ABC is primarily engaged in the activities of tanning, currying, and finishing hides and skins into leather.  As such, the firm operates under SIC 3111: Leather Tanning and Finishing.  Once the hides are processed, they are used as components for a variety of products including shoes, leather pads (for hoofs), saddles, belts, holsters, etc.
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1999

2000

% Change

3111 Leather tanning and finishing

3,063

3,065

0.1

3142 House slippers

125

121

-3.2

3143 Men's footwear, except athletic

1,665

1,682

1.0

3144 Women's footwear, except athletic

447

434

-2.9

3149 Footwear, except rubber

221

230

4.1

3151 Leather gloves and mittens

80

73

-8.8

3161 Luggage

894

848

-5.1

3171 Handbags

157

136

-13.4

3172 Small personal leather goods

216

193

-10.6

2386 Leather and sheepskin

lined clothing

251

256

2.0

Total

7,119

7,038

-1.1

Leather Product Shipments (millions of 1992 dollars)

The leather industry is dependent upon the availability of hides and skins.  Hides and skins are a by-product of the meat and wool industries.  The quantity of hides and skins available for processing is dependent upon the demand for meat, dairy products, and wool.  In other words, the greater the cattle slaughter, the greater the availability of hides.  The quality of the hides is dependent upon factors such as animal husbandry, feeding, slaughtering, preservation, and transportation practices.  For instance, within the U.S., extensive feedlot operations allow cattle to be grown in a relatively short period of time to an average weight in excess of 1,000 pounds before slaughtering.  As a direct consequence, the average weight per hide, and therefore hide quality, is higher in the U.S. than in most other countries.
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Leather is used for a variety of products.  According to the International Trade Administration, the shoe industry consumes the largest percentage of leather shipments.  However, as the table indicates, footwear shipments (including SIC 3143, 3144, 3149) increased only 0.6% in 2000.  Further, shipments of tanned and finished leather increased only 0.1% in 2000.  
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Share %

Mexico

39

Argentina

17

Italy

14

United kingdom

4

Brazil

4

Imports: Leather Tanning and Finishing

The demand for leather is directly correlated to the price of hides.  An increase in hide prices results in an increase in tanned and finished leather prices.  Should the price become too high, end-users will seek alternative products.  For instance, leather outsoles are now limited to high priced men’s and women’s footwear.  Synthetic outsoles have replaced leather outsoles due to lower labor costs associated with shoe bottoming operations that use synthetic products.  Hide prices have increased dramatically in recent years.  According to the U.S Department of Agricultural Services, in 1999 hide prices increased from $62/cwt during the first half of the year to $73/cwt by December.  The price increase was due to lower slaughter rates and therefore lower hide availability.   Further, lower demand for beef and lower beef prices, as a result of competition from pork and chicken, has resulted in smaller domestic cattle populations.  In 1999, the cattle population declined 1.5% to 97.9 million head.  Slaughter rates for 2000 declined 6%, again resulting in an increase in hide prices.  In addition, the destruction of cattle overseas due to mad cow disease, increased demand for U.S. hides, which were already at a premium.  In the longer-term, the U.S. hide supply is expected to remain tight until at least 2002.
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International trade within the leather tanning and finishing industry shifted in 1994 when imports exceeded exports.  Since 1996, imports have grown at a compound annual rate of 10.2%, reaching $1.68 billion in 2000.  Exports on the other hand, increased at a slower compound annual rate of 5.9% during the same period, reaching $1.19 billion in 2000.  This resulted in a $482 million trade deficit in tanned and finished leather for 2000.  The largest importer of tanned and finished leather was Mexico, representing 39% market share.

