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TANNING INDUSTRY IN BANGLADESH: IS PERFORMANCE 
IMPROVING? 

S. K.  Raha 
 

ABSTRACT 
 
 
 

 

        Tanning industry is one of the important export oriented industries in Bangladesh. Its performances 
have been evaluated by using six dimensions: capacity utilization, progressiveness of the firm, share of 
foreign exchange earnings, amount of revenue earned, job opportunities and image of its products in 
the international market. Performance has been improving over time but not yet satisfactory. Some 
scopes are identified and necessary measures are suggested for the improvement of performance of the 
industry. 
 

I. INTRODUCTION 
 
       The government of Bangladesh has adopted a policy to increase the contribution of tanning 
industry to foreign exchange earnings by phasing out the export of wet blue and building up the 
capacity to produce leather and leather products for export market. As a primary step the export of 
wet blue has been banned since July 1, 1990. 
 

         Performance of an industry has several dimensions for measurement. As all the industries are not 
alike so a special set of performance dimensions of one industry may not be applicable to another. 
Therefore, a variety of measurements of performance have been used by researchers depending on the 
objectives of the study, availability of data and researches' bias. See for example Bain (1959, pp 
340-427), Caves (1967, pp. 94 -111), Goerge (1971, pp. 67-80 and 114-131), and Holterman (1973, pp. 
119-139). 
 

         The tanning industry is labour intensive and is based on domestic raw materials i. e. hides and 
skins, but most of the machines and other inputs are imported from abroad. Despite its importance 
and valuable contribution, there is hardly any research work in this area except a study by Huq and 
Islam (1990) and a few reports of committees commissioned by the government,. In this 
condition a study on the performance of tanning industry is necessitated from the point of utilization 
of raw hides and skins, use of factory facilities and identification of probable scope for improvement in 
performance. 
 

        Considering the nature of the tanning industry and availability of data, the performance is 
analysed in this study on the basis of the following six dimensions 

i) Firms' capacity utilization; 
ii) Progressiveness of the industry; 

iii) Contribution to foreign exchange earnings ; 
iv) Tax revenue to the government exchequer ; 

          v)    Employment generation ; 
vi) Market image of Bangladesh leather.. 

 
 
 
       The author is an Associate Professor, Dept. of Cooperation and Marketing, Bangladesh 
Agricultural University, Mymensingh-2202. This is derived from part of the Author's Ph.D. Thesis, 
submitted to the Pa-tjab University, India in 1989. The author is grateful to the referees for their 
suggestions in improving this note. 
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blue. And the capacity utilization in case of wet blue was very high. If capacity utilization 
of the firm is calculated including wet blue also, the picture improves tremendously (for 
details see Raha 1990). On an average, the rate of capacity utilization was very low which 
is not conducive to the growth of the tanning industry. However, there were a few 
exception. 
 
Progressiveness of the Industry 
 

       Progressiveness is an important aspect of performance of the industry. It is expected 
that an industry should add to its factors of 'production, improve the quality of its products, 
develop variety of products and also improve the teclutiyues. Progressiveness is generally 
measured b} the rate of technical changes of the industry and the amount of resources 
devoted to research and development. 
 
       To appraise the progress of tanning industry the firms are divided into tow groups on 
the basis of technical achievement. Five large size and two medium sized firms engaged 
in the production of crust/finished leather were technically progressive. The technically 
backward firms i.e. most of the small sized firms were mainly processing wet blue. 
However, one ofthe technically developed firms was also producing and exporting wet blue in 
1986-87. 
 
       The field investigation revealed that there was no investment by the firms of small 
size on research and development. They spent only on entertainment of buyer and 
paid a commission of 4 to 5 per cent on FOB value of their export. Even the investment hy 
the large and medium sized firms was not on R & D but in physical plant. Actually, 
research was totally absence in tanning industry in Bangladesh. Some large firms have 
got technical support from their partners in joint venture project while the other firms 
were doing on the basis of "learning by doing process". The changes in the techniques of 
processing of wet blue in small units were negligible. For example the hand measurement 
system has been replaced by machine. Even in 1982 a few tanners used to shave the 
tanned goods to desire thickness which was uneconomic and also caused wastage of 
chemicals already used in processing i.e. from soaking to tanning (Chowdhury 1982, p. 
14). But, splitting ofleather had now become common practice. Man) , of the firms were 
using these facilities at the Common Finishing Facility Centre (CFFC). 
 
       There was a change in medium and large sized firms. Many of the medium sized 
firms have imported modem machines either under Balancing, Modernization, 
Replacement and Expansion (BMRE) project or through self-financing. About seven firms 
already installed modem machines necessary for the production of crust and finished 
leather such as fleshing, sammying, splitting, shaving, twin vaccum dryer, toggling dryer, 
vibration stacking, jaw stacking, buffing, dedusting, h%draulic press, auto-spray, boiler 
and measuring machine including all other facilities. 
 
       Thus, the quality of the product of tanning industry has been improving though it 
was found the 58 per cent of the respondents were not satisfied with the present quality. 
The proportion of wet blue to crust/finished leather in the total export has been declining 
over time since 1981-82 (Table 3). 
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       Table 9 indicates that the complaints in order of intensity were sub-standard 
processing, delay in supply of goods, adulteration of grade and shortage in measurement. 
 

 

       The fact that these complaints were elicited by the respondents themselves though none 
of them did accept those against their own firm but the responses carried a lot of weight in 
regard to the market image of the product and the producers. 
 
       All these four complaints were mainly against the wet blue producers and exporters. On 
the other hand, the exporters had also grievances that some of the importers 
intentionally raised the complaints or tried to revoke the contract when the market was 
unfavorable to them or to get some extra benefit from the exports. But the Bangladeshi 
exporters did not defend their image or reputation either in legal court or by submitting to 
arbitration. 
 
       However, the situation has been changing in Bangladesh. Attitude of the exporters 
has been changing and they have become more conscious about the brand name in the 
competitive market condition. Secondly, tie measurement by machine has been introduced 
in many cases. In addition, some producers of crust/finished leather have succeeded to 
create a goodwill of their product in international leather market. 
 
Areas of Improvement 
 
      The areas for improvement of performance of tanning industry are discussed below: 
Firstly, proper measures should be taken for the solution of infrastructural facilities such 
as road, water supply, power supply including gas, communication etc. and also to improve 
R and D in tanning industry. 
 
       Secondly, the performance of tanning industry is greatly dependent on quality of raw 
materials and their timely availability. Generally slaughtering of animals are done over 
the country and mainly outside the slaughter house. Chowdhury (1982, pp. 18-21) noted 
that about 10 per cent minimum loss in quality of hides and skins and another 20 per cent 
loss in value due to existing marketing system and defective flaying and curing process. 
In this situation a mere training programme of the concerned persons i.e. producers, 
butchers, hide traders can help to improve and to maintain good quality of hides and skins 
which is important for improving industry's performance. 
 
       Thirdly, the collectors of fallen hides may be provided with financial facility and 
training as fallen hides constitute about 11 per cent of total supply. 
 
       Fourthly, additional foreign exchange earnings and creation of more employment 
opportunities could be possible by modernizing the existing units through BMRE or 
establishing new ones. 
 
       Fifthly, sales through a central sales organization would improve bargaining position 
and enable the exporters to get better price by negotiating all international sales contracts 
on behalf of the tanning industry consequently eliminate the destructive price slashing 
activities prevailing in the industry. 
 
 



 


