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ABSTRACT

The objective of this research is to find out this attitudes of export oriented Indian leather industrial units towards
strategic factors, company related factors, government related factors and Indian and international business environment.
In order to assess the attitude of industrial units towards various factors and business environment, SWOT analysis of
Indian leather industry is conducted. Primary data is collected from 44 export oriented leather industrial units located
in the State of Haryana (India) using census method. The results clearly indicate that strategic and company related
factors of Indian leather industry units are satisfactory. However, the government related factors are not satisfactory.
Results of Multi Dimensional Scaling indicate the various strengths and weaknesses of the Indian Leather Industry.
Finally, a detailed discussion is made to highlight important issues so that an appropriate business strategy for the

export oriented Indian leather industry can be formulated.
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I. Introduction

Leather industry in India occupies a place of
prominence in the Indian economy, in view of its massive
potential for employment, growth and exports. Despite
being an emerging economy, some of the industries in
India appear to have no specific strategic mindset to
manage their businesses. Most of the units are still going
on as traditional business. Worldwide, leather and leather
products industry has been one of the oldest having been
in existence for over 100 years. Though it is old and
mature industry, its uniqueness lies in the fact that it is
still growing. Normally one would expect a mature and
old industry to be either on the decline or contracting,
but this does not apply to the leather industry at all.
Developing countries are not able in marketing
their product as their own brand or product in other
countries and raw/semi finished/finished articles of leathers
were imported by markets across national borders. This
development has lent an international character to the
entire leather and leather product industry (Singh, 2002).

Technology plays a crucial role at every step in the
entire leather industry. Finished leather and components
are sent to places where productivity is high and skilled
labour is cheap and again the finished goods are transported
to markets across the borders (Kumar, 1989).

India’s leather industry has been in existence for
several years. India has also been exporting leather and
leather products for several years (Damodaran and
Mansingh, 2008). In 1982-83 the export of raw hides,
skins and finished leather constituted 63.7 per cent of
the total exports of leather and leather products,
whereas in 1995-96 the proportion of finished
leather was only 21.6 per cent of the total. The impact of
global financial crisis during 2008-09 and 2009-10 on the
exports of Indian leather and leather products is apparent
from Table | and Chart 1.0 when the rate of growth first
declined to 1.44 per cent and then to a negative rate of
5.41 per cent.

Table |
India’s Export of Leather and Leather Products

(Value in Million US $)

Leather Product 2006-07 2007-08 2008-09 2009-10 2010-11
Finished Leather 724.00 807.19 673.37 627.95 810.90
Footwear 1236.91 1489.35 1534.32 1507.59 1732.04
Leather Garments 309.91 345.34 426.17 428.62 400.83
Leather Goods 706.28 800.46 873.44 757.02 814.91

Saddlery & Harness 82.33 106.18 92.15 83.39 86.15

Total 3059.43 3548.51 3599.46 3404.57 3844.86
per cent Growth 11.15% 15.99% 1.44% -5.41% 12.93%

Source: DGCI&S Annual Report, 2012.

*Leeds University Business School, University of Leeds, UK

** Former Dean & UGC Research Awardee, Faculty of Commerce & Management, B.P.S. Mahila Vishwavidyalaya, Khanpur
Kalan (Sonepat), Email: sanketvij@gmail.com



Chart 1.0
India’s Export of Leather and Leather Products
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Considering the world scenario for leather and leather
products and constraints facing many countries, India is
in a relatively comfortable position, mainly, because of
regular supply of raw material resources and low labour
rates. India has the largest number of livestock (twenty
one per cent large and eleven per cent small animals).

The industry employs 2.5 million workforce of whom
nearly thirty per cent are women. It is a source for nearly
ten per cent of global leather production. Today, the
industry ranks eighth in the export trade in terms of
exchange earning (Singh, 2002). India has the cheapest
labour cost in the World.

Table Il
Cost in Leading Footwear Producing Countries

Country Rs/hr Euros/hr

Korea 297.1 7.01

Taiwan 243.4 5.75

Hong Kong 222.85 5.26

Portugal 218.73 5.16

Brazil 61.90 1.46

Indonesia 28.88 0.68

Romania 28.88 0.68

China 24.76 0.58

Vietnam 24.76 0.58

Thailand 20.63 0.48

Pakistan 8.25 0.19

India 8.25 0.19

Source: SATRA Technology, 2012
Table 111
Labour Cost of Production
Product Daily production Monthly production Monthly Labour cost per
(Pairs/Nos.) (Pairs/Nos.) wages(USD) item (USD)
India China India China India China India China

Shoes (Men) 4 6 120 180 103 264 0.86 1.47
Shoes (Women) 12 15 360 450 103 264 0.29 0.59
Garments (Jackets) 2 5 60 150 103 264 1.72 1.76
Bags (Women) 8 10 240 300 103 264 0.43 0.88
Wallets 12 15 360 450 103 264 0.29 0.59

Source: SATRA Technology, 2012
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But in spite of all these developments, the percentage
share of India’s exports of leather and leather products in
world import remains almost stagnant. As is apparent
from Table IV, while the share of China’s export in world
imports has been continuously increasing from 17.77 per

cent in 2000 to 28 per cent in 2009, India’s share has
been fluctuating between 2.29 per cent and 2.95 per cent
during this period. The main reason for this stagnancy
seems to be inappropriate business strategies of export
oriented Indian leather industrial units.

Table IV
Percentage Share of China’s and India’s Exports in World Imports
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
China 17.77 18.23 19.73 21.42 21.92 23.58 24.02 23.93 25.25 28.04
India 2.54 2.40 2.29 2.47 2.44 2.52 2.57 2.70 2.59 2.95
Source: ITC, Geneva, 2010
Chart 2.0
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Il. Review of Literature

SINET study on SWOT of Indian Leather Industry
briefly presented the facts related to Indian leather industry
but failed to discuss business strategy adopted by Indian
leather industrial units. Deloitte (2009) report on Firm
Level Competitiveness (Strategic and Roadmap
Development) in Leather & Footwear identified key
challenges faced by the leather sector, especially footwear
segment, in achieving global scale, and enhancing
competitiveness in comparison with China.

Italian Trade Commission (2010) study on [Indian
Leather & Tanning Industry Profile discussed SWOT of
Indian Leather Industry and its position in the global
market but there was no discussion on business policies
of export oriented manufacturing industrial leather units.
Entrepreneurship Development Institute of India Diagnostic
Study Report (no date) on Implementing BDS in the
Kolkata Leather Cluster conducted SWOT and assessed
the existing business development services market,
identified and prioritized the areas of intervention, to
develop a dynamic and sustainable market for business
development services. But no discussion on appropriate
business strategies for leather manufacturing units has
been included in the study.

Y ear

Tewari and Pillai (2005) study analyzed how a labour
- intensive developing country industry (Indian leather
goods) complies with a developed-country environmental
standard that affected trade and market access. The study
depicted that while the stringent standards did add to
firm costs, the widely presumed trade-off between
compliance and export competitiveness did not materialize.

Damodaran and Mansingh (2008) study on leather
industry examined the nature, value chain and conditions
of labour in the Indian Leather Industry through field
work of three clusters: Agra, Chennai and Warangal. The
study found Tamil Nadu at a success level and Agra at
restructuring or transformation level. Ray (2011) evaluated
performance of Indian leather industry in terms of labour
productivity growth and total factor productivity growth
for the period 1979-80 to 2008-09 through SWOT analysis
to estimate the industry’s future growth prospects. The
study found that labour productivity factors show
improvement in productivity of labour during specific
post-reform period (1990-91 to 1999-2000) but during
the present decade (2000-01 to 2008-09) of post reform
period, labour productivity growth has declined negatively.

The very essence of organizational survival and
sustainability is embodied in a winning approach to
strategic decision-making. The study of Porter (1985) and
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(1996); Tracey and Wiersema (1995); Markulis and
Szczerbacki (2000); Bain (1951); Bain (1956); Sawhney
and Sawhney (1973); King (1981); Dutton and Mayor
(1987); Prahalad and Hamel (1990); Williamson (1999);
Hambrick and Fredrickson (2001) on strategic management
defined the importance of strategic management in leather
industries matters and pointed out that the networking
(overseas buyer, producer) is very important for
manufacturing industry in strategic management.

In the entire literature of Indian leather industry, there
is hardly any discussion to find out the attitudes of these
units relating to strategic factors, company related factors,
government related factors and Indian and international
environment. Little work has been carried out to assist
Indian leather industry to venture in the strategic
management. With this in view, the present study was
conducted to identify the importance, assess the status of
implementation and impact of strategic management in
Indian leather industry.

11l. Research Methodology and Objectives

The present study has followed a macro approach
and broad objectives of the present study are as under:

Objectives :

1. To assess the level of perception and attitudes of
selected export oriented Indian leather industrial units
towards various factors.

2. To evaluate the sensing of selected export oriented
Indian leather industrial units towards government
policy to encourage manufacturing/exports in leather
and leather products.

3. To analyze the profit strategy of selected export
oriented Indian leather industrial units.

Research Methodology:

The present study is exploratory and descriptive in
nature. The data has been collected through primary and
secondary sources. The primary data was collected through
a structured questionnaire through survey. In the present
study, primary data has been collected under census
method. The universe of the present study is finite i.e. 44

export oriented leather industrial units located at Panchkula,
Ambala, Karnal, Panipat, Sonepat, Bahadurgarh, Faridabad,
Manesar and Gurgaon in Haryana State of India. Out of
these 44 units, only four have foreign collaboration.

Data Analysis Approach:

In the present study, responses from respondents were
coded and tabulated in SPSS. For analyzing the data, both
simple and advanced statistical tools were used. In some
cases simple statistics like average, percentage, weighted
average and mean score were applied. Exploratory research
required some advanced tools. Therefore, to find out and
analyse the results of the study statistical tests like
Comparative Mean, Standard Deviation, Factor Analysis,
and Multi-Dimensional Analysis etc. were used. The test
was conducted at 95 per cent confidence level (or 5 per
cent level of significance). A five point Likert scale was
used to measure the intensity of the attitude of respondents
of selected companies, towards the various dimensions of
leather industrial units. The respondents were asked to
rate the variables, using five point Likert scale, which
ranged from strongly disagree (1) to strongly agree (5).

IV. Analysis and Discussions

The various statements were grouped under five factors
namely - Strategic Factors relating to the mission, vision,
objectives, goals, business strategy, action plans and R &
D policies of the Company; Company Factors relating to
supply chain management and availability of raw material,
product differentiation to create a niche market, link with
international market, and use of modern technology as
per international standards; Government Factors relating
to R & D support by the government, export-friendly
government policy, capacity of training institutes,
availability of finances by government, warehousing
support of the government, role of Council for Leather
Exports, and the data base of Indian leather industry;
Indian Environment relating to availability of skilled
manpower, working environment, processing technology,
awareness of international standards, testing, design &
technical services, assessment of grading system, and the
level of competition; International Environment relating
to business environment, growth prospects, brand equity,
non-tariff barriers in exports, and labour productivity.

Table V
A) To assess the level of perception and attitudes of selected export oriented Indian leather industrial units towards

various factors :

Factors Name

Mean

Strategic Factors

4.0955

Company Related Factors

4.0417

International Environment

3.3318

Indian Environment

3.2841

Government Related Factors

3.2273

The respondents were asked to evaluate the various
statements on a five point scale ranging from Strongly
Disagree (rated 1) to Strongly Agree (rated as 5) regarding
perception and attitudes of selected export oriented Indian

leather industrial units towards various factors and it is
evident from Table V that the respondents have favorable
attitude towards Strategic factors i.e. mission, vision,
objectives, goals, business strategy, action plans and R &
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D policies of the company; and Company related factors,
relating to supply chain management and availability of
raw material. However, they were not satisfied with
Government related factors like working environment;

processing technology; availability of skilled manpower;
awareness of international standards; testing, design and
technical services; assessment of grading system; and the
level of competition.

Table VI
Sr. No. of | Statement Mean
Question

2. The objectives and goals of the company are well defined. 4.30
20. The company has maintained the pollution as per international/national environment standards/laws. 4.27
22. The level of competition among the product is high. 4.27
4. The action plans are based upon business strategy of the company. 4.23
1. The mission and vision statement of the company is well established. 4.16
15. The company uses modern technology as per international standards. 4.11
5. The supply chain management of the company is well established and quality of raw material is easily and . 4.07

timely accessible.
18. There is awareness of international standards for leather and leather products in the company. 3.98
6. The company emphasizes upon product differentiation to create a niche market/segment. 3.95
23. The company uses e-commerce/e-business technologies in business activities. 3.93
3. The business strategy of the company is based on SWOT Analysis. 3.93
7. The company products have well established link in the major markets of the world. 3.91
9. The growth prospectus is more at international market as compare to domestic market for leather and leather 3.89

products.
14, The company policies promote Research & Development. 3.86
29. The performance of Council for Leather Exports in India in capturing international market for Indian leather 3.77

and leather products is good.
21. The quality assessment and grading system of products is highly subjective. 3.70
25. There is availability and access of financial support for leather manufacture units from Fls/Banks/Govt. bodies etc. 3.64
30. The data base of all companies of Indian leather industry is available and accessible. 3.64
19. The testing, design and technical services for leather product is easily available and accessible. 3.48
27. Overall level of leather productivity of Indian Leather Industry is excellent. 3.36
24, The Indian leather has high brand equity at international market. 3.36
13. The wages of skilled manpower is low as compare to international market. 3.30
10. The government provides R & D support for exports and policies/incentives are export-friendly. 3.20
26. The products face non-tariff barriers in exports. 3.18
8. Doing business internationally is riskier than doing domestically. 2.86
12. The skilled and highly trained manpower is easily available. 2.77
28. Level of warehousing support from the government is excellent. 2.61
17. Indian Lather Industry still applies traditional processing technology. 2.50
11. The training units have sufficient capacity in India to train manpower. 2.50
16. The level of working environment at leather manufacturing units is highly unhygienic. 2.27

Further, it is evident from Table VI that respondents
were highly satisfied with the objectives and goals of the
company; pollution control as per national and
international environment standards and laws; high level
of product competition; implementation of business
strategy; the mission and vision of the company; use of

modern technology as per international standards; the
supply chain management of the company and easily as
well as timely availability of raw material. The respondents
were highly unsatisfied with the high unhygienic level of
working environment at leather manufacturing; capacity
of training institutes; traditional processing technology;
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warehousing support; availability of skilled manpower;

and riskier business environment.

B) To evaluate the sensing of selected export oriented
Indian leather industrial units towards government
policy to encourage manufacturing/exports in leather

and leather products :

Respondents were asked to Rank (1 for highest to 7

the government policy to encourage manufacturing/
exports of leather and leather products. The result of
Multi Dimensional Scaling indicated (Table VII, VIII,
IX & Chart 3.0) that the Financial Supports at Lower
Interest Rates and Financial Incentives via Tax
Exemptions were considered to be highly preferable
factors. Arrangement of Leather Fairs for relation
building and Establishment of Export Council has not

for lowest) the various factors about what should be been considered as very good options.
Table VII
Stimulus Coordinates Dimension
Iteration S-Stress Improvement
1 .06337
2 03065 .03273
3 .01962 .01103
4 .01421 .00541
5 .01083 .00338
6 .00843 .00240
7 .00662 .00181
8 00522 .00140
9 .00413 .00109
Iterations stopped because S-stress is less than .005000
Stress and Squared Correlation (RSQ) in distances
Table VIII
Statements Mean
Financial support at low interests rates 2.18
Financial incentives via tax exemptions 2.57
Allowing FDI 3.27
Establishment of training institutes 3.61
Establishment of export councils 4.68
Arrangement of leather fairs for relation building 4.68

Stress values are Kruskal’s stress formula 1.

.00430 RSQ = .99986

For matrix Stress

RSQ values are the proportion of variance of the scaled data (disparities) in the partition (row, matrix, or entire data)
which is accounted for by their corresponding distances.

Table IX
Stimulus Coordinates Dimension
Stimulus Number Stimulus Name 1 2
1 Q31 .0031 -.7379
2 Q32 1.8133 -.1762
3 Q33 .9582 -.5440
4 Q34 -1.8190 -.1833
5 Q35 4231 1.0975
6 Q36 -1.3787 .5439
11 An Empirical Study of Business Strategy of Export Oriented...



Chart 3
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C) To analyze the profit strategy of selected export

oriented Indian leather industrial units :

Respondents were asked to Rank (1 for highest to 7
for lowest) the various factors about what strategy the
company should adopt to earn high profits and the

High preferred

results of Multi Dimensional Scaling (Table X, XI,
Xl and Chart 4.0) indicated that Cost Control and
Better Quality were considered to be highly preferable
factors. Advertisement and Higher Prices were not
considered as very good options.

Table X
Stimulus Coordinates Dimension
Iteration S-stress Improvement
1 .04135
2 .02749 .01385
3 .02348 .00401
4 .02097 .00251
5 .01925 .00172
6 .01805 .00120
7 .01719 .00086
Iterations stopped because S-stress improvement is less than .001000.
Stress and Squared Correlation (RSQ) in distances.
Table XI
Factors Mean
Cost control 2.00
Better Quality 2.23
Product Differentiation 3.93
Maximization of Sales 4.57
Brand Equity 4.59
Higher Prices 5.23
Advertisement 5.48

Stress values are Kruskal’s stress formula 1.

For matrix: Stress = .03180 RSQ = .99390
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RSQ values are the proportion of variance of the scaled
data (disparities) in the partition (row, matrix, or entire

data) which is accounted for by their corresponding
distances.

Table XII
Stimulus Coordinates Dimension
Stimulus Number Stimulus Name 1 2
1 Q38 2.0176 .6458
2 Q39 -1.0382 .8388
3 Q40 1.7050 -.4562
4 Q41 -.4903 -1.0336
5 Q42 -.0186 -.3770
6 Q43 -.6927 .6456
7 Q44 -1.4827 -.2634
Chart 4.0
Multi Dimensional Scaling — High Profits v/s Various Factors
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V. Conclusion

The results of primary survey clearly indicated that
the strategic and company related factors of Indian leather
industry units were satisfactory, and Financial Supports at
Lower Interest Rates and Financial Incentives via Tax
Exemptions were considered to be highly preferable factors
and respondents were highly satisfied with the objectives
and goals of the company; pollution control as per national
and international environment standards and laws; high
level of product competition; implementation of business
strategy; the mission and vision of the company; use of
modern technology as per international standards; the
supply chain management of the company and easily as
well as timely availability of raw material.

0.0

1.0 1.5 2.0 2.5

High preferred

With an eye on the potential of this sector, the Indian
Government has placed an emphasis on the utilization of
the available raw materials to maximize returns. It has
introduced a number of initiatives, with the special
emphasis on integrated development of the tanning sector.
These have included raw material augmentation,
technology upgrade, and promotion of environmental
cleaner processing options, quality standardization and
human skills development.

To encourage training of unorganized artisan workers,
the Government has given support to well-equipped training
institutions to encourage training programmes to be given
jointly with reputed foreign enterprises and experts.

13
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With the implementation of various industrial
developmental programmes as well as export promotional
activities; and keeping in view the past performance and
industry’s inherent strengths of skilled manpower,
innovative technology, increasing industry compliance to
international environmental standards, and dedicated
support of the allied industries, the Indian leather industry
aims to augment the production, thereby enhance export
to US$9.00 billion by 2013-14, and resultantly create
additional employment opportunities for overall one
million people.

Indian leather industry lacks of scale economies due
to unwillingness to expand through the debt route and
limited exposure to the capital market has resulted in the
companies relying primarily on internal funds for
expansion opportunities. Consequently, the industry has
not witnessed significant capacity additions over the last
decade.

Indian leather industry further lacks awareness on
best practices. Most of the CEOs of leather companies
lack the knowledge of latest management techniques and
the best practices of other industries.

India’s stagnant market share in world exports can be
attributed to sub-optimal scales, low level of FDI and
lack of supporting industries. Majority of the Indian firms
lack scale economies due to investment constraints. They
further have lack of awareness on latest management
techniques and decision making abilities.

The objective of the leather industry should be to
ensure sustained and equitable development. Hence, there
is need to ensure overall development in core areas,
namely, capacity modernization and augmentation, skill
development, marketing and environment management.
Besides, there is a need to establish new production
centres across the country so as to enhance production.
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Appendix-1:
Basic Statistics of Industrial Units’ Surveyed

Sr. Name of the Firm Product Annual Foreign per cent No. of
No. Turnover Collaboration of total Employees
(Rs. in Million) Production
exported
1. Crew BOS Products Bags, Wallets, Beet etc. 6210.0 No 73 2723
Ltd. Gurgaon
2. Liberty Shoes Pvt. Ltd. Footwear 5000.0 No 25 4000
Karnal
3. CJV International Leather Footwear 2500.0 No 100 35
Gurgaon
4, M/s Lakhani Footwear Shoes/Components 2100.0 No 3 2500
Pvt. Ltd., Faridabad
5. Drish Shoes Ltd., Leather Goods/ 842.3 No 100 782
Panchkula Footwear
6. Simran International, Leather Garments & 700.0 No 100 350
Gurgaon Accessories
7. Kiwi Enterprises Ladies Footwear & 650.0 No 100 650
Pvt. Ltd.Gurgaon Leather Accessories
8. M/s Alpine Apparels Leather Accessories 500.0 No 98 450
Pvt., Faridabad
9. M/s P & G Enterprises (P) Leather Garments 500.0 Yes 100 150
Ltd., Manesar, Gurgaon
10. Banox Exim Pvt Ltd, Leather Bags 460.0 No 100 480
Manesar, Gurgaon
11. Stalwart Home Styles, Leather Goods 350.0 No 100 100
Gurgaon
12. J & K Group, Gurgaon Leather Accessories 300.0 No 100 450
13. Unifab Industries, Manufacturing 300.0 No 40 100
Sonepat
14, Evergreen International, Leather Garments 300.0 No 100 125
Gurgaon
15. M/s Discovery Leather, Leather Jackets, Garments 290.0 No 100 71
Gurgaon
16. M/s Lakhani Fashion Pvt., Leather Shoes 288.2 No - 233
Faridabad
17. Kabir Leather Manesar, Leather Goods & Garments 285.0 No 100 215
Gurgaon
18. ABC Leathers , Gurgaon Leather Garments 250.0 No 100 150
19. Sumanglam Footwear Leather Footwears 250.0 No 99 240
Pvt., Bahadurgah
20. Drishti Apparels, Leather Goods & 210.0 - 100 100
Gurgaon Garments
21. M/s Lakhani Armaan Shoes Sandal 200.0 No 80 300
Shoes, Faridabad
22. Saroj International Leather Garments 200.0 No 100 35
Pvt. Ltd., Gurgaon
23. M/s Instinct, Gurgaon Leather Garments 180.0 No 100 105
24, Carlton Overseas Leather Footwear 120.0 No 90 220
Pvt. Ltd. Gurgaon
25. INTEC Clothing , Leather Garments 110.0 No 100 23
Gurgaon
26. Worldwide Leathers Leather Shoes 110.0 Yes 99 90

Export Ltd., Gurgaon
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27. V & M, Manesar, Leather Goods 75.5 No 100 135
Gurgaon
28. Viking Garments, Leather Garments 74.0 No 100 43
Ambala & Goods
29. Sadhana Fashions, Manufactories 67.6 No 100 40
Panipat
30. AMISAL, Gurgaon Wallets & Belts 60.0 No 100 40
31. Team Creations, Leather Garments 60.0 No 100 19
Gurgaon
32. M/s Santosh Paragal Dyeing of Leather 58.0 No - 50
& Co.Sonepat
33. Indishoe Company, Leather Footwear 55.0 No 100 40
Gurgaon
34. Karpi India Pvt. Ltd Leather Goods 50.0 Yes 100 10
Bahadurgarh
35. M/s Vaid Crafts, Saddlery Goods 45.0 No 100 8
Faridabad
36. Kiran Overseas Exports Manufacturing 45.0 - - 40
Ltd., Sonepat
37. Paradigm Leather Leather Bags, Belts 45.0 Yes 100 90
Accessories Pvt Ltd. & Accessories
Manesar, Gurgaon
38. Peerless International, Leather Goods/ Slippers 38.1 No 100 40
Panipat
39. M/s Alpine Impex Leather Products 35.0 No 100 60
Pvt. Ltd., Faridabad
40. Abexo Exports, Handbags Belts 30.0 No 100 15
Gurgaon
41. M/s Exelsior Craft, Leather Products 24.0 No - 6
Faridabad
42, Friends Enterprises, Finished Leather 5.0 No 100 19
Karnal
43, New Auto & General Leather Shoes 4.0 No 100 70
Engg. Co. Pvt. Ltd,
Gurgaon
44, M/s Alpine Creations Leather Products 1.5 No 100 4
Pvt. Ltd., Faridabad
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