
CHAPTER 6: RECOMMENDATIONS FOR DEVELOPING THE LEATHER 
INDUSTRY 

 

6.1 Introduction 
 

The insights provided by the literature review in chapter two and the findings 

of the field research in chapter five have provided us with enough information to  

answer to the research questions. This section gathers all the knowledge together and 

draws some recommendations and strategies for the development and sustainability of 

leather exports in Nicaragua.  

Since the topics covered and its implications cover a considerable broad range 

of subjects, the chapter has been structured in two parts. The first part presents 

recommendations to the product enhancement viewed from the value chain 

perspective. Later, the second part gives recommendations for the creation of an 

export strategy. 

6.2 Recommendations for the Value Chain Enhancement 
 
 Nicaragua possesses certain favorable conditions for the leather industry but 

has not yet achieved competitive advantage. Therefore it must strive to improve the 

condition of its national diamond. The recommendations in this section focus on the 

improvement of conditions in each step of the value chain. Because the study of the 

value chain helped us to recognize that the processing at the tanneries is the step 

where more value can be added, it is recommended that the players in this link take 

the leading role in the implementation of the recommendations given.  

These recommendations will help guarantee the elaboration of an improved product 

that can be better marketed in international markets. 
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1. Elimination of Live Cattle Exporting: The exporting of live cattle represents 

a serious threat to the development of the industry into a competitive one. It 

reduces the amount of meat and skins available for the domestic and international 

markets. This suggestion is aimed to the government that through its respective 

institution, MAG-FOR, has the capacity to regulate this matter. 

2. Increase the efficiency of the slaughter houses: so they can pay a better 

price for the cattle and eliminate the incentive of the ranchers to sell the live cattle 

to foreign buyers. This suggestion is aimed at the private entrepreneurs, owners of 

the slaughter houses and entails a series of actions such as: reduction of operating 

costs, looking for ways of increased productivity and profitability. They should 

seek technical assistance on sub-products elaboration. Tanneries can reuse fats as 

soaps, hair for carpet, brushes, or mattress production, and solid wastes for other 

recycling purposes. 

3. Provide support to the municipal slaughter houses to upgrade their 

infrastructure and processes. Since almost 100% of the production of the 

municipal slaughter houses is sold in the domestic market, this action will 

guarantee good quality skin to the small and medium tanneries. This upgrading 

process should start in the communities where there is a greater concentration of 

tanneries, such as the department of Leon. Once the tanneries that supply the local 

market get access to good quality skin there will be less demand for the skins 

produced at the industrial slaughter houses and therefore the prices will not tend to 

rise.  

4. Develop a skin classification system. the government should establish a 

quality standard that requires the slaughter houses to classify the skins by quality. 

This system should take into account factors such as health of the skin (free from 

 73



larvae of Dermatobia hominis, ticks, marks), weight, and size. It is advised to 

consult the quality standards followed by countries with a more developed cattle 

breeding and leather industry such as Argentina, Brazil, or the United States.  This 

system can allow the slaughter houses to obtain greater profit from the skin 

commercialization, since pricing will be set on quality. At the same time it will 

incentive the ranchers to care for the skin of the cattle prior to the slaughtering 

since they will be paid higher for the cattle with better skin condition . This new 

measure will help increase the productivity of tanneries by reducing the reject rate 

due to poor quality.  The enactment of this rule will require several measures such 

as requiring the presence of veterinary and inspecting doctors from the MAG-

FOR at the slaughter houses to observe and inspect the skinning and classification 

process as well as the storage and handling of the skins. 

5. Creation of Association of Tanneries. Tanneries just like any other provider 

of semi-finished products and components are in its majority small companies that 

supply to large manufacturing companies and lack bargaining power with the 

other players in the lower stream of the value chain. . Hence, they should seek to 

boost their bargaining power through cartelization, e.g. OPEC, the International 

Coffee Organization, and farmers’ marketing cooperatives. It is suggested that 

they associate to create a unique and sustainable competitive position. To 

overcome the problems faced in the past when this association existed, several 

actions are suggested: 

a. Grouping the small and medium sized tanneries under one organization 

and linking them with the big tanneries through their directive 

committees. This action is suggested to avoid the lack of consensus 

that existed in the previous and failed organization. Once the small and 
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medium tanneries are organized under one association they will have 

more bargaining power with their suppliers (municipal slaughter 

houses). They can also, as a group, request technical assistance from 

the Nicaraguan Small and Medium Enterprise Institute.  Such 

assistance can take many forms aimed to solve their current problems 

such as: lack of financing to increase their capacity, infrastructure and 

technological upgrading, lack of technical know-how to process the 

skins in to wet blue and finished leather, poor managerial and 

marketing skills. 

b. The presence of one officer from the INPYME in the directive 

committee of such association. This action seems necessary due to the 

low level of the tanneries owners’ education. Such officer should 

provide advise and direction to the association and update them on the 

assistance programs that can be obtained from INPYME. 

6. Promoting the dialog among all the members of the value chain.    

Institutions like the MAG-FOR should organize and promote semi-annual events that 

foster the dialog and exchange of information among ranchers, slaughter houses, skin 

intermediaries, tanneries, businesses related to the tannery industry . These last are 

suppliers of machinery and chemicals for the skin processing, and makers of products 

that utilize the skinning process sub-products. The objective of this measure is to 

create synergies all along the chain and foster the creation of a cluster of related and 

supporting industries. Besides these events, the respective government institutions 

should promote virtual encounters as well as the establishment of a web page that 

would allow all the players to post their ads, needs, requests, and news. The 

government can utilize this media to publicize policies and announcements.  

 75



6.3 Recommendations for the Export Strategy 
 
This section presents suggestions to develop an export strategy based on the 

feedback obtained from the Taiwanese importers in the field research and the best 

practices of the Taiwan model described in the literature review.   

In summary, the observations from the Taiwanese businessmen regarding their 

most important requirements from a supplier are:  quality and consistency in quality, 

competitive prices and reliability. This reliability refers to delivery time and quantity 

as well as trust worthy relationships. 

Regarding the quality requirements from suppliers, it is important to 

acknowledge that due to all the factors described in previous sections of this thesis the 

leather produced in Nicaragua has medium to low quality. To attain the same levels of 

developed countries as USA or Australia will be the result of a continuous 

improvement process for many years. A point to start this process will be by working 

on the upper stream of the value chain as was suggested in the previous section of this 

chapter.  Once a higher quality product can be guaranteed at the commercialization 

stage, the conditions to enter and compete in international markets should be 

developed. 

The leather export promotion strategy proposed in this dissertation is based in 

part on the framework created by export promotion institutions. Hence the first part of 

this recommendation section will focus on the institutional aspects of promoting 

exports. In the second part more sector specific recommendations will be offered.  

6.3.1 Recommendations for the Government Institutions 
 
 
1. Strengthening of the export promotion mechanisms and institutions: 

These recommendations are aimed at the current institutions that assist and facilitate 
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the exports. The structure and working model of TAITRA is proposed for the new 

NICAEXPORT center in the first part of this section.   

The NICAEXPORT center currently has the following units of service: 

• Enterprise Development: To promote direct exports and extension of 

the exporting base. 

• Competitive Intelligence: To provide information about the 

international market and trends to national producers. 

• Export Project Development:  Elaboration and promotion of 

investment projects to promote exports. 

• Training and Communication: To promote and create export 

competitive competencies.  

 The NICAEXPORT center originally known as the Center for Export and 

Investment promotion (CEI) was founded in 1992, and due to its re-organization and 

periods of instability its reach has been limited.  Its current services can be further 

enhanced in several ways to provide more efficient support to the exporting sector, in 

this case specifically to the leather sector. This institution should play a more active 

role in trade promotion and facilitation  

After studying the functions of TAITRA in Taiwan, the most suitable practices were 

gathered and proposed for the NICAEXPORT center: 

 

 

 

• The Creation of  Web Service:  E-Trading Hub Services 

This is a portal with content whose main purpose would be to stimulate immediate 

access to B2B e-commerce for all companies already exporting or interested in start 
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selling their products in international markets. Special support might be given to small 

& medium sized enterprises that have less international market expertise and financial 

means to reach international clients.  

 This can be achieved by forming strategic alliances with Nicaragua’s trade and 

industry associations, e-market places and other well-known trade websites such as 

trade point. This site should offer comprehensive trade information and services to 

traders in Nicaragua and overseas. Another of the objectives of this site would be to 

promote and internationalize the image of Nicaraguan exporters and to enable global 

buyers to efficiently find all kind of Nicaraguan product information.  

Additional services that are suggested for this site to provide are: 

• Link to enterprise-portals 

• Product Catalogs 

• Links to business organizations and associations in Nicaragua 

• Links to Export related institutions such as Cetrex, Customs, MIFIC, etc 

• List of Nicaragua’s importers and exporters 

• Trade Leads 

• Industry Reports 

• News Alerts 

• Trade Events 

• Market Analysis 

• Customs Statistics 

This recommendation should be developed in stages and starting with the most 

competitive firms, since providing such a wealth of information online can also be 

 78



useful information for the competition (other countries trying to promote their leather 

exports).  Many private businesses and governments are already implementing e-

trading as a tool to promote their exports and have obtained great results, just as the 

case of Taiwan with taiwantrade. 

For such a support system to get going, it is a precondition that all the members 

have a enterprise web site and some level of e-commerce knowledge. To facilitate this 

task  e-commerce and  international trade training is necessary for the enterprise 

members (exporters). This requirement leads us to the next recommendation.  

2. Training and Technical Assistance 

The government through its respective agencies and institutions should promote 

and encourage the export sector to become involved on e-commerce and international 

trade education. This is a very big and ambitious task whose results will be seen in the 

medium and long term but are needed for the country to upgrade its commerce 

capabilities and to better compete in our globalized world. This thesis provides some 

ideas on how to implement such plans and these are outlined below: 

• Export Requirements and Processes by Cetrex:  This will ensure that 

businesses understand the steps that must be taken to export their products 

• E-commerce and International Trade Training: by conducting trade-

related courses to meet the needs of the local business community exporters 

and upgrade their capabilities. The facilitators in these seminars should be 

highly specialized and qualified personnel from the government institutions 

such as the MIFIC. Also alliances with the universities will be highly 

beneficial since it will not only assure high quality education but will also 
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promote the creation of links and networks between academia and Nicaragua’s 

productive sector. Such a network is a necessary condition to create clusters of 

related and supporting industries in the national diamond. 

•  Technical Assistance: This refers to the industry specific knowledge and 

skills. In the case of leather for example, just as was expressed in the 

interviews , exporters would like to upgrade their skills on the tannery process. 

Nicaragua can take advantage of the cooperation relation with countries like 

Taiwan that have important knowledge on the tannery industry and request 

their support in this area. Expert Taiwanese individuals can come to Nicaragua 

and impart seminars on the industry specific needs. This will also fulfill the 

objective of linking Nicaragua’s national diamond to the diamond of a more 

developed nation. 

• English Courses for SME’s: English is now the language of business. Any   

enterprise or individual willing to export must have proficiency in this 

language. The government through INPYME should collaborate with 

language schools to provide favorable conditions to SME owners and 

personnel to join such schools to pursue the proficiency of the English 

language.  

3. Access to Financing 

 This is a very obvious need that was identified in the industry review as well 

as in the field research.  Nicaragua’s capital markets are very limited. Nicaragua does 

not have stock market and no state owned banks. There is not either a culture of 

saving. The only sources of financing available to SMEs are the commercial banks. 

But the position of Nicaragua’s commercial banks towards the productive sector  is 
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based on lack of confidence and flexibility. In Nicaragua today  54% of all the credit 

given by the banks is assigned in short term personal and commercial loans. The 

active rate for short term loans is 13.60% (Central Bank of Nicaragua). The 

government, therefore must create the conditions for reasonable priced financing.  

4. Facilitation of Adequate Business Climate 

  It is a fact that Nicaragua as well as the rest of Latin America is perceived by 

foreign investors as insecure and dangerous country. To overcome this misperception, 

the government of Nicaragua should be proactive in creating conditions that will 

provide some type of guarantee and security to foreign investors. This can be 

achieved by signing agreements to ease transactions and enforcement of export-

import contracts. 

5. Comprehensive Communication Campaign 

  The government has the responsibility of making all information available to 

the businesses. It is advised that the government through its respective institutes and 

agencies engage in a very comprehensive and clear communication campaign to make 

sure that exporters are aware of the resources and tools available to improve their 

businesses.  A lack of this mechanism could be observed in the interviews with the 

Nicaraguan exporters. For example, when asked how they promoted their products in 

Taiwan, only one of them mentioned having requested support from the Nicaraguan 

Embassy in Taiwan.   

6. Promoting a more active role of the diplomatic missions 

    The embassies can act as representatives of the companies in the foreign 

countries and carry on background check information on the importers companies. 
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The diplomatic missions can also be facilitators in the process when the business 

relationships start and intermediaries in case of conflict between the two parties. 

6.3.2 Industry Specific Recommendations 
 

The process of internationalization is gradual and based on the experience that 

entrepreneurs acquire about foreing markets. The recommendations described below 

use the gradual model approach.  

To establish a sustained export activity with Asian countries like Taiwan, 

where the psychic distance is very big, it is needed the strong leadership of 

entrepreneurs. Such leadership must work to make all the players in the industry move 

together to achieve a successful export activity.  

1. Develop Industry Networks 

 The industrial slaughter houses already export 80-85% of their meat 

production to countries such as U.S.A , El Salvador, Puerto Rico, Japan and Mexico. 

Since the meat and the leather are related products, the industrial slaughter houses 

should take advantage of the relationships they already have with these clients and try 

to find a market for the skins too. 

2. Form Domestic and International Alliances 

 Following the example of Taiwanese SME’s, forming alliances with domestic 

and international trading companies is the first step towards more effective export 

promotion and internationalization. Nicaragua’s firms will benefit by securing a stable 

demands for their products that in turn will strengthen their financial position. 

3. Form alliance with the big tanneries 

 Another business model widely used in the early stages of Taiwan’s economic 

development was the vertical integration of SMEs with the big companies. The SMEs 
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were the suppliers of components, inputs, finished or semi finished products while the 

big enterprises took the role of finding foreign clients and exporting the goods. In the 

same way Nicaragua’s small and medium tanneries could associate and cooperate 

with the big tanneries at home. 

4. Enter in Joint Venture Agreements 

   By forming joint ventures with Taiwanese entrepreneurs, tanneries can obtain 

several advantages. First they will find constant and stable demand for their 

production. Additionally, tanneries would be able to upgrade their technical skills on 

leather processing and quality management. By entering in this type of cooperation 

agreements Nicaraguan exporters must plan to be not only suppliers of components 

but also work closely with their partners to develop market intelligence and  be 

informed about the demand for their product in other countries as well as achieving 

technology transfer.  

5. Form Original Equipment Manufacturing Agreements 

Following the model of developing manufacturing capabilities in textiles, 

shoes, and even electronics in Taiwan, Nicarguan firms can adopt the OEM strategies 

to develop the production capabilities in leather. In this strategic alliance, Taiwanese 

firms serve as OEMs and Nicaraguan firms serve as suppliers . Nicaragua already has 

significant Taiwanese investment in the textile manufacturing industry that has been 

attracted in part by the Nicaragua’s Government incentives package. The same 

mechanisms can be used to attract footwear manufacturing investors.  

After signing a OEM agreement, a Nicaraguan firm promises to provide a 

particular leather product or type of tannery according to the agreement, and a 

Taiwanese buyer transfers the technology and know-how (such as process technology, 
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quality control techniques, control of production process, etc.) related to the 

manufacturing of  the product.  By fulfilling the contract, the Nicaraguan firm learns 

how to produce a high quality product and paves the way for exporting in the future. 

Nicaragua represents a good offer to invertors because it has availability of low-cost 

production factors (e.g., low wages, cheap land for factory construction, and the 

provision of incentives by the government). Additionally, Taiwanese investors can 

diversify their risks by not depending entirely on their manufacturing in China. 
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