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Introduction
COTANCE plaids for an EC Origin Marking Regulation applying to the leather value chain that is linked to a compulsory EU composition-labelling Scheme for all consumer articles made typically of leather where the origin of the relevant components is equally identified.

This calls for

· the development of an origin marking of the sector’s products where relevant and technically feasible, and an origin certification for all imported sector’s products that qualifies their origin by mentioning the relevant value adding steps conferring origin: tanning, crusting, finishing, cutting & sewing or stitching, assembling…

· the extension of the EU Footwear Labelling rules to Leathergoods, and Leather Clothing and Gloves and the obligation to indicate the origin of the component materials.

Contribution to the DG Trade consultation on technical and economic issues
1. Technical issues

a) Possible methods of fixing an origin mark, and physical features of a mark

Hides & Skins

The natural “raw” hides and skins cannot easily be marked. They are the dermal envelopes of animals carrying their hair or wool on the grain side and are normally transported in a salted condition. Although it could be technically feasible to mark them, it is not recommended as any type marking could have implications on the quality of the resource. Imported raw hides and skins have to be accompanied by a veterinary certificate that states the origin. This suffices for the identification of the origin of the raw material.

Pickled Pelts, Wet-Blue

Preliminarily treated raw materials are traded in a wet condition making it difficult to mark. For these types of products it is advisable to avoid affixing any mark. The origin is better indicated on the bale, the box or the container. The shipment documents would normally indicate the origin. 

Crust 

Semi-finished leather in the “crust” state is in a dry condition. It carries generally a printed indication of the area on the backside. This indication is placed mechanically on each piece when the material is measured through optical reading machines. Operators can add other indications to the area without difficulty by programming the machine appropriately. An origin indication (mark) can thus be added at this stage. The international coding system for countries could be used (e.g.: ITA for Italy, ESP for Spain…)

Finished leather 

Idem as for crust

Leather components & accessories

Finished leather is cut into components and in some cases stitched together to form a part of a larger product (shoe or bag, seat cover). Technically, origin marking of these products is not a problem. Printing mechanically on the backside the appropriate country could be a feasible solution. 

Footwear, Leathergoods, Leather clothing

Footwear and clothing enjoy composition labelling in the EU. The origin of the leather could be easily identified by adding to the label indicating the component the opportune indication.

Leathergoods (bags, wallets and the like) enjoy in various EU Member States composition labelling such as footwear or clothing. At EU level this is still missing and should be put in place as a matter of urgency for the sake of traceability, transparency and consumer protection. Origin labelling of the component materials could then easily be added.

b) Determination of the specific products and sectors to be affected by the measure (final goods/intermediate goods. Concrete identification through the tariff headings.

	Sector
	Products
	HS Code
	FG/IG
	Marking
	Labelling
	Certificate/Other

	Leather
	Raw Hides & Skins
	4101 to 4103 / 4301 30 / ex4301 80
	IG
	
	
	X

	
	Pickled Pelts
	4102 21
	IG
	
	
	X

	
	Wet-Blue 
	4104 11 / 4104 19 / 4105 10 / 4106 21 / 4106 31 / 4106 91
	IG
	
	
	X

	
	Crust & Finished Leather
	4104 41 & 4104 49 / 4105 30 / 4106 22 / 4106 32 / 4106 40 / 4106 92 / 4107 to 4114 / 4302 13 / ex4302 19 (35, 80)
	IG
	X
	
	X

	Accessories & Components
	Heels, Soles, Bands, Parts, sintetics, others
	4008 21 / 4008 11 / 4005 99 / 5512 99(90) / 5602 10(19) / 5903 10 / 5903 20 / 5903 90 / 5908 00 / 5906 99 / 6001 10 / 6005 31 / 6005 32 / 6005 33 / 6005 34 / 6005 41 / 6005 42 / 6005 43 / 6005 44 / 4204 / ex4302 30 (25, 31) / 6406 / 

8308 10(00) / 8308 90(00) / 

9401 90 / ex9403 90


	IG
	X
	
	X

	Leather Goods
	Bags, Wallets, Belts, Luggage
	4202 / 4203 30 / 4203 40 / 4206
	FG
	X
	X
	X

	Footwear
	Shoes, Slippers
	6401 / 6402 / 6403 / 6404 / 6405 
	FG
	X
	X
	X

	Clothing
	Leather clothing
	4203 10 / 4303 / 4304
	
	X
	X
	X

	Furniture
	Upholstered Seats & Sofas 
	9401 10 / 9401 20 /ex9401 30 / ex 940140 / 9401 61/ 9401 69 / 9401 71 / 9401 79 / 9401 80 / ex9403 10 / ex9403 20 / ex 9403 30 / ex9403 50 / ex9403 60 / 9403 70 / 9404 29 / ex9404 90
	FG
	X
	X
	X

	Gloves
	Gloves
	4203 21 / 4103 29
	FG
	X
	X
	X


c) Types of labelling requirements currently applied to the sectors and new requests on other type of labelling

Hides & Skins

Domestic raw hides and skins need to be accompanied by a commercial document indicating their provenience. Imported raw hides and skins have to be accompanied by a veterinary certificate that states the origin. 

This suffices for the identification of the origin of the raw material.

Pickled Pelts, Wet-Blue

Preliminarily treated raw materials do not have to comply with any labelling, marking or certification requirement. 

The origin is better indicated on the bale, the box or the container. The shipment documents would normally indicate the origin. 

Crust 

Semi-finished leather in the “crust” state does not have to comply with any labelling, marking or certification requirement. 

An origin indication (certification or mark) would be advisable. 

A Certificate of Origin accompanying a uniform lot could provide origin information in the following way:

Examples: US hide, tanned in Mexico, crusted in India; or Indian skin, tanned and crusted in India; or Brazilian hide, tanned in Brazil, crusted in Argentina; or EU skin, tanned in China, crusted in Pakistan; or hides of various origin, tanned and crusted in Thailand

Finished leather 

Idem as for crust but eventually adding the indication “finished in …”

Leather components & accessories

Origin marking or certification of these products is currently not compulsory but advisable. Printing mechanically on the backside the appropriate country could be a feasible solution in most cases unless the information is more appropriately conveyed through a certificate. A Certificate of Origin accompanying a uniform lot could provide origin information in the following way:

Example: heels made in Mexico; or EU (or Italian) Leather cut and stitched in India

Footwear, Leathergoods, Leather clothing

Footwear and clothing enjoy composition labelling in the EU. The origin of the various components could be added to the label identifying the nature of the component.

Leathergoods (bags, wallets and the like) enjoy in various EU Member States composition labelling such as footwear or clothing. At EU level this is still missing and should be put in place as a matter of urgency for the sake of traceability, transparency and consumer protection. Origin labelling of the component materials could then easily be integrated.

There is also an EU Eco-label for Footwear and numerous national Eco-labels for various consumer products setting standards for leather as a material or component.

d) Current problems, if any, found when marking for exports to third countries requiring compulsory origin marks

Leather and leather articles such as clothing, footwear (or leathergoods) face documentary requirements in a number of third countries as it has been evidenced in a recent study commissioned in 2004 by DG Trade for the Textile, Clothing, Leather and Footwear industry. 

The main problems consist of the variety of requirements from market to market, their complexity and time consuming character. The MAIA/IFM study reveals that in many cases there is an excessive product description requirement. EU operators allege that these requirements are implemented only to restrict imports. Reciprocity would therefore level the playing field. 

EU exporters must describe in detail the composition, sometimes also the colour of a given product, in the invoice, in specific documents or forms, in the certificate of origin, and in the label. A slight error in one of these documents leads to detention of goods, penalties and delays in the import process. Often, the documents are so complex that they constitute a disincentive for SME, willing to export in such markets as, for example, Argentina, Mexico, Egypt and the US.

Argentina requires the legalisation of the certificate of origin and, in some cases, the invoice or the labels. To import, for example, a given footwear product will require providing a complete description of the product in the invoice, the certificate of origin, the “Declaración Jurada de composición del producto”, the import certificate, the “Licencia automática previa de importación” and the label. Argentina requires the legalisation of the certificate of origin and to present the first invoice in case of shipment from the EU of non-EU products.

Mexico requires a complete description of the product in the invoice, “annex 18 document”, in the certificate of origin and in the label. In case of minor error, Customs lack flexibility and any discrepancy in the classification declared by the EU producer can result in penalties and rejection of import documents.

Egypt requires that the commercial invoice be legalised by the consulate in the country of origin. Information included in one export document must exactly match data included in the other, small discrepancies may further delay the importation.

The US requires a detailed product description in the invoice (composition, production methods) in the “single country” or “multiple country” declaration.

There are often discrepancies regarding the assessment of labelling requirements between importers and exporters. 

Mexico, Argentina or Brazil requires the indication of the fiscal registration number.

Mexico requires the indication of the composition of inputs.

The US has specific requirements for origin marking (qualified origin marking).

Russia requires the indication of the registration number of the certification body on the label.

India requires the marking of fabrics in the country of origin with specific data regarding the exporter, the importer and on the product composition in English and Hindi in the selvage.

2. Economic aspects

a) Current volume of domestic products marketed in the EC with a “made in the EU” origin mark or a national mark (“made in Member State X”)

Hides & Skins : 100%

Domestic raw hides and skins need to be accompanied by a commercial document indicating their provenience. Imported raw hides and skins have to be accompanied by a veterinary certificate that states the origin. 

Pickled Pelts, Wet-Blue: estimated 0%

Preliminarily treated raw materials do not have to comply with any labelling, marking or certification requirement. 

Crust: estimated 0% 

Semi-finished leather in the “crust” state does not have to comply with any labelling, marking or certification requirement. 

Finished leather: estimated 50% 

Although there is no marking requirement, EU leather industry operators may stamp on the packaging or other commercial document supplied to their customers the national origin. The EU origin indication is usually not used.

Leather components & accessories: estimated 30%

Origin marking or certification of these products is currently not compulsory. Origin marking may occur notably for specific accessories or components, such as footwear soles or particular metallic handbag or belt accessories. EU origin marking is not a feature.

Footwear, Leathergoods, Leather clothing: estimated 80%

Footwear and clothing enjoy composition labelling in the EU. The origin of the EU good sold on the EU market is likely to be conveyed either engraved on a discrete place of the article generally next to the brand name, or stamped on the label, and/or indicated on the packaging. 

Leathergoods (bags, wallets and the like) enjoy in various EU Member States composition labelling such as footwear or clothing. EU origin marking is not a feature.

b) Current volume of foreign products marketed in the EC with a foreign origin mark (“made in US”)

Hides & Skins : 100%

Imported raw hides and skins have to be accompanied by a veterinary certificate that states the origin. 

Pickled Pelts, Wet-Blue: estimated 0%

Preliminarily treated raw materials do not have to comply with any labelling, marking or certification requirement. 

Crust: estimated 0% 

Semi-finished leather in the “crust” state does not have to comply with any labelling, marking or certification requirement. 

Finished leather: estimated 0% 

There is no marking requirement, commercial documents for imported leather may carry a stamp on the packaging or the invoice supplied to their customers indicating the origin. 

Leather components & accessories: estimated 1%

Origin marking or certification of these products is currently not compulsory. Origin marking may occur notably for specific accessories or components, such as footwear soles or particular metallic handbag or belt accessories. 

Footwear, Leathergoods, Leather clothing: estimated 15%

Footwear and clothing enjoy composition labelling in the EU. The origin of the foreign good sold on the EU market is eventually conveyed either engraved on a discrete place of the article generally next to the brand name, or stamped on the label, and/or indicated on the packaging. 

Leathergoods (bags, wallets and the like) enjoy in various EU Member States composition labelling such as footwear or clothing. 

Imported consumer articles made with leather will notably carry an origin mark or label if the origin is a sign of distinction. This may be the case for products coming from the US, Canada or Japan. 

Chinese consumer products made with leather sold on the EU market may also be marked with “Made in China” notably if the same good is sold also on the US market which requires origin marking. Goods specifically produced for the EU market or for other markets not requiring compulsory origin marking would not carry such a mark.

Footwear boxes carrying a label indicating the origin on the outer face are much more frequent but the products themselves may not necessarily be marked. 

c) Volume or value of products marketed in the EC with false or misleading marks of origin

Hides & Skins : estimated 20%

Origin marking is not compulsory for placing hides & skins on the EU market. Origin indication may be conveyed through the commercial documents accompanying the raw materials.

Once raw materials are in free circulation within the Community, traders of hides & skins sometimes mix various origins with a view to form uniform lots or batches in terms of quality. Traceability of raw materials and therefore segregation of origins is only compulsory for those hides or skins of which certain collagenous-rich tissue (flesh splits) may also be valorised in the food chain (Gelatines, Collagen). 

Mixing of origins is not in itself an offence, notably when the product destination is exclusively leather production and where none of the by-products are further valorised. This practice constitutes, however, matter of concern to EU leather industry operators who may be mislead by the origin statements of non-professional suppliers and the potential impact on the quality of the product during processing. 

Pickled Pelts, Wet-Blue: estimated 5%

Origin marking is not compulsory for placing pickled pelts or wet-blue on the EU market. Origin indication may be conveyed through the commercial documents accompanying the raw materials.

EU operators purchasing directly from the producer in a B2B relationship are unlikely to be mislead by the origin of the products since the operation performed by the supplier is a guarantee of the origin.

Those purchasing these intermediate products (commodities) from wholesalers could eventually be confronted with false or misleading indications or origin in the accompanying commercial documents.   

Crust: estimated 5% 

Idem as for pickled pelts or wet-blue.

Finished leather: estimated 20% 

Origin marking is not compulsory for placing finished leather on the EU market. Origin indication may be conveyed through the commercial documents accompanying the products.

EU operators purchasing directly from the producer in a B2B relationship could be mislead by the origin of the products since the operation performed by the supplier is not necessarily a guarantee of the origin. According to current non-preferencial rules of origin, finishing in the EU imported crust is not considered as an operation conferring the origin. There is currently a controversy between the EU and certain trade partners within WCO for accepting “finishing” as an operation conferring the origin to a leather.

Those purchasing finished leathers from foreign suppliers or EU wholesalers could also eventually be confronted with false or misleading indications or origin in the accompanying commercial documents.   

Leather components & accessories: estimated 10%

Origin marking or certification of these products is currently not compulsory. Origin marking may occur notably for specific accessories or components, such as footwear soles or particular metallic handbag or belt accessories. 

Footwear, Leathergoods, Leather clothing: estimated 15%

It is estimated that every fifth pair of shoes, handbag, wallet, belt, or leather clothing sold in the EU notably through unconventional distribution channels such as street markets is counterfeited or conveys false indication of origin or misleading indications. 

d) Foreseen impact on delocalised industries to adapt to a compulsory origin marking for imports

Hides & Skins : nil

Production of hides and skins is by nature local and cannot be delocalised. 

Pickled Pelts, Wet-Blue: nil

Origin marking shall not be compulsory for placing pickled pelts or wet-blue on the EU market. Origin indication should continue to be conveyed through the commercial documents accompanying the raw materials.

Crust: marginal

Origin stamping on the backside of a crust requires simply the adaptation of the printing notice of the optical area-measurement reading machine.

Finished leather: marginal

Origin stamping on the backside of a finished leather requires simply the adaptation of the printing notice of the optical area-measurement reading machine.
Leather components & accessories: estimated less than 0.5% of production costs
The impact on extra-EU industries will be limited to the disclosure of the real origin of the product. Costs may vary depending on the way of affixing the origin mark.

Footwear, Leathergoods, Leather clothing: estimated less than 1% of production costs

The impact on extra-EU industries will be limited to the disclosure of the real origin of the product. Costs may vary depending on the way of affixing the origin mark.

e) Foreseen impact of the adaptation to a new EC regulation by domestic producers affixing “made in the EU” either voluntarily or compulsorily

Hides & Skins : nil

Production of hides and skins is by nature local and operators will eventually be discouraged to mix origins. 

Pickled Pelts, Wet-Blue: nil

Origin marking shall not be compulsory for placing pickled pelts or wet-blue on the EU market. Origin indication should continue to be conveyed through the commercial documents accompanying the raw materials.

Crust: marginal

Origin stamping on the backside of a crust requires simply the adaptation of the printing notice of the optical area-measurement reading machine.

Finished leather: marginal

Origin stamping on the backside of a finished leather requires simply the adaptation of the printing notice of the optical area-measurement reading machine.
Leather components & accessories: estimated less than 0.5% of production costs
The impact on EU domestic industries will be limited to the eventual disclosure of the real origin of the product. Costs may vary depending on the way of affixing the origin mark.

Footwear, Leathergoods, Leather clothing: estimated less than 1% of production costs

The impact on extra-EU industries will be limited to the eventual disclosure of the real origin of the product. Costs may vary depending on the way of affixing the origin mark.

f) Benefits expected from the implementation of an EU regulation on origin marking applicable to imported goods or to goods of EU origin

Hides & Skins : noticeable

Origin marking shall not be compulsory for placing pickled pelts or wet-blue on the EU market. Origin indication should continue to be conveyed through the commercial documents accompanying the raw materials. 

Compulsory origin indication on the commercial documents will allow EU operators to have certainty on the origin.

Operators will eventually be discouraged to mix origins improving traceability of origin along the value chain. 

Pickled Pelts, Wet-Blue: limited

Origin marking shall not be compulsory for placing pickled pelts or wet-blue on the EU market. Origin indication should continue to be conveyed through the commercial documents accompanying the raw materials. 

Compulsory origin indication on the commercial documents will allow EU operators purchasing from the commodities market without a direct business relation to the producer to have certainty on the origin.

Crust: significant

Compulsory origin stamping on the backside of a crust could yield significant benefits.

Finished leather: full potential benefits

Full potential benefits from the implementation of an EU regulation on origin marking can be reached if compulsory stamping of the origin on the backside of finished leather is associated to compulsory composition labelling including indication of material origin of components for all consumer articles made with leather sold on the EU market.

Leather components & accessories: full potential benefits
Full potential benefits from the implementation of an EU regulation on origin marking can be reached if compulsory origin marking of components and accessories is associated to compulsory composition labelling including origin indication of components for all relevant consumer articles sold on the EU market.

Footwear, Leathergoods, Leather clothing: full potential benefits
Over the medium and long term, an EC origin marking regulation is likely to have positive effects 

· for the consumer:

· better information

· for the producer

· greater legal security

· fairer reward of value added

· higher product guarantees and improved supply chain management

· finer segmentation of the market and development of new market niches

· for the suppliers

· better recognition of the value of supplies

· greater transparency and traceability

· improved customer relationship management

· greater legal certainty and security

· higher specialisation and competitiveness

· for the EU economy:

· sector turnover & workforce

Production in the EU will have the chance to be visible and better rewarded by the market stimulating the sectors’ human resources to higher levels of qualification and productivity. 

The negative trend in the sector’s turnover experienced over the last decade is expected to be reversed. 

Employment opportunities in the leather sectors notably in new EU member States are also to be expected.

· border control efficiency

Customs authorities and market inspectors will dispose of a valuable tool for controlling the identity and legality of the products placed on the EU market having high market relevance and societal importance. 

Statistical Annex
1. NACE subsection DB and DC and in particular Division 19 – Main indicators combined with Comext Trade Statistics

2. EU Leather Trade Statistics 1999-2003 in volume and value, for raw materials and finished leather (MAIA-IFM Study)

3. EU Footwear Trade Statistics 1999-2003 in volume and value (MAIA-IFM Study)

4. EU Leathergoods, Leather Clothing, Leather Gloves Trade Statistics 2002-2003 (UNIC Economic Department) including Summary Table with all sectors covering consumer articles

5. Graphical presentation of the development of EU import and exports of leather, footwear and clothing over 1999 and 2003 with selected trade partners (MAIA-IFM Study)

