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1. INTRODUCTION

Global garment brands and retailers are continuously looking for cheap(er) production locations;
as aresult speed and low costs have become important requirements for manufacturers. Rising
minimum wages in countries such as China and Vietnam have led to a shift in production, first to
Bangladesh, later to Myanmar and now Ethiopia is said to become the next hub for textile and
apparel sourcing.

Mondiaal FNV commissioned SOMO to conduct a short mapping (‘Quick Scan’) of the Ethiopian
garment industry.

AIM

The aim of the requested Quick Scan was to identify which international brands and retailers are currently sourcing
garments from Ethiopia as well as the linkages that exist between the Ethiopian garment industry and the Dutch
market. Mondiaal FNV is working together with CNV and the Fair Wear Foundation in a five year partnership with
the Dutch Ministry of Foreign Affairs (2016-2020). One of the countries the partnership will focus on is Ethiopia,
where the organisations intend to work together with local partners to stimulate social dialogue, to establish a living
wage and to reduce gender discrimination.

RESEARCH QUESTIONS

1. Which international brands and retailers are sourcing garments from Ethiopia?

2. Which brands and retailers are currently selling garments made in Ethiopia in the Netherlands?

3. What kinds of products are being produced by the Ethiopian garment industry?

4. Foreign ownership versus local ownership: what percentage of Ethiopia’s garment factories is foreign owned? What
percentage is locally owned? What percentage are joint ventures between local owners and foreign owners?

5. Are there any indications of unauthorised subcontracting between countries (e.g., foreign manufacturers shifting
production from one country to Ethiopia without informing the client and without mentioning Ethiopia as the coun-
try of origin)?

6. In order to determine what percentage of garments produced in Ethiopia are made from Ethiopian cotton, SOMO
will answer the following questions: What percentage of Ethiopian produced cotton is exported and what
percentage remains in Ethiopia for further processing (spinning, weaving, garmenting)? How much cotton is
imported by Ethiopia?

METHODOLOGY

Information was gathered using a combination of desk research, interviews, store visits and a short questionnaire.

First, an initial sample of manufacturers producing in Ethiopia and brands sourcing from Ethiopia was gathered

through desk research. The questionnaire was then sent to the identified brands to check the following:

(1) verification as to whether they were indeed sourcing garments in Ethiopia;

) which manufacturers they work with;

) the products they source from Ethiopia; and

4) the challenges that the brands identified as being associated with sourcing in Ethiopia. Several interviews were
held to gather additional information on the challenges associated with sourcing.
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INTERVIEWS WERE CONDUCTED WITH REPRESENTATIVES FROM:
O Dutch embassy in Ethiopia

O Ethical Apparel Africa

O Solidaridad

O Primark



QUESTIONNAIRE

SOMO drafted a questionnaire that inquires about garment companies’ sourcing activities in Ethiopia. The following
table shows the companies that received this questionnaire, which of them responded to the questionnaire (IHl);
which of them preferred not to respond to the questions ([l ); and which companies did not respond ().

TABLE 1: COMPANY RESPONSES TO SOMO QUESTIONNAIRE

Adidas Tesco Schoffel
Marks and Spencer C&A WalMart

H&M Inditex Obermayer
Primark Tchibo George (Asda)
JCPenny Kik Levi Strauss
Phillips-Van Heusen? VF Corporation Hugo Boss

1 Both sides failed in efforts to set up a telephone conversation.



2. THE ETHIOPIAN GARMENT
INDUSTRY

2.1 GROWTH OF THE TEXTILE AND GARMENT INDUSTRY IN ETHIOPIA

Ethiopia has a long history of textile manufacturing for the local market. In recent years, the sector has undergone
rapid growth, with a number of new players - often foreign-owned textile and garment manufacturers - establishing
production facilities with the aim of supplying to foreign markets.? This expansion has both internal and external
reasons. Changing conditions (such as increasing wages) in popular textile and apparel producing countries such as
China have led brands and retailers as well as manufacturers to seek alternative sourcing locations with lower pro-
duction costs. Ethiopia has emerged as an interesting option having a large and cheap workforce. Ethiopia has no
established official minimum wage rate and thus wages in the garment and textile industry can be as low as $23 per
month.3In an unpublished analysis of Ethiopia’s textile and garment industry, which was drafted by Annie Francis for
Mondiaal FNV, Francis provides a list of monthly salaries that range between $26 to $60.* Low labour costs are seen
as Ethiopia’s most attractive feature.

In an effort to diversify a dominantly agricultural economy, the Ethiopian government has contributed to the growth
of the textile and garment industry by prioritizing the industry as a strategic sector. As a result, the government has
set ambitious targets for the industry in its Growth and Transformation Plan (2010-2015), which aimed to increase
annual earnings from $160 million in 2007 to $1 billion by 2016 and increase direct foreign investment by $1.6 bil-
lion in order to build 191 new textile and garment factories.” The goal is to increase export from the current 20% of
total garment and textile production to 80% of the total garment and textile production by 2020, so that garment
and textile exports will eventually account for a total of 22% of all exports.

Incentives for the garment and textile industry

In order to achieve these stated targets, the government created several incentives to attract foreign companies,
such as export incentives, low-cost land lease options, low-interest loans (as low as 3%), corporate tax holidays and
custom duty exemptions on imported equipment.® In addition, the Ethiopian government established the Ethiopian
Industrial Development Zones Cooperation in 2014, which is responsible for the development of several state-of-
the-art industrial parks, making it easy for foreign investors to settle in the country. Furthermore, low electricity
costs’ and relatively easy access to the global market due to trade agreements such as the African Growth and
Opportunity Act and the GSP+ and several bilateral trade agreements make Ethiopia a more attractive sourcing des-
tination.

2.2. CHALLENGES FOR THE TEXTILE AND GARMENT INDUSTRY IN ETHIOPIA

Despite government incentives, the interviews and questionnaires conducted for this report reveal that companies
have been slow to respond. The initial enthusiasm that brands had for Ethiopia has yet to result in the large increase
in production that the Ethiopian government was aiming to achieve. Moreover, several buyers who were initially
interested have not started production in Ethiopia, while several brands that are currently producing in Ethiopia are
producing at lower volumes than initially expected.

2Based on: Francis, A. (2015) Context Analysis Textile and Garment Sector in Ethiopia (Draft Version).

3 Wall Street Journal, ‘Search for Ever Cheaper Garment Factories Leads to Africa’, July 12, 2015.
<http://www.wsj.com/articles/search-for-ever-cheaper-garment-factories-leads-to-africa-1436347982>

4 Based on: Francis, A. (2015) Context Analysis Textile and Garment Sector in Ethiopia (Draft Version).

> Africa Fashion Guide, ‘Ethiopia is the New Sourcing Destination’, June 8, 2013
<http://www.africafashionguide.com/ethiopia-is-the-new-sourcing-destination>.

5 Wall Street Journal, ‘Search for Ever Cheaper Garment Factories Leads to Africa’, July 12, 2015.
<http://www.wsj.com/articles/search-for-ever-cheaper-garment-factories-leads-to-africa-1436347982>

7 Ibid.



Challenges remain within the Ethiopian textile and garment sector. For one, the lack of worker experience and edu-
cation attributes to both the low quality of products as well as low worker productivity.® In a report by the CBI, H&M
reportedly mentioned that production costs in Ethiopia are, on average, 20% higher than in Bangladesh. Limited effi-
ciency and capacity utilization, as well as the limited skills of workers and quality of raw materials, may help explain
the discrepancy in production costs.?

Protests and demonstrations

In 2016, protests and demonstrations in Ethiopia increased throughout the year. The demonstrations, galvanized ini-
tially around land issues, soon turned to protests directly against the Ethiopian government. Since a state of emer-
gency was declared by the government on October 9, 2016, the protests have lessened.*® In an email sent to SOMO
in January 2017, the Dutch embassy noted that the civil unrest had “calmed down,” and there continued to be in gen-
eral, good chances for (Dutch) investments in Ethiopia. However, government bureaucracy and inefficiency, the
unpredictability of the Ethiopian tax regime, shortage of foreign exchange, as well as poor land rights registration
have a negative influence on potential investments.'?

Availability of cotton

Another important factor is the availability of cotton. According to the government-owned Textile Industry
Development Institute, there are 3 million hectares available for cotton farming in Ethiopia.'? The government's cal-
culations are used as justification for a policy that encourages an expansion of cotton production. However, current
production is very small compared to the area designated by the government for potential cotton farming. Only
30,000 to 40,000 hectares are currently being utilised,*> which is not enough to keep up with current garment pro-
duction demand. This means cotton is still being imported, which makes production costs less competitive from a
global perspective. To address this challenge the development of cotton production is a key element in the govern-
ment's plans for the industry’s expansion. The quality of cotton produced in Ethiopia will also need to be addressed.
In a response to this report’s questionnaire, H&M mentioned that ‘due to quality challenges, H&M has since 2014 not
been able to use Ethiopian cotton*4,

Land issues

It should be noted that the way in which the Ethiopian government has arranged land deals has been contested, and
there are various known cases of land grabs.'> Large-scale land deals are often paired with government-led villagisa-
tion projects, in which local populations are forcibly removed from their land without proper compensation.®
Protests against forced displacement have been met with government violence.!” Furthermore, the growing compe-
tition for grazing lands by pastoralists has caused increased tensions between Ethiopia’s various ethnic groups.®

8Deutsche Welle, ‘Low wages draw international textile companies to Ethiopia, December 10, 2015 < http://www.dw.com/en/low-wag-
es-draw-international-textile-companies-to-ethiopia/a-18877027>, CBI, ‘Business Opportunity Report Ethiopia: Textile & Apparel
Industry’, November 2015 < https://www.rvo.nl/sites/default/files/2015/11/Rapport_Textile_Ethiopi%C3%AB.pdf>.

9CBI, ‘Business Opportunity Report Ethiopia: Textile & Apparel Industry’, November 2015 < https://www.rvo.nl/sites/default/files/2015/11/
Rapport_Textile_Ethiopi%C3%AB.pdf>, page 17.

10The State of emergency has been declared for half a year

11Dutch embassy in Ethiopia, response to questions from SOMO, January 26, 2017 (email)

12Africa Fashion Guide, ‘Ethiopia is the New Sourcing Destination’, June 8, 2013 <http://www.africafashionguide.com/ethio-
pia-is-the-new-sourcing-destination> ; TextileFuture, ‘Is Ethiopia a rising textile sourcing and production star?’, no date <https://www.tex-
tile-future.com/-textile-manufacturing/news/is-ethiopia-a-rising-textile-sourcing-and-production-star/2306/>.

3]bid.

14H&M, H&M response to SOMO questionnaire, December 22, 2016 (email).

15The Oakland Institute, 'We Say The Land Is Not Yours: Breaking the silence against forced displacement in Ethiopia’, April 2015 <https://
www.oaklandinstitute.org/sites/oaklandinstitute.org/files/Breaking%20the%20Silence.pdf>.

%bid.

7Human Rights Watch, ‘Interview: Ethiopia’s Bloody Crackdown on Peaceful Dissent’, June 15, 2016 <https://www.hrw.org/
news/2016/06/15/interview-ethiopias-bloody-crackdown-peaceful-dissent>.

®Human Rights Watch, ‘Ethiopia: Events of 2015, no date <https://www.hrw.org/world-report/2016/country-chapters/ethiopia>.



Increase in production

Despite the aforementioned challenges, several brands have started producing in Ethiopia leading to a substantial
increase in production from 2012 on. Several international apparel companies (e.g. H&M) have started sourcing from
Ethiopian factories and have identified Ethiopia as a ‘top sourcing destination’. ** The above mentioned challenges
however will continue to have a severe influence on the growth of the sector. As mentioned earlier there are several
brands that are producing at lower figures than initially expected and several brands have looked at Ethiopia as a
possible sourcing destination but have not (yet) started production.

Examples of initiatives

To overcome several challenges, the Dutch embassy in Ethiopia provides funding for Solidaridad to conduct a training
program that covers a diverse range of issues including working conditions, environmental issues, quality and effi-
ciency, and connections to the international market.

H&M was expected to startin 2017 with the implementation of a sustainable cotton project, aiming to increase
traceability and introduce better economic, social and environmental practices to selected Ethiopian cotton farmers.
The long-term aim is to gradually introduce Ethiopian cotton in our products’?,

19Wall Street Journal, ‘Search for Ever Cheaper Garment Factories Leads to Africa’, July 12, 2015
http://www.wsj.com/articles/search-for-ever-cheaper-garment-factories-leads-to-africa-1436347982.
20H&M, H&M response to SOMO questionnaire, December 22, 2016 (email).



3. THE GARMENT SUPPLY CHAIN
IN ETHIOPIA

From yarn production to manufacturing finished garments and everything in between: textile
producers in Ethiopia are engaged in a wide range of activities. While some factories focus only
on CMT (‘Cut-Make-Trim’) others are also engaged in weaving and knitting. A significant number
of the textile companies are vertically integrated, meaning that they engage in the production
of yarns, fabrics and textiles, as well as finished garments. There are 122 textile and garment
factories in Ethiopia.?* The Ethiopian government is making efforts to add more value in the
country and is restricting the export of raw, domestically produced cotton, in order to encour-
age companies to use local sources.??

Figure 1: different types of textile and garment companies operating in Ethiopia

INTEGRATED COMPANIES

13 companies

Cotton . . . o Shipping of
growing and N Spinning Mills Weaymg or Garmer.mt N Traditional — finished
harvesting knitting companies handloom products

21 companies 3 companies 18 companies 60 companies 7 companies

Based on figures from the Ethiopian Investment Commision®3

3.1. RAW COTTON, YARN AND FABRICS

Raw cotton production

According to a US Global Agricultural Information Network (GAIN) report?4, Ethiopia’s total cotton production for
2014-15 was approximately 40,000 metric tons. The estimation for 2015-16 is 38,000 metric tons and for 2016-17
the prediction is that production will increase slightly to a total of 45,000 metric tons?°. Meanwhile, imports continue
to increase as well, comprising an estimated 8,000 metric tons for 2014-15%, and a predicted increase to 14,000
metric tons for 2016-17%. Information provided by the US Department of Agriculture (USDA), which monitors every
country’'s cotton production and trade figures, clearly shows that Ethiopia’s cotton production is currently still very
insignificant compared to such top producers as India (which produced 5.74 million metric tons in 2015-16), the US
(2.81 million metric tons) and China (4.79 million metric tons)?8. Find in figure 2 Ethiopia’s cotton production com-
pared with the five top producers globally.

21EIC, Cotton, textile and apparel investment sector profile summary. Ethiopia, no year,
<http://www.intracen.org/uploadedFiles/intracenorg/Content/Redesign/Projects/SITA/4pager_Ethiopia_CTA_final_web_pages.pdf>

2|bid.

23EIC, Cotton, textile and apparel investment sector profile summary. Ethiopia, no year, < http://www.intracen.org/uploadedFiles/intra-
cenorg/Content/Redesign/Projects/SITA/4pager_Ethiopia_CTA_final_web_pages.pdf>

24US Department of Agriculture Foreign Agricultural Service, ‘Annual Cotton Report: Ethiopia’, May 14, 2015 <http://gain.fas.usda.gov/
Recent%20GAIN%20Publications/Annual%20Cotton%20Report_Addis%20Ababa_Ethiopia_5-14-2015.pdf>

25export.gov, Ethiopia Country Commercial Guide, 13 January, 2017 https://www.export.gov/article?id=Ethiopia-Cotton

26US Department of Agriculture Foreign Agricultural Service, ‘Annual Cotton Report: Ethiopia’, May 14, 2015<http://gain.fas.usda.gov/
Recent%20GAIN%20Publications/Annual%20Cotton%20Report_Addis%20Ababa_Ethiopia_5-14-2015.pdf>

¢’United States Department of Agriculture, ‘Cotton: World Markets and Trade’, January 2017. <https://apps.fas.usda.gov/psdonline/circulars/
cotton.pdf>

28United States Department of Agriculture, ‘Cotton: World Markets and Trade’, December 2016, <https://apps.fas.usda.gov/psdonline/circu-
lars/cotton.pdf >



Figure 2: Ethiopia compared with main cotton producing countries
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Based on figures from the United States Department of Agriculture, ‘Cotton: World Markets and Trade’, December 2016,

Ethiopia utilises only a small percentage of its cotton-producing potential, which means that Ethiopia must also
import cotton to fully meet the demands of its garment and textile industry. It is clear from table 2 that most of the
cotton Ethiopia imports comes from the world's leading cotton producers, such as India, China and the US. Solidaridad
notes in an interview that some of these countries, for example India, sell cotton at such a low price that it is hard
for local Ethiopian producers to compete.?® Furthermore, not all of the cotton produced in Ethiopia meets the stand-
ards of its garment manufacturers. This is best illustrated by Tchibo's response to the question about whether tex-
tiles and garments that the company sources from Ethiopia are made using Ethiopian cotton. 'Yes, 40% of the cotton
used comes from Ethiopia including ‘Cotton made in Africa’ from the Metema region. All of the other cotton is mainly
organic, which has to be imported at present, as our sourcing criteria are presently not met in-country. We hope to
find sources for organic cotton in Ethiopia, which meet our criteria for sourcing (e.g., no land grabbing) in order to
increase the sourcing of Ethiopian cotton’.3°

?3Solidaridad, interview with Ariane Biemond on October 11, 2016.
30Tchibo's response to SOMO questionnaire, October 31, 2016 (email).



Table 2: Top cotton import destinations for Ethiopia in 2015

RANKING COUNTRY IMPORT VALUE ($)
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=
(=]

Source: UN comtrade database. http://comtrade.un.org/.

The GAIN report states that the varieties of cotton currently being grown in Ethiopia have been sourced from the
United States over twenty years ago. However, it seems that the genetically modified Bt-variety is on the verge of
taking over as the most important variety, since farmers are struggling to manage pests such as the cotton boll-
worm. The Ethiopian government has recently begun importing the Bt-variety to conduct a field trial.?>> The down-
side of genetically modified cotton varieties is that farmers cannot save seeds from their harvest to replantin the
following season. This means that they are forced to buy new seeds every year, which makes them dependent on
seed companies such as Monsanto.*

It is unclear to what extent Ethiopia is producing organic cotton. According to the ‘Textile Exchange Organic Cotton
Market Report’ for 2016, Ethiopia’s organic cotton production in 2014-15 was 145 metric tons of fibre grown on 880 hec-
tares of land. This is the cotton harvested from an Omo Valley farm owned by Else Addis, a Turkish textile company, who,
however, terminated its Ethiopian operations in September of 2016 as a result of a conflict over unpaid bills.3* A second
project described in the Market Report concerns a collaboration between PAN UK and Solidaridad, which supports 2,000
smallholder cotton farmers. Transition to organic cotton production is one of the aims of this project.?

31Areas not specified elsewhere.

32The Ethiopian Herald, ‘Ethiopia: Transgenic Cotton Plantation to Meet Demand’, September 6, 2016 <http://allafrica.com/sto-
ries/201609060325.html>.

33The Guardian, ‘The Guardian view on GM cotton: handle with care’, September 4, 2016 <https://www.theguardian.com/commentis-
free/2016/sep/04/the-guardian-view-on-gm-cotton-handle-with-care>.

34The Reporter Ethiopia, ‘'Turkish Textile Factory Terminates Operations’, September 17, 2016 <http://www.thereporterethiopia.com/con-
tent/turkish-textile-factory-terminates-operations>.

3TextileExchange, ‘Organic Cotton Market Report 2016, 2016 <http://textileexchange.org/wp-content/uploads/2016/07/2016-TE-Organ-
ic-Cotton-Market-Report.pdf>.



Table 3: Top 10 export destinations for Ethiopian cotton in 2015

RANKING COUNTRY IMPORT VALUE ($)
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Source: UN comtrade database. http://comtrade.un.org/.

Ethiopian-produced raw cotton exports remain negligible. GAIN noted that 'Ethiopia is not expected to export cotton
in the foreseeable future given the burgeoning local demand'.3® There was also no re-exportation of raw cotton,
which indicates that all the imports of unprocessed cotton were used in Ethiopia to be processed further.3” Yarn is an
important product of this value-adding process. The value of yarn exports in 2015 was four times greater than the
import value of this product category (‘cotton yarn (other than sewing thread), containing 85% or more by weight of
cotton, not put up for retail sale’): $14,056,664 versus $3,510,859.38

Production of yarn

In an investment opportunity profile for a cotton spinning mill, the Ethiopian Investment Agency compared domestic
demand for cotton yarn with local supplies. Demand is increasing faster than supplies, although supplies in 2012
were higher in absolute terms, with a total of around 50,000 tons.?® Figures of cotton yarn exports for 2015 show
that although supplies still exceed demand, the surplus is decreasing.

36US Department of Agriculture Foreign Agricultural Service, ‘Annual Cotton Report: Ethiopia’, May 14, 2015
<http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Annual%20Cotton%20Report_Addis%20Ababa_Ethiopia_5-14-2015.pdf>.

¥\bid.

38|bid.

39tthiopian Investment Agency, ‘Investment Opportunity Profile for Cotton Spinning Mill in Ethiopia’, April 2014 <http://www.investethio-
pia.gov.et/images/pdf/EIA-OSS_Cotton_Spinning_Mill%20_Investment_Opportunity_Profile.pdf>, p. 12.

10



FIGURES FOR COTTON, YARN AND FABRICS

Figure 3: cotton - which includes raw cotton, yarn and woven fabrics - imports

Ethiopia’s cotton imports based on UN Comtrade data 2015
1%
2% 2% | 0%

B Cotton, carded or combed.

@ Cotton, not carded or combed.

@ Woven cotton fabrics, containing 85% or
more by weight of cotton, which do not
weigh more than 200 g/m?.

M Cotton varn (other than sewing thread),
containing 85% more by weight of cotton,
not put up for retail sale.

B Woven cotton fabrics, containing 85% or
more by weight of cotton, which weigh more
than 200 g/m?2.

MW Cotton varn (other than sewing thread),
containing less than 85% more by weight of
cotton, not put up for retail sale.

O Cotton sewing thread, whether or not
put up for retail sale.

B Cotton waste (including yarn waste and
garnetted stock).

B Cotton yarn (other than sewing thread),
put up for retail sale.

In 2015, Ethiopia imported cotton products for a value of $32,928,021.4° The country's cotton exports were valued

at $19,787,667.4

Figure 4: cotton - which includes raw cotton, yarn and woven fabrics - exports

1%1% go,

.

Ethiopia’s cotton exports based on UN Comtrade data 2015

B Cotton varn (other than sewing thread),
containing 85% more by weight of cotton,
not put up for retail sale.

E Woven cotton fabrics, containing 85% or
more by weight of cotton, which weigh more
than 200 g/m?.

B Woven cotton fabrics, containing 85% or

more by weight of cotton, which do not weigh

more than 200 g/m?.
W Cotton varn (other than sewing thread),

containing less than 85% by weight of cotton,

not put up for retail sale.

O Cotton yarn (other than sewing thread),
put up for retail sale.

B Cotton waste (including yarn waste and
garnetted stock).

4OUN Comtrade Database, <http://comtrade.un.org/data/>.
“bid.
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Meanwhile, Ethiopia’s cotton imports consisted mainly of ‘cotton, not carded or combed’ (raw cotton, which is 41% of
total cotton import value), ‘cotton, carded or combed’ (22%) and ‘woven fabrics of cotton, containing 85% or more by
weight of cotton, weighing not more than 200 g/m2’ (15%).4? Thus, (raw) cotton remains an important import prod-
uct for Ethiopia.

A single category comprised 75% of the total value of Ethiopia’s cotton exports: ‘cotton yarn (other than sewing
thread), containing 85% or more by weight of cotton, not put up for retail sale'.*3

3.2. EXPORT OF GARMENTS AND TEXTILE PRODUCTS

Garment production of finished products ranges from underwear to shirts to pants and jackets for men, women and
children. Currently, buyers in Ethiopia such as H&M source mainly ‘large volume items’ such as basic T-shirts.*
Household textiles are also among the end products of Ethiopia’s textile industry. This section provides basic infor-
mation on the destinations of Ethiopian, apparel and household linen and the importance of the textile and garment
industry to the Ethiopian economy.

Tables 4 and 5 present information about Ethiopian exports of different garment product groups: knitted or cro-
cheted apparel and accessories (Harmonized System code 61, table 4) and apparel and accessories not knitted or
crocheted (harmonized system code 62, table 5).

While the Netherlands is an important trading partner of Ethiopia*®, The Netherlands is nowhere near the top tenin
either of these categories, while Germany appears as the number one destination for over 70% of exported
Ethiopian garments.

Table 4: Top 10 export destinations for Ethiopian apparel and accessories, knitted or crocheted (HS 61) in 2015

RANKING COUNTRY IMPORT VALUE (5)

VIOINOOn AW N R

=
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Source: UN comtrade database. http://comtrade.un.org/.

4?|bid.

“|bid.

44McKinsey & Company, ‘East Africa: The next hub for apparel sourcing?’, August 2015 <http://www.mckinsey.com/industries/retail/our-in-
sights/east-africa-the-next-hub-for-apparel-sourcing>.

4The Netherlands ranks third as destination for Ethiopian exports with over 10% of total Ethiopian exports destined for the Netherlands.
Ethiopia exports for a total value of over $500 million to the Netherlands of which over 90% consists of cut flowers. Source: United
Nations, UN Comtrade database. http://comtrade.un.org/.
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Table 5: Top 10 export destinations for Ethiopian apparel and accessories, not knitted or crocheted (HS 62)4¢

RANKING COUNTRY IMPORT VALUE ($)
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Source: UN Comtrade database. http://comtrade.un.org/.

The Netherlands appears to be a very small player in both of these export categories. If we also take into account
the fact that total garment imports to the Netherlands were valued at over $10 billion dollars in 2015, it is appar-
ent that Ethiopian garment industry imports are a negligible aspect of the Dutch-Ethiopian trade relationship. The
same is true for household linen (Harmonized System code 6302). Table 6 shows that the Netherlands ranked 29th
among Ethiopia’s household linen export partners, with exports totalling a mere $238, an insignificant figure both in
light of the $2 million worth of household linen that Ethiopia exported and the $462 million of household linen that
the Netherlands imported in 2015.

Table 6: Top 10 export destinations for Ethiopian household linen in 201548

RANKING COUNTRY IMPORT VALUE ($)

WO NV WN R

[
o

Source: UN comtrade database. http://comtrade.un.org/

4UN Comtrade Database, <http://comtrade.un.org/data/>.
47|bid.
“8|bid.
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3.3. ETHIOPIAN YARN, TEXTILE AND GARMENT PRODUCERS

In the initial literature review SOMO made an inventory of manufacturers that are producing for the export market
as well as, where possible, the connections of these manufacturers to specific brands and retailers. SOMO made con-
tact with the brands and retailers to verify the information, but did not always receive an answer. More transparency
of retailers and brands, field research and further engagement with the manufacturers is needed to fill in the gaps in
the table below. Time and money restraints prevented such strategies to be utilized for this report. Find an overview
of the information from public available sources such as companies’ websites and supplier lists in table 7.

Table 7: Overview of manufacturers in Ethiopia

MANUFACTURER |TYPE PRODUCTS OWNERSHIP BUYERS BUYERS OF THE |WORKFORCE

NAME & ADDRESS (HOME MANUFACTURER
COUNTRY) IN GENERAL
(Unsure if their
brand is produced
in Eth.)

“‘Almeda Textile plc. website, no date <http://almedatextiles.com/index.html>.

5°Almeda Textile plc. presentation, no date <http://www.german-tech.org/Download/MEK_Ethiopia_Presentation_Almeda_10.10.14.pdf>
(Accessed on October 7, 2016).

5IH&M, ‘Our supplier factory list’, no date <http://sustainability.hm.com/en/sustainability/downloads-resources/resources/supplier-list.
html> (Accessed on September 23, 2016).

52Arvind, ‘Garment Exports’, no date <http://arvind.com/division/garmentexports.htm> (Accessed on October 7, 2016).

53Arvind Lifestyle Brands Limited, ‘Brands’, no date <http://arvindbrands.com/brands> (Accessed on October 7, 2016).

>4Ayka Addis Textile / Addis Ababa Ethiopia’, April 3, 2014. Youtube video, <https://www.youtube.com/watch?v=w32APeA9vsM>.

55Ayka Addis Textile & Investment Group, ‘Addis Ayka’, no date <http://www.aykatextile.com/adisayka.htm> .




MANUFACTURER |TYPE PRODUCTS OWNERSHIP BUYERS BUYERS OF THE |WORKFORCE
NAME & ADDRESS (HOME MANUFACTURER
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4. BRANDS AND RETAILERS
SOURCING FROM ETHIOPIA

Through desk research an initial sample was made of manufacturers producing in Ethiopia and
brands that were sourcing in Ethiopia. SOMO sent a questionnaire to the identified international
brands to confirm their sourcing relations. This information can be found in table 8. In addition,
the FNV sent a questionnaire to the Dutch trade associations who did not answer themselves
but referred to the Sustainable Garment and Textile Sector agreement between companies,
CSOs and the Dutch government. The Sector agreement was unable to provide relevant informa-
tion in time to be included in this report.

It is difficult for locally owned factories to establish a relationship with international brands, especially for the spin-
ning and dyeing companies, which are reportedly not up to industry standards. The Dutch embassy and Solidaridad®®
have both mentioned in interviews that local producers are being trained to be able to better handle international
buyers and their demands. H&M is a brand that is currently working with two locally owned factories, while other
brands are mainly working with international manufacturers. In an email, H&M mentioned that: ‘the challenges we
see 1o a sustainable continued development of the garment industry in Ethiopia concerns the need for better func
tioning logistics, increased skills development. Structurally better access to trade and financing mechanism are
needed, as well as the back linkage (development of the upstream supply chain, from cotton to garment)'.®’

PVH, which owns brands such as Tommy Hilfiger and Calvin Klein, has plans to start sourcing from Ethiopia. PVH is
investing in the development of Hawassa Industrial Park (see Box 1 for more information).

Box 1: Hawassa Industrial Park

P
In July 2016, the Ethiopian Industrial Parks Development Corporation’s flagship project, Hawassa Industrial Park,

a public-private collaboration between suppliers, the Ethiopian government and donor groups, opened near the
small town of Hawassa in southern Ethiopia®. The park, designed and built by the China Civil Engineering
Construction Corporation cost $250 million and is comprised of 37 factory buildings on 300,000 m? dedicated to
the textile and apparel sector®. Media coverage has mentioned that the park has thus far attracted 15 foreign
and 6 local textile and apparel manufacturers including Vanity Fair and H&M?®°. Furthermore, Phillips-Van
Heusen (PVH) Corporation (US), Wuxi Jinmao Foreign Trade Company (China), Hirdaramani Group (Sri Lanka),
Arvind Itd and Raymond group (India), TAL and EPIC (Hong Kong), and PTU (Indonesia) have leased facilities®*.

86Solidaridad, interview with Ariane Biemond on October 11, 2016; Dutch Embassy, interview with Jonathan Dul, October 14, 2016.

8’H&M, H&M response to the SOMO questionnaire, December 22, 2016 (email).

88ethiopian News Agency, ‘Hawassa industrial park inaugurated’, July 13, 2016 <http://www.ena.gov.et/en/index.php/economy/
item/1642-hawassa-industrial-park-inaugurated>.

89SABC, ‘Ethiopia opens new industrial park’, July 17, 2016 <http://www.sabc.co.za/news/a/45762d004d860e51b404fe6e73dd0db0/
Ethiopia-opens-new-industrial-park-20160717>.

%9The Reporter Ethiopia, “"Hawassa Industrial Park to House 21 Foreign, Domestic Investors’, July 9, 2016 <http://www.thereporterethiopia.
com/content/hawassa-industrial-park-house-21-foreign-domestic-investors> ; SABC, ‘Ethiopia opens new industrial park’, July 17, 2016
<http://www.sabc.co.za/news/a/45762d004d860e51b404fe6e73dd0db0/Ethiopia-opens-new-industrial-park-20160717>.

91The Reporter Ethiopia, ‘Hawassa Industrial Park to House 21 Foreign, Domestic Investors, July 9, 2016 <http://www.thereporterethiopia.
com/content/hawassa-industrial-park-house-21-foreign-domestic-investors>.
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When the park is fully operational, it is expected to employ 60,000 workers and create circa $1 billion dollars in
export revenues for Ethiopia®2. To this extent, an agreement was signed on July 25, 2016 between the UK’s
Department for International Development, the Trade and Industry Bureau of Southern Nations, Nationalities
and Peoples Regional State, the Ethiopian Textile Industry Development Institute, and the Tenants’ Association
representing the manufacturers at the park, to start with the recruiting and training of 30,000 textile and gar-
ment industry workers for employment at Hawassa Industrial Park®3. The park will serve as a model for new
industrial parks in Adama, Dire Dawa, Mekele and Kombolcha to be built over the next five years®4.

On the suppliers’ side, PVH was especially closely involved in the process of establishing Hawassa industrial
Park. Other than producing there, PVH also plans to use this location as the hub for an Ethiopian clothing-
sourcing network they intend to set up, which will involve trading with established local manufacturers®.

Table 8: brands responses to the questionnaire sent by SOMO on sourcing in Ethiopia

JCPenney

%2Ethiopian News Agency, 'Hawassa Industrial Park to go operation next week’, July 7, 2016 <http://www.ena.gov.et/en/index.php/
economy/item/1608-hawassa-industrial-park-to-go-operation-next-week> ; Fibre2Fashion, ‘30k workforce to be trained for Hawassa
Industrial Park’, July 25, 2016.<http://www.fibre2fashion.com/news/apparel-news/30k-workforce-to-be-trained-for-hawassa-industrial-
park-190783-newsdetails.htm>.

93Fibre2Fashion, '30k workforce to be trained for Hawassa Industrial Park’, July 25, 2016 <http://www.fibre2fashion.com/news/apparel-
news/30k-workforce-to-be-trained-for-hawassa-industrial-park-190783-newsdetails.htm>.

94Ibid.

95PVH, 'Moving the Needle in Ethiopia’, no date <https://www.pvh.com/responsibility/our-approach/Moving%20the%20Needle%20in%20
Ethiopia>.

9%H&M, H&M response to SOMO questionnaire, December 22, 2016 (email).

97Levi Strauss, response to SOMO questionnaire, October 20, 2016 (email).
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Kik (Germany)

Levi Strauss

Phillips-Van Heusen
(PVH owns Calvin Klein, Tommy Hilfiger, Van Heusen, 1Z0D, ARROW, Speedo, Warner's and 0lga)

Primark

%8Primark, response to SOMO questionnaire, October, 20, 2016 (email).
%9Primark, interview with Libby Annat, December 20, 2016.
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Tchibo

Schéffel

100Tchibo mentions that they have only one supplier in Ethiopia. They were already buying from Ayka in Turkey before they expanded into
Ethiopia. It is unclear how much of Thchibo’s production comes from Turkey and how much from Ethiopia.
101Tchibo, response to SOMO questionnaire, October 31, 2016 (email).
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WALMART

OBERMAYER

GEORGE (ASDA)

102Tesco, response to SOMO questionnaire, October 26th 2016 (email).




MARKS & SPENCER

VF CORPORATION (OWNS TIMBERLAND, NORTH FACE, LEE, WRANGLER BRANDS)

ADIDAS

103Marks & Spencer, response to SOMO questionnaire, October 12, 2016 (email).

104Apparel Online Magazine, ‘Ethiopia: PVH to increase sourcing from Africa, set to source bottom wear from Ethiopia’, July 9, 2015, shared
on Linkedin <https://www.linkedin.com/pulse/ethiopia-pvh-increase-sourcing-from-africa-set-source-apparel> ; KnittingIndustry, 'Major
brands are beginning to source from Ethiopia and Kenya’, March 5, 2015 <http://www.knittingindustry.com/major-brands-are-beginning-
to-source-from-ethiopia-and-kenya/>.

105Tchibo, response to SOMO questionnaire, October 13, 2016 (email).

105Tchibo, response to SOMO questionnaire, October 17, 2016 (email).
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INDITEX

4.1. LINKAGES BETWEEN ETHIOPIA’'S GARMENT INDUSTRY AND THE DUTCH MARKET

In order to find out to what extent Ethiopia-made garments are being sold in Dutch shops, numerous store visits were
conducted, the results of which are found in annex 1. The results from the store visits in general indicate that the num-
ber of Ethiopian garments that end up in the Netherlands is very small compared to other garment-producing countries.
SOMO visited a number of H&Ms and did find a total of three different items with a ‘Made in Ethiopia’ label. The items

- two white T-shirts and a black pair of leggings - were basic products and were made of 95-100% cotton.

It should be noted however, that a number of Dutch textile and garment brands and retailers do not include ‘'made in’
labels on their products.

4.2. UNAUTHORISED SUBCONTRACTING

No information could be found on unauthorised subcontracting between countries.

107C&A, response to SOMO questionnaire, October 20, 2016 (email).
108C&A, response to SOMO questionnaire, November 4, 2016 (email).
109|nditex, response to SOMO questionnaire, October 20, 2016 (email).
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5. CONCLUSION

Although Ethiopia is seen by global brands and retailers as an ideal country for manufacturing
and/or production mainly due to their large and cheap workforce, the initial interest has not
vet led to the expected increase in production. There are still multiple challenges, such as the
low productivity and quality, unrests related to land issues, and issues such as government
bureaucracy.

Despite these challenges, several brands have started producing in Ethiopia, with H&M and PVH as the largest inter-
national brands active in Ethiopia. Ethiopia is mostly producing basic products such as T-shirts. Most of Ethiopia’s
garment exports are destined for Germany, while other European countries receive small quantities. The United
States also receives a portion of the exports.

Garments from Ethiopia can hardly be found in the Netherlands as the export figures show. A search in shops in the
Netherlands lead to three basic articles found in H&M shops only.
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ANNEX 1: SHOP VISITS

SHOP (BRAND) LOCATION

Primark

H&M

Esprit

Charles Vogele
Prenatal

Pull & Bear

Bijenkorf (Benneton)
Bever Sport (Jack Wolfskin, Patagonia)
America Today

GANT

Pepe Jeans

Tommy Hilfiger Denim
Levi Strauss

Marks & Spencer

Lee

Kathmandu (Schéffel)
Wibra

Tommy Hilfiger

H&M

H&M
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