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from two perspectives:
governance and upgrading.
The former focuses mainly on
leading companies and how
their  supply chains are
organized on a global scale. At
the same time, the latter
involves the strategies that
countries, regions, companies,
and other actors use to
maintain or improve their
positions in the global value
chain from this perspective, the
case of the textile and apparel
industry can be seen as a clear
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example of the strategic use of Global value chain in a competitive and
dynamic business world. The Ethiopian textile and garment industry is
at par with many countries It is a hub for buying apparel, fabrics, and
other accessories required for garment designing. The purpose of this
paper is to analyze the value chain and how it influences the textile and
apparel exports in Ethiopia. For the purpose of the paper, secondary
data were collected from the various sources like in internet sites, and
related data sources were cited in the literature review for the purpose
of data analysis. The findings of the study showed that Ethiopia is more
competitive in the textile and apparel exports and also it can be used by
policy makers to evaluate the competitiveness of the country. Social
implications the findings can be used to assess social upgrading issues
in the textile and apparel sector.

Keywords: Transformation, Textile, Apparel,
Competitiveness.

Accessories,

1. Introduction:

The Ethiopian textile and apparel industry have been striving with a lot of hurdles. But with
the right government policies, disseminating more knowledge about specialized machines to
the local people, and inducting them to contribute towards their own countries, the textile and
apparel industry can boost economic growth and be more inviting to the international
market. China is helping Ethiopia improve environmental, social, and labor standards in the
textile sector. China attaches great importance to its cooperation with Ethiopia’s textile sector
and consistently supports the sustainable development of the country’s textile industry
through various means such as trade and investment. With a population of over 100 million,
Ethiopia continues to attract more Chinese investors to its textile industry. There are over 30
Chinese textile companies in Ethiopia. If one were to look at the number of investors in
Ethiopia, Chinese investors take the lion’s share. The role of China in Ethiopia’s foreign
direct investment is immense. More than 80,000 new jobs have been created in industrial
parks in the last Ethiopian fiscal year which ended on July 7 with Chinese companies hiring
the largest number of job seekers, especially women. The China has been very generous in
promoting foreign direct investment in Ethiopia, particularly in the textile and apparel sector.
China has contributed a lot in introducing new technologies and promoting environmental,
social and governance (ESG) practices in the textile sector in Ethiopia and beyond. An
enabling environment will be created to promote sustainable textile industry development and
raise awareness of ESG among all stakeholders in the textile industry in Ethiopia and beyond.
Latest statistics show that over 75% of Ethiopia's textile imports came from China in 2021, a
significant increase from 49% in 2010.” It can be cleared that as one of Ethiopia's leading
foreign investment sources, China has provided capital, equipment, technical expertise, and
management skills for local factories. The growth of the apparel industry is directly
proportional to the setting up of an industrial strategy. This step will ultimately provide a
boost for industrial development within the state. The Ethiopian government prioritizes and
designs incentives and policies to attract buyers and investors because of the rising global
competition.

Objective of the Study: The objective of the study is to analyze the impact of Global value
chain participation on Textile and Apparel exports with reference to Ethiopia.

2. Review of Literature:

1. Baldwin, Richard. 2016. The Great Convergence: Information Technology and the New
Globalization. “Data quality challenges for sustainable fashion supply chain operations in
emerging markets: roles of block chain, government sponsors and environment
taxes,” Transportation Research Part E: Logistics and Transportation Review, [2]. 2. EDRI.
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(2016). Hand book of Industrial Development in Ethiopia Policies, Performance and
Literature. Ethiopian Development Research Institute Dynamics of Product and Social
Upgrading in Apparel Manufacturing in Guatemala and Colombia Pipkin [8]. 3.E. R. G.
Pedersen, W. Gwozdz, and K. K. Hvass, “Exploring the relationship between business model
innovation, corporate sustainability, and organizational values within the fashion
industry,” Journal of Business Ethics, vol. 149, no. 2, pp. 267-284, 2018. View at: Publisher
Site | Google Scholar. [10]. 4. R. N. Mody and A. R. Bhoosreddy, “Multiple odontogenic
keratocysts: a case report,” Labour market effects of integration into GVCs: Review of
literature Shingal [19] Discusses the relation between countries’ position in GVC
participation and the opportunity for job creation. 5.T. M. Choi and S. Luo, “Data quality
challenges for sustainable fashion supply chain operations in emerging markets: roles of
blockchain, government sponsors and environment taxes,” Transportation Research Part E:
Logistics and Transportation Review, vol. 131, pp. 139-152, 2019. [22]. 6. P. Gazzola, E.
Pavione, R. Pezzetti, and D. Grechi, “Trends in the fashion industry the perception of
sustainability and circular economy: a gender/generation quantitative
approach,” Sustainability. [17]. 7. Banga, Rashmi. 2014. Linking into Global VValue Chains Is
Not Sufficient: Do You Export Domestic Value-Added Contents. [3]. 8. Asian firms and the
restructuring of global value chains Azmeha and Nadvi, Discuss the role of firms and how
their behavior is driven by complex dynamics linked to their own business strategies, their
linkages with buyers, and their ability to exploit production and trade opportunities while
maintaining high levels of global locational flexibility. [16]. 9. C. Staritz and L. Whitfield,
“Local firm-level learning and capability building in global value chains,” Industrialization
and Global Value Chain Participation: An Examination of Constraints Faced by the Private
Sector in Nepal Basnett and Pandey [5] Examine the constraints faced by Nepal, a land-
locked least developed country, in participating in global value chains.

10.T. M. Choi and S. Luo, “Data quality challenges for sustainable fashion supply chain
operations in emerging markets: roles of blockchain, government sponsors and environment
taxes,” Transportation Research Part E: Logistics and Transportation Review. [21]. 11.Dollar,
D., & Kidder, M. (2017). Institutional quality and participation in global value chains. In
World Bank Group, IDE-JETRO, OECD, UIBE, & World Trade Organization, Global value
chain development report 2017: Measuring and Analyzing the Impact of GVCs on Economic
Development. [07]. 12 Leticia Matiolli Grejo and Rogério Jodo Lunkes, Does Sustainability
Maturity Contribute to Sustainable Goals? A look at Resource Efficiency,

. Revista De Gestdo Social E Ambiental.

. 13. Choksy, Umair, Muhammad Ayaz, Omar Al-Tabbaa, and MahourParast. Business
strategy and upgrading in global value chains: a multiple case study in Information
Technology firms of Brazilian origin Armando, et al. [4] To examine the occurrence and
quality of upgrading in internationalized Information Technology firms of Brazilian origin.
14.Engel, J., &Taglioni, D. (2017). The middle-income trap and upgrading along global value
chains. In World Bank Group, IDE-JETRO, OECD, UIBE, & World Trade Organization,
Global value chain development report 2017: Measuring and Analyzing. [09].15. L. Chen,
and X. Chen, Global Value Chains: Impacts and Implications Editor’s Overview Sydor [14]
Explore the impact and implication of GVCs in the economic development of a participating
countries. E. Hur and T. Cassidy, “Perceptions and attitudes towards sustainable fashion
design:  challenges and  opportunities  for  implementing  sustainability in
fashion,” International Journal of Fashion Design, Technology and Education, vol. 12, 2019.
View at: Google Scholar. [11]. H. T. Nguyen, D. M. D. Le, T. T. M. Ho, and P. M. Nguyen,
“Enhancing sustainability in the contemporary model of CSR: a case of fast fashion industry
in developing countries,” Social Responsibility Journal. [12]. 19.H. Goworek, L. Oxborrow,
S. Claxton, A. McLaren, T. Cooper, and H. Hill, “Managing sustainability in the fashion
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business: challenges in product development for clothing longevity in the UK,” Journal of
Business Research.[13]. 20 . Plamen Petkov- Statistical Dimensions of Circular Economy,
v.18.n.8|p.1-17]e05906|2024.

3. Materials and Methods:

The empirical study of impact of global value chain participation on Textile and apparel
exports in Ethiopia and analyzing the role played by various explanatory factors. However,
the analysis of global value chain from a macroeconomic perspective. Their methodology
decomposes a country’s gross exports, providing several indicators like exports of textile and
apparel production. The local supply of intermediate products is one of the main direct export
channels attracting FDI, and specialization in the early stages is associated with the
production of local inputs obtained by foreign investors. Hence, one aspect to be considered
as a possible explanatory factor for participation in global value chain is the degree of tariff
protection, as this factor acts as a barrier to trade flows, among which trade in intermediate
products associated with the global value chain linkages is becoming increasingly essential.
Thus, it is interesting to verifytherelationship between the level of textile and apparel exports
and participation in global value chain.

Among the explanatory factors of global value chain participation, Textile and Apparel
exports stands out as a determining element when analyzing the insertion of countries in the
framework of international productive fragmentation. In this regard, various studies point to a
positive relationship between exports and participation in global value chain. However, no
conclusive results can be found in the literature on the role played by exports. Therefore,
studying the relationship between exports and global value chain participation is interesting.
In general, it is assumed that there is a positive relationship between them. This hypothesis is
based on the role of multinational companies as major actors in global value chain.

Another explanatory factor of global value chain participation is the labor cost, since
labor has traditionally been a critical factor, especially in manufacturing or assembly tasks,
usually off shored to developing countries. However, the progressive cheapening of global
products has led to an unstable competitive framework and the explanatory relevance of this
factor may sometimes be unclear. Hence, it is also interesting to analyze the influence of
labor costs on countries’ participation in global value chain Based on these assumptions, an
econometric model has been estimated using panel data. This empirical analysis considers a
production of textile and apparel of Ethiopian country for 10 years.

A total of two independent variables have been selected. The two first repressors are
exports of textile and apparel, which, expressed as a percentage of GDP, and labor cost,
expressed as a percentage of value-added. Therefore, the two considered models are as
follows, where the expression relating to the dependent variable is a generic expression of the
global value chain participation, which can refer indistinctly to total participation. The reason
for using panel data is motivated by the suspicion that participation in global value chain is
influenced by unobservable factors that correlate with observed variables, such as the factors
mentioned above. Therefore, it is assumed that the panel techniques contribute to obtaining
consistent estimates of the effect of the variables observed, offering greater possibilities at the
time of facing the usual problems in this type of empirical approach.

Validity and Reliability Test:

All data collected in regard to the impact of global value chain participation on textile and
apparel exports of Ethiopian country needs to go through Validity and Reliability tests.
Validity and Reliability tests increase transparency and reduce bias in this qualitative research.
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Validity concerns the study’s success at measuring what it is set out to measure. Internal
validity is believed to be more credible via triangulation method and external validity is related
to transferability, application in other areas with a similar setting (Leung, 2015). Meanwhile, a
reliability test will be done with the aim of consistency in yielding the same results, where it can
be replicated.

Data Availability:

The data used to support the findings of this study are available from the corresponding
author upon request.

Conflicts of Interest

The authors declare that they have no known conflicts of financial interest or personal
relationships that could have appeared to influence the work reported in this paper

4. Discussions:

This section presents the econometric estimations, these analyses aim to explore the
influence of variables such as exports and textile tariffs on Global value chain participation,
concerningparticipation, as indicated in the methodological section. International trade allows
economies to integrate and increase their participation in global value chain trade flows, so
that activities along a value chain can be carried out by exports or outsourcing. For example,
in apparel, China has been the most dynamic exporter worldwide in clothing since 2001,
when it joined the World Trade Organization (WTO).

Tablel:Topl0 End Markets of Apparel Exports from Ethiopia

Value($USMil) ShareofTotal (%)

20092011 201220132014 2019 2009 2011 [2013 015 2017 (2019
World 2 b B 24 99 |21
EU-15 0 1 1 5 [27 49 832 (173 (126 413 (7125 [72.8
Germany o 0 |0 B3 |24 40 02 (73 0.7 [27.7 P95 9.3
UnitedStates 1 4 5 7 12 15 |11 (789 B840 [p45 (158 [17.7
Austria c o o 2 B B 08 04 01 R9 B6 B7
UnitedKingdom + 0 ©0 1 6 4 00 (03 05 01 R2 RB5
Switzerland c o o 1 4 2 02 04 P2 PO (15 P21
Poland - 0 o 0 2 @1 O PO pP1 pP6 P9 18
CzechRepublic 1 ©o |0 ©0 @ (1 00 PO PO pP6 19 [16
Turkey - 0 + 2 8 @1 0O 0O PO P2 13 11
SlovakRepublic - ©0 | 2 4 1 00 03 O P2 (10 [10
Canada - o0 o @1 B 1 1 07 pP6 P77 P2 07

Source:UNCOMTRADE 2020; apparelrepresentsHS9261+62; exports represent partners
‘imports.

From the above analysis it can be cleared that end export markets are very concentrated in
Ethiopia regarding textile and apparel, the major end markets for Ethiopian exports are the
EU-15, which accounted for almost 73 percent of total exports in 2019. The bulk of these
exports go to Germany (59 percent) and Austria (9 percent). This can be explained by a large
integrated Turkish firm supplying a buyer serving the German and Austrian market and
accounting for around 60 percent of exports. Generally, Turkish firms export to the EU. The
US market accounted only for around 18percent in 2019 with the Czech Republic, Poland,
Switzerland and Turkey being other important, albeit smaller, markets (Tablel).Recent data
on US apparel imports from Ethiopia indicates thatUSexportshaveincreasedbymorethan30
percent since 2019 and account now for almost US$18 million (USITC 2020). This is due to
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the rise of global value chain participation. US exports are expected to increase further in
coming years when wave three investors reach capacity. The share of EU-15 apparel imports
grew also in 2020 but only by 3 percent.

Table: 2 Topl0 End Markets of Textile Exports from Ethiopia

‘11 [13 |

2009 2011 [2013 {2015 [20172019 [2009 [2011 2013 |2015 [2017 (2019
World 6 18 29 41 62 |76
Turkey 1 2 4 16 22 28 32 29 05 65 ©485 pll
EU-15 2 8 12 (14 19 23 903 [90.0 [80.3 (229 P17 352
Germany 0 2 3 6 6 |12 46 176 (210 [70 [p6 227
China 1 1 PR 2 5 5 00 P28 03 82 (269 98
Italy 1 2 3 R 9 5B 432 186 P11 Q.7 (144 96
Austria 0 1 1 0 0 1 P21 00O @3 00 09 R2
Switzerland 0 - 0 0 0 P 00 00 @11 P2 01 |06
Poland - 0 1 0 0 @1 PO 1 O 0P3 03 06
Belgium 0 R 1 0 0 0 156 273 92 RO 08 |05
CzechRepublic (1 2 1 1 1 P2 0. (00 20 001 1 105
Nigeria - - 1+ o 0 ©O PO PO O 02 04

Source: UNCOMTRADE?2020; apparelrepresentsHS9250-60+63; exports represent partners
‘imports.

Textile exports have also risen from US$41 in 2015 to US$76in 2019. This is primarily
related to the emergence of Turkey as a major end market, accounting for more than half of
all textile exports, and linked to Turkish investors. In contrast, the share of the EU-15, which
historically accounted for more than 90 percent of textile exports, has decreased to around a
third (Table 2). The lion shares of textiles going to Turkey and China is made up of cotton
yarn and, in Turkey’s case, also of knitted fabric, while exports to the EU-15 are dominated
by made-up textiles. It is expected that the share of textile exports to Turkey will decrease
with some Turkish textile mills planning to also invest in apparel production in Ethiopia.
Locally owned, older, and integrated firms tend to export to the EU with local apparel firms
that were more recently established exporting largely to the US. The latter is related to the
AGOA advantage and the higher acceptance of CMT production of US buyers. US buyers
seem to be very concentrated, with the same workwear and sportswear buyers having been
named repeatedly by local firms. These buyers source polyester rich items from Ethiopia
given the higher duty advantage. These products are also quite standard and have longer
delivery and lead times. Fewer locally owned firms seem to export to the EU. A big challenge
is providing full package production which particularly European buyers demand. Further,
some firms stated that EU buyers demand higher quality, more fashion items, and lower
volumes, which they see as disadvantageous.

Table3: Ethiopia’s Apparel and Textiles Exports to the World

2011 2012 2013 2014 2015 2016 (2017 2018 (2019

Apparel

Total value ($,mio) 44 52 66 68 |73 77 79 84 91

Annual growth rate(%) 264 18 26 4 22 31 28 33 27

Textiles

Total value($,mio) 39 29 46 49 |52 54 60 60 b4
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Annual growth rate (%) |63 -26 60 12 07 06 09 13 [71.2
Total value ($,mio) 1 5 5 0 6 5 38 7 09
A&T: Total value83 81 [112 117 125 138 139 (144 (155
($,mio)

Source:UNCOMTRADE(2016).

However, the domestic market is still important, not only for domestic firms but also for
foreign owned firms — even though the government aims at pushing the latter group solely
into exporting. This attractiveness is related to a 96.6 million population with an increasing
share of consumers, but also to protection of the domestic market in textile and apparel. The
importance of the domestic market is also demonstrated by high apparel imports, particularly
from China, accounting for US$377 million in 2019.

Subsequently, they climbed to around 125million in 2015. Since then, they continued to rise
substantially and accounted for around US$155 million in 2019. The following year, exports
continued to climb — particularly tothe US — reaching an estimated US$73
million.Although Ethiopia’s share in the global apparel export market is still not visible, it is
gradually emerging as an important newcomer amongst SSA apparel exporters. Textile
exports accounted for US$ 64million in 2019, including US$20 million in made up,
US$18million in cotton yarn, and US$9million in knit fabric. Hence, in 2019, textile and
apparel exports together accounted for US$ 155 million (Tablel). Despite the strong growth,
textile and apparel exports still account only for 09 percent of total exports in 2014 — but are
up from 01 percent in 2011. TIDI (2016) reports, however, that the export share of textile and
apparel in total exports was 7.2 percent in 2019, and in total manufacturing exports 23
percent.

As discussed in the above two econometric models have been estimated to capture some
of the determinants of total participation (TPART). The independent variables selected are
the textile exports, where TEX refers to textile exports and AEX refers to Apparel exports.
The ratio of textile and apparel exports value added to global value chain impact. The main
descriptive statistics for these variables are shown in table.4

Table 4. Main statistics of the variables included in the model.

Variabl | Mean Median S.D Min Max.
TPART | 50.5 50.4 9.76 25.9 81.9
TEX 6.90 4.99 5.89 0.00 60.00
AEX 70.6 32.2 198. 0.613 10%9 X

Source: Author’s elaboration based on information from OECD and UNCTAD.

Table 5. Results of the econometric estimation (time fixed effects) for total (TPART) GVC
participation. Period: 2011-2019.

Total GVC Participation
(TPART)

Model | Model 11
Constant 36.9778 37.2433

(3.3072) (2.7351)
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TEX 0.4301
(0.1175)

AEX 0.0445 0.0569
(0.0467) (0.0422)

R? 0.83 0.86

rho 0.67 0.67

Source: Author’s elaboration based on information from OECD and UNCTAD Note:

The standard error is indicated in brackets. Indicate significance at 0.01%, 0.05% and 0.1%,
respectively.

The estimated regression model is: =0.66+0.38xx1+0.62+xx2Where, x1 and x2 represents
In(IFA)and In(PC)respectively. The parameters a=0.38 is output elasticity of IFA factor and
B=0.62 is output elasticity of PC factor, means that an 1% increase in IFA leads to a 0.38%
increase and an 1% increase in PC leads to a 0.62% increase in exports of textile and apparel
respectively. Which is explained by the diminishing marginal returns from exports from
Ethiopia to global countries a+p=1 tell us about constant growth of exports in the long run.
The both elasticity’s reflecting the proportional contributions of each factor to any increase in
total Exports

Empirical Results: Results of regression analysis show the strong positive relationship
between the input and output variables and confirms the validity of the model
(Prob(F)<0,01). The explanatory

Table. 6

Variable Coefficient Std. Error t-statistic p-value Significance
Constant 0.66 0.04 18.40 0.0000 ookl
x1 0.38 0.02 24.47 0.0000 Fokk
X2 0.62 0.01 56.38 0.0000 ool
R2 0.99 Akaike info | -6.84

criterion
Adjusted R2 | 0.99 Schwarz -6.70

criterion
S.E. of | 0.01 Hannan- -6.84
regression Quinn

criterion
F-statistic 53118 Prob (F) 0.0000

118 Prob (F) 0.0000 *** denotes significance of coefficients at 1%.
Source: Calculated by authors

5. Results:

The government of Ethiopia’s second Growth hand Transformation Plan (GTPII)identified
the export sector as one of the key drivers of economic transformation and sets out a plan to
aggressively increase the performance of the sector. The robust performance of exports in
Ethiopia observed in the 2009 and 2019 period has mainly been due to favorable trends in the
country’s terms of trade. The other potential reason for this robust performance in exports




Ramanadhula Emmaniel/Afr.).Bio.Sc.6.12(2024) Page 1076 of 12

could also be due to the global value chain participation and depreciation of the real exchange
rate of Birr against the US dollar between these periods. The dismal performance in exports
observed since 2011-12 and particularly after 2013-14 also coincides with a lack of favorable
terms of trade as well as an appreciation of the real exchange rate of the birr.

End export markets are very concentrated in Ethiopia, regarding textile and apparel, the
major end markets for Ethiopian exports are the EU-15, which accounted for almost 73
percent of total exports in 2019. This can be explained by a large integrated Turkish firm
supplying a buyer serving the German and Austrian market and accounting for around 60
percent of exports. Recent data on US apparel imports from Ethiopia suggests that US
exports have increased by more than30 percent since 2019 and account now for almost
US$18 million (USITC 2020). This is due to the Global value chain participation in textile
and apparel industry in Ethiopia. However, the domestic market is still important, not only
for domestic firms but also for foreign owned firms — even though the government aims at
pushing the latter group solely into exporting. This attractiveness is related to a 96.6 million
population with an increasing share of consumers, but also to protection of the domestic
market in textile and apparel. The importance of the domestic market is also demonstrated by
high apparel imports, particularly from China, accounting for US$377 million in 2019.

Subsequently, they climbed to around 125million in 2015. Since then, they continued to rise
substantially and accounted for around US$155 million in 2019. The following year, exports
continued to climb — particularly to the US — reaching an estimated US$73 million.
Although Ethiopia’s share in the global apparel export market is still not visible, it is
gradually emerging as an important newcomer amongst SSA apparel exporters.

6. Conclusions:

This paper is based on the recognition of the important role played by global value chain
participation in textile and apparel exports of Ethiopia, because of international fragmentation
of production, which particularly affects manufacturing sectors such as the textile and apparel
industry. In this sense, different conclusions can be drawn from a comparative perspective;
the analysis of the global value chain participation shows interesting results. Another relevant
finding is Ethiopia growing importance in the origin of the value-added incorporated in
Mexican and U.S. textile exports. Which currently have residual importance as the origin of
the value-added of Ethiopia textile and apparel exports (2011-2019). However, the effect of
other variables, such as export tariff and labor costs, depends, to a large extent, in Ethiopian
country considered and this research highlights the profound changes the textile sector has
undergone in a highly competitive and globalized context.

Active government policy intervention is necessary to successfully participate in global value
chain and benefit from it. Economic upgrading is not an automatic to social upgrading, it is a
drive of social upgrading in the GVC upgrading process and it needs complementary policy
which will promote social upgrading through maximization of the sustainable development
impact of GVC activities. Strong social policies are required to create an equal distribution of
opportunities and outcomes from the participation of GVC. The above reviewed articles are
the combination of literature review, case study and research articles which are more
explored on the upgrading process in the Global Value chain system and the whole article
mention in their issue that GVC is an opportunity for the developing countries to gain
economic and social upgrading, but they more discuss on the economic upgrading issues and
less emphasize on the social upgrading issues and on what has to be done to solve the social
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related issues. In this regard government’s implementation capacity is very important, even if
it will be hard for Ethiopia to have a strong bureaucracy as in China, at least in the short run,
the government of Ethiopia needs to be committed and capacitated to implement its policies
and strategies in order to managing the global value chain participation effectively.
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