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produce operators and factory workers for the sector. TIDI is training people that 
become the teachers in these vocational schools. TIDI also offers training services to 
local firms, which can send workers to TIDI for training in rooms with state of the art 
equipment.  
 
More recently, and very important to allow upgrading from CMT to full package, the 
government sought to solve problems that local firms faced in having enough working 
capital to finance the import of inputs for orders from buyers requiring full package 
services. The Development Bank of Ethiopia created a pre-shipment financing scheme 
in which firms showing orders from buyers in the form of a letter to credit can have 
access to a revolving fund in hard currency with which to buy inputs. The few local 
firms engaged in, or switching to, full package orders have just started using this 
scheme. These specific financial incentives are supplemented by general export 
promotion schemes such as the establishment of a foreign exchange retention scheme 
and an export credit guarantee scheme to avoid problems of working capital, and the 
government reduced the costs for opening letters of credit. 
 
Lastly, the government sought to attract more foreign apparel firms by directly initiating 
marketing visits to leading apparel buying and producing countries, including in Asian 
locations where transnational producers have their head offices (Staritz et al. 2016). It 
also sought to attract foreign investors through the construction of industrial parks that 
address infrastructural challenges by providing land and factory shells as well as 
electricity, water, and communication services. The idea was piloted with the Bole Lemi 
industrial park, just outside of Addis Ababa, and the Eastern Industrial Zone developed 
by Chinese investors.15 The Eastern Industrial Zone was developed in Dukem, outside 
Addis, by a private Chinese group with Chinese government support in 2007, and is 
easy to reach on a new highway road also built by Chinese contractors, which bypasses 
the old, heavy traffic road running from Addis to Dukem. Although the Zone 
concentrates on Chinese investments, there is one foreign-owned apparel accessories 
firm (labels and printing) in the Zone that is not Chinese. There are four Chinese-owned 
apparel firms operating in the Zone. 
 
The Bole Lemi industrial park, on the other hand, focuses on the textile and apparel 
sector, but also includes some leather-related manufacturers. It took five to six years to 
build the park that opened in 2015/16. It contains 20 relatively large prefabricated 
factory sheds that were built before securing investors. Factory rental rates were very 
low, and the government provided an effluent water treatment plant for the park. There 
are seven foreign-owned apparel firms in Bole Lemi: four from India (Jay, Arvind, 
Ashton, Vests), one from Korea (Shinz), one from China (C and H Garment), and one 
from Taiwan (New Wide Garment). Bole Lemi turned out to be oversubscribed, leading 
                                                            
15 For background information on Chinese special economic zones in Africa, see Brautigam and 
Xiaoyang (2011). 
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electric-driven railway system. The railway line from Djibouti to Addis Ababa was 
commissioned in mid-2016, but was not yet operational in December 2016. The Awash 
to Mekelle line is under construction and halfway completed, and the Modjo to 
Hawassa line is expected to be completed in 2018. 
 
Throughout these three phases of industrial policy in the textile and apparel sector, the 
goal has always been to generate foreign exchange and employment as well as spur 
industrialization, but the focus and instruments of industrial policies changed over time. 
In the beginning, industrial policy focused on local firms as well as local value added 
and linkages from cotton to textile and apparel. Later the focus shifted to foreign direct 
investment as a means to increase exports and employment quickly, and industrial parks 
catered to the needs of global buyers and transnational producers. The importance of 
locally owned firms learning from foreign firms and the creation of local linkages 
between cotton, textile, and apparel are still mentioned by the government. However, it 
remains to be seen to what extent local firms are supported in the new industrial parks, 
and whether linkages between foreign and local firms develop without any explicit 
government directives or support.   
 

Overview of the Ethiopian Apparel Export Sector 
 
By 2016, the textile and apparel sector included four spinning mills, 15 
weaving/knitting mills, 16 vertically integrated textile and apparel firms, and 49 solely 
apparel firms, making a total of 84 firms overall and 65 firms involved in apparel 
production.18 Table 2 provides an overview of all of the firms in the textile and apparel 
sector as of June 2016, including ownership and type of production. These figures 
include only one of the firms in the Hawassa industrial apparel park, which was already 
operating in 2016. Ownership is quite diversified in the Ethiopian textile and apparel 
sector, made up of different types of locally owned firms (see below) and a variety of 
foreign owned firms.  
 
A total of 36 foreign owned firms operated in the textile and apparel sector, including 
11 textile mills, eight integrated textile and apparel firms, and 17 apparel firms. These 
foreign firms were mostly exporting, although several also produced for the domestic 
market and a few produced only for the domestic market. China is the largest investor in 
terms of number of firms, accounting for 12 firms (which are however small compared 
to other foreign firms), followed by Turkey (eight firms), India (six firms), Korea (three 
firms), Pakistan (two firms) and Israel, Italy, Japan, Sri Lanka, and Taiwan with one 
firm each. These shares will change markedly in the near future when the new industrial 
parks are fully operational. Employment-wise, the latest industrial survey on medium 
and large enterprises employing at least 10 persons estimates that textile and apparel 
                                                            
18 Eight handwoven (or cultural clothing) firms are not included in the list. 
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account for roughly 56,000 persons employed in 2013/14.19 This figure is similar to data 
obtained from TIDI, which suggests that the textile and apparel sector had around 
55,000 direct employees in 2016.20 

Table 2 Overview of Firms in the Textile and Apparel Sector, June 2016 

Ownership Total Textile  
(spinning & weaving/knitting) 

Integrated  
(textile & apparel) Apparel 

Ethiopia 48 8 8 32 
Foreign 36 11 8 17 
China 12 7 1 4 
Turkey 8 1 5 2 
India 6 1 1 4 
Korea 3 3 
Pakistan 2 1 1 - 
Israel* 1 1 
Italy 1 1 

Japan* 1 1 
Sri Lanka 1 - - 1 
Taiwan 1 - - 1 
Total 84 19 16 49 

Source: Based on data from Ethiopian Textile Sector Profile, TIDI, January 2016. The data was 
confirmed by fieldwork information from firms and sector institutions. This data was compared to an 
excel sheet on textile and apparel firms directly accessed from TIDI. There were minimal discrepancies, 
but the excel sheet showed 50 Ethiopian-owned apparel firms, compared to 23 in the Sector Profile and 
confirmed in fieldwork. As the existence of these additional Ethiopian-owned firms could not be 
confirmed, we did not include them in Table 2.  
*Note: The Israel and Japan firms are joint ventures with an Ethiopian partner but the foreign partner
seems to be dominant in business decisions.

With regard to exports, according to UN Comtrade data for 2015, apparel exports were 
modest and remained largely flat at around US$1 million until the mid-2000s, and then 
climbed to around $12 million by 2010. Since then, they continued to rise substantially 
and accounted for around US$68 million in 2014. In 2015, they declined slightly (-4%), 
reaching US$66 million in 2015. The overwhelming majority is accounted for by 
knitted apparel (HS61), valued at US$57 million or 86% of total apparel exports in 
2015. There is no complete data available yet for 2016 from UN Comtrade, as not all 
importing countries have reported, but even the incomplete data shows already a large 
increase in apparel exports. Textile exports accounted for US$49 million in 2014 and 
also declined by -28% reaching US$35 million in 2015, including US$14 million in 

19 Central Statistical Agency, Report on Large and Medium Scale Manufacturing and Electricity 
Industries Survey, Statistical Bulletin, August 2015, Addis Ababa. 
20 Ethiopian Textile Sector Profile 2016, TIDI, January 2016.
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Table 4: Top-10 apparel export products (2014) 

HS code Product Value (US$ 
ths.) Share (%) Unit Value 

(US$/pc) 

610910 T-shirts (N/A, cotton) 23,733 35% 4.3 

610462 Trousers (W&G, cotton) 12,563 18% 5.6 

610510 Shirts (M&B, cotton) 4,413 6% 8.8 

611430 Garments (N/A, MMF) 3,924 6% 14.0 (US$/kg)  

611030 Jerseys (N/A, MMF) 2,703 4% 10.5 

Average 47,336 69% 8.6 

Median     8.8 

620343 Trousers (M&B, synthetic) 2,240 3% 12.5 

610469 Trousers (W&G, other textiles) 2,227 3% 7.9 

610463 Trousers (W&G, synthetic) 2,127 3% 7.7 

610444 Dresses (N/A, artificial) 1,729 3% 13.7 

610990 T-shirts (N/A, other textiles) 1,673 2% 5.1 

Average 57,332 84% 9.0 

Median     7.9 

Total   68,408 100%   

Source: UN COMTRADE 2016. 
 
 
In 2015, textile and apparel exports were characterised by a high concentration of a few 
large firms. According to ETGAMA, only 30 to 35 firms export, with 30 further firms 
having the potential to export. One foreign-owned integrated firm accounted for more 
than 50% of exports; five to six large firms accounted for the next 20% of exports; and 
the other 20% came from the rest of the exporting firms. This composition will change 
in the next years given the large foreign direct investments in the industrial parks. 
According to firm-level TIDI export data, the share of foreign firms in exporting 
increased continuously, accounting for 82% of total textile and apparel exports in 
2014/15. As Figure 4 shows, the share of local firms declined from around 50% in 
2004/05 to 2007/08, to only 18% in 2014/15.  
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Table 5 Ethiopian-owned Textile and Apparel Firms, 2016 

Name Activity Ownership Year 
established 

Exporting  
in 2016 

Previously 
exported 

Adama Spinning Private 2008 Export 
(yarn)  

 

Alemgena Spinning Private 2013 No  
Crown Weaving Weaving/knitting Private 2008 No  
DH Geda Blanket 
Factory 

Weaving/knitting 
(blankets) 

Private 2002 No  

Debre Berhan 
Blanket factory 

Weaving/knitting 
(blankets) 

SOE, Privatized  No  

Firke Factory Weaving/knitting 
(socks) 

Private 2009 No  

KK  Weaving/knitting 
(blankets) 

Private  1992 No  

Tehute Knitting 
and Garment 

Weaving/knitting Private  2011 No  

Bahir Dar Integrated textile  SOE 1961 Export  
Kombolcha Integrated textile  SOE 1986 Export  
Yirgalem Integrated textile & 

garment 
SOE, Privatized 1969, 2010 Export  

Dire Dawa Integrated textile  SOE, Privatized 1947, 2007 Export 
(yarn) 

 

Awassa Integrated textile  SOE, Privatized 1989, -- Export 
(yarn/fabric) 

 

ArbaMinch Integrated textile  SOE, Privatized 1991, -- Export 
(yarn/fabric) 

 

Akaki Garment Garment SOE, Privatized  1971, 2004 No  
Gulele Garment Garment SOE, Privatized 1983, 2005 No Yes 
Addis Garment Garment SOE,  

Privatized (foreign), 
Resold (local owner) 

1965 
2006  
2016 

No Yes 

Almeda Textile Integrated textile & 
garment 

EFFORT 1994 Export   

Edget Garment Private 1996 No  
EMD Garment Private  1996 No  
Ambassador Garment Private 1997 No  
Adugna Kebelay Garment  Private 2000 No  
MAA Garments Integrated textile & 

garment 
MIDROC Group 2004 Export  

GMM Garment Private 2004 Export  
Knit to Finish Garment Private, diaspora 2004 Export  
Yonis Garment Private, diaspora 2004 Export  
Eltex Garment Private 2004 Export  
Novastar Garment Private, diaspora 2005 Export  
GG SuperGarments Garment Private 2005 No Yes 
Vitcon Garment Private 2005 No  Yes 
Yabets Garment Private 2005 No  
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Haile Garments Garment Private 2006  No Yes 
Asbm Garment Private 2006 No  
Feleke Garment Private 2006 Export  
Concept Garment Private, diaspora 2006 Export  
Oasis Garment Private 2007 No Yes 
Wossi Garment Private 2007 No Yes 
Mantel Garment Private 2007 No  
Abem Garment Private 2008 No  
Toto Garment Private 2008 No  
Desta Garment Private 2009 Export  
Berhanu Tsehay Garment Private 2010 No  
Getachew, 
Ayinalem and 
Yeshareg 

Garment Private 2011 No  

Big M Garment Private 2011  No  
Lucy Garment Garment Private 2011 Export  
Hay Garment Private 2012  No Yes  
EDE Garment Private 2013 No  
Rainbow Garment Private 2013 No  

Source: Compiled by the authors based on data from TIDI and interviews. 
 
 
As Table 5 shows, 18 out of the 48 firms were engaged in exporting in 2016. However, 
Adama, Dire Dawa, Awassa and ArbaMinch exported only yarn or yarn and fabric, and 
thus we have not included them in our list of local exporting firms, as we are interested 
only in firms exporting apparel or made-up textiles. The 14 exporting firms include 
firms that started out purely exporting as well as firms that started out producing for the 
domestic market and only later shifted into exporting. Some of the firms that started out 
exporting were not successful, as mentioned above, and shifted to producing entirely for 
the domestic market. Of the 14 exporting firms, 12 of them produced for the domestic 
market as well as for exports; hence only two firms were engaged only in exporting.  
 
Most of the 13 state-owned textile and apparel firms had been privatized to local and 
foreign investors by the mid-2010s (see Table 1). In general, the privatized integrated 
textile firms had a large gap in technology and thus very low productivity or even 
defunct machines, and the new owners had to invest in renovations, which required time 
and money, before the firms could export competitively. Many of the privatized firms 
bought by local investors struggled with accessing investment finance, including from 
the Development Bank of Ethiopia. The two remaining state-owned textile firms, on the 
other hand, had easy access to investment finance at zero interest through the Ministry 
of Public Enterprise. Four out of the seven firms privatized to local investors were 
exporting in 2016: Yirgalem, Dire Dawa, Awassa and ArbaMinch. The new owner of 
Yirgalem renovated the knitting and dyeing facilities and expanded the apparel factory, 
and the firm has begun slowly to export basic cotton knit products using its own fabric. 
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Dire Dawa exported yarn to China and Italy, but otherwise focuses on sales of yarn and 
fabric to the domestic market. Awassa and ArbaMinch exported a small and declining 
share of yarn and fabric. Hence, Yirgalem is the only previously state-owned integrated 
textile firm bought by a local investor that has set up an export quality apparel factory 
and pursued exports. Two of the four firms privatized to foreign investors export 
apparel, with one being a joint venture where the foreign partner is dominant. 
 
None of the previously state-owned apparel firms are exporting. The local investor in 
Gulele Garment tried exporting, but did not succeed and is currently producing for the 
domestic market. Akaki Garments has the same owner as GG Super Garments; the 
owner is trying to export with GG and uses Akaki to produce only for the domestic 
market. Addis Garments was privatized to an Italian investor, who exported between 
2007 and 2013 to an Italian buyer for different end markets, but also produced for the 
domestic market. It switched to the domestic market entirely in 2013, before being sold 
in 2016 to the owner of Abem Garments, a locally owned firm that produces for the 
domestic market. 
 
Two state-owned integrated textile firms remain, which according to the management of 
these firms, the government was not able to sell and thus adopted the strategy of making 
them profitable and encouraging them to export. Bahir Dar Textiles was privatized to 
Turkish owners in 2004, but then the government terminated the contract and reacquired 
it in 2006 due to problems with the investors.24 The government invested in major 
renovations of Bahir Dar and Kombolcha Textile firms between 2008 and 2012. The 
two SOEs are both vertically integrated textile mills producing woven fabric and made-
up textiles (bedsheets and towels), largely for the domestic market but with an 
increasing export share. Bahir Dar only started exporting made-up textiles in 2015, so 
its export share is lower than that of Kombolcha, which began exporting made-up 
textiles in 2010. 
 
Almeda Textile is part of EFFORT, the Endowment Fund for the Rehabilitation of 
Tigray. The CEO of EFFORT is Azeb Mesfin, the wife of the former Prime Minister 
Meles Zenawi. EFFORT has firms involved in a large number of industries, such as 
construction, cement production, transport logistics, leather, pharmaceuticals and cotton 
production.25 Almeda Textile is a vertically integrated textile and garment firm that 
contains both woven and knit facilities, which is not typical for textile firms as they 
usually specialize in woven or knit. Established in the 1990s, EFFORT decided to make 
Almeda large, and thus have both woven and knit textile production as well as made-up 
and apparel products, because it was intended to provide employment for former TPLF 
liberation fighters in and around the town of Adwa (Tigray region). Almeda exports, but 

                                                            
24 There was a similar experience with Yirgalem, which was leased to a Turkish investor but then the 
government took it back, and it was later sold in 2010 to a local investor. 
25 EFFORT Investments Company Profile, 2015/16. 
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combination with incentivizing foreign direct investment linkages and spillovers and 
buyer-supplier relations to ensure learning and competitiveness of locally-owned firms. 
In contrast, in the case of Madagascar apparel exports (the second country where the 
apparel export sector is studied for this project), industrial policy is largely missing, 
except in the beginning in the form of creating the export processing zone. Therefore, in 
Madagascar foreign direct investment and buyer-supplier relations are potentially even 
more important channels for local firms to emerge and build their capabilities. The 
possibilities for using foreign direct investment as a basis to build linkages with, and 
capabilities at, local firms will depend on several factors, which include pro-active 
industrial policy by the government to facilitate these linkages as well as the type of 
foreign investors, their business strategies, and the specific global value chains in which 
they are integrated.  

The second step in the AfriCap research is to define what technological capabilities are 
required to enter and become competitive in the apparel global value chain, and then to 
assess locally owned firms using this benchmark of required capabilities. In the Ethiopia 
apparel case, we conducted a survey with all of the 14 local exporting firms, which 
captured data across a range of indicators on different types of technological 
capabilities. The survey results are presented in Whitfield and Staritz (2017), which 
continues the discussion of the tasks involved in becoming international competitive 
and the processes through which the local exporting firms are building capabilities. The 
third step, which is still ongoing, is to assess how and why local firms build capabilities 
through conducting in-depth firm histories with a strategically selected sample of local 
exporting firms.  
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