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1. Introduction

Gatsby Africa (GA) is a private foundation set up by
Lord David Sainsbury, with a long history of engaging
in East Africa across govermnment, business and
soCiety. We are committed to building stronger
inclusive economies in East Africa through the
transformation of key sectors, working in partnership
to catalyse and demonstrate sector transformation

across the region.

Whilst economies in East Africa have enjoyed high
growth for more than a decade, the benefits of that
growth have mot been shared widely. With millions of
young people joining the labour market each year
and climate change adding further pressures, East
Africa urgently needs economic transformation -
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change economies, rapidly create
jobs and offer large numbers of

fo o E people pathway: out of poverty
transformed to : :
We aim to support this by
demonstrating how high-potential

benefit many

sectors can be transformed to
benefit many hundreds of thousamds
of households for the long-term. We
fund and implement programmes
that look to catalyse and influence

hundreds of
thousands of

households

large-scale and lasting change in

priority sectors. We also share what
we are learming with others - such as governments and donors - who share
our goals.

The Textiles & Apparel portfolio at Gatsby Africa strives towards developing

a resilient, inclusive, emvironmentally, and socially sound Textile and Apparel

value chain in East Africa contributing to the creation of 150,000 jobs.

Textile and Apparel Industry Benchmarking Report

The benchmarking project aims at assessing key industry conditions and
constraints across the identified East African countries (Kenya, Rwanda,
Uganda and Tanzania) in order to umderstand the interventions reguired
for the growth of the textile and apparel sector in these countries. The
study alzo benchmarks the East African countries with some selected Asian
countries of Bangladesh, India and 5 Lanka considering they have maore
developed textile and apparel value chains. Ethiopia is also included in the
Benchmark, considering it is part of the larger East Africa and has been

growth with depth that will radically

implementing an ambitious Industrial Transformation Programme with

a special emphasis on the Textile Industry. Such an analysis would help
understand the growth roadmap of these countries and the interventions
that have made this growth possible.

The first deliverable of the study was related to country benchmarking in
terms of country economics, infrastructure, production scenario, factor
costs and licenses. In continuation of that, this report aims to compare the

policies available in these countries on the basis of the following factors:

L Fizcal Incentives
® Mom-Fizcal Incentives
= Market Access Arrangement

Apart from this, the report also contains a section on buyers' feedback,
which highlights the current sourcing scenario from the East African
Countries, the challenges they face and their recommendations for the
growth of the sector in these countries.

M'E‘thﬂdﬂlﬂg"f The benchmarking
Majority of the information in this report: highlights key
report has been extracted from the industry conditions

and constraints
across the identified
East African
Countries

respective countries’ Investment
Promotion Agencies publications and
websites, along with international
benchmarking reports.

Some of the information has been
obtained from direct feedback from
the industry experts and autharitative

resounries.



2. Fiscal Incentives

Fiscal incentives are monetary benefits provided to
compamnies or individuals to encourage actions in a desired
sepment such as investment in a thrust sector. These
incentives include capital grants, tax benefits, interest
subsidy, skill development subsidy, etc.

All the countries have attractive fiscal incentives.
However, India and Ethiopia stand out with additional
incentives targeting the

Textite and Appared nokistny b East Afrion - Palicy Benchmarking report



Capital Subsidy
Henya

Ethiopia
Uganda

Bangladesh
4ri Lanka

Duty Drawback

Tanzaria

S
Under this subsidy, the govermment or any organization provides grants or easy credit to cover a share of the upfront capital cost of an asset such as build@ng cost, machinery
oot el

LY

5068 capital allowances im the first year of use for Plant and sMachineny.

Matching grant fund of up to 0% of tokal project cost, not going beyond US5100, 000 in funding.

Lease financing where bank provide: financing for machinery at a reduced initial capital expenditure on & pay as you go scheme.

1. Central govi. provides capital subsidy under STUFS on machinery: 15% in garmenting and techmical textile, and 10% in weaving knitting, processing, jute, sitk, and
handloom sector, up 1o LSS 4.3 milkion,

2. several state governments also provide capital subsidy on plant & machinery up to 70%.

M

Enhanced capital allowances of 100-200% of the expenses ncumred on depreciable assets depending an the province. Capped bebwean periods of 10-25 years.

Under this subsidy, the govermment of any organization provides deductions in the interest payments that a company pays for an approved debt. With this aid, the

companies or individuals get loans at lower interest rates 35 compared fo prevailing market rates.

M

M A

Irvestment Catalyst fund: Subsidized loans at 10% interest per annum Lo encourage private ssctor investments in exports

Provisian of subsidized loan provided highest debt to eguity ratio for project finance to domestic manufacturers located:

a) I industrial parks - B6%:16%

b) Cutside industrial parks - 755265

Exemption of tax on intemational Payment of interest on debentures Bsued outside Uganda. Debentures must be issued outside Uganda for the purpose of raising a

loan outside Uganda

arious state govermmments provide interest subsidy of up to B% for & to 7 years.

M A

M A

Under thiz subsidy, the government or any crganization provides refund of oustom and excize duties or any embedded taxes paid on raw materials and service tax paid

on the input services wsed in the manufacture of export goods.

1. EPZ companies: Duty exemplion on raw materials.

2. Owiside EPZ: Duty exempiion on raw materals only if exporting cutside EAC [Duty paid on importation and redeemed during expaorts)

Import duty drawback on raw materials used to produce goods for exports and deemed exports. Deemed exports cover locally produced or manufactured goods, wiich

are sold to foreign agencies or entities operating in Tanzania, which are exempt from payment of import duties.

1



Ethiopia

Bangladesh
“ri Lanka

Incentives
for Market

Development
KEnya

Ethiopia
Uganda

sangladesh

Eri Lanka

1

o
100% duty free importation of inputs and raw materials including machinery for mpart and export business.

100% duty free importation of inputs and raw materials including machinery for export business.

Exemption from customs duties and other taxes (WAT, sur G, withholding and excize ta=) on imported capital goods, construction matenal and machinery spars
parts.

Duty draws back i_e., customs refunds of all or part of amy import. duty paid on material inputs imported to produce goods for export or wsed in a manner for a
purpose prescribed as condition for granting duty draw badk.

India's Advance Licensing scheme provides duty free imports of;

a} Inputs thakt are incorporated in the export product

b} sandatory spares up to 10% of the CIF value

It can also be ssued tointermediate supplier and for deemed exports.

Garment exporters are able to import inputs (i.e., Fabrics and accessories) aganst their export LrCs directly. Given this provision, exporters do not nesed to imest in
working capital enabling them to set-up factories with low capital investment.

Dty free imports of raw material wed to produce goods fior expaorts.

Under this subsidy, the government or any organization provides assistance to encourage companies or individuals to access and develop markets. This
generally ncludes funding for participation in international fairs, study tours, trade delegations, publicity, etc.

subsidized participation in International Trade Fairs

subsidized participation in international trade fairs

Zubsidized participation in international trade famrs

Ministry of Trade and other institutions like ETION and ETGAMA offer free or cost shared trade fair engagements subsidizing marketing cost on sslect shows.

M A

1. WAl scheme; Financial assistance of up to 85% for undertaking various market access initiatives including marketing activities, market research, capacity building,
branding and statutory compliances in importing markets,

2. WD scheme: Financial assistance for MSME exporters for participating in intemational wrade fairs/exhibitions, carnying out sector specific studies, initiating anti-
dumping cases by MSME, etc.

M

Market sccess Support Programme by EDE for entrepreneurs, which provide the following assistance on reimbursement basis:

a) Up to a maximum of US55 600 for projects to be completed within & months.

B} Uptoa maximum of LSS 28,000 for projects to be completed within 18 months. 405 of the assistance will be provided at the time of signing the agreement.



Tax Benefits

Description

Unider this subsidy, the government or any organization exempts or lowers the tax rates to be paid in the business. These may include exemption from paying the
corporate tax, value added tax, goods and services tax, etc, exemption of duty on machinery, construction stc. | tax on rent, dividends etc.

1.
&
8

1.

For EPZ commercial licenses: 10-year corporate tax holiday and 10-year withholding tax holiday on remittances to non-residents
Fior $EZ: Corporate taeation at 10% for first 10 years and 15% for the next 10 years and Duty and VAT free domestic sales.
100% investment exemption on capital mwestment in buildings and machinery for both EPZ and SEZ.

For SEZ Develppers: Exempdtion from payment of:

a. Taxes & duties for machinery, equipment, heawy duty vehicles, building and construction materials and any other goods of capital nature to be used for
infrastructure

b. Property ta, conporate tax and withholding tax on rent, dividends and interest for the initial 10 years.

. skamp duty on any instrument execubed inoor outside the SET relating to transfer, lease or hypothecation of any movables immovable property in or situated
within SE2

d. T on wtility charges.

- Far SEZ User: Exemption from payment of:

a. Corporate tax for first 10 years

b. withhalding tax on rent, dividends and interest for first 10 years

. ‘Withholding ta on interest on foretan scurced loan

Far 3E7 Exporter: Exemption from payment of:

2. Taxes & levies imposed by the local govt. authorities for products produced in the SET for 10 years.
b. WET on wtility and wharfage charges

Preferential corporate income tax rake of 0% to an intemational company which has its headguarters or regional office in Bwanda, only 1f it fulfills certain
requirements
Preferential corporate income tax rake of 15% shall be accorded to a registered investor, exparting at least 50% of turnover of goods and services.

bbb b

Business INCome Tax exemption up to & years

Export-linked business income tax exemption (additional two years for at least §0% export or supply to exporter)

Business Income Tax exemption in industrial parks {additional 2-4 years for industrial park enterprises with 100% export plan and achieve at least B0 export)
Loss carmies forsard for up wo & years

Personal Income Tax (PT) exemption for expatriate employees.

PFant and machinery are =xempt from owstoms duty on importation. additionally, a vaT deferral facility is available where VAT is deferred on importation of plant and
machinery and subsequently waived upon approval by the relevant authorities.
A tax holiday of ten years is available to exporters who export at least 80% of their produce of finished goods, subject to certain conditions.

M
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sangladesh

1%

Description

Concessionary tax rate of 12% for garment. sector & 15% for textile sector as compared to normal tax rate of 35%. (in garment sector, rate is 10% if there iz green
building certification].*

Far textile machinery only:

1. 5+to 10 years" tax holiday and reduced tax depending on the area.

2. 100% tax exemption on income and capital gam for projects under Public Private Parmership (PPR) for 10 years.

3. 0% of income derived from export i exempted from tas.

4. Tax exemption on royalties technical knowhow and technical assistance fiees and facilities for their repatriation.

5

&.

- Tax exemption on interest paid on foreign loan.

Benefits for countries with double taxation avoidance treaty.

Standard tax rate of 28%; Concessionary rate of 14% for SME as well as for a business of exporting goods B services.

VET Exemnpticn on the following goods:

a. Yarm

b. Owes for handloom

. Handioom

d. Locally manufactured fabric by any manufacturer who does not enjoy any concessions under the Board of Imeestment

3. E=xemption of Hation Building Tax (MET) for export-oriented units

Under this subsidy, the govermment of any organization provides certain benefits to manufacturers for exporting their products. These may include exemption or
lower tax rates, exemption of import duty on raw materal, cash incentives on value of goods, etc.

Perpetual exemption from VAT and customs import duty an raw material and machinery. VAT exemption also applies on kocal purchases of goods and services supplied
by companies in the Kenyan customs termitary or domestic markek.

1. Zero-rated VAT on exports.

2. Remission of customs duty, VAT and any other tax charged on raw materials and goods of a capital nature related to production.

Expart Guarantee facility up to 80% of value of goods to export.

Mo export. taves
Exemption from oustoms duties and other taxes on:

imported raw material, accessones and packaging matenal used for export processing

Impart: of personal effects by industrial park residents

Customs duties, VAT and other taxes exemption' zero rating for the export of products

Guarantee by DBE that covers 50% of loan and interest provided by commercial banks to exparbers with bankable export project

[
i g

el N b e

1. The central government reimburses the embedded taxes in the exports of goods through two schemes:
2. Duty drawhack scheme with a drawback of 1.5%-3% on export value of goods.
b. Provision of remission of state Levies on export of garments at 3.5-8. 5%
2. Various state gowernments provide financial assistance of reimbursements of up to 100% of net state taxes for a period of 5-10 years.



sangladesh

“ri Lanka

“kill Developrment

Tanzania

Uganda

5:

e

incentives an the FO8 value of exports as below:

Mew market and product expansion of textile market {ewcept US, Canada, and EU):4%
Export ariented local textiles [instead of duty drawbadk and custom bond): 4%
Additional facility for SME textile: 4%

Exports of apparel products to EU market: &% (additional 2%}

Diversified jute products, Hessian and sacking (jute finished goods): 5-20%

PAaEpEFM

x Dmmmycradrt.ch facilities provided by bank using export Documentary Credit/LE as collateral
- Export Development Fund (EQOF): The EDF is managed by the Forex Beserve and Treasury Management Department (FATMD] at the Bangladesh Bank headquarters.

The EDF is intended to facilitate access to financing in foreign exchange for input procurement by manufacturer-exporters . Authonzed banks can borrow funds
in Us dallars from the EDF against their foreign currency loans and further give to manufacturer-exporters for input procurements. The loan amount is capped
at Uss 25 million for member mills of BGMES [Bangladesh Garment Manufacturers and Exporters Association) and BHMEA (Bangladesh Kritwear Manufacturers
and Exporters Assocation). EDF loan disbursements to suthonzed banks in S0 is charged interest at sic-month USD LIEQA:1 per cent, with the Authorized banks
charging at six-rnonth LIBDR:2 5 per cent on their USD loan disbursements to manufacturer-exporters. The present size of the fund is £3.5 billion. [The EDF Loans
fram the central bank are payable by the banks upon receipt of export procead: within 180 days from the date of disbursement. The timeframe 1= extendable by

the BE up bo 270 days in case of a longer period taken for repatriation of export procesds).
1.1 Beduced Tax RatesThe Standard CIT Rate iz 24% The following activities enjoy a reduced tax rate of 146

cale of goods or merchandise including export of good:, where the payment is received in foreign currency.
Under this subsidy, the government of any organization provides grants for training and skill development of personnel. These may include re-imbursement of
traiming fes, providing infrastructure for training, etc. Several skill development inftiatiees are undertaken by brands also in andem with intermational organizations,
govermment and manufacturers.
Rebate of 200% per employes for training costs. The manufacturers are required to remit an equivalent of USS & per employee to the Hationa! Industrial Training
Autharity (HITA)
In Tanzania, vocational education and trairing (VET) activities and services are run by around 520 providers and promoted under mare than thirty programmes and
public-private partnership (PPP) schemes. The existing VET centers are extremaly heterogenous with respect to their capacity and training quality, but also with
respect to the praportion of long and shart courses they can provide. The Latter are funded through the skills Development Levey (SOL)
Hew Investors based on their investment can get support. for skills training as govermment provided training support for &00 workers for a CRH Factory an FOI,
Government plans o set up a skills training center to train 1000 workers in apparel manufacturing
shill developrment and retention cost-sharing grant for domestic industrialists (matching grant for training of local personnel) for textile and leather manufacturing in
industrial parks (100% for e=xport).

EN
b.

Government cost sharing on labor recruitment and training is Year 1; 85%; Year 2- 75%; Year 3; 50%; Year 4: 15%

Cost-sharing an recruitment of expatriate managers and special technicians is Year 1; 85%; vear 2: 78%; Year 3: 50%; ¥ear 4 25% (Domestic industrialists who
are beneficiaries of the above incentives are expected to match to at least 75% productivity by foreign investors operating in same industrial park in year one,
and raise performance to 65% and 100% in years two and three, respectively)

13



Ari Lanka

16

i 3
1. The Central govt muns several initiatives including Samarth (5cheme for Capacity Building in Textile Sector), which aims to provide demand-driven placement-

ariented skilling programme with a budget of approe. LSS 185 million.
2. Several state governments also give financial incentives up to LSS 185 warker! manth fior & years.

skill development initiatives and worker traiming i undertaken by various buyers in association with International Labour Organization (ILO), &sian Development Bank
{aDB), world Bank, GIZ, Bangladesh government, eic.

skl development initiatives such & Sector skills Development Programime: (350P) are undertaken by various buyers in association with &sian Developmenst Bank (aD8],
B

Mo exchange controds on foresgn exchange that allows easy repatriation of capitals & profits and domestic & offshore barmowing.

Far SEZ

Exemption of Stamp Duty on execution of instrurments relating to business activities of the SEZ.

Exemption from payment of advertisement fees and business senvice permit fiees levied by County Governments.

Larg-term exemption from payment of stamp duty on legal instrumenits.

Comparies are allowed to have expatriates and obtan work permits for up to 208 of the total workforce, with additional work permits available on request.
Withhaolding tax rates on payments made to non-residents (royalties, interest, and management fees) 5%; Dividends paid to non- residents by the SET entity,
exempt from ta.

The rightt to transfer outside the country 100% of foreign exchange eamed, profits and capital.
Far SEZ Developers:
a. Remission of customes duty, VAT and any other tax payable for import of 1 administrative vehidle, ambulances, firefighting eguipment,
b. fire fighting vehicles and up 1o 2 buses for employess” transportation
. Exemption from pre-shipment or destination inspection requirements.
Far SET Users & Exporters:
a. Remission of customes duty, VAT and any other tax payable for import of 1 administrative vehicle, ambulances, firefighting eguipment, fire fighting vehicles and
up to 2 buses for employess” transportation.
b. Exemption from pre-shipment or destination inspection requirements.
. Unconditicnal transferability through any authorized dealer bank in freely convertible currency of:
(i) net profits or dividends attributable wo the imestrment
{Ti} payments in respect of loan servicing where a foreign loan has been obtained
(it} royalties, fees and charges in respect of any technology transfer agreement
{iv] the remittance of proceeds (net of all taxes and other obligations) in the event of sale or liguidation of the business enterprses or any inberest
attributable to the investment
{¥) payments of emoluments and other benefits to foreign personnel employed in connection with the business enterprize.

paEpEFM



Ethiopia

Uganda

sangladesh

Ari Lanka

A

Description

- Impaort duty an second-hand raised to 45 kg.

Irnpart: duty an fabrics and accessores reduced to 08,
Trade credit insurance: 4 risk mitigation tool that protects against payment default risks.

- Project financing whers lang-term soft loans are provided for local a5 well 2 FD1 engaged in strategic sectors and investments.

Fareign irmestors can raise up to &0% of their finance through loan from foreign markets.
Priority to access foreign axchangs market

deduction of 2% of income tax payable is granted to any employer who can prove to the URA that at least 5% of their employess on a full-time basis are peaple with

B

s Bl

2. Wage subsidy up to LSS BE/person/ manith far & years

b. Power subsidy of 1.5-3 cents for 5-7 years

. Green measure incentives for establishing ETR, 700, etc.

Central govt. provides grant of 40% of project cost up to USS 5.7 million for providing infrastructure facilities fior setting up Textile Parks under Scheme for
Integrated Textile Parks (SITP).

Production Linked Incentive (PLI) scheme for 13 sectors including Textiles. The special incentive was launched in March 2020 aimed boosting domestic
manufacturing and cutting down on import bills. Included in the scheme is Rs. 10,683 crore [USS 1.44 billion) for supparting the growth of manmade fibre and
technical textiles over 5-year period. In addition, As. 1,480 crore [USS 211.76 million) was allocated towands a Haticnal Technical Textiles Mission.
Miinirnum Support Price (MSP): For every crop year, the government fixes a MSP for cotton varieties. &5 the seed cotton prices towch the level of MER, the
government makes purchases of the seed cotton at MEP without any quantitative limits. This mechanism has benefitted the cotton farmers as it provides an
assured price for their produce a5 well as timely payments.

For textile machinery only: Accelerated depreciation for machinery and plants.

Bonded warehouse facilities: Imported inputs can be cleared through oustoms against export orders without paying any import duty. Export oriented garment. units
ot taking advantage of these faciities could claim paid duty under DEDD or those utilizing local matenals could take 25% cash compensation.

15% cash subsidy on the fabric cost to exporters scurcing fabrics locally

There are no restrictions on issuing of work penmits for foreign nationals and employees related to projects.

Provision of transfer of shares held by foreign shareholders o local investors

Royalty, technical know-how and technical assistance fees can be remitted

Equal treatment of both local and foreign investment

. Exemption of customs duty and ports & ainport development levy on importation of project related capital goods such a= machinery and eguipment.

17



Hote: The government of Tanzania imposed several restrictions on Tanzanian
Shillings lending, deposits and derivatives to non-residents by banks and
financial institutions with some exceptions as defined under the Foreign
Exchange (Amendment) Regulations 2014 (FEAR).

\1.2/

All the countries
? F have attractive fiscal
incentives. However,

India and Ethiopia
stand out
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3. Non-Fiscal
Incentives

MHon-fiscal incentives are not directly associated

to monetary benefits but provide ease of doing
business to investors. These incentives generally
do not encounter any kind of government fund
transfer and are aimed at facilitating investments
or activities and not directly funding them.

All the countries have in place some forms of One
Stop Shops for ease of investment facilitation.
However, the efficiency of these institutions varies
from one country to another.

Textile and Apparel indieetny in East 4frkce - Palicy Benchmarking report




Back-to-Back Letter of
Credit. (LoC) Facility

sri Lanka

o o

Description

Under this incentive, the banks provide discounting of Letter of Credit (LC). It & a short-term credit facility provided by the bank, whers the bank purchases
the documents or bills of the exporter and in returmn make him the payment for a security or a fee.

HiA

L/C discounting available for select banks depending on rating of issuing bank.
&ailable

#vailable

Hgailable

&eailable

Available including Discounting fior proforma invoice and buyers® imaice.

Under this incentive, the government nevtralizes the incidence of custams duty on the impert content of the export product. Generally, the neutralization is
provided by way of grant of duty credit against the export. product.

A

MFA

HF&

‘oucher or Duty Draw Back scheme: Producer exparters, indirect producer exporters, raw material suppliers and exporters are entitled to use any one of the
abowve schemes to import. duty free raw materials, semi processed goods and packaging for the purpose of value addition and exporting.

Ini voucher scheme, bensficiary exporters are issued with voucher book printed and distributed by The Ethiopian Bevenus and Customs suthorty, Payable duty
of imported materials is entered in this book and expected to be processed and exported within a year or duty will be paid including interest. Exporters may
apply for extension of duty-free period.

In The Duty Draw back Scheme, duty paid on goods imported or purchased kocally shall be refunded by the Ethicpian Peverue and Customs authanity within 30
days.

M &t

Fassbooks are issued to Bangladeshi importers who would like to import inputs duty-free for exports. The value of raw matenal s deducted from the passhook
upon expart of finished product. These are permitted for use in banded warehouse set up for these purposss. The passbooks are operated on self-debit and self-
credit system.

MFA



BEwanda

Description

Any other non-fiscal incentives not listed abowe

EPZA Irvestar Support Division provides & one stap shap service for:

a. Applications & approvals (within 30 days)
Green Channel Part Clearance
Gresn Channel Custams facilitation

b. ‘work permit facilitation

. available land and factory buildings: zones are developed with the reguisite industrial infrastructure

d. Rapid project approval and licensing within 30 days (with exceplion of projects reguiring environmental license from HERA]

€. Unrestricted mvestment by foreigners

f. Exemption from PVOC {conformity assessment program applied to products at the respective exporting countries, to ensure their compliance with the
applicable Kenyan Technical Regulations and Mandatory Standards or approved specifications)

Automatic permit of employing & fareign nationals on the project holding Certificates of incentives.
For SET Developer:
a. On ste oustoms inspection of goods
b. Treatment of goods destined into SET as transit cargo
For SEL User:
a. Provision of business visa at the point of entry to key technical, management and training s2aff for 2 months
b. &ccess to competitive, modemn and reliable services available within the SEZ
. On site customs inspection of goods within SEZ
Far SEZ Exporter:
a. Provision of business visa at the point of entry 1o key technical, management and training staff for 2 months
b. arcess to competithve, mademn and reliable serdices available within the SEZ
. Treatment of goods destined into SEZ & transit cargo

Preference to the local manufacturers such as mandate of 60% of army, police, prisons and schools® uniforms to be sourced locally

One Stop Shop service: Registration of business for investors now takes a matter of howrs for most, and generally 1-2 days at most.

= After Care Service: Providing support ©o imestors in processing investment related requests such as:
= Land for investment: Facilitation Service by the irmestment Commission

» Besidence and work permit Facilitation

» Approval of emvironmental impact assessment on imvestment

» ACquiring water, electrical power, and telecom services



H

single Window Clearance System provided by various states to promote hassle free irestments for imvestors! manufacturers, etc,

single File Clearance System: Once the order is placed with the ganments exporter, exparters prepare a file with all product specs, input/output nomms, etc.
The file goes to mmm Hmd’ta’pq:u’tadndﬁ::ﬂgnrmn {with changes, if ary). mmmmwmwfw
pﬂmmmwaﬂmpmmm It enables Bangladeshi iﬂnﬂmtﬂ_smﬁmtymtﬁr:aﬁ:ﬂummty
free and maintain records of imports and exports which can be sorutinized. This system is maintained in physical books.

1. 100% foreign ownership permissible

2. allincome, proceeds on sale of the investments can be repatriated through an inward Imvestment Account opened by the Inestar

3. Green charmel facilities for obtaining approval of duty-free imports of raw material. This facility is available for enberprizes registered with the Board of
Imvestment and allows a fast-tradk approval procedure completed within 20 minutes, in contrast to 30 minwtes taken for ordinary service:

All the countries have
in place some forms
of One Stop Shops for
ease of investment
facilitation.
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4. Market Access
Arrangement

Generally, the East African countries have more
market access into the key markets of EU and U5,
which is one of the key factors for investment
attraction.

Ethiopia is currently suspended from AGDA, which
was a major advantage to accessing the Us apparel
market.

Textile and Apparel indieetny in East 4frkce - Palicy Benchmarking report




4.1 Market Access Arrangement

Table 3 - Benchmarking - Market Access Arrangement

Tariff reducticn an

s Duty Free under Duty Free under  Duty Fresunder Duty Free under  Duty Free under certain tetile &
under G5P
208 taniff reduction Duty free imports
Euraps ERA EBA EBA EBA EBA EBA
under G5P under G5P+
Japan B.4% under MFH = G5P GEP GEP G5P Duty Free under CEPS B.4% under MFH
Dty free guota free
10-408 margin of apparel imparts 5-5O0% margin of
preference on certain 20-40% margin of preference on certain
China textile & apparsl preferance on certain  textile & apparel
commodities under textile & apparel commodities under
APTA commodities under APTA
APTA
FT& under FTa under FTA under FTA under
AFRCFTA . AFCFTA AFCFTA ARCFTA
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4.2 Impact of AGOA suspension in Ethiopia

+  In November 2021, US President Joe Biden
announced that Ethiopia would be suspended
from AGOA eligibility due to alleged human
righits violations in contravention of the AGDA
statute. This became effective in January 2022,
This has affected the sourcing plans of several
brands and manufacturers.

= AGOA Trade privilege has been a key driver
Ethiopia since the launch of the growth and
transformation industrialisation programme in
2016. By 2019, 70% of the Ethiopia®s Textile and
Apparel exports were destined for the United
States, up from 15% in 2014,

s [t is estimated that at least 56,000 jobs in the
Industrial Parks-mostly women aged bebween
18-25 years- are directly at risk because of
AGOA suspension.

« Considering that intermational buyers from the
United States can place orders up to one vear in
advance, the full effect of the suspension will
only become visible towards the end of 2022,

+« Several advocacy actions have since been k\_
initiated to lobby for the lifting the of the
suspension of AGDA in Ethiopia. Several public
comments have been published in the United
States Trade Representative website in support
of the lifting of the suspension USTR during the
anmual eligibility reviews.

East African countries
have more market
access into the key
markets of EU and US




5. Top Suppliers
of Apparel to US
Market between
2010 and 2021




Table 4 - Top Suppliers of Apparel to US Market vs EAC in 2010 Table 5 - Top Suppliers of Apparel to US Market vs EAC in 2015

i China L% 301 Bn 319 8% 1 iChina LS 373 Bn 35.1%
2 Viet Mam LSS & Bn B.08% 2 Vietnam s 10.9 Bn 12.7%
3 wdonesia US$ 4.6 Bn 6. 1% 3 EBangladesh Us35.5En 6.1%
4 Bangladesh LSS 4 B 5. 4% 4 Indonesia Us55.1E6n 5_B%
5 Moo Us5 3.7 Bn £.9% 5 India Us% 3.9 Bn 4.3%
& EAL (Kenya, Uganda, Tanzania & Rwanda) Us5 0.2 B 0.3% & EAC (Kenya, Uganda, Tanzania & Rwanda) Us5 0.4 Bn 0.5%
7 Others LSS 26 8 Bn 35 5% T Others s 31 Bn 34.5%
Figure 1 - Top Suppliers of Apparel to US Market vs EAC in 2010 Figure 2 - Top Suppliers of Apparel to US Market vs EAC in 2015
2010 2015

Dthers China

snietsdesh - Indonesia Viet Mam
s Indonesia Ve i Bangladesh



Table & - Top Suppliers of Apparel to US Market vs EAC in 2020

1 china LS5 13.50 Bn I7.5%
7 vietnam LS5 13.20 Bn 18.5%
3 Eangladesh UsE 5,30 Bn 7.4
4 indanesia Us$ 3.70 Bn 5.2%
E india Uss 3.20 Bn 458
& EAC USS 0.43 Bn 0.6%
7 Others Us5 75.9 Bn 36.3%

Figure 3 - Top Suppliers of Apparel to US Market vs EAC in 2020

2020

Bangladash

Table 7 - Top Suppliers of Apparel to US Market vs EAC in 2021

1 China US$ 22 Bn 2%_7%
2 vietnam Us5 15.1 Bn 17.3%
3 Bangladesh S5 7.2 Bn L%
4 india US5 4.4 Bn 5%
5 Indonesia S5 4.3 Bn 5.0%
& EAC L5 0.5 Bn 0.8%
7 Others US5 34.3 Bn 3B

Figure 4 - Top Suppliers of Apparel to US Market vs EAC in 2021
2021

wiet Nam

Bangladesh
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6. Top Suppliers
of Apparel to EU
Market between
2010 and 2020




Table 8 - Top Suppliers of Apparel to ELl-28 Market vs EAC in 2010

G China Ls$ 38.6 Billion 5.4
2 Turkey uss 10.7 Biltian 12.8%
3 Bangladesh us$ 8.2 Bilkian 9.7%
4 India us$ 5.7 Billian 6.8%
5 Tumisia us$ 3.0 Billian 3.6%
& EAC Us% 0.003 Eiltion 0.0%
7 others Us5 16.6 Billian 21.9%

Figure 5 - Top Suppliers of Apparel to EU-28 Market vs EAC in 2010

2010

China

Bangiadesh

Turkey

Table 9 - Top Suppliers of Apparel to EU-28 Market vs EAC in 2015

1 China UsS 334 Billion I7.0%
2 Bangladesh Uss 15_4 Billion 17.1%
3 Trkey UsS 10.5 Billion 11.6%
4 India uss 5.7 Billion 6.3%
3 Cambodia uss 3.3 gillion 375

EAC =S 0.005 Billion 0.0%
7 Others uss 1.7 Billion 74.7%

Figure & - Top Suppliers of Apparel to EU-28 Market vs EAC in 2015

2015

Bangladesh
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Table 10 - Top Suppliers of Apparel to EU-28 Market vs EAC in 2020

1 ichina S5 23.9 Bn 30.19%
z Bangladesh LI5S 14,4 B 18.19%
3 Turkey w5 9.3 Eillion 11.85%
4 United Kingdom USS 4.2 Bn 5.3T%
K inclia Us4 3 Bn 4 33%
i EALC 0.013 Bn OUL2%
Fi Dithers 237 Bn .99

Figure 7 - Top Suppliers of Apparel to EU-28 Market vs EAC in 2020

2020

EAC

UMiFLed KERE QoY

Turkey
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7. Key Perspectives
of US Fashion
Companies in 2021
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Im July 2021, the United States Fashion Industry Association published its eighth annual Fashion Industry Benchmarking Survey, which captures key
sentiments of their members that include brands, retailers, importers, and wholesalers of textiles and apparel.
Below are the highlights of key issues that were captured from the United 5tates Fashion Industry Benchmarking Survey.

6.1 Continued Impact of Covid-19 on sourcing
COVID-12 remains the top business challenge facing U.5. fashion companies in 2021, particularly adding pressures on the supply side.

Figure 8 - Continued Impact of Covid 19 on Sourcing

Which impacts of COVID-19 are likely to continue in 20217

Hipping delay and wmipply chain gkrupisan 100%
The cost of transportatiem and bogistecs increase further {i00%
The cail al fextfe riw malerisl we joured |pdreade futhei a0

Around &0 percent of the respondents

The cost of fingsshed garments we source increases further ) '.i'ﬂi. | -E.'Ip&c.t a full MECOVETY of their SD'I..[I‘-CiI'E wvalue
or volume to the pre-COVID level by 2022,

Mg mpoaiel Tectorbes whikh mak= my prodiugis ihicet of

5% |
WO REry
Chaltenging Lo ¢onduct Taclary audits 1TE
The apparel MRclorbes which make my producis shedt of
AE
CexCilE Favwe FMlaread
Hanve to dead with large quantitses of unsodd stock because T
of weak demand =
0x i ] 4 0 [0 B 100% 130K




6.2 Increasing Sourcing Costs
The surging sourcing costs remain a significant concern to LL5. fashion companies in 2021.

97 percent of respondents anticipate the sourcing cost to increase further in 2021. Out of this, 37 percent expect a “substantial increase™ from 2020,

6.3 Impact of US-China Tanff War

Figure 9@ - Impact of US-China Tariff War on companies’ sourcing costs

The tanff action increased my company's sourcng
oot

The tarniff action had affected the finamcials[swech as
profit margins) ofour company negatively _
The tanff action has increased the oomple sty of
documentation requinemnets for mporting — Al t 90 t of lents indicated that
_ the U.5.-China tariff war directly increased their

compamy's sourcing cost in 2021

China"s ne ta Eatory tariff and non-tanff measunes in
nesponse o US. action Section 300 action have....

The tariff action had a2 minimum impacton the
finamncia | per-fiorma nce of owr compamy

The tariff action had 2 minimum impactonour | par

e = = === USVSCHINA
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6.4 Asia is still the dominant apparel sourcing base for U.5. fashion companies

Figure 10 - Respondent’s Top Sourcing Bases in 2021
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The dominance of Asia as a sourcing destination
remains unshakeable with the respondents
expected to continue sourcing from China

{93 percent), Vietnam (BT percent), India {77
percent), and Bangladesh (73 percent).

Asia also remains a dominant sourcing base

for textile intermediaries for the US fashion
comparnies with China plus at least 1-2 additional
Asian countries topping the list among the
respondents.



6.5 U.5. fashion companies continue to reduce their China exposure.

Respondents see "finding a new sourcing base other than China™ as a more critical challenge im 2021 (As priority, Ranks 4th in 2021 vs. &th in
2020, 7thin 2018, and 13th in 2017).

Figure 11 - Customer strategy options to mitigate customs cost

Alternative surcing options
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Most U5, fashion companies still plan to source from China in short to medium terms. However, 63 percent of respondents plan to decrease sourcing
from China further over the next two years.

Most respondents still see China as a competitive and balanced sourcing base from a business perspective. Few other sourcing countries can match
China's flexibility and agility, production capacity, speed to market, and sourcing cost. As China’s role in the textile and apparel supply chain goes far
beyond garment production and continues to expand, becomes ever more challenging to find China’s alternatives.

Allegations of forced labour in China®s Xinjiang Uygur Autonomous Region (XUAR) significantly hurt China's long-term prospect as a preferred sourcing
base by U.5. fashion companies. China also suffered the most significant drop in its labour and compliance rating in 20Z1.



6.6 U.5. fashion companies actively explore new sourcing opportunities.

&5 percent plan to increase sourcing from a few Asian countries over the next two years, including India, Bangladesh, Indonesia, Philippines, Yietnam,
and Cambodia as alternatives to sourcing from China. Vietnam remains a hot sourcing destination. However, respondents turn more conservative this year
about Vietmam's growth potential due to rising cost concerns and trade uncertainties caused by the Section 301 investigation.

LS. fashion companies are interested in sourcing more from Bangladesh over the next two years. Respondents say apparel “Made in Bangladesh™ enjoys a
prominent price advantage over many other Asian suppliers.

The respondents also expressed interested in sourcing more from Sub-Saharan Africa by leveraging the African Growth and Opportunity Act (AGOA).
Replace AGDA with a permanent free trade agreement that requires reciprocal tarff cuts and continues to allow the “third country fabric provision is
respandents” most preferred policy option after AGOA expires in 2025.

6.7 Major commitment to sustainability and social compliance

Figure 12 - Allocation of resources for sustainability and compliance over the next 2 years

|
e e 80%

Providing swstaimbilty and sodal complianee teining for

imternal employess B0 percent of respondents say they plan to allocate
Providing sustairabilty and sacial jianee training for Mmmmsmsum?imﬁradmalmphanm
suppliers over the next two years (Le., through 2023), wp from

The mumber of employees dedicated to sustainability and
social mompliance isues in sourcing

Operational budget

Coenchecting awdits of your won suppliers in addition to the

Dievebopings cincultarity progra ms to lmit bectile waste

B Inscrease resouroes

1

B No change in resouroes

70 percent in 2020 and &3 percent in 2049, About one-
third of respondents call for “clearer regulation and
legal guidelines™ regarding supply chain mapping and
trancparency.

Respondents highlighted that u.s. textile and apparel
trade palicy can play a role in addressing climate
change, particularly through lowered tanff rates

for sustainable imports, reducing the cost pressure

for sustainable sourcing, and enhancing regulatory
coherence with U.5. trading partners.



6.8 Majority of the US Fashion Companies project increased sourcing values in 2021

Figure 13 - Outlook on Apparel Sourcing Value: 2021 vs 2020
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76 percent of respondents expect their sourcing value or

0 volume to increase in 2021 from 2020, including more than
0 half that anticipate a two-digit growth
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8. Other Notable
Trends:

Textile and Apparel indieetny in East 4frkce - Palicy Benchmarking report




8.1 Sustainability and Recycled fibres

According to the Textile Exchange, Recycled fibers are increasingly forming a significant part of the companies’
sustainable material strategy with more than 25% of respondents intending to utilize them.

The recent increase in the use of rPET {recycled polyethylens terephithalate) from plastic bottles is expected to
continue, with the open-locp recycled polyester playing the biggest role, This is due to a number of reasons, cne
of them being it’s the price is lower compared to other recycled materials and commitments to more circular
materials.

8.2 Digitization: The changing face of design

The industry continues to make clear progress in digitization, including digitization of interfaces, introducing
advanced analytics, improving operational and design processes, and aiding transparency.

The shift in consumer shopping habits has led to the popularity of digital space. The digital space has gained
popularity. Majority of respondents in the McKinsey Survey demonstrated a shift towards 29% of companies plan to
utilize virtual IDesign to test products and plan to render 70% of their products virtually.

Virtual digitization has enabled companies to reduce l=ad times as samples are approved onling and reduce the
carbon footprint which has become a major issue in recent times and reduction in wastage. Mon-physical fitting
for products is also becoming a popular trend with the availability of the Metaverse winich enables the consumer
to fit products online.



Appendix: Data Sources

Chapter: Fiscal Incentives

1171977201 6-E&MDA, Ministry of Commerce and Industry, Department
of Commerce, E&MDA Section and Marketing Development Assistance
Scheme, Department of Commerce, MSME Sector

According to a speech by the Cabinet Secretary of Industrialization
{May 2019).a new SME policy is currently in the final stages that will
include interest subsidies for SMEs.

African Trade Insurance Agency

Bangladesh Investment Handbook. 2020

Bangladesh Investment Development Authority (BIDA)

Benchmarking Fiscal Incentives

Board of Investment, Sri Lanka

Development Bank of Rwanda

Documents published in Gazette of India. Ministry of Finance &
Ministry of Textiles and State Governments’ wehsites

Duty Exemption and Remission Schemes, Directorate General of
Foreign Trade. Ministry of Commerce and Industry

EFZA

Ethiopian Imestment Centre

Ethiopian Imvestment Centre: Development Bank of Ethiopia finances
full cost of machinery including installation cost after which the
repayment is done over a period and cwnership is transferred upon full
repayment at an interest.

Export Development Board

Export Growth Facility Eligibility Criteria

Export Promotion Council

Inland Revenue Department

Kenya Association of Manufacturers (KAM)

Kemya Investment Authority

Ministry of Rural Development, Scheme for Capacity Building in Texdtile
Sector, Ministry of Textiles and state povernments’ websites

Ministry of Trade and Industry

Mew Gazette Motice Fwanda

Part | Section | of Gazette of India. Ministry of Textiles

Published government documents from Ministry of Textiles & Cffice
of Textile Commissioner, Government of Inda and state governments”
websites

Skilling-Tanzania-ACE-Working-Paper-6

State governments’ websites

Strategy to Transform the Textile, Apparel and Leather Sectors in
Rwanda

Strategy to Transform the Textile, Apparel and Leather Sectors, Ministry
of Trade & Industry

Tanzania Investment Centre

Textile Development Unit

Utpanda Revenue Authority

Union Budget 2021-22. Ministry of Finance, India. retrieved from: https2/
www. drishtias.com/current-affairs-news-analysis-editorials/news-
anakysis/03-02-2021



Chapter: Non-Fiscal Incentives

&*

AFCFTA - The agreement initially requires members to remove
tariffs from 90% of goods, allowing free access to commodities,
goods, and services across the continent. It does not come into
effect until 22 of the signing countries ratify the agreement.
Board of Investment, 5r Lanka

Business of Fashion Magazine, https: / fwwiw. businessoffashion.
com/news/ global-markets/ pvh-corp-will -close-its-
manufacturing-facility-in-ethiopia/

East African Commmunity

ERFZA

EPLA, Tanzania

Ethiopian Inwestment Commission

European Commission

Government Information Centre, Sri Lanka

HKTDC

Japan Customs

Office of Textiles and Apparel (OTEXA)

Primary Research

Strategy to Transform the Textile, Apparel and Leather Sectars,
Ministry of Trade & Industry

Chapter: Top Suppliers of Apparel to US Market between
2010 and 2021

= UH Comtrade, Direct data

Chapter: Top Suppliers of Apparel to EU Market between
2010 and 2020

=  UH Comtrade, Direct data

Chapter: Key Perspectives of US Fashion Companies in
2021

= 2021 Fashion En:justr_l,f Benc:hmaﬂung 5uwe1,t, Retrieved fmm

»  McKinsey Apparel CPO Survey (2021), Revamping Fashion
EDLH'EII'IE Speed aﬂd ﬂﬂ:-n'mht!.f to the fore. mtrre‘md fmm

. "!’&rhle Er:d'lan-ge Freferfed FII]FE' and Hatenals H.arl-tet Report
2021,™ Textile Exchange, August 2021, textileexchange.
org/textile-exchange-preferred-fiber-andmaterials-market-
report-2021/.
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