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l. Introduction

Global value chains (GVCsare the globally dispersed inpomitput networks that produce final
commoditiescoordinated by lead firmsincreasingly, participation and upgrading in GVEsséen as a

promising approach for promoting development. Howetves, relationshibetween insertion into GVCs

and developmerns not automati@and the outcomes can be very uneyarmany cases, economic growth

has instead been achieved through atload development strategy, in which growth on the business side

is associated with the erosion of social protections, rights, and wages for workers and declining market
access and bargaining power for small businesgéis.t h OECDOGs ex pr eisigehdsei nt er e
GVC dynamics in Africa, the findings from the Capturing the Gains (CTG) research proifert

rel evant insights to compl ement OECD6s important
question driving CTG research waddnder what circumstacesand to what extendo participation and

economic upgrading in GVCs actually translate into better social upgrading outcomes for workers and
small producers?

The CTGresearch project investigatéhe conditionsvithin GVCsunder which business compigieness
and broader social prosperity come together with the aim of promoting fairer trade and deceahevork
what role development policy interventionglay in that processMore specifically, CTGexplicitly
examined the opportunities and challengesr fsimultaneouslypromoting economicupgrading of
producersand social upgradingf workersthrough participation irfGVCs. It integrated thanacrclevel
analysisof regulatory, trade and investment pattenith in-depthmesemicro-level value chain studée

in four industry sectors: apparel, horticulture, mobile phones, and tourism.

In terms of the three year research process that generated these fiadiGdrought together an
international network of scholars to facilitate crassintry and crossecbral analysis.CTG involved 40
researchers from 20 institutions across 15 coun{@egturing the Gains 2012The research methods
were primarily mesdevel and qualitative in order to capture the changing dynamics of global production
networks (GPN$)across industry sectors and countries, where, in many casesinttgtiohs inhibit
quantitative analysé especially for social measures. Bernhardt and Mill§gBj1a)supplemented the
mesolevel studies witha quantitativeanalysis of social and economic upgrading at the sectoral level in
selectedcountries, providing @ overall crossnational comparisorof sectoraltrends. In total, field
research was conducted 20 countries:sevenin Asia, four in Latin America,threein the Middle East

and North Africa, andix in SubSaharan AfricgseeTable 3 in appen). The project was primarily
funded by the United Kingdotn®epartment for International Developmdi@FID), with additional
funds from other sourcéResults wereliscussedn a series of multstakeholder workshops aadglobal
summit that involved maresentatives from civil society, the prigasector, government, acadenaiad
donor institutions.

This paperprovides a synthesis @&TG findings from the African continests t hey r el ate to
interest in GVCsthe central question beindgVhatarethe opportunities and challenges for economic and

YFor more information o€apturing he Gainssee the CTG websiterww.capturingthegains.org

2 GVCs and GPNsire closely relatedoncepts, and they derive from similar analytical frameworks that carry out
detailed empirical studies of firmeconomic sectors and institutions in developing economies with a few distinct
differences. GVCdocus more on firrevel research and the commercial dynamics of value chains, @RiNs

view GVCs as the centeff @ larger network of actors (publiprivate and social, among others). In CTG research
the GVC methodology ismterpreted slightly more broadly than traditionally defimesto widespreadapplication
across international organizations IREID.

% Additional funding was received from: the Sistble Consumption Institute, the Rory and Elizabeth Brooks
Foundation, and the Economic and Social Research Council.
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social upgrading within African GVCs so that workers and small producers can captuer shisie of

the gains from trade and economic growth? Given the complex development challenges in Africa
especidly as they relate to policy interventiorfsee Box 3 and Tables 9 and 1@)is question is
particularly relevant and critical to unpack. Of the four industry sectors covered in CTG, this paper
focuses on onlythree: apparel, horticulture, and touriémThe CTG case studies in Africa included
Egypt, Kenya, Lesotho, Madagascar, Mauritius, Morocco, South Africa, and Ugseelaable 3 in the
appendix).This means that CT@ncompassed broad range of countries and development gtmte
within Africa, which makes possible a more nuanced analysis.

Overall, CTG research suggests that upgrading and sharing the gains from participation iwes®/Cs
limited in Africa. Economic upgrading waseven between the horticulture, apparel andigm sectors,
and social upgrading even more §&X G sectoralanalysis found that economiand especiallysocial
downgrading were more common than previous research would lead one to lexihectase of apparel,
the crossnational sectoratlata reflet both economic and social downgrading for all included African
countries.This is not to say that there were no examples of upgraldirigct, Uganda offers a case where
the sectoralevel data demonstrate significant upgrading in both the horticidtwdtdourism sectors.he
case studie in each of the three sectors covered in this paeesent some instances of both social and
economic upgradingwith important variations and similarities between th@imerefore, it is necessary
to examine the nuansén the GVC findings tobetterunderstand how different factors influenced the
upgrading outcomesetween sectors and countries

The bargaining position and support provided to weaker value chain particgaitsas small producers
and workers are inportant factors in upgrading. Thesee strongly affected by private governance,
public policy and institutional contexts, which vary by sector and country. Hence, policy nfatters
upgrading, but even more crucial is tailoring the proper policies tdfispgograding strategies

Recentchanges irgeographicend marketandtrade patterns have brought about new opportunities and
challenges for African countries seeking to defiveaddevelopment gains from participation in GVCs.

In particular, there waa rise of SouttSouth trade and expansion of lead firms within Africa serving
African consumers. Morapecifically this paper assesses three emerging trends apparent in African
GVCs:

1 Regionalization
1 Informalization
I Consolidation of lead firm market power

These new dynamics will be important to incorporate into future policy interventions and investigations
into questions about how GVC participation can be harnessed or blended with other strategies to increase
spillovers and enhance shared prosperity.

Based on these findings, we argue that, in the African context, GVC participation in itself is not enough to
ensure that small producers and vulnerable workers will be bettefTteéfefore, multfaceted and

* Production of mobile phones and related software mainly takes place in Asia. Several African countries, such as
the D. R. Congo, play major role in providing the raw materials for the mobile phone GVC and are deeply affected
by this in many respects (e.g., conflict minerals). However, that stage of the chain was not studied in depth for CTG
due to resource and safety constraiMajor mobile telecommunications service providers and the developmental
applications of mobile phones were studied in-Salharan Africa, but this stage of the value chain is essentially a
service sector and was not included in the paper.



strategic policy approachdprivate and publicare necessary to successfully promotere inclusive
growthand contribute to poverty reducti¢see Box 3 and Tables 9 and .10)

The next section of the paper provides background on social and economic upgrading and the
contributions of CTGo our undersanding of global developmef(rot just in Africa). Sections 3, 4, aad

review the CTG findings fronAfrica in horticulture (agrdoods), apparel, and tourism, respectively. In

the conclusion, we reflect on the opportunities and challenges for promatimgpreic and social
upgrading and analyze the similarities and differences across industry sectors.

II.  Linking social and economic upgrading

The CTG project makes severabntributions toour understanding of global production networks and
development. Thenost important of these Imking the economic andocial dimensiogof value chain

studies given that previous studies had mainly focused on them separately. Examining the linkages
challengeghe stereotyped assertion found in some recent literatuiewsthat economic growth and

GVC participation willnaturallyl ead to i mprovements in I|living star
positive social outcom@sThe linkages were first investigated at tbessnational level, based on

available sectoral dat and second at a meso and often micro value chain level based on case study
research across the sectors in selected countries.

For the purposes of the CTG study, Bernhardt and Millf2®d 1a)parsimoniously measured economic
upgrading within a given sectoallowing far crossnationalvariationin terms of (a) change in world

export market share, an indicator of export competitiverass (b) change in export unit values,
measure of product upgrading. Thaveatswere that their analysis was based on narrowly define
measures of upgrading and there were substantial data gaps, especially for social irfdica@ssess

overall upgrading and downgrading (economic and social), they combined the two variables for each
measure int@ single indicatgrwith equal weighaissigned to each variable. Then, they plotted the results

in a twoby-two matrix Figurel). One of their overall findings (for atlountries including those in Latin
America, Africa, and Aslawas that economicand especiallygocial, downgrading were more common

than previous research would lead one to expect. Except for apparel, they found that positive growth in
export market share was associated with economic upgrading, but also that export market share growth
led to declinesr slower growth in unit values.

This growth in export market sharguggests an overall expansion in lowalue product segments.

Likewise, for social upgrading, they foutttatoverall trends in employment growth were associated with

lower real wagesThis indicates that expanding participation in GVCs does not necessarily result in

higher paying jobs or, by extension, more bargaining power for workers or overall improved livelihoods.

In comprehensively assessing the intra and -sgetoral linkagesand accounting for intesectoral

variations, they concludethat economic upgrading camut does not necessatiljead to social
upgradingT he f i ndi ng fits wel.l within the explicit fr
0 c ¢ UBariéntos, Gereffi, and Rossi 201{Where available, the matrices of results for each sector are
presented in theetevantindustrysections of this paper.)

®The original GVC liteature did not suggest this natural relationship between economic and social, and only more
recently has this assumption been articulated, becomi
backing.

® These measures were selected in part basedailatsle data, given limited data availability on GVCs at that time.

This has since been addressed by the OBCID Trade in Value Added Initiative (TiVA) see:
http://www.oecd.org/industry/ind/measuringtradeinvaduaieledanoecuitojointinitiative.htm
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To facilitate further investigation at the meso value chain level and riwandevel, CTG researchers

made a conceptual distinction between economic and social upgrading. Economic upgraefingd as
Aimoving upo t he \wlleuaetivitied) whiclm thebratitatly etablas firms to capture a
higher share of vakiin the GVC overall and enhances competitiveri@sseffi 2005) There are four
dimensions of economic upgrading that are commonly usdtleinGVC literature: product, process,
functional, and chain upgradingdumphrey and Schmitz 20Q2Product upgradingrefers to making

higher quality and more sophisticated produBt®cess upgradingnvolves rearranging the production
process to improve efficiency and productiviBunctional upgradings incorporating additional stages

of production, such as adding washing and dyeing to an operation that formerly focused only on garment
assemblyChain upgradingneans diversifying activities into higher value sectors or end praduct

Figure 1. Economic and Social Upgrading Matrix

A

Economic Downgrading & OverallUpgrading:
Social Upgrading Economic Upgrading
& Social Upgrading

Overall Downgrading:
Economic Downgrading & Economic Upgrading
Social Downgrading & Social Downgrading

v

Soure@: Bernhardt and Milberg, 2011.

Social upgrading refers to improvements in the rights and entittements of workers, leading to better jobs

(Barrientos, Gereffi, and Rossi 2011) Fr amed by the I nternational Labc

agenda, social upgrading incksltwo dimensions: measureable standards and enabling(Bghtientos

and Smith 2007; Barrientos, Gereffi, and Rossi 20I®jo dimensions were identifieddeasureable
standards include aspis that are easier to quantify such as working hours, health and safety standards,
and terms of employment (formal or informal). Enabling rights are those whicimane difficult to
observeor measuresuch as nodliscrimination and freedom of associatioThese have been more
challenging to implement in GVCs, especially in the African context where the necessary institutional
capacity is often limited.

Underpinning theCTG rationale for emphasizing the importance of social up/downgrading within GVCs
is the notion of analytically incorporating workers as both produetie socialagentswithin production
networks, which goes beyond conventional economic theory that positiongptabharily as a factor of
production based on productivity and c@Barrientos, Gereffi, and Rossi 2018s the CTG sectoral

case findings highlight, unpacking the sodahensions of workers in African value chains depicts stark
differences in working conditions and access to social upgrading between workers of different work
status, even on the same worksite (factory, farm or hotel).

The literature on economic upgradimt thefirm level in GPNs has largelpverlookedthe separate

literature on the flexiblization and casualization of work, with ligtkgloration ofhow they are connected
(Barrientos et al. 2011Yhe research available on this topic suggests that economic upgradiegdto
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social upgradingBut it does not necessarily do so and may even lead to social downgresjegially

when associated with increased casualization of work and/or production shifts teMagesitocations

(Barrientos, Gereffi, and Rossi 2011; Bernhardt and Milberg 20Th&yefore, economic upgrading may

lead toAii mmi zerating growtho in which firms capitaldi
bott omo b(Kdplmsky D833 The CTG case study research emphasized identifying the
conditions that make it more likely for economic and social upgrading to come together, and in doing so
addresssthe gap in the research on how social and economic upgrading are linked.

Given that CTG researcimcluded numerouscountries with a similar set of questionswias able to
highlight inter-and intraregional dynamics. CTG researcharsalyzedSouthSouh trade andhe rise of
regional value chains (RVGCsas well as the effects that these trends had on firms and workers. For
example, South African apparel retailers have expanded sourcing into neighboring countries, which has
created jobs imations sud as Lesotho, but these are often at much lower wages than those in South
Africa, where the industry has declinddis sec a | Ireitrevalutiod has been facilitated by regional

trade agreements that reduce barriers to-neggonal trade. In adddn,the sectoral case studies enabled
CTG researchers to identify pattsr across sectors and differences between them with regard to the
dynamics of social and economic upgrading. In this paper, the-seossral analysis isxaminedn the
conclusion, imere we synthesize the findings from each of the sectoral case studies.

A key feature of value chains is the increased role of private governance by lead firms of suppliers
through the application of standards. These can cover product, process, soeialieominental aspects

of production. Lead firms within the global South were often found to have lower standards requirements
than their global counterpartds shown inFigure 2, the process of moving from lower standards to
higher ones occurs gradually from smsdlale improvements in local/domestic value chains, to larger
ones inRVCs, and then they are highest in GVCs. Therefore, the expansRv@¥ can be seen as an
opportunity for small producers to gain access to globalns in the long run by taking incremental
upgrading steps as they move from local to more global participation.

Figure 2: Simplified Value Chain Ladder’

Source: Barrientos, 2012.

"Tables 4, 5 and 6 the Appendixprovide elaborated arspecific upgrading pathways for each covered sector.
5



However, Acl i mbi ng erteth® is hoa medessarily ,alwagssdesirable, nos ther bedt
strategy for producer competitivene§sdings from horticulture studies reveal that in some instances
suppl i ers dgowngrade Gramesdppiing freéh fruits and vegetables (FFV) to Ppean
supermarkets (wherde costsof applying standardare high) to supplying lower valldess demanding
domestic and regional supermarkets

Several common challenges emerged from the deesb case study research in African countries, which
providessome context for each of the sector case studies that follow

1 High logistical costsi One of the most widespread development challenges in African countries, logistical
costs, stem from a lack of adequate infrastructure (e.g., poor roads), distance joynmaréets,port
access for land locked countries, andsome cases, security problemsinefficient processes such as
corruption These costs affect industry sectors to different degrees. For example, logistical constraints can
especially inhibit partipation in perishable food GVCs, given the need for fast and refrigerated movement
of goods.

1 Insufficient workforce developmenti Educational and workforce development institutions in Africa tend
to be poorly linked with industry needs and workforce pesfees, especially at midvel technician or
managerial ranges, and this hampers competitiveness and quality. For example, many African youth are not
interested in pursuing agricultural careers and the training institutions often have outdated curricula,
creating many vacancies in horticulture at the-maioige skill level§Barrientos 2012; Evers et al. 2014)

1 Gender disparitiesi The gendered incorporation of workerad GVCs makes the distribution of gains
from upgrading and GVC participation uneven along gender lines. Although there are exceptions, typically

women are disproportionately concentrated in 6l ower

often face discrimination in various formaot least of which include relegation to low wage sectors such
as in apparel For example, in tourism, it has been difficult for women to break out afaked

Atraditional 6 rol es ( enagement amd antsepr&neveigh actea(Christan, pur s ue

Gamberoni, and Reis 2013)

1 Mixed outcomesi It is often not very straightforward to assess whether a particular outcome represents
upgrading or downgrading overall, dmise changes in industry structure can manifest in multiple and
contradictory ways with some producers and workers gaining whilst others lose(se& Box ).



Box 1: Mixed outcomes of sociband economic upgrading: the Moroccan garment industry

The Moroccan garment industry is an illustrative case of how complex the relationship between so
economic upgrading can be. In theoegonomic upgrading built on skill enhancement and orgéinizal
learning promises a higlvad development path, compared to-Jmad economic development strateg
based on direct cost minimization, such as cheap [@ereffi 1999; Humphrey and Schmitz 2003)jnce
the mid1980s, the Morocco garment sector has changed dramatically as it has transformed int
supplier for fast fashio supply chains, such as Zara. Fast fashion introduced a new logic into gz
supply chains, with higher priority placed on Hirsttime production (demand sensitive), production
smaller quantities, higher quality, and increased flexibility of supplie/nder this logic, proximity tc
market is more highly valued than in lewad strategies, due to the importance of speed
responsiveness of suppliers to meet changes in demand effectively. Therefore, as a country very
Europe, Morocco has ggmaphical comparative advantages for competitiveness in fast fashion GVCs

The Moroccan garment sector upgraded into fast fashion GVCs through its partnerships with co
such as Zara and the efforts of the industry association to create alsgécmde of conduct and socii
label called Fibre Citoyenne, which the fast fastretailers found attractv® e s pi t € Mor oc
economic upgrading into fast fashion GVCs, the social upgrading outcomes were more mixed. Or
biggest determinas was worker status, because different types of workers experienced different
outcomes as a result of the economic upgrading. Overall, regular workers did share in the gai
economic upgradindy enjoying skill enhancement, improvements in meaahble standards, and increas
access to enabling rights. However, focus groups with workers revealed widespread use of an i
irregular workforce that experienced social downgrading in many respects. These worker
concentrated in loweskilled, lower paid positions, had low access to social protections, and high
insecurity. They were largely excluded from capturing gains from the economic upgrading. Th
suggests that economic upgradimgticomesare not always straightforward, atttere is a need for polic
solutions that take into account the differential effects of upgradingfienedit categories of workers.

SourceRossi 2013

Overall the CTG researakevealed that,lthough there were some opportunities for promoting combined
economic and social upgrading, there were also many obstacles to inclusive growth that policy makers
will need toaddresgo curtail raceto-the-bottom behaviors. Starting with the next section on horticulture,

the paper turnspecifically to additional mesaclevel findings to further unpack the opportunities and
challenges for social and economic upgngdin Africa.

. Horticulture

Few sectors are more important t -imodsi &ccountirg fosa e c on o
significant share of employmef¢specially if accounting for informal employmenfipod security and

GDP for nearlyevery countryon the continenfWorld Bank 2013)Many GVC related studies have been
conducted on agrfbods across Africa analyzing myriad aspects of participation, competitiveness and
propensity for economic upgradiiBamber, Abdulsamad, and Gerefibrthcoming; Errientos, Dolan,

and Tallontire 2003; Gibbon 2005; Razzaque and Velde 2013; Lee, Gereffi, and Beauvais 2012; Ouma
2010) Overall findings fromCTG horticulturé studies demonstrate evidence of both economic and social
upgrading as well as downgradini. this light, nuanced case studies primarily conducted in South

Africa, Kenya and Uganda shed new lighih the dynamics that can generate the various up/downgrading

paths that producers and workers experience in these countries.

®Horticulture is a subset of agfoo o d s . Al 1 t] consists of fresh fruit, veg
In Africa, horticulture is geerally seen as a high value agricultural export (HVAE) in contrast to traditional
agricultural exports such (EaessetcabXi4pe, cocoa, tea, sugar
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The Bernhardt and Milber@2011) analysisFigure 3, shows that Uganda, Kenya and Ethiopave
experienced marked succesigh economic upgrading. However, as the authors note, and as the next
section will further detailthese wereg el at i vel ottt na i hepitclltumdxdorters starting

from a low base in 1990/1993The rapid increases in exports that have driven this upgrading should be
interpreted differently than other countries with a longer history of GVC horticultutieipationi like

South Africa(Bernhardt and Milberg 2011b)In South Africa economic upgrading has also transpired
despite global trade embargos during the early 1990s, albeit less dramatically. Tanzania further offers an
intermediate case of economic upgradingnfortunately, data limitations across the greater African
horticulture sector do not allow farational sectoraevel estimations of social upgradingor do the
economic data available provide sufficient understanding of the meso dynamics takiegagiass
Afri cabds hor Therefard, further enpackingis ragsiired.

Figure 3: Economic upgrading and downgrading in the horticulture sector, 1992009

300 Uganda (7,385% /
529%)
200 Ethiopia (656% /
176%)
# Ecuador
& India ® Kenya
—_ 100 .
§ El Salv&or’ Nicaragua
o~ « Chile ®
= @ south Africa
K & Panama Bangladesh
= #_Hongluras
& 300 -150 o EOSaBIfR china 45 300
‘—?, ﬁ\ailant? Colomh&]a brazil g
2 uatemala Belize (2,148% / -43%)
g 100 i Tanzania Vietnam (550%
t -75%)
8
>
&
& -200
-_=
?
S

-300

%-change export market shares (1990-2009)
Note: The first three years for Ethiopia are 199®5. Illustration based on data from UN Comtrade database.
Percent change in market share and unit valugeaB moving averages.
Source: Bernhardt and Milberg (2011)

CTG case studyresearch identified important trends across the horticulture sector in Africa as
fundamental drivers of economic and social up/downgrading:

1 Concentration of GVC suppliers: larger suppliers in S. Africa, Kenya and Uganda were better positioned
to resist supermarket pressures on prices and quality, and economically upgrade. Concernratratent
among GVCoriented horticulture and floriculture producers in all three countries. Smallholders less able to
access GVCs except as outgrowers.

9 Casualisation: Levels of worker casualization diverged between products/countries (South African fr
greater casualization and use of labor brokers, Kenyan and Ugandan floriculture more permanent labor).
Value chain positionCSO campaigns and labor organization important in social upgrading in flowers.
Benefits are less like to accrue for workerssamallholder farms.

1 Regionalizationi Expanding RVCs spawned, in large part, through the success and proliferation of South
African and Kenyan supermarkets operating across sub Saharan Africa (led by the South African company
Shoprite, which operates in téuntries). These provided openings for organized smallholders.

*The analysis includes flower and cut flowers, which exhititedrer upgrading than FFVs.
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1 Increasing standardsi The role of standards as a way to strategically promote economic and social
upgrading at different levels within global and regional supermarket value chains, esidl upe
workforce, but also pose a challenge for participation by smallholders and less educated workers.

1 Feminized labor i A highly feminized labor force with largely divergent and deterministic paths for
permanent and casual workers depending on howiaddr what conditions their participation integrates
them into horticulture value chains (Barrientos and Visser, 2012; Fern&maldzet al., 2011(Barrientos
and Visser 2012; Fernand&zark, Bamber, and Gereffi 2011; Evers et &rthconing).

Navigating these trends, &TG researchers stress, is creating new opportunities for producers and
workers in the sector t o Figuel2 anchbabléshbe(Bavriantosi 2012 hai n |
Nonetheless, numerous challenges at the global, meso and micro levels thwart possibilities for broader
social upgrading and simple replication. This suggests a need for concertedppubtiesocial

strategies and complementary polinyeirventions to promote and sustain economic and social upgrading

more broadly across the African horticulture se@arrientos 2012Mayer and Posthuma 2012)

Increasing Regional Trade in Horticulture and the Rise of African Supermarkets

Horticulture is the single largest category in global agricultural trade, accounting for more thax 20%
world agricultural exports in 201(IUNCTAD 2012) Growth in horticulture exports has been particularly
apparent in Africaover the last decadé as more smallholder producers become integrated into
horticulture GVCs.For example, horticulture exporfsom Africa increased by more than six fold
US$1.51bn (20D) to US$9.74bn (2011) outpacing global growth averages, and doubling its world
share of horticulture exports from 3% to §&vers et al. 2014; ITC 2012; UNCTAD 2012) many of

the CTG studies conducted on African horticulture (primarily, South Africa FFV; Kenya FFV and
floriculture; Uganda FFV and floriculturedesearcherind growthin export volumes and in export value
for many products included in their studfés.

Much of Africads growth in horticulture exports
supermarketsarticularly large European supermarkets. Sinceénly1990s Europeded supermarket

GVCs have generated significant global demand for high value horticulture products, and have opened
new opportunities for many African farmers to participate. Historically, most African participation in
European supermieet GVCs has been restricted to large/estate farmers, providing far fewer opportunities
for African smallholdersConcentration amongst European supermarket buyers has long put them in a
powerful commercial position when negotiating prices and qualitydatals with suppliers, who have

long complained of adverse European supermarket pressures (Barrientos and Visser 2013).

Developments in recent years, however, created important shifts in the destination markets for African
horticulture products: in manystances away from EU and UK supermarkets, towards supermarkets in
Asia, Middle East and other African countries (mostly within SSAxble 1 offers interesting insigbt

into these shifting end marketSrucial here is that in lgproducts covered, export shares to Africa, Asia

and Middle East have increased, while nearly all export shares of the same products to the EU and UK
fell (the one exception being grapes to the UK whisistered a small increase). CBGidiesindicate

that this trend has escalated since the 2007 economic downturn (Ever@@t4).which fits well with

other studies witnessing increasing Se8duth trade during this tin{é\kytiz 2012)

° This does not mean that all horticulture products in Africa have experienced the same level of growth, or that
decline has not occurred, but rather that most products covered by CTG have. An example of a product experiencing
decline in volume and value is that of fresh flowers in Uganda (Evers et al., 2014).



Table 1. Export destinations fresh vegetables and fruits 20012011

Grapes Apples', pears & Stone fruit Tomato Onion, garic,
quinces leeks

Country] 2001 | 2011 | 2001 | 2011 | 2001 | 2011 | 2001 | 2011 | 2001 | 2011
EB%X' 63.83 | 49.94 | 14.13 | 9.69 | 46.71 | 4094 | 2.39 0 21.34 | 146
UK 20.30 | 20.65 | 32.97 | 20.66 | 37.68 | 32.69 | 9.04 0 4.33 3.33
AEC* | 411 | 1921 | 11.93 | 2055 | 3.59 6.43 0 096 | 0.72 1.35
Africa | 1.15 | 225 | 1245 | 2298 | 213 2.66 883 | 98.76 | 70.28 | 79.02

Méi‘gte 2.73 5.72 2.51 7.41 9.29 | 16.38 0 0.9 0.24 1

Other | 7.88 | 223 | 2601 | 1871 | 06 0.9 027 | 028 3.09 0.7

Source: calculated from IT@€ade database, 2012. Percent value of total exports from South Africa.
* AEC- ASEAN Economic Community Hong Kong, China, Malaysia, Russia, Singapore, Indonesia, Philippines,
Vietnam, Brunei, Japan, Thailand, Rep. of Korea

The expansion of supermarkedsross Africa(albeit from a low baseis also helping toprompt the

growth of regional supermarket value chaitieseare generating new opportunities for value chain
integration and upgradingBarrientos and Visser 2012; Cattaneo 2013; Evers et al.; ZbDuers,

Amoding, and Krishnafiorthcoming)Within developing regions, Africa has farnumber of years been
identified as the 6t hi r fdllowing the pregidus fasugndesecoral wkvestin e x p a
Asia and Latin AmericéDeloitte 2011; Reardon et al. 2003; Weatherspoon and Reardon 2003)

CTG researclexploredthis wave of expansion by showcasing how in South Africa, Kenya and Uganda
the supermarket retailing of FFV has experienced notable ingehgethis has been uneven between
countries™ For example, in South Afrigaupermarket retailing of FFV increased from a total share of
30-40% in 2000, to 50% sold in 2014Barrientos and Visser 2012)In Kenya and Ugandga w e t
ma r k @adisiobal, operair, and often unregulated markessjl maintain a higher share of FFV sales
than in South AfricaCTG interviewsin Ugandarevealedhat regional supermarket ading of FFV had
grown by approximately 25% in years 2011 and Z204Zrend that was expected to contiliggers et al.

2014) Current data limitations unfortunately make extracting the exact share of horticulture trade
specificdly channeled through supermarket driven value chains impossible, the@f@eesearchers

had to rely on interviews to fill the gaps.

South African and Kenyan firms have largely dominated the expansion of regional supermarkets across
SSA Table 7in the appendixoffers details on current size of the key players compared to the global
leader, WalMart.*? Evers et al. (2014) createdypology of how regional supermarket leaders in Africa

are expanithg:

1 Phase 1i Regional supermarkets almost exclusively @mproduce, often from their home country (South
Africa/Kenya).

Phase 2 As local capacity improves, supermarkets increase domestic sourcing.

Phase 3 Occurs when supermarkets begin expanding into multiple countries, while Phase 2 suppliers
often act a regional distribution chains to supply humerous stores.

f
1

M The share of floriculture trade (including flowers and cuttings) in emerging regional African supermarkets is
noted as very low, with demand for Ugandan, Kenyan ahéjiian products largely remaining in European end
markets (Evers et al., 2014).

2|n 2011 WalMart made a 51% acquisition of the South African supermarket Massmart, which had outlets in 14
countries in sub Saharan Africa at that time (with plans to ejpan
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A simple mapping of the simultaneous regional and global flows of horticulture goods for South Africa,
Kenya and Ugandes shown inFigure4. Due to their sizer organizéion (in the case of smallholders)

and their comparative advantages in access to things like technological inputs, finance and marketing
distribution channels, many South African and Kenya producers have been able to access economic and
some social upgrag opportunities via participation in regional supermarket chairuis, producers

from both countrieemergeas Phase 2 and Phase 3 suppliers. Countries like Ugamdlze other hand,

which have higher fragmentation amongst smallholders, higher tramsaxists and less access to key
inputs are largely restricted to Phase 2 supply. However, case study evidence suggests that this is
changing for Uganda, because its share as an East African FFV supplier increased in 2011 and 2012
(Evers et. al.2014). Emerging trends such as these are expanding aandagpgrading opportunities in

the value chain ladder in new ways.

Figure 4: Global and Regional Value Chains: Kenya, Uganda, South Africa

( UK/EU Supermarkets J
A
Kenyan
[ Supermarkets
/ in East Africa
l pm l Kenya Producers

SA supermarkets in /
SA/SSA

T =3 Regional Value Chaing

=3 Global Value Chains

\ South Africa Producers

Source: Evers et al., 2014.

Hortic ulture Standardsi Opportunities and Challenges © Economic and Social Upgrading

Standards have been one of them most significant drivers of evolving horticulture GVC and RVC
dynamics, in many ways creating the rules for participation and upgrading. Mibhghe rise of
European supermarket GVdead supermarketsave increasingly used standatdgjovern their supply

chains based on Western consumer preferences, such as quality, appearance, hygiene, safety, and
traceability (FernandesStark, Bamber, and Gereffi 201'f) Adherence to supermarket horticulture
standards is often a doukdedged sword especially inAfrica (for summary of debatesee Jaffee and
Masakure 2005)On the one handt offers substantial opportunity for producer upgrading into higher
value added activities (examples of product, process, cold chain, and functional upgrading can be found in
Kenyan FFV chaing)and in sme casessocial upgrading for workers through increased social
protections (examples afiore permanent employment contracsionizationand collective bargaining

can be found in Ugandan floral cuttings chains). On the other, itdimdits participationto only those
producerswith the necessary investments needed for compliance.

13 SeeTable 8in the appendix for a summary of common horticulture standards.
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Standards have largely excluded smallholder GVC participagioen they arecomplex and costly,
particularly where smallholders are unorgani¢gBdmber and Fernand&tark 2013; Evers et al. 2014;
Fernandestark, Bamber, and Gereffi 201 However, CTG research indicated that smallholders were
accessing regional supermarket chains, either directly whe@niaed through Primary Marketing
Organizations (PMOs) and often indirectly through larger preferred suppliers.

In South Africa, donor/government support for relatively large commercial export fruit farms has been
limited.** Instances where donor/governménterventions have provided assistance to FFV smallholders
abound in KenyaHowever, they are oftefragmented rather than fareaching, assisting only small
fractions of smallholder@Bamber, Abdulsamad, and Gerefforthcoming; Barrientos and Visser 2012;
Fernandestark, Bamber, and Gereffi 2011; Evers et al. 2014) Uganda similar support programs
have been less commaterefore few Ugandan FFV smallholders have been able to access horticulture
GVCs and at most supply ethnic markets in Eurtipeers et al. 2014)

As CTGresearch dirms, value chain structure and particular governance mechanisms used to implement
standards in the chain have important implications for economic and social updiadng et al. 2014
Gereffi, Humphrey, and Sturgeon 20@& theoretical discussignThree Dutch floral cuttings firms
operating in Uganda offer good exangpté this finding. Through vertical integration these firms have
embedded product, process, social and environmental standards directly into their prothockids.

This has helped to disseminate the adherence of complex standards at a faster rate than other foreign
owned and Ugandamwned firms competing in the European flatver GVCs. As a result, quality and
variety of cutflowers (economic upgrading)ncreased and employment contracts and worker benefits
(social upgrading) improved. However, in this case, vertical integration allowed for easier access to the
financing needed for standard implementatia@n option that has been less accessible ta ptioglucers,
andthat can be considered a form of economic and social downgr&tiags(et al. 2014

High costs associated with stringent European horticulture standards are currently being cited as a
growing contributor to the expansion of So&buthhorticulture trade, and African horticulture RVCs
(Bamber and Fernandé&tark 2013; Evers et al. 2018y comparisonstandards in these emerging value
chains are less stringent, normally cover far fewer eleffearsd thusare generally less expensive and

time consuming to adhere (Barrientos and Visser 2012) For exampl e, Mor occobo
increasingly shifting from traditional Europeamarkets to the Russian Federation where standards are
lower and less costly to monitgBamber and Fernandé&tark 2013) Additionally, CTG interviews

reveal that South African producers selling to SSA, Asian and Middle Eastern supermarkets who pay
lower prices than European supermarketsoften able to secure equivalent margimising into account

the reduced costs of inputs, audits and monitoaffigrded under less stringent standaarrientos and

Visser 2012)In this way lower costs and less strict standacdsrelate on the one hando downgrading
amongst African firms already participating in European GVCs (although downgrading in this way is not
always bad; see example 8ection 2. On thke other handit offers easier access for participation to
smallholdemproducers

1 In response to a ruling by the Competition Commission following acquisition byM&lel Massmart initiated a

SA Rand 1 billion programme of smallholder support.

15 Woolworths is noted as the only known exception of African supermarkets to require social standards (Barrientos
and Visser, 2012).
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What becomes clear through this process is that stanéard8VC dynamics are improving the
bargaining position of produceasd organized smallholdersho are more abl® choose to who and

under what coditions they sell their goods. CT@searctreveas that European supermarkets are aware

of this, andmany areworking assiduouslyo improve supplier relations across their value chéin
example, through regular visiand supplier conferences or having offices in couiiivers et al. 2014)

As African horticulture RVCs continue to expand and grow in complexity, and as African consumers
begin to demand higher quality horticulture productsrdirae (via the retail revolution), a series of
questions for future research can be distillédll standardsapplied by regional supermarkedsso
increase in stringency and cost over tié so, by how much What will the implications be for
smallholde producers?

Labor Challenges

CTG offers compelling evidence that vast differences in outcomes exist for different workergam Afr
horticulture value chains.HE mostsignificantfindings related to access to social upgrading correspond
to gender, emplament status (permanent/casuahd skill level (skilled/lowskilled). Underlying each of
these factors is the strength of national labor Jaavel institutional effectiveness in enforcing and
upholding them. Overall, social upgrading outcomes for worliersmixed, with both social upgrading
and downgrading occurring across different chainsaffirming that social upgrading is only taking place
under particular condition$n many instances where social upgradsgccurring, workers seldom earn
living wages whenncluding inflation (Barrientos and Visser 2012; Evers et al. 2014; Evers, Amoding,
and Krishnarforthcoming)'®

Across Africa the horticulture labor force is largely feminizasljs true irthe Global South(Bamber and
Fernandestark 2013) For example, women make up as much as 73% of Ugandan florigiiters et

al. 2014) and in Senegal women make up as much as 90% of the French bean and 60% of the cherry
tomato sector¢gMaertens and Swinnen 2009 TG findings highlight the wiel range of roles women
occupy across horticulture value chaingrom unpaid family labor, to wage labor, to highly skilled
packhouse workers, to entrepreneurs and sometimes as managers/supghigstian, Evers, and
Barrientos 2013; Evers et al. 2014hey are often preferrear are sekselected for ales that require

more dexterity and attention to detailich as pruning and gradifBamber and Fernand&tark 2013)

On average, women face more barrierssocial upgrading than men due to stereotypes of patriarchy,

lower comparative wages than men, higher propensity for casual work, sexual harassment, and less access

to training and educatio(Bamber and Fernand&tark 2013; Barrientos and Visser 2018) some

cases, however, stereotypes have wibikefavor of womenleading to greater employment opportunities

and positions of higher pay. For example, women fruit workers in South Africa were favored for pack
house and clerical positions that offer better remuneration than field wqBamnsentos and Visser

2012) In Ugandan floral cuttings, many women have experienced significant social upgrading through

firm implementation of better female health, sanitary anddchie standards, the establishment of
womenobés committees, and a gr owfitnrhge pseurpceerptoiran ya nod
skills (Evers, Amoding, and Krishndonrthcoming)

® The combination of casualization, low minimum wage and rising food costs led to an uprising in 2012/13
involving thousands of arkerson South African fruitfarmsin the Western Capethe strikers and protesters
blocked the main N1 and N2 motorways into Cape Town and burned farm equipment). Their main demand was a
doubling of the government minimum wage, which was partially acttedgising from R75 to R105).
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In both Kenyan and Ugandan flowers, there has been a reduction in sexual harassment of workers. The
factors contributing to this were: (a) civil society campaigns leadingadpointment of gender
committees, greater awareness on flower farms, and unionization of workers; and (b) increased use of
permanent contracts, reducing the ability of supervisors to demand sexual favors, which often occurred in
hiring casual workers.

Employment status in African horticulture value chains can be very influential in terms of the type of jobs
workers conduct and subsequently their access to employment protections and benefits (the same can be
seen in the apparel and tourism sectooveredin subsequensections of the paper). By comparison,
permanent employees generallye paid more, have greater job securignd havebetter access to

training and social protections than casual/temporary workers.

Barrientos (2013) found growing caszalh t i on ( or by Boath Afrecan drdit fiaemers thrpugh

the use of thireparty labor contractors as a way to drive down labor costs, while absolving farm owners
of the legal liability to meet national labor standards. Her work uncovers sighificstances of social
downgrading, whereby unscrupulous contractors exploit warkarssome cases with a complete
disregard for their financial/social/physical wellbeing. On the contrary, evidence from Ugandan floral
cuttings provides an example of perraahemployment increasing by 75% between 2042011 with
significant gains also made in collective bargaining, freedom of association and ethical employment
conditions (Evers, Amoding, and Krishndoerthcoming) However, comparisons between countries such

as South Africa and Uganda must be interpreted with the important understanding that hortandture,
specifically national labor law, in Uganda is starting from a much lower base than in Soutt ‘Africa.

Lastly, workforce skill deficits were found to be common in @IIG horticulture value chain studies
(Barrientos 2012; Barrientos and Visser 2012; Evers et al. 2014; FerratadlezBamber, and Gereffi
2011) Skills trainings programs to address these gaps, where they exidtearw in rigor and under
coordinated at the local, nationalnd regional scale As most African horticulture workers are low
skilled when entering the sector, without access to training programs to improve theietskith glass
ceiling restrictssocial upgrading mobilityor these workers. In this environment, skilled horticulture jobs
have a tendency to go unfilled amidst high unemployment in the local econ@arégntos and Visser
2012)

In line with other African horticulture researd@] G researchers note the growing challenge of an ageing
horticulture population combined with a youth populatigenerally uninterested in engaging in
agricultural workandin search for better opportunities in African capital ci{iBamber, Abdulsamad,

and Gereffi forthcoming; Evers et al024) These dynamics carry with them important policy
implications for the upgradability and sustainability of the horticulture sector, and policy makers must
find ways to both improve the quality of and access to agricultural training programs, pdyticula
amongst A f rBrooks @tsal. 30d3)Mary of these labor challenges are not exclusive to
horticulture since the apparel and tourism cases also reflect this.

In sum, the horticulture picture is mixed. In flowers there has been clear economic and social upgrading
of larger producers and wage workers beginning from a low base, but few smallholdershecsestor.

In fruit (mainly South African) larger producers have economically upgraded, but less competitive
producers are failing to survive. Regular workers have benefitted from social upgrading, but associated
with this is an increased casualizatiord arse of labor brokers, which indicates social downgrading. In
vegetables (mainly Kenya and Uganda), larger producers have been able to upgrade, with some social

Y Thus here the comparison is made to capture current trends rather than suggest accurate
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upgrading for wage workers (not as great as flowers), but smallholders have struggleds@atces
However, the rise of RVCs led most importantly by the spread of lead African retailers provides new
openings in all countries for upgrading of some producers and smallholders previously unable to access
GVCs, or strategic downgrading for those uUeabo compete in GVCs. The implications for the
upgrading of workers in RVCs are less clear, and they depend on employment status and employer type.

A very significant finding from CTG research is that few benefits thus far for workers employed by
smallhoblers have been clearly identified.

IV.  Apparel

In general, the story of the apparel sector in Africa is one of social and economic downgrading, which is
not to say that there are no instances of upgrading. Atatienal sectordevel (SeeFigureb), evidence
suggests that Kenya, Lesotho, Mauritius, and South Africa all experienced social and economic
downgrading overal{Bernhardt 2013)The only evidence of upgrading was economic upgrading in the
form of increased unit values in Mauritius, South Africa, and Lesotho, although each of these countries
lost market share (downgrading) at the same time. Social downgrading occurred in terms of both
employment change and change in wages in all of the African countries in the giBsysisardt 2013)

Figure 5: Overall upgrading and downgrading in the apparel sector, 2002009
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This ction synthesizes the case study findings ffORG in Kenya, Lesotho, Madagascar, Mauritius,
Morocco, and South Afric The cases offer more nuanced insights into why downgrading has occurred
than thenational sectordevel analysis can provide. More esgifically, CTG researchers found three
dominant factors in African clothing GVCs that drove upgrading and downgrading trajectories:

18 Egypt was also included in CTG, but no working papers have been finalized based on that research at the time of
writing.
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1 Overdependence on trade preference regimes
1 Dynamics of ownership and end markets
1 The role of retailers in driving and expding RVCs

Table2 provides a snapshot of the case study findings fromS&dtaran African (SSA) countries.

The CTG countries (except for Morocco) face high cost and speed disadvantages because of the distance
from major end maets in the US and ElAnd inefficient transportation and logistics infrastructures
(Pickles 2013) For example, the cost to export af@0t container is US $2,055 in Kenya, $1,680 in
Lesotho, and $1,531 in Soukirica, while it is only $737 for Mauritius, $577 for Morocco, and $500 for
China (Pickles 2013; World Bank 2012} ikewise, export timgo-market from Kenya, Lesotho and

South Africa are twdo-three times those of Morocco, which takes 11 daysese logistical and
geographical constraints, in the absence of large domestic markets (except for South Africa), are a clear
impediment to broader industrialization in the apparel industry and to upgrading irtasfish GVCs,

which place a higherrjprity on speed and quality. To some extent, these factors are changeable through
upgrades to infrastructure and communications systems, and the South African market represents an
opportunity because it has an emerging fast fashion segment. Howevergatistaarket places these
countries at a competitive disadvantage for the US and EU end nihitets!l be hard to overcome.

Trade policy as a barrier or opportunity for upgrading

The landscape of trade preference regimes in Africa has chdragtaly since 2000. African countries

(as smalscale producing countries) benefited from the quota advantage under theFibhalti
Arrangement (MFA), a global system of quotas that curtailed the dominance o&datgeproducing
countries, such as Chinghe MFA was phased out in 2008althoughsafeguardsvere placed on Chinese
apparel imports and theyere not fully removed until 2009. In the absence of quotas, bilateral and
multilateral trade agreements and preference systems became more important fdnidgtewpparel
sourcing patternfAbernathy, Volpe, and We2006; Pickles 2013; Pickles 2006)

Trade liberalization between African countries and major destination markets, as well as with other
African countries, has been expanding since 2000. Many African countries have hf@elatycess to
European masmts since the 1970s through the Lomé Convention (1975), the Cotonou Agreement (2000),
Everything But Arms (2001), and Economic Partnership Agreements (EPAs) (2008). Likewise, quota and
duty-free access to the United States market has been in effect irsB@stountries since the African
Growth and Opportunity Act (AGOA) was signed in 2000. Free trade agreements are increasingly
common within Africa as well. In 2000, Southern African Customs Union (SACtluntries
(Botswana, Lesotho, Namibia, South Africayd Swazilandand theSouthern African Development
Community (SADC)signed arradeProtocol that created a FTA

The combination of quota phaeat, regional trade agreements, and trade preference systems has
influenced the structure and upgrading twepeies of African apparel sectors in significant wayeuth

Africa did not benefit as much from AGOA, in part, because it did noifguat the relaxation of rules

of-origin requirements that less developed countries were gralmeaddition, South Afi cadés once
vibrant textile sector has almost entirely disappeared as a result of AGOA and other forms of trade
liberalization (except for knitting). In general, the lack of a textile sector in SSA will remain a major
barrier to upgrading and RVC integatiin the future (se€able2).?

19 Note: SACU has been in existence for about 100 years.

20 Although several SSA countries produce high quality cotton, this is exported raw and-timgonted as fabric
from countries like China. Mauritius is an exception, because it is fully integrated, lasgt libva capacity beyond
serving the local apparel manufacturing sector.
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AGOA enabled theapparel industry in several countries (except for South Afteagrow when MFA

was still in place and stay afloat when MFA was phasedbeatuse the sector was dominateddrgign

direct investment from China and Taiwan seeking gfreta access to the US mark8taritz and Morris

2013a; Staritz and Morris 2013)e s ot hodés appar el exports 200®tot he US
$456 million in 2004, and Kenyads fr qStaitband mi | | i
Frederick 2014)Chinese and@aiwanese investors generally produced on a large scale, confined activities

to assembly, and imported inputs from China and elsewhere in Asia, so integration into the local economy
was limited, although a handful of these firms have become more londllydeled over timéStaritz and

Morris 2013a) These operations generally had few connections with domestically owned firms or other
foreign investors producing for the EU or South African markets, which utiliZééeretit production

processes and scales of operation (see the next selftd@GOA ends in 2015, these industries are likely

to collapse, because doubts about the extension are already causing problems.

The foreign direct investment for MFA ad5OA hasresulted in few backward and forward linkages
(Morris, Staritz, and Barnes 2011, Staritz and Frederick 2@&4)he quota advantage disappeared, there

were widespread declines in terms of exports, employment, and firms. Frent®2@Q008, US apparel

imports from SSA shrunk overall, from US $1,757 million in 2004 to $790 million in 2010, although they
rebounded thereafter to $904 million in 2qB2aritz and Frederick 2014)his pattern suggests that SSA
countries are overly dependent on trade preference regimes for competitiveness, and uncertainty pervades
the sector because the reauthorization of AGOA 626 undetermined. The main factor that has helped

the apparel sector in these countries survive theNB#t decline is growth in production for the regional

South African market, which is analyzgdtherbelow.

Ownership and End Markets

One consequercof the ways in which liberalization unfolded in Africa was that it manifested in an
industry structure in which apparel GVCs had divergent production processes and value chain upgrading
trajectories depending on firm ownership and end markets. Bropeakiag, Chinese and Taiwanese
investors tended to produce for the US market, made basic products in bulk volumes, were -asggmbly
operations, made limited investments in workforce training, and had relatively few instances of economic
or social upgradig (Pickles 2013; Staritz and Morris 2013a; Morris, Staritz, and Barnes .2B8%1)
comparison, firms producing for the EU arebpecially South African markets were more likely to be
owned by European expatriates, South African firms, Maarfirms, or domestically owngtaritz and

Morris 2013b; Staritz and Morris 2013dJhey produced smaller batches, more complex and fashion
sensitive garments, and invested more in upgrading workfkilt® $hese firms were also more likely to

be locally embedded, vertically integrated, or engaged in subcontracting relationships with each other
(Staritz and Morris 2013bAlthough there were exceptions, these general patterns cut across countries. It
suggests that trade fieeence systems are influential beyond ttaional sectordevel of generating
employment and exports, because they shape the incefdivéisvestors to integrate into the local
economy and, therefore, they influence opportunities for upgrading isypartivays.

Mixed upgrading outcomes were observed in Morocco and Mauritius, which generally were in a more
competitive position compared to the other countriesCiInG. Morocco, especiallypbenefits from
comparative advantages in logistical costs wugroximity to the EU markeand port access. Morocco

has strong exporting relationships with Spain and France due to proximity, an Association Agreement
with the EU, and historical tiefRossi 2013) In response to MFA phasmit, the Moroccan apparel
industry successfully upgraded economically into fast fashion market segments, which has led to higher
unit values(Rossi 2013) However, economic upgrading has not translated into social upgrading for all
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workers in Morocco. It has led to a growing segmeoraof the labor market through which regular and
irregular workers have different access to rights and social prote¢forg).

Retail Revolution: De-localization of South African firms and growing regionalization

Another consequence of tradedihlization is the restructuring of production networks for the South
African apparel marketoordinated by South African retailesshich previously had been served by a
large domestic sector within South Africa. Starting in the early 2000s, the dorappticel sector in

South Africa began to face numerous challenges, including increased consolidation of retailers, import
competition from China and other lesost countries, and rising wages due to successful union
campaigning (Godfrey 2013) With the liberalized trade policies some South African apparel
manufacturingirms began taelocate to Lesotho and Swaziland, and South African retailers increased
sourcing from Mauritius, Madagascar, and other countimetufling Chinapd a pattern of ddocalization

within the value chaindGodfrey 2013) Many of the remaininglomestic apparel manufacturers, which

had not sufficiently modernizediownsized, closedpr embarked upon an informalization stratégy
changing their legal classification to a-operative to qualify for lower wages, without workers knowing

that this transformation had occurr@@odfrey 2013) Non-compliance with labor regulations increased,
while informal homeworking operations expande8ome apparel firmalso transformed into design
houses that then acted as intermediaries between smaller assembly firms, many of which were informal
home working operationslherefore, thispattern ofSouth African retailedriven de-localization and
regional integration in southern Africa has led to an ovestlbnchment andecline in the South African
apparel sector and to informalization (social downgrading), although there has been social upgrading in
the remaining formasectoras a result of awell-organizedunion and strong collective bargaining
structuredGodfrey 2013)The informal sector in South Africa now employs roughly the same number of
workers (55,000) as the formal sectbr.

Regbnalization in southern Africa has, to some degree, offset the losses from quotaitthat eroded

the AGOA advantage in Lesotho and Madaga¢staritz and Morris 2013a; Staritz and Morris 2013b)

For example, Mauritian firms operating production facilities increased exports to South Africa, which
also helped them cope with the seasonality of producing summer clothing for US and EU markets,
because South Africa has opposite seagBtaitz and Morris 2013b)n addition, tle regionalization of
apparel GVCs in southern Africa appears to be offering a production model that is more locally embedded
and promising from an upgrading perspective. However, labor standards and enforcement remain major
challenges in the countries siypg South African markes wages are much lower and working
conditions are worse than in South Afrig@odfrey 2013; Staritz and Morris 2013b; Staritz and Morris
2013a; Pickles 2013)or example, wages in Madagascar are extremely low and waqrikeis long
hourson intense shift§Staritz and Morris 2013b)50 while increaseBVC integration has thpotential

to generate economic upgrading, sociawngrading is occurringnd will continuewithout significant

policy and governance reforms.

%L Estimate obtained via email correspondence with Shane Godfrey, 13 January 2014.
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Table 2. Summary of garment sector characteristics in SSA case studyumtries

Kenya
Employment estimate Informal, unknown; 20,000
in EPZs
Key destination markets us
Domestic market Very small

Ownership patterns Chinese, Indian,

Bangladeshi, Sri Lankan,
Kenyan

Fabric sourcing China, India, Uganda

Product segment Mainly basics

Major buyers The GAP, Walmart, Levis,

Tesco
Trade preferences an AGOA (US), , EAC (EVU),
agreements COMESA

Vertical integration Low, except for one firm:

Economic upgrading Only one firn® : conversion
to lean manufacturing.
Limited upgrading in other
firms

Social upgrading Poor conditons, low
compliance, weak
enforcement. Conditions in
informal firms not known.

Other notes Structural adjustment and
2"hand clothing imports
destoyed the domestic
market; more recent threa

from Chinese imports

Edcon, Foschini, Truworths

Lesotho
35,000 (2010)

Mauritius
39,500 (2010)

South Africa
110,000 (formal and
informal, rough est.)

Domestic (SA)

Yes, a relatively large one
Domestic ownership due tc
ISI policies, but shrinking

UK, EU, US, Som&A
Very small
Domestic ownership, a
mature industry

Us, SA
No
Taiwanese for the US

market, South African for

the SA market
China, only one textile mill

in Lesotho
Mainly basics

China Mauritius, India, China,
Pakistan

High-end and basics Midrange to highend

M&S, Next, Zara, Diesel,
Armani, H&M, Edgars,
Woolworths, many others
AGOA , Cotonou (EU),
SADC, COMESA

UusS: The GAP,
Place, Walmart, Levis,
others. SA: Woolworths

AGOA (US), , EAC, SADC
, SACU (SA)

PEP, Ackermans, Mr. Price
Pick n Pay
AGOA (US) but adverse
RoO, SAEU FTA, SACU,
SADC
Low; declining Yes, vertically integrated
with local spinning,
weaving/knitting and dyeinc
High road firms upgrading| Yes: firms surviving rising
to fast fashion, low road labar costs and labor
firms downgrading shortage have process,
product, and functional
upgrading
Mixed: rising wages and
improved working
conditions, but de
localizationand use of
migrant labor with lower
standards
Changing gender ratios
(more men) accompany
increased use of migrant
labor

Little vertical integration,
mainly CMT

Some economic upgrading
in South African firms, less
among Taiwanese firms

Mixed: strong union
SACTWU increased formal
sector wages, but this led t

informalization
(downgrading)

Low wages, limited firm
level unions, no social
protections

Limited backwad and
forward linkages; high AIDS
prevalence

Threat from Chinese
imports, regional suppliers;
firms downgrading; strong

domestic retail sector

Madagascar
55,000 (2012)

EU, US, SA

Resident EU expats
(French), Mauritian,
Domestic, Asian
China, Europe, Mauritius

Depends on end market:
Complex (EU, SA), basics
(US)
N/A

SADC, Cotonou (EU),
Everything But Arms (EU)

Low; declining

Economic upgrading in
firms producing for the EU
market, less for US market

Declining employment, low
wages, some training in
firms producing for EU

market

Lost AGOA in 2009 due to
political instability. Access
to finance is a problem

Sources: Godfrey, Shane, Summary of Key Issues (Mauritius, Kenya, South Africa, Lesotho), and Staritz and Mortisc&048\bededness and economic and social upgrading in

Madagascar bs

e X p, Manthestep |pka Captilng the Gains 8Vorking Paper 21.

19



Overall Apparel Findings

Overall, theCTG study emphasizes that trade preference regimes have powerful effebtsgeography

of apparel production in Africa, not only in terms of luring particular kinds of investors and creating (and
later extracting) jobs, but also in more indirect ways by creating incentives for particular product types,
production processeand inteffirm networks. In general, GVCs owned by EU, Mauritian, and South
African firms and those producing for EU 8outh Africanmarkets had a tendency to be more locally
embedded. These GVCs ha@mepotential to be more sustainable in the longthan those owned by
Asian investors that are producing for the US marketvever, the possible loss of AGOA and growing
competition from China remain serious threats to the sector avéhal role of buyers, retailers, and
large firsttier suppliers isalso important in explaining the conditions that were favorable for product,
process, and functional upgrading.

Regionalization in Southern Africa has been an important diversification strategy for Algghdent
countries,but it contributed to a signifiant decline in domestic manufacturing in South Africa. In the
AGOA-dependent countries, it has presented the potential for developing a more locally embedded
apparel production system in countries such as Lesotho, Swaziland, and Madagascar than had been t
case when AGOA exports dominated production. However, social downgrading has been an overarching
theme and there is little evidence that workers are capturing the gains from economic upgrading in the
cases where it has occuréedxcept perhaps for those the formal sectors in South Africa, Mauritius,

and Morocco. Increased use of informal and migrant labor in those countries means that the overall
outcome is mixed. Even in the best instances of economic upgradengerms of employment for
informal wakers are highly precarioussually leading tesocial downgradingMoreover, the lack of a

textile sector in SSAs a major barrier to upgrading in the future as the RVCs expand.

V. Tourism

Over the last three decades the use of global tourism as an ecaleweiocpment model has generated
considerable debat&adt, Bank, and Unesco 1979; Britton 1981; Honey 2008; Sinclair and Economics
1997) especially in AfricaWorld Bank 2010)However, few studies have been conducteddhdnr i ca 6 s
expanding tourisnGVCs. CTG researchers offer new insights into the commercial and social dynamics
of tourism in Africa by analyzing how the sector
political and social history to shape patrticipation and economic re@htstian 2012)Findings from

studies conducted in Kenya, Uganda and tisoldfrica offer diverse resultsMore similar to the
horticulture sector rather than apparel, evidence of both economic and social up/downgrading exists
simultaneously in African tourism, with upgradionly occurring under certain conditions. Furthermore,
case studies reveal that the majority of gains are generally captured only by a select few, with limited
horizontal distribution.

Bernhardt and Milberg (2011) note that none of the African counggéplay a leading role in global
exports of tourism services, and to ddtes tourism sectoreemain relatively small in size. Figure 6
shows thatduring 19962007, only Uganda has experienced both a growth in market share and export
earnings (+ 185%nd+117% respectively, albeit this is beginning from a low base, while Kehgsa
longer history in the tourism sectandhas seen its share of both decline significan82% and-34%).

South Africa has the longeshistory of tourism (albeit the aptneid period until 1994 limited its
involvement in the sector) and it represenisae intermediate case, but stdurism isdecliningthere(-
11%in market share andl9% in export earnings Due to data limitations in wage earnings, Berhardt
and Milberg were not able to plot social up/downgrading moveniesitsilar to horticulture.
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Figure 6: Economic upgrading and downgrading in the tourism sectqrl996-2007
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More receniCTG case stud researchrevealednuancedutcomeghat reflect a morgositivetrend than
the analysis byBerhardt andMilberg. As shownin Table 3,both the number of tourists and total
earnings from tourism increasedring 20062010in all three countriesand only in South Africa have
earnings per tourist digced. Uganda is still the biggest gainer, reflecting itsem@cent entrance, but
also it hasgrowing competitive appeal amongst international toyristéh a 75.8% growthn tourist

numbers(Christian and Nathan 201X eny a 6 s

mi

nor

ncrease

i n

the nun

large increases in total earnings and earnings per tourist reflect processes of economic upgrading
(Christian 2012)South Africa demonstrates a mixed case of upgrading with large increases in the number
of tourists combined with overall increased earnings, but falling earnings per t@hisstian and

Nathan 2013)

Further supplementing these dalaple4 assesses the changes in employment and earnings from 2006
2010, and value added (GDP per worker) in 2814.all three countrieghe data reflect positive growth

in earnings and employment. Increased worker wages would suggest social up{Céuisigan and
Nathan 2013)However, as data on earnings per worker at the sectoral level are insufficient to determine
this, it is necessary to examine the caseystimdings in more depth to interpret these outcomes.

2 These data are drawn from an authoritative data set from the World Travel & Tourism Council (WheC). T

dat a, however

relate not just

t o

touri sm,

but

al so to

contribution to employment includes employment by hotels, travel agents, airlines and other passenger

transportation services. It als
t our(WTSC€ 2091)
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Table 3: International tourism T number of tourists and earnings

Country 2006 2010 % Increases: 2010 over 2006
No. Total Earnings No. Total Earnings Earnings
. . per . . per No. .
Tourists | Earnings . Tourists | Earning . . Earnings per
m) ($m) Tourist (m) ($m) Tourist | Tourists Tourist
($m) ($m)
Kenya 1.601 $1,181 $738 1.609 $1,620 $1,006 0.5% 37.2% 36.3%
i?r:gz 8.5 $9,211 $1,084 11.3 10,308 $912 32.9% 11.9% -15.9%
Uganda | 0.539 $347 $643 0.946 $762 $805 75.8% | 1196% 25.2%
Source: UNWTO [http://www2.unwto.org/], Basic data and indicators
Table 4: Direct Contribution of Travel and Tourism to employment
% Increases: 2010 over
Country 2010 2006 2011
. Increase
Foreign in
Total Earning . . Total Total GDP Per
Increase in Foreign L
Employment per Emplovment | Earninas Employment | Contribution Worker
o Wn nn Worker ploy per 9 oWYnnn ($bn) Total GDP
@) Worker
Kenya 300 $5,400 11.1% 23.45% 778.4 $4.5 $5,784.1
i?r?(;[g 600 $19,823 15.4% 12% 1,188.2 $34.7 $29,208.8
Uganda 200 $3,819 33.3% 64.7% 522.7 $1.7 $3,256.7

Source: UNWTO [http://www2.unwto.org/], Basic data and indicators.

In synthesizing African findings related to economic and social upgrading within the tourism testor
section is organizebly the following keydriversof upgrading outcomes

1 Lead firms i The relative power of a firm depends on its position within the chain and whether or not it
has direct marketing access. Further, access to upgrading is segmented largely by firm position with
disparities in upgradingegsp ar at i ng | arger dominant firms (usually
domi nant firms (usually O6community/ ethnicd).

91 Labor Force Stratificationi Divisions between permanent, contract, and casual employment status lead to
very different outcomes for wkers, which are also shaped by racial and gender inequalities and have led
to exclusionary practices. Insufficient coordination between various actors (institutions, donors,
communitiesetc.) complicates possibilities for chain wide social upgrading.

Lead Firms: Market Power and ChainDominance

The tourism sector in Africes heavly dominated by eliteglobal tour operatorsTOs), such as Thomas
Cook or Abercrombie and Tren{Christian and Nathan 2013; Christian, Gamberoni, and Reis 2013;
Christian 2012) These global TOwield the greatespower within African tourism GVCbecaus they

have themost control over the distribution channel of services offered to touristsCTA&sresearch
confirms, most tourists visiting Africa originate from outside the continent, unlike in Asia where national
and regional tourisnplay a larger rolgChristian and Nathan 2013Jhis creates aynamicwhereby
outbound tourists from abroad (usually Westerners) seek inbound services provided within African
destnation countries from global TOs. Beyondntrolling market access to foreign tourjgtee global

elite TOsconsolidateheir poweroverthe chain bybundlinga large share of th@bound services (e.g.
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travel, accommodation, entertainment), which tleéher provide themselves through direct ownership
(although this is still somewhat rare in Africa), doy contracting with national and
independent/smallholder TOs (the dominant model in Africa). The degvegch African countries rely

on these globatlite TOs and the amount of concentration amongst national and smallholder service
providers thus influences the possibilities for economic and social upgrading.

Box 2: Comparative global TO reliance and domestic concentration of fiican countries

CTG researcherdiscoveredhat reliance on globakgionalelite firms and concentration of national eli
TOs is greatest in Ugandads Mur chi svenynsmaladmbes of
primary elite national TOs camict with the global elite TOsThrough vertical integration of service
hotels and TOSontrol the majority of sought services by international tourists (Christian and Mw
2012) . Resear ch i n béehowisn)and Waasal Mar@atue/¢thmia teusismareas
showed a larger number of national and smallholder TOs and less vertical integration than in Wg
which can be attributed to its relative maturity and overall comparative markeit sizevell as lowetr
levels of national and srflolder concentration (more competition). Researchers dnotewever,
significant reliance on global elite TOs is still present in Kenya, especially for large Mombasa hc
(Christian et al., 2013; Christian, 2013). In South Afric&G researchin Cagpe Town and the Eastern Ca
uncoveredhe least amount of reliance on global elite TOs, combined with the most aggregate nui
nati onal TOs and small hol der TOs compared t
longer history and markematurity as a tourism provider in Africa, in addition to its more pronour
domestic tourist base thasfound in either Kenya ddganda(Christian and Natha2013)?3

Global ovetreliance on TOs heavily influencéise upgrading opportunitiesf national and local/ethnic

TO providers(Christian and Nathan 2013; Mayer and Milberg 20E8y exampleexpatriate ownership

of large tourismoperationssuch as hotels, safaris and otharallerTOs controlthe subset of TOs that
actually receive booking&Christian and Nathan 2013; Christian, Gamberoni, and Reis 2013; Christian
2012 Christian and Mwaura 2012)n this way, market access is preferential, which makes the GVC
susceptible to exclusionary practic@dayer and Milberg 2013)The perception thaforeign-owned
providers are better suited to meke preferences and standards of foreign toudistsnguishes them
from the larger pool of national and local TOs, whave a difficult ime establishing trust and are often
forced to compete on price alo¢@&hristian and Nathan 2013)

Many international tourists, themselves, give preferencéotzaTOs over Africarowned firms because
commonly held Western media perceptions of political and market uncertainty within Africa serve to
exacerbate segmentation pfoviders along nationality and class lingShristian and Nathan 2013;
Euromonitor International 20107 his also hinders overall growth within the tourism sector.

The two most common forms of economic upgrading in the African tourism sector are product upgrading
at the accommodation segment of the chain (which includes the addition of rooms, gyms and other
amenities and/or upgrading the level of luxyua)d functionbupgrading at th@ationalTO segment of

the chain (diversifying or bundling the types of servicésurs, excursions, tribal visiisor moving from

one type of service function into anotheuch as TOs moving into the safari business). As the above
power and chain positioning dynamics suggest, economic upgrading is most apparent amongst the large
dominant TOs and dominant domestic service providers.

Specifically, CTG researchers fourtd h a t 6massod6 tourism sisandbrandled k e Ke
hoteliers in Mombasa are more likely to experience product upgrading than smaller scale providers like
the many local/ethnic operators in Maaddara (Christian 2012) However, midrange hotels in

2 At least within SSA, Buth Africa exhibits the largest amount of domestic tourism; however, aggregate ratios
remain below other developing countries like India and China (Christian and Nathan, 2013).
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Mombasa are also downgrading due to intense price competifidditionally, dominant national TOs

are found to experience more functional upgrading than other TOs with less favorable chain positioning
(Christian 2012) This is not tosuggestthat there are no examples of upgrading outside the large
dominant firms A common model anmg tour guides is to work for TO companies and then open up their
own businesses, functionally upgrading into niche seryiCésistian and Nathan 2013n fact, CTG
researchers strem$that theevolving maturationof the tourism sector ithe case study countries

directly related to upgrading of both large and small fi(@isristian and Nathan 2013lowever, market
saturation and hyparompetition on price amongst smaller providevas found to be adriver of
economic and social downgradir{@hristian 2012)

Two critical and often related determinants to economic upgrdubing been identified in CTG case

studies of tourism. The firdtes in the ability to secure concessions (permits) for tourism operation
(Christian, Gamberoni, and Reis 2013; Christian and Nathan 2013; Christian 301 much of
Africaos tourism is ma r, which tends tb benaecatet sproiedted land a s t A
(national parks/preserves), concessions from governmidiife ministries are usually required. The

second determinant is firm access to financiRgoviding tourism services usually requires large capital
investments, and the ability to secure investinglays a large part in the ability to upgrade (e.g., new
amenities or new services).

Importantly, financing is often a precondition for obtaining government concessions. This further
supports the case that larger firms (usually with more capitaBldeeto economically upgrade more than

small firms (usually with less capitalChristian and Mwaura 2012An important findirg in the African

tourism sector has been the emergence of national/regional brands that are becoming suppliers of choice
within Africa. For example, South African and Kenyan brands$igathernSun, Protea, and Serena are
expanding regionally into oth&SA countriesand with their considerable influence and market access,

are shaping the development of African urban and state parks within and beyond their national borders
(Christian and Nathan 2013)

Position in Labor Force: Stratification and Social Upgrading

Labor stratification into permanent, contract and casual working groups is apparent across the African
tourism sector. Similar to the horticulture anpparel sectors, worker classification strongly affects
access to social upgrading, and where evidence of upgrading exists, it is almost exclusively reserved for
permanent workers. CTG researchers uncovered large heterogeneity in labor structures apptied ac
firmsi even amongst firms of similar relative size and positioning (large/small; dominawidngnant).

For example, in both Uganda and Kenya, some dominant hotels may employ all, half or substantially less
than half of their workforce in the peament category, while others even employed no permanent
workers(Christian and Mwaura 2012; Christian 2012his makes classification of an overall trend for
social upgrading problemat{€hristian and Nathan 2013; Christian and Mwaura 2012)

Permanent workers in large hotels are gaining disproportionately over other tourism WoGtkéssan

2012) The emergence of hosglity unions in Kenya and Ugardasupport this process by helping

enforce labor standards for permanent and some contract workers (like maximum working hours,
compensation and benefits) t hrough coll ective b
Assogations. Similar unions were not found to be present amongst othaestdys, which researchers

attribute to their lower frequency of social upgradi@@ristian, Gamberoni, and Reis 2013)

4 For example, the Kenyan Union of Domestic, Hotel, Educational Institutldospitals, and Allied Workers
( KUDHEI HA) and the Uganda Hotels, Food and Tourism Al ||
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Beyond accommodation prowds, CTG researches sought to understand to what degree loaial/eth
communities are able to participate and acesesglupgrading as the tourism sector continues to expand

in their locales.Generally little evidence of community accesssmcialupgraling was found amidst the

several ethnic tribes who are often central elements of attraction for tourists. Communities in and around
Ugandabés MFNP and Kenyabs Maasai Mb thia trerad f fFar r t he
instance ethnic groupshatlive on these protected lands receive a portion of the entrance fees collected

for park entry however there ispoor oversight in collection and paymsire very low(Christian and

Mwaura 2012; Christian 2012Yhe Maasai are much more incorporated into the production network,
however, the economic and social gains captured from incorporation appear to bal.minim

While tribal groups are included as part of guided tptlvsy usuallyare paid on a casual basis and not as
permanent or contract employees. This creates a relient®s and other service providers for attracting
tourists,which weakens their bargng position, and limits botkalue capturend the ability to improve

their relative social statuSimilar observancesf produce providers trying to access hotel and restaurant
chains commonly found downward priceepsures from dominant firms, makiigiearly impossible for
smallholdergo turna profit Furthermore, sustainability of land use, such as overhunting and poaching, is
raising concerns for the longevity of the sector in some communifielew private conservationare
operatingthat might lead to more sustainable land .uselowever,most cases revealed thiaireign
ownership still dominates and the ability to more fairly and more fatgrporateethnic communitiess

still a great needChristian 2@2; Homewood, Kristjanson, and Trench 2009; Rutten 20&tydies on

Aid for Trade interventions similarly address challenges to positively distribute gains to producers at the
bottom of the chain

These examples, however, only paint part of the stinyistian and Mwara (2012) stress the complexity

of upgrading trajectories in the tourism sector, which is heavily constrained bsxiptiag social
stratifications, excessive market power of global providers, and stereotypes. They propose six key
determhants of social upgrading in the tourism sector:

1. Structure and implementation of the national labor codeln all three countriehational labor codes
exist but enforcement is often restricted to the strength of institutional capacity. For example,da thgan
absence of a functioning Industrial Court has led to the perpetual exploitation of casual workers who are
often indefinitely relegated to casual status, despite clauses that guarantee their right to permanent
employment after a fixed period of ting€hristian and Nathan 2013)

2. How employee and community relations are addressed in concessions on protected ldEfthnic, racial
and gender tensions are commocitgd as exclusionary practices throughout the tourism GVC in Africa.
While CTG researchers note some examples of positive inclusion, they are often hmiteases of black
Africans, ethnic/tribal persons and women being victim of discriminatorylgtement at the lower rungs
of employmenprovidethe most common narrative in Afri¢@€hristian, Gamberoni, and Reis 2013;
Christian and Nathan 2013; Christian 2012)

3. Union representation As evidenced by the above examples in Kenya and Uganda, nepicsentatiom
the tourism sector is very limited. Unions in South Africa hoeyever, noted as more effective and
representative than those found in Kenya and Uganda, but representation amongst -Ginaosubnd
especially for casual workers is extremely limited.

4. Individual private labor decisions made by firms.Internationaland national standards specific to the
tourism industry have received very little penetration in Africa. CTG authors highlight the existence of
some forms of standards like Eco Tourism Kenya and Fair Trade Tourism South Africa, but case studies
reveal thalittle demand exists fahesemodels and therefore they currently have little effect on tourism
value chain dynamicg-air Trade Tourism South Africa is also the only label that actually measures labor
conditions as Eco Tourism Kenya focuses on thérenment. Furthermore, independent codes of
corporate social responsibility (CSR) are piecemeal and poorly enf(Zbeidtian and Nathan 2013)

5. Availability of public and private training facilities. Very few training programs outside some formal
university degree programs are found across Africa, and these are usually located in capital cities. For
workers living in or near national park tourism destinationses& to even basic education can be
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problematic(Christian and Mwaura 2012; Christian 2012)

6. Donor and non-governmental organization support.CTG researchers stress that while various donor
programs have been developed, they are mostly disjointed with-codetination across public private
and social actors (Christian 201Zhese programs must become moredcfte inorder tobridge gaps
between gender, ethnic and national divisions of |&Baristian, Gamberoni, and Reis 2013)

VI. Conclusion

Synthesizing the patterns of CTG mdswel research findings by sector confirmstteaonomic and

social upgrading are especially challenging to achieve in Africa. Inadequate infrastructure (high logistical
costs), skill deficiencies, and gender disparities continue to be common barriers to upgrading across
industry sectors.

1 Labor Skillsi There are clear skill and training gaps in each of the industry sectors that would need to be
addressed to unleash greater opportunities for economic and social upgrading. For example, the lack of
quality formal training centers for horticulture workesggnificantly reduces sector productivity and
competitivenesgBamber, Abdulsamad, and Gerefirthcoming)

1 Infrastructure and logistics T Logistics ae a barrier to competitiveness in apparel and horticulture by
delaying transport of goods and increasing costs relative to compétitdslition to reducing the growth
potential of a large regional market that would drive development. Intainesm secbr a lack of
infrastructureincreases overall costs for tourists, limits market growthinarural tourist attractionsit
makes it more difficult for smallholders aridcal workers to access opportunities to engage in the GVC.

1 Feminization 7 The genderg incorporation of workers into each of the GVCs such that women tend to
occupy lower paid and more insecure positions remains a barrier to social upgrading in all three industry
sectors as well.

A summary of policy implications from CTG repor8ax 3) includes numerous recommendations that
address these factor§ables 9 and 10 in the Appendprovide more irdepth and sectoral specific
recommendations for GVC policy approach@&ss public resources are constrained, the key a&img

the most of GVCs will be to find the right balance between general and sector specific sTipport.
challenge for policy makers is to maximize econemigte opportunities while at the same time creating
the optimal environment for the sectors with ggest potential(OECD, forthcoming)

The findings from the CTG project speak to several policy imfitina and recommendations for promoting

combined economic and social wupgrading in GVCs. Taking
Trade programs, the below summary of key policy implications are grounded by the understanding tbat Aid f
Trade programs do not necessarily improve workersd c:

potentials at the lower end of value chains unless specifically designed do @dayer and Milberg 2013)
Therefore it is stressed that any policy actions taken consider the ways in which all actors can benefit, especially
those at the bottomwf the chain.
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Box 3: Policy Implications and Recommendations from Capturing the Gains on How to Combine
Economic and Social Upgrading in GVCs

Skills Enhancement
1 Align education programs and training curricula with skills deficienciesah target sector
1 Enhance overall access to education and trajmsgeciallysector specific trainine.g. technical
and vocational schoolsnd technical university diplomas)
1 Increase training opportunities for women, especially in -tnaditional (maledominated)
occupations) and include mentorship
1 Training producers on links between productivity, quality, and social compliEnéeprove
effectiveness and competitiveness
Infrastructure Improvement
1 Improve transportation infrastructure, including safe transport for female workers in remote
after hours
1 Build logistics capacity and export processing administration to make efpohsrticulture and
apparel goodmore competitive and the process more efficient
Enhance access to affordable housing and health facilities
Improve cool chain infrastructure for horticulture products, containerized freight option:
apparel, and public transpantions for tourists
91 Providesector specifisupportive services for target GV@sall, or specific segments of the che
(e.g. from farm to processing facilities, or from farm all the way through airport)
Promoting Measureable Standards and Enabling Rilts for Labor
1 Promote the ratification, implementation, and enforcement of the ILO conveniiopsoving
government enforcement capacity, with adequate resources, is essential
1 Improve worker access to freedom of associatisupport union organization arxbllective
bargainingacross all three sectors (e.g. in tourism unions need to be beyond hotels only)
1 Promote the formation of producers associations and farmer collectives, with a foc
organizational learning, enhancing access to markets, and imgrawiareness of standards
1 Buyers incentivize improvements in social compliance, incorporate living wages into p
practices, and provide better contractual terms to well performing suppliers, such asdamg
contracts Develop strategies to enhasoeial protections for irregular workers and to quell
informalization trends in certain sectors
1 Governance should be coordirdtg public privateand sociallevels, per sectdfe.g. governmen
inspectors, CSR managers and CSO groups shoukdrferdng a coordinated agenda
Industrial and Trade Strategy
1 Promote economic upgrading in target GVCs, such as fostering development of upstre
downstream linkages
1 Improved buyer relations with suppliers, with prices negotiated to factor in paymeningf
wages to workers and living incomes to smallholders

f
f

9 Link trade and competitiveness strategies to workforce development initietigash sector

9 Improve access to business information and technology systems, market information, and
in theiruse

I Enhance access to finance for small producers and farmers

1 Negotiate more favourable trade agreement rules, such as opposing rules of origin for
(which has trapped countries in lexalue segments of the value chain)

1 Promote and enforce sociahakes in bilateral and multilateral trade agreements

f Extend Aid for Trade strategies that <cur

the borded to deliver greater benefits to poorer smallholders and workers
1 Promote stronger alliancestiween private, public, and civil society actors, including farmers
workers

Sources{Lee, Gereffi, and Barrientos 2011; Barrientos 2012; Pickles and Godfrey 2013; Christian,
and Barrientos 2013; Christian and Mwaura 2012: Mayer and Posthuma 2012; Mayer and Milberg Z
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Beyond this set of integrated developmestommendations, tHeVC case study research revealed three
additional trends that are emerging in Africa that also are playing an important role in shaping upgrading
outcomes:

1 Regionalizationi Trade liberalization, local labor market conditions, andrdtail revolution in Africa
have contributed to a growing trend of regional economic integration, particularly in SSA countries that
participate in regional free trade agreements. In turn, this has led to the expansion of RVCs. Of the
countries studied IICTG, South Africa and Kenya emerged as host countries for emerging regional lead
firms across all three sectors; horticulture, apparel and tourism.

1 Informalization T Increasing consolidation, market trends (such as fast fashion and fruit), and rising
competition from trade liberalization have led to downward pressure on retail prices. This has resulted in a
growing pattern of informalization across industry sectors, which is problematic because informal workers
have much lower access to decent work, seemmployment, and social protections than formal workers.
This stratification of the labor force has contributed in significant ways to the challenges of assessing
whether social upgrading or downgrading has occurred, because the outcomes are higidgntiape
worker status.

1 Consolidation of lead firm market power i As competition and volatility has increased with trade
liberalization, the market power of lead firms has increased. Large retailers and tour operators have
expanded, while SMEs have struggjlto stay competitive. This has exacerbated the uneven power
dynamics within GVCs and RVCs, resulting in a tendency of social downgrading due to lower bargaining
positions for labor and smallholders.

These trends offer new opportunities and challerigeshe goal of harmonizing economic and social
upgrading in Africa. For example, regionalization presents opportunities for small and reezidgim
horticulture producers to scale up and experience organizational learning as they adapt to increased
standatis when moving from national to regional to global chain participation, as evidenced in the
horticulture section of this paper. The cases also suggest that promoting worker unionization and
organization among farmers and worker groups enhances opposgtdaitisocial upgrading because it

can improve their bargaining position. On the other hand, in a regional context, unionization in one
country, such as South Africa, can also accelerate the trend towards outsourcing to cheaper labor cost
countries nearby.

Regionalization has generated economic growth and increased employment in several African countries,
such as Lesothods apparel i ndustry. At t he same,
countries and into lower ones (or employing marferimal sector workers at lower standards and wages),

so the overall effect suggests that if labor standards do not improve at the regional level, it could lead to a
raceto-the-bottom phenomenon. This is an area of need for future research

In summary the upgrading effects are not straightforward. The growth of S8atih trade changes the

mix of requirements and standards such that the emerging value chains are likely to have different
upgrading or downgrading trajectories depending on gikegraphicerd market or firm ownership
dynamics. In apparel and horticulture, these differences in end markets are very pronounced and shape the
degree of spillover effects from participation in GV@bus, insome market segments, upgrading may

hi nder a fitivenessdreore thann pveukd boost it; while in others, like tourism, economic and
social upgrading will tend to enhance competitiveness (e.g., higher quality market segments).
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VIIL. Appendices

Table 3: Country Cases for Capturing the Gains

Horticulture

Apparel

Tourism

Mobile
Phones

Asiac 7 countries

Bangladesh

Cambodia

China

India

| <1< <

Indonesia

Sri Lanka

<

Vietnam

Latin Americag 4 countries

Brazil

Dominican Republic

Haiti

Nicaragua

Middle East and North Africg 3 countrie

"

Egypt

Jordan

Morocco

<

SubSaharan Africa 6 co

untries

Kenya

\Y,

Lesotho

Madagascar

Mauritius

South Africa

| <1< <<

Uganda

20

Source: Authors
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Table 4: Upgrading Trajectories in the Horticulture Value Chain

Diagram Description
Cgr + Entry point for the fresh and processed fruit and vegetable value chain.
B = okt | [ R ) e * Opportunity for low-income countries to export higher value added agro
35° L st B products.
- E g e /\i\ F
HERS
o->
T @ + Countries looking to increase the value of their exports and to improve
S o g P supplyr fuf their dients_will improve h_‘leir packing anfj cold storage systems.
ol O . . N » This can include sophisticated packing for fresh fruit and vegetables, such
> g ; Pk ["";‘,’;‘ sty as ready-to-eat products, that are pre-washed, cut, and bagged.
E E g ) Storage
P 5
n‘ L
£ » To enter in this segment, countries have to master the production stage.
C8-_ » Countries need new infrastructure and a workforce prepared to engage in
LSED N | sy PR
T3 - '
g 25 'E et || PEAITEE .
w Ej E E far Exgort Cod Frocescing
§ S8 Stange
L of
o
* |mprove the product characteristics. This can happen in all the stages of
_E - the value chain—production, packing and storage, and processing.
}; “. | » Some of the standards that have been adopted by the industry, such as
) BirE GAP standards, focus on product upgrading, as well as ensuring that the
:,“' sanitary and phytosanitary conditions of the product are met.
© G
= o
= >
E ............. : ..LAJ
o —
— * Introduction of new technologies in the production system or the
~, restructuring of the existing system to generate services more efficiently.
0 c gi= + Companies implement more efficient systems in the search to improve
§ % | productivity and remain competitive.
ca b
"""""""" .y

SourcelFernandestark, Bamber, and Gereffi 2011

34




Table 5: Upgrading Trajectories in the Apparel Value Chain

Diagram

Description

Assemblyl CMT
{Entry in the value
chain)

1. Production

o (assemblyCMT)

* Assembly (CMT): The focus of the supplier is on production alone;
suppliers assemble inputs, following buyers' specifications.

* Inputs—such as textiles, accessones, and packaging—may be imported
due to limited availability and quality concemns over local inputs.

* Product focus may be relatively narrow.

* Firm fakes on a broader range of tangible, manufacturing-related

* Machinery: Improving productivify through new capital investments.

* Information and Logistics Technology: Improving the way the firm camies
out these acliviies. Benefits both the firm and the chain because it
reduces the total ime, cost and increases the flexibility of the supply chain
process.

=

w

% T functions, such as sourcing inputs and inbound logistics, as well as

o E = , LOEMFOR LOESIFON A -

! i = Parchaing avrimben pl'l]dllﬂtlﬂﬂ.

E s g e, * The supplier may also take on outbound distribution activities.

E =

E » Supplier carnes out part of the pre-production processes, such as design
o _ p— or product development.

B E g . * Design may be in collaboration with the buyer, or the buyer may attach its
F: E \ ety el brand to a product designed by the supplier.

g é 2 g * In many cases, ODM firms work with designers from the lead firms to

3 S develop new products.

(=

E * Supplier acquires post-production capabiliies and is able to fully develop
Sag |'wm — products under its own brand names. Two options:

BEc o i (1) Supplier maintains a relationship with the buyer and develops brand
23 E Lo Lot / collaboratively.

S § S Lt (2) Supplier establishes its own distribution channels by establishing a new
- : market channel that is typically more profitable and allows the firm to

& expand skills. These are often local or regional markets.

2 * Increase unit value by producing more complex products, which requires
3 increasing the capabilities of the firm.

B — o * Countries must move from low-cost commodities to higher value-added
=] \*’ ‘; fashion goods that warrant higher returns as labor rates increase.

5] iy e

8

&

£

=

&

5

o

]

8

&

SourceFernandestark, Frederick, and Gereffi 2011
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Table 6: Upgrading Trajectories in the Tourism Value Chain

Source:Christian et al. 2011
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