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l: Introduction

Ethiopia with its diverse cultural backgrounds of its people and varieties of natural resources
has a rich heritage of crafts skills. Handicraft is therefore considered to be one of the most
important and widely spread occupations of most Ethiopians next to Agriculture. As part of
the handicrafts heritage, Ethiopia has diverse traditional handloom products. This sub sector
provides large-scale employment and is an important source of livelihood for a large number
of people in urban and rural areas. Based on the data collected in Year 2002 by the Central
Statistical Authority (CSA) on cottages and handicrafts, it was revealed that there were a total
of 211,842 handloom/weaving textiles enterprises in the country in various forms of

ownership though benefits accrued from this sub sector was much below than expected.

It is against the above background and the desire/efforts to enhance the economic growth
through the export of homemade products that the development and promotion of Ethiopian
handloom products is given due attention. This is also a deliberate effort to stimulate the
growth and potentials of this sub sector so that it brings foreign currency earnings to the
Nation and generate more employment opportunities and thereby create wealth and reduce
the impact of poverty. The growth of this sub sector necessarily requires the creation of
demand of handloom products. One of the means to achieve this goal is through seeking the
export market. As it is stated in the Industrial Development Strategy it is proposed that it is
crucial to identify and find the international market for the diverse products produced in the
country. Initially, a survey was conducted (part one) which was confined to market research
and to identify potential foreign markets of handloom products, to understand the consumer
tastes and fashions and gather the market needs and requirements. The report revealed that
there is high potential for Ethiopian Handloom products in the countries of the European
Union particularly in Germany, the UK and France as depicted by the consumer expenditure

on household and furnishing textiles below.



Consumer Expenditure on household and furnishing textile in the EU, 1999-2002: Figures in
EU million: Source; Euro monitor

O Germany

B UK

O France

O ltaly

B Spain

O Other 10 Countries

8197

12484

The survey also revealed that the country produces assorted handmade household and
furnishing textiles that could be accepted in this market. The purpose of the second part
report is to compliment the previous report with the objective of deliberate effort and
commitment to successfully export handloom products to the market identified during the
part one survey. This survey however, is intended to move further towards the practical
implementation of the export of handloom products by clarifying some issues, which were not
made clear in part one report and thereby tailor them to suite the Ethiopian context ready for
the export of handloom products. The report is also intended to give the best estimate of the
volume of handloom products as demanded by the market out of the total household
furnishing and textiles; give the best estimate of the available volume of exportable
handloom products and to provide profiles of handloom products and thereafter narrow down
the list to specific exportable handloom products which can be produced in Ethiopia. It also
intends to provide the overview of the business environment in the target market.
Furthermore, the report provides the way forward proposals and guidelines on how the

export market should be pursued.



I: Estimate of Handloom Exports and price analysis

2.1 Market requirements

During the year 2002, EU countries had imported 666 thousand tons of household and
furnishing textiles worth 4,956 million Euros. Due to the insufficiency of EU harmonized code
which put both hand-woven and power woven home and interior furnishing textiles under the
same category, categorizing these products into handloom and power-loom textile products
became hard, if not impossible. This distinction between hand and power loom is also made
difficult due to non-availability of sufficient data. Based on the search of the web, review of
various information sites and observation of the 73 2004, Izmir International Fair it was

evident that some products under consideration can however, be produced by hand.

Two approaches are used as an attempt to determine the volume and value of handloom
products out of the total imports of household and furnishing textiles into the EU. The 1% one
was to extrapolate the value of handloom exports to the EU as captured from the Indian
Handloom Export Product Council (HEPC) report to the data of total import from India of
Household and Furnishing Textiles as captured from the CBI: EU Market survey 2004 by Drs
Jan P Servaas report. The assumption is that the difference between the two represents the
contribution of power-loom products. The step-by-step process is summarized under Table

2.1 as follows:

Table 2.1 step-by-step processes to determine the value of handloom products: 1% approach

Step | Fact Output Ref. to Table 3.2
1 The CBI report gives the total household and textile furnishing | EU Total Imports Column [A]
{HTF} imported by EU
2 The CBI report gives the % of Imports from India % Import from India Column [B]
3 Step 1 when multiplied by Step 2 Total {HTF} Imports from I ndia Column [F]
4 HEPC report gives total export of Handloom products {HLP} to | Total {HLP} Export to EU Column [C]
EU in Rupees converted to Euros
5 EU Import of HTF, Column A distributed in % % Distribution Column [D]
6 EU Import of HTF, Column A distributed but to exclude | % Distribution (excl. obvious Power loom
Obvious Power Loom products: Blanket, Bath: Kitchen linen products i.e. Blanket, Bath: Kitchen linen Column [E]
7 Compare output 3 and output 4 The % of handloom products out of {Total | Column [G]
Import excluding the Obvious Power loom}
8 % Of handloom products multiplied by Distribution of Imports | Weighted Average % of the share of | Column [H]
(excluding Obvious Power loom) handloom




Based on this approach the analysis shows that the volume and value of handloom products
out of the total import of household and furnishing textiles is 11% that is in Year 2002 it was
73.26 thousand tons valued at app 545 million Euros. The analysis is further detailed under

Table 2.2 below.

Table 2.2 Import of handloom products into EU based on Indian Experience

ANALYSIS
' Year 2002 :  Year 2002 i i :
T i Imports from 1 | |
' Distribution | Distribution of | ) ! ! !
! ! ' Indiato EU ! ! !
rof Importoft Import of ' ' ) '
! ! .based on CBI. % Share of . Weighted .
Product Group 1 household : household and: : : :
: R : report Handloom | Average .
' and textile 'textile products! o ' '
' ' ) + Analysis in ' '
products by: by EU in % i ! ! !
| millions €

EU in % {excl *}

[G={CIF}% ' HE=G*E |

'
'
'
'
'
'
'
------------ R Rttt Tl tdvdti o'
] ]

Blanket {Mainly Power

Loom}
Bed linen 37 51 91 8 291
Table linen 9 12 72 12 1.02
Bath/kitchen {Mainly
Power Loom} 23 0 -
Curtains 15 21 81 26 3.90
Bed Spread 3 4 55 57 1.52
Other furnishing 9 12 76 18 1.64
100 100 390 11.00
Key i
e Blanket and Bath/Kitchen Linen Obvious Power Loom
CBI EU Market survey 2004 by Drs Jan P Servaas Source Data - CBI
HEPC Handloom Export Promotion Council {Indian} Source Data - HEPC
:Flndlngs _______________ . Analysis

[1] 28% of Total Import by EU is Power loom only, hence 72% is both Power/Handloom
[2]0Out of 72% both Power/Handloom, 72% is made up of Bed Linen {51%} and Curtains {21%}
[3]Handloom is 11% out of Total EU Imports

The 2" approach was to narrowing down the possibility of some products like bath/bitch
towels (estimated at 83%), blankets, and bed linen, which are mostly produced by power
loom. The 83% was based on the analysis of products that are traditionally found in both the
bath and kitchen, gave them best estimate values and sorted out those products which fits
best to be handloom and those considered to be power loom production based. This analysis

revealed that app. 17% of the values of these is handloom products, determined as follows.



Products
Towel
Shower Gown
Handkerchief
Stool/Sit cover
Footing rug
Dish Drying Towel
Hot pot handling towel
Food cover
Cooking Gown
Hand drying Towel
Total

%

Assumed Value in US$ Assumed Handloom

29
35
2 2
20
10
2 2
8 8
10
3 3
126 22
17%

Assumed Power Loom
25
35

20
10

10

104
83%

This ratio was used in the analysis and the results are that the portion of handloom products

is 36% as shown on table 2.2 below. Based on this observation for the year 2002, EU

countries had imported 245 thousand tons of handloom textile products worth 2,150 million

Euros. Table 2.2 below is reproduced from the 1% part report; however, it has been modified

to reflect the portion of handlooms, this is in red. As mentioned before the portion of

handlooms from bath/kitchen linen is considered to be 17%, determined as explained before.

Table 2.2Imports of household and furnishing textiles (handlooms) into EU in volume and value, 2000-2002

1.1Blankets

1.2Bed linen
1.3Table linen
1.

121
710
130

Bath/kitchen and kitchen linen

Total
2000 2001 2002 Total Handloom | Handloom %
"000" | (¢ ["000"|[ (¢ ["000"| (¢ ["oo0"| (¢ [vooo| (e million
tons |million)| tons [million)| tons |million)[ tons |million) | tons [million)] Tons s
(Al | B | [A |0 [E | [F |G| MH [ | K[

706
5,253

1,369 130 1,369

Total Household textiles

461 3,571 490 3,620 3,640 1,475

10,831 217 1,965

2.1Curtains 191 191 2,082
2.2Bedspreads 132 66 410 66 410
2.30ther furnishing textiles 445 144 1263 144 1,263
Total furnishings 124(1,181| 135(1, 258 142|1,316( 401} 3,755 401| 3,755
Total EU imports 585| 4,752 625( 4,878 666[4,956| 1,876(14,586] 618|5,720 32 39
Average % 36

Key:

- Assumed to be handloom products 100%

Assumed to both handloom and power loom, needed to be separated

- Assumed to be power loom



From the above analysis the percentage of the volume handloom product to total imports is
32% which is arrived at as a percentage of column [I] to [G] and the percentage of value of
handloom is 39 arrived at as a percentage of column [J] to [H], the average of the two i.e.
{32+39}/2 is 36% and this is what is referred to as the share of handloom products to the

total imports of household and furnishing textile products.

2.2  Price Analysis

A product’s price is a major determinant of the market demand. Price affects a firm’s
competitive position and its market share as a result, price has a considerable bearing on a
company’s revenues and net profits. Through prices, money comes into an organization;
nevertheless, several factors can limit how much effect pricing has on a company’s marketing
program. Differentiated product features, a favorite brand, high quality, convenience or some
combination of these and other factors may be more important to consumers than price. In
general, it is advisable for companies to decide first their pricing objectives before deciding
the price itself. Pricing objectives may be either a profit oriented or sales oriented or status
qguo oriented or a combination of these objectives. The analysis of price per ton from table
2.2 above is given under table 2.3 and the trended prices per ton are as depicted under

Figure 2.1.

Table 2.3 Price Analyses from Table 2.1: Figures in 000 Euros per Ton

Year 2000 Year 2001 Year 2002
Table linen 10.8 10.6 10.7
Bath/Kitchen linen 7.08 6.65 6.72
Curtains 10.97 11.04 10.7
Bed spreads 6.9 5.6 6.28
Other furnishing textiles 8.8 8.97 8.56
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2.3 Margins
As a rule, importers who import from developing countries are looking for low-priced
merchandise. The margins at the various different levels of distribution are influenced by six
factors and are different for each product/market combination.
These factors are:

+* Degree of risk (new fashion/design or ‘me-too’ product, new or known source etc.);

% volume of business;

+ functions or marketing services rendered;

+ general economic conditions (booming or depressed business);

+ existence/availability of competitive products; and,

# Exclusiveness of the product.

High-risk, low-volume, service-intensive products require different margins to low-risk, high-
volume standard products. It is impossible to draw up a schedule of actual margins for each
and every product/market combination. Even within the same type of combination, different
importers employ different margins, due to variation in economic conditions. The typical rate
of commission paid to an agent is 10 percent of sales, though this can be as low as 8 percent

for volume business and much higher for exclusive deals.



It is generally more attractive for an exporter to operate in the medium and high market.
Margins vary greatly according to both type of product and retail channel. The average
textiles retailer marks up goods by 80-110 percent of his buying price, with selected goods
retailing up to 140 percent higher than buying prices. In grocery stores, small textile articles
achieve a gross margin of 20-30 percent of the retail-selling price. This figure is highly
attractive compared with the typical profit margin on food and other grocery lines. In
addition, these products often have the advantage that manufacturers supply display stands
and take responsibility for stocking them. With regard to the distribution of loose floor rugs

the average mark-up by retail shops is about 100 percent.

2.4 Retalil prices

The textiles and garment markets in general and the household and furnishing textiles
markets in particular are highly competitive both in price and quality. A variety of different
products of the same line and functions are offered at different prices with wide range pricing
gap. The market is observed to be intensively competitive and prices vary widely according to
the product and types of outlets. Below is given, for example, IKEA's prices of its home and
interior furnishing textiles in Germany, UK and France. Mostly prices include VAT. Prices from

other sources can be found from web sites of the retail companies listed in this report.

IKEA’s price per [piece] for home and interior furnishing textiles products

Type of Product Germany (€) per UK (E) per piece France (€) per piece
piece
1 Bath Linen
Hand towel 2,49-6,99 1,90-5,00 1,50-5,90
Bathroom matt 4,99-12,95 2,90-9,90 3,50-12,00
Shower curtain 5,99-16,95 2,50-12,00 2,95-19,00
2 Bed Textiles
Blankets 12,00-19,00
Bedspreads 9,99-69,99 6,50-40,00 9,90-69,00
Quilt covers 7,99-89.90 7,90-69,00 7,69-85,00
Pillow cases 1,99-4,99 1,50-10,50 3,50-5,50
3 Table linens
Table linen 4,99-12,95 4,50-6,50
Cushion covers 2,49-24,95 3,50-8,00 3,50-11,50
4 Furnishings
Curtains 7,99-69,90 5,90-45,00 7,95-69,00

Source: - http://www.ikea.com




2.5 Conclusion

It is hereby concluded that the 1% approach used for the evaluation of the market
requirement of handloom products is perceived more accurate than the 2" approach. This is
due to the fact that the assumption that all table linen, curtains, bedspreads and other
furnishing textiles are wholly handloom seems to be misleading. The assumption used for the
1% approach makes more sense subject to the accuracy of data used, which was obtained
from the trusted source. This being the case the volume of handloom imported into EU in

year 2002 alone was 13,300 tons valued at 99 million Euros.

In respect of the price analysis the review reveals that table linen, curtains and other
furnishing textiles fetched higher prices than bedspread and bath/kitchen linen.
Consequently, these products have experienced stable prices from year 2000 to year 2002. It
is also evident from table 2.2 that the market of these products is high and was relatively
stable during the period under review. Both the premium prices and the higher and stable
demand of these products suggests that the emphasis should be to produce and export table

linen, curtains and other furnishing textiles products.

The part one report revealed that Germany is the biggest market in the EU, based on Euro
monitor Germany also has the highest consumer expenditure since 1999 {5,688 million Euros
in 1999} . Also the review of IKEA price per peace as shown before reveals that the retalil
prices in Germany are better than in France. This situation suggests that in cases of tight

resources our initial foreign market entry efforts should focus to Germany.



Il1l: Handloom Products Profiles

3.1.1 Overview

There are several products with different set of tangible and intangible attributes. These are
grouped and categorized based on function and generic attributes though the
categorization/grouping may be made based on other factors such as the country of origin,
quality, physical characteristics, price, design, packaging etc. these attributes, differences in
culture, tradition and taste affects and determine the consumption pattern which differs
substantially across the EU. The part one report identified the consumption pattern and
various products demanded by the target market, whilst these are as depicted below the rest
of the section gives profiles of handloom products, which are grouped, based on generic

attributes.

Import of household and furnishing textile into the EU in Volume, 2000-2002: Figures in tons:
Source; Euro Stat

O Blanket

H Bed linen

O Table linen

O Bath/Kitchen linen
M Curtains

O Bed Spread

B Others

Ethiopia has a variety of handloom products, but most of them are not exportable; as
mentioned above the most demanded products, which can easily find buyers from the target
market, have their profiles described {where possible sample photos have been provided} in
this section. Products described in this section have been chosen based on the fact that there
is a demand for them in the target market and most of them are produced locally as such
there is clear link between production in Ethiopia and the demand in the target market;
furthermore, culturally, Ethiopian producers have the practice, experience and know-how to
produce these products. It is however evident that some attractive products in the target

market are not produced in Ethiopia, in such cases this report gives profiles for only those
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products which can be easily adopted by local producers. Furthermore, the report excludes
power loom products, which are blankets; quilt cover; bath and beach towels; sheets and
traveling rugs, which are produced by power loom though some could yet be produced by
handloom. Profiles of handloom and handmade products, which are produced, and those,
which can be adopted easily, are grouped and detailed as follows: -

+ Beds furnishing;

“* Table linen (table cloth, table cover, table center, table runner and Napkin);

= Kitchen linen (kitchen towel, dish towel or tea towels);

= Window coverings (Net or lace curtains, curtains & draperies);

< Wall and ceiling coverings, upholstery decorative pillowcases, throw rugs;

= Other Clothing accessories; and
Photos depicted through sub section 3.1.2 to 3.1.7 are for Ethiopian produced handloom
products whilst those in sub section 3.1.8 portray similar photos for products produced in

other competing countries.

3.1.2 Bed furnishing

A bedspread may be defined as an outer bed covering, 1 P T
mainly woven cotton but also made from other ' '
synthetic materials. It is used to protect the bedding to
enhance sleeping pleasure an aesthetic appeal. The
Ethiopian bed spread products are the Shema Alga
Libse and Shema Trase Libse. The Shema Alga
Libse {photo 3.1} is made from 100% cotton in
different traditional patterns/different sizes and it is an
eye-catching bedspread mostly used in wurban
community.

s T W ?‘
Photo 3.1: Shema Alga Libse

Shema Trase Libse
{photo 3.2} is usually
made from plain white
cotton fabrics in

different traditional
embroidery at the
middle.

Photo 3.2: Shema Trase Libse produced in Ethiopia
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3.1.3 Table linen

This group comprises of tablecloths, table-
covers, table-centers, table-runners and napkins
with two functions of protecting the table and
decoration {an aesthetic appeal}. The market is
not at all large; table napkins are always sold in
sets matching the tablecloth, particularly for
expensive products. White, with or without
colorful design ‘Tibebe’, and single colored plain
with or without colorful design are most g
common demanded products. Table lines are =
more affected by fashion trends than bed
linens. It is therefore important for exporters to &
monitor changes in taste, color, material and —
textures. There is a definite decline in the daily
use of the textile tablecloth, though there is an
increase in demand of attractive kitchen items,
such as dishtowels, terry towels, warmers, place
mat etc. Photo 3.3 shows Ethiopian produced § <.
assorted table linen products known as Photo 3.3: ‘ Yeterebeza Lebse’ Table linen
Yeterebeza lebse.

produced in Ethiopia

Very often, textile napkins are being
replaced by cellulose ones increasing the
possibility of color variations in combination
with the tablecloth, the tabletop and/or the
candles and the decrease in the laundry
chore. There is an enormous offer as to
type, size, form, material, color and designs.
Materials can be flat, structured, printed,
dobby, jacquard, embroidered, damask with
all kinds of adornments and decorations.
Table linen is mostly made of cotton
however; materials other than cotton not
containing flax or ramie have a demand for
high quality textile fibers e.g. silk or easy-to-
clean such as polyester. However, the i :
market share of pure cotton has so far Photo3.4: Memeqebie}Cher!({FabIe runner} produced
remained sufficiently stable. in Ethiopia

As for the Yeterebeza Lebse, the Memegebia Check depicted by photo 3.4 above
which also belong to this group is produced in the country. Whilst, Yeterebeza Lebse
is a hand loomed fabrics from cotton and wool, with different Ethiopian traditional
patterns the Memegebia Cherk are mats made of hand loomed cotton fabrics also in
different Ethiopian traditional patterns produced in different sizes and designs.

3.1.4 Kitchen linen/ products
The market for these products do exist though the decrease in the use is being experienced
in the target market as a result of increasingly more households using automatic
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dishwashers, so that hand drying is no longer necessary. In the kitchen, two types of towels
are used: kitchen towels, made of terry or flat woven; and dish or tea towels for flat woven
made from cotton. Meanwhile, these products are not produced locally but it is very possible
for Ethiopian producers to adopt them.

3.1.5 Window coverings

These are divided into net or lace
curtains, curtains and draperies and their
functions are various to: provide privacy; &
eliminate (sun) light; insulation purposes
(thermal, acoustic); aesthetic effects etc.
The more open the fabric construction,
like net or lace curtains, the greater the
visibility of outside view and light
penetration, but there is less privacy in
which case the decorative function is the
highest priority. Net curtains adorn the
window frame in many houses. The
major fiber used for net curtains is
polyester filament. Other fibbers are
polyester staple and acrylic staple.
Curtains are relatively sheer and
lightweight and are in most cases hung
without linings, while draperies are
heavy, often opaque, and usually have a
lining. Curtains are largely sold ready-
made in lengths, which fit the standard
window sizes and some heights. Buying
curtain fabrics to sew one’s own curtains
or letting an interior decoration firm
make them up is not uncommon, usually
this applies to expensive materials
mainly for offices. Curtains and draperies
are made from all types of fibers and
fabric constructions; however, most
curtains are made of synthetic fabrics
this is because cotton curtains require
ironing after washing and they are heavy
and thus inconvenient in handling. There
is also a market for expensive fibers such
as silks, but it is fairly limited because of
pricing and handling restrictions. The
choice of curtains depends on the
fashion in wallpapers and paints.
‘Megareja’ are Ethiopian hand loomed
curtains; they are decorated by
woven designs {tibebe} and
embroideries as depicted by Photo 3.5. Photo 3.5: Megareja {Curtain} produced in Ethiopia
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3.1.6 Wall and ceiling coverings, upholstery, woven rugs

Wall and ceiling coverings are made of fabrics, which are placed on wall and ceilings, can
be visually interesting as well as functional. Such fabrics reduce and absorb noise in a room.
These are mainly used in the commercial or contract interior industry. Usage in the
residential sector is very limited because consumers prefer wallpapers, plasterwork or other

non-textile applications; soft floor coverings are also used as ceiling coverings.

Upholsteries fabrics often have the same name as clothing fabrics; however, there are
many differences. They are heavier (more ends and picks per cm), better dyed (color
fastness) and may have a special finish (flame- and stain-resistant). Requirements are higher
in the case of usage in the contract sector (public buildings, public traffic, hotels, offices etc.),
also based on safety aspects. Fabrics for upholstery are stretched tautly over furniture frames
and these require more durable fabrics and are also used for cushions. The major upholstery
fabrics used are made of cellulose type fibers and cotton, like (heavy) corduroy, velour,

velvet, damask etc.

Woven rugs: hand-woven dhurries and similar flat woven rugs have enjoyed a long period
of popularity. They are sold in cotton and wool with fringes at the ends. These flat woven
rugs feature simple designs, it is very important that colors and designs are adapted over
time to meet the most recent fashion and interior trends. Flat woven kelims have been very
popular as a relatively cheap, colorful and decorative article for floors and walls. Since around
1990 the theme ‘back to nature’ has had a dominant influence on trends in furniture and
furnishings. There is strong demand for carpet and rugs in coir, sisal, reed, jute and other
natural fibers. Natural-looking textures, colors and designs are important. Rugs in these
materials, with borders in colors to coordinate with other interior furnishings, are extremely
popular. Borders are available in a wide range of different fabrics colors and patterns. Jute,
cotton, leather, imitation leather and decorative upholstery fabrics are all offered as borders.
Local carpet companies (importers and manufacturers) specialize in customizing rugs for
individual customers, especially at the upper end of the market. Oversupply of cheap poor
quality carpets have had a negative influence on this market sector, and demand has shifted

more towards Gabbeh and other designs.

Wall and ceiling coverings, upholstery and woven rugs are not produced in Ethiopia

14



due to lack of local demand though these can be adopted and produced for the export

market.

3.1.7 Other Clothing products

The Shema Borsa {Hand woven bag}, Yanget Libse {Scarves}, Shema Kobe {Cotton cap},
Sigaja Mentaf {Hand knotted Floor Cover/Carpet}, Sofa teras { Cushion cover}, Kumta { Boxer
shorts} are other clothing products that are produced in the country and are exportable. The

photos and description of these products are as follows: -

‘Shema Borsa’/ Hand woven bag
Shema Borsa is a hand loomed cotton fabric.

Designs vary from colorful to plain fabrics. It
can be used as lady bag or children school bag.
The designs and sizes vary.

‘Yanget Libse’/ Scarves
It is produced from cotton and

wool using handloom. Designs
vary from colorful to plain fabric.
Qualities differ according to the

‘Sofa teras’/ Cushion cover
Hand loomed cushion cover decorated by locally market; highlanders mostly use it.
called "Tibeb" beautiful woven design, specially

made for the royal class of the past.

3.1.8 Below are photos of similar products produced by other countries to EU market as
captured from Indian Handloom Export Promotion Council and the various web sites.

15



OTHER FURNI SHING TEXTILES: Pillow Covers

PK00014 [2'2" x 2' 2"]
Patchwork Pillow Covers

TABLE LINEN
Table Runners Table Clothes

Ecogates Table Runner, 100% Cotton, Size:
50*130 cm
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OTHER TEXTI LES: PLACE MATS

Ecogates Place Mat, 100% Cotton , bamboo, Size:
33*46 cm

_'_——l

“ Ecogates Place Mat, 100% Cotton , bamboo, Size:

33*46 cm

Sofa Throws
Rugs and Carpets
ANATOLIAN KILIM GALLERY Ecogates Sofa Throw

100% Cotton, Size: 150*220 cm

(T

CVL 0002 {2711"X4'7"}

CVL 0003 {2711"X4'7"}

Prayer Rugs

Aand

Mini XSmall Small Runner
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BATH LINEN
Bath room products: Handloom Towel Bath room products: Handloom Towel

Throw

Pillow Covers

TABLE LINEN
Table linen

Table Top Products
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WINDOW COVERINGS
Curtains

OTHER TEXTILE FURNISHING MATERI AL
Hand-woven Carpets Lunghi

ACCESSORI ES
Bags

BLANKETS
Hand-woven COTTON BABY BLANKET Vintage Chule's Hand-woven Wool Blanket ~64 X
yellow/ purple motifs 82"~
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Hand-woven Nursery Blanket Table-Top Products: VINTAGE wall hanging / table
cloth HANDWOVEN |KAT

Sofa Throws
RED INCA MASKS~ Peru Hand-woven
Cotton: Throw ~Coverlet

RED EARTH~ India Hand-woven Wool & Jute COTTON CHENILLE BURGUNDY WINE
Dhurrie RUG RUG 26 X 44 HANDWOVEN
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OTHER TEXTILE FURNISHING PRODUCTS:

Genuine Hand-woven Wool Moroccan Berber Rug HANDWOVEN 5'1x3'2 Balouch Kilim Persian Rugs

Women'’s accessories

Shawl

CINNAMON HANDWOVEN PURE WOOL SHAWL SILVERY MOON Thai Hand-woven 100%
SILK SHAWL

Vintage Style hand-woven Ponchos Lavender Poncho  INCREDIBLE | RI SH HANDWOVEN WHITE
Shaw| SHAWL-ELEGANT
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AUTUMN BREEZE Peru Hand-woven Alpaca Wool CLOAK

|

Peru Hand-woven Wool Olive Shimmer Shaw| Thai Hand-woven Silk
Scarf

Hand-woven Western Peru hand-woven Wool shoulder Bag ~PURSE
Cowboy Brands Cotton Bag

3.1.9 Conclusion

Based on the profiles of handloom products, as outlined in this section, it is evident that the

country has huge potentials to produce exportable handloom products. This conclusion is also
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supported by the fact that some of these products have been produced historically and that
there is already some Ethiopian companies which have exported handloom products though
at a very low level. With the support and intervention to be provided by the Government and

other stakeholders, this very low-level market share may be expanded tremendously.
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IV: Proposed target market entry strategy

| : GERMANY

The first step into the market should be familiarization with the local retail trade in order to
gain an appreciation of its structure and the diversity of the German home textile market.
The prime objective should be to identify one or more appropriate potential target sectors
and get to know the trading practices; purchasing practices and service demands of a
number of identified potential target accounts within any of the identified target sectors. Such
information, which needs to be obtained by researching the market locally, will be valuable
when determining the most effective approach and line-up in the market. Such research
projects would be well timed to enable visits to chambers of trade and industry, textile
associations and trade fairs. The entry into the Germany market may be possible through
appointing sales agents, using the existing sales outlets, appointing commission agents, use
of wholesalers and retailers. These strategies are further explained in the following

paragraphs.

Sales agents: Selling requires appreciation of the household and furnishing market structure
of the target country. Appointment of sales agents is usually the first step for a successful
market entry. Successful entry into Germany depends on continuity of effort, regular
participation in trade fairs and the establishment of a sales office with warehousing facilities,
either in Germany or another European country in order to meet short-term delivery

requirements.

Sales Outlets: The number of outlets operating in household and furnishing textiles is
estimated to be 3,300. About 50 percent of these independent retailers co-operatives are
organized mainly in buying groups like: Katag 800 outlets, partly including home and house
textiles; Hometred INKU (250 floor coverings, curtains and furnishings outlets);
Fachhhandlesring (490 members in hometextiles); Coratex (400 stores in curtains and floor
coverings). Organizations specialized in bed products including textiles are Ambra (65outlets)
and Bettenring, the latter with two formulas; Dormabelle (205 outlets in Germany,

Switzerland, Austria and Italy) and the discount formula Schlummermarket (11 outlets).
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Décor union is an important chain with voluntary membership.

Commission Agents: Independent commission agents continue to play a significant role in
the market in the sale of household and furnishing textiles to the independent specialist retail
trade sector. Such agents usually work on 10 % commission - some demand 12 % which is
the rate for introducing a newcomer into the market; some even expect 15 % when linked
with the commitment to undertake specified advertising/publicity/promotional activities.
Agents are to be found operating from their private homes and/or city showrooms. Apart for
agencies with customer base at the top/very top end of the market, which will usually cover a
larger region such as northern or southern Germany, commission agents usually operate
regionally to cover say North Rhine-Westphalia, Bavaria or Baden-Wurttemberg. Companies
seeking to appoint local agents should be aware of the terms and conditions of European

Agency Law.

Wholesalers: There are few large traditional household and furnishing textiles wholesalers
in the market but numerous medium to small operators, some but not all, also selling on the
road. A large number of such wholesalers are concentrated in the major fashion trading
centers located throughout Germany-Berlin/ Leipzig/ Hamburg/ Hanover/ Dusseldorf-Neuss /
Frankfurt / Stuttgart/ Munich-where they operate from rented office/showroom/stockholding
facilities servicing retailers with household and furnishing textiles supplies on a cash & carry
basis. Such wholesalers tend to specialize in certain types of household and furnishing
textiles; some are also design and marketing companies that put together their own
collections, placing the production in lower cost foreign countries. A high percentage of them
trade in young fashion/street fashion/leisure fashion. Such wholesalers are best approached

direct.

Retailing: The major volume market retail concerns in Germany are best approached direct
as they insist on dealing direct with decision makers who have authority to negotiate on price
and other terms and conditions of supply. Senior company managers should make contact
with such concerns; there are some commission agents who specialize in targeting such
accounts. Most nowadays describe themselves as Key Account Managers and use visiting

cards in the names of their principles. Some work on a "retainer coupled with commission"
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basis. Such agents, of whom there are not many, are often best found by advertising in the

trade journal TextilWirtschaft. Agencies held are on an exclusive basis for all Germany.

Market newcomers will find it very difficult to break into the major volume market retail
concerns. Companies are strongly advised to prepare themselves thoroughly prior to
approaching any such targets accounts, i.e. by conducting advance market research in their
stores to become familiar with the nature and extent of household and furnishing textiles
offer, price levels and price points, brands etc. This knowledge will prove most valuable to
the companies when convincing buyers that they are dealing with professionals who
understand their interests and requirements and who come with resources and skills which

will bring "added value" in a business relationship.

[1: UNITED KINGDOM

Suppliers of textiles and clothing in the UK have a variety of possible channels, which are
retailers, mail order sellers and e-tailers, UK manufacturers and direct sales to consumers,
which needs massive logistical support from the supplier. In order to succeed with any of
these channels, one will need a presence in the UK. Category management is common,
and buyers reduce sales costs by limiting the number of suppliers. Market entry strategies
include:

+ Appoint a distribution partner to handle importing and customer liaison;

+ Manage the customer base from the exporting country and find a fulfillment company to
warehouse and ship to the customers;

+ Set up an office in the UK;

+ Send one of your staff to the UK as a representative;

4 Share distribution with another Ethiopian company preferably with a synergistic product range;

and

% Undertake ajoint venture with a UK company.
The most effective strategy is probably appointing a distribution partner. A UK company
will understand how to best present your products, comment on changes to your packaging
and will understand how to place the product in the market. These skills take time to acquire
and demand long-term exposure to the UK. UK-based companies expect to have long-term
relationships with their suppliers; working together to achieve sales targets, therefore

exporters should consider the UK as a long-term strategic destination. Smaller distribution
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partners often specialize in a particular product sector and may service customers on a
regional basis or may supply only certain types of retailer therefore an exporter strategy may

require more than one UK distribution partner in order to access the entire market.

It should be noted that the number of experienced distributors is limited, and it is
important to check for conflicts of interest. One may need to work with a smaller or less
experienced company as a long-term project and build sales gradually. Most of UK
distributors will be working on a 20-30 per cent margin, and the retailer will be looking
for significantly more. As a general rule, multiply the landed price by 250 per cent to get to
the retail price. The level of margin will depend on the unit value of the product, projected

sales volumes and the product category.

I11: FRANCE

Companies have prospered in the French market and will continue to do so if special
attention is paid to their approach to the market and the products/services they offer. The
best "first step” to enter the France market is to appoint an agent or distributor; however,

expansion in the market can take various other forms, depending on the product/service.

Joint Venture: A joint venture with a French firm having similar commercial interests is one
recommended approach. The French government encourages this type of investment and
offers a wide range of incentives. In selecting a joint venture partner, a company must
carefully analyze its strengths and weaknesses and search for a firm that offers the
appropriate support. Traditionally, a French joint venture partner strengthens the marketing
activities of firms with its in-place distribution system. In certain industries, French
manufacturers have skills that augment those of the partner. Financing is also of special
concern. Each joint venture proposal requires special analysis and conditions if it is to be
successful. Ajoint venture with a French firm that has full French government support can be
beneficial as long as manufacturing decisions can be made independently of government
involvement. Recognizing the differences in each market is essential for success;
consequently, it is recommended that companies interested in forming joint ventures consult

with the Embassy in Paris before making any entangling alliances.

27



Establishing an Office: Establishing a subsidiary/branch office in France is also an
advisable approach for some industries. The French government encourages the formation of
new enterprises and, in conjunction with the Paris Chamber of Commerce and other
Chambers throughout the country, offers extensive counseling and assistance to those
wishing to set up an office in France. Detailed "how to" guides are available not only from the
various chambers of commerce, but also from the Commercial Service and the numerous

American consulting firms present in France.

Selling Factors/ Techniques: Buying decisions are made on the basis of quality, price and
after-sales service. The principal difference in France is, in fact, the language. Since August
1994, the "Loi Toubon" requires that all advertising, labeling, instructions and promotional
programs be in French. Consequently, it is strongly recommended that close contact with the

Commercial and Industry sections in the Embassy be arranging for local legal representation.

Sales Outlets: Major developments in the French household and furnishing textiles retail
trade consisted of growth in sales by specialized multiples (including interior department
stores) and non-specialized hyper and supermarkets, to the determent of independent
retailers. According to French national statistics, 5300 retail companies were in 2001
classifieds in the category of household and furnishing textiles. France possesses a diverse
and comprehensive retail network. From the largest department store chains to the smallest
individual proprietorships, French distribution channels are exhibiting several important
trends. Small- and medium-sized family-owned firms, which traditionally accounted for a
majority of French wholesale and retail trade, are rapidly losing ground to hypermarkets -
large retail outlets carrying a wide variety of products at discounted prices. At the same
time, mail order marketing and specialized chain stores have shown strong growth, further
demonstrating the changing needs and preferences of consumers, the primary retail channels

are described as follows:
1: Hypermarkets: Hypermarkets are self-service retail stores carrying 20,000-35,000 food

articles and 3,000-5,000 non-food articles at competitive prices. They are generally located

in suburbs, and cover at least 22,500 square feet each.
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2. Supermarkets: Also self-service retail stores, supermarkets are smaller versions of
hypermarkets. They usually carry 3,500-4,500 food articles and 500-1,500 non-food articles.
They generally cover 3,600-22,500 square feet. In 1994 there were 7,138 supermarkets,
employing 170,000 people. They generated a total of $61.4 billion in sales.

3: Convenience Stores: Convenience stores are generally self-service and carry a varied

assortment (7,000-10,000) of food and non-food articles.

4: Mail Order Marketing: The French market for mail-order consumer products are the
fourth largest in the world one out of two French households buys through mail order.
Textile products make up 46.1 percent of mail-order sales, books and records 13.8 percent,

and furniture and home decoration 10.7 percent.

5: Large Specialized Stores: Large specialized stores offer an extensive choice of goods in
a specific category at a competitive price and with an emphasis on customer service. With
over 10,000 stores of this type, this dynamic sector generates $18 billion in sales and
represents 56.3 percent of non-food retail sales. Furniture stores are the most numerous

(2,500), followed by do-it-yourself equipment stores (1,500).

6: Multi-Channel Retail Groups: The distinctions made above between hypermarket
chains, supermarket chains, etc. are becoming blurred. In the last several years, major
multi-channel retail groups have emerged, which own chains of different types of stores.
Pinault-Printemps and Nouvelles Galleries Reunies fall into this category, because they own

chains of specialty and convenience stores.

7: Central Buying Offices: In addition to contacting the largest store chains listed above,

introducing products via central buying agencies is an excellent distribution method.

|V: DEVELOPING AN EXPORT STRATEGY
The most common methods of exporting are indirect selling and direct selling. In indirect
selling, an export intermediary such as an export management company (EMC) or an export

trading company (ETC) normally assumes responsibility for finding overseas buyers, shipping
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products, and getting paid. In direct selling, the producer/the exporter deal directly with a
foreign buyer. The paramount consideration in determining whether to market indirectly or
directly is the level of resources a company is willing to devote to its international marketing
effort. Other factors to consider when deciding whether to market indirectly or directly
include:

% the size of the firm;

% the nature of the products;

+ previous export experience and expertise; and

+ business conditions in the selected overseas markets.
Assessing the perspective markets and related market variables is not enough in planning
and doing export business. This should be supplemented by also understanding of the trade
structure and the supply chain, which was explained in the part | report of this market
survey, and potential import or retail companies profile assessment. After the assessment of
internal capabilities ‘the exporters’ next duty is to determine the most suitable sales channel.
The usual considerations when choosing a foreign representative or distributor are listed
below. However, these factors may be tailored to the needs of individual companies and
product specifics. These considerations are:

+ Size of sales force

+ Sales records

*+ Territorial analysis
Product mix
Facilities and equipment
Marketing policies
Customers’ profile

Principals represented

FFEFEFEEE

Promotional thrust

These variables are the major considerations that should get attention while choosing sales
channels. It is also generally believed in marketing business that the selection and
determination of types and number of channels of distribution depends upon the type of the
export product whether it is consumers or business goods and also it is convenient or
shopping or specialty goods category. Goods like home and interior furnishing textiles
products are considered as shopping goods, i.e. a tangible product for which consumers want

to compare quality, price and perhaps style in several store before making a purchase
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decisions. The process of searching and comparing continues as long as the customer
believes that the potential benefits from a better purchase more than offset the addition time
and effort spent in shopping. With shopping goods, buying habits affect the distribution and
promotion strategies of both middlemen (as retail stores) and manufacturers. Shopping
goods manufacturers require fewer retail outlets because consumers are willing to look

around for what they want.

V: RECOMMENDATI ONS AND CONCLUSI ON

Having reviewed the market environment at the target market, this subsection gives the
recommendations of the best scenarios that may be adopted to go for the export market.
There is no restriction as to which option/scenario exporters out of the various scenarios
proposed in this sub section should pursue. Exporters however, have to assess their level of
commitment, risks, and control and profit potentials and thereby choose the option they

would like to take based on their own assessments.

The choice of foreign market entry strategy is likely to have a major impact on the export
performance overseas. As mentioned earlier each mode of entry has its associated levels of
commitment, risks, control and profit potentials. Most of the strategies described before in
this report are indirect exporting, direct exporting, licensing, joint ventures and direct
investment. The proposal is that Ethiopian exporters may pursue either or both the indirect
and direct exporting options. Once the handloom sector is well organized licensing, joint
ventures and direct investments may be pursued. To narrow down the proposal and to be
more specific, the direct exporting through a foreign-based agent/distributor is the best
option for Ethiopian exporters. This proposal has low risk of losing product information,
requires relatively low resources compared to others (direct investment/Joint venture/Own
staff exporting), and it does not require high controls. The other factors the affect our

choices of market entry method are:

1:External variables- Geocultural distance encourages independent modes, e.g. agents,
distributors

2:Buyers behavior-Piecemeal buying favors independent modes

3:Internal variables- Lack of adequate market information, uncertainty and perception of
high investment risk lead to the use of agents and distributors
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INDIRECT EXPORTI NG: This involves the use of independent organization within the exporters
domestic market. They include the following 1: Domestic-based export merchants {who take title
to the products and sell them abroad}, 2: Domestic — based export agents {who sell on behalf
the exporter but do not take title to products; agents are usually paid by commission}, 3:
Piggybacking, {where the exporter uses overseas distribution facilities of another producer} 4:
Cooperatives organizations {which act on behalf of a number of producers and are partly
controlled by them}. Indirect exporting has three advantages 1% the exporting organization is
domestically based, thus communication is easier than using foreign intermediary. 2™ investment
and risk are lower than setting up ones own sales and marketing facility. 3" use can be made of

the exporting organizations knowledge of selling abroad.

DI RECT EXPORTING: As exporters will grow more confidence they may decide to undertake
their own exporting task. This will involve the building up overseas contracts, undertaking
marketing research, handling documentation and designing marketing mix strategies. Direct
exporting modes include export through, foreign-based agents or distributors (independent

middle men), a domestic-based sales force, an overseas sales/marketing office or subsidiary.

Domestic — based sales representatives: The sales representative is an exporter employee;
which gives greater control of activities compared to independent middlemen can be expected.
This also shows a commitment to customers than the use of agents or distributors, these are
however, more appropriate for industrial market, where there are only few large customers who
require close contact with suppliers and where the size of orders justify the expense of foreign

travel.
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Overseas sales/ marketing office or Subsidiary: This option displays even greater customer
commitment than using domestic based sales representative, although the establishment of local
office requires a greater investment. However, the exporter may be perceived as an indigenous
supplier, improving its chances of market success. In some market where access to distribution
channels is limited, selling direct through an overseas office may be the only feasible way of

breaking into a new market.

For the country like ours, which contemplate exporting of handloom products for the first
time, there are many potential pitfalls. The anonymous writer has identified ten common
mistakes and ways of avoiding them. Exporting can be hazardous activity, particularly for
those doing it for the first time. Here are common errors and how to avoid them.

1 Error: failure to obtain qualified export advice and to develop an international marketing
plan before starting exporting activity.

Solution: seek qualified outside counseling

2 Error: inadequate commitment by top management to solve the initial problems and
provide the necessary financial requirements of exporting.

Solution: take a long-term view and be prepared to build a solid foundation, or do not get involved.
3 Error: careless choice of overseas agents or distributors.

Solution: carry out a personal evaluation of the people handling the account, the distributors
facilities and their management skills.

4 Error: chasing orders around the world instead of establishing a base for profitable
operations and orderly growth.

Solution: based on market attractiveness and company capability analysis, concentrate efforts in
one or two geographic area at first, and then move on the next selected geographic area.

5 Error: neglecting export markets when the home market booms.

Solution: consciously ensure that export markets receive due attention through making a long-term
commitment to export business.

6 Error: failure to treat international distributors on equal basis to domestic counterparts.
Solution: create partnerships with all key distributors and extend special discount offers, sales
incentives programs, special credit terms and shared advertising campaigns to them.

7 Error: unwillingness to modify products to meet customer preferences or regulations in
export market.

Solution: do not rely on distributors making the necessary changes. Madification should be made at
the factory to maintain distributor goodwill and ensure quality control.

8 Error: failure to print services, sales and guarantee messages into local languages.

Solution: employ foreign nationals to translate messages into local languages.
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9 Error: failure to consider the use of an export management company or other marketing
intermediary.

Solution: if the exporter does not have the people or capable to employ experienced export staff
engage a qualified intermediary.

10 Error: overlooking licensing or joint venture opportunities.

Solution: licensing or a joint venture agreement may be a simple, profitable means of avoiding
import restrictions, overcoming inadequate resources, or a too narrow product line in an otherwise

overseas market.

Though the export study and process is yet in a right way it is considered important that
these common mistakes be used to guide the process as such these mistakes are reproduced

above for the future reference and attentions.
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V: Profiles of potential buyers

This section gives profiles of seven major distributor/retailer companies in the EU, these are
IKEA, Habitat, Galeries Lafayette, Otto GmbH & Co KG, Marks & Spencer, Karstadt Qualle AG
and Debenhams. Though there exist many other distributor and retailers we are of the
opinion that these major companies be consulted initially for guidance and business

partnership due to enormous resources and experience they possess.

5.1 | KEA

| KEA International A/S

Box 640

SE 25 106 Helsingborg, Sweden

Phone: +46-42-267-100, Fax: +46-42-132-805
http://www.ikea.com

One of the world's top furniture retailers, IKEA International sells Scandinavian-style home
furnishings and other house wares in about 200 stores in 32 countries. To cut transportation
costs, IKEA uses flat packaging; customers assemble the products at home. The company
designs its own furniture, which is made by more than 2,000 suppliers in more than 50
countries. It also sells by mail order. An acronym for founder Ingvar Kamprad and his
boyhood home, Elmtaryd, Agunnaryd, IKEA began operating in Sweden in 1943. It is owned

by Kamprad's Netherlands-based charitable foundation, Stichting Ingka.

The IKEA Concept is based on offering a wide range of well designed, functional home
furnishing products at prices so low that as many people as possible will be able to afford
them. Rather than selling expensive home furnishings that only a few can buy, the IKEA
Concept makes it possible to serve the many by providing low-priced products that contribute
to helping more people live a better life at home. The IKEA Concept guides the way IKEA
products are designed, manufactured, transported, sold and assembled. All of these factors
contribute to transforming the IKEA Concept into a reality. The IKEA Concept began when
Ingvar Kamprad, an entrepreneur from the Smaland province in southern Sweden, had an
innovative idea. In Smaland, although the soil is thin and poor, the people have a reputation

for working hard, living frugally and making the most out of limited resources. So when
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Ingvar started his furniture business in the late 1940s, he applied the lessons he learned in
Smaland to the home furnishings market. Ingvar's innovative idea was to offer home
furnishing products of good function and design at prices much lower than competitors by
using simple cost-cutting solutions that did not affect the quality of products. Ingvar used
every opportunity to reduce costs, and he scraped and saved in every way possible - except

on ideas and quality. This is how the IKEA Concept began.

5.2 Habitat

Habitat

42-46 Princelet St., London

E1l 5LP, United Kingdom

Phone: +44-20-7614-5203, Fax: +44-20-7614-5200
http://www.habitat.net

Habitat, a global home furnishings retailer, operates nearly 75 stores in the UK, France,
Spain, and Germany. The company also franchises about a dozen stores in other countries.
The lkano Group, a holding company owned by |KEA founder Ingvar Kamprad and his family

control habitat.

5.3 Galeries Lafayette (Euronext Paris: GL)

Galeries Lafayette (Euronext Paris: GL)

40, Boulevard Haussmann

75009 Paris, France

Phone: +33-1-42-82-34-56, Fax: +33-1-42-82-80-05
http://www.galerieslafayette.com =

Fashion is not the only art on display at Galeries Lafayette. More than 70 Galeries Lafayette
and Nouvelle Galeries stores offer private-label and designer apparel under names such as
Christian LaCroix, Jean-Paul Gaultier, Valentino, and Yves Saint Laurent. Many stores also
feature restaurants. The company runs about 20 Bazar de I'H6tel de Ville (BHV, home
furnishings) stores and nearly 300 Monoprix and Prisunic hypermarkets, which sell groceries
and moderately priced clothing, furniture, and cosmetics. The LaSer (Lafayette Services)
division offers retailers expertise in consumer credit, computers, and e-commerce. The Meyer

and Moulin families, who helped build the company, own about 60% of Galeries Lafayette.
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5.4 Otto GmbH & Co KG

Otto GmbH & Co KG

Wandsbeker Strasse 3-7

2217 Hamburg, Germany

Phone: +49-40-64-61-0, Fax: +49-40-64-61-85-71
http://www.ottogroup.com =+

Otto GmbH & Co KG (formerly Otto Versand) has the mail-order business in the bag. The
world's largest mail-order company sells merchandise in about 20 countries through more
than 100 subsidiaries. Customers order through more than 600 print catalogs yearly, as well
as through CD-ROM catalogs and the Internet. The firm sells products ranging from clothing
to appliances to sporting goods. Otto also owns a majority stake in the Crate & Barrel house
wares chain, and it owns travel agencies in Germany. The company controls Actebis Holding,
a major computer distributor in Europe. The family of executive board chairman Michael Otto

owns the majority of the company and separately controls US catalog company Spiegel.

5.5 MARKS AND SPENCER

Marks and Spencer (M&S), the department stores sell mid-priced clothing, food, and
household items under the company's famous private label, the "very British" St. Michael
brand (found on items ranging from tweed jackets to marmalade). The UK's largest seller of
clothing, it has sold off most overseas operations in order to salvage its 330 M&S stores in
the UK. The company got rid of more than 220 Brooks Brother’s clothing stores in the US and
Asia (to Retail Brand Alliance, 2001) and its 18 M&S stores in France (to Galeries Lafayette,
2001). New York grocer Gristede's offered to pay $120 million for M&S's Kings Super Markets

chain, but in 2003 the company announced it does not plan to sell.

Contact I nformation

Address:

Michael House, Baker St.

London W1U 8EP, United Kingdom, Phone: +44-20-7935-4422, Fax: +44-20-7487-2679
Subsidiaries & Affiliates

Sector: Services

Kings Super Markets, Inc.

Industry: Retail (Department & Discount)

Marks and Spencer Financial Services plc

Top Competitors

ASDA Group Limited , NEXT plc , Tesco PLC (TSCDY.PK)
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5.6 Karstadt Quelle AG (German: KAR)

Karstadt Quelle AG (German: KAR)
Theodor-Althoff-Strasse 2

D-45133 Essen, Germany

Phone: +49-20-17271, Fax: +49-20-1727-5216
http://www.karstadtguelle.com

Seems like unification has caught on in Germany. Karstadt Quelle is the product of a merger
between Germany's biggest department store group, Karstadt, and #1 mail-order firm,
Quelle. It operates about 190 department stores (Karstadt, Hertie, Wertheim, Alsterhaus, and
KaDeWe) and about 295 specialty stores, including Runners Point and Golf House (sports
apparel), SinnLeffers and Wehmeyer (apparel), Schaulandt/Schirmann and WOM World of
Music (multimedia), and LeBuffet (restaurants). Karstadt Quelle is a leader in travel services
and has expanded into real estate and financial services. Schickedanz-Holding, owned by the

Riedel and Herl families, has a 36% stake in Karstadt Quelle.

From vision to reality

The history of the German retail trade is the history of Theodor Althoff and Rudolph Karstadt,
of Josef Neckermann, Gustav Schickedanz, and Oscar Tietz. These men shared the vision of
offering a variety of good quality products at the most affordable prices to as many people as
possible. And in doing so to eliminate the traditional boundaries between individual types of
retail. The dream came true: Today, they have department stores, which literally offer
everything under one roof, as well as mail order, whose catalogues open up a world of

possibilities never thought possible.

Corporate Profile

KarstadtQuelle AG is Europe's largest department store and mail order group:
Sales of € 15.3 billion in 2003

Earnings before taxes and amortization of goodwill (EBTA) of € 225 million in 2003
100,956 employees (Dec. 31, 2003)

Business Segments of the Group

Over-the-counter retail (45.7 % of salesin 2003)
Department stores
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Specialty stores

Mail order (52.2 % of sales in 2003)

Universal mail order

Specialty mail order

Services (9.4 % of sales in 2003)

B2B services (business with corporate customers)
B2C services (business with consumers)

Real estate (3.8 % of sales in 2003)

Property

Real estate services, Financing

Own brands in the KarstadtQuelle Group (Fashion/ Textiles): The KarstadtQuelle
Group is market leader in the German textiles segment. This positioning is supported by the
special function of the own brands in the Group companies' textile and fashion ranges. They
enable the Group to distinguish itself in the market, facilitate differentiation from competitors,
promote customer loyalty and are associated with higher margins, which increases profits.
However, customers do not differentiate between own brands and other brands. Brands
serve to provide customers with general orientation and thus perform an important
information and communication function. There are numerous own brands at the
KarstadtQuelle Group companies, and each one of them has a different orientation and

profile.

Needs and emotion: The people whom the brands appeal to - the target groups - can
evidently no longer be categorized in terms of fixed criteria such as age or income. Modern-
day consumers are defined in accordance with specific buying situations, which means that
purchases are driven by a combination of needs and emotion. This is why they decided to
orient their range of own brands on so-called ‘consumer themes' rather than on the target
group concept that prevailed in the past. This involved a thorough examination and
redefinition of their own brand range. Consistency and clarity are essential aspects of brand
positioning. They can only gain the confidence of their customers if we continually uphold the
brand values, which the companies in the KarstadtQuelle Group hope to profit from. Their
brands represent the claims that they make to their customers in respect of quality and

performance.

Obvious success: Some of the Group's own brands, such as 'Simone' or 'Webschatz' at

Quelle or 'Jirgen Michaelsen' at Neckermann, are exclusively available via a single
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distribution channel. These exclusive own brands reinforce the relevant umbrella brand, i.e.
Neckermann or Quelle, and make it unique. Other own brands are distributed via several
distribution channels. Successful examples of these are "Goood" and "desirée". The premium
lingerie and hosiery brand, "desirée", is sold over-the-counter at Karstadt and SinnLeffers, via

mail order at Quelle and also via the speciality catalogues, "Madeleine Mode" and "Privacy".

5.7 Debenhams

Debenhams plc
1 Welbeck St., London
W1G 0AA, United Kingdom, Phone: +44-20-7408-4444, Fax: +44-20-7408-3366

http://www.debenhams.com

Debenhams is Britain's favorite department store. With 104 stores across the UK and
Republic of Ireland, a home shopping catalogue and a groundbreaking website, they are
committed to offering their customers greater value, a wider choice and excellent service
across every area in which they trade. Debenhams has sat front-row to fashion for more than
two centuries. The stalwart retailer runs more than 100 department stores in the UK and
Ireland that sell women's, men's, and children's apparel; cosmetics; and house wares. It
targets customers in the 35-55-age range. Company brands (Casual Club, Red Herring, Maine
New England, Hyphen) account for about half of sales. Debenhams also offers a wedding gift
service and in-store restaurants and cafés. It is expanding through franchises in the Middle
East, a store in Malaysia (2003), and plans to enter Indonesia, Thailand, and China. Formerly
part of the Burton Group (now Arcadia Group), Debenhams was spun off in 1998 and in 2003

was bought by Baroness Retail.

Top Competitors
House of Fraser
John Lewis
Marks & Spencer
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VI: Trade Fair eventsin Target Countries

Trade Fairs, Exhibitions, Missions or other events can be an extremely effective tool for
businesses. They allow firms and other organizations to display products and services, keep
up to date with market trends, and make valuable contacts with prospective and existing
customers, agents and distributors. Exhibiting at overseas trade fairs is one of the most
effective ways for firms to test markets, attract customers, appoint agents or distributors,
meet wholesalers, carry out research and make sales. In recognition of these marketing
objectives some of the trade events related to home and interior furnishing textiles, which
will be held in Germany, France and the UK are listed here. Support should also be designed
to help firms gain initial exposure in new markets and is not intended as a continuing

subsidy. The main objectives of listing the trade events are: -

& to make the Government aware of the events and assist new exporters to become established
in markets abroad;
& to help more experienced exporters enter under exploited and newly emerging target markets;

and

& to facilitate the provision of support for smaller groups of exporters at niche events.

6.1 Germany

Here next are some of trade events (exhibitions) to be held in Germany by 2005.

Event Title Date Venue Locat Sector

ion
DOMOTEX 01/01/2005 Hanover Textiles, Interior Textiles & Carpets
HEIMTEXTI L 01/01/2005 Frankfurt Textiles, Interior Textiles & Carpets
INTERNATIONAL FURNI TURE 01/01/2005 Cologne Household Goods, Furniture &
SHOW Furnishings

World Trade Fair for Carpets 01/01/2005 Hannover Textiles, Interior Textiles & Carpets
and Floor Coverings
| GEDO/ CPD WOMAN.MAN 01/02/2005 Dusseldorf ~ Clothing, Footwear & Fashion

EUROSHOP 19/02/2005 Dusseldorf Business & Consumer Services

AMBIENTE 20/02/2005 Frankfurt Household Goods, Furniture &
Furnishings

6.2 The UK

Trade fairs and events to be held in the next year are listed partially selected according to
importance to the issues under survey. This list contained data on name of the fair, venue,

date of fair, the organizers and their addresses, which are considered to be important for
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exporters.

Creative Stitches & Hobby crafts Show Westpoint Exhibition C. Exeter 23 - 26 September
2004, International Craft & Hobby Fair Ltd 01425 272 711 Fax: 01425 279 369

Yours Magazine at the National Knit Stitch & Creative Needle Cra NEC Birmingham 30
September 2004 - 3 October 2004, Nationwide Exhibitions (UK) Ltd 0117 907 1000 Fax:
0117 907 1001

Scottish Quilt Championships Royal Highland Cent, Edinburgh 1 - 3 October 2020, Royal
Highland & Agricultural Society of Scotland 0131 335 6200 Fax: 0131 333 5236

Creative Stitches & Hobby crafts Show SECC Glasgow 22 - 24 October 2004, International
Craft & Hobby Fair Ltd 01425 272 711  Fax: 01425 279 369

Creative Stitches & Hobby crafts Show Cardiff International Arena 5 - 7 November 2004,
International Craft & Hobby Fair Ltd 01425 272 711  Fax: 01425 279 369

Knit Stitch & Creative Craft Show Sandown Exhibition Cent. Esher 20 - 23 January 2005,
Nationwide Exhibitions (UK) Ltd, 0117 907 1000 Fax: 0117 907 1001

NORTH WEST - Knit Stitch & Creative Craft Show G-MEX Centre, Manchester 4 - 6
February 2005, Nationwide Exhibitions (UK) Ltd, 0117 907 1000 Fax: 0117 907 1001
STITCHCRAFT - Knitting Sewing & Needlecraft Aberdeen Exhibition Centre 18 - 20
February 2005, Aberdeen Exhibition & Conference Centre 01224 824 824  Fax: 01224 825
276

Craft, Hobby & Stitch International NEC Birmingham 20 - 22 February 2005, International
Craft & Hobby Fair Ltd 01425 272 711  Fax: 01425 279 369

Sewing for Pleasure Exhibition NEC Birmingham 17 - 20 March 2005, International Craft &
Hobby Fair Ltd 01425 272 711  Fax: 01425 279 369

Hobby crafts Show NEC Birmingham 17 - 20 March 2005, International Craft & Hobby Fair
Ltd 01425272711 Fax: 01425 279 369

Knit Stitch & Creative Craft Show The King's Hall, Belfast 7 - 9 April 2005, Nationwide
Exhibitions (UK) Ltd, 0117 907 1000 Fax: 0117 907 1001

. SOUTH WEST - Knit Stitch & Creative Craft Show Shepton Mallett, Somerset 21 - 24 April

2005, Nationwide Exhibitions (UK) Ltd, 0117 907 1000 Fax: 0117 907 1001

The Performance Textiles Show Telford International Centre 1 March 2005 (1 day only),
The Performance Textile Association 01827 52337

South West Quilt Show WestPoint Exhibition C. Exeter 11 - 13 March 2005, Grosvenor
Exhibitions Ltd 01775 767400

6.3 FRANCE
Event Title Date Venue  Sector

Location
INDI GO 01/02/2005 Paris Textiles, Interior Textiles & Carpets
I nternational Exhibition of 01/02/200 Paris Textiles, Interior Textiles & Carpets
Creation and Design for Fashion 5
PREMI ERE VI SI ON 01/02/2005 Paris Textiles, Interior Textiles & Carpets
TISSU PREMI ER 01/02/2005 Lille Textiles, Interior Textiles & Carpets
TISSU PREMI ER 01/02/2005 Paris Textiles, Interior Textiles & Carpets
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VIl: Conclusions and Way forward

It is apparent from the foregoing that the potentials to go for the export market of
handlooms is high, the part one report concluded that the country produces assorted
handmade household and furnishing textiles that could be exported. Furthermore, certain
products that are highly demanded though not produced in the country may be easily
adopted. The same report revealed that there are high potentials for these products to be
exported to the European Union particularly in Germany, the UK and France. The analysis of
the market requirement revealed that for the year 2002, the volume of handloom textile
imported into the EU is 73.26 thousands tons valued at approximately 545 million Euros. This
is based on the findings that the share of handloom products out of the total household and
furnishing textiles imported into EU in year 2002 is 11%. However, the second approach
suggested 36%, the mean of the two results would mean that the share of handloom

definitely would be between 11% and 23.5 %.

The niche market has been found for table linen, curtains and other textile materials, these
have high demand and fetched higher and relatively stable prices; this suggests that the
export and production emphasis should go to these products. It has also been revealed that
Germany is the biggest market and that it offered premium prices over other countries in the

EU.

Though there are different ways of approaching the export to the new market, the direct
exporting through a foreign-based agent/distributor is the best option for Ethiopian exporters.
Profiles and contacts of potential buyers were identified; the initial move should therefore be
to initiate contacts yet in line with the proposed entry strategy. This report has identified
important trade fairs related events in the target market countries, efforts should be made to
attend some of these events as this will enable potential exports to display their products,
understand better the market environment and make valuable contacts with both the existing

and potential/prospective customers, agents and distributors.

There are a number of Tasks that should follow this study;

1% the formation of the Handloom Export Task Team (HETT) by the Ministry of Trade and
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Industries is crucial. The team should comprise members from MOTI, FeMSEDA, Addis Ababa
City Administration, handloom producers Associations and exporters though FeMSEDA given
its role under the MSE Development strategy should take a lead in this process. The Team
should be given clear TOR that has tight yet specified timeframe for the implementation of
the export strategy tactics and be equipped with adequate resources. Each party should

immediately prepare the Action plan, which should be followed and evaluated.

2"% it is crucial to establish the volume of the Ethiopian Exportable handlooms and organize
producers and would be export agents. The process also will establish the database of key

information to link all handloom stakeholders together.

3" after performing the external analysis as handloom exporters, there should be a clear
insight into the opportunities and threats of exporting our handloom products to selected EU
markets, then carry out the internal analysis reviews of strength and weaknesses of Ethiopian
handloom industry in terms of export marketing capabilities, finance, personnel, internal
organization, management, and infrastructures. The internal analysis should assess the
capabilities of the exporters company in different fields (production, logistics, marketing and
sales, finance and human resources {skills/resources}, competitive advantage) which are
necessary to compete effectively with international competitors, take advantage of the
opportunities that are identified in the target EU markets, deal with threats that are identified

in EU markets and comply with products, packaging and shipping requirements by the EU.

4™ Assess and determine all the supports and assistances required from the government and
investments required from the handloom enterprises and exporters. Establish the support and
interventions, which are required by producers. This will be best done if stakeholders are
involved to deliberate and decide; preferably in a way of a well organized regular forum and

meetings.

5" The time is due for initiating enquiries from the identified potential buyers and if possible

organizes meetings, visits and attends exhibitions. The MOTI and FeMSEDA should establish



the contact of agents, initiate contacts and link identified agents to exporters and producers.
The decision on price objectives and devising/ defining the Ethiopian products competitive
strategy i.e. differentiation of products features by high/low quality; high/low volume;
many/few varieties; high/low prices; convenience or any combination of the above is also

important.

The above efforts will definitely make handloom products export a wonderful testimony to
Ethiopian's rich and varied heritage. This will enable this industry to proudly command an
enviable portion in the world market. With creativity being the hallmark of our work, Ethiopia
will offer a rich blend of the traditional hand made products. So here is an opportunity to tap
a hitherto new market by bringing the rich taste of Ethiopian tradition into the world over and

further enlivening their interiors.
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