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Textiles Africa. Tanzanian and Kenyan textiles and apparel firms lie on a spectrum in terms of their engagement with
Apparel national, regional and global value chains (NVCs, RVCs and GVCs), with outcomes varying with value chain

directionality. GVC firms focus on a narrow range of lower-value functions (mostly garment assembly) while RVC
and NVC firms perform a wider range of functions including vertical integration to textile manufacture and
higher-value activities such as design and branding, but cases of functional upgrading were rare in all groups.
GVC firms were closer to the technological frontier, but RVC and NVC firms were similarly engaged in process
upgrading. GVC firms tended to have more complex products than RVC and NVC firms, and only GVC firms had
recently engaged in product upgrading. Crucially, results in the area of end market upgrading confirmed the
hypothesis that RVCs have the potential to serve as ‘learning grounds’, or ‘stepping stones’ to more demanding
but potentially lucrative global markets. In other outcomes, GVCs appear to offer greater prospects for rapid
employment generation but RVCs and NVCs tend to favour backward integration by incorporating more locally

East Africa

sourced inputs.

1. Introduction

With increasing scepticism towards the idea that integration into
global value chains (GVCs) can support broad based development, there
are hopes that regional value chains (RVCs) and national value chains
(NVCs) can be viable alternatives. The textiles and apparel (T&A) sector
has historically been an important strategic manufacturing sector, but
the potential for T&A GVCs to support structural transformation in low
and lower middle-income countries (LLMICs) today is in question
(Morris et al., 2016; Whitfield et al., 2020). The fragility of T&A GVCs
was highlighted by the Covid-19 pandemic when orders were cancelled,
factories closed and workers fired, but there is evidence that T& A RVCs
were more resilient (Pasquali and Godfrey, 2022). This paper explores
whether RVCs offer comparable prospects for industrial upgrading to
GVCs and NVCs, based on a case study of the textiles and apparel (T&A)
sector in East Africa. We present the results of a firm survey carried out
in Tanzania and Kenya which asked firms about the production and
technology functions performed and upgrading outcomes achieved

along different NVCs, RVCs and GVCs.

In presenting and analysing the survey findings, this paper in-
troduces and tests the concept of ‘value chain directionality’. This
concept is aimed at capturing a firm’s orientation to different value
chains, pointing not only towards the nationality of input and output
markets but also the characteristics of buyers/sellers and the nature of
business relationships. We argue that in assessing drivers of firm out-
comes, value chain directionality so defined should be considered
independently from other features of value chains and their governance
(such as ownership, embeddedness etc.).

The fact that ‘what firms export matters’ is well established in the
literature (e.g. Hausmann et al., 2007); indeed, the idea that exporting
certain products has a different impact on firms (and countries) in terms
of value addition or productivity was also integrated in the GVC
framework by considering the scope for value addition and innovation
in different value chain segments (Gereffi, 2018). In her study of the East
Asian miracle, Alice Amsden (1986) also highlighted that the direction
of trade or ‘trade directionality’ matters, i.e. the destination of exports is
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an important factor underlying processes of structural transformation in
late industrialisers, with greater ‘learning effects’ expected from South-
South trade.

Updating the concept of trade directionality for the contemporary
era of globalised production characterised by a shift from GVCs to RVCs
and NVCs (Horner and Nadvi, 2018), we find that firms’ orientation to
different value chains (which capture buyer and seller characteristics
regarding input sourcing as well as end markets for finished products,
including domestic markets), has distinct but similarly important im-
plications for development strategies and outcomes. In a nutshell, we
could say that both ‘what’ and ‘where’ you export matter, but also ‘to
whom a firm sells” downstream and ‘from whom a firm buys’ their in-
puts upstream matter.

The next sections advance the concept of value chain directionality
and frame it within related literature for the T&A sector specifically,
after which the results of the firm survey are described and analysed.
Survey results are organised primarily by upgrading type — end market,
functional, product and process — to allow an ongoing systematic com-
parison of outcomes across NVCs, RVCs and GVCs and therefore explore
the importance of value chain directionality. It is argued that although
value chain directionality intersects with other aspects of value chain
governance, such an analysis brings new insights to bear on why firms
pursue the upgrading strategies observed.

2. Value chain directionality

Mainstream development thinking continues to promote insertion
into GVC as a one-size-fits-all pathway to development (World Bank,
2020), which contrasts with the actual strategies of successful East Asian
countries to build domestic productive capabilities in NVCs through
import substitution while at the same time strategically integrating into
RVCs and GVCs through export promotion (Chang 1994, Chang and
Andreoni, 2020). Debates about the developmental value of trade with
different partners is related to foundational questions in economics
around the benefits of trading different products, and whether the real
‘engine of growth’ is trade or industry (Reinert, 2007). While Ricardian
classical and neoclassical economists are largely commodity blind
(indifferent about exporting ‘potato chips or computer chips’), struc-
turalists and developmentalist scholars highlight the deterioration of the
terms of trade of ex-colonies in the global periphery with respect to
advanced capitalist countries, linked to their specialisation in the pro-
duction of primary commodities and manufactured goods respectively,
and the need for industrialisation in the periphery (e.g. Prebisch, 1959;
Hausmann et al., 2007). These arguments along with the global reces-
sion in the mid-1970s led to an increased policy focus on the potential
benefits of “South-South” cooperation and especially trade between
LDCs, since this is more likely to be composed of manufactures, instead
of the South relying on primary commodity exports to the global North
(Lewis, 1980; Havrylyshyn, 1987).

Arguments for the benefits of South-South trade depend on the
product composition of exports, and the extent to which they allow for
learning, skill development and growth in technological and organiza-
tional capabilities. In the 1980s these debates took place between neo-
classical researchers at the World Bank on one side and
‘developmentalist’ scholars like Alice Amsden and Sanjaya Lall on the
other (Havrylyshyn, 1987; Amsden, 1986). They generally agreed that
South-South trade was more capital intensive than South-North trade
but interpretations differed — neoclassicals worried it was an inefficient
result of misguided import substitution policies, while devel-
opmentalists saw potential for gains from dynamic comparative
advantage. In particular, Amsden (1986) highlighted the importance for
East Asian developers (e.g. Japan and South Korea) of South-South trade
being more skill-intensive than South-North trade, which offers dynamic
gains through ‘learning effects’, i.e. the tacit skills and knowledge that
can only be acquired through the production process itself, also known
as technological and organizational capabilities (Lall, 1987).
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The product composition of exports — ‘what you export’ — underpins
the significance of trade directionality — ‘where you export’; however,
the two are also interdependent as specialisation in the production of
certain goods is itself a function of the scale, composition and quality of
demand in different export markets. This is at the centre of Amsden’s
trade directionality idea. Exports are prioritised in many development
strategies because they expand the ‘extent of the market’ and the po-
tential for engaging in increasing returns activities — hence different
forms of learning in production by exporting (Chang and Andreoni,
2020). However, the shift in global demand dynamism from North to
South in recent decades can result in greater demand for cheaper, un-
differentiated goods with generally lower quality standards (see
Kaplinsky & Farooki, 2010). Moreover, while early contributions had
mainly looked at value chains involving export markets, there is an
increasing attention to the role of domestic demand and national value
chains as sources of learning (Wolf, 2022; Gray, 2018). While the quality
and quantity of domestic demand is often lower, in some sectors and for
some products, domestic manufacturers have been exposed to high level
of competition from imported products and have responded to such
competitive pressure with improved products and standards (Torreg-
giani and Andreoni, 2023). Hence while learning by exporting remains
central, learning from competitive pressure from imports also matters.

More recent work on the new geography of global trade calls for in-
depth sectoral research to investigate how the context of multiple
overlapping value chains impacts developmental prospects and, specif-
ically, firms’ learning (Horner and Nadvi, 2018). Furthermore, evidence
points to imports from Southern countries contributing to greater di-
versity of manufactured exports (Amighini and Sanfilippo, 2014), sug-
gesting the need for analytical attention not only ‘forwards’ in value
chains to end markets but also ‘backwards’ to how procurement of in-
puts from different sources affects upgrading outcomes. This perspective
is also corroborated by contributions emphasising how sustained
upgrading is the result of several interdependent learning processes at
the firm and inter-firm level whereby learning in one stage of the value
chain unlocks opportunities for further and different types of upgrading
in complementary stages and firms (Andreoni, 2014, 2019). In this
sense, looking at ‘value chain directionality’ provides a more compre-
hensive account of the interdependent learning processes and conditions
underpinning upgrading of firms operating simultaneously and
sequentially along different NVCs, RVCs and GVCs.

These considerations reinforce the need to look beyond trade
directionality — the destination of exports — to value chain directionality,
capturing inputs and outputs as well as buyer-seller relationships, and
being more suited to contemporary globalised production and the ten-
dency for firm engagement in different value chains simultaneously and
sequentially. This paper argues that the value chain directionality of
firms has important implications for their learning, upgrading outcomes
and capability development, and can be analysed independently from
other firm characteristics such as age, embeddedness and ownership.

3. Upgrading in African textiles and apparel value chains

The stages of transformation of fibre to clothing are fragmented
internationally, with early case studies in the GVC literature focusing on
T&A to explore value chain governance and trajectories of upgrading
(Gereffi 1994, 1999). Textiles is generally viewed as a capital and skill-
intensive sector, while apparel is more labour intensive with skill-
intensity increasing through the ideal-type functional upgrading tra-
jectory in GVCs from basic garment assembly (‘cut, make and trim’ -
CMT) to the addition of input sourcing to provide a ‘full package’ service
(FOB/OEM) and eventually design (ODM) and branding (OBM) (Gereffi,
1999; Bair and Gereffi, 2003). This builds on earlier accounts of the
‘stages of exporting’ through which low and lower middle-income
country (LLMIC) firms may pass from assembly to own-brand manu-
facture (Wortzel and Wortzel, 1981). Functional upgrading is closely
linked to the acquisition and deepening of technological capabilities, as
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shown in Whitfield and Staritz’ (2021b) matrix mapping upgrading
trajectories to capability categories.

Early studies of developing country firms participating in GVCs cast
doubt on the applicability of the ideal-type upgrading trajectory,
because while buyers support product and process upgrading by sup-
pliers, functional upgrading is prevented since control of marketing,
branding and often design is central to their business models (Schmitz
and Knorringa, 2000). More recent studies corroborate these findings,
with most LLMIC firms in GVCs focusing on garment assembly with little
involvement in design, marketing or branding for global markets
(Morris et al., 2016; Whitfield and Staritz, 2021a, 2021b).

Several further criticisms of T&A value chain studies guide this
research and survey design. First, studies tend to assume that firms
operate in a single value chain serving a single end market, neglecting
the potential for firms to engage simultaneously with multiple value
chains and serve different end markets across regions (Navas-Aleman,
2011). Second, the study of GVCs has resulted in a preoccupation with
exporting firms, despite evidence that firms carry out higher value
functions in NVCs serving domestic markets (Bazan and Navas-Aleman,
2004). Third, measuring firm performance using upgrading outcomes
alone is limiting because upgrading and even the development of tech-
nological capabilities need not be accompanied by greater surplus
generation or capture in GVCs, with strategic downgrading sometimes
preferred by profit-seeking firms (Tokatli 2013).

Evidence from the T&A sector suggests that value chain direction-
ality has significant implications for learning effects and upgrading
outcomes. It is well documented that T&A firms often fulfil different
value chain functions — with differing levels of skill intensity — for
different end markets (Pickles et al 2006). Studies of apparel GVCs have
long found different end markets in the global North to offer distinct
upgrading opportunities (Palpacuer et al. 2005), but here we aim to
contribute to the emerging literature on the implications for structural
transformation of value chain regionalisation in the South (Morris et al.,
2016).

The apparel sector in Africa has typically been seen through a GVC
lens — as a platform to gain access to US and EU markets — with NVCs and
RVCs neglected. A recent research project on technological capabilities
in Ethiopia’s apparel sector focused on exporting firms despite
acknowledging the significant domestic market there (Whitfield and
Staritz, 2021b). Research has also not sufficiently explored whether
African T&A firms engage in multiple value chains simultaneously, or
the extent to which the domestic market can provide an impetus for
upgrading.

T&A RVCs within Sub-Saharan Africa (SSA) have received little
direct attention, but several studies compare regional, transnational and
indigenous investors on value chain governance and upgrading out-
comes (Morris et al 2016). Although investor nationality does not al-
ways correlate with end market, in cases where regional investors serve
regional end markets this research provides insights into RVCs. In
Lesotho and Swaziland, improved upgrading outcomes were found
among firms oriented to the South African market compared to the USA,
mediated by ownership and the ‘embeddedness’ of investors (Morris
et al., 2016).

4. Description of survey and results

A survey was designed to assess firm performance and upgrading in
the East African T&A sector, with three distinguishing features. First,
unlike most surveys of African T&A firms we did not focus exclusively on
exporters, also including firms principally oriented to the domestic
market. Second, instead of assuming firms engage primarily in a single
value chain, we asked firms about their engagement with multiple value
chains at the domestic, regional and global levels simultaneously and
over time. Third, we ‘unbundled’ the usual packages of functions found
in the T&A literature (CMT, FOB, OBM, etc.) and look beyond apparel
manufacture to establish the functions performed for each end market.
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Because of the high degree of vertical integration in East Africa,
functions across the T&A value chain were included, from spinning,
knitting and weaving to garment assembly and various finishing and
value-adding processes such as printing, embroidery and washing.
While most ‘T&A’ sector studies focus exclusively on apparel, we also
include firms making textiles and fabric products. Non-production ac-
tivities typically seen as adding more value were also covered such as
sampling, input sourcing, design, branding and distribution (see
Table 2). These were treated separately to avoid the “indiscriminate
lumping together of such high value-added activities” commonplace in
T&A studies (Tokatli, 2013). The columns ‘Set-up’ and ‘Product groups’
in Table 1 indicate the extent of vertical integration from textile only (for
example ‘Fp’ or ‘Y’ indicate processed fabrics or yarn respectively), to
integrated (i.e. textiles and apparel products) and those specialising in
apparel assembly only.

Four upgrading channels were considered in the analysis: function,
product, process and end market (Humphrey and Schmitz, 2000; Fred-
erick and Staritz, 2012)." Functional upgrading is defined as the recent
commencement of a higher value-adding activity or vertical integration
process, while functional downgrading is when such an activity is
ceased, or when a lower value function is started. Product upgrading
(downgrading) is achieved by an overall shift towards more (less)
complex products, as judged by interviewees and verified by the re-
searchers where possible. Process upgrading is found when firms re-
ported recent investments in new technologies or organisational
approaches. End market upgrading — a partial change in value chain
directionality — occurred when a company reported having recently
started selling to a ‘higher value’ end market (or buyer, to fit with our
definition of value chain directionality), with end market downgrading
being either the withdrawal from such a market/buyer or when starting
to sell to a ‘lower value’ end market or buyer — as defined in Section 5.1.
The timeframe for ‘recent’ upgrading was loosely defines as the last 3-5
years but significant changes that happened earlier are also included and
flagged in the analysis. Upgrading cases were identified during semi-
structured interviews based on the definitions given here.

To avoid over reliance on the concept of upgrading, additional
measures of firm performance and social outcomes were included,
namely capacity utilisation and employment, with more sensitive sales,
profit and wage data not available for the whole sample. The extent to
which firms made linkages to the broader economy is captured through
questions on local content. General information was also collected about
ownership and firm history to contextualise findings.

The EAC has made major progress in regional integration and has a
policy focus on T&A, yet no studies have looked in-depth at the potential
of RVCs and NVCs there. Tanzania and Kenya have the most developed
T&A sectors, together accounting for almost all EAC exports of apparel
products. Our exploratory survey was carried out in 2019, covering all 8
large T&A firms operating in Tanzania along with 11 of the 19 large
firms operating in Kenya. Large firms were the focus because of their
industrial nature and disproportionate economic importance, with
official data showing that in recent years the 8 largest Tanzanian T&A
firms — each employing over 500 employees — contributed nearly two-
thirds of sector value added and 70% of employment (Boys and
Andreoni, 2020). The sample in Kenya was chosen to be representative
of the population of large T&A firms (in terms of their ownership, value
chain directionality, functions etc.) and also based on the availability of
managers. Most (6) of the large Kenyan firms not surveyed were foreign
owned CMT-focused apparel manufacturers operating in EPZs, a group
which was anyway well represented in the survey. Several Tanzanian
and Kenyan ‘firms’ in our sample consist of multiple legal entities across
multiple factories and sites, but when managed as integrated businesses

! Inter-sectoral/chain upgrading was considered through questions about the
business or parent group, but little was found. Supply chain upgrading (e.g.
vertical integration) is considered as a type of functional upgrading.



Table 1

Firm characteristics, value chain directionality and outcomes.
General characteristics Input sourcing by market Outcomes and products Sales by market (%) Up/ downgrade outcomes
D Country Ownership Decade est. EPZ Set-up National Regional Global Employees Cap. Ut'n Product groups National Regional Global Function Product Process Market
1 T L 1960s - Textile C - D 500 35 FpY 96 4 - - - 1 1
2 K Lg 1950s - Integrated C C Ys T 1765 70 FpAY 920 5 5 - - 1 -
3 K L 1950s - Textile C CYs Ys 650 60 Fp 90 10 - - - 1 -
4 T Lg 1980s - Integrated C - Ys 2600 70 FpFiA 85 14 1 1 - - -
5 K L 1970s - Integrated - - Ys S 1530 85 FpAY 80 20 - - - 1 -
6 K L 1970s - Textile Yc Yc Ys D 200 75 Fp 75 25 - l - 1 !
7 K L 1970s - Apparel Ye - Ys 425 40 A 70 27 2 - - 1 1
8 K L-P 1970s - Integrated C C S 700 30 FpFiYA 60 40 - - - 1
9 T Lg 1960s - Textile C - D 1900 42 Fp 60 40 - - - T -
10 T Lg 1960s - Apparel - Y YT 1200 60 A 50 50 1 - - 1 1
11 T L 1960s - Integrated C C YT 2500 100 AFpFiY 25 71 4 - - -
12 K L 2010s v Apparel - - All 320 75 A 10 - 90 1 1
13 T Fc 2010s v Textile C - - 150 50 Y - - 100 - - -
14 T Fc 2010s v Apparel P - FT 2560 91 A - - 100 - - 1 -
15 T Fc 2000s v Apparel - - All 2550 85 A - - 100 - 1 1 -
16 K Fi 2010s v Apparel - - All 2000 90 A - - 100 - 1 - -
17 K Fec 2010s v Apparel - - All 6000 100 A - - 100 - - 1 -
18 K Mi 2000s 4 Apparel P - FT 2500 100 A - - 100 - - T -
19 K Fc 2000s v Apparel - - All 6690 100 A - - 100 - 1 -

Notes:

e Country - T: Tanzania, K: Kenya.

e Ownership - L: local; Lg: part of locally owned business group; P: Publicly owned; Fc: Foreign company; Fi: Foreign individual; Mi: mixed (foreign and local) individuals.

e Input sourcing: C: cotton, Y: yarn (of any fibre) Ys: yarn (synthetic), Yc: yarn (cotton), P: packaging, F: fabric, T: trims (zips, buttons, etc.), S: synthetic fibre, D: Dyes, All: all inputs for apparel manufacture (fabrics, trims,
threads, packaging, etc.).

e CU: capacity utilization, average for 2018, %.

e Product groups (listed by share of sales): A: apparel, Fi: fabric (intermediate/unfinished/greige/grey), Fp: fabric (processed - kanga & kitenge, bedsheets, etc.), Y: yarn.

e Sales by market, share of total (%). National (Kenya or Tanzania), regional (sub-Saharan Africa), global (elsewhere).

o Percentages do not sum to 100 due to rounding.
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Table 2
Value chain functions and markets served.
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Backward integration functions

Apparel and fabric value chain functions by end market

ID Spin Knit/fin. Weave/fin. Design Sample Input source Cut/sew/fin. Print Embroidery Wash Brand Distribution
1 NR - N N N N - N - N N N
2 NR NR NR NR NR NR NR NR NR NR NR N
3 NR - NR NR NR NR - NR - NR NR -
4 NRG N NR NR NR NR NR - N N N
5 NR NR NR NR NR NR NR NR NR NR -
6 - NR - - - NR - - - - NR -
7 - NRG NRG NR NRG NRG NRG NRG NRG NRG NR -
8 NR - NR NR NR NR N NR NR NR NR -
9 NR - NR NR NR NR - NR NR NR NR N
10 - NRG - N NRG NRG NRG NRG NRG - N -
11 NRG NRG NR NG NRG NRG NRG NR NRG N NG N
12 - - - - NG NG NG NG NG - - -
13 G - - - - G - - - - - -
14 - - - - G - G - G G - -
15 - - - - - - G - - - - -
16 - - - - G - G - G G - -
17 - - - - G - G - G - - -
18 - - - - G G G G G - -
19 - - - - - - G G G G - -

Notes: All functions (backward integration, apparel and fabric) are those performed ‘in-house’ by the firm surveyed. N, R, G mean that function is performed for NVCs,

RVCs and GVCs respectively.

they are treated as single firms. Most interviewees were with the CEQ/
director and/or senior managers overseeing production, marketing etc.
as relevant to the questions asked.

Tables 1 and 2 present the survey data, listing firms according to
their value chain directionality, i.e. their engagement with different
types of value chains at the national, regional and global level. This
categorisation is based on firms’ input sourcing and output sales by end
market, along with qualitative data about firm history and strategy.
Firms 1-5 are overwhelmingly oriented to domestic markets/buyers for
both inputs and outputs, so are labelled ‘NVC firms’, with their sales in
regional and global markets being incidental and not forming a core part
of their strategy. In contrast, regional sourcing and/or sales are essential
to the strategies of Firms 6-11, so these are denominated ‘RVC firms’
even though they also maintain a strong foothold in domestic markets,
especially for lower value products. Although Firms 6 and 7 sell only
around one quarter of outputs regionally, they both re-oriented their
exports from global to regional markets so the latter are crucial to their
strategy. Firms 12-19 can be straightforwardly termed ‘GVC firms’ due
to their global market orientation for inputs and outputs, a business
model usually characterised by foreign ownership and location in EPZs.

5. Upgrading and value chain directionality
5.1. Buyers, inputs and end market upgrading

This section examines the nature of the different value chains to
which the firms surveyed were oriented, in terms of the characteristics of
buyers and sellers of outputs and inputs respectively. The importance of
the ‘forward-facing’ aspect of value chain directionality is reflected in
the upgrading literature on lead firms — mostly buyers — and end market
(or ‘channel’) upgrading, where T&A value chains are characterised as
‘buyer-driven’ with different end markets offering distinct upgrading
opportunities (Gereffi, 1994; Palpacuer et al. 2005; Gibbon 2008). This
research examines which end markets offer the greatest potential for
value creation, capture and upgrading, but from the perspective of firms
a change of end market is associated with a judgement as to the strategic
benefits it offers, which is the approach taken here. We therefore do not
assume that global markets necessarily offer ‘higher value’ to suppliers,
since the nature of GVCs — and arguably their purpose - is to squeeze
supplier margins.

Due to their insertion into ‘triangular’ manufacturing networks, GVC
firms formed a clearly distinct group among those surveyed, located in

EPZs and exporting almost all their production to the USA duty free
under AGOA. The only exceptions were locally owned Firm 12 which
maintained a small share of domestic sales (10%), and the spinning mill
(Firm 13) which exported all its yarn to China. For GVC firms owned by
foreign companies, links with buyers were managed by the parent
company, with buyers including major retailers and owners of brands
including Lee, Wrangler, Dickies, Levi’s etc. For GVC firms with other
forms of ownership, links to buyers were either direct or through agents,
with products including branded items and more generic lines such as
uniforms.

RVC and NVC firms combine sales in domestic and regional markets,
with no obvious sales threshold distinguishing the two groups, however
regional markets were strategically important to Firms 6-11 (our ‘RVC
firms’), with 25% or more of sales in the region. Kenyan firms were
overall more NVC-oriented while Tanzanian firms were more RVC-
oriented, reflecting the larger size of the domestic market in Kenya
and Tanzania’s duty-free access to the high-value South African markets
via the SADC (Southern African Development Community) FTA (free
trade area). Tanzanian RVC firms were more oriented to SADC countries
(particularly South Africa but also Mozambique and others) while
Kenyan RVC firms exported to EAC countries and DRC. South African
buyers were retailers such as Edcon/Edgars, who govern RVCs origi-
nating in Tanzania with more arm’s length/contractual arrangements
than in Lesotho and Swaziland where they directly own production fa-
cilities (Morris et al., 2016). For other SSA countries, buyers were mostly
distributors and wholesalers with market-based governance
arrangements.

The survey results suggest that RVCs have the potential to enable end
market upgrading, serving as “stepping stones” to enter GVCs (Franssen,
2020). Three cases of end market upgrading were found, the most
notable being Tanzanian RVC Firm 10 which was in the process of
shifting its export focus from South Africa to the USA. For the firm this
was clearly end market upgrading because meeting the stricter product
quality and consistency requirements of US buyers required investment
in improved production processes, however it was too early to judge the
long term profitability of this strategic decision and whether price
pressure due to asymmetric governance will limit developmental po-
tential. Since buyer characteristics are defining features of value chains
and a core part of the concept of value chain directionality, this case
shows the importance of the latter concept in driving upgrading out-
comes. Tanzanian ownership was important for this upgrading to have
occurred; by contrast the South African-owned manufacturers in
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Lesotho and Swaziland have been set up to serve the South African
market, making end market upgrading unlikely (Morris et al., 2016).
Locally owned GVC-oriented Firm 12 also exported to South Africa,
albeit only briefly, before turning to the US market which it saw as of-
fering higher volumes and potential profits. NVC-oriented Firm 1
recently started exporting yarn to the regional market but only for a very
small proportion of sales, more as an outlet for surplus produce than as a
‘stepping stone’ to GVCs, but still a potential high-value opportunity in
the medium-term.

There were two cases of end market downgrading, driven by changes
in the global trade policy regime and concomitant reduced competi-
tiveness. Kenyan Firms 6 and 7 both exported to EU retailers in the
1990s and 2000s, but after the phase out of quotas under the Multi-Fiber
Arrangement (MFA) they lost market share to Asian (especially Chinese)
producers and had to downgrade to what they saw as lower value
regional markets. Rather than being a case of ‘strategic downgrading’
(Ponte and Ewert, 2009) or even ‘strategic diversification’ (Barrientos
et al.,, 2016) this is simply a case of exclusion from global markets
following the removal of a policy rent. Nevertheless, these cases suggest
that even relatively weakly protected domestic markets/NVCs can be
more lucrative than GVCs if rents in global markets are diminished due
to changing trade regimes.

Firms were asked about opportunities in different end markets, with
global markets (especially US and EU lead firms) seen as the most
demanding and profitable to serve because although major buyers have
power to squeeze supplier margins, they can also place consistently
bigger orders which are seen as paying off over time. Relative percep-
tions of regional and domestic markets varied with income levels,
market access and degree of protection. Tanzanian firms preferred
regional markets because of access to higher-income South Africa and
Kenya under SADC and the EAC respectively, particularly vertically
integrated apparel producers eligible under SADC’s double trans-
formation Rules of Origin to export duty free to South Africa. These firms
had developed supply links to South African retailers serving higher-
value, ‘middle-class’ market segments with relatively demanding qual-
ity standards for the region. For other Tanzanian firms focused on pro-
cessed fabrics, regional markets (e.g. Mozambique) were on a par with
the domestic market in terms of profitability and quality requirements,
but some were unable to compete in neighbours with particularly high
levels of import penetration (e.g. Zambia). For Kenyan firms, tariff
barriers with South Africa make direct, formal exports there prohibi-
tively expensive, and most other African country markets have lower
incomes per capita than Kenya. NVCs are often therefore seen as more
demanding and attractive to enter than RVCs for Kenyan firms, yet buyer
type is critical, with Kenyan department stores the most demanding lead
firm in NVCs while Kenyan wholesalers are on a par with counterparts in
DRC, Tanzania, Zambia, Malawi etc. Overall, for any given market
segment, expectations and quality standards are similar across the re-
gion and rising due to the availability of highly competitive goods im-
ported from global markets.

Just as the end markets of value chains have implications for
upgrading, so too do the source markets for inputs and the character-
istics of buyer-seller links. Policymakers are highly concerned with the
amount of local content in finished products, i.e. the extent to which
manufacturers develop backward linkages within local production sys-
tems. NVC and RVC firms were far more likely to source inputs —
particularly cotton — from their own and neighbouring countries,
meaning they are truly NVC and RVC oriented in both inputs and out-
puts. This is due to firms in these groups being vertically integrated, with
cotton lint a key input to their spinning operations and available locally
through a large number of ginners and traders. There was a tendency
towards domestic rather than regional sourcing of cotton, especially in
Tanzania where availability is greater, but overall most firms engaged in
spinning also sourced cotton regionally (mainly from Uganda). Several
firms also sourced synthetic yarn at the regional level, spun from im-
ported inputs. GVC garment assemblers sourced negligible inputs
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locally, only packaging in a couple of cases, due to the requirement of
global buyers that their suppliers use specific inputs to achieve product
consistency, and the unavailability locally of appropriate fabrics and
trims meeting international standards. Supporting this explanation, GVC
firms pointed to the strong incentives they face to source locally wher-
ever possible as it would allow lead times to be dramatically reduced, a
major priority of buyers. The concept of upgrading with respect to input
sourcing has not been developed in the literature, but from our in-
terviews might be linked to sourcing higher quality inputs more locally.
In any case, few changes in input sourcing strategies were reported, as
the availability of local inputs has not recently changed. Nevertheless,
the availability of cotton locally critically underpins the prospects for
vertically integrated NVC and RVC firms’ business and upgrading
strategies.

5.2. Functions and functional upgrading

The functions carried out by firms largely determines the benefits
they gain from value chains, so functional upgrading towards higher
value activities (like design and branding) is often a key objective
(Humphrey and Schmitz, 2000). Functional range is linked to gover-
nance arrangements, e.g. whether buyers or suppliers have more relative
power, and the types of market and non-market coordination observed
(Gereffi et al., 2005). In T&A GVCs, changing trade policy regimes have
resulted in ‘triangular’ manufacturing arrangements whereby US and EU
lead firms retain overall dominance but outsource production to
increasingly powerful first-tier suppliers in East Asia, who often carry
out manufacturing in LLMIC subsidiaries to benefit from preferential
market access (Pickles et al., 2015). Scepticism about the potential for
LLMIC suppliers to functionally upgrade in T&A GVCs, e.g. due to
endogenous power asymmetries (Milberg and Winkler, 2013), is a
motivation underlying research on NVCs and RVCs. This section argues
that value chain directionality is a key aspect of governance impacting
functional range and upgrading outcomes.

The survey results in Table 2 show that NVC and RVC firms carry out
a much greater range of functions — from input manufacture to design
and branding — across end markets than GVC firms. The findings on
functional range corroborate for East African LLMICs what has previ-
ously been found in higher-income regions, e.g. in Brazil (Bazan and
Navas-Aleman, 2004). Nevertheless recent changes in functional range
were rare in our sample, with only two upgrading cases and one
downgrading. For NVC and RVC firms, all established between 1950 and
1980, this may reflect inertia, especially for those with low rates of ca-
pacity utilization. The disappointing functional upgrading performance
of RVC firms is concerning for policymakers hoping that RVCs can
support industrial upgrading and industrialization within mega-FTAs
such as AfCFTA.

For garment and fabric production, GVC firms performed the nar-
rowest range of functions followed by RVC and NVC firms. All NVC and
RVC oriented firms were vertically integrated (spinning, knitting or
weaving), while only one GVC firm was. Furthermore NVC firms were all
fully vertically integrated, i.e. both spinning yarn and knitting or
weaving fabric), while half of RVC firms were. NVC and RVC firms also
mostly offered the full range of auxiliary value-addition services
(printing, embroidery, washing, etc.) relevant to their products. Of the 7
GVC apparel manufacturers, one was CMT only, with the rest also
embroidering (6 firms), sampling (5), washing (4) and printing (3). The
importance of these functions varies with firm strategy, but they
generally allow greater flexibility to meet buyer needs.

Input sourcing is an important function in T&A, allowing the pro-
vision of a ‘full package’ service valued by buyers (Bair and Gereffi,
2003). NVC and RVC firms all sourced their own inputs but only three of
eight GVC firms could, while the rest relied on buyers to nominate
suppliers or overseas headquarters to provide them directly. The three
full package GVC firms differed from others in important ways, through
ownership — being wholly or partially locally owned — or their business
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model, i.e. a spinning mill producing only yarn from local cotton. The
full package GVC apparel firms had direct links to buyers, while for
others overseas headquarters managed relationships. These findings
provide further grounds for scepticism that asymmetric T&A GVCs are
routes to meaningful upgrading for LLMICs.

Regardless of ownership characteristics, no GVC firms carried out
higher value functions (design, branding or distribution) in East Africa
while all NVC and RVC firms performed at least one. Although NVC and
RVC firms carry out similarly high value functions, RVC firms perform
them for higher value markets through their higher sales to more
demanding buyers in regional markets (especially South Africa) as well
as some exports to global markets. A contribution of a value chain
directionality lens is to bring the differences between NVC and RVC
firms into analytical focus, whereas by looking at e.g. ownership or
embeddedness alone these two groups would appear homogeneous since
they are all locally owned.

There were only two cases of functional upgrading, which is sur-
prisingly few given the number of NVC and RVC firms surveyed and the
evidence that they are more likely to functionally upgrade due to less
asymmetric governance (Navas-Aleman, 2011). Both cases of functional
upgrading found were by locally-owned firms as expected, however the
remaining 10 locally owned firms did not functionally upgrade. The
scarcity of recent cases of functional upgrading is linked to their value
chain directionality, especially weak demand in end markets and low
buyer standards, and also reflects the well-established business models
of NVC and RVC firms, the fact that they already carry out many high
value functions. In both cases of functional upgrading, investment was
made on the guarantee of a policy rent. Other firms hoping to invest in
functional upgrading also stressed the importance of rents to finance
learning, along the lines set out by Khan (2013a).

One upgrading case was by Tanzanian NVC Firm 4, which added
knitting and garmenting capacity on the basis of firm-specific rents from
public procurement contracts, a case which shows the potential of public
sector buyers in national value chains — and therefore value chain
directionality — in driving functional upgrading. The other functional
upgrading case was the fully locally owned GVC Firm 12, which
upgraded from CMT garment assembly as a subcontractor, first to hav-
ing direct buyer links then to full package production and added em-
broidery and printing services. In this case local ownership and
embeddedness clearly explains its functional upgrade, since the local
owners have incentives to maximise profits in Kenya and improved their
margins through upgrading. Foreign-owned firms had no intention to
functionally upgrade, with high-value functions reserved for head of-
fices, mainly in Asia. This reflects how powerful firms can exploit
‘endogenous asymmetries’ in apparel GVCs to reserve higher value
functions for themselves (Milberg and Winkler, 2013; Pickles et al.,
2015).

One case of functional ‘downgrading’ was found in the survey, that of
Kenyan Firm 6 which strategically sold off its garmenting section to
focus on its core business of fabric manufacture. While the movement
out of a high value activity results in the functional downgrading label,
the firm simultaneously invested in process upgrading for fabric
manufacture and successfully maintained competitiveness with imports.
This lends support to criticisms of the upgrading framework which
downplays the imperative of strategic downgrading to maintain profit-
ability that often presents itself, positing a ‘value hierarchy’ despite the
fact that any activity can be performed at different levels of techno-
logical and organisational complexity (Tokatli, 2013; Ponte and Ewert,
2009).

5.3. Products and product upgrading

The complexity and variety of products made is an indicator of firms’
technological capability. GVC firms in our sample tended to make more
complex products, followed by RVC and NVC firms, with all four cases of
product upgrading found among GVC firms. Bazan and Navas-Aleman
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(2004) also found strong product upgrading among GVC firms in Brazil,
linked to quasi-hierarchical governance arrangements and foreign
ownership, but half the cases in East Africa were among fully and
partially locally owned firms.

NVC firms focus on processed fabric products (kanga, kitenge, bed
linen, masai shuka and uniform fabric) in demand by NVC buyers,
mainly wholesalers and distributors. Respondents said these products
are less technologically complex and skill-intensive to manufacture than
garments, as reflected in lower export unit values. The few NVC firms
producing garments focused on basic products like T-shirts and uni-
forms. RVC firms produced the widest range of products, including
finished fabric and textile items, basic T-shirts, more complex polo
shirts, tops and bottoms. The most complex products in NVCs and RVCs
were for lead firms in South Africa and Kenya, mainly retailers and su-
permarkets. Among GVC firms there was varied product complexity,
with some basic items like yarn and uniforms but generally firms had the
capability to produce a range of garments according to buyer and parent
company needs including knitwear, wovens, sportwear, casualwear,
workwear etc., almost exclusively for the USA through AGOA. The most
complex products in the survey were made by GVC firms, for example
denim jackets by a firm in Kenya.

Firm-level export data was not available in Kenya, but Tanzanian
apparel producing RVC firms had higher export unit values than GVC
firms in 2017 (Boys and Andreoni, 2020). This partly reflects the par-
ticularities of the few firms captured, with RVC firms exporting small
volumes to the highest value regional market — South Africa — and GVC
firms exporting larger volumes of homogeneous products to the USA. If
all Tanzanian RVC firm exports were included, especially processed
fabric products to less demanding markets, average export unit values
would be lower. Morris et al (2016) find that South African-owned
factories in Swaziland and Lesotho produce high value apparel for
South Africa, but evidence from Tanzanian RVC firms shows that high
value regional apparel exports are also possible in arm’s length and
market-based contractual arrangements.

The four product upgrading cases were exclusively found among
GVC firms, especially more embedded ones, driven by strategy changes
by parent companies; the need for new non-US buyers after AGOA;
changing demands of US buyers; and firm strategies to move into higher
value segments. Two product upgrading cases occurred in the most hi-
erarchical governance arrangement of directly Asian-owned factories,
one due to strategy changes, the other due to AGOA’s expiry in 2025
motivating the production of new, more complex products for other
markets. In this latter case the potential loss of market access was a
‘vulnerability shock’ threatening the viability of firm strategy, which
Pipkin and Fuentes (2017) find to be a common stimulus for upgrading.

The other two cases of product upgrading were by GVC firms in more
relational governance structures. One was locally owned Kenyan Firm
12 which increased product complexity, from very basic 5-piece t-shirts
to more complex 12 piece ones, requiring upskilling of workers and new
machinery. This is part of a strategy to maximise value creation and
retention in Kenya, as expected for a locally owned firm. The other case
was Firm 16, owned by a foreign individual with no overseas parent
company, which moved from producing basic scrubs only in 2012 to
more complex casualwear including jeans and denim jackets for major
US brands. The owner came to Kenya to manage another factory but
stayed to start his own, therefore having strong incentives to maximise
profits through product upgrading in Kenya like a local investor. This
shows that some foreign investors are more ‘embedded’ than others, an
under-explored issue in the literature (Morris et al., 2016). The success
of the Bangladeshi garment industry is partly attributed to factory
managers setting up their own companies (Khan, 2013b) but only one
such case was found in East Africa, suggesting an area of exploration for
policymakers.
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5.4. Technology and process upgrading

The age of firms’ equipment indicates their capacity to manage
technical change and their technological capabilities in the domain of
investment (Lall, 1987). Having the newest technologies and engaging
in organisational process upgrading, GVC firms perform best in this area,
followed by RVC and lastly NVC firms, although the effectiveness of
upgrading is called into question for firms with low rates of capacity
utilisation. The foreign ownership found among most GVC firms sur-
veyed is conducive to process upgrading (e.g. Navas-Aleman, 2011), but
notable cases were also found among the wholly and partly locally
owned GVC, RVC and NVC firms. This shows the importance of value
chain directionality in analyses of governance and upgrading and
looking beyond the local vs foreign ownership binary.

GVC firms used the most up to date technologies, followed by RVC
and NVC firms. Most NVC firms were using equipment aged 20-30 years
old or more, especially in their spinning and weaving sections. RVC
firms had newer equipment on average but with a wide range, some
firms having machines around 20-30 years old alongside recent acqui-
sitions, and a few having only technology from the last 10 years or less.
GVC firms’ production technologies were all less than 10 years old and
several only had equipment less than 5 years old at the time of the
survey.

Process upgrading was found among all firm types to maintain and
enhance competitiveness, but there was variation in investments and
motivations according to value chain directionality. NVC firms mostly
replaced obsolete machinery because spare parts were becoming scarce,
but also invested in equipment necessary to compete with imported T&A
products. RVC and GVC firms engaged in more continuous process
upgrading, driven by the business strategies of foreign owners (GVC
firms), buyer demands (e.g. live order tracking, reduced lead times) and
the need to maintain and expand market share amidst intense compe-
tition. Although they still mostly invested in new machines, they also
improved factory organisation (e.g. adopting Kaizen principles; skills
training; tightening quality assurance) resulting in greater productivity,
particularly GVC firms. A value chain directionality lens highlights the
differences between NVC and RVC firms that would be missed through
analysing other governance factors such as ownership alone, since NVC
and RVC firms are all locally owned.

Other factors help explain the process upgrading and value chain
directionality outcomes, especially the date of initial investment, with
older NVC and RVC firms obliged to replace older machines to remain
operational. All the GVC firms surveyed were established since the year
2000 and have more recent technologies for that reason alone.
Furthermore the type of investment is important, with NVC and RVC
firms all having some capital-intensive vertical integration processes
where machinery is more costly to upgrade. By contrast the main ma-
chinery for GVC apparel manufacturers is sewing machines which are
generally cheaper to replace.

5.5. Firm characteristics and other outcomes

Having analysed the main survey results on value chain direction-
ality and upgrading, we now turn to some general characteristics of
firms — especially ownership and age — as well as other, non-upgrading
outcomes. In the GVC literature on value chain governance, ownership
is closely linked to key strategic decisions around firm set-up, sourcing
and sales which determine the distribution of power between actors and
resulting access to resources and potential to upgrade (Gereffi et al.,
2005). In SSA T&A value chains, ownership has been established as a
useful proxy for how governance affects firm-level upgrading, with
locally owned firms more ‘embedded’ and engaged in upgrading (Morris
et al., 2016).

In our sample ownership was highly correlated with value chain
directionality, but we argue that while these aspects of governance may
be intertwined empirically, they can be usefully analytically

Geoforum 144 (2023) 103809

distinguished when assessing firm outcomes. All NVC and RVC firms
were locally owned and almost all GVC firms foreign owned, but a close
reading of the results suggests that ownership and value chain direc-
tionality have independent effects on upgrading. The case of Firm 12
demonstrates the potential for GVC firms to be locally owned, while
RVC-oriented Firm 9 has been classified in some studies and media re-
ports as foreign owned. Local ownership was critical to Firm 12's
strategy to pursue functional and product upgrading, corroborating the
importance of embeddedness. However GVC Firm 18 — with mixed local
and foreign ownership — had no inclination to upgrade its products or
functions, and GVC Firm 16 owned by a foreign individual was engaged
in product upgrading but had no plans to functionally upgrade. Most
crucially, among all 11 locally owned NVC and RVC firms, only one
functionally upgraded and none upgraded their products, supporting the
proposition that upgrading analyses should flexibly combine gover-
nance factors including firm characteristics and value chain
directionality.

Another clear difference between the groups of firms is their age,
which along with changing policy regimes is an important factor
explaining outcomes. NVC firms were the oldest group, with several
having started operations in the 1950s. RVC firms started more recently
on average, mostly in the 1960s and ‘70s, while GVC firms were all
established since the year 2000. NVC and RVC firms were therefore all
set up on the basis of protected domestic markets, several as state-owned
enterprises in the case of Tanzania. Rents from tariff protection and a
policy stance favouring import-substitution industrialization encour-
aged vertically integrated business models, explaining their predomi-
nance. The era of liberalisation from the 1990s and a policy shift towards
export-oriented industrialization laid the ground for the establishment
of GVC firms on the basis of rents from EPZs and international trade
regimes. Many former NVC and RVC firms have ceased operating, while
the remaining ones often operate at low levels of capacity utilization and
struggle to maintain competitiveness.

Upgrading is the main framework for interpreting the survey results,
but studies have highlighted the limitations of upgrading for under-
standing firm performance in value chains (Gibbon, 2008; Tokatli, 2013;
Ponte and Ewert, 2009). We therefore sought information from firms in
other areas and report here on employment and capacity utilisation. A
major motivation for government efforts to promote T&A in LLMICs is
employment creation, so these outcomes are particularly important.
RCV and NVC firms engaged more in capital-intensive functions such as
spinning, knitting, weaving and fabric processing which require fewer
employees. NVC firms had on average more employees than RVC firms,
at around 1400 and 1200 respectively, although among RVC firms, the
most regionally oriented producers (with 40% or more of sales in
regional markets) tended to have more employees. GVC firms were more
labour-intensive, most having over 2000 workers and two having 6000
or more. The results show the potential for sustaining mass employment
in all value chain types, particularly more labour-intensive garment
manufacture, but investment in GVC-oriented production has had the
greatest jobs creation impact in recent decades. On employment quality,
those selling to US lead firms were subject to demanding social
compliance requirements, through schemes like WRAP (Worldwide
Responsible Accredited Production) or buyers’ own codes of conduct. By
contrast, the most prominent lead firms in RVCs and NVCs — South Af-
rican and Kenyan retailers — did not impose notable social compliance
requirements.

The level of capacity utilisation can be a proxy of productive effi-
ciency, but also captures whether business and upgrading strategies are
aligned with market demand and adaptable to changes in buyer re-
quirements as fashions change. Among a heterogeneous group of firms
making a wide range of products with varying technologies, as in our
survey, it is a simple measure allowing comparison of performance and
was familiar to all firm managers. There was a clear tendency for GVC
firms to be operating at higher levels of capacity utilisation, at 90-100%
in more than half of cases and 86% on average. NVC and RVC firm
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operate at lower levels of capacity utilisation, at 64% and 58% respec-
tively on average. RVC and NVC-oriented firms stressed the importance
of weak demand in explaining low capacity utilisation, as well as a range
of internal and external factors that negatively impact productivity and
competitiveness. The NVC and RVC firms with the lowest levels of ca-
pacity utilisation nevertheless reported recent process upgrading, call-
ing into question whether their investments were sufficient to achieve
competitiveness. Furthermore, high rates of capacity utilisation were
not necessarily associated with strong upgrading performance — the RVC
firm with full capacity utilisation did not report any recent upgrading.

6. Discussion and concluding remarks

Building on the new concept of value chain directionality, in this
exploratory study we observe important variations in firm characteris-
tics and upgrading outcomes according to their value chain orientation.
We argue that firm orientation to NVCs, RVCs or GVCs in itself appears
an important factor for understanding outcomes, and may be analysed
independently from other aspects of value chain governance such as
ownership and embeddedness even where they are closely correlated.

Cases of changes in value chain directionality — particularly end
market or ‘channel’ upgrading — confirm that NVCs and RVCs have the
potential to serve as ‘learning grounds’ or ‘stepping stones’ to partici-
pation in higher value RVCs and GVCs, but such cases were relatively
rare and most firms were not actively seeking to change their end
markets. Furthermore, views of firms on ‘regional’ markets varied be-
tween Tanzania and Kenya because of differences in income level rela-
tive to neighbouring countries, market access arrangements and
domestic trade and industrial policies. Lead firms in South Africa and
Kenya were seen as the most demanding on quality, particularly su-
permarkets and retailers serving ‘middle-class’ market segments, while
wholesalers and distributors in the EAC and DRC are less demanding.
Two cases of end market downgrading were found, highlighting the role
of RVC and NVC-based strategies as a fall-back option for firms excluded
from global markets due to heightened competition and changing global
trade regimes.

RVCs and NVCs support a wider range of functions than GVCs, with
all RVC and NVC firms being vertically integrated to some extent and
most doing higher value functions like design and branding. GVC firms
focused on a much narrower range of activities, mostly garment as-
sembly with some auxiliary functions like embroidery and printing. This
was generally to be expected according to the literature on other
geographic regions but has been less documented in SSA (Pickles et al.,
2006).

Given the variations in functions described and the presence of less
asymmetric forms of governance in RVCs and NVCs, cases of functional
upgrading were surprisingly rare. One upgrading case was by an NVC
firm and another by a GVC firm, and one downgrading case was seen by
an RVC firm. Otherwise business models were well established, often
dating to the era of protected domestic markets prior to liberalisation in
the 1990s. Ownership was critical in explaining functional upgrading by
the only locally owned GVC firm, reflecting a common finding in the
literature (Morris et al., 2016), but most locally owned NVC and RVC
firms did not functionally upgrade. A more important explanation for
those firms appears to be value chain directionality, particularly the
types of rents available through national, regional and global trade and
industrial policies (see also Boys and Andreoni, 2020).

GVC firms generally produced the most complex products, mainly
because of their focus on apparel, and all cases of product upgrading
were found in this group. NVC firms focused primarily on lower value
processed fabric products, while RVC firms produced across all product
categories. The higher value clothing products in RVCs were mostly sold
to South African and Kenyan retailers. While the literature suggests that
product upgrading is facilitated by the direct ownership and control of
suppliers in GVC triangular manufacturing networks, half of product
upgrading cases occurred in the more ‘embedded’” GVC firms - one
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locally owned and one owned by a foreign individual. The fact that that
not a single locally owned NVC or RVC firm reported recent product
upgrading also suggests that in this context value chain directionality
itself has explanatory power, with policy factors such as rents available
in different value chains being a crucial aspect.

GVC firms had the most up to date technologies, followed by RVC
firms and then NVC firms, but all groups were engaged in process
upgrading, albeit in different ways. Like with product upgrading, strong
performance on process upgrading is expected in the literature for GVC
firms in triangular manufacturing networks, since foreign owners have
the resources and expertise to invest in maximising efficiency to lower
unit costs. However locally owned RVC and NVC firms were just as likely
to have engaged in recent process upgrading, though of slightly different
types. NVC firms with older equipment are more focused on modern-
isation projects to remain competitive, while RVC and GVC firms un-
dertake more continuous upgrading of both production technologies and
factory organisation.

This paper builds on criticisms of the upgrading framework, high-
lighting that strategic changes in business model and functional range
may be difficult to classify as simply upgrading or downgrading (Tokatli,
2013; Ponte and Ewert, 2009). The survey therefore also included non-
upgrading outcomes, namely employment, backward linkages and ca-
pacity utilization. GVC firms have created more jobs in recent decades
by virtue of their more recent establishment and their focus on labour-
intensive apparel assembly, but NVCs and RVCs also show the poten-
tial to sustain mass employment. NVC and RVC firms source more inputs
locally, particularly cotton due to their vertically integrated business
models, while GVC apparel firms import almost all their inputs from
overseas. Capacity utilization is commonly used as a measure of firm
performance and GVC firms perform best here, while NVC and RVC
firms struggle because of a range of economic and policy factors (see
Boys and Andreoni, 2020).

Overall the results point to the different types of benefits offered by
NVCs, RVCs, and GVCs from the perspective of firms and policymakers.
While integration into GVC-oriented triangular manufacturing networks
offers the potential for rapid employment creation, prospects for
upgrading are largely limited to products and process technologies.
Locally owned GVC firms are more likely to functionally upgrade, and
NVC and RVC firms can engage in end market upgrading to eventually
become integrated into GVCs, but cases of upgrading were underpinned
by rents which should be a more explicit focus of policymakers and re-
searchers. Further research is needed to explore the impact of value
chain directionality on firm outcomes in other geographies and sectors,
underpinned by combining qualitative and quantitative data to identify
the market and policy factors driving the benefits offered by different
value chains.
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