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ABSTRACT
The Ethiopian leather industry, historically a vital sector for the country’s economy, is undergoing significant transformation driven by 
emerging trends in innovation, digitalization, and entrepreneurship. This abstract examines how these forces are reshaping the landscape, 
creating new opportunities and addressing long-standing challenges. Innovation in processing techniques and product design is enhancing 
leather quality and diversity, enabling producers to meet evolving international standards and consumer preferences. Digitalization is 
playing a crucial role by streamlining production workflows, improving supply chain management, and enabling access to new markets 
through e-commerce platforms and digital marketing strategies. Additionally, a vibrant new wave of entrepreneurship is fueling the 
sector’s growth, characterized by startups leveraging technology and creative business models to innovate and compete globally.

The analysis highlights how these developments contribute to increased efficiency, sustainability, and inclusivity within the industry, 
supporting job creation and economic diversification. However, it also identifies challenges such as the need for infrastructure improvement, 
capacity building, and policy support to fully realize the sector’s potential. The study draws on recent data, case studies, and sectoral 
reports to offer insights into how Ethiopia’s leather industry can sustain this momentum and enhance its competitiveness on the global 
stage.
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Introduction
The Ethiopian leather industry stands at a critical crossroads. 
Historically, it has been a sector of immense potential, anchored 
by Ethiopia's possession of the largest livestock population in 
Africa, which provides a foundational comparative advantage in 
raw material supply [1]. For decades, this potential was channeled 
through a traditional industrial model focused on the export of 
semi-processed (crust) and standard finished leather goods, such 
as gloves and footwear uppers, primarily destined for European 
and Asian markets [2]. This model, while a source of foreign 
exchange, trapped the industry in the low-value segments of the 
global leather value chain. Scholars have consistently identified 
the sector's key structural weaknesses: reliance on outdated 

technology, limited design and technical capabilities, inadequate 
skilled human capital, and a policy environment that often-
prioritized volume over value [3,4].

However, the early 21st century has ushered in a period of 
significant disruption and transformation. The dual pressures 
of intensified global competition particularly from South Asian 
manufacturers and shifting consumer preferences towards 
sustainable, traceable, and customized products have rendered 
the old model increasingly untenable [5]. In response, a new 
ecosystem is emerging within Ethiopia, driven by three powerful, 
interconnected trends: technological innovation, pervasive 
digitalization, and a new wave of entrepreneurship.

The trend of innovation is no longer confined to incremental 
process improvements in tanneries. It now encompasses the 
adoption of advanced and cleaner tanning technologies, the 
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development of new finished products with higher value-added, 
and a growing emphasis on sustainable and circular economy 
practices, such as waste-to-value conversion (e.g., converting 
leather scraps into accessories) [6]. This is closely linked to 
digitalization, which is beginning to permeate various stages 
of the value chain. From digital platforms enhancing raw hide 
collection and traceability to the use of Computer-Aided Design 
(CAD) for product development and e-commerce platforms 
for direct-to-consumer sales, digital tools are breaking down 
traditional barriers to market entry and efficiency [7].

Fueling and being fueled by these shifts is a new wave of 
entrepreneurship. Unlike the past, which was dominated by a 
few large-scale, export-focused manufacturers, this new cohort 
is often comprised of young, globally-connected entrepreneurs. 
They are establishing niche brands that focus on finished, 
branded products from high-fashion footwear and handbags to 
bespoke leather journals and furniture. These entrepreneurs are 
leveraging digital marketing and storytelling to build brands that 
emphasize Ethiopian heritage, quality craftsmanship, and ethical 
production, thereby bypassing traditional export channels and 
capturing a greater share of the final retail price [8]. This trifecta 
of forces represents a paradigm shift, suggesting a potential 
pathway for the Ethiopian leather industry to transition from 
a commodity-dependent past toward a knowledge-intensive, 
resilient, and high-value-added future.

Objective
This paper aims to provide a comprehensive and critical analysis 
of the emerging trends reshaping the Ethiopian leather industry. 
The specific objectives are to:
•	 Analyze the specific drivers and manifestations of 

innovation in the sector; 
•	 Investigate the scope and impact of digitalization across 

the leather value chain, from supply chain management and 
production processes; 

•	 Examine the characteristics, strategies, and challenges of 
the new wave of entrepreneurship;

•	 Synthesize the interconnections and synergistic effects 
between these three trends, evaluating their collective 
influence on the industry's overall competitiveness, value 
addition, and strategic repositioning within global and 
regional markets.

Innovation
Sustainable and Eco-Efficient Practices:
A primary innovative trend reshaping the Ethiopian leather 
industry is the significant shift towards environmentally sound 
and sustainable processing methods. This movement is driven 
by global market pressures, the need for compliance with 
international environmental standards, and a growing domestic 
awareness of the ecological damage caused by conventional 
tanning [9]. The innovation is manifesting in two key areas: the 
adoption of cleaner production technologies at the process level 
and the development of centralized, eco-industrial parks at the 
systemic level.

A critical front of innovation is the move away from 
traditional chrome tanning, which, while efficient, poses 
serious environmental and health risks due to the generation of 
hexavalent chromium [10]. Research is actively exploring cleaner 

alternatives. For instance, a study by explicitly investigated 
the use of protease enzymes as a bating and unhairing agent, 
highlighting its potential to "reduce the use of toxic chemicals, 
reduce the time of the process, and improve the quality of the 
leather" (p. 55) [11]. This aligns with global trends in green 
chemistry, positioning enzymatic dehairing as a key innovation 
for reducing the organic pollutant load and sulfide content in 
wastewater. The efficacy of such plant-based and enzymatic 
methods is supported by broader research; for example, a study 
by found that tannins from tara pod and olive leaves could serve 
as effective and more sustainable substitutes for chromium in the 
tanning process [12].

Complementing these process-level innovations are systemic 
changes in industrial organization. The Ethiopian government's 
strategy of establishing dedicated leather industry clusters within 
larger eco-industrial parks, such as those in Hawassa and Modjo, 
represents a macro-level innovation for sustainability [13]. 
These parks are designed to centralize wastewater treatment 
plants, enforce environmental regulations, and promote resource 
sharing among co-located factories, thereby mitigating the 
environmental footprint of scattered, individual tanneries [14]. 
This integrated approach not only addresses pollution control 
but also enhances economic efficiency, creating a synergistic 
environment where sustainable practices are embedded in the 
industrial infrastructure.

Building on this, the industry is piloting more comprehensive 
eco-friendly tanning systems. As note, the pursuit of "green 
technology" is no longer optional but essential for market access 
[15]. Their research on the Ethiopian leather sector points to the 
exploration of plant-based tanning, using extracts from local 
acacia species and other metal-free tanning agents that can 
drastically reduce the toxicity of effluent [16,17]. This aligns 
with global research into sustainable methods, such as the use 
of non-metal organic tannins explored by which offer a viable 
alternative to chromium [18]. This shift is not merely technical 
but also economic, as it enhances the brand image of Ethiopian 
leather as a sustainable and responsibly sourced product, 
potentially opening up premium market segments in Europe and 
North America [16].

At a macro level, the most ambitious innovation in sustainability 
is the establishment of specialized industrial parks, such as the 
Modjo Leather City and the Hawassa Industrial Park, which 
are designed with integrated environmental infrastructure. The 
concept of a "zero-liquid-discharge" (ZLD) treatment facility, as 
piloted in these parks, represents a systemic innovation. Discuss 
the challenges and opportunities of industrial park development 
in Ethiopia, emphasizing that the central "common effluent 
treatment plant" (CETP) is a cornerstone of the environmental 
strategy [19]. They state that these facilities are designed to 
"treat and recycle wastewater, aiming for zero liquid discharge, 
thus mitigating the environmental impact on local water bodies" 
(p. 12). This centralized approach allows individual small and 
medium-sized enterprises (SMEs), which would lack the capital 
for independent advanced treatment plants, to benefit from state-
of-the-art wastewater management, thereby fostering collective 
compliance with environmental regulations [20]. This model 
aligns with the broader concept of industrial symbiosis, where 
the collective management of resources and by-products within 
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a park can lead to significant environmental and economic gains, 
as noted in earlier foundational work on the topic [21].

Value Addition: The Central Pillar of Ethiopia's Leather 
Industry Transformation
A dominant and critical trend reshaping the Ethiopian leather 
industry is the strategic pivot from exporting raw and semi-
processed hides and skins towards the creation of high-value 
finished products. For decades, the sector's potential was 
constrained by a model that relegated it to a supplier of basic 
commodities. The export earnings were dominated by semi-
processed leather, primarily "wet-blue" and "crust" leather, which 
captured minimal value from the global supply chain [22]. This 
reliance on intermediate goods meant that the most profitable 
segments of the value chain finished leather goods like footwear, 
bags, garments, and accessories were ceded to manufacturers in 
Europe and Asia, leaving Ethiopia with a fraction of the total 
economic value [23].

Recognizing this structural limitation, there is now a concerted 
push from both government institutions and emerging 
entrepreneurs to move up the value chain. This transformation 
is central to Ethiopia's broader industrial policy, which explicitly 
targets export diversification and the acquisition of greater value-
added [24]. The government's push is characterized by policy 
instruments such as export incentives for finished products and 
disincentives for semi-processed leather, aiming to spur domestic 
manufacturing capabilities, as cited in [25]. This strategic shift 
positions value addition not merely as a tactical goal, but as 
the central pillar for the comprehensive transformation of the 
Ethiopian leather industry, aiming to increase export earnings, 
generate skilled employment, and foster technological learning 
within the domestic economy.

This transition is fundamentally an innovation in the industry's 
business model and operational focus, shifting from a reliance 
on raw material exports to the manufacture of finished goods. 
The core objective is to retain a significantly larger portion of 
the final product's value within the country. This strategic pivot 
is crucial, as the export of finished leather goods is widely 
understood to be more lucrative and generative than the export 
of semi-processed or raw materials [26,27]. This understanding 
has driven a comprehensive reorientation towards producing 
finished goods, which not only boosts export revenues but 
also fosters domestic skills development, technology transfer, 
and job creation [28]. As emphasized by successful value 
chain upgrading is dependent on synergistic improvements in 
production technology, workforce skills, and market access, all 
of which are activated by a focus on final product manufacturing 
[27].

The government of Ethiopia has been a pivotal actor in catalyzing 
this trend through deliberate policy innovation. Recent industrial 
and investment policies have been redesigned to create a strong 
disincentive for semi-processing and a powerful incentive for 
full-scale manufacturing. A key policy change, as outlined by 
the Leather Industry Development Institute (LIDI), involves 
restrictions on the export of semi-finished leather, effectively 
ensuring a reliable and cost-effective supply of raw material 
for domestic finished-goods producers [29]. Furthermore, new 
investment codes explicitly favor projects that demonstrate 

full processing capabilities. A recent analysis confirms that 
"government policies are now geared towards encouraging the 
production of finished leather products such as footwear, gloves, 
and garments by offering various incentives for investors who 
engage in the production of these value-added products" [30]. 
These incentives include tax holidays, preferential access 
to foreign exchange, and subsidized industrial land within 
government-established leather industry clusters and parks.

This shift is heavily influenced by a policy-driven environment, 
where government incentives are strategically designed to 
discourage the export of raw hides and semi-processed leather and 
encourage the production of high-value finished goods [31]. This 
policy framework is fostering a new wave of entrepreneurship. 
A growing number of small and medium enterprises (SMEs) are 
emerging, focusing exclusively on designing and manufacturing 
finished leather goods for both domestic and export markets.

These modern entrepreneurs often exhibit a different profile 
than traditional factory owners, characterized by greater agility, 
digital savviness, and a strong market-oriented approach, which 
is a critical success factor for SMEs in developing economies 
[32]. They are actively leveraging the availability of quality 
domestic leather and targeted government support to build 
brands. This strategic move from commodity production to 
branding is essential for capturing value in global markets, 
as noted in analyses of industrial upgrading [33]. Brands 
like "SELEN" and "ZAAF," which are gaining international 
recognition for their design and quality, are direct outcomes 
of this trend [33]. This influx of new entrepreneurial spirit is 
crucial, as it introduces much-needed innovation in product 
design, marketing, and business management capabilities that 
are essential for competing in the demanding global finished-
goods market and breaking away from the low-value trap [34].

Product Quality and Design
A new wave of entrepreneurship, fueled by a younger generation 
and supported by policy shifts, is placing a strong emphasis on 
innovation, particularly in enhancing product quality and design 
to capture higher value in both local and international markets.

Historically, the sector's competitiveness has been hampered 
by a focus on exporting semi-finished leather (crust) and low-
value-added products, failing to leverage the intrinsic quality 
of Ethiopian raw hides and skins [35]. However, emerging 
enterprises are strategically moving away from this model. 
They are investing in improved manufacturing techniques and 
technologies to elevate the quality of finished leather goods to 
meet stringent international standards. This shift is crucial, as 
the global market for leather products is increasingly quality-
conscious and competitive.

A key driver of this innovation is the adoption of advanced tanning 
and manufacturing processes. Newer companies are moving 
beyond basic chrome tanning to explore vegetable tanning and 
other eco-friendly methods that cater to the global demand for 
sustainable products. This focus on process innovation directly 
impacts the final product's durability, texture, and aesthetic 
appeal, making it more attractive to discerning buyers [36]. 
Furthermore, there is a growing emphasis on rigorous quality 
control at every stage of production, from raw material selection 
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to finishing, ensuring consistency and reducing defects that have 
previously tarnished the industry's reputation.

In parallel with quality enhancement, a revolutionary trend is 
the exploration and integration of new designs. For decades, the 
local market was saturated with generic, often imported designs, 
while export products lacked a distinct Ethiopian identity. Today, 
a new generation of designers and entrepreneurs is blending 
traditional Ethiopian cultural motifs with contemporary, global 
fashion trends. This fusion creates unique product lines that tell 
a story and offer a competitive edge. As noted in a study on the 
sector's challenges and opportunities, "incorporating cultural 
elements and unique designs can be a source of competitive 
advantage for Ethiopian leather products in the international 
market" [37].

This design innovation is evident in product categories such 
as high-fashion footwear, bespoke leather bags, and small 
accessories. Entrepreneurs are no longer just manufacturers; 
they are becoming brands that articulate a specific aesthetic. 
This approach not only serves the growing urban middle-class 
in Ethiopia, which is developing a taste for locally-made, high-
quality goods, but also positions these products for the export 
market where authenticity and craftsmanship are highly valued 
by focusing on design-led innovation, these enterprises are 
attempting to shift the "Made in Ethiopia" label from a signifier 
of raw material to a mark of quality, creativity, and sustainable 
practice [38].

Innovation through Industry Collaboration
A critical emerging trend is the formalization of knowledge 
sharing and problem-solving through structured platforms. For 
years, the industries grappled with disconnect between academic 
research and industrial application, as well as fragmented efforts 
among tanneries and manufacturers. This gap is now being 
bridged through targeted conferences and workshops designed 
to translate theory into practice and foster a unified national 
strategy.

A prime example is the National Conference on Sustainable 
Leather Manufacturing and Innovation (SLMI-2025). Such 
forums serve as a nexus for innovation by facilitating the 
exchange of cutting-edge research and best practices. For 
instance, academic researchers present findings on novel, eco-
friendly tanning methods using locally available plant extracts, 
which directly addresses the industry's environmental compliance 
challenges [39]. Simultaneously, seasoned manufacturers share 
practical insights on optimizing water and energy consumption 
in processing, creating a feedback loop that refines both research 
agendas and factory-floor operations.

This collaborative model is essential for tackling complex issues 
like waste management. Research into converting tannery waste, 
such as chrome shavings and trimmings, into higher-value 
products like biodegradable fertilizers or collagen is gaining 
traction [40]. When presented at collaborative conferences, 
these innovations attract the interest of manufacturers looking 
to create new revenue streams and government bodies seeking 
to implement circular economy principles. As noted in a 
study on industrial policy, "the success of the leather sector 
in Ethiopia is contingent upon synergistic linkages between 

research institutions and lead firms" [41]. These conferences 
operationalize that synergy, moving ideas from the laboratory 
towards commercialization.

Furthermore, the collaboration extends to standardizing quality 
and embracing digitalization. Workshops often include training 
on advanced manufacturing technologies and quality control 
systems that are vital for competing in international markets. 
By bringing together stakeholders, these initiatives help create a 
common understanding of global standards and the technological 
upgrades required to meet them, ensuring that innovation is not 
just about new products, but also about superior and consistent 
quality [42].

Digitalization
The Imperative of Traceability and Transparency
A pivotal emerging trend within the Ethiopian leather industry 
is its strategic embrace of digitalization to overcome historical 
challenges and meet the stringent demands of the global market. 
Central to this digital transformation is the development of 
enhanced traceability and transparency across the leather value 
chain. A significant development in this area is the piloting 
of digital tracing systems, such as the concept of a "digital 
passport," for documenting each skins production journey from 
farm to finished product [43]. This innovation is not merely a 
technological upgrade but a critical strategic response to market 
pressures.

The primary driver for this shift is the growing demand from 
international buyers, particularly in the European Union, 
for verifiable proof of sustainable and ethical sourcing. As 
argued, the inability to provide assurances regarding animal 
welfare, tanning processes, and environmental compliance has 
historically been a major non-tariff barrier for Ethiopian leather 
exporters [44]. The digital passport system directly addresses 
this by creating an immutable record that tracks a skins origin, 
the chemicals used in tanning, and the labor conditions involved 
in its production. This level of detail is increasingly becoming 
a prerequisite for accessing premium export markets, where 
consumers and brands are championing ethical and transparent 
supply chains [45].

The implementation of such systems fosters a new paradigm of 
supply chain visibility. Research indicates that digital traceability 
can significantly reduce information asymmetry between 
Ethiopian producers and their international clients, building trust 
and mitigating risks related to reputational damage [46]. For 
instance, a blockchain-based platform, which has been proposed 
in several pilot projects, would allow all stakeholders including 
buyers view the product's history without the possibility of 
fraudulent alteration. This transparency is crucial for verifying 
claims about "eco-leather" or "ethically sourced" products, 
which command higher price points and provide a competitive 
edge [47].

E-commerce, Networking, and Information Systems
The Ethiopian leather industry, a traditional pillar of the national 
economy, is undergoing a significant transformation driven 
by digitalization. This shift is seen as a critical strategy to 
overcome historical challenges related to market access, supply 
chain inefficiencies, and a lack of timely information [48]. Key 
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initiatives are focusing on leveraging digital platforms, a core 
component of modern e-commerce, to empower enterprises by 
enhancing their connectivity to global markets and streamlining 
their operational processes [49]. The adoption of information 
systems is crucial for integrating disparate business functions 
and improving data-driven decision-making while effective 
networking through digital channels is recognized as a vital 
mechanism for building the international relationships necessary 
for global competitiveness [50,51].

A primary manifestation of this trend is the development of 
e-commerce and digital networking platforms. As you noted, 
specific initiatives aim to create e-procurement websites and 
similar digital marketplaces. These platforms are designed 
to connect Ethiopian leather manufacturers (tanneries and 
product manufacturers) directly with international buyers, 
suppliers of chemicals and machinery, and potential investors. 
This direct connection bypasses traditional, often fragmented, 
supply chains, reducing transaction costs and improving market 
visibility, which are key barriers for SMEs in developing 
economies [52,53]. The potential of such Business-to-Business 
(B2B) e-commerce to integrate Small and Medium Enterprises 
(SMEs) into global value chains is a recognized strategy for 
industrial upgrading in developing countries [54]. By providing 
a centralized digital space for showcasing products, these 
platforms can help Ethiopian firms mitigate the information 
asymmetry that has historically placed them at a disadvantage, 
a function of digital platforms that is well-documented in the 
literature [55].

Complementing these commercial platforms are digital hubs 
focused on knowledge dissemination and technical assistance. 
The website www.leatherpanel.org, supported by the United 
Nations Industrial Development Organization (UNIDO) and 
the Leather and Leather Products Industry (LLPI) of Ethiopia, 
serves as a prime example. This platform acts as a repository for 
critical information, including market trends, technical standards 
(e.g., compliance with European Union REACH regulations), 
research publications, and details on available capacity-building 
programs. The availability of such information is crucial for 
fostering innovation and ensuring compliance with international 
market requirements. This aligns with research on the leather 
sector in Ethiopia, which identifies a critical need for improved 
information systems to overcome technical and market barriers 
[56]. As noted in a foundational study on the industry's 
constraints, "access to market information and technological 
know-how" is a significant barrier, and digital platforms are 
poised to address this gap [57].

The push for digitalization is not merely about technology 
adoption but is part of a broader policy-driven effort to enhance 
the sector's global competitiveness. The Ethiopian government's 
industrial policies have increasingly emphasized the role of 
information and communication technology (ICT) as a cross-
cutting enabler for manufacturing sectors [24]. This aligns with 
the deployment of digital tools in the leather sector to improve 
traceability in the raw hide and skin supply chain, optimize 
production processes through data analytics, and facilitate 
online export procedures. However, the full realization of these 
benefits is contingent on overcoming infrastructural hurdles 
such as internet reliability and digital literacy among enterprises 

[58]. Despite these challenges, the strategic integration of 
e-commerce, networking, and information systems represents 
a foundational shift towards a more connected, efficient, and 
knowledge-driven Ethiopian leather industry.

Gradual Shift towards Modern Management Systems
The Ethiopian leather industry, long characterized by its 
reliance on traditional methods and fragmented supply chains, 
is experiencing a gradual but significant transformation through 
digitalization. This shift is primarily driven by the need to 
enhance global competitiveness, improve efficiency, and meet 
the stringent quality and consistency demands of the international 
market. The core of this trend lies in the adoption of modern 
production management systems, which are beginning to replace 
less coordinated, traditional operational methods.

A primary driver for digitalization is the need to overcome 
systemic inefficiencies. The traditional Ethiopian leather sector 
has been plagued by a lack of coordination between tanneries, 
manufacturers, and designers, leading to significant material 
waste, production delays, and inconsistent product quality 
[59]. In response, companies are increasingly implementing 
Enterprise Resource Planning (ERP) systems. These integrated 
software platforms help manage core business processes in a 
unified system, including inventory, procurement, production 
planning, and financial management. By digitizing these 
functions, firms can achieve better resource allocation, reduce 
lead times, and enhance traceability of raw materials from hide 
to finished product [60].

Furthermore, the adoption of digital technologies extends 
to production floor management. The implementation of 
Computer-Aided Design (CAD) and Computer-Aided 
Manufacturing (CAM) is becoming more prevalent, particularly 
among export-oriented footwear and garment manufacturers. 
These technologies allow for precise design, pattern making, 
and cutting, which minimize leather waste a critical factor for 
profitability given the high cost of raw hides [61]. This digital 
precision not only improves material yield but also enables 
manufacturers to respond more swiftly to design changes 
requested by international buyers, fostering a more agile 
production environment.

The integration of modern quality control systems represents 
another facet of digitalization. Traditional quality inspection is 
often subjective and inconsistent. The gradual move towards 
automated inspection systems and digital data logging for 
chemical processes in tanneries helps in standardizing quality 
benchmarks. This data-driven approach ensures that products 
meet international standards, which is crucial for building 
Ethiopia's reputation as a reliable supplier of high-quality leather 
goods [62].

However, this digital transformation is not without its challenges. 
The widespread adoption of modern management systems is 
constrained by high initial investment costs, a lack of technical 
expertise to operate and maintain sophisticated software, and 
sometimes, resistance to change from a workforce accustomed 
to traditional practices [56]. Smaller enterprises, in particular, 
find it difficult to finance and implement comprehensive ERP or 
CAD/CAM systems, creating a digital divide within the sector.
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New wave of Entrepreneurship
Youth and Women Entrepreneurs at the Forefront
A significant and transformative trend in the Ethiopian leather 
industry is the emergence of a new wave of entrepreneurship, 
heavily driven by youth and women. This shift is moving the 
sector's focus beyond raw material and semi-processed leather 
export towards the domestic production of high-value finished 
goods, fostering job creation and local value addition.

This entrepreneurial surge is often concentrated in small and 
medium-sized enterprises (SMEs) and collaborative associations. 
A prominent example is LOMI Leather, an association that has 
gained recognition for its collective of young artisans producing 
quality leather products such as bags, shoes, and accessories. 
Such models demonstrate a strategic move away from individual 
informality towards structured, market-oriented entities [63]. 
These new entrepreneurs are not merely replicating traditional 
crafts; they are increasingly integrating design innovation and an 
understanding of modern market trends into their business models.

The rise of women entrepreneurs, in particular, marks a critical 
development. Research indicates that women are increasingly 
visible in the leather products sector, often leading SMEs 
that specialize in finished consumer goods [64]. This trend 
is significant in a traditionally male-dominated industry, 
as it contributes to women's economic empowerment and 
introduces diverse perspectives into product design and business 
management. However, these entrepreneurs often face unique 
challenges, including limited access to formal credit, restrictive 
social norms, and a lack of targeted business development 
services, which can hinder their growth potential [65].

Youth-led enterprises are similarly pivotal, often characterized 
by their agility and greater propensity to adopt new technologies 
and marketing strategies. They are at the forefront of leveraging 
social media and digital platforms for marketing and sales, 
both domestically and for export, thereby creating new market 
channels that bypass traditional intermediaries [66]. This digital 
savviness allows them to build brands and connect directly with 
a global customer base.

Focus on Local Market and Niche Exports  
The Ethiopian leather industry, historically oriented towards 
the export of semi-processed and finished leather goods, is 
experiencing a significant transformation driven by a new 
wave of local entrepreneurship [67]. While large, Foreign 
Direct Investment (FDI) companies continue to dominate bulk 
footwear exports, a burgeoning class of small and medium-sized 
enterprises (SMEs) is successfully carving out a distinct path 
[68]. This new entrepreneurial cohort is strategically focusing 
on developing products tailored for the domestic market while 
simultaneously exploring high-value niche export opportunities, 
primarily in Europe and the USA [69].

This shift represents a fundamental change in strategy. As noted 
in a study on the industry's dynamics, "the focus of the Ethiopian 
leather sector is shifting from being a supplier of raw materials 
to a manufacturer of finished leather products" [20]. However, 
competing directly with established Asian manufacturers on 
price and volume in the global market is a formidable challenge. 

Consequently, local entrepreneurs are leveraging their inherent 
advantages: a deep understanding of local consumer preferences, 
agility in production, and the ability to create unique, story-
driven products.

Focus on the Domestic Market
The domestic market in Ethiopia has become a primary testing 
ground and revenue source for this new wave of entrepreneurs. 
This strategy is underpinned by a growing urban middle class 
with increasing disposable income and a rising demand for 
quality, fashionable leather goods that reflect local identity 
[70,15,71]. The strategic focus on the domestic market is further 
validated by research indicating that local consumer familiarity 
provides a crucial launchpad for firms before they attempt more 
competitive export markets [72].

Understanding Local Tastes and Preferences
Local entrepreneurs possess an intrinsic understanding of 
Ethiopian aesthetic sensibilities, cultural symbols, and functional 
needs. They incorporate traditional designs, colors, and motifs 
into modern product lines, creating a unique value proposition 
that foreign competitors cannot easily replicate. This aligns with 
the concept of "psychological proximity," where firms first target 
markets they understand best [73].

Agility and Customization
Unlike large export-oriented factories that run on long lead times 
and large minimum orders, local Small and Medium Enterprises 
(SMEs) in the Ethiopian tanning sector are highly agile. This 
agility allows them to quickly adapt to changing fashion trends, 
a critical capability in volatile markets as noted in studies of 
African informal manufacturing [74]. Furthermore, these SMEs 
are able to offer customized products, a service highly valued 
by local consumers who seek products that reflect personal and 
community identity [75]. Ultimately, this operational flexibility 
is a foundational strategy for building strong brand loyalty within 
their communities, a key competitive advantage for resource-
constrained firms [76].

Filling a Market Gap
For years, the Ethiopian consumer market for footwear was 
characterized by a pronounced gap, typified by a choice 
between low-quality, often imported goods and high-priced 
international brands, leaving a void in the mid-range segment. 
This phenomenon of market polarization, where middle-tier 
options are scarce, is a common feature in many developing 
economies [77]. In response, local entrepreneurs are strategically 
positioning themselves to serve this underserved segment. By 
leveraging local insights and production capabilities, they are 
effectively filling this gap with high-quality, mid-priced products 
[78]. This strategy aligns with the concept of "globalization," 
where businesses adapt to local consumer preferences for 
quality and price, making their offerings both more accessible 
and aspirational for the growing Ethiopian middle class [79]. 
This approach not only captures market share but also builds 
brand loyalty among consumers who value both quality and 
cultural relevance.

Exploring Niche Export Opportunities
Parallel to their domestic success, these entrepreneurs are 
increasingly looking outwards, but not through the traditional 
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channels. They are strategically targeting niche markets in Europe 
and North America, moving away from competing on price and 
towards competing on value, authenticity, and sustainability 
[80]. This approach aligns with the concept of "psychic 
distance," which suggests that firms often first internationalize 
to culturally or geographically proximate markets, but modern 
digital platforms are enabling a more deliberate, value-based 
entry into developed markets [81]. Furthermore, the emphasis 
on authenticity and sustainability as competitive levers reflects 
a broader consumer trend in these regions, where products with 
credible narratives and ethical provenance command a premium 
[82]. This shift from a price-based to a value-based export model 
is a key characteristic of niche market penetration strategies [83].

The "Story Value" and Authenticity
Western consumers, particularly in premium market segments, 
are increasingly drawn to products with a compelling narrative. 
Ethiopian entrepreneurs are marketing their goods based on the 
country's rich history of leatherworking, the use of indigenous 
materials, and the story of a new, dynamic Africa. As one 
analysis of creative industries in Africa suggests, this "made in 
Ethiopia" branding carries a unique appeal that differentiates it 
from mass-produced alternatives [84].

Ethical and Sustainable Production
There is a growing global demand for ethically sourced and 
sustainably produced fashion. Ethiopian entrepreneurs are 
positioning their brands to meet this demand by highlighting 
traditional, often less chemically intensive tanning methods 
(where applicable) and transparent supply chains. This focus on 
sustainability can be a critical competitive advantage in niche 
markets [85].

High-Value, Low-Volume Products
Instead of competing in the high-volume, low-margin footwear 
segment, these firms focus on high-margin accessories such as 
handbags, wallets, belts, and small leather goods. These products 
require less capital investment for production and are easier to 
ship, making them ideal for SMEs targeting boutique retailers 
and direct-to-consumer online sales. This strategy is a practical 
response to the constraints faced by small firms, allowing them 
to bypass some of the infrastructure and logistical hurdles that 
plague bulk exports [86].

Education and Capacity Building as a Catalyst
A significant new wave of entrepreneurship is reshaping the 
Ethiopian leather industry, moving beyond traditional artisanal 
work towards innovative, market-oriented ventures. A critical 
driver of this trend is the focused intervention in education 
and capacity building, which directly addresses a historical 
bottleneck: the severe shortage of skilled manpower proficient in 
modern leather technologies, design, and business management. 
As noted in a sectoral analysis, "the lack of adequately trained 
human resources at all levels... has been one of the major 
constraints for the development of the Ethiopian leather 
industry" [87].

International development organizations have been instrumental 
in bringing this skills gap. The United Nations Industrial 
Development Organization (UNIDO), for instance, has 
implemented comprehensive programs aimed at upgrading the 

sector's capabilities. These initiatives often focus on transferring 
knowledge in advanced tanning techniques, quality and 
environmental compliance, and, crucially, product design and 
development. This shift is vital for moving the industry up the 
value chain from exporting raw hides and semi-finished leather 
to creating high-value finished products [88]. By equipping 
aspiring and existing entrepreneurs with these technical skills, 
UNIDO and similar entities are laying the groundwork for a 
more competitive and innovative entrepreneurial ecosystem.

Complementing technical training are targeted business 
development services provided by organizations like People in 
Need (PIN) and others. These programs address the "soft" but 
critical skills required for business survival and growth. A study 
on small and medium-sized enterprises (SMEs) in the sector found 
that training in areas such as financial literacy, marketing, export 
procedures, and access to finance is a significant determinant of 
firm performance [89]. For the new wave of entrepreneurs, this 
means moving from being skilled artisans to becoming savvy 
business owners who can develop business plans, understand 
market trends, and build sustainable enterprises. This holistic 
approach to capacity building combining technical prowess 
with business acumen fosters a more resilient generation of 
entrepreneurs.

The ultimate impact of these education and capacity-building 
initiatives is the emergence of a value-added and design-focused 
entrepreneurial segment. Instead of competing solely on cost, 
these new entrants are creating brands that emphasize Ethiopian 
heritage, contemporary design, and quality craftsmanship. 
This aligns with global consumer trends and opens up niche 
markets. As argues, fostering innovation and entrepreneurship 
in traditional sectors like leather is essential for structural 
transformation in developing economies like Ethiopia [2]. The 
support from UNIDO, People in Need, and local institutions is 
thus not merely creating individual businesses; it is cultivating 
a new industrial culture centered on skill, innovation, and value 
creation, positioning the Ethiopian leather industry for a more 
prosperous and sustainable future.

Focus on Societal Impact
A significant shift is occurring within the Ethiopian leather 
sector, moving beyond traditional, large-scale export-oriented 
manufacturing towards a new wave of entrepreneurship. This 
new generation of entrepreneurs is increasingly driven not solely 
by profit, but by a strong sense of societal impact, aiming to 
contribute directly to Ethiopia's socio-economic development 
[90,91]. Their ventures are characterized by a dual focus on 
creating high-value finished products and addressing pressing 
social challenges, particularly job creation for marginalized 
groups like women and youth [92,93].

A primary driver of this entrepreneurial wave is the ambition 
to create sustainable employment opportunities. Ethiopia has a 
rapidly growing youth population, and creating sufficient jobs 
is a critical national challenge. New enterprises in the leather 
sector, often starting as Small and Medium Enterprises (SMEs), 
are becoming vital sources of employment. As highlighted in a 
study on Ethiopian industrial policy, SMEs are recognized as 
"important vehicles for employment generation and poverty 
alleviation" [24]. These new ventures, by focusing on labor-
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intensive stages of producing finished goods like shoes, bags, 
and accessories, are directly responding to this need.

Furthermore, there is a specific and pronounced emphasis on 
empowering women and youth through employment. Many 
of these modern entrepreneurs consciously design their 
business models and supply chains to integrate these groups. 
For instance, a growing number of social enterprises and 
impact-driven startups are establishing training programs and 
workshops that specifically target women, providing them with 
skills in design, stitching, and quality control. This aligns with 
broader findings on African entrepreneurship, where many 
small businesses are "necessity-driven" and play a crucial 
role in providing livelihoods at the community level [94]. By 
formally employing women, these businesses contribute to 
financial independence and shift traditional gender dynamics 
within local economies.

The motivation for this societal focus can also be linked to 
a broader desire to retain more value within the Ethiopian 
economy. For decades, the sector was dominated by the export 
of raw hides and semi-processed leather (blue wet-blue and 
crust leather), a model with lower profit margins and limited 
job creation potential compared to finished products. The new 
entrepreneurs are challenging this status quo. By developing 
domestic brands and selling finished products both locally and 
for export, they are capturing a larger share of the value chain. 
This transition, as noted in research on the industry, is essential 
for "increasing the sector's contribution to the national economy" 
and creating higher-skilled, better-paying jobs [95]. The act of 
creating a local brand itself becomes a point of national pride 
and a contribution to economic sovereignty [96].

Conclusion and Recommendation
Conclusion
The Ethiopian leather industry is undergoing significant 
transformation driven by innovation, digitalization, and a new 
wave of entrepreneurship. Innovations such as enzyme-based 
tanning processes are improving environmental sustainability 
by replacing harmful chemicals, while advanced technologies 
like computer-aided design and automated production systems 
enhance efficiency, product quality, and global competitiveness. 
Digital tools for inventory and supply chain management further 
strengthen operational capabilities. Entrepreneurial orientation 
among small and medium enterprises is fostering proactive, 
innovative, and risk-taking attitudes essential for adapting to 
rapid changes and achieving growth. Additionally, initiatives 
focused on sustainable employment, skill development, and 
inclusion of women and youth are vital for inclusive industry 
growth and competitiveness in global markets. These trends 
collectively position the Ethiopian leather sector for sustainable 
economic growth, environmental responsibility, and enhanced 
global market participation.

Recommendation
To fully realize these emerging trends, it is recommended that 
stakeholders in the Ethiopian leather industry;
•	 Government, private sector, and development partners 

prioritize the adoption and scaling of eco-friendly leather 
processing technologies like enzymatic unhairing. 

•	 Investments in digitalization should be expanded to optimize 

production, inventory, and supply chain processes. 
•	 Capacity building through education and skills training 

must continue, with special focus on empowering youth 
and women entrepreneurs to drive innovation and inclusive 
growth. 

•	 Policies supporting entrepreneurial orientation need 
reinforcement to foster risk-taking, innovation, and 
competitiveness among SMEs. 

•	 Lastly, fostering collaboration among industry actors, 
research institutions, and international partners will 
accelerate sustainable innovations and market expansion, 
ensuring the Ethiopian leather industry remains resilient 
and competitive in the evolving global landscape.
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