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EXECUTIVE SUMMARY

Agricultural marketing in Ethiopia is generally weak and inefficient. Past agricultural
development strategies have mainly focused on production and productivity. Farmer
organisations, on the other hand, are weak and are not yet business oriented.

The Ethiopian government has recognised the situation and is now directing attention
to agricultural marketing in order to improve the economic well being of over 85% of
the population who depend on agriculture as a source of income and employment.
The government of Ethiopia has recently embarked on an agriculture-led economic
growth strategy and has designated a state minister for agricultural marketing.

The Royal Netherlands Embassy in Addis Ababa, in a bid to contribute to the
government efforts, has been reassessing its food-security program and it initiated an
identification mission in 2003 to assess the situation of farmer organisations and their
access to markets.

The conclusion of the mission was that there is a need to develop a programme to
strengthen farmers' organisations and other business organisations in Ethiopia.
Furthermore, the mission recommended that an agricultural value chain approach
should be adopted that would ensure that all functions and actors, from production to
consumption, are analysed and appropriate leverage support provided. Also, it was
evident that this approach can only work if both the public and private sectors
collaborate.

This document is a result of the formulation mission. The document has been
developed in a participatory manner and has drawn inputs from key stakeholders at
national and regional levels. The programme will focus in strengthening value chain
development through private and public services. With respect to the public services
the programme will cross the mandate of several ministries (e.g. MoTIl, MoFED,
MoARD and others).

Due to the regional focus of the programme, the strong interest of the local
governments of the Southern Nations and Nationalities People’s Regional State
(SNNPR) and Oromia region in the programme an their needs to promote a dialogue
among the key officials at the regional and national level it was decided to implement
this programme with the respective Bureau of Finance and Economic Development
BoFED in each of the respective two regions.

The programme that is titled “Support to business organisations and their access to

markets in Ethiopia” has a developmental goal of contributing to sustained

reduction in rural poverty in Ethiopia. Two strategic objectives have been set for

this programme, namely:

§ To significantly contribute to more efficient and effective agricultural value
chains® by supporting public- and private-sector actors

§ To improve the efficiency and effectiveness of farmers' organisations in
agricultural marketing.

The programme will consist of two components; namely a private sector component

to be managed by SNV Netherlands Development Organisation, and a public

! Efficient and effective agricultural value chains would be judged by (among other things) the
value added by the participants, market competitiveness, the existence of a effective dialogue
between public and private sector actors creating a conducive business environment in which
the chain can thrive, better farm gate prices, and benefits to farmers and other actors in the
chain, etc.
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component coordinated by the BOFED in the regions and managed by respective
promotion offices .

The private sector component will focus on supporting delivery of vital business
development services as leverage interventions at national level along the whole
agricultural value chain. The national wide range of the private component is
explained by the fact that value chains operate usually beyond their region of origin.
The public component on the other hand will focus on improving the regional
promotion and restructuring of farmers, trade and business associations,
cooperatives and unions, and to contribute to the creation of conditions in sector
regulatory and policy environment where competitiveness becomes an objective.

The programme will be guided and advised by a Program Advisory Committee. Two
kinds of platforms will be stimulated: namely a Policy Forum within the regions and
agricultural marketing sector, and the existing public-private dialogue platforms for
enhancing favourable business environments.

Through this programme, a selected number of agricultural value chains will be
identified and analysed, and strategic intervention plans will be drawn to address the
constraints hindering growth, competitiveness, and the benefits to large number of
small producers. This will complement and build on lessons from other programmes
that are ongoing in Ethiopia in the area of improving agricultural marketing.

Two types of resource will be made available: These are funds earmarked for
capacity development and strengthening of service providers, business associations
cooperatives and their unions, and for operational purposes. The other type is three
categories of fund (Leverage Fund, Financial Intermediation Fund, and Research and
Study Fund) which will be made available on a competitive basis to address specific
constraints in the selected value chains.

A total budget of 8,2 million euro spread over five years is proposed. Of this 6.9
million euro will be for the private sector component and 1.3 million is for the public
component...

Despite the risks of poor infrastructure, the underdeveloped capacity of service
providers, the image of the private sector, and the danger of market distortion, there
are many positive and supportive factors, and hence it is expected that the
programme will prove the validity of supporting a value-chain approach for business
organisations in Ethiopia.
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1. INTRODUCTION
1.1 Background

Agricultural marketing systems in Ethiopia are generally weak and inefficient. Surplus
production is hardly matched between adjacent areas, and transaction costs are very
high. Linkages between surplus and deficit as well as between rural and urban areas
are very weak. There is no effective transport network, and market information is
absent in most rural areas. Imported food items (mainly grains and edible oil) and
relief distributions distort local markets. Moreover, processing of agricultural produce
is poorly developed, resulting in very little added value being created.

In the past, the agricultural development strategy of the country has mainly focused
on increasing production and productivity. The Ethiopian government has now given
increasing attention towards agricultural marketing. Its commitment to improving
agricultural marketing has been expressed through various policy papers, including
the Poverty Reduction Strategy Paper (PRSP), the Rural Development Strategy
(RDS), and the Food Security Strategy (FSS). The appointment of a State Minister
for Agricultural Marketing is a strong sign of commitment to improve the sector's
performance. This has also been coupled with setting up of appropriate structures
(such as agricultural marketing, and cooperative-promotion organs) at the various
levels.

The formation and strengthening of autonomous and efficient cooperatives and other
business organisations, and their linkages with markets, has been recognized by the
government and other concerned actors as one of the key strategies in improving
agricultural marketing and rural services. The idea is that efficient, effective and
business oriented farmer organisations can be the key to an efficient marketing
system. They can channel the supply from their members, improve storage (and
even processing) and increase the bargaining power of farmer’s vis-a-vis other actors
in the value chain (traders, processors, exporters etc).

In addition, the different forms of farmers’ organisations are expected to play a role in
policy dialogue with the government.

It should also be clear that the concept of creating and adding value, and keeping
that value (value capture), leading to competitive advantage so that at any given time
the economic agent (farmer, small enterprise, cooperative) seeks to find ways of
doing better than others in the same “business” and sustaining competitiveness over
time by a process of adjustment and innovation

In view of that, the Netherlands Embassy in Ethiopia commissioned an Identification
Mission to assess the potential role of farmers’ organisations (FO)? in agricultural
marketing in Ethiopia. The mission was undertaken between May and July 2003. The
main tasks of the Identification Mission were to:

0- assess if conditions are fulfilled to create autonomous cooperatives in Ethiopia;

% In this document a shift is being proposed from the term “farmer organisations” to
“business organisations”. This is in recognition of the fact that farmers' organisations are
business organisations and should not be assumed to be synonymous with cooperatives. In
farmers' organisations there are other forms of organisation apart from cooperatives, such as
business improvement groups, irrigation groups, and women's groups, CBOs, etc., that have
not yet been registered as cooperatives. Business organisations in this programme would
encompass all organisations of farmers, producers, traders, exporters and processors
that this programme seeks to support within the value-chain approach.
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0- assess how a chain-approach could be instrumental in ensuring more efficient
marketing systems and better prices for farmers;

0- assess the feasibility for a programme to support FOs and agricultural marketing
(the proposal was to work with two components: a public and a private
component);

0- identify and analyse support structures and potential implementing partners for
the different components; and

0- to assess the feasibility of a number of activities under the different components.

The team carried out field visits to the Amhara and Oromia regions and held
discussions and interviews with a cross-section of actors at both federal and regional
levels. Based on its findings, the identification mission reached the following
conclusions:

1. itis possible to create autonomous Agricultural Cooperatives in Ethiopia.

2. the support structures for the cooperatives (both GOs and NGOs) work with
some unproductive assumptions about farmers, cooperatives and traders.

3. chain oriented, single-purpose cooperatives (including cereal banks) are most
effective and have the highest degree of ownership by farmers.

4. re-structuring the old Multi-Purpose Service Cooperatives and Unions has not yet
lead to efficient farmer organisations. They survive due to a practical monopoly
on fertiliser supply and they are, as yet, insufficiently owned and controlled by
farmers.

5. in some cases, there is no level playing field in input supply, marketing and
processing.

6. agricultural marketing and agro-processing are constrained by a large number of
factors; some can best be addressed in a chain approach, some require separate
support.

The mission has also identified and recommended implementing partners for the
public and private components of the programme and has proposed clusters of
activities to be implemented under each component in order to improve the
performance of cooperatives and agricultural marketing in the country.

The results and recommendations of the identification formed the basis for the
programme formulation mission, which is the focus of this document. The formulation
has further investigated particular concerns, appraised earlier recommendations, and
considered changes that have occurred over the period since the previous mission.

1.2 Programme Formulation Objectives and process

The Formulation Mission® was asked to formulate a support programme for farmers’
organisations” and agricultural linkages in Ethiopia in close coordination with relevant
stakeholders at the federal and regional levels. The final output is a support
programme document, which addresses in sufficient detail the different aspects of
farmers’ organisations and agricultural marketing and proposals for flexible
intervention strategies and implementation procedures.

® The Formulation Team consisted of two international consultants (namely Peniel Uliwa,
(Team Leader) and Henri van der Land, both from Match Maker Associates Ltd) and one
national consultant (Siseraw Dinku). Three resource persons from implementing partners: Ato
Abey from CC, Ato Kebede from Oromia CPB, and Ato Dejene from SNNP region CPB; and
SNV-Ethiopia Reference Group consisting of (Dr J. Wandera, F. Wakie, D. Wijnhoud).

* As indicated in footnote one, the formulation mission has suggested making a shift to
business organisations, in their different forms, as a point of reference, away from farmer
organisations.
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The specific tasks of the mission, as spelt out in the terms of reference, include the

following:

0- Facilitation of workshops at national level and in the selected regions with all
relevant actors to analyse problems and constraints and to develop the
programme’s intervention logic;

0- Final assessment of the suitabilty of the proposed partners for the
implementation of the proposed programme and to propose alternatives if
required,;

0- Assessment of human resource capacity and the needs of implementing
partners, and to outline task descriptions for the key players in the
implementation process;

0- Analysis of Traders' Organizations (TOs) in Ethiopia and formulation of
proposals to support them, and

0- Assessment of the role of women in agricultural marketing and their participation
in farmers’ organizations, and to develop proposals for enhancing women’s
entrepreneurship and their role in agricultural marketing;

0- Elaborate the mode of operation of the project including coordination
mechanisms, description of tasks and responsibilities for the different parties,
and description of the flow of information in the programme;

0- Develop procedures and criteria for the use of research and study funds, and for
financing external initiatives or projects by NGOs, research organizations, etc;

0- Prepare outline of a tri-partite MoU with the main project partners on the total
programme, and tri-partite contracts with the implementing partners for both the
Cooperative-development component and the Private Component;
Design the phasing of the programme and tentative budget; and
Recommend viable commodities for the support intervention and select
intervention zones in each region.
The formulation started in the last week of July and lasted for four weeks until the
third week of August 2004. During the formulation mission intensive discussions were
held with partner agencies, RNE and other potential stakeholders at federal level.
This was followed by staggered fieldwork in the two target regions. The first round
trip involved discussion with key organizations and facilitation of mini-workshops with
relevant stakeholders from the public and private sectors in both regions to analyse
potential sub-sectors and identify key market constraints and players. From the
results of these workshops, information gaps were identified and relevant data was
gathered.
During the subsequent visits further bilateral meetings were held and regional
workshops were organised where previous choices were verified and detailed
analysis of sub-sectors was made with larger number of stakeholders. Specific
constraints for earmarked sub-sectors (three in each region) were analysed and
discussion groups generated recommendations for possible interventions and
potential collaborators. Besides, the draft logic of the programme intervention was
presented and discussed with participants. Assessment of human resource
capacities of partner agencies was also initiated at the same time.

Following the preparation of a draft programme document, a national meeting with

key partners at which the proposal was presented, commented on, and discussed

was held in Addis Ababa.

o
o

1.3 Set up of the programme document

The formulation document is presented in 11 chapters. In the following chapter a
context analysis is presented of the socio-economic, legal and policy environment in
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Ethiopia. Also, an analysis is presented of farmers' organisations in relation to
agricultural marketing, profiles of targeted regions, and a brief overview of key actors.
In chapter three, constraints and opportunities as analysed with actors in the two
target regions is discussed. In chapter four, the programme concepts and
components are expounded. The programme intervention logic is described in
chapter five. In chapters six, seven and eight, a proposal is made concerning the
implementation modalities, programme management and institutional arrangements,
and coordination mechanisms respectively. In chapter nine, monitoring and
evaluation is discussed, whilst programme phasing and milestones are presented in
chapter ten. In chapter eleven the programme budget is proposed.

It should be noted that this document builds on to the identification mission (IM)
report of September 2003. Hence readers not familiar with this document are advised
to read it in conjunction with this programme document.

14 Acknowledgements

The formulation mission has been executed with extensive support from many
resource persons, respondents and workshop participants whom we would like to
sincerely acknowledge and to thank for their contribution. A full list of persons met is
given in Appendix 3. Still, the mission wishes to thank in particular Jessie Bokhoven
(Director SNV Ethiopia) and Hans Raadschilders (1st Secretary RNE) for their
guidance during the mission. We wish also to thank Ato Kibru Mamusha of RNE, the
reference group from SNV, and the resource persons from the Cooperative
Commission and the Regional Cooperative Bureaus for their participation in the
formulation process and valuable comments on the document.

The consultants however are responsible for the formulation of the programme and
preparation of this programme document.
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2. CONTEXT ANALYSIS
21 Socio-economic context

In Ethiopia, about 85% of the population of nearly 70 million lives in the rural areas,
the majority gaining their livelihood from subsistence peasant agriculture. The
Ethiopia economy depends heavily on agriculture, accounting for 45% of the
country’'s GDP and contributing 85% of its export earnings. However, the state of
development of the agricultural sector is abysmally low. Crop production, which is
dominated by cereals (teff, wheat, maize, barley and sorghum) and coffee, accounts
for nearly 70% of agricultural GDP. The livelihood of this rural population depends
directly or indirectly on subsistence farming, based on traditional agricultural practice,
characterized by low productivity and high vulnerability. The industrial sector
contributes 12% of the GDP and 15% of export earnings. It is predominantly engaged
in agro-processing, textiles and garments, and leather products. The service sector
represents about 43% of the GDP and is dominated by Government expenditure.

Despite the visible overall improvement of the Ethiopian economy in the 1990s
compared to that of the 1980s, poverty in Ethiopia is still among the highest in the
world. The levels of socio-economic and human development in the country are very
low as reflected in various development indicators. Poverty and food insecurity is
widespread and deep, manifested in the high incidence of malnutrition, low coverage
of basic services, etc. According to MEDaC 1999 and the Poverty Reduction Strategy
Paper (2002), some 45 percent of the population in the country are people unable to
lead a life fulfilling the minimum livelihood standard. Access to basic economic and
social services as well as the quality of service delivery is very low.

Ethiopia remains at a low level of socio-economic development. The daily GDP per
capital for rural households of $ 0.30 is far below averages for developing countries.
Ethiopia is far from ensuring sustainable growth and diversifying the narrow
agriculture-centred production and trade structure. Developing a vibrant and
competitive private sector as an engine for economic growth remains a challenge.

An encouraging progress has been made in the restoration of macro-economic
stability and growth, in the reorientation of the economy from a command to a
market-oriented system, in rationalizing the role of the state in the economy and in
the introduction of a decentralized system of administration. Ethiopia still faces major
challenges in increasing income and productivity and in securing social justice.

The long-term development objective of the country was made clear with the
adoption of the Agricultural Development-Led Industrialization Strategy (ADLI) in
1993. As per the strategy, poverty reduction and structural transformation could
realistically be addressed in Ethiopia through rural-led development, primarily aiming
at improvement of smallholder agriculture, while maintaining its complementarities to
private-led industrialization. In the process, export serves as an engine of growth.
Thus, the focus on agriculture was underlined not only for its sheer size, but also for
its potential for industrialization and export promotion.

The core-assumption of ADLI is that agriculture can develop only with improvements
in the productivity of peasant farmers and pastoralists. However, experience so far
has shown that an increase of productivity alone is insufficient. Actually, it can be
counterproductive as was shown in 2002 when, after two years with good harvests,
the prices of agricultural products collapsed, leaving farmers and agri-businesses
with huge losses. Therefore, improving marketing is as important as improving
productivity. With only 15% of the Ethiopian economy not involved in food production
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and with a very limited amount of agro-processing and export, it is clear that the main
challenge is to create sustainable markets. Studies have indicated that the severity of
rural poverty in Ethiopia can to a large extent be attributed to the weak and inefficient
agricultural marketing system.

Within the context of ADLI, the government of Ethiopia published its Rural
Development Strategy with policies, strategies, and instruments, in 2001, and
updated its food security strategy (which was first issued in 1996) in 2002. The
government has also developed a Poverty Reduction Strategy Paper (called
SDPRSP) based on the National Development Programme (NDP), which formulates
policies aimed at achieving International Development Goals by 2015. The SDPRSP
identifies four building blocks for its realization. These are: the strategy of Agricultural
Development-Led Industrialization (ADLI), judiciary and civil service reform,
decentralization and empowerment, and capacity building in the public and private
sectors. These policies and strategies are supposed to provide a direction and a
framework for rural development and food security efforts in the country. However, as
they avoid further reforms in crucial areas like land ownership, distortions in the
markets (e.g. fertiliser supply system, preferential treatment for Parastatals) they may
have little impact on the ground.

Being overwhelmingly a rural based economy, the Ethiopian Government has long
recognized the critical role of agriculture in the development of the country’s
economy. However, there is no agricultural policy that concretely outlines the
framework and direction of agricultural development. At present, there is a Draft
Agricultural Policy formulated by the Government in April 2001, but not approved yet.
(The same holds true for pastoral areas development.)

Despite the good potential of large areas in the country, agricultural productivity in
Ethiopia is low, even in seasons with above average production. As a result of
increased use of fertilisers and improved seeds, agricultural production has grown in
the last decade, but the production per capita seems to stagnate or even get worse
(refer to the IM Report). Analysis of data on agricultural data and marketing by the
mission shows that due to a lack of effective demand, grain prices are falling over
time in comparison to fertiliser prices.

2.2 Farmers’ organizations and agricultural marketing

Farmers’ organizations in the Ethiopian context include the various forms of
community-based associations and groups and cooperatives. Mutual-help burial
associations, rotating saving and credit groups, and work parties are the typical types
of rural institution. In addition, informal extension groups (such as FFS, IPM, NRM,
etc groups), water-user and grind-mill associations are also found in most farming
communities. In a few areas, cereal banks have been set up with the support of
NGOs. However, cooperative societies are the only officially recognized
organizations that are registered by the government authorities concerned. For a
long time, government policies have provided blueprint structures for farmer
organizations in the form of cooperatives.

The Identification Mission report addressed in adequate detail the status and
performance of cooperatives in Ethiopia as well as existing supporting systems and
organizations, including SWOT analyses. It therefore suffices to highlight the main
features only.

The history of modern agricultural cooperatives promotion in Ethiopia dates back to
the 1960s. However, it was only after the 1974 revolution that there was a strong
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BOAM Program proposal October 2004



expansion of cooperatives. Various types of cooperative societies like Agricultural
Producers’ and Service Cooperatives and Artisans' Cooperatives were formed in this
period. By 1990, there were 3,723 producers’ cooperatives with 302,653 members,
and 4,052 service cooperatives with 4.5 million members. In 1990, with the adoption
of the Mixed Economy Policy, nearly all-agricultural producers’ cooperatives were
dissolved. When the present government, took over in 1991, many of the remaining
cooperatives were dissolved.

In 1994, a new proclamation (15/1994) was issued that empowered the Ministry of
Agriculture to organise, develop and supervise cooperatives. The implementation of
this proclamation was hampered by various institutional and capacity problems. In
1996, the government brought all types of cooperative under the umbrella of a
regional Cooperative Bureau with a desk in the Prime Minister's Office. The mandate
of the bureau was to (re-) organise, register, and assist cooperatives. In 1998,
another proclamation (No. 147/1998) was issued that includes the seven principles of
the International Cooperatives Association. Based on article 55 of this proclamation,
the federal Cooperative Commission was instituted in 2002 (Proclamation No.
247/2002). The Commission is mandated to promote different types of cooperatives,
unions, federations and the league at national levels, to provide technical assistance
to regional bureaus and cooperatives, and to promote cooperative marketing and
credit.

The recent proclamation declares that individuals on a voluntary basis may form
cooperative societies. It states that cooperatives must be open to everyone, must
operate without gender, social, racial, political or religious discrimination, and must
be democratic organisations, controlled by the members who actively participate in
setting policies and making decisions. In line with this proclamation, thousands of old
cooperatives have been restructured and new ones created. In 2004, an amendment
to this proclamation and a regulation by the council of ministers was endorsed. These
were intended to address gaps in existing laws and to create a more conducive legal
environment for the cooperative movement. One important provision is that of
encouraging cooperatives to forge alliances with the private sector (non members) in
order to expand their capital base.

A cooperative policy is also being drafted by the CC.

According to the Cooperative Commission, in 2003, there were 7,366 cooperatives
countrywide. Of these, 3,771 operate in agriculture (2,726, are in housing and 684 in
Saving and Credit). Oromia (1,414) and Amhara (1,010) regions take the lion's share
of the agricultural cooperatives, followed by the SNNR (762) and Tigray (550).

Looking at the major activities at national level, statistics show that the overwhelming
majority of agricultural cooperatives work on fertiliser supply (1,568) and grain
marketing (1,351). Those are generally referred to as Multi-Purpose Agric. Service
Cooperatives. Some 102 focus on coffee marketing, 29 on vegetable marketing, 15
on milk, butter and honey, 42 on irrigation, and 22 on fisheries.

Following the last proclamation, 1,281 cooperatives have been restructured and
registered according to national level statistics. Again, Oromia (351) and Amhara
(362) have most. About 300 of the restructured MPASC work together in 25 newly
created Cooperative Unions (15 in Oromia and 10 in Amhara). At the same time,
some 524 new agricultural cooperatives have been created, mostly in Tigray (384)
and Amhara (83).

Although comprehensive data is not available, a number of cooperatives and unions
have been established since the previous mission. A Cooperative Bank has already
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been set up in Oromia, and the CC has a plan to form federations in the near future.
By end of 2004, two federations should be in operation (coffee and grains), and
within the next ten years the number of federations is planned to grow to 17.

Like the cooperative system, the agricultural marketing system has changed much
since the change of government in 1991. As mentioned in the IM report, during the
Derg regime, farmers were forced to bring a fixed amount of grains, against a fixed
(below market) price. Trade was forbidden in the surplus areas, while elsewhere
traders were forced to ‘sell’ a (large) share of their products via the AMC (Agricultural
Marketing Corporation). Since the early 1990s, a number of reforms have been
implemented. The lifting of all restrictions on private trade in March 1990 resulted in a
prolific growth in (small) private traders, which eventually led to the increase of prices
in surplus areas and decreases in deficit areas. In addition, the variability in monthly
prices decreased. The markets also started to show a higher level of integration.
Despite this, seasonality remains an important problem. After the harvest of the main
grains, the prices slowly decrease from October onwards and drop in the period
January - May. The change in price can be as high as 50% for Teff, although
normally it is about 25%.

In spite of these positive reforms, many structural problems of agricultural marketing
still persist. In subsequent chapters the situation is analysed in detail.

2.3 Regional Profile

The proposed support program is essentially a national level intervention and will be
driven by the dynamics of the agricultural chains. However, a focus on two regions,
Oromia and SNNPR, is foreseen for the first five-year intervention. The identification
mission has adequately assessed the situation of cooperatives in Oromia and their
role in agricultural marketing. The same general conclusions have been confirmed as
regards the status and performance of cooperatives in the SNNP region. A brief
profile of the SNNP region follows.

2.3.1 The Southern Nations Nationalities and Peoples Regional State (SNNPR)

This region is formed from 15 zones and 6 special woredas, covering a total area of
110,931.9 square kilometres, and with a population of 14,985,000 (21% of the
national population), is the most culturally diverse in Ethiopia. The cultural diversity is
matched by a wide range of ecologies encompassing everything from rainforests to
deserts.

Bi-modal rainfall patterns exist throughout the region offering opportunities to crop
two or three times per year on the same piece of land. Very small land holdings,
however, create a structural vulnerability to dry spells at crucial times in the
production cycles, as increased planting later in the year cannot easily compensate
for lost opportunities. Fortunately, the majority of the rural population eat enset. This
perennial carbohydrate source, also known as false banana, is very resistant to
rainfall fluctuations and provides a carbohydrate-based food safety-net for most farm
families in the highland and middle altitude communities. The ubiquitous presence of
perennial cash crops including coffee, chat and eucalyptus confirms the overall
wealth of natural resources of SNNPR region in all but the lowland localities, where
livestock is the main agricultural enterprise.

According to ACE-South report for the period 2003-, -| May 2004, there were 1,079
primary cooperatives in the region, with a total membership of 906,591, and a capital
of Birr 131,972,836.78. Out of these, 786, 186, 52, 15 are respectively agricultural
multipurpose, saving and credit, housing, and irrigation cooperatives. The remaining
includes handicrafts (8), dairy band dairy products (3), consumers (7), vegetable and
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fruits (2), forest development and protection (3), and livestock development and
disease protection (1).

Also, there were 10 Unions having a total of 164 coop members (170,243 people)
until June 2004. All the unions, except one, were formed with external support,
mainly by NGOs. Five of the unions with 89 members were assisted by VOCA, while
SHI supported the establishment of three unions.

2.4 Other Interventions in Agricultural Marketing

Several donors support the cooperative development in Ethiopia. The largest seem
to be USAID that, via the Cooperative Union Project (CUP) and the Agricultural
Cooperative in Ethiopia (ACE) projects (implemented by VOCA), provided a lot of
support, especially in the field of training. VOCA has been implementing the
programmes in four regions (including Oromia and SNNPR) for the last five years.
VOCA programme is at the final stage of implementation and a new phase, which will
incorporate agri-business as an important component, is being considered. The other
NGO involved in supporting cooperatives is SHI. SHI's support includes capacity
building of cooperatives' leadership and management through training and study
tours, establishment of office set up, and employment of staff and provision of
equipment and machinery.
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3. CONSTRAINTS AND OPPORTUNITIES ANALYSES
3.1 Introduction

In this chapter specific constraints and opportunities of agricultural marketing in the
SNPP region are analysed. The analysis is based on the fieldwork undertaken by the
formulation mission covering SNPPR region as well interviews done with a number of
key national actors in agricultural marketing. The analysis builds on and
complements the problems and opportunities, which are documented in the
identification mission report, which provides the main background to this programme.

It is worth noting at the outset that, at this stage, the process of commodity
identification (opportunities) did not allow consultation with farmers. This was due
both to time limitation and, more important, because the selection process would
have to be validated during the subsequent value-chain research. The results are
therefore indicative and the preliminary choices are provisional and neither should be
read as blueprint. During inception of the programme, such choices will be further
scrutinised.

3.2 Opportunities in the SNNPR region

Opportunities in the regions were identified based on the potential sub sectors that
meet a number of criteria. During the identification mission, a number of criteria were
proposed for selection of potential commodities. These were:

smallholder-based production

percentage of production sold (the higher the better)

possibilities for chain integration

enhanced group activities

enhanced position of women

high added value (either via knowledge or via agro-processing)

high market value

sound economic base (long-term comparative advantage)

good marketing opportunities, both on local and export markets

exclusiveness

options for further innovations (knowledge-wise or technology-wise)

supported by government policies

social acceptance
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Though these criteria are very well thought-through and encompassing, they are
numerous, and it is difficult to test all of them against each commodity line. During
the formulation mission, attractiveness matrices were used to shortlist and rank some
of the potential commaodities. Two criteria were discussed in the mini workshops and
they proved to be a good yardstick. These were first, potential market opportunity
(evidence of unmet demand, be it national, regional or international), and second,
outreach to smallholder farmers in the regions (potential to affect a large number
of beneficiaries). The short listing results were further discussed and validated during
the subsequent regional workshops.

The results of the relative attractiveness of the various commodities are presented in
Figure 3.1 representing SNNPR region:
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Figure 3.1 Attractiveness Matrix. SNNP Region

otential Market

Crocodile meat, | Silk products, Fruits, | Coffee, Livestock, Teff,
Cereals, Cotton Vegetables, Wheat, cotton, | Spices, Fish, maize,
Inset, Haricot Beans, Hides
and skins, tea,
handicrafts
Cereals
LOW MEDIUM HIGH

Outreach potential ——

3.3 Constraints at the various levels

In the region discussions were held with various actors and at various levels with a
wide representation of the agricultural sector participants. Identification of major
constraints that hinder marketability of products from these regions was the key lead
guestion. Table 3.1 presents the general constraints for the marketing of agriculture
sectoral products as a whole:

Table 3.1 Summary of general constraints in agricultural marketing

Market Access Lack of appropriate market information, Limited
business awareness, Communication and
dissemination deficiencies, Ineffective and inefficient
chains (weak linkages).

Finance Limited MFI facilities, Poor capital base of the
Cooperatives and Unions, High interest rates and
collateral requirements from Financial Institutions.
Lack of long term investment financing facilities.

Management and | Lack of market oriented extension services;
Organisation Limited business & management skills for producers
and their organisations; weak producer organisations
and weak trader organisations.

Policies and Regulations Land tenure and security, Rural financing policy not
yet operational (stil at pilot stage), Limited
awareness among producers of existing policies

Infrastructure Poor feeder road network and poor condition
High cost on motor transport
Limited (appropriate) storage facilities

Input Supply High costs of inputs, non (timely) availability of
appropriate inputs
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