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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.

BOAM Program proposal October 2004



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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BOAM Program proposal October 2004



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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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:

BOAM Program proposal October 2004



HIGH

MEDIUM

LOW

Figure 3.1 Attractiveness Matrix. SNNP Region
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handicrafts
Cereals
LOW MEDIUM HIGH
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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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Technology and Product
Development

Limited technical skills, Lack of awareness of new
technology  options, Insufficient  technology
development centres, Poor quality of commodities.

The top three commodities for the region were analysed in detail. The analysis
centred on specific constraints for growth, their causes and effects, and identification
of entry leverage points, in order to address the situation. A summary of the
emerging picture is presented in Annex 2.

However, it is worth noting some possible leveraged interventions that came up
during this preliminary field analysis which indeed require further analysis within
specific chains as presented in table 3.2

Table 3.2 Possible leverage points in agricultural marketing

Constraints

Possible Leverage

8§ Access to markets

§

To develop a contractual market-link model
between Cooperatives / Unions with Agri-
processors or exporters. Within this the
Cooperative could assume farmer mobilisation,
bulking, grading and quality assurance whilst
the company assures market competitive
prices.

8§ Financial services

To study the upcoming cooperative Bank for
possible wholesale lending to Cooperatives
especially to SACCOs or to MFIs with
agricultural term loan facilities.

To assess the credit guarantee scheme with
Commercial Bank and facilitate extension to
value chains of interest. Build on Rural
financing program which is about to be
launched.

§ Input supply and Extension

To pilot on some selected seed multiplication
projects with cooperative societies

To engage with R& D Institutions e.g University
to undertake contract research for improved
varieties

To engage Private Companies under contracts
in selected research and extension

Infrastructure

To link up with Capacity Building and IFAD
programs on road construction and
rehabilitation

Policies & Regulations

To stimulate and use public-private platforms
for policy gap discussions and lobbying

To support case studies of good practices in
Ethiopia for documentation & sharing (could
use University students).

To develop Gender Integration / Women
Empowerment, and policy development by
Kembatta Women'’s Self Help Centre.

Technology & Product Dev

To support collaborative research between
public & private sector
To link up with Agri-Service for technology
transformation program

Management & Organisation

To develop and implement “Farming is
Business Training and advisory Module”
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3.4

Conclusions from the problem analysis

Marketing system of agricultural produce from the two regions and from Ethiopia
in general is underdeveloped and inefficient. There are few effective, well-
designed and coordinated linkages between small=scale farmers and markets
(agribusinesses), and there is poor infrastructure in market information, lack of
standardisation and quality control, limited value adding (agro-processing),
especially at lower levels of the chain, resulting in post-harvest losses (coffee is
an exception), presence of many intermediaries, high variability in supply,
distorted markets by food-aid influence or preferential treatment of Parastatals,
etc.

The comparatively low growth rate in agricultural GDP can be attributed to the
weak and inefficient agricultural marketing system in Ethiopia, which is signified
by post-harvest crop losses of up to 30%.

The main effect is that smallholder farmers are not benefiting fully from their
work. It is clear that farmers are being economically disempowered in this
process. The economic viability of their farming activities is not the deciding
factor but rather other socio-institutional and political factors play a key role, such
as food security (grain emphasis) where 85 % are involved in food-crop
production, absence of other economically gainful activities, and the like. In this
regard, farming is seen as a tradition or even a hobby rather than a business.
The often-mentioned solution to market-access problems seems to be linked to
the inability of farmers to add value to their produce and associated
infrastructure. However, it may be necessary to investigate how farmers' decision
making is driven by market dynamics, and is a result of their being able to identify
the comparative advantages that they may have in assuming certain functions in
the channel. This is where the need for carefully designed and moderated value-
chain management would play a role.

The other notion, that farmers' organisations (cooperatives) should be
strengthened to assume all aspects of the agricultural value-chain should be
taken with caution.

The model for coexistence between cooperatives and agri-business is not
developed and still there is negative perception about private sector businesses.
ADCI VOCA and SHDI, who have worked a lot on cooperative strengthening,
admit that there is still a lot of work needed to make them efficient and business
like...

Although it is easy to identify potential sub sectors for growth and benefits to
farmers, constraints to take up such opportunities weaken the value chain.
Carefully vetted leverage intervention is key in this case.

There are capacity gaps regarding existing public support mechanisms that need
to be addressed.

Through specific commodity / sub sector analysis, pertinent issues (constraints
and opportunities) seem to come out and the need for coordinated approach
among multi actors for every sub sector is becoming apparent.

The government of Ethiopia has given high priority to improving agricultural led
economic growth by, among other things, designating a state minister for
Agricultural marketing. A number of initiatives are underway to assist in
agricultural marketing constraints, in collaboration with donor support, like IFAD,
IDA, USAID and RNE, just to mention a few. It is evident that the challenge in the
coming years lies in effective coordination of such initiatives for maximum impact.
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35 Gender and the Role of Women in Agricultural Marketing

Women in rural Ethiopia belong to the domestic and men to the public domains of
life. In rural communities, tasks are socially prescribed based on gender roles, and
labour arrangements are male-biased. Women are charged with multiple
responsibilities, productive as well as reproductive. In the farming community,
agricultural operations (such as ploughing, sowing and threshing) and control of
output are all in the hands of men. Women in addition to household chores are
directly responsible for most aspects of post-harvest operations including transport,
storage, and processing. In spite of the fact that women play a key role in the entire
production cycle, they are assumed to contribute marginally through assisting their
husbands. This systematically constricts women’s access to and control of
resources, and marginalizes them in the management of disposable household
incomes. It is the men’s right to decide on disposing important assets such as cattle
and farm incomes, grains as well as cash from sales within the household. The same
principle is applied at the wider community level, where important life events,
associational life and public issues are a matter of men’s decisions. Even when
women have formally recognized rights in land and possess other productive assets
such as oxen and inputs like seeds, the non-substitutable farming division of labour
requires them to seek men’s assistance.

Female-headed households are often identified as the most disadvantaged group in
rural communities. They do not control most of their assets and agricultural
production due to the above-mentioned reasons. They are marginalized from
agricultural extension services and under-represented in the various forms of rural
organizations. Relative to the number of female-headed households, women tend to
be under-represented in cooperative societies. Data on membership in cooperatives
at both federal and regional levels show that women constitute less than 10%.
Representation of women in leadership is insignificant. They are marginalized from
decision-making because of their domestic responsibilities, low literacy level, and
perceived lack of management skills. Male staff also dominates most public
promotional bureaus.

However, over the last years gender mainstreaming has been taken up in different
forms both in the field and at policy and institutional levels. The formulation mission
did not manage to get a comprehensive overview of the present situation in Ethiopia
but managed to discuss and appreciate the following interesting initiatives that the
programme can capitalise on:

§ Kembatta Women's Self Help Centre has developed a programme in Southern
region on Women-Centred Integrated Rural Development. This programme has
been running for five years and has been positively evaluated by government and
other interested actors. The programme focuses on Health, Livelihood and
Environment and has covered five districts. It has facilitated discussion of
women's political participation, land ownership, legal position of women and
women's issues like inheritance law, female genital mutilation, health, HIV and
Aids, etc. The women are organised in groups of 150 to 300, and they want to
move into economic empowerment aspects. Access to markets is a constraint but
there are opportunities in sub sectors such as spices, silk production, etc

§ In the region there are women entrepreneurship associations (although they
seem to be weak) and also there is the Women’s promotion bureau. They focus
specifically on the issues of enhancing access and control by women in economic
activities. There are Women Entrepreneur Associations (WEA) consisting of
women members, who are mainly engaged in petty trading, handicrafts, food and
drink sale, etc, at regional and woreda levels.
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§ There are WEAs having 6 and 10 branches respectively. Both regional and
branch associations are established with the support of micro-enterprise and
small-scale enterprise development agencies, with the objective of promoting
women entrepreneurs' interests. The associations ought to provide training,
information, etc services and facilitate access to financial and other services by
members. However, visited regional WEAs do not have the necessary capacity in
all aspects to effectively discharge such responsibilities. The associations have
office set-up given to them by concerned government agencies, and paid clerks.
The relationship between regional offices and branches is weak and the capacity
of the latter is poorer.

Hence it is a matter of urgency that programme interventions to enhance the role of
women in agricultural production, processing and marketing will involve creation of
gender awareness among cooperative societies and their leaders, and ensuring
gender considerations in their bylaws and plans. Based on training-needs
assessment, gender training will also have to be provided for cooperative promoters
at woreda levels. In addition, the capacity of Women Entrepreneurs’ Associations
and other forms of women organizations need to be identified in target areas and
provided with appropriate capacity-building support based on identified needs.

In this programme, where a value-chain approach will be followed, three of the critical
points of analysis should be of gender participation, control and ownership. Possible
leverage should include the possibilities of increasing women's participation and
benefits.

3.6 Trade Organisations (TO)

This programme will promote linkages between public- and private-sector actors, and
facilitate dialogue between government authorities on the one hand and the actors in
the value chain (farmers / traders / processors etc) on the other, at both national and
regional levels. The programme intends to offer support to farmers' organisations and
traders' / processors' associations, and to promote communication between the two.

In spite of the troubled history of the cooperative movement in the country, the
present Ethiopian government has recognized the role of agricultural cooperatives in
a free-market economy. Cooperative- promotion institutions have been set up at the
various layers to support the restructuring of older cooperatives and the formation of
new ones. There are thus an increasing number of primary and secondary marketing
cooperative societies. Cooperatives are the typical and legitimate form of farmers’
organizations in Ethiopia. The other forms of organization are village-based cereal
banks, which are established with the support of NGOs but lack formal recognition
and assistance by public agencies. At the kebele level, extension agents of woreda
agriculture offices also organize farm households into informal extension groups for
disseminating agricultural extension packages mainly in the areas of crop and
livestock production and natural resource management.

On the other hand, the development of trading associations in the country is still at a
infant stage. In the specific sub-sectors assessed (spices, oil products, grains), in the
regions, traders are not organized into associations. They prefer working individually
and they seem to have received no BDS support.

There are very few trading associations at the federal level (in Addis Ababa) only.
The ‘absence’ of trader associations in the target regions remains a critical gap in
realizing the above-stated objective. The Identification Mission report also shows this
lacuna. Moreover, field-level assessments show that there exist no linkages between
existing cooperatives and TOs including CoC. The focus in the initial years of the
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programme should therefore be on the facilitation of viable trader organizations in the
target regions and at the national level along the marketing chains of selected sub-
sectors.

Apart from the chambers of commerce, it appears that existing trader organizations
are mainly organized around specific commodities at a particular node in the
marketing chain. These include:

0- Ethiopian Coffee Exporters' Association,

0. Coffee Merchants' Association,

0- Pulses and Oilseeds Exporters' Association, and

0. Grain Traders' Association at the Addis Ababa central market,

Studies in the sector reveal that there are currently no integrated trading associations
that embrace all levels of trade. The same studies indicated that this is
disadvantageous in many ways. The success of processing and trading at each level
depends on actions taken at other levels. Membership of trade associations that
embrace the full market chain helps improve trust and relationships between
individual traders. Arbitration and dispute settlement by an association is less costly
and more efficient than other alternatives. Trade associations can also serve as a

platform for information exchange, advocacy, and trade promotion.

Therefore, it is essential that the programme facilitates the establishment and
strengthening of voluntary and autonomous traders’ organizations in selected
commodity lines. Main activities in this regard may include awareness creation on the
advantages of TOs, support in drafting of bylaws, development of working
procedures and plans, and other institutional capacity-building initiatives.

According to the recent Chambers of Commerce and Sectoral Associations
Proclamation (No. 341/2003), the Ministry and regional Bureaus of Trade and
Industry are responsible for the registration of Chambers of Commerce and Sectoral
Associations. Departments have been set up within the Ministry and the Bureaus to
promote the formation of chambers and registration. Therefore, in order to enhance
their role, capacity-building supports may also be considered by the departments
based on clearly identified needs.
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4. PROGRAMME CONCEPTS AND ORGANIZATION
4.1 Programme conceptual framework

This programme is guided by the strategic choices made during the identification
mission and subsequent consultations between the donor (RNE), the Cooperative
Commission and SNV Netherlands Development Organisations. The formulation
mission has built on these choices as far as the TOR® specified them and has
translated them into a programme conceptual framework.

Key strategic issues raised and conclusions made during the identification mission

included:

§ Emphasis shall be placed at facilitating the creation of autonomous
agricultural cooperatives. Assumption is that farmers are willing to join a co-op,
as long as they foresee substantial benefits from it.

§ The emphasis will be to promote chain oriented, single purpose cooperatives
(incl. cereal banks) as they are most effective and have the highest degree of
ownership by farmers.

§ There seems to be an element of mistrust between traders and farmers so
much so that it is always assumed that it is better to strengthen cooperatives to
perform all functions on their own. This notion has to be addressed by developing
modalities through which trust and confidence can be built on both sides.

§ It is emphasised that farmers have to balance potential benefits of a co-op
against the costs of organising themselves. In general there is too little
attention for the social processes at work in cooperatives. This area should
receive attention and support in future

§ Re-structuring the old multi-purpose service cooperatives and unions has
not yet lead to efficient farmer organisations. More support and emphasis has to
be put in these areas.

§ In several cases there is no level playing field in input supply, marketing and
processing. The fertiliser supply chain has been the main issue, but also the
unfair competition from para-statals in the processing sector is harmful. A level
playing field where all players in the value chain enjoy win-win and transparent
practice shall have to be developed.

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

§ Inlocal economic development and especially in sectoral approaches market
demand is the starting point (“point of final sales”) to raise competitiveness.

§ Market demand differs according to the point of final sales (industries of retail).

§ Government entities on a regional level are often required in improving the
business environment in their region or to eliminate/smoothen public charges
and procedures.

§ Private business has a key role.

With these conclusions and further findings during the formulation process, the

following overall programme framework is proposed which is based on the following

key parameters:

§ Agricultural value-chain approach

The programme revolves around the value-chain concept. This means that the

programme interventions are determined by constraints and opportunities arising

from these chains. Interventions would centre on promoting strategic alliances
among public- and private-sector actors that together would develop effective and
efficient chains that are beneficial to them.

® Refer to the final TOR
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In this programme the identification of constraints and opportunities that inhibit
agricultural sub sector growth is key. Agricultural value-chain analysis is therefore
going to be continuous and is a core capacity required by this programme. Based on
structured and detailed analysis, intervention strategies would be drawn for any chain
that will be focused upon in this programme.

§ Farmer organisations based on modern cooperative-management
principles

The farmer or producer organisations along the chains will be strengthened by the

modern cooperative-management principles of democratic, business-like and

accountable autonomous business ventures. This will be the direct area of impact for

the cooperative-development component in this programme.

§ Private Sector and Public Components

The programme revolves around strengthening and restructuring the provision of
effective business support systems for all actors along the value chain (SME, farmers
and business associations, cooperatives, unions) at the national level as well as to
promote a favourable business environment and improved governance to increase
regional competitiveness.

§ Capacity development of key services providers
Programme will identify and strengthen key service providers in accordance with best
practices in sub sector market-development principles.

§ Public — Private Dialogue Platforms

To create a level playing field, platforms for public - private dialogue will be
encouraged to articulate and lobby for a favourable enabling-environment for the
development of the respective value chains

§ Research and Development
Programme will set aside resources to support research and studies on pertinent
issues that affect the value chains and agricultural marketing in general.

The above parameters are summarised in the overall programme framework in
Figure 4.1.
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Figure 4.1 Overall Programme Framework
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4.2 Programme components
The programme consists of two mutually complementing components.

The first is the public component, which focuses on policies and strategy for regional
economic development for cooperatives and their unions, business and trade
organisations and individual SME . Through this component regional agricultural policy
should concentrate on key commodities produced in the region and on key region-
specific cross-cutting issues, and should relate to variables over which the region has
control. BOFED should focus on issues that can be tackled with its resources over which
it has discretion or which it can address through instruments over which the regional
government has control, such as granting of land use rights and licensing of traders and
on areas that require inter-agency and cross —level co-ordination... BOFED will
coordinate this component (implementing agency) in liaison with two managing
offices:"MSE Development Agency” (MSEDA) and the “Cooperative Promotion Bureau”
(CPB), the latter will closely coordinate its activities with the Bureau of Agriculture.

The second is the private sector component, whose focus is to develop business
services to farmers and other entrepreneurs along the whole agricultural value chain at
the national level. This component will identify leverage interventions and win-win
strategies for actors in whole value chains. With SNV managing this component, whose
mandate is mainly in capacity development of local organisations, it is apparent that the
main approach of SNV will be to develop capacities of service providers in the areas
relevant to constraints and opportunities identified in the various value chains. This
approach is also in line with best practices in BDS programmes where the facilitator's
role is separated from that of service providers. SNV will set up a programme
management unit (PMU) at national level which will have specialised advisors who will
work flexibly in all areas of the agricultural value chains. The programme management
unit will also have the task to coordinate with the public component and other relevant
stakeholders by networking and facilitating public private dialogue platforms to
encourage policy reform at the national level.

4.3 Underlying concepts for the Programme

Overall approach adapted for this programme combines the value chain and sub sector
BDS market development concepts. Whilst the value chain entails an integrated
analysis and planning from input supply, production, processing and marketing, the sub
sector BDS market development further requires that delineation of functions be made
between donors, facilitations, service providers and clients/beneficiaries. The
cornerstone of the whole approach is to focus on the critical constraints and
opportunities that hold back the growth of sub sector and design interventions that would
benefit all actors in the chain (not only farmers’ organisations) and have a potential to
become viable solutions to be offered by the local service providers.

The concepts are further explained below as they form the backbone of the programme.

4.3.1 Value Chain Concept
The value chain describes the full range of activities, which are required to bring a

product or service from the conception, through the different phases of
production (involving a combination of physical transformation and the input of

26

BOAM Program proposal October 2004



various producer services), delivery to final consumers and final disposal after
use.

The essence of a value chain is to create and manage a vertical alliance or strategic
network between a number of independent business organizations in order to meet the
needs of targeted consumer(s). This is also called a market-focused collaboration. This
strategic alliance is formed to meet specific market objectives and often is created when
organizations have a shared vision and common goals. It allows for mutual decision-
making as well as the sharing of risks and benefits. It also allows for cooperative
intelligence: costing, marketing, and organizational information is shared enhancing the
value chain’s profits and competitiveness.

The value chain therefore provides a framework for conducting business transactions, it
is responsive to the needs of the consumer; it involves trust and open communication
between its participants; and it results in mutually beneficial outcomes for all participating
parties.

The concept of value chain analysis and chain development has a number of merits.

First and foremost it fosters an entry into (global) markets, which allows for sustained
growth by making the best use of rapid market changes. Secondly it provides an
understanding of dynamic factors of the whole chain that needs to be managed by
actors in the chain.

However, experience tells us that many have gained from globalisation but not everyone
has gained, particularly those participating from developing economies.

There has been a large number of ‘casualties’:

8- Those who have been excluded from market entry

8- Those who have suffered from liberalisation and globalisation

d0- Those who have gained, but remain poor

In this programme, which aims at increasing access to markets by smallholder farmers,
the issue of selecting agricultural values chains, analysing them and ensuring proper
governance of them is the key challenge. The issue of concern to this programme is,
how can smallholder producers and other business organisations in Ethiopia participate
in and benefit from (global) growth-potential markets? . Note that if smallholder
participants get it wrong, they are likely to enter a ‘race to the bottom’.

The value chain analysis which will precede any intervention by the programme, is

designed to provide the following overview:

§ It should address the nature and determinants of competitiveness.

§ By focusing on all links in the chain (not just on production) and on all the activities in
each link, it will helps to identify which activities are subject to increasing returns, and
which are subject to declining returns

§ As a result of being able to make these distinctions and of understanding their
implications, policy makers will be assisted in formulating appropriate policies and
making necessary choices

§ Most importantly, it will help producers and firms to position themselves in ever-
changing and dynamic markets.
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4.3.2 Sub sector market development concept

Sub sectors are generally defined by a particular finished product or service (i.e.
wooden furniture, dried tomatoes, clothing production, legal consulting etc,
designated to supply a particular final market (export or local market)”®

Sub sector analysis is generally undertaken as a basis for identifying all functions and
actors as well as the various supply channels through which products pass to the final
consumers.

The essence of sub sector analysis (often initiated by development organisations) is to
identify leverage interventions that could reach a large number of beneficiaries
through a single stroke. Sub sector analysis therefore provides a broad overview
(map) of what is happening. Good practices in BDS suggest that development
interventions should promote a market for business services in the sub sector rather that
just subsidizing such services, which is not sustainable. This does not mean that certain
services to certain target groups should not be subsidised. For example, there are
certain public services, such as technical infrastructure, which are a public good and are
not expected to be sustainable as viable business solutions. Another point to be
emphasised is that the business services to be identified would require to be tested
against demand and supply, in order to be sure that they are not only delivered but also
needed..

Programme design for sub sector market development calls for adherence to a number
of incremental steps that forms a circle. This is provided in the Figure 4.2.

Fig. 4.2 Steps in subsector/ business
service approach to program design

1. Subsector
selection

6. ldentification and
selection of

interventions
2. Subsector mapping

5. ldentification of
actors

3. Identification of
constraints and
opportunities

4. Identification of
commercially viable
business solutions

® Quoted from Subsector / Business service Approach to Program Design, USAID Aug 2002
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In this programme both good aspects of the value chain and a sub sector market

development approach will be used.

In translating these concepts into start-up of operations the following steps are

envisaged:

Step

Description

1% Select a sub sector for intervention

Key stakeholders should agree on criteria

for sub-sector selection in the programme.

Some of the criteria that were discussed

during the formulation process include:

§ Existence of market potential

§ Outreach and benefits to large number
of small scale producers

8 Possibilities for value adding

8 Linkages with other
programmes like CBI
promotion etc’

support

on export

2"%: Undertake Sub sector / Value Chain
Analysis

Use existing sub-sector reports if already

available, otherwise undertake the
analysis. The focus of the analysis is to
identify  different  channels, actors

performing different functions, constraints
and opportunities for growth.

The Sub sector / value chain analysis
should present a report on leverage points
and identify possible service providers.

3% Development and agreement on the
Strategic Intervention plan

From the sub sector / value chain analysis,
the private-sector programme
management unit will prepare the strategic
intervention plan which will identify the
programme action points, the service
providers, indicators, timing and budget. It
is on this basis that the programme will be
launched for each selected agricultural
value chain.

4.3.3 Coordination among various actors in a value chain

Supporting access to agricultural markets following the chain approach would inevitably
demand concerted efforts of various actors (public and private) each providing the

services that they are best equipped for.

” The sub-sector selection will have to be fine-tuned during the inception phase, by involving key
stakeholders. In order to avoid ambiguity, clear description of criteria should be provided. For
example: “existence of market potential is that there is evidence of effective demand for products

from this subsector”.
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Best practices in BDS call for a distinction between the various actors and their roles. A
distinction is made between activities to be performed by donors / governments,
facilitators, services providers and the final target group.

In the case of this programme, the donor (RNE) will provide funds which the programme
implementers (SNV and BOFED in coordination with MSEDA and CPB ) will manage.
The direct delivery of services to address various constraints in the selected value
chains will be undertaken by private- and public-sector service providers to be identified
by the two organisations. In some instances, capacity development of such providers
may be inevitable and will be facilitated by the programme so that they are able to offer
relevant services to the farmers and their organisations. Capacity development of
service providers is also critical in light of sustainability of such services.

For each value chain, the facilitators will develop a framework around which coordination
of interventions would take place. The determining factor for any level of success in the
value chain approach is governance and coordination, ensuring effective management
of critical stages and building of long-term relationships among actors. Equally important
for this programme is the directing of support towards farmers and their organisations to
enable them to meet the ever-changing market conditions, without which they will be
excluded from certain chains.

Experience suggests that chain leaders need to be identified who would oversee the
communication within the chain and provide some level of coordination. If clarity is not
sought from the inception as to who provides which service and on what modalities,
chances of success will be minimal.

In this programme it is suggested that a strategic intervention plan is developed by the
programme-implementation unit and agreed upon as a basis for chain governance and
coordination within the chain. But such a plan will also be used to justify and plan for
various interventions that the programme will provide towards the specific chains.

4.4 Target groups and beneficiaries

The primary target groups are the actors in the value chains including farmers,
producers, processors, traders and exporters’ organisations, which will be assisted to
access resources and capacities in order to better serve their members. Indirect target
groups (means to achieve the primary target groups); will include public- and private-
sector institutions, which will benefit from capacity development support in order to
deliver relevant services to different areas in the value chains.

45 Intervention areas

The value chain determines the areas of intervention. This means the programme
interventions will be driven by the constraints, which it seeks to address irrespective of
where they occur, and thus the interventions will not be limited to the geographical
boundaries of the two regions. The dimensions of the value chains are not region
specific.

4.6 Programme organization and management

The programme has two main components, which will be spearheaded from two
different organisations i.e. BOFED and SNV. Each organisation will recruit a programme
management unit that will be tasked with day-to-day running of the programme. Internal
delegation mechanisms will follow their organisation-specific systems. A programme
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advisory committee will be instituted to provide policy and strategy as well linkages and
mutual reinforcement of the two components.

At the regional level, close working relationships and information flow among the various
actors are necessary, in particular for each value chain. One other modality of
coordination is through a specific commodity value-chain coordination group, although it
would not necessarily be limited to the two regions.

The modalities of programme coordination are further explained in chapter 7.

4.7 Exit strategy

The programme has a life span of five years. An explicit exit strategy is therefore part
and parcel of the programme planning. One of the underlying assumptions in this
programme is that the facilitation and direct involvement in the various value chains
should be replaced by long-term mutually beneficial relationships between producers
and other agri-businesses. Another level of sustainability is at service providers' level,
whereby it is expected that if they offer commercially viable solutions, they would have a
market for their services in future. The emphasis in the programme is on strengthening
different business-services organisations along the value chain, in recognition that such
services may be required in the long run beyond the life span of this programme.

It is therefore proposed that an exit strategy and key milestones are developed and
agreed upon by key stakeholders for each value chain, during the discussions and
approval of the strategic intervention plans.

Chapter 9 provides more guidelines on the exit phase.
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5. PROGRAMME INTERVENTION LOGIC

In this section the programme goal, the objectives, outputs and main activities are
explained. The Logframe provided in appendix 1 has to be adapted further concerning
the changed focus on cooperatives in this programme and in regard to the role of the
regional government authority. It narrates in detail the overall programme intervention
logic.

5.1 Programme GOAL and Strategic Objective

The programme GOAL is to contribute to sustained reduction in rural poverty in
Ethiopia.

The programme's strategic objectives are:

§ 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

Programme Components

The programme shall focus on two components in order to achieve its predetermined
strategic objectives:

§ Public sector component

§ Private sector component

Public sector component:

The public sector component will focus on three key areas (with special emphasis on the

selected agricultural value chains), namely:

§ Improving the regulatory and policy environment in the region of intervention by
constantly reviewing what is happening in the private sector and agricultural
marketing and stimulate policy dialogue on the national level.

§ Supporting the restructuring of the cooperatives, unions, farmer organisations,
chamber of commerce and other business and trade organisations in order to
become more business oriented as per proclamations and restructuring plans.

§ Providing organisational development support to the private sector around the value
chains

The public sector component will deliver what could be termed “the public goods”
required for all business agents around the selected value chains in order to emerge and
thrive. Business development services towards farmer organisations, such as business
planning, business linkages, business management, etc., would be offered under the
private sector component and following the contracting arrangements with appropriate
service providers. As mentioned earlier, cooperatives within the value chain concept are
a business actor. In order to carry out their roles they need to be strengthened like any
other business organisation.

8 Efficient and effective agricultural value chains would be judged by (among other things) the
value added created by the participants, market competitiveness, increased participation of
private sector, the effective dialogue between public and private sector actors in influencing
conducive business environment for the chain to thrive, better farm gate prices and benefits to
farmers and other actors in the chain, etc
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Through the public sector component the following activities have been planned for in

this programme:

§ To influence actions at the national level, the programme will initiate a policy forum.
The programme will support BOFED to create an effective secretariat that would
facilitate the study of and debate about various policy issues on regional economic
development and agricultural marketing in Ethiopia based on value chains, and draw
lessons for the purposes of further reforms and policy development. It is proposed
that this platform draws its agenda from various practitioners in the field. In this case,
the actors in the private component might suggest issues that this platform could
respond to.

The platform is planned to be open to key stakeholders in cooperatives, unions,
farmers, trade and other business organisations and agricultural marketing. They
could include practitioners and policy makers from relevant ministries and bureaus,
researchers, business community forums such as chambers of commerce, donors,
etc

To avoid the danger of being an inward-looking forum, it is advisable that at a certain
moment BOFED (and its coordinated units MSEDA and CPB) utilise services of
external consultants and advisors who would bring in experiences from elsewhere.

BOFED is also expected to work on continuous review and improvement of policies
and regulations that affect regional economic policy on growth and competiveness in
the agricultural sector... One area that deserves adequate examination is on the
standardisation and certification systems and their effect on certain agricultural value
chains.

§ BOFED shall support all economic agents (farmer, SME, cooperatives, unions)
through its respective bureaus whose work would be given a boost by this
programme. The programme will specifically focus to the work of bureaus falling in
the chosen agricultural value chains. Possible bureaus are: Cooperative Promotion
Bureau (CPB) in accordance with Bureau of Agriculture and Micro and Small
Enterprise Bureau (MSEDA). Those bureaus are coordinated by BOFED as
implementing agency but are managing units for the public sector component of this
programme.

BOFED is expected among others to promote the bureaus in order to enhance their

capacity to serve better the needs of business organisations and other economic

agents of the private sector along the chosen value chains. In particular:

0 Assist the bureaus to develop strategies that are market driven

o Provide the bureaus with relevant market information by linking them to relevant
sources

o Train bureaus management in issues of market economy

o Enable bureaus to learn from each other e.g. through exchange visits

§ In order to equip the respective bureaus to assume the above tasks, the programme
would provide a capacity strengthening support. A capacity development plan based
on the above thrust would be developed for each participating bureau and resources
have been reserved in the programme in areas of HRD and some investments. SNV
is specialised in providing capacity building support, which could also be availed to
the CPBs, if they choose that option.

§ It is acknowledged in this programme that the regional cooperative promotion
bureaus are potential service providers in their areas of competence. Taking into
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account the realities of the rural areas and the experience that the bureaus have
gained in various actors along the chosen value chain, there is a lot of expertise to
be drawn on in this programme. In this respect, under the private sector component,
the business organisations could opt to engage the bureaus and other BDS
providers for specific service delivery.

Private sector component:

The private sector component will focus on supporting delivery of vital and needed
business development services as leverage interventions along the whole agricultural
value chain.

The following key deliverables are expected from this component:

§ To identify and analyse agricultural value chains jointly with all relevant actors, also
those from the public sector component, that would have maximum impact in the
selected regions and in the country at large.

To ensure that vital BDS services in selected agricultural value chains are delivered
in a sustainable manner

To strengthen capacity of public- and private-service providers

To support research and development in order to find out innovative solutions and
keep abreast of good practice in other parts of the world.

To facilitate the public-private dialogue platforms in order to identify policy and
regulatory constraints in the selected agricultural value chains.

w ww W

The Programme Management Unit installed by SNV and using SNV Netherlands
Organisation structures and resources for specific tasks has the responsibility of spear-
heading this component.

Two types of services would be available under this component. The first one is those
services that SNV normally offers within its mandate and core competencies. These are
what SNV calls capacity development services (CDS) which could also be beneficial to
business organisations in this program. The other group of services are the general
business development services (BDS) that would be offered through appropriate service
providers.

The modalities for accessing such services are explained in chapter six. Below is an
appreciation of what those services could entail:

Capacity Development Services:

The services will address well-articulated demands and the delivery will be on basis of a
contract that clearly spells out the obligations of the partners, the activities to be
performed, and the outputs to be achieved. The identification of these service providers
and their capacity development needs will be part-and-parcel of the strategic intervention
plan drawn up for each value chain. Such a plan would draw its input from the value
chain analysis which should have identified chain-specific OD/ID priority areas. It is
further appreciated that capacity development is a broad and often long-term
engagement process. The entry for CDS would, therefore, essentially be directed at
helping the selected organisation to be able to effectively and sustainable cope with
chain-specific issues.

The Programme Management Unit as the implementer of the private sector component
of programme, has no exclusive right to the delivery of these CDS. The clients, i.e. BOs
and service providers, are entitled to access the support of others in these fields, and the
leverage fund available in the programme enables them to secure funds (under certain
conditions) for contracting others. Hence, a level playing field with respect to service
delivery is promoted by the Programme Management Unit not crowding out of other
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(private) service providers. The bottom line is that the Programme Management Unit is
not competing with local service providers, and CDSs that are not going to be part of the
tender process are those that are intended to build capacity of local providers, where the
market is not able to provide such services, and where there are values (issue driven)
that have to be safeguarded, such as gender equality and environmental quality upkeep.

Some of the examples of the CDS (to be justified on a case-by-case basis) that the
advisors of the Programme Management Unit recruited by SNV could deliver in the
context of this programme are:

1. Strengthening of producers, traders, processors and sectoral organisations

In addition to the FOs supported by the CPBs, i.e. primary societies, unions and
federations, other farmer organisations, traders, agro-processors and sectoral
organisations also deserve support. An example is some producers' organisations that
SNV may support. There are also women and youth traders that have organised
themselves and wish to be supported. SNV, being an expert in organisational
strengthening and development (OS/OD) has the knowledge, experience and capacity to
support these types of organisations. This support develops the membership
organisation and representation structures for effective dialogue and lobbying.

2. Building public-private partnership and dialogue structures

Partnership arrangements between actors in the chain and stakeholders along the chain
have proven to be vital in agricultural value-chain development. With respect to actors in
the chain the objective is to develop lasting win-win arrangements, while for dialogue
structures and partnerships with stakeholders along the chain, the objective is to create
a more conducive environment and level playing field. The Programme Management
Unit is building capacity of producers so that they can organize themselves for a
common interest and is also involved in strengthening the capacity of the regional and
municipal authorities. Due to its rapport with the private sector, the civil society and the
(regional) government, SNV is in a unique position to facilitate structured dialogue and
partnerships between the various actors. Also, SNV is well established at the regional
and national level and thus will be able to participate at all levels and, moreover, provide
an interface between regional and national level issues. Obviously, the salient issues in
the selected agricultural value chains will define the purpose and drive the agenda of
such partnerships. During fieldwork it was remarked that PPPs do exist both at regional
and at national level, although they are generally weak and in some regions like the
SNNPR non-existent. This would be an area for SNV to build on.

3 Monitoring and assessing the impact of market development at household /
gender and livelihood level and environmental sustainability

The Programme Management Unit would use SNV'’s expertise and poverty assessment
(baseline information) gathered as a result of positioning itself in the regions, to assess
the impact that this programme is making on the poverty situation.

Business Development Services

Below are some examples of vital BDS that may come up in the course of value chain
analysis and design of intervention strategies:

d- Facilitation of Market Linkages
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Linking FOs to market outlets is a vital task to be performed by relevant service
providers. Although SNV is well positioned to inspire the Programme Management Unit
to undertake this role due to its extensive knowledge of rural production systems,
organisational development, and private sector development in most countries in
Eastern and Southern Africa, it is also acknowledged that in Ethiopia there are many
other possible providers that have relevant experiences and competencies.

Often mistrust and lack of confidence between private sector and public sector on the
one hand and small-scale producers on the other can be reduced if not eliminated by
well-facilitated market linkages arrangements.

Market linkages facilitation bridges the gap between producers and buyers or processors
and tries to instil a lasting business relationship. This service will be crucial in the
agricultural value chains that will be focused upon. Promotion of win-win cooperation
between farmer organisations and other agri-businesses would have to be facilitated in
order to create demonstrable effects.

0- Introduce/Transfer Agro-Processing Technologies

Agro-processing is not sufficiently developed in Ethiopia. Yet increased benefits (prices)
to producers are partly possible when there is more value adding at their level.
Appropriate technologies, that farmers can manage without jeopardising market
conditions like quality, should be researched and promoted in this programme. Solar
drying of organic fruits, and oil extraction and refinery are some of possible technologies
that farmers and their organisations could acquire.

0- Design Win-Win strategies between various actors

Agricultural value-chain management involves identifying the different firms who would
perform various specialised functions with an intention to meet customer needs and
provide win-win advantages to all participants. Identifying and designing such strategies
will be critical if this program is to succeed.

d- Train Business Organisations in business-plan development, marketing, etc.
Business management training is crucial for smallholder farmers and other actors like
traders and processors to enable them to make informed business decisions. In this
programme, farming at smallholder level should be taken as a business, and for this shift
a lot of business management skills will be required.

0- Link producers to new markets, e.g. export markets

Market intelligence is one of the key services to be offered in this programme. Service
providers who can search and update market information are required. The Export
Promotion Agency is active in searching for export markets. Linking up with this agency
is key. In conquering new markets one area that deserves adequate examination is on
the standardisation and certification systems notable for export markets.

0- Develop new and innovative financial instruments

Access to affordable and adequate financial services is key to business sustenance and
Ethiopia is no exception. Through this programme, service providers such as financial
institutions, micro-financial Institutions, etc. will be encouraged to tailor their services to
various participants in the agricultural value chain. See the sections on various funds in
chapter six.
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Programme management and coordination

The programme shall be managed by Programme Management Units for each of the
components and these will be reporting to the Programme Advisory Committee for
broader consultation and synergy.

PMUs will develop implementation plans, and carry out monitoring and evaluation of the
respective components of the programme.

It is the responsibility of the PMUs to ensure that the following deliverables are in place
for effective programme coordination and management:

Set-up and establish project management unit/team

Develop and sign implementation agreements

Design operational procedures

Develop Agricultural value-chain strategic intervention plans

Develop Fund management procedures

Plan, coordinate and monitor the programme activities

Coordinate with other component and other relevant stakeholders

w W W W W W W

In Chapters 6-11, the programme implementation modalities, management, institutional
arrangements, monitoring, phasing and budgets are presented.
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6. PROGRAMME IMPLEMENTATION MODALITIES

The implementation modalities are spelt out for service delivery to the various target
groups of the programme, and for accessing different forms of financial resources
available in this programme.

6.1 Demand-driven services

Ideally, the service delivery to business organisations (BOs) is demand driven. Though
the rationale of ‘demand-driven’ is widely accepted, in practice it often turns out that
many of the services are supply driven. Often the BOs are not sufficiently empowered to
articulate their demands clearly and the fact that they often don't pay for the services
provided (through programmes) also augments their dependency on service providers.
Supply-driven services often prove not to be relevant and, moreover, are likely to be
quite costly.

In this programme, the private component will promote demand-driven services by:
§ Strengthening the BOs' capacity to explicitly define their needs;

§ Engaging the BOs in the awarding of contracts to service providers;

§ Developing cost-sharing mechanisms

Organisational strengthening is part of SNV's core business through its portfolio teams,
and the processes designed to assist clients, such as BO’s, to substantiate their
requirements are well designed. The involvement of the BOs in contracting the service
providers can be modelled in various ways. The ideal form in the sense of ownership is
to provide funds to the BOs on the bases of their proposal and, hence, give them the
authority to contract the service provider that meets their demands best. The
disadvantage of such an approach is that it is individual-needs based while many other
organisations could have the same needs. Assisting each of them to prepare a (similar)
proposal is time consuming and not very efficient. Identifying the type of service required
by a number of actors in the chain and then awarding a bulk contract to a service
provider in a competitive (e.g. tendering) and a transparent manner is more efficient and
cost-effective. This also matches better with the sub-sector/agricultural value chain
approach that works on the premises of leveraged interventions.

Developing cost-sharing arrangements is another important way of ensuring that the
BOs are in the ‘driver’s seat’ and also it serves the purpose of enhancing accountability.
Various forms of cost-sharing arrangement are possible and the appropriateness of the
arrangement (in kind or in cash, the percentage of the contribution) depends on the type
of beneficiary (e.g. marginalized groups such as pastoralists, women, youth,
handicapped, versus large producer organisations) and the context (e.g. agricultural
value chains with relatively low potential returns versus others with potential high
returns). It is the task of the programme management unit to design the most fitting cost
sharing arrangements in the course of the implementation of the programme. The
bottom line is that BOs are committed to the desired intervention.

Graphically the system for implementation modalities for the private sector component
can be depicted in Figure 6.1
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Fig. 6.1 IMPLEMENTATION MECHANISMS: PRIVATE SECTOR COMPONENT
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As for the public component, the issue of demand-driven services is equally critical.
However, BOFED in coordination with the relevant bureaus like MSEDA and CPB in
accordance with the Bureau of Agriculture are mandated to provide certain services
(public goods). In this programme we have grouped such services under restructuring,
governance and promotion clusters. Although it is acknowledged that the restructuring
mandate is wide and an ongoing exercise, it is recommended that an explicit emphasis
would be placed at providing such services to the farmer’'s organisations within the
selected agricultural value chains. Other business development services that such
farmer organisations would require in order to grow and thrive as private businesses
would be articulated and supported through the private sector component. The
respective regional bureaus like other service providers are expected to be able to
provide relevant BDS on competitive basis.

The public component will be coordinated through BOFED and managed by a
programme management unit at the BOFED level , which will also host a policy platform
at that level. The PMU will be made up of designated staff from BOFED and respective
MSEDA and CPB designated staff. The PMU manages and allocates resources to be
able to carry out the programme activities in the area of improving the entire business
environment along the chosen value chains and according to approved operational
plans. Funds will be allocated directly to the respective managing bureaus (MSEDA and
CPB) according to annual action plans.
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Through interacting with all economic agents BOFED and the related managing bureaus
(MSEDA and CPB) are expected to bring out issues that require policy intervention.
Such issues would be tabled at the Policy Platform for deliberation and solution seeking.
The Policy Platform will also be fed by the private sector components in terms of issues
that require policy action.

The implementation modalities for the public component are depicted in figure 6.2 below.

FIG 6.2: IMPLEMENTATION MECHANISMS: PUBLIC SECTOR COMPONENT
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6.2. Various Funds

Various funds are envisaged in the private sector component of the programme. The first
one, the so-called Leverage Fund (LF), will finance those interventions identified through
a sub-sector analyses that will leverage certain agricultural value chains. The second
one is a Research and Study Fund (RSF) and it will finance action-oriented research
activities relevant for either specific agricultural value-chain development or for the
overall programme development. The third fund will be a Financial Intermediation Fund
(FIF) and its purpose is to enable organisations to acquire technology and hardware
relevant in the context of a particular agricultural value chain. Each fund will have its own
process of appraisal, disbursements and supervision.
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Leverage Fund

The purpose of the LF is to finance those interventions that will create a huge impact in a
selected agricultural value chain. The type of interventions/services, which of course will
relate to an identified constraint, will only be known after an in-depth study of the
agricultural value chain and they may vary a lot. Final dispositions will be made during
the inception phase. Examples of possible interventions are:

8

A commodity price information system; a service provider wishes to develop a
system of collecting and disseminating spot market prices of the main (urban)
markets in a country. The fund finances the piloting and testing of the system.
Warehouse receipting; a service provider wishes to provide safe storage of
commodities in a bonded warehouse and, on bases of the receipts, the producers
are able to access funds through financial institutions. The fund finances the
feasibility study and development of the financing modalities.

Improved post-harvest management; a service provider wishes to deliver technology
to reduce the post-harvest losses. The fund finances the promotion of the technology
in rural areas.

Bulking and marketing; a service provider wishes to develop the capacity of the
producers to organize themselves for the purpose of bulking and marketing. The
fund finances the development of the training materials.

Gender / women specific impact: an investigation on the impact that specific
technology makes on women entrepreneurs. The fund could support such an
intervention.

The following are the proposed basic modalities for the LF:

8

w w W W

Identification of projects and services is either through a pro-active or reactive
process. The programme management units will actively identify areas for leverage
intervention arising from agricultural value-chain analysis. However, the programme
remains open to scrutinise proposals coming from either services providers or other
organisations.

The bottom line is that, in proactive or reactive cases the projects or services need to
address issues vital for the development of a specific chain. In other words, the
proposed intervention or service to be financed is agricultural value-chain relevant
and it has the potential of leveraging many people (within an organisation or among
various organisations);

Business organisations and service providers may present proposals for projects.
Awarding of contracts to service providers will be under competitive terms

All actors in the chain, being FOs, traders, agro-processors, and retailers) are eligible
for funding;

The contractor will sign an agreement and has the obligation to keep the principal
(i.e. the Private Sector Programme Management Unit) informed about the progress.

Research and Study Fund (RSF)

The purpose of the RSF is to support the generation and dissemination of information
that is directly relevant to the goal and objectives of the programme. This could be
information about innovative approaches and methodologies in areas related to the
strengthening of autonomous FOs and agricultural marketing and/or detailed studies of
certain aspects within the agricultural value chains beyond general VC analysis.
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Examples of possible proposals are:

§ ‘State-of-Art synthesis on Business Organizations & Access to Markets’, as based on
literature study and stakeholder consultations, with emphasis on conceptually related
and/or supplementary programmes as relevant to jump-starting the programme and
/or looking for coherence with major development initiatives in the country (including
SDPRSP, NEPAD, MDGs,)

§ Gender sensitive agro-processing; a NGO wishes to look into agro-processing
technologies that address ergo-dynamic issues and labour constraints of women

§ Rural financing mechanism; a NGO wishes to test and pilot a financing scheme that
suits the needs of smallholder farmers.

§ Sustainability & productivity and profits; a research institute that wishes to research
innovative options for more productive (commodity yields), sustainable and market-
oriented farming systems, including cost-benefit analysis; similarly for agro-
processing systems, etc.

§ Policy research aimed at contributing to policy dialogue (e.g. there may be
possibilities for strategic linkages with the Ethiopian Strategies Support
Programme).

§ Making an inventory of success stories, lessons leaned, incentives for establishment
of sustainable community-based (farmer /business) organizations. A large number of
NGOs has been involved in CBO-related activities, often in isolation, with some
limited stories as based on (financial / income /social) incentives for CBO
establishment and their sustainability.

§ Research on environmental sustainability and social responsiveness of agricultural
value-chains and proposed leverage interventions

The following are the proposed basic modalities for the RSF:

§ Research and study topics may be defined by the programme, business
organizations, service providers, research institutes, other like-minded programmes,
etc. Pro-active (by programme implementing partners) or re-active (initiated by
others);

§ Awarding for funding will be based on sound proposals with goal, objectives and
relevance for the programme clearly being spelled out. All projects to be financed will
meet certain basic criteria (e.g. they should comply with and contribute to the
achievement of the programme objectives, they need to be original and directly
relevant to priority areas and concerns, they must have potential for wider
application, etc.)

§ The bottom line is that any research proposal should serve the interest of actors in
the chain, including farmers’ organizations

§ The procedures of appraisal, approval and disbursement will be efficient and non-
bureaucratic. During the inception period the respective procedures will be
developed, for which the Programme Management Unit of the private sector
component will take the lead, and endorsed by the Programme Advisory Committee.
The larger research & study assignments to be judged on merit are likely to follow
similar competitive terms (tender arrangements) like those proposed for the financial
leverage fund.

§ The outcomes of research are to be used for wider application (non-exclusiveness of
the results).

§ The intellectual property of the research outcomes belongs to programme-
implementing organisations (either SNV and/or BOFED depending on the subject) as
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well as the right to publish and disseminate the outcomes (both implementing
organizations).
The management of the research and study fund will be under the private sector
component.

Financial Intermediation Fund:

The purpose of the FIF is to enable organisations, i.e. firms, to acquire adding value
technologies that not only benefit themselves but also create higher returns for the other
links in the chain (such as the producers). Examples of projects to be financed through
the FIF are:

A high-care package facility; such a facility will enable, for example, vegetables to
meet the high phytosanitary and health standards of the European market and hence,
will enable producers to access new markets and receive better prices.

An industrial natural-oil processing unit; instead of processing small quantities of
essential and natural oil under primitive circumstances, an industrial unit will allow mass
production under ISO quality standards and thus provide a great opportunity to add
value.

A leather processing unit; a unit that processes leather for the domestic and
international market and creates a high local demand for hides and skins.

The following are the proposed basic modalities for the FIF:

The programme will not engage itself in direct lending (it is not a credit scheme);

The access to this fund will be complementary to existing financial intermediation
schemes

It will promote innovative financial instruments like guarantee schemes, warehouse
receipting, leasing, and hire-purchase schemes depending on exact circumstances
The bottom line is that it will adhere to best practices in financial services;

The management of the schemes will be by professionals (sub-contracted to experts,
and/or financial institutions)

The fund will only promote viable schemes

The fund will enable access to working capital as well as capital goods

w w w w

The exact procedures and the criteria for the assessment of proposal and awarding of
contracts under the above funds will further be elaborated during the inception period. It
may require the engagement of a financial-services expert (on a short term basis) to
develop the specific requirements, formats and monitoring procedures for each of the
funds.
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7. PROGRAMME MANAGEMENT
In this chapter, programme set-up and core competencies are spelt out.
7.1 Programme set-up: Private sector component

A strong programme-implementation team will be recruited for the coordination and
implementation of the private sector component. It will be responsible for:

§ initiation and supervision of the agricultural value-chain analyses and other
specialised consultancy services

sub-contracting of capacity-building services

management of the research and study fund

initiation and supervision of the financial intermediation fund

guality control of the service providers

financial management of the programme

coordination with the public sector component

networking with other relevant stakeholders

programme budgeting, monitoring and evaluation (PBME)

w W W W W W W W

The team will consist of a coordinator (an expatriate), an administrator/controller
(national staff), one agro-processing expert (expatriate), one marketing / agricultural
value-chain expert (expatriate), two market-linkages advisors (national) and a M&E
manager (national) and a support staff team of a secretary and a driver. It is
recommended that the team composition be gender sensitive. The coordinator and the
administrator/controller will form the programme management unit, which will be
established within the SNV country office in Addis Ababa. The support staff will also
operate from the Addis office.

The professional team of the four experts / advisors should in principle work flexibly in
relation to the requirements of the agricultural value chains. It may be advisable to
station one of the market linkages advisors in the SNNPR region to act as a focal point
for the component in that region. Otherwise Oromia region can be served from Addis
Ababa unless the needs of the agricultural value chain dictate otherwise. The advantage
of putting the team under one umbrella is potential synergy and flexibility to work in
different areas

It may be worthwhile to stagger the recruitment of the professional team into two
batches. It is recommended to start with a recruitment of marketing / agricultural value
chains expert together with one market-linkages advisor.

The advantage of staggering the recruitment is to allow the programme to re-specify the
competency requirements once the inception phase is over and a number of agricultural
value chain analysed. This would mean the other two advisors® could be recruited during
the pilot phase.

7.2 Programme set-up: Public sector component

The public sector component is implemented by BOFED through existing set up...
Capacity strengthening would be provided to augment the capacity areas that may

? In the budget proposal reservation is made for recruitment of these advisors from the start. The
fact that their recruitment may be delayed can create a budget space for PMU to solicit
specialised backstopping in critical areas.
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require to be stepped up. At BOFED, where the programme management unit will be
housed and where the policy platform will be coordinated, a recruitment of a project
officer and a secretary is foreseen. They will be answerable to the head of department
within BOFED, still to be identified. It is advisable that within the two managing bureaus
(MSEDA and CPB) a focal staff is identified to act as a reference point for the
programme.

Both SNV for the private sector component and BOFED (which has to mandate MoFED
for this purpose) for the public sector component respectively, will sign administrative
agreements with RNE as implementation agencies for the programme.

The overall programme coordination and positioning with other similar programmes in
Ethiopia will be achieved by installing an advisory committee. The PMUs for the various
components will report on policy and strategic lines to the PAC for advice and wider
integration with other programmes. The PAC has an advisory role towards the
programme. The PAC provides a consultative and coordination platform for the two
components of the programme. The other levels of coordination of the two components
,as shown in figure 7.1, is at the level of the PMUs, where exchange and synergy will be
sought, and also at the level of experts in their respective interventions areas. The
members will be drawn from the key stakeholders of the programme. Chapter 8
expounds further on the institutional arrangements and coordination mechanisms.

The overall programme set-up can be summarised by the following scheme:

Fig. 7.1 Overall programme coordination and management set-up
RNE R ’ RNE
Programme Advisory
Committee
Programme Management Unit Programme Management Unit
within SNV within BOFED
Private Sector —> Public Sector
- Programme Coordinator Programme Officer / Coordination
- Administrator/Controller bureaus, Focal Staff
Support Staff Support Staff
Team of Experts: Team of Experts :
Marketing/ Value Chain/ [¢ > Promotion Bureaus
Market Linkages
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7.3 Competence areas

In addition to the main behavioural competencies of SNV advisors, such as ability to
develop and maintain relationships, ability to learn and facilitate change, ability to
manage diversity, the following are specific thematic competences required for the
various positions regarding the private sector component :

Programme Co-ordinator

8 Programme Management

The programme is highly complex and challenging, hence the coordinator is expected to
have ample experience in project management in large PSD projects.

§ Co-ordination and Team player

The major chunk of his/her work is coordination within SNV (with the Portfolio
coordinators, the NRM, LG and OD advisors, the management, etc.) and outside SNV
(with CC, CPB, RNE, other stakeholders like VOCA, SOS SAHEL, IFAD, Export
Promotion Agency, etc.)

§ Development and design of PSD programmes;

This formulation report has designed the major outline of the programme but further
designing on basis of the results in the inception period still has to been done. Hence,
the coordinator needs in-depth understanding and wide experience with agricultural
marketing programmes and the PSD programme in general.

§ Agricultural value chain Development

The (agricultural) value chain development approach is the core of the programme. The
coordinator needs to be versed with VCA and to have hands-on practical experiences of
managing interventions along the agricultural value chain

8 Lobby and Advocacy

The identification mission and also the formulation mission observed many constraints at
policy and regulatory level that need to be addressed in the context of this programme.
Hence, it will require strong lobby and advocacy skills of the coordinator to resolve some
of the most pertinent issues through a constructive dialogue.

8 Networking

Closely related with the earlier areas of competence — coordination, lobby and advocacy
— networking skills are essential. Also, networking with other practitioners around the
world in order to keep up with the most recent developments and insights in the PSD
field, i.e. VCD, is an important competence.

§ M&E

Supervision of all M&E activities

Financial Administrator/Controller

§ Finance and Administration

Expertise and experience with project administration and finance, including budgeting
and reporting, is an evident competence field for this position

§ Tendering and Contract Management

Due to programme design that promotes awarding of contracts for service delivery on
bases of sound proposals, a strong competence in the field of tendering, proposal
assessment and contracting is required.

8§ Quality Control

As others will execute many projects via the LF and RSD, the competence of setting up
and managing a good system of financial and quality control is vital.
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8§ Budget Control
The responsibility of budget control will be vested in the office of the FA/Controller and
hence, he/she is expected to have outstanding competence in this field.

Marketing and Agricultural value-chain Analyst / Expert

8 Agricultural value chain Analyses

All project activities will be centred on agricultural value chain, and the marketing /
agricultural value-chain advisor must have the competence and proven experience of
undertaking agricultural value-chain analysis and translating the analyses into concrete
projects relevant for the chain development.

8 Market research and marketing

The programme will be promoting linkages to agric markets. Markets are dynamic and
needs special skills to track the changes, but he/she must also be able to translate data
into relevant information for decision-making at various levels of the chain.

The ability to identify new markets and to market (new) products is a key competence in
this position.
Agro-Processing Expert®

8 Value Adding Technologies

It is envisaged that many projects may address the issue of value adding through
introduction of new technologies and the competence to judge which technologies are
appropriate is expected to be with the agro-processing expert.

8§ Agricultural Science

He/she is expected to know and advise on how to increase yield and quality of
agricultural commodities and preferably also with respect to livestock.

Market Linkages advisors

§ Market research / Intelligence

As for the marketing and agricultural value-chain expert, the market-linkages advisor
should master market research and be able to translate market information into
contractual obligations

§ Mediation and contract building

More often the programme will broker between buyers and producers. This entails skills
and ability to mediate between parties. Understanding of basic legal implications is also
essential for this position.

§ Business management

In order to assess viability of market linkage, basic business skills (like in gross margin
analysis, cost benefit assessment, etc.) is required for this position.

§ Participatory management techniques

This function entails bringing parties together who may have different backgrounds.
Farmers and their organisations may require adult learning methods to be able to
effectively relate with them. This position requires mastery of participatory methods.

M +E Expert

Setting up of a coherent ME system for activity monitoring (who is doing what, how, and
when) and impact monitoring (what is the quality of the work done to the beneficiaries

1% Specific competencies and experiences will be derived from value chains analysis.
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and status project indicators; impacts of first and second order).This work will determine
what to measure, how the data will be collected and managed (statistically elaborated).

Ongoing data management and —processing for direct use for evaluation and ad hoc
decision making.

7.4 Other requirements

Other requirements are in the field of transport and office means. The programme units
and the advisors will require vehicles and basic office equipment like computers and
printers. The programme will provide for procurement of these facilities, as indicated in
the proposed budget. The budget provides also for operational costs (overheads) for
each programme management unit.
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8. INSTITUTIONAL ARRANGEMENTS AND COORDINATION
8.1 Programme Stakeholders

In this programme the following categories of stakeholders can be distinguished:

Category Description

Programme Implementing Agencies SNV Netherlands Development
Organisation for the private component
BOFED for the public component.
MSEDA and CPB as managing bureaus.

Beneficiaries Immediate Public and private service providers,
Farmer Organisations, Trade
Organisations
Ultimate Smallholder farmers women and men
Service Providers Public and Private organisations offering

services towards addressing the
agricultural value chain constraints e.g
MoA, MoTl, SMEDA, R&D Institutions,
CoC etc

Other Stakeholders Federal Cooperative Commission

Invariably, this programme will involve many different actors from the public and private
sectors. This means that effective institutional arrangements and coordination will be key
aspect to success.

It is proposed that institutional arrangements and coordination takes place at the three
different levels, namely:

§ Intra-component level (Internal to the programme)

§ Agricultural value-chain specific coordination (content) level

§ Cross-sectoral and extra agricultural value-chain level

The mandate and modalities of each level are explained below:

8.2 Coordination mechanisms
Inter-component level (Internal to the programme)

A Programme Advisory Committee (PAC) will be established for the overall policy advice
to the programme. The operational mandate of the various components will rest with the
PMUs for each component. The PAC is not expected to be an approval body but rather
a coordinating and advisory body on how to maximise synergy among actors. The
danger is that, if it becomes an approval body, it will water down the delegated
responsibility provided for in the implementation agreement between SNV and BOFED
with RNE, which among others spells out the issues of programme management and
accountability.

In this respect, SNV and BOFED are competent bodies and are assumed to have their
own internal approval and delegation mechanisms. Besides it will be difficult to have an
approval committee that assumes the responsibility for the implementation of the
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programme whilst it does not have sufficient time and technical competencies for the
various aspects of the programme.

Being an advisory committee does not, however, mean having no responsibility at all for
the programme. On the contrary, the PAC has the right to demand explanation for non-
adherence to the advice sought and provided to the implementing agencies / PMUs.

The proposed roles of the advisory committee are:

§ To advise on policy and programmatic related issues that the various components
shall table from practice

§ Assist in lobby and advocacy for issues that are beyond the mandate of the
programme

§ Act as sounding board for government policies and programmes relevant for the
programme

§ Give advice on the strategic and operational plans of the programme component

§ Advise on possible linkages and coherence with other ongoing programmes

promoting agricultural marketing in Ethiopia
§ Discuss the periodical programme reviews and impact assessment, and advise on
new policy focus

Suggested members of the PAC are:

A representative of BOFED,

A representative of RNE

A representative of SNV

The Team Leaders / Programme Coordinators of the different components,
A representative of key private sector stakeholders (to be decided)

w W W W W

The PAC is expected to meet at least twice a year. The first meeting will focus on
programme forward planning issues whilst the second one will focus more on mid-year
review of implementation.

The Committee will elaborate its own working procedures during the inception period.

Agricultural value chain-specific coordination (content) level

For each agricultural value chain a Coordination Group (CG) will be established. This
coordination should be commodity oriented. This means that activities of the programme
for a particular commodity chain may take place outside the specific region. Hence, it is
proposed that issues from various levels of intervention be taken into account in these
coordination mechanisms.

It is proposed that both PMUs would earmark a focal person who shall be responsible for
the programme coordination of each commodity agricultural value chain. The focal
person (s) shall be the convenor(s) of these Coordination Groups.

The Group will consist of the representatives of the key organisations that have been
identified and have agreed to provide services related to the constraints in the
agricultural value chain. They should also include representatives of key actors in the
chain, some of whom may be operating outside the region. The composition cannot be
determined beforehand. The main aim of this organ is to provide governance and
coordination of chain activities.
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Specific responsibilities of the Group may include, among other things, the following:

§ Discuss and review Strategic Interventions plans for the respective agricultural value
chain. This will include the roles of different actors and the timing of desired
interventions

Discuss policy and operational issues affecting the specific chain at national, regional
and woreda levels and refer them to appropriate levels for action,

Mediate conflicts of interest between partners at the implementation level,

Conduct monitoring and review sessions on regular basis,

Coordinate programme activities to avoid duplication and overlap with other similar
interventions in the different levels of the chain,

Facilitate communication and coordination between the different components of the
programme and with other interventions and actors,

Initiate periodic experience-sharing and learning sessions, particularly with the
representatives of the beneficiaries of the programme intervention

Report to the national-level programme management unit for the respective
component as an input to the Programme Advisory Committee meeting.

w w w w wn W w

The group will meet as and when considered necessary but at least once in a quarter.

Cross sectoral and extra-agricultural value chain coordination

The main instrument for coordination beyond a particular agricultural value chain is
anticipated to be done through the policy platform and the public-private dialogue
platforms. Policy and regulatory issues that affect the business environment in general
will be tabled for discussion among the relevant public- and private-sector actors who
will be represented in these platforms.

This programme will support initiation of a policy forum on agricultural marketing and
private sector development to be facilitated by BOFED. Since there are already PPPs,
where the CoC and Ministry on Industry and Trade hold regular discussions, the
programme will facilitate discussion of issues from the value chain. If needed, the
programme can play a supportive role towards in such discussions.

Below is a tentative terms of reference of the policy platform.
The Policy Platform (PP)

The policy platform shall be created at national level and will be facilitated by BOFED.
The main thrust of the PP is to become a wider policy and regulatory forum to discuss
and give advice on social processes in the formation and management of cooperatives
in Ethiopia.

The public sector component has earmarked funds for initiating research relevant to
provide answers to policy constraints in the cooperatives and agricultural marketing. The
PP will use such research findings and practice for policy and regulatory change.
Research topics can be initiated proactively by BOFED and its related bureaus or
reactively by other stakeholders. In principle, the BOFED will table such topics in the
policy platform meetings for endorsement and, if possible, include them in the annual
plans and budget. In case of longer-term research or research drawing larger sums of
budget, it is advisable to apply similar criteria to those laid down in the private sector
component for similar funds.
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Potential members of the Policy Platform should come from a wider range of actors in
order to create an inward-looking forum. Representatives to be approached may include:
The MoFED, BOFED, MoARD, MoTIl, CC, The Regional level Practitioners in the
Cooperative Sector (RCB, Primary Cooperatives, Unions), Research Institutes, NGOs
active in the sector, Chambers of Commerce, Donors active in the sector, SNV and
other like-minded Organisations etc

BOFED is expected to refine the TOR for this platform during the inception period and to
table it to the PAC for advice.

Other Public-Private Platforms:

For the dialogue platforms, the programme will promote and strengthen the existing
public-private platforms (PPP) in the regions and at national level. Presently, the MoT]
organises regular forums with the CoC both at national and regional levels. The
composition and modalities will be assessed by programme to find out possibilities of
channelling issues that are relevant for the agricultural value chain being promoted.

During the inception phase, the PMU private sector will analyse the modus operand of
the PPP and come up with a proposal on how the programme will interface with such a
platform to the PAC for advice.
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9. MONITORING AND EVALUATION
9.1 Reporting requirements

A routine on-going monitoring exercise will be part of the programme management and
coordination systems. There will be regular reporting from each institutional level to the
next higher level; and careful analysis of reports by those receiving them, and prompt
feedback.

At the component level, regional focal persons (coordinators) for each component will
prepare and give progress reports to the PMU regarding the private sector component of
the programme. Likewise, regional bureaus will submit reports on the implementation of
cooperative development component activities in their respective regions to the CC on a
regular basis. The parties will internally determine the timing and contents of the reports
as it best suits them.

Quarterly progress reports will be drawn up by the RPCs covering the period in question,
focused on assessing problems and constraints at the same time as indicating the
inputs, processes and impacts achieved in the period. The regional focal persons will be
required to present the quarterly reports to the RPC meetings for discussion. Similarly,
BOFED and the PMU (SNV) will draw and present progress reports to the PAC on a bi-
annual basis. Reports at this level shall focus on achievements and impacts attained
during the reporting period and challenges and constraints encountered in the course of
implementation. Minutes of the meetings at both levels will be drawn up by the
secretariats and forwarded to all members of the committees.

Bi-annual narrative and financial reports on the progress of activities and financial
utilization in both the public and private components will be submitted by the respective
implementing agencies (BOFED and SNV/PMU) to the donor. The bi-annual report will
be a compilation of quarterly regional reports and activities at the federal level. Beyond
description of accomplishments vis-a-vis plans, progress reports on implementation
should comprise inter alia latest review of changes in the socio-economic and policy
contexts of operation. It should also cover management and coordination issues as well
as impact trends and problems faced. Bi-annual reports to donors shall also include re-
planning strategies. Financial reporting will strictly follow the requirements and terms that
will be stipulated in the programme contract. Independent audit of accounts will also be
performed as per the same.

BOFED and the PMU (SNV) will draw and present to RNE the terms of reference for
mind-term and final evaluation as well as the proposed composition of the teams. Both is
subject to approval. Both reports will be presented to RNE.

Although monitoring and reporting requirements of the two components flow in different
lines, review of activities at the PAC and RPCG levels will be comprehensive. Besides,
the external mid-term review and terminal evaluation of the programme, described
below, will cover the components as a whole.

BOFED and its related regional bureaus will be responsible for independently meeting
reporting requirements by the government at their respective levels.
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9.2 Monitoring system

A rigorous monitoring system of all supported activities should be established both in the
public and private components, to provide the programme management and other
stakeholders with continuous feedback on implementation, and to identify actual or
potential successes and problems as early as possible in order to facilitate timely
adjustments. This programme is designed to be flexible in order to allow for ample room
to build on opportunities as they unfold. Following agricultural value chain dynamics calls
for a high level of creativity and flexibility.

It is stressed in this programme that the use of indicators and monitoring methods
should allow the collection and analysis of gender-disaggregated data. Explicit indicators
shall be constructed to assess women’s involvement and impacts of programme
activities on women entrepreneurs and female-headed households.

In the Inception Phase of the intervention, monitoring and evaluation mechanisms for the
programme should be designed and put in place. Systems of M&E should be simple and
realistic which clearly spell out specific indicators for expected achievements for each
activity; methods to measure the results; timing and responsibilities at the various levels;
and formats and procedures for the collection and analysis of data. A simple
computerised management-information system may be developed and used to assist
the collection, processing, storage, and retrieval method of relevant information on
programme achievements and performances across the different constituents of the
programme. Both input and output assessment should be enhanced by this system.

The Logframe provides for the five-year direction and allows for operationalisation of
each phase on an annual basis, based on the reality and context as it evolves.

In addition to the above, the M & E systems should incorporate field-level tracking of
policy implementation as well as resolutions reached at the federal and regional levels
(by the PP and PPPs for instance) and inform the partners at the higher level concerning
achievements and shortcomings. To this effect, a formal flow of information from the field
(kebele and woreda) through zones and regions to the central level should be elaborated
and institutionalised. Particular aspects to be monitored at this level should focus on
policy-related indicators, which can be analysed against policy objectives. In the course
of implementation, the consultative meetings and joint platforms may identify specific
issues of interest to be monitored at the field level.

Monitoring procedures at all levels need to ensure the active involvement of relevant
actors and representatives of beneficiary groups in the entire process. To the maximum
possible, monitoring activities shall also be closely coordinated with other ongoing
programmes implemented by other NGOs (such as VOCA and SHI) and donors (like
IFAD).

9.3 Evaluation
Teams of experts to be drawn from partner agencies will conduct a periodic (annual)

evaluation of the programme. At the regional level, regional DPPBs are mandated to
coordinate evaluation of NGO projects.
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Externally facilitated Mid-term Review (MTR) of the entire programme, at the middle of
the programme (in the third year of implementation), and Terminal Evaluation (TE) at the
conclusion of the intervention will be carried out to assess the extent of programme
achievements towards programme objectives as described in the programme document.
The findings of the MTR will provide a prognosis of the programme’s likely effects as a
way of identifying necessary adjustments in its design. On the other hand, the terminal
evaluation will provide information on the programme’s effects and their potential
sustainability, and serve as an input for possible extension and scaling-up of the
programme. Both exercises will put emphasis on quantitative and qualitative analysis of
accomplished works and management, implementation and coordination structures to
derive lessons and recommendations for improvements in the remaining period of
implementation as well as on the future scope, orientation, and implementation
modalities of similar programmes. The assessment of programmes’ achievements
should advance beyond that of the implementation of planned activities to the short- and
longer-term impacts in terms of poverty reduction and sustainable growth at the
beneficiary communities as well as higher levels. The terminal evaluation exercise
should particularly embrace the assessment of programme impacts on the target
populations, i.e. the extent to which the selected value chains performance has made a
contribution to it. Impact indicators shall include not only quantitative but also qualitative
analysis of issues like participation (women and men), economic benefits, governance
and the perceptions and attitudes of beneficiaries towards the services provided, the
influence that the intervention has brought about, and the like. Doing this in a
satisfactory manner will require the collecting of a complete set of data at the beginning
and continuous monitoring of key indicators during the period of implementation. The
guestion of attribution remains. SNV is now applying a more qualitative assessment
through story telling; recognition of the fact that ‘hard data’ may hardly exist.

9.4 Baselines

The Identification Mission Report and this programme document provide general
information regarding cooperatives and agricultural marketing that can be used for
monitoring and evaluation purposes. However, the information is not adequate to
provide benchmarks for impact assessments. Particularly, information on the specific
target populations and beneficiaries in intervention zones/woredas and agricultural
value-chain characteristics is yet to be established. Indeed, without detailed baseline
socio-economic and behavioural indicators, it is impossible to precisely measure the real
impacts of an intervention. As mentioned above, key indicators will be elaborated in the
inception phase once the agricultural value chain analysis have been concluded. A
reference document shall be the Strategic Intervention Plan that would be designed to
guide implementation.

A starting point in establishing baselines can be assessment of updated data: on the
status and performance of cooperatives and producer organizations, latest analysis of
organizational/institutional capacities (needs assessment) of public and other service
providers, and analysis of potentials and constraints to be generated from the detailed
analysis of selected agricultural value chains in the inception phase. Further information
and statistical data on agricultural production; inputs; market infrastructures; prices;
household incomes; food security; rural poverty levels; etc. in the target areas can also
be compiled from secondary sources at the beginning of the programme. If gaps are
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identified in certain important aspects, the programme management units may design
and conduct a baseline survey on those aspects during the inception phase.
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10. PHASING OF THE PROGRAMME

The programme involves multiple players and a range of activities in different sectors. It
will be implemented over a period of five years based on a phased implementation plan
to be drawn in the first year and updated on an annual basis. It is proposed that the
programme starts with a six months Inception Phase and has four and half years of full
implementation. In the inception period, a number of preparatory activities, rapport
building, systems development, and studies will be initiated to lay the foundation for the
full development and launching of the programme. The following four and half years will
then embrace piloting and scaling-up phases. A mid-term review shall be undertaken
after the pilot phase in order to learn and incorporate lessons into the scaling-up phase
of the programme. During the scaling-up phase, interim assessment of programme
impact will be initiated.

The Inception period of the programme will be devoted to the following main activities:

§ Recruitment and orientation of Programme Implementation and management team
(s) and logistical arrangements to start implementation;

§ Signing of contracts with the donor and implementation agreements with respective
government authorities;

§ Development of Programme Operational Procedures and guidelines;

§ Elaboration of the terms of reference and establishment of Programme Advisory and
Coordination structures i.e. Programme Advisory Committee (PAC) and Regional
Coordination Groups;

§ Selection of two potential sub-sectors' from each region, conduct detailed analysis
of the agricultural value chains and identify relevant actors (service providers,
strategic alliances etc.);

§ Design strategic Intervention plan for every selected chain for advise by the
Programme Advisory Committee, and a basis for launching the programme;

§ Develop partnership and implementation modalities with identified service providers
in the various agricultural value chains and conclude agreements;

§ Elaborate procedures and criteria for accessing leverage funds for projects, which
will be initiated arising from the agricultural value chain analysis by FO, TO or other
agencies including NGOs, Chambers of Commerce, and private organizations;

§ Elaborate criteria for access to Research and Study Fund (RSF), the financing
procedures and criteria for the appraisal of proposals and award of contracts,
develop formats and model contracts for the same;

§ Develop monitoring and evaluation systems and key indicators for progress
monitoring and interim impact assessments of programme interventions;

§ Prepare a phased implementation and financial plan for the pilot phase of the
programme.

The key to success during the pilot phase is to be able to learn from experiences of

implementation of at least two value chains.

During the scaling-up phase the main thrust is to incorporate lessons drawn from the

pilot phase and ensure significant achievement of the programme objectives. It is also

during this phase that interim impact of the programme will be undertaken and possible
extension discussed.

A summary of the programme phases and key milestones is sketched in Fig 10.1 below.

™ 1t is strongly recommended that the selection of subsectors for initial interventions would be
implemented in both regions at the same time. This would make the learning curve much easier.
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