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List of Acronyms & Abbreviations

ADLI Agricultural Development Led Industrialization
BOs Business Organisations
BDS Business Development Service
BARD Bureau of Agriculture and Rural Development
CBO Community Based Organization
CFC Common Fund for Commodities
CIDR International Center for Development and Research
CoC Chamber of Commerce
CRDA Christian Relief and Development Association
CSA Central Statistics Authority
DPPC Disaster Prevention and Preparedness Commission
E.C. Ethiopian Calendar
EGTE Ethiopian Grain Trade Enterprise
EU European Union
FAO Food and Agriculture Organization of the UN
FDRE Federal Democratic Republic of Ethiopia
FO Farmers' Organizations
FFS Farmer Field School
GTZ German Agency for Technical Cooperation
IFAD International Fund for Agricultural Development
IPM Integrated Pest Management
ILRI International Livestock Research Center
IFC International Finance Cooperation
LOGFRAME Logical Framework Matrix
MFI Micro Finance Institutions
MIS Market Information System
MoARD Ministry of Agriculture and Rural Development
MoTI Ministry of Trade and Industry
MSEDA Micro and Small Enterprise Development Agency
PPP Public – Private Partnership
PRSP Poverty Reduction Strategy Paper
PMU Programme Management Unit
RNE Royal Netherlands Embassy
SHI Self Help Development International
SNNP Southern Nations and Nationalities People’s Regional State
SNV Netherlands Development Organization
TA Technical Assistance/Assistant
TEVT Technical and Vocational Training and Education
TO Traders’ Organizations
UNDP United Nations Development Program
UNIDO United Nations Industrial Development Organisation
US-AID United States of America international Development Agency
WB World Bank
WFP World Food Program
WEA Women Entrepreneurs' Association

Introduction
The Netherlands Development Organization (SNV) is about to launch value chain
development support program in agro based business activities. The approach is to find out
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the critical problems or bottlenecks in private companies and public enterprises agro
business operation activities and make an intervention to bring positive changes in the
business process. A team has started working on the subject since February 11/2005 and
has visited agro-based private enterprises in Addis Ababa, Debrezeit, Modjo, Nazareth, Meki,
Ziway, Awassa, Aposto, Dewaro, Jima, Kaffa Bonga, etc. Since then the team has visited
over forty private and public enterprises working on agro business activities, and has tried to
know their obstacles, constraints and opportunities. During the visits the team has introduced
the program, tried to explain what value chain is, assessed what the business enterprises are
doing, and what area of intervention is their feeling.
The agro based value chain development support program is a project idea focused on
private and public agro based business activities linked with industry and marketing to local
or foreign markets. This business support intervention is triggered towards improving quality
of work, support environmentally friendly activities, help to improve quality of products or
services, packaging, and handling, marketing, supplies or all. This is believed to be an
essential support that can bring mutual benefit for those actors who deal with. Beneficiaries
could be individuals, companies or any involved in the process.
The Value chain is a high-level model of how businesses receive raw materials as input, add
value to the raw materials through various processes, and sell finished products to
customers. It involves all the process from the market point back to the beginning of activities
usually between supplies and marketing. This project is to assess and identify candidate
activities that can bring changes in the line of activities between suppliers and consumers; so
as possible interventions that can bring positive changes and benefit actors with in the
channel could be planned. Supports on the selected activities or point of intervention could
be through trainings or technological changes or financial support or all. To make this
possible, assessments have been carried out and the team has contacted stakeholders who
are knowledgeable on their respective agro based related activities within the targeted
regions.

Objectives of the Program
The study objective is to assess potential value chains that can bring development with in the
exiting supply and market segments of agro based business activities in Oromia and South
Nations Nationalities People Region (SNNPR). The objective is to look at bottlenecks that
hinder productivity and profitability of business so as to intervene in the most critical leverage
point that can bring positive changes in the working process of private and public business
activities. The approach of this study is participatory both in the inception and implementation
phases that consider the stakeholders’ opinions as part of the project study. The programme
will consist of two components; namely a private sector component to be managed by
Netherlands Development Organisation (SNV), and a public component to be managed by
Bureau of Finance and Economic Development (BOFED).
The private sector component will focus on supporting delivery of vital business development
services as leverage interventions along the whole agricultural value chain. The public
component on the other hand will focus on improving the regional promotion and
restructuring of cooperatives and unions, and to contribute to the creation of conditions in
sector regulatory and policy environment where competitiveness becomes an objective.
In the inception phase of the programme the identification of value chains needs to be
addressed. Based on a general assessment of commercial trends in the today’s agricultural
sector a more intensified activity is targeting towards identifying value chains that should be
supported under the BO&AM programme. In general, the identification process is expected to
provide the following outputs:

1. A quick scan of the agricultural sector with special emphasis on Oromia and Southern
Nation Regions.

2. A comparative analysis of agro-based value chains.
3. Presentation of the value chain analysis.
4. Prioritisation and selection of value chains by program stakeholders;
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5. A strategic intervention plan will start on selected chains as a pilot phase and the
result of the pilot phase will be the base of next phase of the program.

Rational of the project
The Ethiopian government attention in market improvement has recognized the weak and
inefficient agricultural marketing and the policy of free market have been practiced for few
years. None of the stakeholders are against free market policy. But the opportunity of free
market is not equally exploited instead very few middlemen are manipulating in their own
interest and ultimately producers and customers are found to be the victims.
The reasons for this phenomenon are:
a) Smallholders are cultivating similar crops at a time and flood the local market in a very
short harvesting period. Due to their financial needs and unavailability of stores to stock the
produce they will be forced to sell in a very cheap price. Because supply and demand are the
tools to determine the price and farmers will sell in prices, which cannot even cover their
cost. Few weeks after customers will be forced to buy at a very expensive price, which
results to unexpected profit margin for the middlemen. This situation is always in favor of the
middlemen working in the marketing and distribution channel, who can stock for some times
and sell after a while. The stocking period is the cost of the customers, but the wealth source
of the middlemen with out much effort in economic activities. This process doesn’t encourage
farmers to continue in cultivation instead hopelessness and might force them to mobilize in
search of more income to the urban.
b) Small farmers are not organized in marketing cooperatives or there are no enough Micro
credit service institutions that can fill the gap of their financial constraints, and defenseless to
sell their products at any one time even before harvest.
The intension of the project is to identify the problems and intervene in the critical leverage
points where by producers and consumers could get mutual benefit with in the free market
framework. Since market reforms have started various success cases of agricultural
development have emerged and are pointing at the right development direction. The present
expansion in flower (roses) production is about to create significant number of on-farm
employment during the next two years in and around Addis. Within the coffee sector efforts in
improving the quality and supplying niche markets show significant success during the last
three years. Ethiopia has become an important coffee supplier within the fair-trade system
and an important source for certified “organic” coffee. Furthermore success is reported from
exporting leather, oil seeds and pulses. Hallal certified fresh meat exports contribute to the
improving export performance. In the domestic market grain processors (bakeries and pasta
producers) are performing reasonably well.
To contribute to the government efforts in improving the agricultural led industrialization the
Royal Netherlands Embassy (RNE) in Addis Ababa has been reassessing its development
portfolio and 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.
The programme that is titled “Support to business organisations and their access to markets
in Ethiopia (BO&AM)” 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.
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Applied Methods and Procedures
The new program “support to business organisations and their access to markets (BO&AM)”
has already defined the following beacons for the design of the activities:
The program will apply the value chain approach and will finally select at least four value
chains for initial start-up phase.
The value chains should be based on agricultural products or even on natural resource
products (e.g.: gum, forest coffee, etc)
The source of the agricultural products ideally derives out of the two target regions of Oromia
and Southern Nations (entry points) but the entire program should be targeted towards
national and international markets.
The value chain approach implies a strong private business orientation (component I), but at
the same time the program will address the business environment via public stakeholders
(component II). Component II will be handled by the public regional administration of Oromia
and Southern Nations.
The value chain identification process needs to consider and respect business criteria and at
the same time development objectives of Ethiopia’s partner organisations.

The process of identifying the potential value chains started on February 7th 2005 and is likely
to be finalised towards the middle of May 2005 (compare working plan in the annex). During
the second half of April 2005 the program, partner organisations and relevant business
entities will agree on short-listed set of value chains, consequent intervention points towards
upgrading of the value chains are identified and a recommended list of future program
activities is developed.

The decision making process of identifying and short-listing the potential value chains can be
summarized as follows:

Activities Status
Step I Summarizing market situation, the team collected and analyses

recent primary and secondary market information, e.g.: recent
commodity studies by CBI, sector studies by FAO CIDR, trade
statistics by FAO and ITC, production statistics by FAO, Ministry of
Agriculture and the regions.

Completed

Step II Interviews with international donors and national promoters of
agricultural value chains in order to identify on-going and planned
support measures

Completed

Step III Interviews with key persons of the private sector involved in
agricultural businesses with links to the two target regions
The selection of the interview partners is based on a list of agro
businesses as registered under the investment bureau in Awassa.
The team contacted all enterprises by phone about status of
activities. All enterprises of potential interest were visited.
Secondly the chambers of commerce in Awassa and Nazareth
identified key enterprises

90% completed,
remaining visits to
be carried out in
the first week of
April

Step IV Presentation of potential value chains and updating the list.
Public-private working teams in Awassa and Nazareth are
established, documents have been distributed, all parties have
been briefed about the contents, response from both regions are
pending

On-going,
next technical
meeting in
Awassa, 6th of
April,
Nazareth meeting
to be confirmed

Step V Short-listing of potential chains. Both working teams agreed to use
three groups of evaluation criteria (macro, micro economic and
general development impact criteria and each party including the
consulting team will prepare its own evaluation. The results will be

On-going,
Next technical
meeting in
Awassa, 6th of



10

discussed during next meetings. April,
Nazareth meeting
to be confirmed

Step VI Workshop with public and private stakeholders of two target regions
and management decision which chains should be promoted during
the start-up phase in each of the two regions. (At this stage the
workshop should recommend three chains for each region)

Workshop
planned for 22nd

or 25th or 26th of
April.

Step VII Working out details for each of the 6 value chains including
interventions points, expected impacts and details of programme
activities

Targeted for the
second half of
May

Step
VIII

Programme start-up workshop (s) to plan and agree on programme
activities for 2 value chains in each region
Final decision about value chain to promoted during start-up

Second half of
May

Step IX Start of value chain improvement activities in each region and at
national level

June 2005
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Economic Environment of the Selected Regions

Based on recent economic surveys (The Economist) and general statistics of the two regions
the following general statements with relevance to the value chain identification can be
drawn-up:

§ Domestic markets for food grow on steady pace between 5 and 10% per annum
based on urban growth (migration plus natural population increase). According to
World Bank estimates urban population will reach more than 19 million people in the
year 2015 up from 10 Million in the year 2000. This trend is almost certain.

§ Due to the strong urban growth trends and slow agricultural production increase the
per capita consumption of livestock products (meat, milk, eggs etc.) is constantly
falling (e.g.: meat from 25kg/year/head in 1980 to less than 20kg/year/head)
according to FAOSTAT.

§ Domestic (urban) demand is characterised by a small high and medium income
class and demand for luxury items. Urban poor with a demand for cheap food
dominates the scene. However, elasticity of demand for food is high. With respect to
the two target regions, the demand for luxury items is even smaller. Therefore,
almost all commercial business entities based in both areas are targeting their sales
towards Addis or supplying international markets.

§ General price levels of food items originated in Ethiopia are fairly low. Efforts in
improving the quality might be deterred by these low price levels.

§ National markets for food items are not very differentiated in terms of diversity,
assortment and levels of processing. The present market situation can be
associated with a bundle of reasons, e.g.: weak demand, poor supply (e.g.: fruits),
cheap imports, high internal transaction costs in comparison to imports, focus on
rural food security, missing full fledged all-year-round primary production, deterrent
investment climate in the context of unsolved land issue limiting new investments
into primary production and processing.

§ In order to avoid the weak domestic markets many business entities turn their
attention to export markets, due to the fact that is more transparent, easier to access
and more reliable in terms of absorbing volumes.

§ Food aid is of noticeable importance. On one side there are regular complaints that
food aid items are sold on domestic markets creating an unfair competition for
national suppliers (e.g.: vegetable oils). On the other side it to difficult to balance
national grain production, grain imports of food aid and occasional grain exports of
surplus production.

§ Ethiopia’s economy is undergoing a structural transformation process. On one side
public owned enterprises are still in operation or are on the list of being privatised. At
the same time there are apparently difficulties in identifying private companies in
taking over former state executed functions (e.g.: grain multiplication or fertilizer
importation and distribution). Companies said to be very close to political parties
increase the difficulties of the structural adjustment and business development (The
Economist).

On the other side there is a noticeable dynamic originating from new direct commercial
investment in the sector. During our interviews we identified several companies willing to
invest in primary production and processing. The new flower farms are a typical example for
the new trend.
 
Working Progress

In general the data about primary and market production, market volumes, supply and
demand are weak and of very limited use. Only the export side is fairly well documented by
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international and national statistics and very recent commodity studies. However, the
characteristics of domestic markets e.g. domestic market supply volumes, elasticises of
demand and supply, prices and development trends are not available. Additional market
studies would be required for all identified chains. But due to the limited available resources
during the inception phase, some general assumptions about the market situation need to
replace a more thorough research studies.

During the later process of describing six value chains in more details, the aspects of market
potentials need to be elaborated in more details. One way of solving the lack or reliable data
is the gathering of experts’ opinions. Based on the experts’ opinions some general
assumptions can be drawn guiding the decision making process of identifying value chains

As a result of the weak data and market knowledge, the design of future programme
interventions needs to adopt an appropriate strategy. These strategies are commonly known
and used in so-called imperfect markets. The searches for strategic alliances or market
testing with small quantities are typical examples of anticipating the general lack of detailed
market knowledge.

Desk Research and Data Collection Summary and Analysis on Value Chains

Chain 1: Grain marketing (wheat, tridicale, maize, sorghum)
Short Description

According to Central Statistical Authority (CSA), in the 2003/2004 main season meher cereal
crops is estimated to reach 11.7 million tons-60% higher than last season, and well above
the five-year average of 10.5 million tons as a result of good kiremt rains. Cereal grains are
the major food crops of Ethiopian’s. Some 80% of food production consists of cereals, mainly
maize, Teff, barley, wheat and sorghum. Grain marketing is characterized by structural
surplus and deficit areas, as well as by a predominant role of the capital city and its grain
market. Because of the lack of infrastructure and regular food aid injections in deficit areas,
there is almost no trade flow between surplus and deficit areas. According to the study on
grain market structure and commodity flow, (Geberemeskel etal, 1998), the total domestic
production of grain was 9.43 million tons, out of which 98.4%, produced by farmers.

Macroeconomics

Of the total agricultural production 29% is marketed from which 31.4% is consumed locally
and 47.8% reaches major terminal market such as Shashemene, Nazareth, or Addis Ababa
(Geberemeskel et.al, 1998). Once the grain reaches one of the terminal markets, it is either
absorbed by urban consumers, or redirected to A.A or to an area lacking this specific
product. The total marketed quantity of grain was estimated to 2.64 million tons, and farmers
supplied 95%. Ethiopian grain value chain scheme represents the different channels of
economic actors, which can take grains, from production to consumption. Grains are
Ethiopia’s valuable export commodities earned about USD 11.8 million during the year 2003
(ITC), having a share of 0.2% and 3.8% in world trade for cereal grain and flour; and
buckwheat, millet and canary seeds respectively. The major countries importing are Israel,
Saudi Arabia, Yemen, and Djibouti.

Microeconomics

Ethiopian Grain Enterprise, Cooperatives, Wholesalers, processors, retailers, farmers,
cereal/grain banks and transporters are all the actors in the Ethiopian grain marketing. The
cereal/grain banks are association of a group of farmers who are all shareholders of the CB.
They are storing grain at the village level to access it during lean period. Currently, there are
over 100 CBs and CBs net works functioning by storing grain in surplus areas of the country
(CIDER/Ethiopia/MAS Study, 2004). The industrial grain processors private and state owned
(flour mills) are the biggest consumers of wheat grain, one of the most important cereal
grains. Due to complete list of all processors in the country, it is difficult to indicate the
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number and the category of grain processors. There are about 180 flourmills in Addis Ababa
only, producing, flour, pastas, biscuits, weaning food and bread. The 180 flourmills located in
Addis Ababa, only 33 are registered to collect VAT on their products. A number of grain
processors had been closed due to unfair competition by non-VAT registered small-scale
flourmills (AA Trade and Industry Bureau, 2003).

Development Prospects and Expected Impacts

In the context of ever growing demand in both rural and urban area for processed cereal
grain, particularly, flourmill and other products, efficient and stable market is required.
However, the hottest issue remains as a concern of the processors, consumers, national and
international buyers are the quality problems (impurity rate). Impurity rates, estimated by
physical check, seemed to be quit high, causing the marketing and processing unprofitable.
As mentioned earlier, many edible oil processors were partially involving in the production
process and few were even reported as closed in the past. Currently, the main Ethiopian food
processors (flourmills) are going through difficulties due to various problems, among which,
VAT, Food Aid and Quality problems are the majors. However, there some promising futures
are observed that some value-adding opportunities could be found for grain/cereal banks
farmers.

Summary: Suitability for Promotion under BO&AM Program

Out of the cereal grain group, wheat crops are offering a very promising value chain
commodity, and seem suitable for promotion. There is a promising potential for CBs to
involve in value adding of the stored grains particularly wheat, to meet the ever growing
national market demand for industrial processors and consumers. The fact that the wheat
producing farmers and the growing CBs, which are over 100, are storing the cereal grain in
surplus areas could apparently initiate investment into the development of the of value chains
through commercialisation of the stored grain. Currently, several CBs implementing NGOs
are providing direct technical support, trainings, and financial auditing, backstopping and
market surveys. Apart from these, there is unsatisfied demand on the market (processors,
exporters and consumers) for CBs offer in terms of volume and quality. And of course, on the
offer side, CBs potentialities to this demand are high. The following interventions toward
value adding activities or value chain improvement have to be done to meet the processors’
or market demand.

§ There must be qualified collection, and quality measures at the level of CBs and CBs
networks, to meet the amount and the quality of grain corresponding to the
processors’ demand.

§ Input supply, farmers training and production follow-up to produce specified qualities
is an area to focused on.

§ The current capacity of the existing CBs is very limited in terms of satisfying the
demand for quality grains (wheat). Currently, only about 100 CBs, with storage
capacity of 60000 quintals grain storage capacity exist. Lack of working capital,
technical knows how, inputs are also critical area to be improved through possibly the
support of this program.

§ In cooperation with traders improve the trade in true-to-type grains avoiding the
mixing and blending.

§ Promotion of planting and marketing of tridicale as an additional grain crop for
domestic consumption and sales.

Chain 2: Oil crops for vegetable oil processing

Short description:

Oilseeds are an important agricultural commodity widely grown in Ethiopia. Major oilseeds
are sesame seed, groundnuts, soy beans (partly used for oil extraction), rapeseed,
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Gomenzer, Noog or Niger seeds, linseed, castor seed and others. Oil seeds are partly used
for domestic oil extraction and partly exported to international markets for animal feeds, oil
extraction of final consumer markets (sesame).
The by-product of oil extraction (oil cakes) is sold as animal feeds.

Macroeconomics:

According to FAO approx. 0,5 million (?) hectares are presently cultivated with oil crops. The
bulk of the harvest (more than 50%), especially Niger seed and sesame, or exported or
exported. According to ITC statistics the exports of oilseeds from Ethiopia is expanding
overproportinally and total exports are performing better than the already growing world
market. Next to hides and skins oil seeds are the best-performing commodities in Ethiopian
exports. The share in world market (excluding peanuts) is in the range of 5 %.
The domestic market for oil crops is partly developed and backed- up by an oil extracting
industry, which additionally used maize and cotton lint as an additional source of oil.
According to a very recent study carried out by CIDER there are approximate 130 registered
oil extraction companies of which are registered micro-companies. In total there are no more
than 10 significant oil extraction companies operating in the country.

Microeconomics:

 At farm levels commercial farms and small-scale farms are involved in the production of oil
crops. Harvesting requires a fairly high demand of labour force, if not harvested with
combines. Although prices are fluctuating there is a growing interest by farmers in planting
and selling oil crops. Often oil crops represent the only marketable cash crop.
At processors levels companies complain about high levels of competition through food aid,
the introduction of VAT, technology problems of filtering the oil and extracting residuals,
packaging and impurities of intake as traders are regularly mixing and supplying inferior
qualities.
All installed processing capacity is under utilised due to the above-mentioned reasons.
At trade levels, the seasonal purchasing capacity appears to be a major constraint.

The Ethiopian Oil Seed, Pulses and Spices Exporters Association describes the present
situation as follows:
Quality problem, market fluctuation and holding back of produce during the good market
season, check point taxes, VAT, duties and custom procedures, lack of supply in produce,
lack of trade ethics in the sector, lack of supply, foreign, and domestic trade information.
Price dictation by the brokers in some oil seeds such as sesame, for instance this year there
has been very good sesame price on international market about 930 USD/tone, however,
due to holding back of produce by regional enterprises during peak season, we fail to export
sesame. Value adding process capacity is very limited in this business.

Development prospects and expected impacts:

Of all commodities in export oil crops are receiving the highest interest. The oil crop
exporters association and the women business association plus several agro-investors
showed strong interests in the promotion of this commodity group. Various development
options are possible:

§ Contract farming with processors
§ Contract farming for exporters
§ Developing of eco-certified production for e.g.: sesame and Niger seed
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§ Improvement of processing technology and product handling at a) village levels, b)
micro enterprises, c) industrial levels

§ Setting-up micro entrepreneurs at village levels equipped with an expeller
§ Improving the purity of supplies to oil mills
§ Improvement in single commodities especially peanut and sunflower
§ Logistic infrastructure for oil crops
§ On-farm productivity

Apparently, a more short-term success will be achieved by expanding the oil crops for
exports e.g. in cooperation with associations. The concept of contract growing needs to be
further developed.
By strengthening the domestic oil mills the supply of Ethiopian oil to domestic market could
be expanded with good potential of exporting well-refined speciality oils (Niger seed).
Cooperation with international companies or organisations might be possible e.g. in
supplying World Food Programme.
Soybeans fulfil several functions (drink, animal feed, oil, food crop, improvement of soils etc.)
and could be handled separately (e.g.: in cooperation with the Seventh-Day Adventist-
Church)

Summary: Suitability for promotion under BO&AM programme:

The commodity group of oil crops are offering very promising development potentials
however; a selected focus on a well-defined chain might be used in the beginning for
example the focus on oil extraction at various levels.
Soybeans as multi-purpose product (drink, animal feed, oil, food crop, improvement of soils
etc.) could be handled separately.

Chain 3: Oil crops for energy production
Short description:

So far oil crop production for energy generation as a commercial activity does not exist in the
country. It is new, but attracts the interests of international investors. With rising international
energy costs, renewable energy production creates a rising interests. Various oil crops can
be used for propagation, where in the process of energy production the utilisation will differ.
Practical examples are the use of sunflower oil for direct use in one-cylinder diesel engines
propelling water pumps, or - more advanced - process of improving the viscosity of the
refined use for the use in standard engines.
Important to notice is the fact, that all residuals will be broad back to the agricultural fields
reducing the need of fertilization down to zero in some cases

Macroeconomics:

Since the market for energy is rapidly expanding and not a single company -so far- is
supplying energy based on oil crops, there is theoretically a vast market potential in the
country. Basically there are a kind of three market segments, the demand at village level e.g.
to propel a mill or a water pump, commercial farms or small industries produce and process
the generated energy at the same time, or the generated oil is commercially traded as fuel.
Technologies (e.g.: oil extruders) for all three purposes are readily available at the world
market and could be partly rebuilt in the country.

Microeconomics:

Oil crops for energy production might not fit into the production patterns of typical small-scale
farms and are more suitable for commercial farms. However, any investment creates jobs at
farm levels and within the respective industries. At this stage cooperation with international
organisations or foreign companies is of significant advantage in order to speed up the
technology exchange.
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At client site the users of the energy could small rural household needing heating energy or
small enterprises far away from the electrical main grit.

Development prospects and expected impacts:

Since the technology is readily available and oil extraction machineries are manufactures in
large scale at very reasonable costs, the business activity of generating energy from oil crops
might be profitable on a medium and long-term range. From a national perspective the
production of energy should receive a greater attention, where – however - food crops should
continue to receive priority.

Summary: Suitability for promotion under BO&AM programme:

It is questionable if public funds should be used for direct development of oil crop production
and processing where at the same time food security is still very fragile in the country.
However, if the programme could attract private investment into the development of the
chain, the general assessment would be more favourable.

Chain 4: Dairy products from small holdings and small scale processing units
Short Description:

Ethiopia has the largest livestock herd and accounts an estimated 30 million cattle, 37 million
sheep and goats, and 7 million pack animals according to a survey in 2003.
Estimated average annual production of milk is about 938,000 tones. Market –oriented dairy
production technologies involving the introduction of crossbred cows and utilization of
complementary feed and management for increased dairy production, is being undertaken in
pre-urban and highland areas of the country. Milk production is treated as a commercial
commodity as milk sales generate regular cash income. Market-oriented dairying has many
food security-related benefits for pre-urban and highland smallholder communities. For
producers, these include increased food availability, regular cash income and more
employment opportunities.

Macroeconomics

Dairy production from smallholdings and small-scale pre-urban producers and processors, is
a critical in Ethiopian economy where a livestock based society generate regular cash
income from the sale of dairy products as well as utilized as a direct sources of food.
However, the huge livestock potential, specifically dairying has not been fully exploited and
promoted. Therefore, the greatest potential for new technologies in dairying has to be utilized
in areas of huge livestock potential and pre-urban areas of the country. High population
densities and animal stocking rates, as well as easy access to markets, make it attractive to
invest in small-scale market oriented dairy production technologies in pre-urban areas of the
country, particularly Addis Ababa.

Microeconomics

Market oriented dairy production in and around Addis Ababa has 60 years of existence in this
country. Shola Dairy processing is one of largest dairy processing in the country owned by
government for about 60 years. Small-scale dairy producers and processors are also
provided fresh and processed milk and milk product for urban consumers. Sebeta Agro
Industry, one of the largest and modern dairy producer and processors in the city, was
established on April 1998 and is the leading private company on milk and milk product
supplies in and around Addis Ababa. This dairy farm is located 40 km West of Addis Ababa
at Sebeta town of Oromia. It has its own dairy farm and develops milk raw collection system
from different sources in and around Addis Ababa. The company raw material sources are
smallholders with in 100 kilometres radius. This dairy processing enterprise is using some of
quality standard measures such as HACCP (Hazard Analysis Critical Control Practice) in the
processing and distribution of the products. The milk collection centres are not at the level of
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what they should be and needs special attention at different cites. Milk suppliers lack to have
safe and clean utensils to bring their milk to the collection centres.

Sabata Agro-Industry (Dairy Processing Enterprise) mentions the following general
constraints

ð· Quality control is made through using physical and chemical laboratories and the
company doesn’t have bacteriological laboratory.

ð· Lack of chilling and cooling centre at potential milk producing area is non-existence.
ð· Milk suppliers need to have technical support and Milk collection centres should

have large and safe milk collecting buckets for up lifting the milk from the supply
centres where many smallholders are doing their sells.

Development Prospects and Expected Impacts

Ethiopian livestock breeds are with low milk production and difficult to think business out of
milk at household level. Very few entrepreneurs have started milk and milk products around
and in big cities like Addis Ababa. Presently, in most of the big shops and supermarkets of
Addis there are milk and milk products that indicate the availability of small-scale dairy farm
business in and around the suburbs. Although milk and milk products plays an important role
in the economy, the low productivity of local breeds, shortage of feeds, limited veterinary
services and a general shortage and high cost of feed and exotic breeds are some of the
major constraints of the sub sector. Introduction of improved dairy production using
crossbred cattle and better feeding and management in the form of modern large-scale dairy
producing and processing company and smallholder producer will have remarkable impact in
the future prospect of the sub sector. Apart from these, creating market access for huge milk
potential pastorals areas could bring more dairy products to the urban consumer. Like wise,
the promotion, collection, and supplying the new line of dairy product (camel and goat milk)
to preferred customers including those employed by international organization and religious
groups will bring new actors in the dairy industry. In fact, the lowland pastoral areas have
good potential to sustain ably supply fresh and processed camel and goat milk, through
establishing milk collecting and processing units in the appropriate areas.

Summary: Suitability for Promotion under BO&AM Program

Dairy business could be one of the potential areas to look into and check out the possibility of
intervention in dairy cow improvement scheme for milk suppliers and market support facilities
for agro industries. According to the assessment made for the purpose performance
evaluation of pre-urban dairy production: there exists only very few milk collecting units
around Addis Ababa, while the demand for milk and milk products constantly increasing.
Proposed intervention areas for value adding purpose are:

ð· Quality control must make through using physical and chemical laboratories including
Bacteriological laboratory.

ð· Lack of chilling and cooling centre at potential milk producing area is observed, hence
facilities has to be made available at collection site and during transportation.

ð· Milk suppliers need to have technical support and milk collection centres should have
large and safe milk collecting buckets for up lifting the milk from the supply centres
where many smallholders are doing their sells.

ð· For the purpose of offering concerted support on development of potential value
chain, cooperation with international companies is good option.



18

Chain 5: Domestic and international supply of pulse, beans and peas
Short description:

Pulses are common crops to Ethiopia and the daily diet of the high land community used it
for the preparation of local soup called Wot with local bread out of Tef or barely known as
Injera. Pulses are used in powder form, shelled or unshelled and fresh and consumed at
green and matured stages. When eaten at green stage it is vegetable and after maturity as a
pulse. The major producers of pulses are the smallholders in high lands and low altitudes
through out the country. Most of the farmers use to cultivate the crops second to their main
crop for own consumption and very few are using the crop as cash crop and alternate crop
for crop rotation and nitrogen fixation to the soil. Pulses are high value commodity for
businessmen who are collecting very small amount from fragmented small local markets and
make substantial amount and sell it to urban dwellers in different form and size. It has got
good demand in the local market and some foreign demand is coming in and export to Asian
countries is growing.

Macroeconomics:

Pulses are the second important food crop of the country covering 11.3% of the cultivated
area (approx. 1 million ha). The yield has been in the range of 7 to 9 quintals per hectare in
last three decades. According to ITC statistics, exports of Ethiopian pulses outperform world
market trends.

Microeconomics:

Ethiopian fruit and vegetable enterprise has tried to make business with South Africa and
made speckle beans distribution to the farmers but could not collect the product at all and
has lost all the 60 tons of the beans and the commitment to its business partners, however
the speckle beans picked up by somebody and ended up to export markets. In the pulse
trade business the pulse and oil crops association is doing quite a good job on local and
export markets. Ethiopian women business association is also working fine at small-scale
level on value add activities and distribute to the end consumers in the country and export to
the diasporas.

Development prospects and expected impacts:

Food security, increase household income, market expansion, foreign income. There is a
rising demand from international markets for special bean types (according to colour and
size). Value adding activities exist in grading and packaging and industrial processing.

Summary: Suitability for promotion under BO&AM program

Pulses are potential cash crop and exportable agricultural goods and the growing demand in
the world market is an opportunity to be exploited.

Chain 6: Poultry supply and poultry products
Short description:

Poultry business in Ethiopia is not commercially organized the major contribution in the sub
sector is covered by the smallholders in a primitive manner. Local breeds with poor egg
production and broiler quality are the actors of the sub sector and not as a major business
but supplementary to crop cultivation of livestock herding. The local layers production
capacity is 80 to 100 eggs per year against the commercial layers annual capacity of 250
eggs. Local species are poor in their growth and needs more time to reach at least one year
for slaughtering where as improved broiler species can be ready with in 45 to 60 days. The
time gap in terms of business is very significant and local species cannot be used as
business element and not enough to support food security.
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Macroeconomics:

The sub sector is undergoing a structural change. New production units for exports are under
construction (e.g.: Elfora Modjo); other new entities intend to focus on the supply of national
markets. Micro enterprises compete with industrial entities. But this is only normal and
healthy for the sector.

Microeconomics:

Companies involved in the business are facing problems on disease, supply shortage and
unavailability of medicaments, feed and ingredients. Above all frequent import of day old
chick for broiler farm is the most expensive and cumbersome and limited many not to have
the expected efficiency and need to solve the bottle neck by establishing local broiler
supplies in connection with foreign partners. This could bring sustainable supply of day old
chicks and smoothen the business and bring up to a better level.
To overcome this constraint and complete the broiler business cycle Alema farm is in the
process of establishment of parent stock and hatchery unit. The parent stock farm is
designed for three thousand chickens and the corresponding hatchery unit for ten thousand
day old chicken per week. The parent stock farm and the hatchery unit are under
construction three km away from the head office. Water and electric power supply are made
available at the sites of parent stock farm and hatchery unit. The construction work has
started, the required technologies are identified and interventions in this part of the business
activity in terms of training, technology or both are needed most and could serve beyond the
interest of the company.

Development prospects and expected impacts:

The introduction of improved broiler chicken can help many in terms of income and food
security and can create business linkages with big companies who can bring business
potential, knowledge, and skill to the country at large.

Summary: Suitability for promotion under BO&AM program

Importing day old chicken for broiler business is cumbersome, time killing and expensive. To
over-come this critical problem of broiler business local supply of day old chickens is relevant
and makes the business cycle complete and productive. This needs the establishment of
parent stock and hatchery unit that can help to improve the supply shortage of improved
broiler breeds in the local market and support the introduction of potential breeds to the farm
community. This business has long time linkages with Dutch companies and could be better
to work in an established business relationship.

Chain 7: Value chain animal feeds for domestic and international use

Short Description:

In traditional livestock keeping the animals rely almost entirely on what is locally
grown/grass/ and crop residues. In modern and commercial animal rearing such as
dairy and poultry production various types of feeding stuffs are required. These
feedstuffs can be grouped in to different classes on the basis of their chemical
compositions. Though strictly speaking no two feeding stuffs are alike in the
composition and characteristic, in practical feeding, substitution of one feeding stuff
to another depending upon the market price and availability in particular area is
common. Therefore, it is necessary to categorize and assess the availability of the
feeds to run the dairy production, fattening and poultry business in sustainable and
cost-effective ways.



20

Microeconomics

Feed problem: there is no concentrate feed supply or production in the country. Few years
back A.A Slaughter House used to produce meat and bone meal for animal feed, but
currently it was stopped. According to our field observation and interviews with private poultry
producers, the companies have been importing Soya been from Holland. They used mixing
of fat and molasses for protein supplement. Feed price has escalated. Currently, the
companies are importing Concentrated Vitamin Supplement and Premix feed from abroad.
This shows how this business is running cost effectively.
In line with the new permits of allowing animal exports to Arab markets, the use of animal
based meal in animal feeds has been forbidden.

Development Prospects and Expected Impacts

Abundance of processed animal feed particularly concentrate (protein) and additives are
almost non-existent in this country, causing dairy and poultry production business
unattractive for private entrepreneurs who need to go in to the business. There is very few
small-scale private and public animals feed processing plants in the country with almost
negligent contribution to the sub-sector.
Availability of animal feed in terms of quantity and quality with required standard for various
classes and kinds of livestock is the most difficult problem. Above all the lack of standard
concentrate protein source (fish meal, meat and bone meal) as well as plant sources (corn,
oilseed, and Soya been), which are used as essential nutrient sources to various classes of
livestock for growth, maintenance, lactation and egg production is a very crucial problem.
Because of this, the industries are practically importing these feeds from abroad with high
cost, causing commercial and semi-commercial farms un profitable. There fore, the reducing
this critical shortage of animal feed would have a very promising opportunity to for
intervention in to the business.

Summary: Suitability for Promotion under BO&AM Program

Currently, protein source for poultry farms appears to be a serious key problem. Apparently,
few small scale processing has started. Investment promotion on establishment of more
animal feed processing plants might be the area of intervention.

 

Chain 8: Environmental friendly inland fish supply
Short Description:

The country has substantial inland water bodies covering 7400 sq.km of lakes and reservoirs
and 7000 km of rivers. Estimated total annual fish yield potential of the country is about
51,000 tons. The most important lakes for the supply of fish are: Lake Tana ((3600 km2),
Lake Abaya (1160 km2), Lake Chamo (551 km2), Lake Zuway (434 km2), Lake Shala (409
km2) Lake Awassa and reservoir Lake Koka (225 km2). On the other hand, since 1975, about
25 small fishponds were constructed throughout the country. These ponds have covered total
area of about 11 ha; have been stocked up by the Sebeta Fish Culture Station, with about
120,000 fingerlings.

Macroeconomics

Aquaculture in Ethiopia is still in its infancy in spite of the fact that the country’s physical and
socio-economic conditions favours its development. With an average production of about
15,000 tons per year, the fisheries sub-sector’s contribution to the GDP is small but
increasing. On the other hand, the sub-sector generates about US$ 3 million in business
turnover, and directly and indirectly employs about 35,000 people, a significant number of
which are women and youths. Fish consumption in fishing communities is estimated to be a
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