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Preface

Throughout this fact sheet, the term ‘livestock’ is used broadly to include large and small
ruminants, camels, poultry, apiculture and fish resources. It contains the most recent data
collected over a number of livestock reports and other existing fact sheets concerning the
topics discussed. Also a summary of opportunities and constraints in these sectors and
presents suggestions for value chains which could be of use for the Dutch agribusiness and
could benefit from support through development cooperation.

Most information, tables, figures in this fact sheet are collected from other reports,
information websites of governmental organizations and NGO's.

These include:

- Fontys/NABC Fact Sheet: Ethiopia 2010

- IMF: Improving Productivity and Market Success of Ethiopian Farmers / Working Paper
No. 15 (2009 ILRI)

- IMF: Improving Productivity and Market Success of Ethiopian Farmers / Working Paper
No. 17 (2010 ILRI)

- IMF: Improving Productivity and Market Success of Ethiopian Farmers / Working
Working Paper No. 20 (2010 ILRI)

- IMF: Improving Productivity and Market Success of Ethiopian Farmers / Working Paper
No. 23 (2010 ILRI)

- Investing in the agricultural sector of Ethiopia (October 2008 Ethiopian Investment
Agency)

- Quick scan of the livestock and meat sector in Ethiopia / Issues and opportunities (May
2006 Wageningen International)

- Agricultural Sample Survey / (2008/09 [2001 E.C.] CSA of Ethiopia)

- Belachew Hurissa, LFMD / July 2005

- http://www.bds-ethiopia.net/food/leading-food-companies.htm


http://www.bds-ethiopia.net/food/leading-food-companies.htm

Executive Summary

The livestock population of Ethiopia is believed to be one of the largest in the world and the
largest in Africa totaling up to 134,33 million animals. Livestock sector has been contributing
considerable portion to Ethiopia’s economy, and still promising to rally round the economic

development of the country. It contributes about 43.5% of the GDP and 61% of total export.
Industry contributes to 13.4% and services 43.1% of GDP.

Although Ethiopia owns a significantly large livestock population, the sector has remained
underdeveloped and its potential has not been efficiently and effectively used. In the crop—
livestock system of the highland agro-ecology, the sector is an essential component of the
overall farming system, being a major source of traction power, food, cash income, fuel and
organic fertilizer. In the pastoral and agro pastoral areas, livelihoods of the people entirely
depend on livestock.

The large human population the country owns and its proximity to potential export markets
offer great opportunities for market-oriented development of the sector. Despite the huge
livestock resource and the important role of livestock in agriculture, livestock resource of the
country is characterized by low productivity and production levels.

New challenges are emerging at global and national levels. The use of crops for food, feed
and fuel has created serious food shortage at the global level. New and emerging diseases
are increasingly becoming threats to human health and livestock production and marketing.
The unique genetic diversity of the livestock population and the diverse agro-ecologies of
the country allow different production systems and should take advantage of the current
and future opportunities for more market-oriented development. Location and commodity
specific interventions with appropriate targeting of production systems and households have
to be designed to address major constraints to the livestock sector.

The major constraints for livestock development in Ethiopia can be broadly categorized into
technical, organizational, institutional, infrastructural, environmental and policy aspects.
With public— private partnerships it is possible to reorientate and re-focus input of supply
and service provision, which is weak at the moment. The government’s role in capacity
building and regulating has to be strengthened.

The Middle East countries are Ethiopia’s traditional destinations for meat and livestock
exports and the exports to these countries have been increasing over the years. Given their
high income and the consumer preferences for Ethiopian products and the proximity to
these countries, there is high possibility to boost export. New markets in Africa and Asia
should also be explored and pursued aggressively. A major shift from live animal export to
value added animal products with compliance to sanitary and phytosanitary standards and
food safety should be considered in order to increase income and minimize the risk of export
bans due to diseases.



1. INTRODUCTION

The livestock population of Ethiopia is believed to be one of the largest in the world and the
largest in Africa comprising of 49.3 million cattle, 25.02 million sheep, 21.88 million goats
and 38.13 million. Livestock sector has been contributing considerable portion to Ethiopia’s
economy, and still promising to rally round the economic development of the country. It is
eminent that livestock products and by-products in the form of meat, milk, honey, eggs,
cheese, and butter supply the needed animal protein that contribute to the improvement of
the nutritional status of the people. Livestock also plays an important role in providing export
commodities, such as live animals, hides, and skins to earn foreign exchanges to the country.
On the other hand, draught animals provide power for the cultivation of the smallholdings
and for crop threshing virtually all over the country and are also essential modes of transport
to take holders and their families long-distances, to convey their agricultural products to the
market places and bring back their domestic necessities. Livestock as well confer a certain
degree of security in times of crop failure, as they are a “near-cash” capital stock.
Furthermore, livestock provides farmyard manure that is commonly applied to improve soil
fertility and also used as a source of energy.

1.1 Country facts
Agriculture is the main stay of Ethiopia’s economy providing employment to 85% of the

population whereas industry contributes about 5% and services 10%. Livestock contributes
about 43.5% of the GDP and 61% of total export. Industry contributes to 13.4% and services

43.1% of GDP.

Table 1: Country facts

Area total: 1,104,300 sq km
land: 1 million sq km
water: 104,300 sq km

Coastline 0 km (landlocked)

Terrain high plateau with central mountain range divided
by Great Rift Valley

Land use arable land: 10.01%

permanent crops: 0.65%
other: 89.34%

Irrigated land 2,900 sq km
Population 85,237,338
Population growth rate 3.208%

Agriculture

cereals, pulses, coffee, oilseed, cotton, sugarcane,
potatoes, qat, cut flowers; hides, cattle, sheep,
goats; fish

Exports commodities

coffee, gat, gold, leather products, live animals,
oilseeds

Imports commodities

food and live animals, petroleum and petroleum
products, chemicals, machinery, motor vehicles,
cereals, textiles




Industries food processing, beverages, textiles, leather,
chemicals, metals processing, cement

Natural resources Potash, salt, gold, copper, platinum, natural gas
(unexploited)

Export partners China 10.87%, Germany 9.75%, Saudi Arabia 7.39%,

US 7.21%, Netherlands 6.38%, Switzerland 5.33%,
Sudan 4.35%, Belgium 4%.

Import partners China 14.73%, Saudi Arabia 8.41%, India 7.65%, US
4.3%.

GDP (2009 est.) $77.47 billion (2009 est.)

GDP per capital (2009 est.) $900 dollars

GDP growth rate 8,7%

2. OPPORTUNITIES IN ETHIOPIA
2.1 Livestock

Ethiopia is one of the top ranking countries in Africa and among the first ten in the world in
terms of livestock resource. Traditional methods of animal husbandry render current output
per unit of domestic breed of livestock too low. Therefore, investment opportunities are
potentially attractive for modern commercial livestock breeding, production and processing
of meat, milk and eggs. Investment opportunities of significance potential are also available
in ostrich, civet cat and crocodile farming.

2.2 Agriculture and Agro-processing

New private investment is sought in the production and processing of agricultural crops such
as coffee (the country's single most important cash crop), tea, sugar, flowers, fruits and
vegetables, teff, wheat, maize, beans, peas, lentils, soybeans, chickpeas, starch production,
oil crops such as rapeseed, linseed, groundnuts, sunflower, sesame, maize, Niger seed and
cotton seed are other export products. Investment is also required in the provision of
agricultural support services such as pest and disease control, agricultural machinery, cold
storage, etc. A number of crops are grown organically. Apiculture is a leading producer of
honey and beeswax in Africa.

2.3 Leather and Hide

Opportunities for investment in tanning up to finishing, manufacture of luggage items,
handbags, saddler and harness items, footwear, garment and other leather goods.

2.4 Horticulture/cut flowers

Fruit, vegetable and cut flowers are fast-growing export businesses, with great potential for
private investment. There are already some integrated agro-industrial processing plants.




Of course there are more opportunity sectors to take advantage of but as this fact sheet
focuses on the livestock and poultry sector we mentioned only these three as they are in
most ways related to each other.

3. ECONOMIC SITUATION

Ethiopia’s real GDP growth remained strong in 2007/08 at 11.6 per cent, marginally up from
11.5 per cent in 2006/07. This rapid growth was driven mainly by the agriculture and services
sectors supported by strong growth of exports and sustained inflows of official development
assistance and foreign direct investment. Growth is expected to slow down but remain
strong in 2008/09, at 6.5 per cent, owing to a good harvest and sustained high public
investment in infrastructure. The expected slowdown in 2008/09 is due to the impact of the
global recession on non-traditional exports and slower growth in domestic demand as a
result of tighter fiscal and monetary policies.

Table 2: Economic facts

Subject Units 2004 2005 2006 2007 2008 2009 2010 2014
GDP, Annual 9.8 12.6 11.5 11.5 11.6 7.5 7.0 7.7
constant percent
prices 173 change
GDP, current | Billion, 10.054 12.307 15.168 19.431 25.658 34.762 36.774 -
prices' u.S.

Dollars
GDP, per u.S. 141.531 | 168.524 202.049 | 251.791 | 324.047 427.909 442.056 -
capita Dollars
current
prices’
Inflation Annual 8.6 6.8 12.3 15.8 25.3 36.4 5.1 7.0
Rate, percent
consumer change
price 179
Current Billion, (50.408) | (S0.4644) | (50.844) | ($3.384) | (51.806) (52.243) - -
Account u.S.
Balance® Dollars
Current Percent of | -4.0 -6.3 -9.1 -4.5 -5.6 -5.6 -9.3 -4.2
Account GDP
Balance 188

Despite strong growth overall in 2007/2008, drought, rising food prices and localized crop
failures have exacerbated the food security crisis in Ethiopia. In addition to food security
problems, the impact of the global economic crisis is expected to lower the demand for its

! http://www.economywatch.com/economic-statistics/Ethiopia/GDP_Current_Prices_US_Dollars/
2 http://www.economywatch.com/economic-statistics/Ethiopia/GDP_Per_Capita_Current_Prices_US_Dollars/
3 http://www.indexmundi.com/ethiopia/current_account_balance.html|




exports and reduce remittances. Foreign direct investment and receipts from tourism are
also expected to decline. The government faces the challenge of inflation — it has surged to
double digit levels — and difficulty in financing widening fiscal and current account deficits.

Figure 1. GDP Growth, annual percentage change (IMF)

Figure 1 - Real GDP Growth and Per Capita GDP
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3.1 Trade

As a landlocked country, Ethiopia has relied on the port of Djibouti since the 1998-2000
border war with Eritrea. Ethiopia is connected with the port of Djibouti by road and rail for
international trade. Of the 23,812 kilometers of all-weather roads in Ethiopia, 15% are
asphalt. Mountainous terrain and the lack of good roads and sufficient vehicles make land
transportation difficult and expensive. However, the government-owned airline’s reputation
is excellent. Ethiopian Airlines serves 38 domestic airfields and has 42 international
destinations.

Ethiopia has achieved considerable economic growth over the past five years, driven mainly
by exports of agricultural products. The double-digit growth rate of over 10 percent,
however, is fragile due to the lack of economic dynamism, and the economy remains highly
vulnerable to external shocks. Progress toward greater economic freedom has been uneven
and sluggish.

Ethiopia’s weighted average tariff rate was 11.5 percent in 2008. Import taxes, import
restrictions, restrictive foreign exchange controls, services market barriers, non-transparent




government procurement, import licensing, cumbersome customs clearance, and
inadequate infrastructure add to the cost of trade. All imports must be channeled through
Ethiopian nationals registered as official import or distribution agents with the Ministry of
Trade and Industry. Fifteen points were deducted from Ethiopia’s trade freedom score to

account for non-tariff barriers.

Figure 2. Top products exported

Top Products Exported by Ethiopia

Market Value: 2,681 (millions)

Product

0901 - Coffee

1207 - 2il Seeds & Gleaginous Fruits
3411 - Aircraft Engines

0603 - Cut Flowers & Buds

4105 - Sheep Skins - Mo Waoal
0713 - Leguminous Vegetables
4106 - Goat Leather - Mo Hair

410%2 - Sheep 3kins

0708 - Leguminous Vegetables
0602 - Live Plants

7601 - Aluminum

0204 - Meat of Sheep & Goats

1701 - Cane Sugar

5201 - Cotton

4104 - Cow &Horse Hides -Mo Hair
6202 - Bed & Table Linen
2615 - Miobium

6203 - Curtains & Interior Blinds
1301 - Matural Gums

1703 - Molasses

6403 - Leather Footwear

5208 - Woven Cotton Fabrics - = 85% = 200G/M2
6110 - Knitted Sweaters

1521 - Vegetahle Waxes

Trade
Value Share| Growth

{thousands)

412,368 (1538 15743

187,603 700 42910
54,310 2.03 |39,262.56
31,087 1.16 | 1,266.91
27,138 1.01 | 24559
24,105 0.90 35.30
23,263 0.87 40.23
20,220 075 | (30.43)
15,767 0.59 | 33038
10,535 0.39 MA
9,124 0.34 MA
9,107 0.34 | 472132
8,761 0.33 22.54
6,259 0.23 30.31
6,057 023 | (0.22)
4,617 017 | 564.11
3,856 0.14 | 10571
2,408 0.13 | 3,935.04
3,011 011 11429
2,950 0.11 | 153.85
2,879 0.11 | 8,136.90
1,793 0.07 | (75.52)
1,792 0.07 | 369.37
1,638 0.06 83.42
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Figure 3. Top products exported

Top Products Imported by Ethiopia Market Value: 5,403 (millions]
Trade
Product Value share| Growth
{thousands) i

8704 - Trucks 162,899 | 3.02 | 45428
8429 - Heavy Construction Equipment 94 361 175 | 53110
3004 - Medicines in Doses 71,714 133 | 21211
1001 - Wheat 41,164 076 | 1,117.83
8706 - Chassis with Engines 36,350 0.67 | 4,844.84
5407 - Woven Fabric of Synthetic Filament Yarn 33,232 062 | 158.74
8708 - Motor Vehicle Parts 30,610 057 | 126.78
7209 - Iron & Steel = 600Mm Wide - Cold 30,5676 057 | 2,729.56
ad74 - Machinery For Sorting Screening Minerals 30,378 056 | 35283
8703 - Passenger Vehicles 27163 0.50 32.86
4011 - Mew Pneumatic Tires 27,142 050 81.89
7214 - Iron & Steel Bars & Rods - HR 26,745 050 | 137.09
8411 - Aircraft Engines 26,170 048 | 321.87
8431 - Parts For Fork Lifts, Bulldozers & Graders 25,030 046 | 257.88
3002 - Human Blood 21,681 040 | 164.44
8701 -Semi Trucks & Tractors 20,744 0.38 | 518.80
8506 - Primary Cells & Batteries 20,570 0.33 | 1,022.09
8517 - Telephone, Fax & Switching Apparatus 18,980 035 ] 11858
7614 - Stranded Wire 18,470 034 | 1182.83
8716 - Trailers 17,854 033 | 880.22
8705 - Special Purpose Matar Vehicles 17,417 032 | 706.11
8479 - Mechanical Machinery & Parts 17,406 032 | 12988
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4. LIVESTOCK

4.1 The highland crop- livestock mixed farming system

This part covers around 40 % of the total land surface and is located 1500 m above sea level
(a.s.l.). The highlands are situated in the Northern, North-eastern and central part of the
country. It is featured by a mixed farming system where crop cultivation and livestock
production are undertaken side-by-side complementing each other.

Livestock is primarily kept on small-holdings where it provides draught power for crop
production, manure for soil fertility and fuel, and serves as a source of family diet and source
of cash income (from the sale of livestock and livestock products) particularly when markets
for crops are not favorable.

The number of young animals sold from the highlands which are suitable for breeding or for
further fattening is limited. The majority of the animals sold are old draught animals and
barren cows. The highlands are a major source of sheep for slaughter in the cities.

4.2 Cattle

Cattle play the most important role in the farming economy followed by sheep and goats.
The total cattle population for the country is estimated to be about 49.3 million. Out of this
total cattle population, the female cattle constitute about 55.48 percent and the remaining
44.52 percent are male cattle.

Regarding age groups, the majority of the cattle population (that is about 63.37 percent) is in
the 3 years and less than 10 years age category, with about 27.56 percent female and 35.91
percent male. Moreover, 33.58 percent are less than three years and those with age
category 10 years and over took small portion i.e. 3.06 percent of the total estimated
number of cattle population.

The livestock population is primarily indigenous types and have not adequately
characterized and documented. They are mostly zebu. Main cattle breeds/populations
identified and characterized include: Boran, Fogera, Horro, Sheko and the Afar. The Fogera
and Horro, well known for their milk production, are reared around Lake Tana and Eastern
Wellega regions, respectively. The Boran, a renowned beef breed/population, is found in the
southern and eastern parts of the country, while the Sheko breeds/populations, which are
considered to have tolerance to high tsetse challenge, are found in the southwest. European
breeds, especially Friesian and Jersey, have been imported for many years and crossed with
the indigenous cattle breeds.

12



Figure 4: Estimated Number of Cattle Ethiopia

Estimated Number of Cattle by Sex. Age.

Breed. and Purpose. Ethiopia - 2008/09

Total Male Female
Age. Breed, and Purpose Number %a Number % Number "
TOtal e 49,207 808 100 21946586 4452 27351313 5548
Under 6 months ..o, 4327787 8.78 2.007.974 4.26 2.220.812 452
& months - under 1 year ... 4.111.604 8.34 1.936.052 393 2,175,552 4.41
1 year —under 3 years ...ooooeeeee. 8.112.431 16.46 3.565.946 7.23 4.546 485 022
3 years — under 10 years............... 31,239.052) 6337 13538543 2746 17,700,509 3591
10 years and older ....ooccoooooevennn 1.507.025 3.06 208,060 1.64 08,055 142
Cattle by Breed
Total e 40,207 808 100 21946586 4452 27351313 5548
Indigenous .....ccococcceeceene. 48,044 475 0025 21.816.809) 4426 27127669 55.03
Hybrd. e 300,428 0.61 110,102 0.22 190,326 0.390
2T 52,002 0.11 19.674 0.04 33318 0.07
Aged 3 — 10 Years by Purpose
Total e 31,230052) 6337 13538543 2746 17.700,509 3591
Used for Milk ..o, 7.022004 1424 7.022.004 1424
Used for Draught.........coo..... 124480701 2525 12308348 2497 140,632 0.20
UsedforBeef ... 415260 (.34 330 4388 0.69 75,771 0.15
Used for Breeding .................... 0,058,340 202 445,583 0.9 9,512,766 19.3
Used for Other.......ooooo. 1.394 461 2.83 445125 09 040 334 1.83
Dairy Animals
Dairy Cows.ooooerrecreecereec e 7.022.004 1424 7,022,004 14.24
Milking Cows..oooovoooreeee e, 9.019.360] 20.12 0.919.360 20.12

*Dairy Cow refers to a cow that is primarily kept for milk and has been milked previously or was being milked at the time of
enumeration or has never been milked before but expected to be milked in the future or pregnant at the time of

enumeration.

**A Milking Cow refers to any type of cow that actually milked during the period (Nov. 12, 2007 to Nov. 10, 2008).
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5. MILK

5.1 Production

The total milk production from about 10 million milking cows is estimated at about 3.2
billion liters, an average of 1.54 liters per cow per day over a lactation period of about 6
months (CSA 2008). The performance of Ethiopian dairy subsector has been lagging far
behind that of the neighboring countries with comparable agro-ecological conditions. The
national milk production had increased by 1.6% and per capita production declined by about
0.8% annually during 1966—-2001 (Staal et al. 2008). The authors conclude that ‘the
development efforts had little impact on the growth of the sector as a whole, even in the
areas where they were implemented.’

Figure 5: Milk production and yields for Ethiopia, Kenya and Sudan

Milk production and yields for Ethiopia, Kenya and Sudan

Ethiopia Kenya Sudan
Feed supplied to livestock (kg of 28 40 94
maize equivalent per animal)
Annual R&D investment in agricul- 7 27 8
ture per hectare (USD)
Yield (litres/milking animal)/lactation 208 498 480
Annual growth rate of milk produc- 2.36 3.60 4.79
tion from 1970-1999 (%)
Domestic consumption of milk (t) 893,699 2,212,323 2,753,129

Source: Compiled from Staal et al. (2008).

5.2 Consumption

In Ethiopia, the national per capita consumption of milk and milk products is about 17 kg,
which is one of the lowest in sub-Saharan Africa, due to economic and cultural factors. The
average expenditure on milk and products by Ethiopian households accounts for only 4% of
the total household food budget (Staal et al. 2008). The habit of consuming milk and milk
products is yet to be developed, even among middle income urban households with a better
purchasing power. The small quantity of milk produced coupled with high transaction cost
results in lower prices for smallholder unorganized producers, and high product price for
poor urban consumers leading to low effective demand.

The demand for milk and products appears to be rising, though, in the recent years. It was
consistently reported across regions and PLWs that the demand, supply and price trends for
milk and products (butter) have been increasing over the last five years. While the perceived
contributing factors such as increased urbanization and population growth are similar across
PLWs, others like the establishment of new processing plants (Amhara region) and increased
number of dairy enterprises (Hawassa in SNNP, and Adigrat and Mekele in Tigray regions)
are region or PLW specific. A limited number of respondents (producers, researchers,
experts etc.) had mentioned increasing productivity as factor leading to increased milk and

14




butter supply. Urban and peri-urban producers held different views on whether increasing
demand or increasing cost of production was more responsible for higher product prices.

5.3 Sheep and Goat

The estimated number of sheep in Ethiopia is about 25.02 million out of which about 73.38
percent are females, and about 26.62 percent males. The number of goats reported in the
country is estimated to be about 21.88 million. Out of these total goats, about 69.84 percent
are females and 30.16 percent are males.

With respect to breed, almost all of the sheep and the goats are indigenous (99.81 percent
and 99.99 percent, respectively). The percentages of both sheep and goats kept for mutton
and meat are significantly higher for males. Among the sheep flock two years and older
(54.78% of the total sheep), 51.05 percent are kept for breeding; about three percent for
mutton and less than one percent of them were kept for wool production. Likewise, amid
the goat population aged two years and older (50.07% of the total), goats kept for breeding
accounted for about 43.21 percent while goats kept for meat accounted for about 3.35
percent. The number of female goats kept for milk at country level is estimated to be about
680 thousand, which is 3.11 percent of the total goats.

Some 7 sheep and about 12 goat breeds/populations have been identified so far in Ethiopia.
However, only few of these have been studied and characterized to some extent. Sheep
breeds/types include the Horro, Menz, Afar, Arsi, Bonga, Washera and Black-Head Ogaden.

Goat breeds/types identified include: Afar, Arsi-Bale, Long and Short eared Somali and the
Hararghe Highland goats. Few exotic breeds of sheep and goats have been introduced into

the country for crossbreeding.

Figure 6: Ethiopian farm keeping of goats
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Figure 7: Estimated Number of Sheep and Goats Ethiopia

Estimated Numbers ot Sheep and Goats by Sex. Age. Breed.

and Purpose. Ethiopia - 2008/09

Total Male Female
Apge. Breed, and Purpose Number Ya Number Yo MNumber Ya
Total Sheep..ooooeecceeee e 25017218 104 6,630 8141 2642 18357404 7338
Under 6§ months. . ........... 6,132959) 2450 2098318 1199 31346411 1261
& months - under 1 year....... 2495802 903 1068 4688 427 1,428 338 371
1 year - under 2 years ............., 2662807 1064 g223461 3.69 1,740 2448 6.94
Y years and oldeT ... 13,704 648 5478 1670468 6.68 12,034,180 481
Sheep by Breed
Total .o 23017218 100 6,639 814 26.62 18357404 7338
Indigenous.......coooerieinnne 24.990.004f 9989 6,649 485 26.58 18340 518 7331
Hybod . 10,77 0.04 4791 002 5,979 0.0z
Exotic. o * * ¥ * ¥ *
Sheep Aged 2 Years and Older|
by Purpose
Total .o 13,704 648 5478 1670468 6.68 12,034,180 481
Used for Mutten................ TE0R13( 3.0 710954 284 43 349 0.2
Used for Wool ... 773280 031 10614 004 66,712 027
Used for Breeding............. 12,772 384 51.05 807279 3.50 11,875,105 4747
Used for Other ................ 05128 038 slelll 021 43 313 017
Total Goats ..o 21,884 222 104 6,600,827 3016 15283395 6934
Under & months... 3,279.279 24.12 2534431 11467 2724 848 1245
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Figure 8: Distribution of major livestock types by region
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5.3 Poultry

The total poultry population at country level is estimated to be about 38.13 million. In this
report, poultry includes cocks, cockerels, pullets, laying hens, non-laying hens and chicks.
Consequently most of the poultry are chicks (39.38 percent), followed by laying hens (32.87
percent). Pullets are estimated to be 3.27 million in the country. Cocks and cockerels are also
estimated separately, and are 4.01 million and 1.78 million, respectively. The others are non-
laying hens that make up about 3.99 percent (1.52 million) of the total poultry population in
the country. With regard to breed, 96.4 percent, 3.06 percent and 0.53 percent of the total
poultry were reported to be indigenous, hybrid and exotic, respectively.

With regard to poultry, the indigenous birds comprise over 99%, while the remaining 1% are
exotic commercial chicken breeds such as the White leghorn, Rhode Island Red, Fayomi and
Bovan that have been imported by various bodies. Some have been crossbred with the
indigenous chicken.

Nigussie Mullu, who does research for the Debre Zeit Agricultural Research Centre, says:
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“Most people cannot afford cows or large animals, because they cost lots of money. But
chickens are small animals; they need very low investment costs to start. They belong to
women and children, most of the time. (...) Chickens often are the only resources of
women. And so if we want to improve the life of village women, we have to improve the
productivity of chickens.”

( 24 June 2010 By Philip Smet www.rnw.nl)

Figure 9: Estimated Number of Poultry Ethiopia

Estimated Number of Poultry by Type and Breed,
Ethiopia - 2008/09

All Indigenous Hybnd Exotic
Number % Number Yo Number Ya Number %a
Type of Poultry
Al Poultry ... 38127504 100 36,756,130 364 1,167.933 3.06 20344 0.53
Cocks. oo 4007900 | 1031 3,852,659 101 115888 03 394351 0.1
Cockerels.................] 1,780,639 4.67 1,717,657 4351 39,765 0.16 3216 0.01
Pullets .| 3,270,704 B38 3,140,685 824 111,858 0.29 18251 0.05
Non-Laying Hens ... 1,519.735 389 1,462,522 384 43,973 0.12 13,238 0.03
Chicks. oo 15,015,339 | 3038 14621061 | 3833 373,553 098 20,724 0.05
LavincHens ... 12532098 | 32.87 11.961.544 | 3137 462.893 1.21 108.561 0.28

6. LIVESTOCK MARKETING

Livestock marketing is the distribution of livestock and the efforts made to market these
stock in order to increase productivity.

6.1 Price of livestock

Prices are highest for matured animals for all the three types of animals (sheep, goat, and
cattle) relative to the immature and young. Body condition and age of animals are important
factors affecting livestock prices. Thus, there should be a proper market information system
that updates producers with these requirements so that they will try to tune their marketing
activities accordingly.

Livestock prices are highest during Muslim fasting periods relative to other occasions. There
is a need to aware producers to target their breeding and feeding practices to such
important times when they can get rewarding prices for their animals.

Consumer prices for meat (around 2003) ranged in Addis from Br 8/kg for low quality to Br
25/kg for prime cuts. Br 13 — 15 Br/kg was apparently the average price and Br 16 — 18/kg
the average price of meat from fattened steers and oxen. Purchase prices (2005 — 2006) for
livestock from pastoralists are about Br 5.50 per kg live weight (LW). After 1 to 3 months
fattening and proper health care they sell at Br 8 — 10 per kg farm gate. The same source
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reports a price for export of live cattle of $ 1030 per ton (= 8910 Br) f.0.b. Djibouti. This does
not seem to tally with a farm gate price of 8 — 10 Br per kg LW. During the market survey

period the exchange rate was 1 USD = 8.61 Birr.

Figure 10: Average monthly nominal price of cattle, 2006/07
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Figure 11: Average monthly nominal price of sheep and goat, 2006/07
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6.2 Mode of payment

In current livestock marketing system, one serious problem that is negatively affecting the
functioning of the livestock supply is transaction of livestock among the different actors in
the supply chain in credit contract where the terms are not usually respected in due time.
There are cases where complete defaulting might happen causing the death of business as a
consequence. It might be in this regard that mode of payments is considered as an
important factor for determining price of livestock. As hypothesized, the results of the
regression model confirm the fact that there is a significant price penalty for transaction
carried out in credit terms than those operated in cash. Prices are higher for credit
transaction than cash payment.

6.3 Relationships between buyers and sellers

About 95% of shoat and 88% of cattle transactions were carried out with traders having no
relationship with the sellers; while the remaining 5 and 12% of shoat and cattle transaction
were managed through acquaintance and friendship. The model result shows that prices are
relatively lower when buyers and sellers do not have any prior friendship or acquaintances.
This is because of the softness (Shyness) that buyers feel too strongly negotiate with a
person whom they have some sort of social relation in order to maintain their loyalty.

6.4 Distribution
Livestock markets in Ethiopia function at three levels:

e Primary market: village level markets with generally less than 500 head of cattle sold per
week. Farmers and pastoralists sell animals to traders, other farmers (replacement
animals) and sometimes to consumers and local butchers. Generally there are no
facilities for weighing, watering and feeding.

e Secondary markets: middlemen, trader and butcher dominated markets with a turnover
of 500 — 1000 animals per week consisting of finished, breeding and draught stocks and
located mainly in regional capitals. Secondary markets serve the local butchers and feed
the terminal markets.

e Terminal markets: located in the large urban centers. Medium to large-scale traders
dominate these markets. Marketing of sheep and goats follows a similar pattern except
that more animals are sold through informal markets especially in the urban areas.

Supply of livestock to the primary, secondary and terminal markets is mostly done through
trekking. Traders and producers use traditional stock routes to trek their animals to the
market. Also in Addis a lot of trading in livestock, particularly for goats and sheep takes place
outside the formal market places.

In 2008/09, about 10.1 million chickens, 6.6 million sheep, 5 million cattle and 4.3 goats
were sold and about 15.6 million animals (chicken, cattle, sheep, goats and camels) were
slaughtered by households during the reference period. The estimated numbers of deaths
were: chicken 35 million, 8.6 million sheep, 6.4 million cattle and 5.8 million goats during the
reference period. According to a survey, households have also offered about 1.3 million
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animals to their relatives or others as gifts during the year.

Decision to sell (both farmers and pastoralists) are mostly because of urgent cash
requirements. Producers come to the markets with no information beforehand on the going
price of the day and farmers may take back their animals if the price offered is too low and
they will try their luck next time at the same or another market.

7. Livestock export

As one of its economic objectives, the government of Ethiopia is pursuing a policy of
maximizing revenues through meat and live animal exports. In the past few years, Ethiopia's
volume of meat exports has been rising steadily, though its live animal exports have varied
due to external factors that include trade bans by importing countries. Nearly all the meat
exports from Ethiopia consist of sheep and goat chilled carcasses to the exclusion of beef.

7.1 Export companies

As a land-locked country with the largest livestock resources in Africa, Ethiopia would like to
tap its huge cattle resources for increased chilled and frozen beef exports. This initiative is
challenged, however, by rising domestic beef prices, well above the world beef market price.
What is more baffling is that the domestic price of beef in Ethiopia is twice that of Kenya,
which meets its domestic beef requirements through cross-border exports from Ethiopia and
Tanzania.

ELFORA, which is the biggest private livestock and meat enterprise in Ethiopia is the main
ranch owner, but does not seem to operate the ranches very effectively and efficiently.
ELFORA is owned by a rich entrepreneur who bought around 1998 all the assets (including
ranches, slaughterhouses and a meat canning plant) that were government owned.

Compared to its livestock resources, the volume of Ethiopia’s livestock and red meat exports
has been low for a long time. The export of live animals has diminished as a result of
shortage of capital, poor infrastructure, lack of enabling policy and legislation, and the
landlocked status of the country, in addition to the poor financing of the veterinary services.
ELFORA, the company that bought the assets of the LMDE has up to recently not managed to
export live animals. ELFORA now exports live animals to Egypt. Ethiopia’s export output has,
during the last 5 years, been limited to chilled mutton and beef, mainly because of the
private slaughterhouses that have been established fairly recently. Many of these small
slaughterhouses are located within a radius of some 100 km from the capital for close
proximity to the airport. Though the volume of exports remains small in relation to the
livestock potential of the country, a steady growth was maintained until the Gulf States
applied the RVF (Rift valley fever) ban in the year 2000. The ban has critically affected almost
all of these small private exporters both in terms of limiting their output capacity and stalling
their plans for expansion.

Table 3: Top livestock export companies Ethiopia

Livestock export companies Ethiopia Telephone number
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ELFORA Agro-Industry P.L.C. 251-1-620834

Hashim Ethiopian Livestock & Meat Exporter | 251-1-564408

Modjo Modern Export Abattoir P.L.C. 251-9-253447/160899

LUNA Export Slaughter House 251-1-150872/251-9-211271

Mewashi Ethiopia P.L.C. 251-1-201765/251-9-405010

SAAFI Trading P.L.C. 251-9-203177/203178

Shifare Assefa Import & Export Enterprise 251-1-537877/228132

ALFOZ P.L.C. 251-1-621745/251-9-201017

TAKEM P.L.C. 251-1-511070/251-9-247555

Ethio-LEE Livestock Enterprise S. CO. 251-1-632699

Haile & His Sons Agro-Industry S.CO. 251-2-330088/251-9-408088

Yesuf Omer General Import & Export 251-4-404673/403937

GASCO Trading P.L.C.

7.2 Export destinations

Egypt and Ethiopia made in 2004 an agreement on the purchase of livestock and meat from
Ethiopia for a total of $ 50 million in a period of 2 years. Part of the agreement was for Egypt
to invest in slaughterhouses in Ethiopia and send their own meat inspectors to Ethiopia.
Reportedly the quantities of meat exported fall short of the targets due to shortage of
suitable animals. So far Egypt has not made any investment in slaughterhouses. A major part
of the exports to Egypt are in the form of live animals.

The Ethiopian Business Development Services Network lists 13 companies in the category of
Live Animals and Meat Export Companies.

Figure 12: Main destinations for meat export

Meat Export to Different Destinations (July 2004-June 2005)

Destination Products in MT
Chilled Chilled offal’s total Share
shoats beef (%)
meat
Saudi 3565 - 39 3604 43.4
Dubai 3978 446 37 4461 h3.7
Yemen 155 16 2 173 2.1
Congo Bra. 13 33 3 48 0.6
South Africa 14 - - 14 0.2
Total 1725 495 81 8301 | 100.0
Share (%) 93 6 1 100
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Figure 13: Ethiopian livestock markets

7.3 Production

Livestock production in Ethiopia has, for long, remained subsistence with limited market-
orientation and poor institutional support. Producing for the market requires re-orientation
of the production system and development of a knowledge based and responsive
institutional support services. Institutional support services of extension, research, input
supply, rural finance and marketing are key areas of intervention.

Livestock production systems in Ethiopia can be broadly categorized into mixed crop—
livestock system, pastoral and agro pastoral system, and urban and peri-urban production
systems. The demand for institutional support services for livestock development in these
production systems can vary significantly. The major inputs for livestock development
include animal genetic resources, feeds and forages, veterinary drugs, vaccines, machinery
equipment and utensils as well as knowledge. Most of these inputs have been supplied only
by the government or government sponsored projects. Limited credit facilities to support
livestock development have been provided by microfinance institutions, food security
projects, small-scale micro enterprises and NGOs.

Figure 14: Priority market-oriented livestock commodities
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8. HOW TO DO BUSINESS IN ETHIOPIA

8.1 Constraints

The major constraints for livestock development in Ethiopia can be broadly categorized into
technical, organizational, institutional, infrastructural, environmental and policy aspects.

The major technical constraints are under-nutrition and malnutrition, high prevalence of
diseases, relatively low genetic potential for productive traits, poor management practices
and weak market infrastructure. Improved technological applications, efficient and effective
input supply system, better management options, access to knowledge and credit are
required on the supply side. The development of market infrastructure and market
institutions is also very important for inducing efficiency and incentives for market
participants along the value chain. The Government of Ethiopia has attached a significant
importance to the development of the livestock sector in a sustainable manner. However, it
has to be noted that livestock development programs are expensive, have long gestation
period, and require strong and continuous commitment and collaboration from stakeholders
at all levels. One of the limiting factors for developing the livestock sector is that substantial
number of oxen are locked into fulfilling the power requirements of millions of smallholder
farmers for crop production. Controlled grazing and intensification are key elements that
need to be addressed in optimizing productivity with minimal environmental impacts. This
has to be based on the value chain development framework and innovation systems
approach. Ensuring quality, sanitary and phytosanitary standards and food safety are key
elements for market participation. Changes in organizational and institutional arrangements
need to be addressed and refocused to respond to more market-oriented challenges. The
research system has to also refocus its efforts to addressing key constraints to commodity
development along the value chain. Capacity building of farmers and the private sector in
knowledge-based commercial livestock production and processing is also essential.

Animal diseases, animal nutrition, traditional subsistence animal husbandry, and marketing
of animals are the biggest concerns. There is a good potential to increase quantity as well as
quality through promoting the selling of animals at a younger age and through improved
fattening of the animals either by small farmers or in feedlots.

Up to now the export of meat and live animals is limited, primarily through import
restrictions due to animal diseases (e.g. Rift Valley Fever) and to lack of animals of good
quality. A number of multilateral and bilateral projects are being implemented in the fields
of animal disease control, quality control, livestock marketing, and development of
producers’ organizations. Especially producers’ organizations could play a positive role in the
fattening of stock and improving the regular supply of suitable animals for slaughter.

8.2 Opportunities

There are new opportunities for the developments following new value chains:

e Sale of good quality fresh / chilled or frozen meat for export (to e.g. Middle-East, North
Africa and certain areas in Sub-Sahara Africa)

e Sale of good quality fresh / chilled or frozen meat for top segment of the urban market
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e Production and sale of processed meat products for the local market and for export
e Cooperation in the animal feed sector: formulation of rations, sale of premixes and
development of joint ventures with local feed companies;

For successful operation on the Ethiopian market it is important to:

e Find a good business partner with good connections in the sector and interested in long
term cooperation

e Have control over as many steps in the supply chain as possible (from the production
and supply of raw materials to sale of the product to the consumer or importer)

e Make use of the Dutch programs for the support of sustainable economic development
(e.g. EVD, public-private partnerships, FMO etc)

The development of the livestock sector could benefit from activities in development
cooperation by:

e Support for the development of producers’ organizations to strengthen the economic
position and the lobbying power of farmers. e.g. pastoral associations, fattening and
marketing of animals, milk collection cooperatives

e Study of the animal feed sector: current situation, opportunities and constraints,
availability of local feed resources (in terms of quantity and quality), advice on animal
feed production and suitable feed rations, with the objective to assess the development
potential of the sector and to support partnerships with the Netherlands Agribusiness
sector

e Study of the smallholder dairy sector: review of the current situation, constraints and
opportunities for the development (milk production, marketing and processing).with the
aim to identify development opportunities especially for smallholders and investigate a
possible role of Dutch Agribusiness

e |dentify the current gaps in knowledge of agriculture entrepreneurs and producers
organization in Ethiopia which limit international market access and dealing with
international traders. The objective would be to develop tailor made capacity building
programs (e.g. on government policy, product quality etc) for this target group.

8.3 Investment
Investment in Ethiopia can be effected in one of the following forms:

e Sole proprietorship; business organizations incorporated in Ethiopia or abroad
e Public enterprises established in accordance with the relevant law
e Co-operative societies formed in accordance with the relevant law

8.4 Favorable conditions in Ethiopia

Ethiopia harbors an extraordinarily rich agro-biodiversity resulting from its geography,
climatic differences, ethnic diversity and strong food culture. Unique is the great variation in
climates, due to the great variation in altitude ranging from sea level up to 4500 meters.
Altitudes between 500 meters (normally warm) and 2600 meters (cool nights and mild day
temperatures), and all altitudes in between, are common.
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Besides the climatic conditions also the investment conditions in Ethiopia are important.
The government is giving priority to the horticultural sector and other export products like:
meat, leather, oilseeds and coffee. These get an attractive package offering including:

e Tax holiday (1 to 5 years) and favorable financing possibilities

e Active assistance for obtaining land

e Land can be leased on long-term at very favorable conditions

e Laboris cheap and loans can be obtained at advantageous terms.

e Personal safety and government offices working according to procedures (This results in
a relatively low level of corruption compared to other African countries)

e Duty free importation of capital goods and spare parts

e Duty free importation of raw materials - for production destined for export

e Exemptions from payment of export customs duties

e R&D Incentives

e Depreciation Method

Horticulture, export of fruit and vegetables are big export products. And other fast growing
export sectors are oilseeds and dry beans. Of course coffee remains important, with Ethiopia
being the motherland of coffee. Furthermore, the meat and leather sectors are developing
rapidly.

The demand for dairy and poultry products in the local market is growing and good business
opportunities exist in these sectors. Other sectors, like sugar, tea and bio fuel enjoy growing
interest from foreign investors.

8.5 Animal health service programs

In general, animal health inputs and services in Ethiopia include:

* Preventive services and vaccinations

e Education/extension including public health education

® Regulatory services to control occurrence of new diseases

e Clinical services which include diagnosis and treatment of sick animals

e Supply of livestock drugs

e Meat inspection services at abattoirs

e Public health in relation to zoonotic and food-borne disease control, hygiene, food
and feed safety and the environment.

8.6 Acquisition of land
In Ethiopia, all land is public property and belongs to the State. It cannot be bought but

it can be leased for a certain number of years. The lease time differs between the
different regional states, 30 years or more is common.
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Figure 15: Ethiopia’s administrative set-up

« Federal government
= In total 9 regional states plus the Addis Ababa Administration and Dire
Dawa Administration:
1. Addis Ababa
2. Afar
3. Ambhara
4, Benishangul-Gumuz
5. Dire Dawa
6. Gambela
7. Harari
8. Oromia
9. Somali
10. Southern Nations, Nationalities, and Peoples Region
11.Tigray
Zone: administrative unit
Woreda: administrative unit

¥ + Kebele: basic administrative unit (municipality/neighbourhood)

1. When you know in which area you wish to acquire land, the regional investment
office can assign locations that are already prepared for different types of agriculture.

2. When the specific location you have identified is owned by local farmers and not yet
prepared by the Government, the regional investment office can decide to negotiate with
the farmers.

3. When the specific location you have identified as suitable is not one of the locations
especially assigned for investment by the regional states, the regional investment office
can write a letter to the local kebele about your land application.

The Facilitation and Aftercare Department of the Ethiopian Investment Agency can
facilitate communication if problems occur. The Facilitation and Aftercare Department is
found on the ground floor of the Ethiopian Investment Agency room No. 9.

8.7 Doing Business in general

A short fact summary of the Communication style, Political stability, Ease of Doing Business

Rankings: Index of Economic Freedom and Risk Assessment is given here. You can find these
in the Appendix.
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1. DOING BUSINESS IN GENERAL

1.1 Communication style

People tend to speak indirectly, especially to foreigners, whom they do not want to offend
or ask too much of. They often say "It is possible" to a request, even if they do not want to
comply with the request.

e Politeness is valued above all, so people tend to avoid directness. However, questions
about religion, money, marital status, as well as comments about physical appearance
are socially acceptable and common.

e |tis best to avoid talking about sex, and politics during initial meetings. It’s also a good
idea to avoid asking what tribe or area someone comes from until you have established a
good relationship.

e Showing anger or raising your voice in public is considered very rude.

1.2 Political stability

The prospect of general elections in 2010 has exacerbated tensions between the
government and the opposition parties that boycotted the April 2008 legislative elections.
The government has more over been contending with insurrection by armed groups formed
through ethnic and religious affinity. And the withdrawal in July 2008 of the United Nations
mission charged with maintaining security since 2000 in the region claimed by both Eritrea
and Ethiopia around the City of Badme in northern Ethiopia tends to exacerbate risks of
renewed hostilities. And the involvement of those two countries in Somalia moreover raises
the risk of regionalizing the conflicts.

e A new national constitution was adopted.

e Freedom to speak, read, write and to be organized was granted.

e Power and resource were devolved from the center to regions (decentralization).
e Autonomous Regional States were established

e Elected Federal government was established.

1.3 Ease of Doing Business Rankings: 116 out of 181

The Ease of Doing Business Ranking is reported yearly by The World Bank, a financial
assistant to developing countries. The Doing Business Ranking provides measures of business
regulations and their enforcement across countries by measuring specific regulatory
obstacles to doing business, such as protection of investors, protection of property rights,
employment issues, and contract enforcement capabilities. The highest ranked country has
the most favorable environment for conducting business in the world.

1.4 Index of Economic Freedom: 124 out of 155

The Index of Economic Freedom is reported annually by the Heritage Foundation, a research
and educational institute. The Index of Economic Freedom analyzes a wide range of issues
including trade barriers, corruption, government expenditures, property rights, and tax rates
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to generate an overall ranking of economic freedom. The highest ranked country is the

country with the least number of restrictions and constraints on businesses.

1.5 Risk Assessment

The economy contracted in 2008, affected by severe drought that undermined farm
production and the supply and delivery of energy. It nonetheless drew support from
diversification of the primary sector (horticulture) and increased investments in gold
prospecting. A less buoyant international context in 2009 could affect incoming private
transfers, the level of public aid, and inflows of foreign direct investment. With economic
growth also limited by deficient transport and energy infrastructure it will likely fall short of
Millennium objectives. Inflation, has peaked at 30 per cent in 2008 in the wake of a poor
farm season and soaring world prices, is expected to ease back to under 15 per cent in 2009

as world prices come down.
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