SNV SUPPORT TO BUSINESS ORGANISATIONS AND THEIR ACCESS TO MARKETS (BOAM)    Page 3 of 75

[image: image45.bmp]
SNV SUPPORT TO ETHIOPIA
BUSINESS ORGANISATIONS AND 
THEIR ACCESS TO MARKETS (BOAM)

STRATEGIC INTERVENTION PLAN ON SELECTED 
FOUR VALUE CHAINS & TWO RESERVE CHAINS

Compiled by
Johannes Agonafir, Agric & horticultural Economist - Local Consultant
acabt@ethionet.et 
Addis Ababa
July, 2005

Table of Contents

Title                                                                                    page

4List of Acronyms & Abbreviations


6Executive summary


71.
Value Chain Program Goal


72.
Value Chain Program Objective


73.
Features of business organizations and their access to market (BOAM) program


84.
Value Chain Analysis


84.1 Milk and Milk Processing


84.1.1 Dairy Business in Ethiopia


94.1.2 Problem


94.1.3 Cause of the problem


114.1.4 Potential Intervention Point


184.1.5 Objective of Strategic Interventions


18


184.1.6 Result Indicators


184.1.7 Impact Hypothesis


184.1.8 Activities of Intervention


204.2 Oil Crops Production and Edible Oil Processing


204.2.1 Oil seeds production and marketing:


214.2.2 Problem


214.2.3 Cause of the problem


214.2.4 Potential Intervention Point


294.2.5 Objective of Strategic Intervention


294.2.6 Result Indicators


294.2.7 Impact Hypothesis


304.2.8 Activities of Intervention


314.3 Honey and Beeswax


314.3.1 Honey and beeswax in Ethiopia


324.3.2 Problem


324.3.3 Cause of the problem


324.3.4 Potential Intervention Points


394.3.5 Objective of Strategic Intervention


394.3.6 Result Indicators


394.3.7 Impact Hypothesis


394.3.8 Activities of Intervention


414.4 Pineapple Fruit Production and Processing


414.4.1 Short description about fruit in Ethiopia:


424.4.2 Problem


424.4.3 Cause of the Problem


424.4.4 Potential Intervention Points


48


494.4.5 Objective of Strategic Intervention


494.4.6 Result Indicator


494.4.7 Impact Hypothesis


494.4.8 Activities of Intervention


515.
Action Plan Matrix for the four Value Chains in Oromia and SNNP Regions (Problems, Cause of the problem, Objectives, Intervention points and Activities)


526. Reserve Value Chains for Implementation


526.1 Vegetable Processing


526.1.1 Introduction on Vegetable Business


536.1.2 Problem


546.1.3 Constraints


54
Market and Marketing of Tomato


546.1.4 Potential Intervention Point


626.1.5 Objective of Strategic Intervention


626.1.6 Impact Hypothesis


626.1.7 Result Indicators


62
Performance Indicators


62
Process Indicators


626.1.8 Activities of Intervention


636.2 Spice Production and Trade


636.2.1 Spice and Spice Trade in Ethiopia


656.2.2 Problem


656.2.3 Constraints


656.2.4 Potential Intervention Points


726.2.5 Objective of Strategic Intervention


726.2.6 Impact Hypothesis


726.2.7 Result Indicators


726.2.8 Activities of Intervention





List of Acronyms & Abbreviations

	AA
	Addis Ababa

	ACC
	Addis Ababa Chamber of Commerce

	ADLI
	Agricultural Development Led Industrialization

	BOAM
	Business Organizations and their Access to Markets

	BOs
	Business Organisations

	BDS
	Business Development Service

	BARD
	Bureau of Agriculture and Rural Development

	CBO
	Community Based Organization

	CBI
	Centre for Promotion of Imports from Developing Countries

	CFC
	Common Fund for Commodities

	CIDR
	International Centre for Development and Research

	CC
	Chamber of Commerce

	CRDA
	Christian Relief and Development Association

	CSA
	Central Statistics Authority

	DPPC
	Disaster Prevention and Preparedness Commission

	EB
	Ethiopian Birr

	ECC
	Ethiopian Chamber of Commerce

	E.C.
	Ethiopian Calendar

	EEA
	Ethiopian Economic Association

	EEPA
	Ethiopian Export Promotion Agency

	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

	HACCP
	Hazard Analysis Critical Control Practice 

	IFAD
	International Fund for Agricultural Development

	IPM
	Integrated Pest Management

	ILRI
	International Livestock Research Centre

	ITC
	International Trade Centre

	IFC
	International Finance Cooperation

	LOGFRAME
	Logical Framework Matrix

	MOA
	Ministry of Agriculture

	MFI
	Micro Finance Institutions

	MIS
	Market Information System

	MARD
	Ministry of Agriculture and Rural Development

	MTI
	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

	SHDI
	Self Help Development International

	SIP
	Strategic Intervention Plan

	SNNPR
	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

	USAID
	United States of America international Development Agency

	USD
	United States Dollar

	VAT
	Value Added Tax

	VOCA
	Voluntary Overseas Countries Assistance

	WB
	World Bank

	WFP
	World Food Program

	WEA
	Women Entrepreneurs' Association


Executive summary

Ethiopia is primarily an exporter of agricultural products and importer of consumer and capital goods. It almost exclusively imports essential development inputs like raw materials, machineries and equipments, transport and communication facilities, consumer goods including food. The major producers of all consumable and exportable agricultural goods are the smallholders with low level technologies and remained with poor productivity of agricultural goods. Agro industries are also using smallholder as major raw material suppliers and fail to process because of unsustainable supply of agricultural products from farmers who rely on rainfed cultivation. 

All agro based business activities are facing Cause of the problem all the way through chain of operations from production to sells point. This program is intended to resolve some of the Cause of the problem within the value chains of selected commodities.
The program is designed to be nation wide and very soon will start the interventions in Oromia and SNNP regions. In both regions the selected value chains differ widely in terms of specification, degree of implementation, function and heterogeneity. In some cases the value chain addresses an entire sub-sector in other cases a single commodity is specified. However, the value chains can over lap through out the nation. The purpose of the project is focused on intervention points that can bring positive changes in the business chain and benefit the stakeholders.

The value chains are selected by the joint effort and discussions made on the workshop held on April 18. 2005. Public and private participants in both regions including Ethiopian Chamber of Commerce and Addis Ababa Chamber have actively participated in the work shop and the following value chains are selected for the respective regions. Thus this strategic intervention plan is projected to be implemented based on what has been accepted by the stakeholders in the work shop.

	Regions

	Oromia
	SNNPR

	1. Milk & Milk products (both regions)
	4. Honey and beeswax (both regions)

	2. Tomato
	5. Pepper

	3. Edible Oil/ Oil seeds 
	6. Pineapple


The selected value chains for each region are six with reserves, one for each region. Therefore, this strategic intervention plan has considered two for each region and details are worked out for implementation. 
The selected value chains are described and intervention points are indicated so as the most critical problem would be tackled along with obstacles across operations within the value chain. The whole idea of the strategic intervention plan is to implement appropriate and practical measures that could be applied through the activities and make the operation process of the business feasible. The result of the intervention could be measured and evaluated based on the out puts of the business operation in the process and or periodically. The impact hypotheses which are pre formulation of impacts over the chain are expected to be the result of the intervention and measured using possible indicators which can picture the difference before and after implementation of the intervention plan. Impacts are direct benefits of output of the intervention plan and come out of performance when the achieved out put are compared with the planned activities. For this bench marks or level of attainable results should be known prior to implementation and will be used to compare the results after the intervention support.

1. Value Chain Program Goal

The program is planned as national level support program for agro based business organizations. The first pilot project is to be executed in Oromia and SNNP regions in a participatory manner. It is public private partnership scheme focused to support actors involved in agro business activities across the chain of operations from raw material supply to sells point. The over all idea of the project is to alleviate business bottlenecks that hinders the business development and encourage the business to work to the best of its capacity and ability so as could have sustainable and productive economic growth. For the success of the program the action plan has considered business service providers as executive partner of implementation.
2. Value Chain Program Objective
The objective of this program is to identify value chains with critical problems in their prevailing business operations. And make problem analysis of the respective value chain and identify intervention points where by the program will design means of alleviating the main problem and the obstacles that hinder the business operation. And apply the means and get rid off the limitations through possible interventions so as the business activities across the value chain would be smoothened and positive result could be achieved with a joint effort of all stakeholders.

The role of the stakeholders has an important contribution for the success of this objective. Business development service providers are well come to work in the strategic intervention program either as direct participant or indirect supporter in their capacity and experiences. Their support can be in any ways convenient to them, from experience sharing up to training, from technology to financial support and or any thing important that can help to achieve the desire objective of the intervention plan. Farmers’ cooperative organizations both at regional and federal level are among the expected potential stakeholder which can facilitate the implementation of this program. Several NGOs are expected to share their development experiences as they committed to share their know how during the study tour of the team. Any public or private partners are also expected to be development service provider of their respective business. 

3. Features of business organizations and their access to market (BOAM) program
BOAM has the plan to identify bottlenecks in the process of operations along the value chains and intervene with clients and partners interest in. To carry out the project idea the following are taken as the features of BOAM program.
· Works with existing agro business activities. 

· Establish and use Private public partnership forum.
· Facilitate participatory approach and work with all available stakeholders.

· Assist request based intervention plan on the selected value chains.
· Identify intervention area along the chain and intervene through private partner.
· Five years program with two phases, Pilot phase and Scaling up phase.
4. Value Chain Analysis
Value chain analysis is one of the principal ways of channel mapping and 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. In value chain analysis operation activities, value adding and costs are integrated phenomenon. It involves all the process from the market point back to the beginning of activities usually between input supplies and product marketing. The process of tracing a product flow through an entire channel from the point of product concept to the point of consumption highlights the pattern of inputs, constraints, value adding or non value adding activities, associated costs and competitive advantages.
In the value chain analysis of agro business activities an important point is to understand how to breakdown and categorize various operations associated with the agricultural product cultivation, post harvest handling, processing, packaging and marketing. These activities starting from agricultural operations to point of sales are described and value adding and none value adding activities associated with the final product are visible along the chain. Value chain analysis also considers break dawn of each stage of production cost estimates that can provide indicative data associated with the operations linked to market. 

This project is to assess and identify activities that can bring changes in the business channel of a product starting from input supply and end up at consumer markets; so as possible intervention areas could be planned on the existing business and bottlenecks that hinder the flow of the business activities would be alleviated by way of technical training, technological change, financial intermediation or all through participatory approach. Supports on the envisaged activities behind the market could possibly bring positive changes because of participatory and action learning implementation approach with all the concerned stakeholders with in the value chain. 
4.1 Milk and Milk Processing
4.1.1 Dairy Business in Ethiopia

People enjoy drinking milk in its natural form and also use it to make a wide range of food products, including cream, butter, yogurt, ricotta, cheese, and ice cream. Humans drink the milk produced from a variety of domesticated mammals, including cows, goats, sheep, camels and others. In Ethiopia the vast majority of milk used for commercial production and consumption is from cows. This value chain analysis focuses on dairy cow milk business from farm to processing. Dairy Farming is concerned with production and use of milk and milk products. Dairy husbandry includes the management of dairy cows, the cultivation of crops for feed, the production of milk and cream, and the manufacture of butter, cheese, and ice cream. 

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 using exotic dairy breeds 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 in short supply. 

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 crossbreed 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 milk production has many food security-related benefits for pre-urban and highland smallholder communities. Dairy industry has multi purpose benefit in terms of food availability, regular cash income and more employment opportunities. 

The selected regions economy is livestock based and using milk as direct consumption or selling milk as regular cash income is the way of life. However, dairy technology is not yet promoted. Market oriented dairy production in and around Addis Ababa has 60 years of existence. Shola dairy processing is the largest dairy processing plant belongs to government. Small-scale dairy producers and processors are also providing fresh and processed milk and milk product to urban consumers. Sebeta Agro Industry is a modern dairy plant 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 state. It has its own dairy farm and raw milk suppliers from different sources in Addis Ababa and Oromia.  Raw milk sources are own farm, smallholders and milk collectors with in a radius of 100 kilometres from the processing plant. The dairy processing enterprise has applied quality standard measures such as Hazard Analysis Critical Control Practice (HACCP) in the processing and distribution of the milk and milk products. 

4.1.2 Problem
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4.1.3 Cause of the problem
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 dairy breeds are some of the major Cause of the problem of the milk industry at large. Introduction of crossbreed cattle, improving feeding and management practice could bring remarkable positive impact in the future prospect of the sub sector.  

Sebeta Agro-Industry (Milk Processing private company) mentions the following as the problems in its business activity:

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

· Lack of chilling and cooling centre at potential milk producing and supply area is non-existence.

· Milk suppliers need to have technical support and milk collection centres are not with enough capacity and safety. 

· Milk collecting utensils and buckets used for up lifting the whole milk from the supply centres, where many smallholders are doing their sells, are not enough to collect and keep the quality of milk arriving to the collection centres of the company.

According to Sebeta agro industry the core problem of this value chain is shortage of raw milk supply, access to reach the raw milk and method and means of milk collection. Lack of infrastructures that reaches the rural community has limited the production of milk to be at a reduced scale. Even if farmers have the capacity to produce more milk than they are doing today, they are not encouraged to make effort on milk production they can not sell. On top of inconvenient infrastructures the milk collection centres are not at the level of what they should be and needs special attention at different cites. 

On the other hand farmers are complaining on the insufficient market in and around Addis Ababa. Selele dairy farmers’ cooperative union with 14 primary cooperatives in five woredas with over 30 years of milk business experience organized as business oriented union since 2000, but still has basic problem of marketing. The problem is raw milk access to market and the union cannot sell the amount of milk it can collect from members of the union. The daily milk supply to Sebeta agro industry is limited to a level of 6000 litres, where as the potential is much more than this figure. According to the union manager there is a capacity twice as much as the daily raw milk supply of today. Last year the annual raw milk sells was 1,519,487 litres. The price range is 1.40 to 2.00 Birr per litre. The lowest price is always during the Coptic Christian fasting period. Excess milk is the critical problem of the union and is searching for market. 

Adaa Liben milk producers’ cooperative is eight years old with 800 members in town and 10 km radius around the town of Debrezeit with ten milk collection centres supplies 8,000 litres per day. It has its own veterinary unit and artificial insemination (AI) service for its members. The cooperative do not have problem to reach its customers every day and working with good business relation ship with Shola and Lema milk processing plants located in Addis Ababa and Debrezeit respectively. The business linkage with Sebeta agro industry is detached since last year because of supply volume disagreement. The cooperative is working to have its own milk processing unit at Debrezeit and hopping to complete the construction and erecting of the plant with in three months. 

The other market problem in milk and milk product value chain is the business period. The annual Coptic Christian fasting period takes 66% of the year only the rest 44% of the annual time period is suitable for the milk business. During the slack periods converting the raw milk to butter or cheese might be an option but doesn’t help much in making profit and every body will be forced to cool dawn the business. In the fasting months of the Coptic Christians the excess milk that cannot reach the market or cannot be collected by Sebeta agro industry from the existing Selale cooperative union is even more. 

The controversy between the actors of this value chain is a challenge and they should able to work together for their benefit and wisely exploit the available market. This project should work out and find the means that can bring the actors to work together and create win-win situation. There is loose business linkage between raw milk suppliers and Sebeta agro industry. Instead of working for mutual interest there is threat between the two parties. This is the market challenge and the most critical issue behind the supply of raw milk and BOAM should work out some thing that can bring positive changes in the business. The following might help to settle some of the problems mentioned by partners involved in the business.
· Utensils to carry raw milk to the collection centres

Milk suppliers lack to have safe and clean utensils to bring clean milk to the collection centres. Limited milk collection centres of Sebeta agro industry around Addis Ababa could not reach the smallholders to get enough milk supply. Creating favourable condition at least for milk collection from individual farmers or Cooperatives can settle raw milk supply shortage. This could be through creating linkages between the farmers and milk collectors or between the farmers and agro industry. 

· Collection centres with cooling facilities

Establishing milk collection centres at possible milk potential sites is one of the means to increase the volume of milk supply. Introduction of means of transport of raw milk from villages to collection centres helps to keep the quality of milk and encourage farmers to supply their milk at farm gate price in a sustainable manner and make them to change the attitude of self-sufficiency to market oriented personality.

· Creating win - win situation between suppliers and processors
Stake holders in the milk value chain should believe in business linkages and working together for mutual benefit. One partner should not be a threat for the other and should not run to work every thing by itself, instead should create win-win situation.
4.1.4 Potential Intervention Point

In Oromia and SNNP regions except farmers and small scale dairy farms there is no private investor both in production and processing of milk and milk products. Sebeta agro industry is the biggest private company involved in modern milk industry business in Addis Ababa sourcing farmers in Oromia as suppliers of raw milk. The low level of raw milk supply is critical for the company and at the same time many farmers cannot use the raw milk market opportunity. Therefore the objective of the value chain intervention should focus on resolving the gap that can bring mutual benefits for raw milk suppliers and the company.

Possible interventions on the supply side could be strengthening of raw milk supply, improving milk collection centres, feed security, logistics and breed improvement.  In the processing chain quality improvement, business linkages, training, and technology transfer are important activities to be considered. The value chain diagram indicated the intervention points marked with 8-point stars.

Raw milk supply has three possible sources the owner dairy farm, small farmers and milk collectors. The collected raw milk is transported to the processing centre and used as main raw material to end up to pasteurized milk and other milk products through various technological processes. In this value chain four intervention points are mapped the most critical and applicable can be finalised and get into plan of action. The possible intervention points are:
1. Improving source of milk and get sustainable clean milk supply

2. Supporting possible sources of raw milk such as small farmers who can able to work on through training and organization

3. Introduce milk collection centres with the necessary facilities that can help to increase the volume of milk supply

4. Improve the packing technology and quality of finished product during processing
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4.1.5 Objective of Strategic Interventions

The critical interventions in improving the diary value chain are focusing at boosting the raw milk supply to higher levels and create a sustainable flow of milk for processing. Rising milk supply is required in terms of:

· Constant year-round supply,

· Rising daily supply volumes from commercial farms and small holdings

· Constant to rising average quality in terms of rising fat content and reduction of impurities.

 For the time being the program will focus at farmers within the radius of 100 km from the next creamery. Dominant target areas are going to be villages around Addis Ababa in Oromia region.

Due to the perishability of the product the tight coordination between the members of the chain is going to be a crucial aspect. In practical terms, the creamery has to guarantee the year-round collection of the milk at morning hours and the involved farmers have to guarantee that there is sufficient milk supply for a viable collection system.  This sounds to be familiar. But what is going to be challenge? The rising number of small scale supplier with two to three milk cows and rising collection efforts are going to create the real challenge. (e.g.: what to do with the evening milk?)  

4.1.6 Result Indicators

· Raw milk supply will increase by 25% during the pilot phase intervention plan.

4.1.7 Impact Hypothesis

· The result of increased volume of raw Milk supply would be the main success story of this chain consequently the rural community can get the market to sell their milk which could be additional income source for small farmers. An increase of raw milk supply can bring increase in volume of work and sells.

· Customers market will have sufficient pasteurized milk supply.

· Improve quality of milk and milk products of the processing company.
· Business linkages between the farmers and the company are the base to proceed as good partnership and able the two parties to work for common interest. 
4.1.8 Activities of Intervention 
1. Facilitate the expansion of milk collection centres.

2. Support the means of getting cooling facilities for the collection centres.

3. Improve the way and the means of good quality raw milk collections.
In order to achieve result the intervention program should act on the following
Micro Level Interventions:

· Improving milk packages

· Bacteriological laboratory for quality control
· Implementing HACCP application in creameries,
· Stainless steel equipment producer to be trained

· Setting-up of zero grazing units

Meso Level Interventions:
· Artificial Insemination (AI) service can help to improve the milk capacity indigenous livestock of the rural farm community.

· Training farmers on dairy management practice can bring change in the business operations.

· Strengthening milk collection centres with the necessary facilities.

· Buckets for milk collection from villages

· Organizing milk suppliers marketing coops

· Setting up of agreements about targets (quantities, payments and qualities)

· Setting-up of a quality assurance system for the entire chain,

· Opening up new collection areas, collection points and collection system

· Introduction of local processing for non-collected milk

· Promotion of milk producer and marketing associations 

Macro Level Interventions:
· Maintaining an information base about suitable genetic material and the availability,

· Conduct applied research on green-land management and fodder crops

· Implement rules on grazing restrictions

· Setting-up control measures for sales of untreated milk

· Starting control measures of and monitor pandemic animal diseases in target areas

4.2 Oil Crops Production and Edible Oil Processing 
4.2.1 Oil seeds production and marketing:

Oilseeds are important agricultural commodities widely grown in Ethiopia. Major oilseeds are sesame seed, groundnuts, soy beans (partly used for oil extraction), rapeseed, Gomenzer, Noug or Niger seeds, linseed, sunflower, cottonseed and others. Oil seeds are partly used for domestic oil extraction and partly exported to international markets for animal feeds and oil extraction. Most of the sesame production is for export to Middle East countries. The by-product of oil extraction (oil cake) is sold as animal feed. 

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 are exported. According to ITC statistics the exports of oilseeds from Ethiopia is expanding and total exports are performing better in the 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 %.   

In the past four years the export earnings from oil crops ranges between 32 and 90 million USD. The average annual price per ton was between 436 and 829 USD.

	Year (EC)
	Ethiopian Oil Seeds Export Earning
	Annual average price/ton (USD)

	
	Quantity (ton)
	Value(000 USD)
	

	1993
	54,764
	32,234
	        589 

	1994
	85,441
	37,281
	        436 

	1995
	83,000
	46,100
	        555 

	1996
	109,733
	90,975
	        829 



Source: EEPA and authors calculation

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 CIDR there are approximate 130 registered oil extraction companies of which are registered micro-companies. The number of big oil extraction companies operating in a large scale is not significant. By number micro-enterprises in oil extraction are of importance as rural enterprises. Many of these enterprises are using simple technologies. But there are many international examples that even on village level simple technologies can be improved towards improved oil extraction and value creation.  
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 with oil coming into the country through food aid. The introduction of VAT, back ward technology of filtering and extracting residuals, packaging and impurities of intake as traders are regularly mixing and supplying inferior qualities are contributing against oil extractors.

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.

As shown in diagram 1 marketing of oil seed provide several options and by the time of harvest it remains unclear where the product will end up. High international prices for oil seeds might be a problem for local oil extraction companies, but at the same time the unprocessed product reaches the international market. All interventions into oil crops have to adopt these alternatives and need to include these aspects into the strategic interventions

4.2.2 Problem
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4.2.3 Cause of the problem
Because of the low productivity of the oilseeds farmers do not grow oil crops as cash crop and the supply to the market is limited. The short supply has created adulteration and mixing with inert materials. Unsustainable poor quality oil seed supply with too much impurity needs more labour cost for cleaning and oil mills are not comfortable to give attractive prices, and farmers are not growing the crop as main crop. 
The technology of the oil mill cannot make complete extraction of oil some portion of the edible oil is disposed with the oil cake. The oil cake is with 3% oil content which is not comfortable for animal feed and a loss for the company. Oil filtration process needs efficient technology and quality of work at this point of activity seems unhealthy. There is no bottling of the edible oil with standard packing materials except collecting with big metal tankers.  No technology that helps to check standard and quality inspection in the process. 
4.2.4 Potential Intervention Point

The oil crop exporters association and the women business association plus several agro-investors showed strong interests in the promotion of oil seed crops. The commodity group of oil crops are offering very promising development potentials both in cultivation and extraction. Improvement at production level of oil crops has the linkage that determines the quality of oil in the milling process. Intervention by focusing either in cultivation or extraction doesn’t help much the program should cover the process from the farm to the oil extraction process. However the oil crops should be specified to one or two otherwise interventions in all types of oil crops cultural practice and in every corresponding oil extraction techniques might be difficult to handle. Because of the agro ecological requirement difference and the nature of the crops it is not possible to cultivate all types of oil seeds at a given locality or blend them together for processing. Each oil crop has its own oil character and the extraction technological differences don’t allow making every thing with a single oil mill company. On the other hand the oil mills have their own speciality and focus on specific oil crops.
For oil crop business as export commodity and raw material for edible oil extraction various development options are listed here under for a choice.

· Contract farming with processors

· Contract farming for exporters

· Developing of eco-certified production for e.g.: sesame and Niger seed

· Improvement of processing technology and product handling at a) village levels, b) micro enterprises and  c) industrial levels

· Improving the purity of oil seed supplies to oil mills

· Improving the quality of oil in the extraction and purification process

· Improvement in single commodities especially peanut and sunflower

· On-farm productivity improvement

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. Hence the following are recommended.
1. Introduction of improved oil seeds to the farmers

2. Quality improvement techniques in oil extraction and filtration process

3. Introducing packing of edible oil with small and suitable hygienic packages
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 4.2.5 Objective of Strategic Intervention
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4.2.6 Result Indicators

· Raw milk supply will increase by 25% during the pilot phase intervention plan.

4.2.7 Impact Hypothesis
· Expansion of oil seed production

· Sustainable quality of oil seed supply

· Increase farmers income capacity

· Improve edible oil quality
· Improve oil extraction efficiency

· Reduce lose of oil with oil cake by-product

· Increase edible oil production volume and sells
4.2.8 Activities of Intervention
1. Improved oil seed supply for farmers

2. Establishing business linkages with oil seed suppliers

3. Quality improvement support in oil extraction and filtration process

4. Introduce oil filling and packaging technology

At micro level:
· Farm management training,

· Improvement of medium sized oil mills

· Improvement of village oil mills

· Access to finance for wholesalers and traders

At meso level:
· Formation of producer groups 

· Development concept of contract farming

· Linking farmer’s groups with processors

· Cooperation with rural micro mills

· Cooperation with exporters’ association

· Information system about availability of oil seeds

At macro level:
· Support and training via Ethiopian Quality Authority in food standards

· Technical support via Ethiopian Quality Authority in analytics of oils

· Cooperation with national activities in oil crops

· Development of non-food oil crops

4.3 Honey and Beeswax
4.3.1 Honey and beeswax in Ethiopia

Beekeeping is a traditional important off farm activity to harvest honey for many rural people in Ethiopia. Honey is sweet, thick, supersaturated sugar solution manufactured by bees to feed their larvae and for subsistence in winter. Bee honey is composed of fructose, glucose, and water, in varying proportions; it also contains several enzymes and oils. Honey has a fuel value of about 3307 cal/kg. It is a small scale, rural agricultural industry, used as a source of cash income for peasant farmers. Ethiopia is the World’s 10th biggest honey producer and the 4th largest beeswax producer after China, Mexico and Turkey. Owing to its varied ecological and climatic conditions, Ethiopia is home to some of the most diverse flora and fauna in Africa, making it highly suitable for sustaining a large number of bee colonies. Ethiopia reportedly has the largest Bee population in Africa with over 10 million bee colonies, out of which about 7.5 million are confined in hives and the remaining exist in the forest. 

Productivities of honeybees are very low and average of 5-6 kg of honey could be cropped per hive per year, while from the improved one average of 15-20 kg is possible. Honey and beeswax are collected after the rainy season starts in October and extends until December. In the South and Eastern parts, there is minor harvesting period in May-June. The major honey and beeswax producing regions in Ethiopia are Oromia (about 46%), S.N.N.P.R (31%) and Tigray (5%). However, the country is suffering from the ecological deterioration of it natural resources and this means the basis for any honey production is threatened.  

According to International Trade Centre (ITC) 1986, total estimate of honey production for Ethiopia ranges from 21,480– 23,700 tones per annum between the years 1984-1994. This contributed 23.58% to total African honey production and 2.13% to total world production in 1976-1983. The current honey production is estimated at 24,600 tones per year. The estimate is based on 65% and 75% occupational efficiency of 7.5 million traditional and 20 thousand framed improved hives respectively. Honey is almost exclusively used (80% of it) to satisfy local demand; production of “Tej” alcoholic mead consumed locally. The honey produce is so crude that it will not compete in the international market. However, an average of 3000 tones per annum has been exported to neighbouring countries over the years 1984-94 (ITC, 2003).

Ethiopia is the 5th biggest wax exporters to the world market. The annual production of wax is estimated at 3200 tones, without considering beeswax wasted in the remote areas. Beeswax is a valuable hive product obtained from honeybees. It is a by-product of the honey production. Beeswax is largely collected from traditional hives rather than the modern hives, which are presently promoted by the Ministry of Agriculture and several NGOs. The wax yield from traditional hives is 8-10% of the honey yield, compared to 0.5-2 % from modern hives. The bulk of the supply of beeswax is obtained as residual from “Tej” production, a mild alcoholic beverage popular throughout Ethiopia. 

According to ITC, report, export of beeswax have had difficult times in the last 5 years, showing an average growth rate of 1 % and even negative in period of 1999-2002. However, exports of beeswax from Ethiopia have increased spectacularly and reached 402 tones of beeswax (1.2% share in world market), destined to different countries (USA, Japan, Greece, Great Britain and Netherlands etc.), generating USD 936 in 2003 (CBI, Nov, 2004 and ITC, 2003).

There are 16 companies registered as exporters of beeswax in the country. However, except four, many of these are not active. The lack of supply is mentioned as one of the reason for many of them to remain inactive, not the absence of an international market. Three of the 16 are reported to be principal exporters, of which Ghion Industrial and Commercial PLC is the largest followed by Baobed PLC and BWAP Export PLC respectively. The former represented about 50% of the beeswax export of the country in 2003. 

 In the past four years the exported volume of beeswax and the foreign earning is enumerated in the table below. The annual beeswax sells quantity ranges from 207 tons and 525 tons has given a corresponding sells value of half a million USD and 1.4 million USD. The annual average sells per ton do not show too much inconsistency a change in volume of supply did not reduce the average earnings per ton.

Export earning from Beeswax (1993-96 E.C)

	Year (E.C)
	Quantity (ton)
	Value 

(Thousand USD)
	Average price per ton (USD

	1993
	311
	870
	      2,797 

	1994
	285
	703
	      2,467 

	1995
	207
	500
	      2,415 

	1996
	525
	1,389
	      2,646 


Source: Ethiopian Customs Authority and author’s calculation
4.3.2 Problem
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4.3.3 Cause of the problem
The major Cause of the problem that affect apiculture in Ethiopia are lack of beekeeping knowledge, shortage of trained manpower, shortage of beekeeping equipment, pests and predators, fires, pesticide threat and inadequate research works to support development programs. The cultural beehives are not comfortable for sanitation and high level of production. Farmers are only using the sells of the honey and do no consider wax as means of income in their business. They don’t use proper harvesting of honey and do not have honey and wax separator. The moisture content of the product is beyond the standard range and critical for the business. Farmers fail to supply honey with standard moisture content and needs improvement. The limitations of apiculture know how especially the method of harvest and lack of proper apiary tools are causing the honey to be with high moisture content. The volume of production is very small and needs routine collection from fragmented small scale production.

4.3.4 Potential Intervention Points

1. Introduction of modern beehives and trainings on apiculture farming

2. Supporting and demonstrating practical apicultural tools for small holders

3. Establish linkages between apiculture farmers and private business capable to transfer technologies appropriate to farmers and work for common benefit.

[image: image17]


[image: image18]


[image: image19]


[image: image20]


[image: image21]


[image: image22]
4.3.5 Objective of Strategic Intervention
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The objective of the intervention focuses on the commercialisation of apiculture and the creation of cash income out of non-farming activities. The entry point will be determined by the involved marketing companies.
1. Introduction of modern beehives and trainings on apiculture farming

2. Supporting and demonstrating practical apicultural tools for small holders

3. Establish linkages between apiculture farmers and private business capable to transfer technologies appropriate to farmers and work for common benefit
4. Development of organic lines

5. Development and proMTIon of non-honey products 

6. Management of quality in the supply chain and exclusion of impurities 

4.3.6 Result Indicators 

· The moisture content of honey will be improved to the level of16 to 18%.
4.3.7 Impact Hypothesis
· Improve traditional honey harvest and increase honey supply and quality

· Increase farmers’ income and create business linkages

· Technology transfer and learning process between farmers and the business company
4.3.8 Activities of Intervention
1. Educate farmers on apiary culture.

2. Get supplies of apiary tools and demonstrate how to use them.

3. Facilitate the creation of honey collection centres and modernize extraction  technology 
At micro level:
· Introduce modern beehives 

· Trainings on apiculture farming

· Support working tools of apiculture

· Technical equipment for processing

· Training in quality management

· Marketing support

At meso level:
· Linking exporter and wholesalers to producer groups

· Introduction of organic certification to supply chain and cooperation with organic coffee exporters

· Setting-up of an information network

· Management of quality in the supply chain and exclusion of impurities 

· Establish business development service between honey and wax suppliers and private company
At macro level:
· Via Ethiopian Quality Authority setting up quality testing facilities especially for organic products,

· via Ministry of Agriculture provide service in disease management for bee population,

· proMTIon of apiculture as part of environmental improvement

4.4 Pineapple Fruit Production and Processing
4.4.1 Short description about fruit in Ethiopia:

In the context of increasing the high value production of agricultural commodities fruit tree and perennial crops play an important role. This commodity group includes tropical nuts, fruit trees, grapes, bananas, pineapple, papaya, passion fruits, apples and others.

Tropical fruit trees like mango, avocado and the like are not well known and considered as diet by most Ethiopians however because of the expansion of state farms in the command economy and the prevailing expansion of private investors in different regions of the country has contributed a lot on the introduction of fruits as a business. Otherwise areas suitable for growing trees are idle even near riverbanks where there is ample water supply for growth. 

Because of the high establishment cost, knowledge limitations of food technology and market information smallholders are not practicing other fruit tree except banana. However, introducing know how either through demonstration or teaching can bring remarkable impact. 

The bulk of citrus production is still confined to state farms, which were established more than 20 years ago and the orchards are running up to the end of the production cycle. Since no significant replacement has been carried out during recent years a further decline of production from the state farm is almost certain.

Mangoes are still harvested from scattered production and the fruit quality is inferior and unfit for further processing. Fruit processing companies (medium to small size) do not exist due to the unavailability of planting material.

In the Chencha high land of SNNP region there is local apple with good performance of fruiting and farmers are accustomed to grow the fruit for decades and established good market. In the past few years high land apple fruits are well recognized by small holders and seedlings were imported from Spain and today about 20,000 apple trees are growing in the country and the market is attractive. At present there is no fear about the market of apple it is functioning well and additional 70,000 apple tree seedlings are ordered by Oromia for further expansion. In fact the prevailing market price for apple fruit and apple seedlings is attractive and the fruit is more than 20 EB per kilo while the price of an apple seedling is 30 to 35 EB.

The fruit market is growing fine even import of some fruits has started due to the growing demand. Few private investors are involved in the expansion of banana, oranges, mangos, pineapples and others for local market. State enterprises like Upper Awash Agro Industrial Share Company and Etfruit have been doing better on production and marketing of fruit business in the country and still working on expansion and distribution of fruits and supply of grafted fruit seedlings. However, fruit supply in the country is running on very low levels with emphasis on banana, oranges, lemons, mangoes, avocado, and recently apples. 

Due to unsustainable supply of Pineapple fruit a company working on Pineapple drying at Nazareth can not process as much as the capacity of the plant. The fruit and Vegetable processing plant which is planned to be established at Ziway is forced to have its own Pineapple farm at Gojeb as source of raw material. The quality of Pine apple fruit and the volume of production doesn’t help to work what the companies are intending to do. Introduction of Pineapple planting materials and working on extension support to the farmers may help to improve the supply of pine apple. 

There are many reasons leading to the present unsatisfying Pineapple supply situation. The eating habit of the community and the purchasing power of the society together with high establishment cost of fruit trees and poor infrastructure could not encouraged farmers to work on Pineapple. Fresh and organic Pineapple and dried Pineapple slice has got attractive market in EU countries but the low level of production doesn’t let the business to proceed as expected. 

4.4.2 Problem
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Basically all investors in fruit production are suffering from the unavailability of international competitive planting material. The case of pineapple might be chosen as a good example. Here international standard material (from Central America,) need to be imported and stepwise multiplied. The importation of elite material via research station and screening of suitable varieties, need to be ruled out, since it is extremely time consuming and other faster commercially proven concepts are available and have to be applied. Internationally accepted fast track improvements need to be applied to kick-start the sector.

4.4.3 Cause of the Problem

Most of the exiting local variety cultivation is rainfed and not enough to serve as raw material source for any large scale pineapple processing. The crop is seasonal and small quantity. Fresh organic pine apple export is going on in a very limited level and not successful in getting enough supplies from the farmers. 
The planting materials of pineapples are mixed and do not produce uniform fruit size. The cultural practice of the crop and the post harvest handling and transport handling is not at satisfactory level and needs extension support. The packing is rudimentary not yet developed as it should be even for local markets.

4.4.4 Potential Intervention Points

· Introduce new variety of pineapple suitable for drying process.
· Training and extension support on pineapple cultivation and post harvest handling.
· Establish linkages between the pineapple growing farmers and the processing plant
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4.4.5 Objective of Strategic Intervention
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Interviewed commercial companies complain about the unavailability of planting materials in terms of quantities and qualities. At the same time the domestic fresh and processed market offers business opportunities for many to work in production and trade activities. In addition to this introduction of fruit eating habits can contribute in improving the diet of the rural community. There fore the objective of this value chain is to improve the planting material of pineapple and create sustainable and uniform fruit size supply for processing.

4.4.6 Result Indicator

· Increase the supply of pineapple fruit by 30% in the pilot phase of the intervention plan.

4.4.7 Impact Hypothesis

· Sustainable supply of pineapple for processing

· Volume of pineapple production will increase and extra income could be possible for farmers and the family labour will be encouraged and engage to work on as cash crop
· Increase export earning and volume of sells

· Job creation for rural community.
4.4.8 Activities of Intervention
· Introduce proper variety of pineapple for processing

· Training farmers on cultural practice and post harvest techniques of Pineapple fruit

· Establish linkages between the farmers and the processing plant

Micro Level:
· Contact to planting material supplier

· Training in production technology

· Access to eco- certification for production and processing

· Organising multiplication of planting material

Meso Level:
· Stepwise introduction and expansion of eco-label for producer and processors including certification process

· Introduction of out-grower or contract-farming arrangements

· Vertical cooperation with international buyers

· Vertical cooperation with wholesalers

· Establish linkages between the farmers and the processing plant
· Setting up of commercial regional nurseries for fruit seedlings
Macro Level:
· Initiating the legal prerequisites for eco-certified production

· Reduce formal and informal barriers for the importation of certified planting material 

· Support scientific screening of performance of new planting material

	Value Chains
	Critical bottle necks as observed by program partners
	Observed constraints
	Objective
	Indicators
	Intervention Points
	Activities

	1.  Milk and Milk Product
	Insufficient raw milk supply for milk processing plant
	Lack of milk collection centres and cooling facilities.
Stakeholders do not have strong business linkages.
	Create the situation to increase the volume of raw milk supply to processing plant
	Raw milk supply will increase by 25% during the pilot phase intervention plan.


	Milk collection method and collection centres are improved
	Facilitate the expansion of milk collection centres.

Support the means of getting cooling facilities for the collection centres.

Improve the way and the means of good quality raw milk collections.

	2. Edible oil 


	Un clean and low level supply of oil crops to the oil mills.

Back ward technology and poor quality of work in oil extraction are causes for lose of oil with the oil cake, filtration and bottling techniques
	Oil crops are supplied with impurities up to 10%.

Oil extraction technology is back ward and doesn’t extract the total oil content from the oil crop.

There is 3% lose of oil with the oil cake.


	Introduce oil seed crops planting material.

Improve the oil extraction and filtration and bottling technology.
	Improved oil seed impurity level from 10% to 2% during the pilot phase.

Improve the oil extraction technology and reduce lose of edible oil wasted with the oil cake from 3% to 1%. 


	Improved oil seed is used.

Quality of work in processing & bottling is improved.
	Facilitate sources and means of getting improved oil seed crops.

Facilitate change of technology in oil extraction.



	3. Honey and beeswax

	High moisture content of honey has hindered the export potential.


	Back ward apiary practice.
	Improve the quality of work in apiculture business and reduce the moisture level as low as 16% in the first year of intervention
	The moisture content of honey will be improved to the level of16 to 18%.


	Bee keeping practice, honey harvest and extraction process are improved.


	Educate farmers on apiary culture.

Get supplies of apiary tools and demonstrate how to use them.

Facilitate the creation of honey collection centres and modernize extraction technology.



	4. Pineapple Fruit 

	Supply of pineapple fruit for processing is unsustainable and seasonal.

The pineapple fruit size is not uniform.


	Poor quality planting material and lack of cultivation know how on pineapple.
	Introduce good quality pineapple variety for processing and increase the pineapple fruit supply by 30% in the first year of intervention plan.


	Increase the supply of pineapple fruit by 30% in the pilot phase of the intervention plan.


	New variety of good quality pineapple planting materials is introduced.

Extension service on cultural practice and post harvest handling is given.


	Facilitate how to get quality pineapple planting material.

Train out growers on the good agricultural practice of Pineapple and post harvest handling practice


5. Action Plan Matrix for the four Value Chains in Oromia and SNNP Regions (Problems, Cause of the problem, Objectives, Intervention points and Activities)

6. Reserve Value Chains for Implementation
6.1 Vegetable Processing
6.1.1 Introduction on Vegetable Business
This report deals with the value chain analysis of vegetable specially tomato for processing which starts from raising seedlings then growing and harvesting for processing and end up on the sells and distribution of the processed product to the ultimate consumers. 

Tomato is the most common vegetable and therefore chosen as the practical example. Most vegetables are cultivated as an annual crop in most of the low land regions of the country and are a valuable source of food minerals and vitamins, particularly vitamins A and C. The numerous tomato varieties differ greatly in plant form and fruit type ranging from a small currant size through cherry, plum, and pear forms to the large, nearly round fruits, 10 cm or more in diameter, which are the most widely grown. 

Vegetable has the major share of horticulture production and is mainly rainfed, even in areas where irrigation is possible. As a result the supply is very irregular some times even either difficult or not possible to find some of the crops in the market. Still the major producers of the country are small holders and large-scale commercial production is not yet satisfactorily started. 

There is no sufficient supply of vegetable through out the year. A lot should be done in the field of fresh vegetable production, handling and marketing with modern techniques. The concept of timely series production, post harvest handling and marketing techniques should be introduced to the farmers so as they have to get use of it and the cultivation should go beyond self sufficiency and must be market oriented business.

Vegetables are not well taken as major crops and even the data for this category of crop is neglected but every farmer cultivate vegetable using family labour in some areas even came to be major cash crop of small holders. Absences of irrigation, weak extension services, lack of good farm management practice and market access, are the basic vegetable farmers’ constraints. At the same time weak market linkages with traders and very limited knowledge about the function and reaction of markets add to the fairly poor performance of vegetable growers and traders. Although state farms are still involved in primary production, private commercial farms have or are about to take over the business. Improve the level of production at small holders through integrated management practice and improved planting materials of high productivity in terms of quantity and quality might result to better income for any participant in the chain.

Despite the fact that individual farming operations are conducting growing trials on their own plots, there has been very little formal and organized vegetable crop research. However, there are a number of complex production and technical constraints that limit the sub sector’s expansion, and need to be addressed. These include low genetic potential, absence of quality selection to overcome the lack of high-yielding and high-quality cultivars, inappropriate management techniques, inappropriate disease and insect pest control measures, lack of quality seed supply and post-harvest technology, alongside the absence of trained manpower and marketing problems. Overcoming some of these will be important in raising vegetable production as income source of the rural poor.
Except tomato vegetable processing is not accustomed by Ethiopian society. Tomato paste has been there for decades and still the business in the local market is not attractive due to the slow sales and small sales volumes. The eating habit of the community is focused on fresh vegetables and processed vegetables (e.g. tomato ketchup) are often imported for large consumers (e.g.: hotels)

Roma VF tomato that has been introduced as processing variety with the establishment of Merti fruit and vegetable processing plant has been utilized so long and it is used more as table tomato instead of processing. There is no much difference between table and processed vegetable species in the market. Consumers are using the processed variety as a table and farmers can either supply to the plant or sell it to the consumer.    

Most of the processed vegetables are imported, state-owned Merti factory and privately owned Melge Wondo factory are limited to produce tomato paste, tomato juice, peeled and unpeeled tomato, for domestic market. Triple concentrate was the only tomato product that has been experienced as export commodity to the former German Democratic Republic by the former Horticulture Development Corporation. Otherwise the major traditional export business on tomato is in fresh and mainly to Djibouti market. 

Without ignoring the traditional commodities the government encouragement towards export-oriented business has attracted many to get involved in potential export commodities. Tomato is one of the potentials that have comparative advantage for Ethiopian export and entrepreneurs are interested to get into vegetable processing business for export. Segel farm, presently involved in fresh vegetable production wants to invest on vegetable processing and has got the land and investment licence to establish new fruit and vegetable processing plant at Ziway, where many small holders are accustomed to cultivate tomato. The processing plant is planned to include tomato triple concentrate as a major commodity to be packed in barrels for export to Middle East market. Pineapple and other tropical fruit juice are additional products. 

Other processors have started drying tomatoes using almost zero additives. These dried products enjoy growing popularity on international markets. Sooner or later processors will look in offering convenience products e.g.: fresh vegetables juices or frozen food items.  

6.1.2 Problem
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6.1.3 Constraints

· Market and Marketing of Tomato

Segel Trading Company which is in process to invest on fruit and vegetable processing plant at Ziway has mentioned the following as constraints.

· Sustainable and reliable linkage between out growers and the farm is critical. Collection and Cooling facilities including pre cooling, pack house and trucks with cooling facilities to collect vegetables from out Growers.
· Hence, providing necessary support including different inputs, trainings and demonstrative farming are all provided by the farm to create strong linkage. However, there is lack of trust and reliability on out growers, due to the fact that out growers divert and sold the expected product to the market creating supply gap on company’s planned delivery. The Organization required legal and regular intervention to arbitrate out growers’ violation against supply agreement. Government must provide support on this aspect.

· Short period land lease policy system (15 years) is one of the limiting factors discouraging the company not to expand perennial crop farming. How ever, it has planned to buy its own Pineapple farm and establish out growers at Gojeb.

· Appropriate processing technology for vegetable and fruit processing plant planned to be established at Ziway town. Potential out growers within 100 km around the out reach of the plant are expected to be major suppliers for tomato. The processing plant is designed to include the following products:

· Tomato triple concentrate

· Pineapple dried slice

· Mango Juice or other fruit juice

On the other hand because of market problem farmers are discouraged to cultivate tomato for business. It’s perish ability does not allow them to stock. The yield of tomato is too much to handle as a stock or dispose in small markets. Tomato needs special packing and storage facility which is not affordable by small holders. At the same time consumers cannot buy and stock fresh tomato and needs to buy the daily requirement of their family which is very small. Hence farmers cannot easily dispose their tomato to consumers market and get expected sells. The nature of tomato business demands pre planned linkages between time of cultivation, harvesting, and fresh consumption, processing or marketing. To succeed in tomato business establishing strong linkages between seller and buyer is a pre requisite.  

The expansion of processing plants could help to get market opportunity for out- growers. The yield is very high and farmers could get more income from smaller area of their garden plot. In areas where potential out growers are concentrated around Ziway where Segal Farm has established business relation ship with many small farmers can bring significant change both in production, processing and marketing of vegetables. And supporting such potential areas where most of the groundwork and the readiness is there sooner or later can gear to large-scale tomato cultivation and processing of triple concentrates.

6.1.4 Potential Intervention Point

The main strategic point of interventions will start from creating contractual agreements between out growers and the company. Improving the processing performance and the product development should be targeted towards improving final sales. Financial services for farmers could enable them to have the necessary farming facilities for growing the crop. Farmers should get training support from the company. Tractor ploughing service for the farmers is important for proper land preparation and make uniform and on time land preparation which is the base of good productivity and scheduled harvest to feed the plant.
The following intervention points are proposed for further discussion and common understanding for application through participatory approach with stakeholders.

1. Support the setting up of processing companies and improve performance

2. Contractual arrangement between processors and producers

3. community development in target areas

4. Farm input supply and technical trainings

5. Credit facility for water pumps, and 

6. Tractor rental service for out growers timely land preparation.
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6.1.5 Objective of Strategic Intervention
The strategic interventions in improving the value chain VEGETABLE PROCESSING” is going to expand the business of existing agro-processors and will support the establishment of newly planned enterprises. These enterprises will provide new and growing market outlets for vegetable farmers, additional jobs in the processing plant,  promote the establishment of agro industries near raw material source (in rural areas),

Develop new products to supply national and international markets and to compete against international food imports. 
6.1.6 Impact Hypothesis

Such products are helpful to link the farmers with potential market and change the attitude of subsistence farming to market oriented activities. The market availability helps to concentrate on production and avoid market constraint and reduce middlemen substantial share in the business activities. Establishing such business linkage has the following positive impacts. 

· Create market for out growers who have been suffering of market problems.

· The opportunity helps to increase household income of the farm community.

· The processing plant could have sufficient and sustainable raw material supply to work on its business with out constraint of raw tomato.

· Company sells will increase and make higher profit and plan for the better future.

· Create job opportunity for the local community

6.1.7 Result Indicators

· Volume of raw tomato supply could be sufficient enough to utilize the capacity of the processing plant and satisfactory volume of triple concentrate can be processed for export market.
· Number of tomato supplying farmers could increase and business mentality of the farm community will develop.
· Sells volume could eventually grow in the supply and demand side of the chain.
· Foreign earning

· Performance Indicators

Fifty percent of the raw material requirement for triple tomato concentrate would be supplied by out growers. This can make the plant to work at full capacity and initiate to work for more export earnings.

· Process Indicators
Many farmers could have market opportunity and able to cultivate tomato as cash crop using their family labour. The business linkage will be their income source both in supply of raw tomato and job opportunity to every householder.
6.1.8 Activities of Intervention 

At micro level:
· Support the setting-up of processing entities

· Strengthen the product development of the processing companies

· Farm input supply on credit basis

· Technical trainings on tomato cultivation and handling

· Organise long term credit facility for water pumps and irrigation equipment

· Initiate ploughing service

· Reach cooperation with water providers

At meso level:
· Organise and mange production and marketing arrangements between interested industries and group of farmers,

· Mobilise communities to support production and marketing arrangements

· Link farmers to processing facilities and final buyers

· Organise and manage arrangements with input suppliers

· Establish a reliable and transparent payment system
· Organise group finance for producer groups
At macro level:

· Solve the issue of VAT for agro-industries buying raw-material of farmers,

· Allow the importation of modern seeds,

· Support the organised water use

· Support modern food inspection and laboratory services 

· Improve feeder roads in target areas
6.2 Spice Production and Trade 

6.2.1 Spice and Spice Trade in Ethiopia

Spices are aromatic flavorings made from parts of plants. The term spice is usually applied to pungent plant products, especially plants native to tropical Asia and the Moluccas, or Spice Islands, of Indonesia. It frequently also includes herbs, which are the fragrant leaves of herbaceous plants, many of which are native to temperate regions. With few exceptions, the spices and herbs known today were being used early in human history. Spice trade with the Orient was flourishing well before the advent of Christianity. The discovery of many spices probably predates the earliest civilizations, when primitive humans were attracted to the aromatic effects produced by what are now called essential oils, which are found in various plant parts. Interestingly, many of the same oils that attracted humans evolved in nature as toxins or repellents against animals; the leaves of the mint plant and the bark of the cinnamon tree, for example, evolved as protection against grass-eating ungulates and bark-boring insects. Besides their long use in preserving foods and enhancing food flavor, spices and herbs played important, sometimes magical, roles in medicine. Before the advent of industrially prepared medicines, herbal remedies were commonly prescribed and were often effective, as some practitioners are now rediscovering. Most of the spice plants are uncommon and their naming even is not similar in different regions. 

Here we present a group of commodities generally described as spices. The most common and widely spread spice of the country is Berbere, which produced from red-hot capsicum annum (when fresh it is considered to be a vegetable-according to international trading classifications). The red-hot capsicum is as well the basic material for the extraction of oleoresins. Work has started to introduce a non-pungent red paprika type, which is commonly used in southern Africa for the industrial purpose. Small red-hot chilies (bird eye) are rarely used, which are more often used in southern Africa to produce the pungent component.     

Other spices are basically promoted to be sold as dried spice for direct human consumption. Minor processing is still going on in extracting oleoresin from ginger and turmeric.

Real spices for direct human consumption are of some importance in terms of Korari (Ethiopian cardamom or false cardamom), cardamom, turmeric, ginger and other minor spices.

Dried herbs are of some minor importance in terms of rosemary, cilantro and others. The introduction of herbal tea has juts started.

As plant species spices have a wide possibility of being cultivated in different agro ecological zones of the country. Except pepper (capsicum annum) spice cultivation is traditional, no improved seed or planting material and not market oriented. However, there is a limited business activity in production, processing and marketing of spices and spice products. The cultivation practice and technique are highly based on knowledge that passed from generation to generation, and the production level is low. Spices are used as flavoring material, source of essential oil, source of color and cash crop of many smallholders. The cultivation practice in smallholders’ farm is fragmented and planted as mixed crop with in their main crop land and rain fed. The main hot staff called berbere (home made mixed spices with red hot capsicum) is the major product that uses most of the exotic and indigenous spices as ingredient. Berbere is the commonest ingredient of the daily cooked wot in the country and many are used to prepare by them selves.  The most important ingredients for making berere are Capsicum annum, Black Cumin (local name Tikur azmud), Bishops weed (local name Netch azmud), Ethiopian cardamom (local name Korerima), Ginger, Garlic, Onion, Basil (local name Besobila), and others with salt.

So far Ethiopia has not established itself as significant supplier of spices and the focus has been towards the extraction of oleoresin for export. Since the country’s image is linked to berbere and spice production is widely known in the country, this might be a good starting point for further development and improvement. 

The contribution of spice to the national economy is not significant however the past four years export trained from 3.7 million USD to 6.8 USD is an encouraging progress.
	Year (E.C)
	Ethiopian Spice Export

	
	Quantity (ton)
	Value (USD)

	1993
	2,697
	3,764

	1994
	3,168
	3,731

	1995
	4,348
	4,400

	1996
	10,170
	6,845


Source: EEPA

With regard to spice processing, the recently conducted CBI study on Oleoresins is quite optimistic about Ethiopia’s potential in producing paprika and chilies for pigment and spice extraction. However, the present economic situation of the two processing entities is very gloomy. The private and most modern facility is running into liquidity problems and will miss this processing season. The second processing entity, under state ownership is operating with outdated equipment, it is going to be privatized, but the primary American owner is keeping a claim on the entire asset. 

As the country example from Zambia, Malawi and Zimbabwe are showing, up to 40 000 smallholder farms could be integrated into the supply scheme of these low-input and low-risk crops. The economic situation around these processing facilities needs to be addressed and solved with high priority otherwise all the related studies and the research centers are without any meaning.

6.2.2 Problem 
Unsustainable spice and hot pepper supply to spice extraction companies made private companies to be idle.
6.2.3 Constraints

The typical feature of spices is unsustainable supply of the crops, ranges between over supply and complete elimination from the market. Not grown as main cash crop but always supplementary to any crop under cultivation. Every family has the culture of preparing berberie and consumers are the living competitors of spice extraction companies. Potential areas for growing spices are with poor infrastructure and communication services. Under developed business activity and not yet exploited by potential areas of cultivation. The knowledge of cultivation and post harvest handling is backward and unknown by most of the farmers in the country. Lack of knowledge in marketing and market information has limited the volume of spice crop cultivation and processing plants are running out of raw materials. There are no developed business linkages between the producers and the processing plants. 

6.2.4 Potential Intervention Points

The following interventions can improve the existing constraints and problems in spice business. Sustainable supply of paprika can be achieved through business linkages between the farmers and processing plants. Vertical linkages through legal bindings can help the two parties to work for their mutual benefit. The linkage can be worked out using input out put related and preset price commitment. For this to happen strong business development service will be essential.

1. Introduce improved seed of pepper suitable for oleoresin extraction

2. Create business linkages between farmers and the processing plant

3. Training on pepper growing and post harvest handling for farmers

4. Oleoresins quality improvement support
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6.2.5 Objective of Strategic Intervention

Chilies and paprika (when dried) is an ideal crop for small farmers even in remote areas. In previous years the government and NGOs have successfully started to promote cluster production of these crops. Although the entire chain (from production to oleoresin production or dried spice blends (Berbere) is profitable and the market outlook is favorable, the key constrains is linked with the involved processing enterprises and their future prospects. Accordingly strategic interventions should address the processing entities and facilitate business linkages between spices Extraction Company with small farmers capable of growing paprika to supply the plant suffering due to shortage of agricultural raw materials.

6.2.6 Impact Hypothesis

· Spice production and sales of improved BERBERE (local name for hot pepper spice) at local and international markets

· Sales of pure spices meet international quality requirements 

· Spice Extraction Company can have sufficient raw material supply from the farmers.

· Farmers could be encouraged to work on spice cultivation and do not fear the market problem they have experienced.

· Sales volume of the extraction company will increase.

· Foreign earnings from sells of oleoresins will raise and sustainable market linkages with the importers will follow.

· Job creation 
6.2.7 Result Indicators

· The spice extraction company will have sufficient and quality agricultural raw materials.

6.2.8 Activities of Intervention
At micro level:
· clarify financial situation of oleoresin producing companies

· introduce Improved spice planting materials to the out growers

· Create business linkages between farmers and the processing plant

· Training farmers on the cultural practice of spice growing and post harvest handling

At meso level:
· Organizing farmers groups in isolated areas growing chilies, paprika, and hot Ethiopian paprika,

· linking farmers groups with processing companies,

· organizing payment systems between processor and producers

· improve market transparency within the chain (availability of raw material, processor etc)

· in cooperation with international food companies develop the diversification of spices,

· develop a quality concept for Ethiopian Berbere

· setting-up of organic certified production and market

At macro level:
· Finalize the privatization of the only operating spice extraction plant,

· attract and promote private investment in spice processing (blending)

· select a country for benchmark purpose (e.g.: South Africa) and both chains,

· create transparency  and a network about ongoing spice growing activities  
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To improve the yield potential of oil seed crops under production:


The oil crop supply to oil mill plants is not satisfactory both in terms of quantity and quality. Because of the poor yield capacity of the oil seed crops farmers do not have satisfactory level of production and could not benefit much and did not consider oil crops as main cash crop in their livelihood. Instead they are growing oil crops for their own consumption and for the purpose of crop rotation. This has resulted to unsustainable and short supply as well as poor quality of oil crops in the market. And this has created limitation on oil mills to work under their capacity. Therefore an intervention in improving the oilseed quality could result to a better production of the crops which has a chain effect to the oil mills to have quality and sustainable oil seed supply as raw material for edible oil extraction.
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The quality of work in the filtration process of the oil mill plant is not ideal to come up with good quality of edible oil and the packing process is just collection of oil with big barrel for distribution. There is no bottling and packing with in the processing operation and the quality of the oil is not at the level it should be. To keep the quality of the oil the missing link is the absence of bottling in the flow of operation in the extraction process of the small cottage industries.


To improve the low level oil ratio & reduce loss of oil with oil cakes:


The level of edible oil percentage extracted from Niger seed and flax is less than the optimum and about three percent of edible oil is disposed along with the oil cake. The mills have the capacity of extracting only 27% instead of 30% per unit volume of clean oil seed. This is a real lose in operation and this oil content in the oil cake is unhealthy in animal feed which is another damage in the next chain. 


To improve the rural use of oils vial micro enterprises


Many micro mills are operating at village levels and they provide milling services. (Similar to maize). The technical efficiency and the food hygiene need improvement.





To improve the coordination in the value chain


Export and processing of oil seeds should not be a contraction but rather be a valuable asset. A better coordination is required between the oil millers and exporters. 
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Diagram-1.6: Value Chain DAIRY – Areas of Strategic Interventions during Pilot Phase
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Diagram-1.1: Value Chain Dairy – the Supply Process
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Diagram-3.6: Value Chain BEE KEEPING – AREAS OF STRATEGIC INTERVENTIONS IN PILOT PHASE
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Diagram-5.3: Value Chain VEGETABLE PROCESSING- Selected Strategic Interventions at Micro Levels
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Diagram- 4.6: Value Chain:  FRUIT (Example Pineapple) – INTERVENTION AREAS DURING PILOT PHASE
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Diagram-1.2: Value Chain DAIRY – Value Chain Leaders (Captain)





Product development





Quality 


Standard


Improved





Market Coops. Managing collection point





Short-term storage equips.





Training of commercial milk producers





Qualification of suppliers





Trials on zero grazing units





Local production of stainless steel equips.





Packing


Technology 





Provision of private service





Diagram-1.3: Value Chain Dairy – Selected Strategic Interventions at Micro Levels
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Diagram-1.4: Value Chain Dairy – Potential Interventions at Meso Level
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Diagram-1.5: Value Chain DAIRY – Potential Interventions at Macro Level
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Diagram-2.1: Value Chain Oil Crops – The Supply Process
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Diagram-2.2: Value Chain Oil Crops – THE CHAIN LEADERS
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Diagram-2.3: Value Chain Oil Crops – POTENTIAL INTERVENTIONS AT MICRO LEVEL
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Diagram-2.4: Value Chain Oil Crops – POTENTIAL INTERVENTIONS AT MESO LEVEL
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Diagram-2.5: Value Chain Oil Crops – POTENTIAL INTERVENTIONS AT MACRO LEVELS
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Diagram-3.1: Value Chain Bee Keeping – The Supply Process
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Diagram-3.2: Value Chain BEE KEEPING – THE CHAIN LEADERS
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Diagram-3.4: Value Chain BEE KEEPING – POTENTIAL INTERVENTIONS AT MESO LEVEL
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Diagram-3.5: Value Chain BEE KEEPING – POTENTIAL INTERVENTIONS AT MACRO LEVELS
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Diagram- 4.1: Value Chain:  FRUIT (Example Pineapple) – The Supply Chain
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Diagram- 4.2: Value Chain:  FRUIT (Example Pineapple) – The Chain Leaders
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Diagram- 4.3: Value Chain:  FRUIT (Example Pineapple) – Intervention at Micro Level
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Diagram-3.3: Value Chain BEE KEEPING – POTENTIAL INTERVENTIONS AT MICRO LEVEL
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Diagram-2.6: Value Chain Oil Crops – AREAS OF STRATEGIC INTERVENTIONS DURING PILOT PHASE
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Diagram- 4.4: Value Chain:  FRUIT (Example Pineapple) – Intervention at Meso Level





Diagram- 4.5: Value Chain:  FRUIT (Example Pineapple) – Intervention at Macro Level
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Diagram-5.2: Value Chain VEGETABLE PROCESSING- The Chain Leaders (Captain)
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Diagram-5.1: Value Chain VEGETABLE PROCESSING- The Supply Process 
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Diagram-5.4: Value Chain VEGETABLE PROCESSING- Potential Interventions at Meso Level
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Diagram-5.5: Value Chain VEGETABLE PROCESSING- Potential Interventions at Macro Level
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Diagram-5.6: Value Chain VEGETABLE PROCESSING- STRATEGIC AREAS OF INTERVENTION DURING PILOT PHASE
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Diagram-6.1: Value Chain Spices – The Supply Process
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Diagram 6-2: Value Chain Spices – The Chain Leaders
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Diagram-6.3: Value Chain Spices – POTENTIAL INTERVENTIONS AT MICRO LEVEL
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Diagram-6.4: Value Chain Spices – POTENTIAL INTERVENTIONS AT MESO LEVEL
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Diagram-6.5: Value Chain Spices – POTENTIAL INTERVENTIONS AT MACRO LEVEL
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Diagram-6.6: Value Chain Spices – AREAS OF STRATEGIC INTERVENTIONS DURING PILOT PHASE
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