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Abstract 
A country's economIc growth and development greatly depends on the 
performance of the export sector. The export structure of Ethiopia, like most 
developing countries, is characterized by domination of few agricultural products 
such as coffee. As a result of this, the national economic performance I . 
corresponds to the fluctuation of income earned from coffee exports. To this effect 
it is high time for Ethiopia to diversify its export products. IIlIlolI.Y tile /llOst 
promlsmg export products Ethiopia could \ supply to the global mar/eet is cut­
flower. Two decades have elapsed since cut-flower began to be produced in 
Ethiopia for commercial purposes. However, starting from the produ ction of CLll ­

flower up to the logistics and marketing to the global market, cut-J7ower exporters 
are facing many challenges. The main issue of interest in undertaking this st.udy 
is to investigate the marketing, customs and bank clearing operations of the I 
floriculture sector in Ethiopia. Focusing on these issues is necessitated by the fact 
that the long customs and bank clearing p rocedures could have a negative impact 
on the quality and competitiveness of Ethiopian cut-flowers on the international 
market. These issues can be addressed by developing a fully automated system 
of customs clearance and expanding the range of services banks offer to cu t­
flower exporters. The export marketing procedures that an Ethiopian cut-flower 
exporter shall follow constitute pre-shipment, packing and shipment, and post­
shipment stages. In Ethiopia, the various activities involved in the rose s upply 
chain are highly process intensive consisting of prod1.l.c/io/1 . /oq/st/('s rll1ri 

marketing components. The export volume and value of cut-flower accowlt Fir a 
small proportion of the total exports of Ethiopia. The major technical, institutional 
and marketing problems associated with the production and exports of cut­
flowers are analyzed in detail. Finally, the paper offers possible solutions to the 
identified problems . 



CHAPTER ONE 
1. Introduction 

1.1. Background of the Study 
A country's economic growth and development greatly depend s on the 
performance of the export sector. The export s t ructure of Ethiopi a , like mos t 
developing countries , is characterized by domination o f few agri cu li I II'" I 
products such a s coffee, As a result of th\s the national economic performance 
corresponds to the nuctuation of income earned from coffee expo r ts , To this 
effect, Ethiopi a needs to diversify its export products. Amo ng th e most 
promi s in g expor t products Ethiopi a could supply 10 Ih e gloh, d 111",.1<,'1 is ( ' I I I 

flowe r. The cu t-flower indus try is, without doubt , Ethiopia 's mo s t importa n t 
success story . It is probably the country's best example of identifying a globa lly 
competitive nich e, exploring natural resources for product diversifica tion, 
generating employm en t and attracting foreign direct investment (EEPA, 2 (06) , 

The majority of underdeveloped countries are engaged in the export of 
agricultural products wnich are mostly primary produc ts, Throughout Africa, 
Latin America, and As ia primary products export have tradition a lly accoun ted 
for a s izeable por tion of individual gross national prod uct. In some of the 
smaller countries, a ny where from 25% to 40% of th e mone ta ry G NP is deri ved 
from the overseas sa le of agricul tura l and o lhe r prim"ry pmc\lll'ls or 
commodities such as coffee, coca, sugar, palm oil and copper (Toda ro 1994), 

Due to the fact that Ethiopia is predominantly an agra ria n economy, it goes 
without saying that the lions share of the country's export comes from the 
agricultural sector. According to the annual report of the Na tional Bank of 
Ethiopia (NBE) in th e 1997 Ethiopian fiscal year (2004 / 05), being under 
developed country that heavily depends on agricul ture, the structure of 
Ethiopia's export is dominated by agricultural products from which coffee alon e 
accounted for 41 % of the export proceeds of the country, Oilseeds and chat 



distantly followed second and third accounting on average 13% a nd 12'X) of the 

total exports respectively (NBE) 2006). 

Ethiopia's over dependence on export of a few agricultura l commodities cou ld 

jeopardize its export earnings . Ethiopia's export sector is cha racterized by ove r 

dependence on few agricultural products, with very limited exports of 

manufactured and semi-manufactured goods. Therefore, launching new and 

profitable expor t products is one of the st>ategies Ethiopia needs to adopt so as 
" 

to insure economic developm en t . 

Among the most promising export industries witnessed in the last decad e is I he 

floriculture indus try. ~thiopia's favorable climate, vast land , abuncicHl I """1('1' 

resources and cheap human labor and its close proximity to the major nowe r 

markets in Europe and the Middle East coupled with the attractive government 

export policy and incentives a re making the country a great investment 

opportunity in Africa. According to the Ethiopian export prom otion agency, 

recently flower export va~ue has shown drama tic rise (EEPA, 2006) 

Introduction of cut flowers into Ethiopia for commercia l purposes dates back to 

1980/8l. The first fresh cut flower p roduct ion was commenced a yea r la Ller in 

1981/82-crop season. During the Emperor era there had not been a ny cut 

flower production. The ex-governmen t had establi shed Horticulture 

Development Corporation as a government pa rastata l res ponsible bot.h fot' 

regula tion and production as well as marketing or honicuiturc f,)['odUCLS 

including flower s (Sisay, 2001) . 

Floriculture is one of the fastest growing export industries in East. Africa . 

However, Ethiopia has taken a very minor pa r t in growing flowers even though 

the n atu ra l conditions of the country in some aspects is better than any other 

country in the region. Despite limited a ttempts in the late 1990s, a modern 

floriculture, export-oriented, industry has begun to emerge in Ethiopi a only ' 

2 



recently . Reason s for the lagging performance of thi s secLor , de spite it s 

recognized potential, were often portrayed as a n unfavorable business 

environment and investment climate and lack of commitment by the foreign 

direct investors. Recent initiatives by the government to promoting this sector 

have met with private sector interest. However , the expected take-off h as not 

yetoccurred(http://hotdoes. llnsit.gov . / does / pubs.industrytradesummaries/ pu 

b3580.pdf. Accessed on May 6,2007). 

\ 
Since the cu t Dower industry plays an im portant role in th e economic 

development of the country, it would be necessary to assess the perform ance of 

the industry in light of the benefits it gives. Plower has a high va luc -we ight nlli o 

as compared to othe r agricultural commoditics. In addition, cut nower industTV 

provides women employment opportunity as the major operations in flori c ulture 

farms are performed by women workers. Above all th ese, flower requires small 

area of land and irrigation water u nder greenhouse and it provides promising 

prospects for employment creation as the production of Dower is heavily lahor 

intensive (EHPEA, 2005~-

The potential for the production and marketing of floriculture products in the 

world markct is limited geographically. Western Europe prov iding the biggest. 

market of cut-flower in the world followed by Latin America being influenced by 

the superior quality of cu t-roses from the highland of Ecuador in c reased its 

exports (http: // hotdoes.llnsit.gov . / does/ pubs.industrytrade-summ a ri cs I pu b 

3580. pdf .Acccssed on May 6, 2007). 

All over the world, the flori culture sector can nowadays be characterized as a 

sec tor experiencing rapid changes. Due to globalization and its effcct on in come 

development in the di fferent regions of th e world , we see a growing per capita 

consumption in most countries. The m ain consuming countries, except for 

Germa ny, a re largely self sufficient in flowers . However, d ue to the comparative 

advantage Ethiopia has in terms of suitable weather condi t ion a nd production ' 
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cosLs; it. can compete on quality with these countri es. I3csides the traditional 

cen ters of production (USA, Japan, Italy, the Netherlands, Columbia) , new 

production centers are developing. In Latin America and Africa, production is 

increasing very quickly . Also in Asia, countries like India, Ch ina , Vietmlm clc, .. 

seem to be moving in the direction of more intensive horticulture (Da n iel, 20(3) 

The cut flower production in Africa is highly competitive to a ny professiona l 
\ 

grower in the world. Especially with regard to the Europcan growcrs the 
, 

competition is becoming fie rce. The first cut flower nurseries were established 

in Kenya in 1969 which origina lly is a tea and coffee producin g country. 

Nowadays Kenya is the la rgest African cut fl ower growe r , followed by 7:imbahwe, 

Morocco and SouLh Africa. Other promising countri es on the market. a l'e 

Zambia, Malawi, Tanza nia, and Uganda (Nico, 1998) 

Although there is no sufficient evidence when horticulture s ta rted in Ethiopia, 

available sources poin t out that commercia l hort iculture was s tated in the ea rly 

1980s. Even though ~~ate [arms in the Rift Valley were engaged in the 

production of fl owers on open plots it could be said that this attempt was not 

generally successful becau se there was no private sector involvement. to 

promote the sector. As a result of this, the heavy subsidy the sector enjoyed 

from the government could n ot prevent it from incurring losses (EHPEA, 2(05) 

1.2. Statement of the Problem 

Two decade s have elapsed s ince cut flower began to bc p roduced in Ethi opia ror 

commercial purposes. However, the floriculture sector is sti ll racing" IlUlTIllCr 

of challenges, many of which a re a lso faced by othe r sectors. There arc severed 

participants in expo rt trade such as banks, international transport companies, 

ports, freight forwarders (Custom s Clea ring Agents), a nd Shipping Agents. Thc 

involvemen t of a ll these parties m a kes the export trade a very complex 

unde r taking co n sis ting of a chain of administrative a nd logis ti cal act ivit ies. 

4 



Starting from th e production of cut flower up to the logisti cs a nd ma rketing to 
the global market, cut flower exporters h ave m a ny constra ints . To begin with , 
currently there is no independent private or public se rvice providing agency in 
identifying suitable rose varieties a nd conducting adaptive trial s under d ifferen l 
growing condilions. Thus, a t present, all the farms condu ct their own va rietal 
tria ls and h a ndle th eir own plant propagation of successful varieties in order to 
enable growing on a large scale by different exporting farms. In addition to this, 
exporters need to go through the lengt~. import clearance and SGS (Safety 

\ 
Geprufte Sincherheit-Sa ftey valida ted) inspection procedures for their imports 
of plant materia ls, fertilizers and other chemica ls, requirin g up to ten st.eps. 
Moreover, obtaining a pproval for chemical u sage takes t ime making diffi c u lt I.he 
availability of inputs a t the required time 111 thc p rociucLiol'1 process. 
(http: //hotdoes.llnsit.gov .1 cioes I pubs .Industrytradesummarics j pu b3580. pci f./\ 
ccessed on May 6 ,2007) 

In Lerms of t.he logistical aspeeLs, several key Issues eO llsl rai l1 lite 
competitiven ess of the 01:1t flower industry in Ethiopia. First, wi th regard to a ir 
cargo, th ere is a problem of obtaining sufficient cargo space and a lso of 
guarantying space on out going flights from Addis Ababa. Secondly, thc 
absence of a handling company which can facilitate access to cargo s pace a nd 
coordinate space between different exporters for m aximization of capacity 
utilization, which is mutually advantageous for the a irlines a nd thc exporters. /\ 
third issue with regard to logistics is that of pac king matc rial s. Th e a bscnee o r 
independent and large r-sca le carton industry con straints on ruture industry 
expansion. A forth issue is th e lack of cold storage a t the Addis /\baba a irport , 
which would enable co nsolidation of shipmen ts between exporte rs a nd e na bl e 
betLer coordination. '<'inally, the lack of leasing or renta l or rdrigera ted 
transport services raises the investment needs of individua l exporters and 
furth er constra in s the expansion of the indus try. 
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To fac ili ta te cuslo m s export formalities, the exporl cargo must be CI"<I IT<i i"n)]n 
the customs before it is loaded on th e car rier. Por th is, lhere arc more lh a n 15 
d ocuments that are compulsory needed to b e submitted to lhe Cusloms 
Appraiser a t th e customs house . The Customs Appraiser ensures lhat a ll the 
forma litie s re la ting t.o exchange control, quality co n trol, pre-shi pme nt 
inspection and licensing have been complied with by the exporte r. To this effccl, 
the project aims at diagnosing the problems faced by Ethiopian f10wer exporlcrs 
in fu lfilling the customs formalities. \ 

Por a n export trade to be effec tive, an exporter shall use the services offered by 
both domestic and international banks. There a re compl ex and lengLhy bank 
clearing activities that the exporter should can-you!. Th e pnpe r nil11s In pillpnilll 
the problem areas in export bank clearing ac tivities. 

Although f10riculture IS contributing a lot to the country's cconOmlc 
development, its full poten tia l has not been fu lly tappcd parLly because oj" poor 
tran s portation fac ili ticsr- limited access to finance a nd technical ass istance, 
absence of s killed labor force and low access to external market information II1 

addition to procedural bottlen ecks mentioned a bove . 

1.3 . Objective of the Study 
The main objective of th is projec t is to assess the performance and problems of 
the n ewly-i n troduced industry (f1oriculturc) and 1.0 suggest sonic solu ! iO I1S 10 

overcome these problems. 

The s pecific objectives of this research project a re : 
I. Assessing the dirficu lties and problems in f10riculture export markeLing, 
2. Identifying the va lue chain with respec t. to f10riculture export, 
3. Identi fying f10ri culture export-rela ted cu stoms and bank clearing 

activities, procedures and documentation, a nd 
4. Offering solutions to th e identified problems. 

--~~ .. 
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1.4. Significance of the Study 
The study examines the customs and bank clearing operation of El.hiopi<lll cu I.· 
flower exports. Moreover, a cluster analysis of floriculture value cha in is made. 
It a lso suggests solutions to the existing problems in lhc sector. in add ili on 1.0 
this, it will provide a basis for other researche rs in conducting deta iled researc h 
on the potenlia l contribution of the sec lor lo the nation 's economic 
development. 

1.5. Scope and Limitation of the Study 
The scope of the study is limited only to the exporl markeling pracliccs or 
floriculture in Ethiopia particularly to those exporters located in Addis Ababa. 
The s tudy is also limited to the available data from selected flower exportcrs 
and government bodies. 

Besides the limited nurr:tber of studies on the sector; absence of well organized 
and documented information is the limita tion of the study. Time and financial 
constraints to produce much of primary data is a lso the othe r limit ,lIion in this 
study. 

1.6. Methodology 

1.6.1. Data Sources and Methods of Data Collection 
Data will be collected from both primary and secondary sources. Prim a ry dala 
was collected by both formal a nd informal in terviews. held with ra ndomly 
selected flower exporters and personnel from Ethiopian Customs Authorily, 
Ethiopian Export Promotion Agency and export departments of different banks. 
Secondary data was obtained by analyzing documents such as yearly reports, 
Magazines and the Internet. 
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1.6.2. Sample Design 

Random selection of three cut l10wer exporting companies namcly Goldon Rose , 

ENYI and Ethio-dream l10wer exporters were employed in the study. Moreover, 

the following governmen t agencies and l10riculture association namely: the 

Ethiopian customs 

(EEPA), Ethiopian 

Authority (ECuA), Ethiopian Export Promotion Agcncy 
\ 

Investment Agency \ (EIA), and Ethiopian Horlicullure 
.. 

producers and Exporte rs Association (EHPEA) were included in the study . 

1.6.3. Data Analysis 

In this study, descriptive m ethod of da ta a na lys is was uscd. Delailed 

explana tion and in te rpretation of the collec ted data was a lso made by 

presenting the da ta in the form of percentages using ta bl es, an d oth n 'suilHble 

forms of da ta presen tation. 

1. 7. Organization of the Paper 

The study paper is organized in five chapters . The fi rst chapter covers a brief 

introduction of the research project. The second chapter trie s to cover th e 

related li terature reviews concerning cut flower export trade. The third cha pte r 

presents the conceptual framework to be employed in the study. Thc fourlh 

chapter deals with da ta collection, analysis and the resea rch findin gs . Based on 

the analysis and the findi n gs, the last cha pter presents the reco mlllcncia l io ns 

a nd conclusio n o f th e s tudy. 
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CHAPTER TWO 

2. Literature Review 

2.1. Export Trade and the Developing World 
Developing countries need export trade to generate fo reign exchange for their 
economic development. Production for export in these counties is an important 
source of income and it constitutes a maj'or portion of the GNP. The capacity or 
a country to import is a very important ' prerequisite at the early stagc or 
development. To this erfect, the developing nations should securc surricient. 
export revenue in order to pay for their imports or industrial inpuls like capiLal 
goods, raw malerials and intermediate produc ts. 

The growth of m a ny developed nations which were once developing nations is 
largely attributed to international trade . Through time economists have PUl 
greater emphasis on the importance of export trade ror economic development.. 
With regard to this Meig says "There is nothing necessarily regrettable about 
dependency of foreign trade. It is true that in engaging in trade a country puts 
itself at a mercy of external events: this is a p rice that any international d ivision 
of labor exacts. But a country that seeks development must invite rorcign 
influences if it is to succeed. It needs fo reign equipment, foreign capital and 
foreign idea. How can it pay for these equipment without earning roreign 
currency by exportin g?" (Meier, 1976). 

Meier also goes on t.o argue that the importa nce or roreign trflcic is pnrl iClll;lI'ly 
great in countries thaI. lack an engineering industry and arc obliged lo impon 
almost all their machinery. In such counties export may easily become the 
decisive force on productive investment and on the successful development of 
the economy. Th e common experien ce in under developed countries is not that 
exports are a lready a dan gerously large element but that they are not large 
enough to give adequate elbow room in the financing of new investment. 
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Another devclopment econ omist Todaro a rgues "Expor t trade is a n important 
s timula tor of economic growth. It enlarges a country's con sumption capacities, 
increase world out put and provide access to scarce resources and world wide 
market for products without which poor countries would be unable to grow. 
Trade helps countries achieve development by promoting and rewarding the 
sectors of the economy wh ere individual countries posses a comparative 

\ 
advantage whether in terms of labor effi cie ncy or factor endowments" (Todaro , 
1994). 

Th e following paragraphs discuss a variety of trade theo rics alld causes ur 
export trade proponed by scholars in th e field. Among the theories 1.0 be 
discussed a re Merchantilists trade theory, theory of a bsolute advantage, theory 
of compara tive advantage, Hechser-Ohlin neoclassical factor endowment trade 
theory, trade theory based on technological gap, a nd Vent- for-surplu s or 
availability approach trade theory. 

Merchantilis ts Trade Theory 

According to th e Merchantilists school of the l7 tJ1 century, for a nation to be 
rich and powerful, it h as to export more than its imports in order to have export 
surplus . Th ey appeared in Europe during 1500-1800 advocating nation 
building a nd having fa vorable trade balance. By nation building they I11C<l11 1 lu 

have a strong country of wealth . The phrase favorable trade was to mean 
exporting more than importing. A nation that was able to keep trade surplus by 
promoti ng export and restricting import was regarded as wea lthy, and the level 
of wealth was measured in terms of Gold a nd Silver (Carba ugh, 1995). 

Merch a ntilists also believed that one nation could gain only at the expenses of 
a nother n a tion and they advocated strict government control of a ll economic 
activities and trade. However, the argument of zero sum game i.e . a situaLion 
where one gains and the other group loses has become invalid . It was possible ' 
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to h ave tra de that ca n benefit both trading parties . In addition, free I,-ar\c wmlld 
cause world resources to be utilized most efficiently and would maximize the 
countries welfare who participated in the trade (Salvator, 1990). 

Theory of Absolute Advantage 

Unlike the Mechantilisls, Adam Smith started with the s imple truth that for lWo 
nations to trade with each other voluntarily, both nations must gain. According 
to Smith, trade between two nations is ~:;ed on absolute advantage. He was 
arguing that movement of goods across nation s hould be based on eosl 
differences; a nation has to specialize in the production of a commodily in 
which it had an a bsolute cost advantage. By absolutc cost advantage, il was 1. 0 

mean producin g a given commodity at lowe r cos t. in compa rison 10 anoi1wr 
country. Cost of production among nations is different due to dillcrenccs in 
factor endowments. These endowments include raw materials , labor, cap ital 
a nd land (Carbangh, 1995). 

When one nation is more efficient than another in the production of one 
commodily (i .e. has an absolute advantage) but less efficient than the other 
nation in producing a second commodi ty (i. e. has an absolute disadvantage) , 
th en both nations can gain by specializing in the production of the commodity 
of its absolute advantage and exchange part of its output with the other nation 
for the commodity of its absolute disadvantage. Through this logic and process 
resources are utilized in the most efficient way and th e output of both 
commoditi es will rise (Salva tor, 1990). 

Theory of Comparative Advantage 

The previous theory ignored the possibility of beneficial trade. Capitalizing on 
this drawback, David Ricardo came up with his famou s law of comparative 
advantage. His theory states than even if one nation is less efficient than the 
other nation in production of both commodities, there is still basis for mutually 
beneficial trade. The first nation should specialize in the production and export · 
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of the commodity in which its absolute disadvantage is smaller and import the 
commodity in which its absolute disadvantage is greater. The second nation 
a lso could produce and export the commodity in which it has greater absolute 
a dvantage and import the commodity which has lesser absolu te a dva ntage 
(Salvadoe, 1990). 

The theory of comparative a dvantage is rejected by some scho la rs primarily 
becau se of its assumption of labor theory of value whic h sta les thal the n:lative , 
price of a commodity is based solely on its labor con tent. However, the law itse lf 
is not completely rejec ted as it is still popula r. Me ir puts it like lhis: ". the 
principle of comparative advantage h as h eld pride of place in economic thought 
since the Engl ish economist David Ricardo enumerated it in 18 17 ." (Mc ir , 
1995). 

Though the theory of comparative advantage is still val id, the argument of 
Ricardo is invalid, because his assumption about labor is not acceptable today. 
Firs t, labor is not the only input in production. Second, labor is not u sed m a 
fixed proportion. Finally, it h as no uniform qua lity (Sa lvadoe, 1990) 

Another theory of trade based on the la w of comparative advantage on lhe 
oppor tuni ty cost theory rather than on the labor theory of va lue was introduccd 
by Haber lcr. According to the opportunity cost theory, the cost 01' a co mmodity 
is the amo un t of the seco nd commodity that must be give n up to ['e lease just 
enough resource to produce one additional unit of the first commodity. Here no 
a ssumption is m a de that labor is the only fac tor of production or that labo r is 
homogenous. Th e n ation with the lower opportunity cost in the production of a 
commodity h as a comparative advantage over the second commodity. This 
th eory indicates that a nation should export the commodity with lower 
opportunity cost and import commodity with higher opportunity cost. Both 
nations will gain irrespective of the other (Salvador , 1990). 
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Heckscher-Ohlin Trade Theory 

An extension of Ricardo's trade th eory is the Hecksher- Ohlin neoclassica l 

factor endowment trade theory . According to th is theory the basis ro r tradc 

anses not because or inherent technological dirrerenccs but III ICI bor 

productivity cndowed with different ractor supplies. Gi ve n d irrcrcn l r;l("iol· 

supplies, relative ractor prices will differ. It was this dirreren ce in i"aclO l- pn c:e::i 

that was the jus tification for trade across the nations. For exam plc, labor will 

be relatively cheaper in labor abundant countries while it wi ll be relatively 

expensive in labor scarce nations. Hence, a nation h ad to spceia lize and expOrL 

a commodity that used a n ation's relatively abundant resource intensively, and 

had to import a commodity that used a n ation 's scarce resources inten s ive ly 

(Todaro, 1990). 

Trade Theory Based on Technological Gap 

This theory states that tra de between nations I S possible when there is a lag 

between the introduction of a new technology in one country and th e adopl ion 

of this technology else where in th e world. Dema nd lag is a time lag between t.he 

introduction o r new products in one country and th e e mergence or demand ro r 

that good in another nation . 

In this theory we have two conditions. Firs t, if started demand lag is longer 

than imitation lag, producers in th e imitating country cou ld adopt the new 

technology before the con sumers demanding thi s new producL. With this 

condition, innovation would not generate trade among n ations. The second 

situation is when th e imitation lag is longer than the demand lag. In this 

condition, the imitating country would import the n ew product at least until it 

is able to adopt the new technology (Sodersten and Reed , 1994) 

Vent-Jor-Surplus Trade Theory 

The vent-ror-surplus or avai labili ty approach tradc theory , espec ially app li cab le 

in kss dcvdopcu cou ll trics, "tatcs that a country urtCll lIas SO III C COII IIIIl )( lil ), 1"" 1· 
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which domestic dem and is already satisfied and which it can readily export or 

that idle resources arc at hand which can be used for export pu rrose once 

trade is opened up. In this regard Todaro says " ... opening of wo,-[c\ m;[ri<('ls 10 

remote agrarian societi es creates opportunities to make usc of under cmployed 

land and labor resources and to produce greater outputs to foreign markets." 

(Todaro, 1994). 

This approach has mostly been used for ~~plaining how colonial countics were 
, 

drawn into trade. At the heart of it the idea that a country has some 'free' 

commodity or some unused resources which it can use to generate export 

earnings. In addition, the theory says that a country exports a commodity 

because it has rich deposit of that commodity. For example Sa udi I\['abia 

exports oil because it has rich oil deposit (Sodersten, 1980). 

2.2. Overview of the World Cut-flower Industry 

Horticu lture industry ma inly consists of the production of fruits , vcget.ablcs and 

flowers. Among these, _<;;urrently there is a growing demand for cut-flowers 

across the world. There demand is moving beyond the use for special occasions 

and becoming a more regular decorative consumption goods for middlc and 

upper Income groups (http://www.intracen.org/brt/ppcutflower.pdLAccessed 

on June 2, 2007). 

Cut-flower is used to express personal feelings such as love, sorrow a nd 

dissatisfaction. Apart from this, it is customary to use it as daily decorativc 

good amon g upper and middle-income groups. Thi s increases the demand for 

cut flowers across developed countries of No rth I\merica and I\sia (I)allic l, 

2003). 

Over the past quarter century interna tiona l trade in cut-flower has been the 

mosL dynamic and rapidly growing d imension of inLernational horLiculLurc 

trade. International market for floriculture products is getting larger and large. 
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showing dynamic ch anges both is d emand and supply sides. The former style of 

supply drive m arket now becomes into dema nd driven with increasing specific 

a nd fickle consumer preferences. Today's consu mers have taken an increascd 

interest in certain environmental consequences, phytosan itory residues, and 

social considerations of manpower. The indus try is und er pressure or the 

demand with im po rtant regulations hardenin g from year to YCH r (D,mir'l, ~O()l). 

In many countries flowers a re grown f~'r commercial purposcs for dom estic 

markets, although the s ize of individua l markets or its development are diffi c ult 

to assess given the lac k of consumption and production data . In genera l, we 

can classify countries into four groups. Producers in the first group of co untrics 

(The US, Japan, India a nd China) have in common that they mainly, if no t 

exclusively, produce for their own m a rket. For example, in ,Japan 95'X, o f 

demand is met by local producers while in India and China pu rchasing power is 

too low for sizcable imports to take place a nd qu a lity is too low fo r sizable 

exports to d evelop. 

A second group of countries a re those which have s izeab le markets where 

imports satisfy most demand. Germany is the typical example, with import 

making up 70% of total demand. A third group, wh ich includes Co lumbia and 

Kenya, is opposite of the second; they have a small h ome ma rkct bU L a largc 

volume of exports . Columbia is typical of this group with export amounting to 

95% of production in recent years. Finally, there is a group with a large home 

market combined with a large export share. The Neth erlands is the best 

example here (http :! j www.ilo. Org j public / English / dialogue / sector / pagers / 

ctflower/ 13gel.htm.Accessed on June 8, 2007) 

World cu t-flower markets are growing at current rate of 6-9°;\' pcr do ll ars. Th c 

total consumption in 1985 was about 12-5 billion dollars. In 1990, Lhe 

consumption rose to a bout 25 billion dolla rs. In the nineties, tile gmwth 

continued . In 1995, the to tal world market was about 31 billion dollars. Taking 
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developm ents in p roduction , imports and economic variables in to account, 

consumption of cut fl ower is to be expected to rise to 35 billion do llars. In 

in terna tional te rms, the consumption of cut nower is concc ntra ted in threc 

regions, Western Europe , North America and J a pan (CBI, 2002). 

2.3 . Historical Evolution of Cut-flower Industry in Ethiopia 

In troduction of cut nowers into Ethiopia ror commercia l purposcs goes bac k lO 
, 

1980 /8 1, wh ich is now more than twenty yea rs ago. There had not been cut. 

nower production during the emperor era. The ex-government had eSlabli s hed 

horticulture development corporation as government part re s ponsible bOlh for 

regulation and production even for marketing of horticu lture produc ls 

including nowers . During the trial and adaptation periods about 20 s pecies of 

different cut flowers we re introduced into the country from abroad. Some of the 

species introduced include Carn ations, Gladiolus , Delphinium, Morueella , 

Atriplex, Allium, Statiee, Euphorbia, Cartuamus, Aminagus and Dill. 

Based on the t r ial re~l,llts, some species and vari e ties were se lec ted and 

recommended for commercial production. But somc of the recommended 

s pecies a nd varieties were di scarded from production s ho rtly a fler a nd olh e rs 

la lely . In gen e ra l, recom mcnda tions a nd seleclions for comIrlc rc ia l lISC wc rc Jl lll 

made through formal trial regulations. This ha d crea ted di scarding of spec ies 

from the production line because of fa ilures obse rved in subsequen t produc li on 

pe riods (Sisay, 1992). 

Among th e reasons s it.ed for subsequent disca rding in different. yea rs inc lud e: 

• Poor (decline) in yield performance ; 

• High price of planting material; 

• Susceptibility to d iseases and nematodes; 

• Weather problems; 

• Lack of dem a nd a nd non-profitability ; 

• Difficulties in m a nagement; 
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• Absence of proper production and post ha rvest handling technologies, 

etc. 

Production and export of cut flower in Ethiopia was not established with well 

planned main objective of profit seeking but foreign exchange earnings. As a 

result of this, the industry was one of the highly subsidized sub-sectors during 

the previous regime. Command based ambitions in outlook of previous 

government officials and at large absenc\ of private sector driven initial start­

ups and in subsequent production and ex,port operations is believed to be the 

root cause of flaws in failures faced by the industry in the past (Sisay, 2000). 

Ethiopia entered the world floriculture market without the introduction or 

necessary and a dequate modern technologies, faci lities and ma npower. It. IS 

hardly possihle to say that the re was proper and efTi cicnl In:llcilill g "r 
production and marketing activities . Moreover, absence of efficie nt man agemcnt 

and supervision, shortfalls m ade a t trial and adaptation stages of species , 

above all missing thc engine role of th e private sector coupled with the 

a forem entioned reasons-brought about unsatisfactory results. 

Even thou gh some experiences were gained in the past twenty years, the 

contribution of the industry to the country's growth h as been insignificant. 

Decline both in la nd dedicated and production fluctuation in land productivity 

were characteristic feature of Ethiopian floriculture industry. 

With regard to developments since 1992, no basic uptu rn has been 

circumvented until recently despite changes and policy reform mcasures ta ken 

by the government. Before 1999, there were only two priva te producers and two 

long-esta blished state owned enterpri ses operating in the nOI-iCLlII LIre indl.lsll 'Y­

All these four companies' production has been dominated by ope n field flowers 

of Allium and Statice with a very small plot und er green house at Meske l 

Flowers P.L.C. (Sisay, 200 1). 
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Table 1: Approved New Fresh Cut-flower Projects from July, 1992-0ctober, 

2001 
.-~---- ----

No New Flower Project Year of Current Status 
Approval 

1 Meskel flowr 1992 Operational 
2 Ethioflora 1993 " 

3 Dereje Taye 1995 Pre-cons truction -_. -

4 Eklegzi Tekie , 1996 " ._-. 
\ 5 Alex enterprise 1996 " .-

6 Positive vibration 1996 " 
----- - ------ ... _--

7 Ethiodream 1997 Imple menlaLion 
~ 

8 Golden Rose A.!~!:o Farm 1997 o peril I iomll 
J-~-- _. -

9 Flora Agrieullure Estate Pic. 111 1999 Pre -
SNNPRS im~~c:nlati on 

10 Menagesha flower 2001 " 
.-- ---

11 ENYI Gen eral Business Pic. 2001 " 

12 Speranza Roses 2001 " 
.... _-- .. -

13 Eth io-coffee a nd tea plantation 2001 " 

and maTketing Pic. in East Shoa --------_ .. -
14 Ethio-coffee and tea plantation -

and marketing Pic. in West Shoa .. ~ 

Source: EIA, Oromia Investment Bureau, SNNRPS Investment Bureau Cited 111 

Sisay (2001) 

The number of projects approved was steady with one project a year from 1992 

to 1995. Then in 1996 the number of projects increased to three a nd declined 

to two and one in 1997 and 1999 respectively . Aga in il ra ised lo rive in 200 1 

until October. Generally, it is featured by fluc tuations startin g from 1995 lo 

2001. 

However , starling from the year 2000 the number of projects tha l are approved 

per year has been increasing tremendously as compared to the previous years. 

Even starting from the year 2002 it is common to observe one or two approved 

projects per month according to the information (unwritten) of lhe Blhiopia 

export promotion agency. As the number of projects of cut flowe r is increasing, 
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the job opportunity that the sector creates is a lso mcreasmg. Until October, 

2005 there were about 18 1 projects that have taken investment a pprovals. 

From these 181 projects 134 were foreign and 47 were local owned. Th e 

projects were owned by 124 investors who have a capita l of above 5.5 bi ll on 

birr. The distribution of these projects is characterized by high eo nccntration In 

the Oromia region, which contains about 127 of the total proj ects . The rest of 

the projects a re found in Amhara and SNNPRS regions. Out of the 18] projects 
\ 

15 .5% were on pre-construction basi's (http ) jwww.wallainro.comjfaetsj 

2006joctjflowerfact.htm. Accessed on May 6,2007) . 

The above mentioned distributional situation of the cut flower projects indicates 

that the Oromia region is characterized by large number of cut flower projects 

as compared to Amhara and SNNPRS regions. This scems because o f mainly 

the weather condition that the region has a lthough the region is a lso 

advantageous in terms of proximately to the a irport and access to road, which 

are necessary for cut-flower projects, as compared to Amhara and SNNPI~S 

regIOn s. 
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Table 2: General Status of Approved Cut-flower Projects until October, 

2005 
-. .. -

Investment Types of Investors -- -.-
sta tus Local Forc~ ___ Total 
Operational Nu mber o f projects 10 18 2R -- - -

Capital (' 000 Birr) 272,572. 19 7 10,X4') I ') <)X ~. ·I ~ () .~ X _c_ - -- ----
Permanent workers 1,732 3.6Xg ) ,420 
-.-~- -- -
Temporary 1,051 2,6 15 } JiM, 
workers --- -- ----

Under Nu mber of projects '2 27 29 
------

Construction Capital (000 Birr) 29,453 ,2 1,059, 126.47 1,088222:.67 
Permanent workers 230 8,636 X,XM, -- -- -
Temporary 200 6,272 6,472 
workers .. _"._".- -" ... --

Under Number ()f projects 35 89 124 
- .,-:-

Preconstruction Capital (000 birr) 1,081 ,841.96 2,367,602.091 3,449,444,05L 
Permanent workers 4,802 19,440 24,242 
Temporary 5,710 12,856 18,566 
workers 

Total number of projects 47 134 181 
"---

Total amount of capita l (000 Birr) 1,383,870,76 4, 137,573.75 1 5, 52 1.444.5 
- - ---

Job opportunity - - -._--- -_ .. _. - -
~~ pern2~1ent_w.':'rkc r:!. 6,764 3 1,7(,4 .l X,52X 

-- -- ._- -

Total temp~rarLwo r~e rs _ 6,96 1 .. _ ~ 1 , 74 ~ . 2 X, 7(H 

Source: Computed from the Data of EIA 

As it can be observed from the above table the cut flower industry is playing 

pivo ta l role in the creation of job opportunity for those wh o were looking for a 

job, This indicates that the sector has a big role in reducing the highly 

diversified unemployment in the nation, Table 2 shows that when all th e 

projects become operational they are expected for creation of job opportunity for 

38,528 permanent and 28,704 temporary workers, 

The table also shows that greater portion of the proj ec ts a re foreign owned, Thi s 

indicates that the country is a good place in m a ny ways for investment on the 

cut flower production . And local investors are sti ll not doing well' III the 

investme n t participation on cut flower indus try as compared t o 
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investors although they have the advantage in many aspects including costs. 

According to the information obtained from the EEPA the state owned farms arc 

not doing well in many perspectives as compared to the priva tc owned ones 

especially wh en compared to Golden Rose Agro J<'arm despite the lon g period or 

time they have stayed in the sector relative to th e private ones. 

2.4. Existing Status of Floriculture in Africa and Ethiopia 
\ 

The cut-nower production in Africa is highly competitive to any proressional 

grower in th e wor ld . I~speeially with regard to the ~uropean growc l's til,: 

competition is becoming fierce . The first cut nower nurseries were cstablished 

in Kenya in 1969, which originally is a tea and coffee producing country. 

Nowadays Kenya is the largest African cut flower grower, followed by Zimbabwe, 

Morocco and South i\frica. Other promising countries on the market arc 

Zambia, Malawi, Tanzania and Uganda (Nico , 1998) . 

According to Nico (1998) bulk nower production is intcnci ed primnril )' for ""pmt 

to the European market, although there is increasin g cxport to the Asian 

market as well. "Th e quality of the flower is very good at th e time of harvestin g 

but the product lose s quality due to poor transport condit.ions. Africa used to 

produce primarily carnations, roses and summc r I'lOWCI·S. Nowadays, tile 

growing of roses is increasing, beca use higher prices can be obtained on the 

export markets. The assortment is focused on the European market because 

high transportation costs oblige growers to strive for a high value per kilogram" 

(Nico, 1998). 

Although there is no sufficient evidence when horticulture s tarted in Ethiopia , 

available sources point out that commercial horticulture was started 111 the 

early 1980s. Even though state farms in the Rift Valley were cngaged In the 

production of flowers on open plots it could be said that this attempt was not. 

generally successful because there was not private sector involvement to 
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promote the sector. As a result of this, the heavy subsidy the sector enjoyed 
from the government could not prevent it from incurring losses (EHPEA, 2005). 

Starting from 1992 and after the government adopted the free economy sys\('m 
as the main e ngine of economic development, many private fa rm s s ta rted to 
engage in flori culture production. Yet due to little a ttention given to the secto r, 
progress could hardly be registered at that timc. Howcvn , th c iIlCfC:t SC c\ 
interest in private farming has recently attracted private investors (partic ul a rly 
in the last three years), horticulture is actually under going a revi va l (EI-IPEA , 
2005). 

Horticulture exports from Ethiopia-particularly roses are growing rapidly a nd 
are seen as a success story in Ethiopia's efforts to diversify exports and reduce 
poverty. However, the sector remains fragi le and needs continued donor 
support if it is to continue to meet the high expectations of the government of 
Ethiopia and other st~keholders with respect to its ability to p rovid e a 
substantial Increase in employment opportunities especially for women , 
alongside a sizeab le a nd diversified sourcc of forei gn cxch:tllgc C:t flllll gS 
(EHPEA,2005). 

Most recently, more number of flower projects are spnngmg up particularly in 
highland rose production and export investment activities. Rose r10wer 
production encourages the booming future prospects of Ethiopia's f10rieulture 
industry. But it should be noticed that the country's floriculture industry is still 
at the nascent stage (Sisay, 200 1) . 

According to Sisay (2001), within and outside the area of the existing 
operational cut flower farms, faci lities and infrastructure conditions have thc 
following fea tu res. 
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Cold stores:- All export crop producing farm have their own could store at farm. 
Elfora Agro Industry built a new cold stores at Bole International Airport and 
expressed its readiness to rent the excess cooling space to other exporters. 
Power Generator:- For efficient horticultura l produc tion and market in g process, 
continuously maintained power supply is n ecessary. Those fa rm s USillg cil:c lric 
or diesel water pumps for irrigation and for cooling the product need stand by 
powe r generator to u se at the time of blackouts. Merti ,)eju farm of UJ\J\ [E:, , 
Ethiopia, Golden rose and both Zwai and qhibe farms of HOE have standby 
diesel power generators. 

UAAIE - Upper Awash Agro Industries Enterprise 
HDE - Horticulture Development Enterprise 
Road: All farms have road access to the nearby towns and to the capital Addi s 

. Ababa . Main asphalt road from Addis to Metehara and to Awassa is a very good 
opportunity. Similarly , on the Addis Ababa Jimma road, asphalt road from 
Addis to Tefki is completed before a year ago and Golden Rose has no problem. 
The road which leads to Wollega is under conduction. Most rece nlly appmvcd 
rose projec ts a re located bh this road and they will be more bencric i al~y when it 
is completed. Generally most of the projects including recenlly a pproved ones 
are found on th e a rea where there is access to road . Howeve r, there are some 
projects whi ch face the problem of access to road. 

Refrigerated Tru ck a nd Inland Produce Transport 
Etfruit provides refrigerated trucking service locally from farm to bole 
International J\irport and its major cuslOmers arc UAAIE, HDE: and E:thionora. 
Golden Rose use s its own refrigerated trucks for transporting its produce. 
Etfruit charges producers based on agreement reached with them for 
transportation service. 

Packaging Materials 

Ethiopian export flowers are packed by locally manufac tured corrugated 
carton s . The quality a nd strength of the cartons available in the local market 
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have shown improvem ent in the recent time a fter th e es tab li shme nl of Bu r8Yu, 

oxford a nd olher packing materia l factories. Ethio pulp 8nd paper fa ClOr h" s 

been main supplier of cartons to the f1 0r iculturc indu stry fOI" " lo ng t ime with" 

lot of compla ins from exporters on the s trength of the matcrial. 

Air Fre ight Cargo Service and Charges 

The exis ting major cargo transport service provider for horticultura l products is 

Ethiopian Airlines . Other airlines like Luftl1ansa operate in transporting cargo 
\ 

to European markets . 

Ethiopia n is operating two direct flights a week to Amsterdam (The Netherla nds) 

where s ignifican l proportion of flowers of UAAIE, HO E a nd Elhiof1ora arc so ld 

through auction. 

At prcscnt a ir freight. ch arge of Ethiopian Ariliens is dc l.e rmin erl "nnll:!lly 

through an agreemen t. with Etfruit on beh a lf of producers in the presence or 

them and other concerned government institutions like EEPA (Elhiopi a n J<:xPOrL 

Promotion Agency). Companies like Golden Rose sign agreement by them sel ves 

taking into account the consensus reached at the national level. 

Air freight ch a rge is sky rocketing from time to time m a inly because of high 

surge in fuel prices and lack (uncerta inty) of South bound cargo at the market 

destinations of Elhiopian horticulture products . During 1999 / 2000 for 

example , th e re was 7,437 tones available space for tra nsporting South bilund 

cargo but only 3,556 tones (48%) of its capacity was utilized which IS 

insufficient to cover its operating cos ts . Thi s implies that as the actual load IS 

lower than the maximum capacity, the cost per unit increases. In s pite or a ll 

these, Ethiopi a n exporters have relative adva ntage of tra n s porta tion cost (scc 

the table below). 
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Table 3 : Air Freight Charges Comparison of Ethiopian with other 

Competitor Countries in Flower Export 

Destination 
City 

Europe 
Estimate ------_.--
Franskfurt 
Amsterdam 
Paris 
Ostend 
Rome 
COjJenhagen 

---- ---_ .... _. -_.- . 

Lon don 
-----------

Addis 
----,--------=---,-----=-::-----_._-_._--

Departure City 
Ababa Bogota Nairobi Harare 
(liner) 

- --------
1 . ( JOI------j----i -.GO -- 2 .10 

-+ _____ +-_~1~.~60~1 ________ 2_._10_ 
2 .10 

O. 98=+ _ ___ +-_------'. 1~ . .:::6 :::...0 . _____ _ 2 .10 
2.10 1.( )0 1 .60 --_. 

l. 
, 25 

I ' 
L.....__ ._, 25 l.flO 2. 10 

Tel Aviv 

Source: Ethiopian Airlines, Golden Rose Agro Farm Cited in Sisay (200 1). 

As we can see from the table, compared to all other countries sited above except 

Israel, a ir freight charge rates offered by Ethiopian Airlines arc cheaper. For 

example , the charge rate from Addis Ababa to Rome is less by 60% and 1 10'Yt, 

than Kenyan and Zimbaowean charges to the same d estination. 

2.5. Difficulties and Problems in Export Marketing 

Export marketing is restric ted to some extent due to certa in diffi c ulti es o r 

drawbacks sLich as. 

• Difficulties of Distance: export markets are spread over lon g dista nce 

Naturally, the exporter will find difficulty in catering to long distance 

marke ts. Longer the distance , the more will be the transport of goods to 

the customers. 

• High Risks and Uncertainties: export marketing is subject to high risks 

and uncertainties. The risks may be both political and commercial. The 

political risks involve government instability, war, civil disturbanccs, etc. 

The commercial risks involve insolvency of the buyer, protracted dcf'ault on 

the part of the buyer, and so on. However, it is possible to overcome some 
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of these risks th rough purchas ing 1l1surancc policy from insu ran ce 

compames. 

• Diverse Languages, Cu stoms and Traditions: the export markets diffcr in 

languages, customs, and traditions. The exporter may not be able to cope 

up with these diversities . Therefore, the exporter has to be se lcc t ive. 

He/she should deal in only such m arkets where he/she can easily handle 

or overcome such differences or diveq;ities. 

• Different currencics, Weights and ~easures : different coun tries in th e 

world have their own system of weigh ts a nd mea surc s. So me co unt ri cs 

may measure in pounds, and others in kilograms, or in some othcr 

measures. Again, every country h as its own currency_ Eac h cu rre ncy h ;'1S 

different exc ha n ge rates. The currencies of so me countries a rc s ubj ect. to 

heavy f1u ctuations in exchange rates. 

• Customs F'ormalities : there are a number of cus tom s formaliti es in the 

export of goods from one country to another. Again, there are Customs 

formalities for the buyer, i.e., Customs formalities of the importing country. 

• Foreign Exchange -Regulation: export marketing is subjec t to foreign 

exchange regulations . For instance , in Ethiopia, all flower exporters have 

to give decla ration to the National Bank of Ethiopia (NBE) that they will 

realize the full value of exports within a period of six months. 

• Problems for Non-members of Trading Blocks: the countri es, whi ch arc not 

the members of powerful trading blocks like NAFTA , EEC, ASEI\ N, etc. , do 

face problems wh ile dealing with th e member co untries or the t l'ading 

blocks. Th c lrudillg blocks try to redu ce ur if' puss ib lc: cli lil ill '.ilc U-il,it: 

barriers on the m ember nations. However, they impose common external 

trade barriers on non-members nations. 

• Double-faced Competition: exporters in the international markets have to 

face strong challenges from the double-faced competition . The compctition 

is more severe and acute in the international m a rket. There arc direct 
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competitions from similar products and indirect competitions from 

substitute products. 

• Trade Barriers: export trad e is subject to a numbe r of tariff and non - LHrill 

barriers. Various importing countries do impose a va rieLY of IHxes and 

other formali ties. This c reates difficulty fo r the smooth now or goods and 

services among countries. However, efforts are now being rnade at. WTO 10 

reduce and simplify a number of trade barriers. 

Documentation Formalities: there a~e a number • of docu ments to be 

prepared in export. trade. In Ethiopia, for example, there arc more th a n 15 

documents that a re compulsory n eeded to facilitate Customs export. 

formalities (Biruk , 2005). 

2.6. Measures for Tapping Foreign Markets 

Export promotion depends upon the measures to be effectively im plemented 

which are introduced by the government. What is more importa nL is LO Lap Lh c 

foreign markets or capLure the foreign markeLs. 

It can be done by severaL ways. However , the following two ways arc impOrLanl 

to tap the foreign markets: 

I. Trade Delegations 

II. Trade Fairs and l.~xhibition (Trade Festivals) 

I. Trade Delegations 

Tra d e delegations are sponsored by one's country Ministry of Trade, Chamber 

of Commerce, Trade Associations, etc. Trade delegations become necessary to 

explore the export m a rketing opportunities and to promote interaction with 

importing community a nd governments. Trade delegations a re a lso necessary t.o 

tackle the problems arising in the export venture. 

Trade delegation s are sponsored by concerned parties of a country to survey 

the markets of many countries to collect useful in format ion a nd exp lore th e 

possibilities of products to be exported and promote interaction with the 

importing community and government 
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Trade delegations help in projecting the Image of a country's nor icultu re 

industry and th ereby promoting its image in the world. Thc problcms which 

m ay be purely technical and procedural can be sorted out by th c delegation. 

Roles of Trade Delegation 

Trade delega tion s playa significant ro le to achieve thc fo llowing objcctivcs: 

1. Study the product needs of particulct\ market 

11. Compare a country's products with ' the prod u ct of pOlcnlia l foreign 

competitors. 

iii. Analyze competitors' methods of exports and their pricing policics 

IV . Obtain general informa tion a bout import restrictions, distribution 

methods, buyers' general behavior and promotion technique . 

v. Interact with government authorities and business communities for 

useful information and measures to be adopted for mutual benefi ts of the 

countries. 

vi. Arrange trade fairs and exh ibitions aboard. 

vii. Ascer tain proper advertising media a broad and display means and rind 

out new prospect.ive distributors. 

viii. Familiarize the product aboard. 

II . Trade Fairs and exhibitions 

Trade fairs and exhibitions play very significant roles in the cut-Dower cxport 

marke ting. They are organized by the home government fully or sometimes by 

the home governmen t partly in colla boration with the foreign govc rnmen ts. 

Trade fairs a nd exhibitions are organized particularly to create awareness for 

the export of non-traditional products. 

As it is observed non traditional products are produ cts such tha t for some there 

is no enough awaren e::;s and in m a ny cases th ere is no awarene::;::; aL al l. Trade 

fa irs and exhibitions in such cases are very much helpful. fri endly countries 

come together and h old the se fairs and exhibitions . 
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Trade fairs and exhibitions both attract the visitors. National positions are often 

constructed where a fair idea of price, quality and a vailability of product is 

m ade availa b le to the prospective buyers . Both build up image of product and 

country in the minds of prospects. Trade fa irs a nd exhibition s serve as trade 

fe s tiva ls where exporters and importers around the world come together. They 

create a n opportunity of direct interaction between the exporters and impor\(Ts. 

Latest knowlcd g(; of tcchnologi(;al improv(;IT\(;nl ill lh ci r \·csJ.lcctivc i"i (" ld s (";1(\ IH" 

known from such festiva ls. 

These festivals are regularly organized in different parts of the world. leo r 

example in Ethiopia's Chamber of Commerce has also organ i%ed such fes ti va ls 

in Ethiopia and abroad for non-traditional items of exports. ANUGA food fa ir at 

Cologne (Ge rma ny), Ha nover Engineering Fair, Sport Goods Fa ir held in USA 

are the best examples of such festivals. 

Use of Trade Fair and Exhibitions 

Interna tiona l trade fairs and exhibitions are n ow becoming increa s ingly 

popular. These are the publicity tools where goods arc displ ay hy th e producers 

in an attractive manner in order to catch the imagination of th e vis iLing pub li c 

and attract them to gel interested in the objects or goods displayed. They help 

reach the public which may not be reached otherwise. 

In trade fa irs and exhibitions, generally, the goods are displayed, wit.h <J view t.o 

create the dem and on the market. Their working is demonstrated if the good s 

are of technical nature. Generally, goods are not offered for sale but they arc 

only displayed. However, sometimes consumer goods of small values are so ld 

there on cash terms. 

Thou gh fa irs a nd exhibitions had been the medium of trade s ll1ce time 

immemorial, their u sc, popularity and number have inc reased tremendously 

now-a-days. Trade fairs are general and large fa irs, wh ile exhibiLions mean 

specified fairs or 'solo' or 'company' exhibition s . 
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To put in a nut s h ell , the benefits of trade fairs and exhibition can be 
genera lized as follows: 

1. They play important role m trade promotion where media advertising is 
absent. 

11. They bring together potential importers and exporters or th e wO I'1e1 <I' " 
conven ient a place und faci litate trade. , 

iii . They provide opportunity to popularize the product and to interact wit.h 
potential exporters a nd importers. 

iv. The trends of development in genera l a nd of industry in particular ca n bc 
known . 

v. They enable participants and visitors to know about business opportunities, 
government policies, a nd assistance packages. 

vi. They provide scope for foreign investment in the trade and business . 
vii. They facilitate gathcring of competitive information. 
Vlll. They h elp manufactures in improving their sources of tcchnology, 

m a teria ls, customers and suppliers. 
ix. They gencrate business and bus iness enquiries in gene,...!. 
x. They help importers to know their sources of supplies. 

Types of Fairs 

1. Gen eral fa irs: all types of goods-consumer as we ll as indusLI'i<JI -<Jl'l: 
exhibited in general fairs. The participants come from domestic and 
interna tional m arkets. Separate pavilions (i .e . exhibition areas) are set up 
for each nations a nd domestic manufacturers or for a group of na tional or 
international m a nufacturers . Exhibits of one group are displayed in one 
pavilion . Such exhibitions and trade fairs are visited by business firm s as 
well as genera l public. They a re m edium of disseminating information or to 
make the public aware of the n ewly manufactured product which is about 
to enter th e market. 
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2. Specialized fairs: these fairs and exhibitions arc highly ~pceializt:d ill the 

sense that only specific products are displayed there. For example, the 

Auto Fair that was held a t the Addis Ababa Exhibition Center in ,June 

2005: Thi s fair was intended only for trade a nd indu stry ~lI1d for th" 

general public as well. Their main purpose I S not only to create deals 

immediately but also to have firs t ha nd knowledge or lechnical 

developments in auto's manufacturin g industries in varioLls cOLin t rics. 

Specialized fairs help to identify business partners on a long term basis or . 
to get ideas for product development and pla nning . They a lso help improve 

trade relations. 

Types of Exhibitions 

1. Solo exhibitions: these are organized by the Government of a country. 

Generally, the Export Promotion office or any other government agency 

organizes it in another country where the market prospects of its export 

products are bright. The exhibitions may be specialized whcre only a 

limited number of products that are important for exporting country. 

2. Company exhibitions : such an exhibition is organized by an exporting firm 

in another coun try to exhibit its own products. I I: m;'lY he open for Ir;H"\crs 

or for both traders and consumers. 

Both these types of restivals a re capable of removing misconception and 

negative attitude to the potential importers about the products, their 

technology, design, packaging, etc, they conceive. Direct sales can be booked in 

these festivals. It is found that these festivals fetch on the spot orders and on 

the spot sales (Biruk , 2005). 
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CHAPTER THREE 

3. Conceptual Fra m ework for the Project 

The conceptual framework to be em ployed in this study focu ses on cxporL 

marketing practices as well as the customs and bank clearing opera Lion s of 

Ethiopian floricu lture exporters . Among the issues to be discussed arc Lhc 

facilitaLors of inLcrnat. ional trade , the d if\ere nL fun c Lions of export. ma rke ting 

management and cuL flower export-rela'ted cu stom s a n d ban k clearing 

procedures and documentation s . 

3.1. Export Marketing Practices 

Exporters can be n atural or legal persons that a re engaged in exporLing goods 

from one's coun try Lo another across the naLional boarder or one or mO lT 

countries. They deal with their business parLner in oLh er eoun l l-Y who is 

phys ically aparL in Lhousands of k ilometers. In mosL 01 the cases Lhcsc Lwo 

parties a re not known intimately to each other. In addition Lo LhaL Lhey may 

come from different cL1Ttures; religion ; poli t ical and legal backgroufld ; and 

s pcak dirrerent: languages. Despite such ba rri ers t.h ey I rc\ll sclCl business 

dealings in h undred of millions in different curren cy in each Lran sacLion. Such 

dealings would have been h a rd to thin k , h ad there not been faciliLaLors of 

internation al trade playing an intermediary ro le . 

3.1.1. Facilitators of International Trade 

There are several participants in fac ilitation of international Lrade. An exporLer 

can draw on a greater number of p rofessional services-bankers, LransporLcrs , 

freight forward e rs, a nd insurers-for advi ce and assistan ce . The rollowing 

d iagram depicts th e parties that are a mong the active participants or 

international tradc. 
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I Transporters i 

I Banks I 

I I Exporters I 

Freight Forwarde"s/Custoll1 
Clearing Agents \ 

Figure 1: Facilita tors of International Trade 

I Insurers I 

Owing to commercial banks' vital role in export-import business activity, the 

exporter once conclude the sales contract with his/her counterpart importer, 

arrangcs thc delivery of documents to bc given to exporting ba nk. Tile 

exporter's bank, in turn, scrutinizes the documents and gets confirmation from 

its correspondent importer's bank. If there are no discrepancies in thc contcnt 

of documents, the exporter's bank will effect payments to the exporter outright. 

There are five modes of transport involved in the international transportation of 

goods. These modes include Water/sea transport, Railroad transport, Motor 

vehicle/Road transport, Air transport, and Pipelines transport. Owing to the 

perishability of cut Dowers, the choice of transportation mod e has a great 

impact on the industry competitiveness. Hence, a ir transport provides the 

fastest, and the most expensive means of transport. 

For the smooth f10w of customs clearing aetivitics In E:thiopi a n custo rns 

Authority/House , freight forwarders or Customs Clearing Agents (CCI\) play 

critical roles. Freight forwarding is the representation of a cons ignor or 

consignee locally or internationally in fulfilling customs, port and other 

formalilies for imporl and export cargo. The freight forwarder is a person who is 

licensed to carryout freight forwarding. In other words, freight forwarder refers 

to a service provider working from his / her premises and taking care of a range . 
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of operations rela tin g to his/her clien ts' goods : transshipmen t, handling, 

s torage and various commercial and administrative formalities. He/ s he is 

genera lly a lso a customs broker. 

The expo rte r must takc appropriate policies in order to in surc ri s ks a s PCI" lhe 

te rm s of sales contrac t. such as CIF (cost insurance a nd freigh L). Th e in suran ce 

policy is a lega l doc ument between th e policy ho lder a nd th e In SUrill1 C(' 

compa ny. It can be produced in the court Q[ law in case of a ny claim. 
" 

3.1.2. Functions of Export Management 

Floriculture export management is a comprehensive ac tivity a nd includes a 

variety of functions which an export m anager or a cut-flower export 

organization has to conduct. Such functions are directly and indirectly related 

to export operations of a business unit. Broadly speaking, export m anagemenL 

involves five managemcnt functions . They a rc as follows : 

> Planning, 

;... Organizing, 

> Team building, 

;... [';xeeution , a nd 

> Con trol. 

It may be noted thaL in every managemenL funcLion Lhe above menlioned 

activities a re involved. In export m a n agemen t, such ac tiviLies are direc Lly 

related to exporting of goods abroad. Here, it is possible to mention some 

important functions of export management. Some function s are as noted below: 

To conduct m a rke ting research in order to find out m a rket potential in 

different countries so that export efforts will be concentraLcd on ce rLain 

commod ities and on certain foreign markets which a re highly p rom lsmg. 

Thus, assessing overseas export opportunities is one im porta n t fu nc tio n 

und er fl oricul ture expor t m a n agemen t. 

To decide exporl objectives of Lhe organizalion alld lo prc pcrn: 

comprehens ive s hort term and long-term p lan s and progra m s lo ac hicvc 
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su ch well defined objectives and targets . In addition, to prc pa re aCLion plan 
for promoting exports. This function can be treated as planning functi on 
under expor t m anagement. 

To introduce product development and to procure or manufacLure qualiLy 
goods as per the specific needs of foreign markets . This fun c tion is to be 
conducted with the co-operation of cut-flower production farms and 
Research and Development depa rtment (R & D) of Lhe export organization. 
To prepare a nd execute long- term expor t promotion program s fore t.he 
flower varieties with promising overseas demand. 
To fix up the prices of exportable farms with proper care a n d caution and 
a lso to find out new designs for packaging of cut-flowers to be exported. 
To look a fter the advertising and publicity abroad a nd a lso to mai nt.a in 
effective communication with prospective buyers aboard. 
To look after prompt execution of export orders received through su itable 
packaging, transportation, documentation and invoicing and thereby to 
avoid inconvenience to foreign buyers. 

To analyze the eXflort policy of the governmen t a nd also the rules, 
regula tions a nd procedures connected with cu t- flower th c exporL trade a nd 
foreign exch a ngc . 

To look aftcr the opening of new branches / offi ces abroad in ordn to 
promote exports an d also for providing efficient services to fo re ign buye rs . 
To face the challenges of international competition. 
To evalu a te correctly the export incentives, facili tics and concession s 
offered by the government from time to time and to inLroduce suitable 
steps for securing the benefits of such ince ntives, facilitie s a nd 
concesSIOns. 

To look after the accounting and financial aspects of export transactions 
and thereby to make export transactions profitable to the company and to 
motivate employees through monetary a nd n on-monetary incentives a nd 
fin a lly to develop human relations in the export organization. In other 
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words, lo build a good team of personnel so as to achieve exporl largels 

fixed from time to time . (Biruk , 2005) 

3.2. Cut-flower Export Customs Clearing Operations 

Federal Negarit Gazetta in its 4th year issue no.46 unde r proclamation no. 

37/1998 defined Customs clearance and customs clea ring as follows: 

"Customs clearance m eans a process of fulfilling customs' fo rmalities for import 

and export cargo on behalf of consignor or cGlnsignee within customs station." 

"Customs clearing is a system set by the government to m a ke importers a nd / or 

exporters or individual and / or groups pay revenue taxes a nd follow lcga l 

procedures when they sell /take out goods to abroad a nd buy/bring goods from 

abroad." 

3.2.1. Export Customs Clearing Procedures 

An Ethiopia n flower exporter for effective clearance of th e cut flowers from the 

Ethiopian Customs Aulnority needs to follow the followi ng three strlgCS: 
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First stage Second stage 

Application and registrati on Request for delivery 
of export order instruction from buyer 

Filling the Customs Declaration Book spacy through 
annex Form (CADF) freight fo rwarder or 

directly with ca rri er 

Production and Qua lity Contro l 

Decide on the package 
detail s 

Quality Testing and 
Ce11ifi cation 

~ 
Movement Requirements 

Third stage 

Confirmation of booking with 
freight fo rwa rder/carri er 

---~ 

~ 
Instruction on the mo vc mcnt 
of cargo from fl ower [""nns to 

the Air port 

,--___ J .. -

J Advice on ["rcight 
booking 

~ 

I Issuance of Airway Isill 

~ 
Fi ll Customs Declaration 

Form (CDF) 

~ 
Insurance o f Export Cargo 

Advice of distribution of 
documents 

~ __ ....J. ____ _ 

Bank ing instrllc ti on i.lnd 
paymcnt 

J )oc l lll1 l'l1! ; 11 i on 

Figure 2 . Export Customs Clearing Procedures 
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First Stage 

This is the stage where the decision to accept the order is made 

a. Application and Registration of Export order: at this s tage a n Ethiopian 

f10wer exporter will normally need to produce internal instruction s on thc 

"work": production and preparation of the cut f10wer for th e cxport order . 

Paper work a t this stage will include a letter, fax or te lcx-ordc r­

acknowled geme n t to the buyer. Here , the exportc r s ho ulcl: 

I. Check and hc sure that: th e export. li cense is still v,dir\ 
, 

II. Register the export order with a commercial bank that will In turn issuc 

the export permit for t he particular consignment. Undcr th e ncw 

regula tions all exports except coffee have to be registered with a ny of thc 

commercia l banks, only the registration for coffee exports rcmain s at thc 

National Bank of Ethiopia. 

When the export contract is fina lized, submit a copy to the res pectivc 

commercial bank by any of the following methods, hand delivery, fax, te lcx or 

post. The export sales contract should stipulate th e method of paymcnt for th c 

export consignment, e .-g.. payment in advance , payment after s hipm ent by 

documenta ry credit or cash agains t documen ts. Below is a li s t of cop ies of the 

export con tra ct rcquired by the Commercia l Ba nks. 

Methods of payment 

Lette r of Credi t 

Adva nce payment 

Cash against Doe urncllts 

Consignment Note 

Copies to be submitted 

6 copies 

5 copies 

5 copics 

5 copies 

b. Fill in the Customs Declaration Annex Form (CADF): after properly filling the 

COAl", it will be issued to the Commercia l Bank's International / Foreign 

Banking Division (IBD) where the Letter of Credit is to be processed. 

c. Productions and Quality Control: during preparations / sourcing/ or 

production of the export goods, the exporter should endeavor to follow 

precisely the s pecifications of the goods to be supplied in complia nce with 

the product description in the export contract. Quality control s hou ld sLa r-t · 
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from the purch asi ng of raw m a terials and inpuL righL Lhrough Lhe 

production process. It is a big mislake Lo worry abou L qualiLy eO Il Lrol aL Lile 

final inspection stage. 

d. Quality Testing and Certification: when products are ready, the cxporter 

should m ake a rrangements for suita ble packin g and apply using Scrvice 

Request Form to the Quality and Standards Authorily of Ethiopia (QSAE) for 

quali ly testing. Thi s depends on the \ature of the product to bc exporlcd. 

For example, in our case for the export of cut-flowers which are farm -
\ 

processed ones, p la n t protection department in th e Ministry of Agricullure 

issues psytosa nitory certificate. For exports of Meat products the exporler 

requires Veterinary Certificate for the healthiness of the product issued by 

the Ministry of Agriculture Veterinary Department. Cerlain import.ing 

counLries requirc !-l a la l ccrtificate which means Lh;lt th e eX j1o r lr-rs is lin,ilcri 

to u se Halal export abattoirs. 

In the case of Live Animals, the requirement is that lhey should be 

quarantined a month before export. After the trealmenL t.he QWlranlinc 

Certificate is issued to enable the exporting of the livestock. 

Wildlife and wildlife products (mammals, reptiles , birds and planls (dead or 

a live) and article manufactured there from, e.g. tanned skins, moun led 

specimens, ornaments incorporating skins , etc, require CITES Certificate. 

e. Movement Requirement: the regulations of the importing country require 

certain documentation to accompany the consignment. For exports from 

Ethiopia to qualify under Preferential Ta riff Schemes there is a neeo for 

documenta ry evidence indicating that the goods are originaling from 

Ethiopia. Th e cerLificate of Origin mu sL be completed for the exporter 10 

quali fy under the Preferential Tariff Schemes. 

ExporLs lo the European Union countries requ ire lh e exporler 10 rill ill Ill(" 

EUR I Movement Certificate. For the time being lhere is no special movemenL 

form/certificate for export goods from Ethiopia to the COMESA membe r 

states: the completion/ filling of the Certificate of Origin and Cusloms · 
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Declaration Form will suffice . The COMESA form is supposed to be in usc In 

the immediate future. 

The a bove-mentioned Certificates of Quality a nd Movement IllU St. a ccompany 
a ll doeumcn ts for s u bmiss ion to the Cu StOIll S 1\ U t.hori I.y . 

Second stage 

This is the stage of readiness to a rrange cargo m ovemen t or request for the 
delivery to the m a in carrier. The stage involv.~s the following three s teps : 
a. Request [or delivery instruction [rom buyer, e .g. FOB, CIF i[ the terms were 

not agreed upon in the contract. 

b. Book space through Freight Forwarder or directly with the carrier (Reques t). 
c. At this stage the cxporter should decide th e package details includi ng 

weigh ts, m easurements and cube. Norma lly the shipping pcrsonnel decidc 
package m arks , which will reflect th e nature o[ the goods. Sto rage, packing 
a nd label ing must comply with the regu lations a ffcc i in g I h(' c:II'['i<lg(' of I il(' 
goods by air tra n spo rt. 

Marking an d label ing involve stenciling the words a nd letters 1.0 be used for 
consignment. Besides this , other information placed on the packages arc : 

I. Point of dispatch. 

II . Port of destina tion. 

III . Order number 

IV .Ca se or box number, and 

V. Weight or measurement of the package 

In con tra st gross weight and net weight are s h own separately . The s hipping 
marks a re sh own on the consignment on each bundle or box on th e outer 
space, to enable that it. may be seen even from a d istance 
In ge ne ral it is thc importer who gives his / her initials to be used as silippi ng 
marks. As a r ule, Lh e; following instructions can be give;n: 
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.:. The name of the Country of Origin should appear above thc sYllll)ol, w ilicil 

may be a ny figure s uch as star, rectan gle, circ le, etc; 

.:. The name of the Port of Destination appears at the bottom of t.h e sym bol; 

and 

.:. The number of each individua l package appears below the Port of 

Destination. The packages In the consignment shall be numbcred 

consecutively . Thus, for a consignment consisting of 100 pac kages, thc 

numbering can be 1/ 100, 2/100.3/10'0 ... 100 / 100 . ., 
However, when there are no instructions from the importer, the exporter is free 

to use his/ h er own shipping marks. 

It is very common amon g th e traders to adopt, as a part of markin g, a sirnplc 

design such as a c ircle, a d iamond, a square, a star or any other mark e,lsily 

reproducible by s tenc iling. It is necessary to have identical marking on the 

packages relatcd to onc buyer to facilitate casy identification at the t.ime when 

the buyer takes delivery. 

For example; inside the-pattern there may be on e, two or three letters and 

below these letters is the buyer's order number. On the top or at the sides 

outside the pattern, there may be two or three letters, indicating the cxporter's 

initials. Below thc pattcrns is the name of the d estin ation port. When thc goods 

a re to be transshipped on route, the mentioning of the fina l port of destination 

is followed by the words, 'via .. . ' the transshipment port is written in th e b lank 

space. 

Marking or Labeling is necessary due to the following reasons: 

o Case marking he lps in th e identification of pac kages by the buyer at the 

destinalion porl. 

o IL helps in avoiding mixing of goods with similar consignment at the time of 

loading and unloading by the illiterate worke rs at various ports en-route to 

destination port. 

o Shipping companies insist on such markings. 
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• There are legal compulsion regarding ma rking in some coulll rie s and 

importing coun tries a nd these should be fulfilled to avoid heavy pena lti es . It 

require s that weights and measures, contents and country of or igin shou ld 

be known s tated on the package legibly. 

• Through the marking and labeling the contents of the package may be 

known without removing the outer packing case. 

Thus marking on cases or packages h elps everyone concerned, I.e., the 

exporters, importers, shipping companies ~nd the custom authorities. 

" 
Third Stage 

Upon knowing the name of Vessel, Cargo receiving dates, Birth ancl Port of 

destina tion, the exporter should obtain and/ or fill: 

a. Confirma tion of booking with Freight Forwarder/carrier 

b. Instructions on the movement of cargo from Oower farms to I he I\irpol-t 

c. Advice on frei ght books 

d. Shipping note with precise shipping instruction s to ensure that the main 

carrier or forwa rding--agent is aware of cargo handling a nd docu mentary 

requirements / disposal (i. e. issuance of the Airway Bill) 

e. Customs Decla ration Form (CDF) through the Customs Clearing I\gents 

(CCA) to avoid cos tly delays the exporter declares all facts. The export 

consignment and supporting original documents should be supplied to the 

agents to en able cus toms formalities and authorization of the dispatch of th e 

export goods. The expor ter must handover the following documents to the 

Agents together with Customs Declaration Form (CDF). These inc lude: 

I. Export permi t, 

II . Copy of the ClisLoms Declaration I\n nex f"orlll (st;tl11pcd wi l h s'Ti,li 

number of the bank) ; 

III . Commercial Invoice; 

IV. Certificate of Origin signed by the Ethiopia n Ch amber of Com merce; 

V. EUR I Movemen t Certificate when exporting to the Europea n Unio \l 

markets 
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VI. Generalized System of Preferences (GSP Form A) and Certificate of Origin 

when exporting to countries offering the Generalized Systems of 

Preference s such as USA, Japan and EFTA (European Free trade Area 

that consists of Switzerland. Norway, Iceland and Liechtenstein). 

f. Insurance of export cargo-issuance of Insurance Certificate or Policy 

document 

g. Advice of distribution of documents 

h. Banking instructions and payment 

I. Transport documents including: 

• Airway Bill 

• Railway Consignment Note 

• Road con s ignment. Note . 

3.2.2. Export Customs Clearing Documentation 

Export transac tion requires many documents to be submitted to various 

authorities. To this effect cut flower exporters have to take special care in the 

preparation of these documents. Export documents fac ilitate the flow of goods 

and payment there of across the nationa l boundaries. 

The two broad groups of export documents arc commercial dOCLllllcllts a III I 

regulatory documents. 

Commercial document.s physical effect the transfer of goods ane! their riLle frol11 

an exporter to an importer. They a re further classified into principal docul11cn ts 

and auxiliary documents. 

Regulatory documents are those documents which are prcscribed by thc 

Government regula tions and hence their presentation is compulsory. 
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Types of Export Documents 

I 
I Commercial Documents I I Regu latory Doc umen ts I 

I I 
I Principal Documents 

I 
I Auxiliary Documents I 

I I 
• Commercial InVOice , • Export applica ti on 

• Packing lisl • Pro forma invoice · l-!cc<..:ipl ro r pUy lll<:lIl ur 

• Airway bill lAW 13) • Intimation for inspection I\irport charges 

• Combined transport • Shipping instructions • Vehicle ticket 
document • Insurance declaration • Exchange control declaration 

• Certificate of • Shipping order i.e CDAF 
inspection • Application for certificate • Freight payment certificate 
/ quality control of origin • Insurance prem ium 

• Insurance ce rtificate • Letter to the bank for payment cert.ificat.e 

• Certificate of origin Collection/ negotiable 

• Bill of exchange and • Customs declaration form OF) 
Shil'm."t ~d"icc dQG'Im."ts 

Source: Ethiopian Customs Authority 

Figure 3 Types of Export Documents 
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Whether commerc ia l or regulatory, a ll these doc ume nLs can be Llf;a in cl<lssificri 

on th e basis of their needs and requirements as: 

Documents Related to Goods Documents Re lated to Shipm ent 

• Invoice • Shipp ing Bill 

• Packing li stlnote • Certificate of Movcment 

• Certificate 0 [" origin • Airway l1ill (A WI1) 

Export Document 

Documents Related to Payment Documents Related to 

• Letter of cred it (LlC) \ Inspection 

Bi ll of Exchange (B/Ex) • Ccrti ficatc of' In spect ion • 
• Bank certificate of payment 

Documents Related to Foreign 
Exchange Regulations 
• Customs Dec laration An nex 

form (C DAf) 

Figure 4 Export Doeumenls 

The above staled documents u sed in our counlry during exporL Lransac ti ons 

are current and usually acceptable in international trade all ovcr thc world. The 

significance and particula r s of only the pertinent documents fo r cut flower 

exports are discussed as follows: 

1. Export License: Export license refer s to a document given to the designated 

exporter that permit him/ h er to expor t products out of the territory o r a given 

country. An application for export license s hould be submitted to the Ministry 

of Trade and Industry who in turn issues the export lice nse . Th e documents 

required for the issu ance of an export license are applieaLions in lwo co pi es, the 

principal registration certificate, passport size photograph , an investment 

permit and residen ce permit if there is partnership, and memo randum and 

articles of association or contract of partnership. 

The export license covers duration of twelve months. Al the end of the duralion , 

the license has to be ren ewed not latter than lwo months in to th e nex l riscal · 
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year as IS In accordance with Ethiopian Law (http: //www.ethiomarket.com/ 

EEPA/ econ- trade/ export-registraion.htm. Accessed on July 5, 2007) 

2. Pro-fonnal invoice: This type of invoice is prepared by the exporter and may 

be required in advance for license or Letter of Cred it purposes . The document 

includes the date, n ame of consignee, quantity a nd description of th e goods , 

marks, a nd measurements of packages, cost of the goods , pack in g, carriagc , 

freight, postage, insurance premiums, terms of paymc nt, etc. 

3. Export purchase order (from the buyer): Should gencrally be on the importer's 

company letter head and should at least specify: Items requ ircd; Quantity; 

Price; Shipping dates; Mode of payment; and Packaging in s tructions. 

4. Commercial Invoices (from seller): The commercial invoice gives details of the 

goods and is issued by the seller (exporter). It forms the basis of lhc 

transactions between lhe seller and buyer, and is completed in accord with the 

number of prescribed copies required . Us ually it bears lhe expo rte r 's own 

headed invoice stationery. The invoice gives a description of the goods, staling 

prices and te rms exactlyas specified in the credit, as well as shipping ma rks. 

Overall, it should at least specify: Name of seller-Consignor; Na me of buycr­

con signee; Full description of the goods; Quantity of thc good s ; and Value of the 

goods (stating whether FOB , CIF or FCA). The value s h ou ld be stated in 

acceptable foreign cu rre ncy e.g. U.S Dollar, Pound Sterling. 

5. Consular Invoice: Th e consula r invoices are issued at the consu lar office and 

a fee is payable on certification which is often based on a percentage value of 

the Commercial Invoice value of the goods. The consul of the importing country 

retains one copy, returns one copy to the shipper, and forwards fu r ther copics 

'to the Customs Authorities in his / her own country. The consular invoice may 

be used in some circumstances as a Certificate of Origin. The forms arc 

available from consuls or possibly through Chambers of Commerce a nd freight 

forwarders. In many countries both the Consula r Invoice and the Commercial 

Invoice are required. 
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6. Customs In voices: It may be required by the Customs Authorities of thc 

importing country. An adequate number should be provided for the use of the 

Customs Authorities overseas. 

7. Customs Declaration Annex form [CDAFJ: This form is for exchange control 

purposes and s h ould be filled for each export consignmen t. The form has to be 

filled in nine copies . Five copies to be submitted to the commercial bank . Thc 

remaining copies should be h anded over to the agents fo r distribution with the 

other relevant documents . The exporter has to fill in a ll the relevant sections . 

8. Exchange Control I?equirements: The princ ipa l require mc n t of cxcl""l~t' 

control is that expo rt proceeds be realized in the prescribed ma nn er, I.e. 

payment for exports must be received in Ethiopia not late than 3 months (90 

days) from the date of exporta tion and in any of the acceptable freely 

convertible currencies. (Should there be delays in payment-an extension of thc 

th ree months can be given by the bank). The major currencies acceptable in 

Ethiopia a re: Euro; British Sterling; United States Dolla r ; .Japanese yen: 

Canadian Dollar; Dj ibouti Franc. 

9: Certificate of Origin: a- Certificate of Origin IS a signed s ta tement providing 

evidence of the ongm of the goods . Although the Certificate of orlgm IS 

prepared/ filled by the exporter or his/ her agcnt, it has to be issued in ;1 

mandatory form "nd shou ld be certified by a independcnt offic i,li <lrg' ll1i ,.'11 i()11. 

In this case, the Ethiopian Chamber of Commerce and the Dire Dawa chamber 

of Commerce are curren tly offering the service. 

The document contains details on the export shipment to whi ch il rela tes , 

states th e origin of thc goods and bears the s ign a ture and seal or s tamp of the 

certifying body i.e. Ethiopian chamber of Commerce. The exporter has to fill 111 

a ll the relevant section of the Certificate of origin form. 

If the m ethod of payment for the goods is through Lette r of Credit, the 

Certificate of Origin should be presented to the bank a nd the detail s on the 

certificate should be consistent wi th other documents . 
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Under the different Tariff Preferential Schemes, the types of forms applicable 

vary. The following forms a re requi red as documentary evidcnce for the export 

goods to qualify for the preferentia l treatment . 

... EUR I movement Certificate Form: for duty free access into the European 
Union m arkets 

.~ GSP (Genera lized System of Preferences) Form: for duty access in to USA, 

J a pan and EFTA countries. \ 

The exporter must be careful to furnish t)1ese documents 1.0 the buyer Clnrl 

" ensure th at they can be identified with the export shipment so that thc goods 

can ben efit from any waiver, exemption or reduction of duties. The forms 

should also be submitled to the local Customs Auth ority for approval. 

10. Customs Declaration Form (CDF): this is th e Customs document that givcs 

all the particulars about a n export shipment. The form can be obtained froill 

Customs Office or any Customs Clearing Agent (CCA) . The expol·tcrs should fill 

the Customs Declaration Form (CDF) accurately-ass istance ca n Ix sougilt fmlll 

the Agent on the necessary s teps to be followed in completing the Customs 

Declaration Form. 

When all the details have been entered on the Cu stoms Declaration Porm , it 

should be submitted together with other relevant documents to the CCJ\ for 

final submiss ion to the customs Authority at the place of export. 

11 . Transport Documents: to facilitate the movement of the goods, transpor t 

documents wi ll be issued by the carrier. The type of document depend s on the 

m ode of transport. If the mode of tra nsporta tion is Sea then Bill of Lading; Air 

then Airway Bill; Rail then Railway Consignment Note; otherwise if it is to be 

Road the Road Consignment Note. 

The following table summarizes the Export Customs Clearing proecdun·; ty pes 

of documents that should be p resented; a nd where these documents arc 

originated. 
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Table 4, Summary of Export Customs Clearing Procedure and its 
Documents 

.~-. 

Exporter Procedure Document(s) The ori"in of the Doell mcnt --- ._. 
l. Order Acknawledgement Exparter Order BuyeriI m parter 
2. Final izatian .of Ex part Cantract Expart Sales Agreement Buyer/lmparter and 

Scl lcr/ l~xpon~ r --- -.-. 
3. Applicatia n .of Export Expart permit Any Cammercia l Bank 
4. Registratian of expart Customs Declaratian Any Cammercial Bank 

cansignment Annex Farm 
5. Applicatian far Quality Testing Quality Testing Farm Quality & Standards Aut hmily 

\ of Ethiopia. __ 
6. Quality Testing and Quali ty assuranye Quality & Standards Aut I1mil)' 

Certification Certificate of Ethiopia 
Expart Autharizatian " " " 
Certificate 
Psytasanitary Ceni licate Ministry 01- Agr i cliltur~ 

V cterinar), Ceni licat~ .. .. .. 
--, - , . . --.- ----.-.--~ 
7. Compliance with I~u lcs or Ccrtilkate or Origin I·:th iopia ( 'h'lI uher 01' 

Origin Camm~rc~ 

Dire Dawa chamber or 
Cammcrce 

8. Campliance with Preferential EURI Certificate Customs Authority 
Tariff Sehem~s OS!' Form 1\ " " 

-- ._. -

9. Insurance of Cargo Insurance Certificate Insurance campany 
IPalicy 

- __ - o. 

10. Custams Dcclaratian Customs Declaration Custams I\uthorit y 
Form 

I I. Movement of Cargo from Transport Documents: From main carricr Sh ipp II1g 
Exporter to Buyer Bill of Lading line: 

Airway Bill EAL 
Raad Consignment Note Road transport 
Rail consignment Note Eth ia- D.iib~l:ti '3:ailway Cu. 

3,3, Cut-flower Export Bank Clearing Operations 

In this section of the paper different m ethods of pay ment u sed in noriculture 

exports are discussed. In addition a ll the neccssary docLimentations required 

by an exporter in order to effectivcly clear the ex port l.runsllclioll lilmll g il lil(' 

banking system using the letter of credit a re presented. 
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3.3.1. Methods of Payment 

Payment methods are determined to a large extent by Lile degree ur eUIlLrul 11",1 

the exporter des ires to retain over the merchandise, as we ll as th e lime limiL 

that has been placed upon the extension of credi t. Basica lly Lh ere arc fi ve 

different ways in which credit is extended a nd payments are made: 

Advance Payment 

Receiving the funds In advance is the ~est method of payment from the 

exporter's view point. Cash with order (CWO) avoids any risk on order with new 

buyers with whom the exporters have little or no knowledge . Payment may even 

be requested before production begins. In reality this is a rarely u sed method, 

as it m eans a buyer cxtending credit to the producer, wh ieh is a reversal of 

normal trade practices. 

An a lternative form of this a pproach is cash on delivery (COD) whereby t.he 

goods are delivered, perhaps by courie r or haulior dependin g on lhe size of the 

order, and payme nt is r:2ade before the goods arc released. Numerous "irlin('s 

have facilities at th eir terminals for making delivery of merchandise against 

payment by the consign ee . Where these facilities are available, a convenient 

m eth od is a fforded by shippers for collecting payment. 

Open Account 

While advance payment offers the greatest security to the seller, open accou nt 

is at the oth e r extreme, providing the least security. In this m ethod , the goods 

and the appropriate documentation are sent to the buye r , wh o has agreeu [0 

pay within a certain number of days (as s pecified on the invoice) from the datc 

of the invoice. This is usually a m aximum period of 180 days bu t cou Id be 

30 ,60 or 90 d clYS. The huyer will remit the money 10 I h e ex pori er hy '1Il "gr('('d 

method. Clearly th is method depends on a degree of trust between the buyer 

a nd the selle r. They will respect each other's bus iness integrity, probably 

through a lengthy period of trading. 
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A variation of open account is consignment account, where an exporter 

supplies an internation a l customer in order that stocks a rc built up in large 

enough quantities to cover continual d emand. The exporter re tain s owncrship 

of the goods until they a re sold, or for an agreed peri od, aftcr which thc buyc l­

remits the price to the seller. 

Bills of Exchange 

An exporter can send a bill of exchange fo r the valuc of the invoicc of goods [o r 

cxport, through the banking system for paymcnt by an overseas buyer on 

presentation. A bill of exchange is legally defined as 'an unconditiona l order in 

writing, addressed by one person to another, signed by the person giving it , 

requiring the person to which it is addressed to pay on demand or at a fixed or 

d eterminable future time a sum certain in money , to, or to the orcle l- of, a 

specified person, or to bearer'. The bill is in effect similar to a cheque/check, 

which is drawn, on an international buyer or even a third party as designated 

in the export contract, for the sum agreed as settlement. 

There are different types of bills of exchange. The s ight clrafl is made out 

payable on demand when it is first presented to the purc haser. If the bill is to 

be pa id at a fixed date or a dete rminable fu ture date wh en it is ca lled a term 

drafl because the buye r is receiving a period of credit. In both cases th e buye r 

indicates an acceptance to pay by writing an acceptance across the face of thc 

bill. 

By using a bill of exchange in conjunction with the s hipping document.s, the 

exporter is given a grcater degree of control over the goods. Thi s is because 

until the bill is paid or accepted by the buyer, the bank will not norm al ly 

release the shipping documents, so the buyer is unable to take delivery of lhe 

goods. 

Th e detailed usc of bill of exchange is as foll ows . The expo l-Ler C; 11l pass" bill of 

exchange to a local (domestic) bank. This bank sends th e bJlI to its 
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international branch or to a corresponding bank in th e buyu 's coun t ry . This 
bank is known a s the collecting bank who then p resents the bill to Lh e 
customer for immediate payment if it is a sight draft or for aecept<ln cc if it IS " 

tcrm drart.. This procedure is known as clean bill collection because thuc arc 
no shipping documents required. 

An a lternative to th is method is the documentary collection method of paymcnt.. 
\ In th is case, the shipping documents are serit through the banking system with 

the bill of exchange including the document of title to the goods (a bill of 
lading). The international bank then releases the documents on payment or 
acceptance of the bill of exchange by the international customer. 

·It is a lso possible for a n exporter to use the banking systc m for eas h aga in s t 
documents (CAD) collection . [n this case the shipping documents arc se nt to 
the bank, which only releases them once the cxporter has conl'irrncd that 
payment has been received. 

[n addition, the exporte;:- can send all the documentation direcLiy to the 
international buyer's bank, which is known as direct collection . Howcver, this is 
a little less secure than using the services of the domestic bank if something 
goes wrong with the process, for example, if the goods are delayed resulting in 
the buyer refusing to pay. The domestic bank will be able to assist the exportcr 
with, for example, warehousing and/or reshipment. Por the smaller exporter, 
having another organization on 'your s ide' may prove invalua ble in difficult 
circumstances. 

[n a ll methods of payment using a bill of exchange oullincd auovc , a IJrOl1lissoJ'Y 
note can be used as an alternative. This is issued by a buyer who promise s to 
pay supplier a certain a mount of money within a specified time. 
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Documentary Letter of Credit 
While the documentary bill collection previously discu sscd p rovides some degree of security to t.he buyer and seller an even more secure me Lhod is LO conduct the transaction by a documentary letter of credit . Thi s d oeumenL is sent usually via a domestic bank in the exporter's country, and is the mea ns by which the exporter is paid. 

The documents must be correctly comple~d and presented to a bank by the \ expiry date of the credit. If the terms of the credit are met, an exporter can receive payment from a domestic bank. The buyer is effectively providing the exporter with immediate payment, in return for a gu a ra n Lee from , 1 i.J;mk t il:l1 the export documents I·equired to deliver the goods have been eomple1.ed to Lhe bank's satisfaction. 

Remitting the Money 
Most banks will offer a range of services to help the exporter receive paymen L from interna tional CUSl.Omers , whether they are dealing on open accoun t Lerms or u s ing the security provided by documentary service. Most will offer e lectroni c payments, forei gn c un-ency accounts, or e lcc Lronic banking via a PC in Lhc exporter office . Facilities such as SWIFT (Society of Worldwide Inter-ban k financial Telecommunications) allows leading banks around the world to process billions of electronic payment messages each year. 

Individual banks brand their own particular system but essentially the same basic technical service is being offered, for example, the bank of ScoLland has TAPS (Transcontinental Automated Payment Service) whi c h is re levan t for remitte rs wish ing 1"<) P,lY low value, high vo lumc l·c pcaL pUy lll t: II!.S sucil as pensions, sala ries , magazine SUbscriptions, a nd in s ura nce premiums. In Lhe technically complex area of documentary servi ce s the bank provides serv ices such as advising, negoLiation a nd confirming letters o f e rediL, and providing discounLing and co llec t.ion services. [n paymcnL services the bani< has pa per syste ms via in ternational drafts and electronic system via corpora tc HOBS, a home banking system for business. (Andrew Macauley . 2001). 

53 

\ 
I 
I 
1 

I 



3.3.2. Organizing Export Bank Clearing Documents 

Presentation of Documents to the Bank 

The exporter who is processing payments under Letter of Credit, when 

preparing documents for presentation to the designated commercial bank, the 

respective banker wi ll check the documents agains t thc presc ribcd J)ocu mCIllS 

Drawn under Credit Checking Form. He/ she would c h ec k wheth er 

o All the docu ments are presented within expiry date; 

o Goods are shipped with in the stipulated period; 

o Documcnts arc pn:sented to the bank within twe nty-olle days (o r as 

specified by the respective bank) of the d ate of sh ipment/dispatch or such 

shorter time as laid down in the Letter of Credit; 

o The aggregate amount of the drawing is within the credit amount; 

o All documents requiring endorsement are correctly endorsed for example, 

bills of Exchange, Insurance document and so forth; 

o Invoices contain exact credit description; 

o Invoices arc addressed to the importer; 

o Invoices contain exa~t license numbers and/or certifications requ ired by 

credit and such certifications are signed, and mu st be worded cxaclly as 

specified in the c redit; 

o Invoi ces show lerms of shipment mentioned in the credil; 

o Quantity, weight both gross and net, shipping marks, unit pri ce, eLc. agree 

with credit and with a ll the relative documents; 

o Airway bill s how goods 'on board' a specified named vessel; 

o Airway bill is show correct name and address of notify parly; 

o Air way bill s are in a full set of signed originals or as called for by the c redit; 

o If FOB shipment, ensure Airway bills show freight payable at destination; 

o If C&F or CW shipment, ensure Airway bill are marked 'freight paid' or 

'freight pre-paid', 

o Insuran ce document is in currency of credit; 

o Insura nce is for correct value (for example, as s pecified in the crcdit); 

o Insurance is covers all the risk as specified in the c red it ; 
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o Original Letter of Credit accompanies th e presentation; 
o The insurance doc ument is dated prior to di spatch of the goods or 

specifically states that is effective from s h ipment date; and 
o Insura n ce certificat.e is n ot presented wh ere c red it stipu lates Insurance 

policy. 

The exporter when handling th e Letter of Credit must r igorously adopt lhe 
fo llowing checklist. It includes: 

I. Is it confirmed hy co mm ercia l banks whcr.e the imrOrlC I- ope lwd I I,, ' L"I I,,!, "I" 
Cred it? 

2. Is the quantity described correct? 

3. Is partial shipment permitted or required ? 
4. Is the Let ter of Creel it irrevocable? 

5. Is th e name of the expor ter and that of the cus tomer spelt correctly? 
6. Does the named destination quoted agree with the Letter of eredit.? 
7. Are the followin g needed? 

• 

• 
• 

Export license 

Import license. 

Exchange li ce nse. 

8. Is the Lelter of Credit amount su fficient. to th e qllol<ltion') '1'1,,' l'ollil\\'il'1~ 

aspects should be checked: 

• Cost of goods plus profit e lement. 

• Inland transport. cost to ship, including storage and handling charges at 
port. of loading, o r s imilar charges relative to a irfreigh t 01' ui rl'reigltt. 
ch a rges. 

• 

• 

• 

• 

• 

Freight or airfreight charges . 

Forwa rd ing fees. 

Consular fees . 

Insurance cost. 

In spection and/or miscellaneous ch a rges. 
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9. If it is 'on -deck' cargo, does the Letter of Credit authorize 'on -deck' shipment 
10. Compare th e con t ract of sale with the Letter or Credit to ensure its 

compatibility. 

11 . If a chartered vessel is involved, does the Letter of Credit state charter 
pa rty / Bill of Ladin g acceptable? 

12. Can the exporter comply with the Insurance risk required in the Le l\ cr or 
Credit and docs the credit requires a policy or certificate') 

13. Does the expiration a nd s hipping date givc su ffi cient tillle to nSSllrl' 

payment? 

14. Is the Letter of c redit irrevocable? 

15. Can the cxporter obtain th e following releva nt execuLCd documcnts to 
con form with thc Letter of Credit? 

• Bill of La ding 

• Air Waybill 

• Parcel post receipt 

• Invoice packing list 

• Consular invoice 

• Certificate of Origin 

• Insurance policy / certificate 
• Certifica te of inspection 

• Certificate of qu a li ty 

• Certificate of health. 
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CHAPTER FOUR 

4. Findings and Analysis 

4 . 1. General Characteristics of the Population 

This chapter prima rily concentrates on the analysis of da ta gathc red through 

observation and interview. For the purpose of obtain in g th e dal" . Ihl"{:c cu i 

Oower farm s. name ly Coldon Rose, ENYI a nd Ethio- Dream arc observed. 

The other sources of the data are the a n alysis of documents a nd interviews held 

with personnel from the Ethiopian Custom s Authority (ECuA). Ethiopian Export 

Promotion Agency (EI<': PA). Ethiopia Horticulture producers a nd Exporters 

Association (EHPEA). I ~thiopian Investment Agency (ElA) as wc ll as a ll ot.her 

pertinent stakeh olders. 

4.2. Analysis of Cut-flower Export Marketing, Customs and 

Bank Clearing Operations 

According to th e data from Ethiopian Horticulture Producers and I<:x porlers 

Association (E I-IPEA) ilnd th e Interviews h eld with Golci on Rose. I ~NY I ;lIlei 

Ethio-Dream cut-Oowcr exporters, an E thiopian exporter sha ll follow lhe 

following export procedures in order to be successfu l in exporting cut- nowe rs to 

fore ign coun tries . The export procedures a re broadly classified in lO lhree majo r 

stages as pre-shipmen t, packing and s hipment a nd post-sh ipment stages. Eac h 

of these stages are disc ussed in d etail in the following section. 

I. Pre-shipment Stage 

Pre-shipment stage consis ts of the following steps: 

a. Approaching Foreign Buyers: interviewed exporters indicated tha t in order to 

secure a n export order a new exporte r can make use of one or more of th e 

techniques such as, Advertising in interna tiona l media, Sales prom o tion. 
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Public relation, Personal selling, Publicity and Participation in t rade fa irs 

and exhi bitions . 

b. Inquiry and Offer. an inquiry is a request from a prospective importer about 

Description of goods, their Standard; Grade; S ize; We ight or Quantity, Term s 

of payments, etc. On getting a n in quiry, a cut nower export e r mll s t process 

it immediately by making a n offer in the form of a Proformal Invoi ce. 

c. Confirmation of Orde r. once the negotiations arc competed and the tcrms and 
" 

conditions are finalized, the exporter s~nds three copies of Proforma Invoiec 

to the importe r for the confirmation of order. The importe r signs these cop ies 

a n d send s back two copies to th e exporter. 

d . Opening Letter of Credit: a ll the interviewed cut-Dower exporte rs believe that 

the documentary credit or Letter of Credit is the most appropri ate and 

secured method of payment adopted to settle internationa l cu t-nower export 

transactions. On finalization of th e expor t contract , the importer opens a 

Letter of Credit in favor of the exporter , if agreed upon in the contract. 

e. Arrangement of Pre· shipment Finance: on securing the Lette r of C red it , I h e 

exporter procures a pre-shipment finance from hi s / he r ballk for !lJ"()CLlI'lll g 

raw materials such as chemical and fertilizers and other componenl S , 

process1l1g and pa c king of nowers and transferring thcrn 10 Ih e pOri o f 

shipment 

f Production or Procurement of Goods: on securmg th e pre-shipment finance 

from the bank, the expor ter either arranges for the production of the 

required number of cut-Dower stems or procures them from the domestic 

market as per the s pecifications of the importer . 

g. Pre-shipment Inspection: for the export of cut-Dowers which a re farm 

processed ones, plant protection department in the Ministry of Agriculture 

issues psyctosanitory certificate for quality control and pre-shipment 

inspec tion. 

h. Customs Duty Clearance: in Ethiopia exporters arc tota lly exe mptcd from the 

payment of c ustom s duty. So is the case for eut-nowcr expol·tc l"S. 
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l. Obtaining Insurance Cover: if it is indicated in the export contract, cut-flower 

exporters insure the export eargo a nd acquire the insurance certificate or 

policy document issued by an insurance company. 

J. Appointment of Freight Forwarders (Customs Clearing Agent): since exporting 

is a complex and time consuming process, a ll the interviewed c UL- f1ower 

exporters iJppoint " Customs clearing Ag(;nt or Ft·cighl I'()rw:tnkr fot· Ill!" 

smooth clearance of the export cargo from the Airport Customs station and ., 
preparation and submission of various \export documents. This of course IS 

compulsory in Ethiopian Customs Authority regulations. 

II Packing and Shipment Stage 

Export cargo can be exported to the overseas buyer by sea, air or land. 

However, due to the perishable nature of cut-flowers, a ir transport is utili%ed. 

a. Reservation of Cargo Space: once the export contract is finali %ed , the 

exporter reserves the required space in the cargo plane [or shipment. 

b. Arrangement of Internal Transportation up to the Port of Shipment: the 

exporter makes necessary arra ngements for transporl·alions of Ihc Cli l flow,'!" 

to the airport by refrigerated trucks. 

c. Preparation and Processing of Shipping Documents: as the cut-flower export 

cargo reaches the Airport for shipment, exporters issue detailed instructions 

to the Freight Forward for the shipment of cargo along with a compleLe set o f 

the documents listed below: 

• 

• 

• 

• 

• 

• 

• 

Letter of Credit along with the export contract order 

Copies of Commercial Invoice 

Packing List or Packing Note 

Certificate of Ori gin 

Customs Declaration Annex Form (CDAF) 

Certificate of Inspection, where necessary (original copy) 

Insurance Policy. 

d . Customs clearance: the cut-flower export cargo must be clea red f!"OlTl the 

Customs before it is loaded on the plane. For this, the above ment ioned · 
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documents, along with five copies of shipping bill, are to be submitted to the 

Customs Appraiser at the Airport Customs station. The Customs Appraiscr 

ensures that all the formalities relating to exchange control, quality control , 

pre-shipment inspec tion a nd licensing h ave been eompliecl wi I h by I he 

exporter. After verifi cation, all documents, except thc origin a l COAl", ori gin a l 

copy of Shipping Bill and one copy of Commercial Invoice, a rc retu rn ed 10 

the Cus tom s Clea rin g Agent. 

In general, if a shipment is for local delivery,' cut f10wers are left in containcrs of 

solution, loaded on delivery trucks, and then delivered to local wholcsalers , 

central distribution points or directly to retail customers. 

For long-distance shipment, tied bunches of f1owers, generally 10,20 or 25 

stems bound with an elastic band, are removed from their containcrs and 

packed dry in la rge sh ipping boxes lined with newspaper s h eets betwecn thc 

layers of f1owers. The f10wer shipping boxes are very strong and offer good 

protection against possi~!e crushing from th e top, bottom, and ends. 

Shipping nOWCr5 "d ry pack" may appear very 51 rC5sin g 'lIld del rilllf' n l;li I n f, ill 

f10wer display longcvity , but the partial water loss is not directly harmful if it is 

not too extreme (high humidity maintained) and the temperature is low cnough 

(f1ower metabolism slowed). In fact, s lightly wilted f10wers arc less likely to 

suffer bru ising a nd brcakage in trans it comparcd to the crisp, hril.lle, full y 

hydrated f10wers shippcd in water. 

Once packed and conditioned, boxes of f10wers are loaded onto refrigcrated 

trucks for shipment, either continuing their journey on the truck to anot.her 

distribution points such as an airport or a wholesaler, or as a direct delivery to 

a retail f10rist outlet. 
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Flowers tha t a re being shipped by air will be delivered to the cargo area of an 

airline at an airport, unloaded and then loaded into the cargo area of the pla ne. 

Once they a rrive a t their d estination a irport they will be unloaded to a ca rgo 

holding area, rel oaded onto another truck, a nd th e n d e live red lo <.l wllOit:,.;,lil:r 0 1' 

retailer. 

III. Post-shipment Stage 

The posl-shipment sage co n s ists of the following steps: 

a. Submission of Documentary by the Customs Clearing Agent to the Exporte r: 

on the completion of the shipping procedure, the Agent submits th e 

following documents to the exporter: 

>- A copy of invoice duly attested by the Customer, 

» Drawback copy of the Shipping bill , 

» Export promotion copy of the Shipping bill, 

» A full set of negotiable and non-negotiable copies of Airway hill , 

>- The original Letter of Credit, and 

» Export Order or CGntract. 

b. Shipment Advice to Importe r: afte r the s hipm ent. o f th e eUl-nower cil rgo the 

exporte r in l ilTl <.l Les the importer aboul the s iliptrl l: ll l. o f cu t nmvl:r,.; givillg 

him / her deta il s about the date of shipment, the name of th e Airlin e, th e 

d estina tion , etc . Th e exporter a ls o sends one copy of non- negolia blc Airway 

bill to the importer. 

c. Presentation of Documents to Bank for Negotiation: submission of re levant 

documents to the bank and the process of getting the payment from the 

bank is called "Negotiation of the Documents" and the documents a rc called 

'Negotiable Set of Documents'. The set norma lly contains: 

» Commercial invo ice including one copy duly certified by the Customs , 

);. Packing List. 

;.... Foreign exc han ge declaration forms i.e. Customs Decl a rati on An nex form 

(CDAr) in du rli e, lIe. 

r Certifica te o f Ori nin and h , 
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).- Insurance Policy, in duplicate. 

d. Dispatch of Documents: the bank negotiates these documents to the 
importer's bank in the manner as specified in the Letter of Credit. Before 
negotiating documents, the exporter's bank scrutin izes them in order to 
ensure that all formalities have been complied with and all documcnts are in 
order. The bank then sends the Bank Certificate and attested co pies 
Commercial Invoice of the exporter. \ 

e. Acceptance of the Bill of Exchange: Birt., of Exchange accompanied by the 
above documents is known as the documentary Bill of I<;xchange. II is o r Iwo 
types:-

2. DoeumenLs against Payment (sight Drafts): in case of sight draft, the 
drawer in structs the bank to handovcr the relevant documenls 10 lil" 
importer only agains t payment. 

3. Documents against Acceptance (Usance Draft): in case of Usance drafL 
the drawer instructs the bank to handover the relevant documents to the 
importer against his/her 'acceptance' of the bill of Exchange. 

f Letter of Indemnity: the exporter ean get immediate payment from his/ her 
respective bank on the submission of documents by signing a LeLLer of 
Indemnity. By signing the Letter of Indemnity the exporter undertakes to 
indemnity the bank in the event of non-receipt of payment from the importer 
along with accrued interests. 

g. Realization of export Proceeds: on receIVIng th e documenta ry Bill of 
Exchange, the importer realizes payment in case of sight draft or accepts Ih e 
Usance draft undertaking to pay on maturity or the 13 ill of cxc ilullge. Tile 
exporter's bank receives the payment through importer's bank and is 
credited to exporter's account. 

h. Processing of CDAF Form: on receIvIng thc cxport proceeds, the exporte l"s 
bank intimates the same to the NBE by recording the fact on thc duplicate 
copy of CDAP. The NBE verifies the detai ls in duplicate copy of CDAF with 
the original copy of CDAP received from the Customs. If the details are found 
to be in order then the export transaction is treated to be completed. 
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!. Realization of Export Incentives: if the exporter is eligible ror expo!"t 

incentives, then he / she should submit claim for the sa me a ccompanied uy 

the bank certiricate to the approp r iate authority. In Ethiopia , the types o r 

incentives m eant ror companies engaged in production and expo !" L of c uL­

flowers in clude: 

>- Rem oval of export duties i. e . Procla m a tion Number 68/ 1985 

>- Export price decontrol . 

>- Duty -free im por tation i. e. Proclamat~)1 Number 69 / 1993 

:;.. Du ty Drawback (DBK) facility i. e . Procla ma tion Num ber 69/ 1993 

'y Incom e tax h oliday (Grace period) i. e . Inves tment Proclamation Nu mbe r 

280/2003 

~ Customs wareh ou se facility i. e. Proclam ation n umber 60/1997 

).- Foreign currency retention sch em e i. e . The l~etenLion and uLilizaLiull uf 

Export Earnings a nd Inward Remitta nce Directive Number FX/ 11 / 199R. 

Accordin g Lo the I~thi ()pian InvestmenL Agency (EIA), any income dnivccl frum 

an approved new manufacturing a nd agro- indus try investment or investment. 

made in agriculture shall be exempted form th e paymen t o r income tax for the 

per iods depicted in the fo llowing table, depending upon th e area of investment, 

th e volume or expor t, and th e location in which th e investm e n t is u ndertaken . 

Profit tax holiday is granted subject to Council of Ministers Regula tion No . 

84 /2003 issu ed on the bas is of the investment Proclam a tion No . 280 /2002 as 

follows : 
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Table 5: Areas and Periods of Tax Exemption 

Conditions fo r Pro fi t Tax Eligibility 

An investor engaged in an new 
manufacturing or agro-industry activity: 
• If it exports at least 50% of its 

Profit Tax Exemption 

products 5 years 
• If it supplies at least 75% of its 

products, to an inves tor. as an input 5 years 
fo r the product ion 01' cxport items 

• If it export s less than 50% of its 
._ y!·()d~c~~___. 2 years 
Source: E:thiopian investment commi sS ion 

Profit Tax Exemption 
for investments madc in 
undcrdcvclopc..cl rcgions 

6 years 

3 years 

4.3. Cluster Analysis of Floriculture Value Chains 

Owing to the rise of production costs in Europe, m a ny cut-flower growers arc 

nowadays shifting to other counties for more convenient conditions. Over thc 

last few years, it is this very tendency that has copulated Ethiopia into the 

s potlight as the next potential flower produ ction hot spot. However, despite th e 

government reforms in the la te 1990s a imed at allowin g the frcc movement of 

goods, lifting price controls and provid in g farms w ith the security of bnd 

tenure; a mod ern export.-oriented Ooricullure indust.ry has bcgC:l1l to c nSll1T ltl 

E:thiopia only recenlly. The reason s include the unfavorable business 

envi ronment and investment c limate and a lack of commitmcll i by 111(' f()l"('igll 

d irect in vestors. 

In this section of the study, a nalysis of the progress of fl or iculture and the 

persis tent reasons for the unme t potential of the sector w ill be made . Thi s 

section characterizes the key participants and investigates th e floricul ture value 

chain in terms of production, logistics a nd m a rketing aspects. It a lso assesses 

the "cluster" or the e ncompassing environment of policy, infrastructure, 

institutions, and linked industries facing floricu lture in Ethiopia. 
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4.3.1. Major Participants in the Sector 

According lo the Glhiopian Gxporl Promotion Agency up unlil Marcil, '200() lhe 

lOtal number o r flower rarms round in the Orom ia region alone was 6 3 whe reas 

2 farms were loca ted within the territory or the Addis Ababa CilY Caretaker 

Administration. The dislribution of the rarms wilhin l.he Oromi<1 rcgion,d sl;)l('s 

shows that 15 are found in East Shoa zone, 10 in South Western Shoa zone, 32 

in Western S h oa zone, 4 in North Shoa while the other 2 farms are found in lhe , 

Arsi zone. \ 
'> 

The majority of the flower farms are located at an altitude of 2600m above sea 

level. Exceptionally lower, Arsi and Marankiw both found in Ars i zone, arc 

located at 1600m above sea level whereas the rest includin g Alliance flowers , JJ 

Kolari, Menagesha flowers and Dream flowers a rc found aboul 260 0rn alJovc 

sea level in the highlands of Western Shoa. In terms of distance rrolll Addis 

Ababa, Bersabih flower development found ll1 Sout.hern Nalions <1 IHI 

Nationa lilies People's I-Icgiona l State (SNNPRS) is Ih e rurlh es l rollow('d iJy Sh,m' 

Ethiopia and Marankiw' farms. Most flower farms are far away from Addis 

Ababa by an average distance of 13-50km. All over the farms yicld pcr sq uare 

meter is roughly similar, ranging from 120 to 180 stems, per squarc mcler, 

which approximates to 1.5 million stems per year per hec tare. In dollar terms, 

Ethiopia's rose obtain roughly $0.18 per stem on the European market. Based 

on the interview conducted brief profile of Golden Rose, ENYI, and Ethio- Drcam 

rose farms is presented below: 

Golden Rose 

Golden Rose was established in June 1999 and it starled exporling at the end 

or February 2000 . The location of the rarm is in Tcfiki Worecia in O!'O!l1i;) r('gion , 

which is aboul 38 km from Addis Ababa. The allilude or th e a rCH is 2060 rneler. 
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Land Area 

The fa rm has now reached to 130 h ectares Size, which was 7 hectarcs at the 
beginning. 

Manpower 

The number of people employed a t the farm is 500. Of wh ich 360 people il ["C 

perma nen t and 140 are causal laborers. The compos it ion of the s til fl' is 
gradu a tes from cJimma a nd Ambo agricult1..)ra l co ll eges. Th e supcrvi so rs rInd 
other tech nicians h ave been trained by 3 expatriates who ca me from Indi cl. 
These expatriates a re also managing the farms. 

Production 

The production of th e 13 0 h a a mount to 80,000 stems per day. Thi s wil l be a n 
equivalent of 180 stems per ha. 

There a re 10 ty pes of varieties of flower production , n amely ; Circu s, Renc, Red 
Champ, Hollywood, Golden Gate, Sun bean , Da le, Tropical Amazon, Grandficld 
Marketing 

The m ajor markets arc Germany, Netherlands, a nd Dubai etc . 
The average selling price per stem is Euro 0.20 
Production Cost 

The total operating cost IS US$ 0 .80 (including fre ight) per stcm . Specifically, 
energy, fer tilizer, pesticides and salary a ccount for US$0.03 per st.cm. 
Furthermore, the freight cost fo r flower expor ts by the Ethiopia n Air Lines (E/\ L) 
a nd Lufthansa is US$0.98 per kg a nd US$1.08 per kg respectively . 
Logistics 

Since the EAL does not gu arantee space for their produces, they are obliged to 
shift to Lufthansa that is guaranteeing 200 boxes / fli ght. In addition to the 
spaee problem s, EAL does not have handling company for tran s portin g any 
product. There fore, it is advisable to use handling companies for better and 
effic ient services. These type of compa nies a re a lready existi n g in Ethiopia, 
such as the 3CL handling company . 
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The production process starts at the farm level and then processed in the 

warehouse a nd put in the 4 degree centigrade cold room ror 30 minutes 

packing follows and then transportation takes place to the a irpol· t by the cold 

truck (at 4 degree centigrade) . 

The business is financed both by local banks and own rund s, which account ["0 1· 

40% and 60% respectivcly . 

Constraintsl Issues 

The sector has bccn fa cing various problems with respect to many aspects s u ch 

as: 

• Lengthy customs procedures to clear the imported inputs such as fertili zers 

chemicals, etc . It is too bureaucratic because one has to go through 10 or 

more steps to obtain the imported materia ls 

• Although they do not have any problem at the momcnt with ["(."g;)1"(1 I() II" ." 

entrance /export of the product into the world market, in thc comin g yea l·s, 

however, there will be issues arisen with regard to thc meeting or cc rta in 

minimum export requirements . 

• When the othn big rarms have become operational (owilillg Ill.lll(lrcds 

hectares), Co ldon I,ose's eompetitivc position will decli ne. This is one or thc 

issues to be looked into by the concerned stakeholdcrs. 

Investment 

The major investment items are Greenhouse, Reservoir, Irrigation, Warehouse, 

Cooling System (cold rooms) , Grading/Packing, Generator, Building (offices, etc) 

The total initia l invcstmcnt cost of the farm is a mounting to Birr 20 million 
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ENYI Rose 

The farm was eslablished in year 2002. It is located auoul :20 kill Iruill I\ddis Ababa in the Oromia region called Kara Kore. The altitude is in tile 1" .lllgc or 2100m to 2200m . The company started planting in Decembe r 2002 ' lI1d exporting in th e same year. 

Land Area 

\ The farm has started its production with 7ha and it has now increased to 90 ha. 

Manpower 

The number of people employed in the farm arc 500 workers. The majority of this labor mainly con sists of women laborers (i.e. 15 to 20 women/hal. The manpower is composed of graduates from Alemaya, Ambo and .ji mma Agricultural Colleges and 3 expatriates from Kenya , India a nd ISl'ae l. 

Production 

The yie ld per sq uare meter is ranging between 120 and 180 stems. This is equiva lent to 1. 2 to 1. 8 million s tems per ha. 
There are 9 varieties, which are grown in the farm. These arc: Akito , Milva, Shanta, Gold Strayna, Aqua, Alwah, Pasha, Circus, Grit 
The stcms' length of these varieties is betwecn 40 em to 70 em, which a rc medium, and in termediate types. 

Marketing 

The major market outlets for the products are Germany, Holland ill1d Swccicn. They account for 60%, 30% and 10% respectively. The forms of sales a rc direc t sales (Germany and Sweden) and auction (Holland-through Elsmere). In each country the re is only one buyer. 

68 



Three basic types of va ric tics can be grow n. Thc sc a rc Sweethea rl (currenLly n ol 
grown) intermedia tes (80%) and Teahybrity (20%) Their s te ms' lengt.h s arc 
40, 50 a nd 60 c m fo r in termediates and 60,70 and 80 em fo r Tea hy brity . 
Stems per sq . m for Il ybrid and intermed iates arc in Llctwccli 1'2 0 to 1/10 <:111 

and 140 to 180 cm re spectively , 

The average selling prices is USD 0,18 ct per stem, However, thcre is a lso a 
significant price variation . \ 

\ 
\ 

The farm owns one truck that transports flowers about 18 km to Bole 
International Airport. 

The transport tariff ra te of the Ethiopian Airlincs and Lufth ,lIl s;) r;lI1 gcs 
between USD 0.90 c t a nd USD 0,98 ct, i.e. below 500kg (US D 098 el) and 
above 500kg (USD 0. 90 c t). Thc Minimum a cccpted load is 80kg. 

In.uest.nle I1.l 

The initial total investment cost of the farm is valued at Birr 2 0 Million. This 
amount consists of the- -following investment items. Buildings, Greenhouse, 
Irrigation systcms (Drip), Cooling systems, Chemical System (fustigation), 
Propagation (seed), Grading/Packing, Generator 

The source of finance for all these investments is own fund. 
Production Cost 

The operating cost of producing 1 stem amounts to USD 0.13 ct. This includes 
the freight cost which accounts for 40% of the production cost. 
Constraints/ Issues 

The main const rain ts a re: 

• In suffi cicnl C a rgo s r(JCC by EAL. 

• Lengthy process of SGS inspection delay s the in puts to be im por ted s u c h 
as fertilizers a nd c hemicals. 

• Long time taking for approving chemicals to be used. By the time the study 
is completcd, th e u sage of the ch emical will be c h anged. 

• Lack of research in terms of ',ariety selection, 
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• Thc problem of land a llocation (conccntrating in onc placc and 1I0t 

considering individua ls choice). 

Ethio-Dream 

It was established in September 2002 and started exporting in ,Ja nuary 2003. 

The location of the farm is about 48 km away from Addis Ababa in thc Oromia 

region of Holleta Wereda (District). The altitude of thc a rca is 2200 m. 

Land Area 

At the beginning, the land coverage was 2 h a and cu rrenLly it has reached to 50 

h a . 

Manpower 

The number of peo ple cmployed at the fa rm is 400 people. 

In terms of expatriate support, there was an Indian farm m a nage r who is then 

replaced by a Kenyan farm Manager. He has been contracted for 3 years and hc 

is again replaced by an Ethiopian who h as graduated from ,Jimma Agricu lt.ural 

College. Very recently,---1:he agricultural colleges in Ethiopia have started 

graduatin g students with B . Sc in Horticulture / Floriculture. 

Production 

The number o[ stems that are produced in 1 ha are 140, i. e. 140 stems / ha. 

Rejection is very minima l which is about 0.1 %. The len gths of stcms a rc 35 ;1I1d 

40 em. Th cre arc no ite ms below 35 cm. 

In the process of selec ting varieties, information is ava iled from the brccdcr and 

the m a rke t. 

Mariceting 

Th e products a re mainly exported to Europe (Germa ny) a nd Dubai. The regu lar 

ma rket destin a tion is Germany, which accounts [or 85% o[ the market s hare. A 

Germany company called SPH is a consignment buyer at the consignment 

price , which is a negotiated minimum price . In addition, 15% of the export is 
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sold to th e Middle I ~ast countries during the summer time (in adva nce 

payments) . 

On average each item is sold for Euro 0.23 et (U800. 30 et). 

Investment 

The investments are made in the form of pre-harvest a nd post harvest per iods. 

The pre-harvest con s ists of: Greenhouse, Irrigation system , Reservoir (dam) , 
\ 

\ 

Planting m aterials, Bushes clearing, Land development 

The post harvest inc ludes: Warehouse (1200 sq. m.), Cold s tOlT (1050 w. m), 

Packing Unit (tables, cutter, etc), 1 Refrigerated truck , 1 Dump truc k, 1 I")i e k-up 

vehic le, 1 Tractor, 1 Loader, 1 Bulldozer. 

Logistics 

The products are carried to the airport by 1 refrigerated tru el< and then 

exported to differen t market outlets by the Ethiopian Airlines. 

Constraints / I ssues 

Problems related to th e export activities have been immense for thc past yea rs. 

However , now, some of them h ave got solutions . There are some s till unresolved 

problems su ch as, 

Insufficient cargo space 

Unnccessary cost charged by OBS 

4 .3 .2. Rose Supply Chain: Production to Market 

The wide- ra nging agro-elimatic cond ition of Eth iop ia a llows the proriuci ion of ' 1 

wide range of quality nowers that can fetch high prices in the international 

market. In Ethiopia three basic types of rose varieties can be grown . These arc 

sweethear t (30-40 cm stems and small bunds), intermediates (40-60 cm in 

s tem length) und tca hybrids (60-80 em stems). Thc majo rity o f E:thio pi u ll 

production fa lls into th e intermediates, with con s idera ble variation between 

farms. The yields per squ a re meter also vary with s tems per square meter for 
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tea hybrid ranging from 120 to 14 0 stems per square mCler and for 
intermediaries from 140 to 180 stems per square meter. 

Based on th e responses of interviews conducted with Golden I~ose, ~NY I , a nd 
~thio - Dream Oower exporters, this section analyzes the various activ ities 
involved in the rose supply chain starting from production to export. 

I. Production \ 
, 

The production component of the supply chain begins with selection a nd tria ls 
of varieties, propagation of varie ties, planting cuttings 1I1 greenhouse, 
a pplication of ch e mical inputs and irrigation, disease con t rol , and Itarvcstillg ill 
the greenhouse. 

Figure 5. Vertically Integrated Rose S upply Ch ain 

Production Logistics Ma rketing 

Varietal select ion and tr ial 
1-

~ 

l 
Harvest ing dai ly 

Plant propagat ion 
Market intelli gence ... 

~ Cooling room (4°) 
~ Cutting 3- 12 houl'S 

Market pro mot ion 45 days ... 
Grad ing! sorting! 

~ bunching 30 minutes 

Plantin g in greenhouse ... 
Buyer search 

_. final coo ling room 
(2°) maximulll 2 days 

... 

-I Pack in g in boxes COlltract negot iati on 
/customs 15-20 minu tes 

... 
Refri gerated transport 2 

hOll rs 

... 
Direct loading to 

airplane 5 days/week 
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Interviewed exporters indicate that varieties are selected on th e bas is o f ad vi ce 
from expatriate technical experts and from th e seed co mpanies lh e mse lves. 
Propagators do not have easy access to new varieties or high quality pl:llit 
materials because breeders fear patent and royalty infringements . 

Water is a lifeline for plants. Based on the interview flowers, especia lly roses, 
require a lot of water particularly in hot \ather conditions. Depending on the 
climatic conditions, daily water requirement, per hectare ranges between 40 to 
70 cubic meters. For cut-flower production water with a PH of 5.8 to 6.5 is 
favorable. Exporters noted that water from rivers and lakes have high b,l(:tcri fl l 
count, which is suitable only for irrigation but not for putting l10wcrs in once 
they arc cut. On the other hand, they noted that well aerated loam soi l wi th a 
PH of 5.5 to 6.0 in fa vorable for 110wer production. However, sLlIHly so il s h:t Vl · 
an excellent drain8ge 10 insure that excess water is imrnedi:tl l'ly :ti>so rlll'd 10 

avoid root rotting. 

Heating and central spraying systems help incre8se the temperature inside the 
greenhouses as and when required which a lso reduces the excessive humidity . 
Cut-flowers also require chemicals to stay alive, which is sprayed as per 
requirement from time to time. Based on the interview, it is necessary to h ave 
adequate supply of plant protection equipment by the time planting is starleci 
s ince diseases cou ld affect the young flower stems very rapidly. 

Because they a rc res tricted to older, less productive varielies, l<;thi op ian 
growe rs face limited potential for high yield. Quanlit y is "I so " free led hv :t 1:1(''' 
o f tec hnology: pes t control methods are harsh at best, with an emphasis on 
methyl bromide. Access to new technologies s u ch as integrated pest 
manage ment (lPM) , compo sting and others wou ld be more crficient, less 
expensive and less hat'mfu l to workers and the environment. Crop protection 
services (agrochemica ls, entomology, IPM , pesticide use/ safety, post harvesting 
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techniques ) arc no L high priorities a nd flower farm managemenL and producLion 

methodology evaluaLio n is not taught at ins titutions a t high er training. 

With little access to s uch training, Ethiopia is woefully of agronomis ts, wh ich 

tra nsla te s into low productivity on flower farms. (And considering that th e 

average adu lt literacy raLe in Ethiopia is 34.7%, the average flowe r farm worker 

is probably ill iterate) . There is no n a tiona l training program for farm workers; , , 
n o n a tiona l skim for worker hea lth a nd so~ial security; no effi cient pa thology 

laboratory for cut fl owers ; a nd no centra l libra ry fo r hooks on flOWlT cro p 

production. In other words, there are not fac ilities in pla ce to train t. he 

estimatcd 5 0 ,000 farm workers a nd agric ultural e nginee rs Lhat will be n eeded 

to bring Ethiopia 's industry to its fullest pote nlia l. 

II. Logistics 

The logistics/post-harvest component of the rose supply ch a in constitutes 

initia l cooling at 4 dcgree centigrade, then grading, sorting, and bunching, a 

second cooling at 2 cen tigrade , then packing in specialized car tons, load in g to 

refrigerated truck, customs clearance, a irpor t h a ndling, a nd air sh ipmen t 

(figure 5). 

In the logistic s co mponent, the export firm s inte rviewed ind ie, ll ed t.ile ; lilS(' l l(T 

of su ffi c ient cargo s pace. Becau se Ethiopia n Air Lines d ocs not gua ra n Lee cargo 

space , one exporte r not.ed a s hift to Lufthansa which is guarantyin g 200 boxes 

per fl igh t at. a higher ra te. Thc exporters a lso indi ca ted Lhat th e re I S no 

independent handling compa ny for their products. The competitiveness of 

Ethiopia 's produ cts in export markets is highly dependent on th e qua li ty of 

packing material s, specifically the corrugated boxes tai lored to different stc m 

length s . I\t prcscn t. , given the weakness of th e domestic ca rlon indusLry, on e of 

the rosc fa rms, Go ldcn Rose , has entered into the busincss of ca r ton asse mbly 

and is d istribu ting to o ther exporters . 
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Post-harvest handling is as important as growing for delivering an attra c tive 

product to the customer, if not more so. In the same vein, th e I'elia bility or a ir 

connections is as crit ica l as its costs. Specd of de li very is important since' 

Oowers must be carried to their des tination without delay. Unly a i'cw hours oj' 

inattention can spoil a Oower and ruin months of hard work. Hence, the 

importance of good infrastructure and efficient organization. This includcs 

prope r transportation between farms a~d airport (good roads, refrigerated 
\ 

trucks). 

Many things can go wrong a fter the harvest, particularly in warm climates 

where the chance of disease is great. Flowers are highly perishable in the post­

harvest chain from grower to consumer. Floral organs continue to grow aelively. 

They have high rates of transpiration, which continues afler harves t. A Oowe r at 

300c will respire 45 Limes faster than one at OOc and consequently wi ll llil Vl' " 

shorter life spnll. Flowers III LIS! h e stored :Ind h:ln(11('d :11 It)\\' It'1111HT:\(lll '(' S, 

close lo OOe bcing the best. A "cold chain" from producer lo ret.ailer is essenlial , 

including cold storage 'lethe airport. 

Based on the documentary analysis made and the responses of the cul-Oower 

producing firms, the chain of logistical ac tivities are summarized as follows: 

Refrigeration 

Pre-cooling and refrigerated storage of cut-Oowers and Ooris l ic greens in high 

humidity are equally maintaining the quality of cut- Oowers. Pre -coding should 

be done as soon as possible after harvesting or before, during or afler treatment 

with Ooral preservative solutions. Flowers can be placed in refrigerated room s 

while undergoin g treatme nt, except in the case or bud -opening solutions whi c h 

require the Oowers to be held at room temperature. 

[<'ruits, vegetables, damaged or diseased Oowers, Oowers h eld at higher th'lIl 

recommended temperature as well as exhaust gases produce ethylene which 
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will cause downward bend ing of flower foliage to open , or open l'lowers to c lose 

or rail orr. Florist greens wi ll become ye llow , and leaves and I"Tried will 1)(' 

downward or fall ofr ill th e presence of ethylene. Damaged 01' diseased pl'lIlt 

material a lso give off. Temperature control, ventilation, sanitation, and ethylene 

absorbent pads are used to minimize damaged flowers and 110rist green s in 

transit and storage (E I' I PEA, 2006). 

\ 

Some flowers are stored dry by grower\ ', for brief periods until suffi cient 

quantities are available-flowers during special holidays. Pre-cooling is esscntial 

before the 110wers are placed vertically in closed 110wer wax impregnated 

fiberboard drums for storage. When placed in fiberboard boxes, the flowers can 

be pre-cooled immediately a fter packing, provided sufficient holes arc provided 

in the box ends or ventil ate field and product heat. Low cosl I'o reed "ir Jln' 

cooling equipment consists of a portable exhaust fan, which draws refrigerated 

air through boxes stacked on either side of an a is le in front o r lhe ran. 1\ canvas 

is extended across the top of the boxes to the floor enclosing the aisle. Th e 

holes in the ends of the boxes should not be locked by the nower p,wking 

materials. 

Forced aIr pre-cooling can be accomplished in an open room. Cooling of 

packaged flowers can lake 24 hours or more, reducing shelf lire. All Ilowers 

should be pre-cooled, stored and transported at their recommended s torage 

temperatures. (Source: The Ethiopian Horticulture Producers and exportcr 

Association 'EHPEN) 

Transportation 

Air cargo is used ror the export of cut flowers. Most or the flo we rs arc shipped 

without refrigeration 10 reduce their shelf life. Forlunately mosl air lransit 

times are shorl-u matler of hours. Minimizing lransil reljuil'es lhe usc or 

protective packaging; pre-cooling before loading, elose coordination a t origin 

and lime destination a irports, and utilization of cold storage facilities ncar lhe 
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airport. Flowers should not be put runway in sunlight or be held 111 

unrefrigerated storage prior to official inspections . 

Boxes of cut flowers are utilized on a ir cargo pallets. Plastic strapping a round 

the boxes is recommended to protect the pallet load. The pallets a re then 

secured with the a ir cargo pallet n e tting. Some f10wers are t.ranspo rleci in ;lil· 

cargo containers . Refrigerated van containers are u sed ror th c cxport or norist 

greens. With adequate pre-cooling florist greens can withstand transit t.imes or 

2 to 3 weeks. 

Land transportation or cut flowers and f10rist greens is hand led pr im ari ly by 

rdrigerated highway trucks and trai lers are either loaded by hand or with pallet 

jacks. Some ca rriers have installed meta l supports with s id ew,lil s or Imikrs ror 

wood shelving. This helps to reduce crus hing a nd damage or f10wers on t.ight 

hand-loaded stacks. 

Flowers and f10ri st greens are shipped in mixed loads. Mixed loads o r cu t 

f10wers can create a hard challenge when tropical items sensitive to c hilling 

injury are included . Some carriers place these flowers cab or their tractor­

trai ler. In this case, however, they are held at higher than recommended 

tempcrature with increased volumes of tropical f1owers; carriers may cOllsi<iCl" 

using multi-temperature trailers or insu latcd cove rings or boxes 1.0 protect. the 

flowers rrom colder temperatures. Flowers a nd nori st greens must never be 

sh ipped or st.oreci with rru its or vegetables. 

Ideally, f1oris t. greens should be h andled separa tely from flowe rs, as the norist 

greens are more sensitive to ethylene, which flowers produce in small amount. 

Airfreight Cargo Service and Charges 

The existing major cargo transport service provider for horticu ltural and cut­

f10wer products is Ethiopia n Airlines. Other Airlines like Lurthansa operate in 
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transporting cargo to European markets . Ethiopian Airlines commenced a 

direct flight schedule to Amsterdam sta rting from December 5, 2001 where 

significant proportion s of flowers are sold through auction centers in th e 

Netherlands. Ethiopian Airlines is operating two direct nights a wee k to 

Amsterd am. On the other side, Britis h Airways commenced two ni ghts pe r wee k 

from Addis Ababa to London by Airbus 320 passenge r ai rcraft with frc igh t 

capacity of 2 to 4 tons and which can accommoda te s ta nd a rd container 

cargoes . 

The existing rate per unit of product especia lly in cargo planes depends on 

take -off time, thc age of the aircraft a nd availa bility of cargo for exporters and 

other opera tiona l parameters on the date of service . 

Total charge is determined based on maximum loa d of 36 tons and if the actual 

load is lower than this , cost per unit increa ses. 

Table 6: Freight charge per kilo gram 
r--=c-----c::--~:_=_:,_:___,=_-----_:_ - -- -- -

Actua l Tota l Car o~) + -=C:..::h::..::a=-rc:.:te:..:.r-=R-=a=-=tc:.:es::....L(U::...:S::..:'$"-')_I __ Charte!:yJi~y~r kg ilJS~) 
36,000 43,000 1.1 9 
34,000 43,000 1. 26 
32,000 43,000 1.34 
31,000 43,000 1.38 
30,000 43,000 1.43 '--"=-''-'-'---c::--:-__ ._--'-''----''-___ . __ ._ _ . 
Source: Ethiopian Airlines Cargo Section 

III. Marketing 

In thc marketing component of the rose supply chain, there is identifica tion 

and negotiation with buyers, searching market informa tion, and ensuring 

completion of sale (figure 5). 

Export sales can be made in two ways: e ithe r through direct sales VIa a 

consignment agent who offers a guaranteed price or through the Holland 

auction at Elsme re, which offers better price potential but is no t gua ranteed. In 

thc direct sales sy sl.cnl , there is no contractin g systc m beca use the buyc r·s an: 
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not interested in s ighing contractual agreements and neither a re sellers . Thc 

sale is on the bas is ofa guaranteed price (e.g. in Germany 0 .14 ct/stem). 

The firm s interviewed report the majority of sales to Germany, and a sma ll er 

share through the Du tch auction. In Germany, the firm s scll thmugh a s inglc 

consignment age nt, in exc hange for a com missio n rate of 12'Yc, to 17'%, or usn 
0 .02 /s te m. The age n t may also reject the product on quality grounds, a lth ough 

the rej ection rate is fa irly low, 3% on the average, although it sometimes goes 

up to 5% to 7%. 

The major export markets of Ethiopian c ut-f1ower exports have so ra r roe l.ls('c\ 

mainly on Germa ny, the Netherlands, UK and Italy while the oth ers include 

France, UAE , Saudi Arabia, Sweden, Norway, Djibouti, Sudan, and Swa:;~iland. 

As can be seen in the table below, the Ethiopian f10riculture scctor has un 

insignificant role as an export item. If Ethiopia is to work towards making cut­

flower an importa nt export commodity, it is then useful to understand some of 

the major current developments taking place in the globa l f10ri culture 

marketing. 

At present, it is generally expected th a t consumption will grow in the ncar 

future. [n fact , growth in cu t-f1ower consumption is greaLly ct ependent on t 11<' 

economic development. of the different parts of the world and of course on 

fl owe r-m inded culture , making the role of the consumer a ll th e more importa nt. 

However, more ce rtain is the fact that competition on the world market will 

increase and that supply is growing quicker than dema nd, thercby resulting in 

a fierce competition In the world cut-flower markets (http://www. 

ethiopia nreporter.com)eng- newspaper / htm / NQ358 / r356eco .2.htm) 

[n terms of m a rket competition, interviewed exporters indica tcd that there is 

limited competition at the moment due to supply constraints to mcct dcmand of 

their buyers . On the other hand , however , Kenyans a re their major compclitors. 

79 



Their competitiveness is through the availability of an organ ized and s t.ron g 

supply chain. Althougil ~thiopia has competitive a dvantagc in terms of c ileClp 

labor (50% to 60% lower than Kenya), favorable weather condition and a saving 

of 30% freight cost, it would be difficult to beat its competitors like Kenya due 

to lack of a strong supply chain. 

Ethiopia currently cannot justify more than a few flights per week to European 
\ 

markets. This will not satisfy the need ~ of Europe's three biggest nower 

auctions (Blocmenve li g Aalsmeer, Flora Holland a nd the NBV / UC~A) . nor those 

of importing wholesalers and supermarket clients, a ll of whom prefer fres h 

flower arrivals five days per week. 

The limited number of nower and fresh cut foliage spec ics exporLed by f>:lhiopia 

has led lo pu r lieulu r de pendence on th e Duteh now"r "l.Ictio lls . which ;I("(TI'\ 

single species and mono-color shipments, but return eonseq uenlly lower per 

unit flower pnces. Bouquet-making for European wholesalers and 

supermarkets requires a diversified balance of flower species, a nd a widc range 

of rose lengths and colors. This is beyond current Ethiopian capacity. 

4.4. Analysis of the Ethiopian Floriculture Industry 

In this section the Ethiopian floriculture industry is analyzed in t.erms of ex port 

performance by volume and value, share from the total export cLlming, UlJ(.l 

destinations. An atLempt is also made to ana lyze th e SOC lo-cconomlc 

contribution s of lhc noriculture industry. Moreover, dela il eo in ves t ig;llion of t h(, 

mujor cOl1struints I·Lle ill g the industry und it.s fut.urc prospCC\ S ;1]"(. JlITS(·'I\ ("d. 

4.4.1. Cut-flower Export Performance by Volume 

Like most other agricultural commodities, the total export of cut-f1owers for 

Ethiopia fluctuates in growth over time and is in s ignificant in its volumc. Thi s 

flu ctuation is party attributed to the instability in the supply. Thc insignificant 

export volume of cut-flowers is due to the under utilized potentia l of the sector 

and the high capital and knowledge intensive nature of the sector. 
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Table 7: Performance of Ethiopian Cut-flower Export by volume 

Year 
2000 
2001 
2002 
2003 
2004 
2005 
2006 

Vo lume (in Million St.em"l _ 
1.64 
4.02 
6 .72 
16.0 
32.0 
83 .0 
112.0 

G rowt h (0;',) 

145 
67 
138 
100 
159 
34.94 

Source: Compu ted from the Data of Ethiop{an customs Authority 

The an nual growth of vo lume of cut flower export between 2000 a nd 200 1 was 

145%. In the fo llowing period, it was not sustained. IL declined lO 67')!o belwecn 

2001 and 2002. The reason for this declined to 67% belween 200 1 and 2002. 

The reason for lhis dec line, accord in g to the Elhiopian Exporl Promot ion 

Agency, is m a inly becaLise of the genera l " rice clecline in the intern<ltion ,lI 

market for Oowers. However, the year 2005 h as s h own lh e highesl growlh rale 

of 159% whic h is attributed to the increasing number of inveslors en gagcd in 

the production of cul-Oowers. In general, t h e rate of growlh in volume 

Ouc lua les from limc t.o t ime though the exporl volume of eul- nowcrs is on the 

increase from year to year. 

4.4.2. Cut-flower Export Performance by Value 

There is positive relalion between the growth rate in vo lume or exporls or eUl­

flowers and the growth rate of expor t income from cut- Oowers. In the period 

under consideration, t.here is considerable Ouctuation in the cxporl earnings 

a nd ils growlh ratc. The nuetua tion s occur due to t.he price chclllges in the 

in ternational nO\.vcr ma rket. 
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Table 8: Average Price of Cut-Flower 

Year -----. - --.--

2 000 
200 1 
2002 
2003 
2 004 
2005 
2006 

__ -t-::-Price (USD L~el!l) 
0.23 
0.1 6 
0 .18 
0 .18 
0.16 
0.15 
0.17 

Source : Computed from the Data of Ethiopian customs Authori ty 
\ 

Table 8 shows that thc price of cut-flower has been flu ctu ati n g from ycar to 

year which resulted in the fluctu a tions of export value. 

Table 9: Performance of Ethiopian Cut-flower Export by Value 
----- - ._---------

Year Value (i n USD) Growth (,X,) 
- --- -. ~- -

1996 2 16,158 
1997 157,000 27 
1998 247,000 57 
1999 11 8 ,052 -52 
2000 382,346 224 
2001 660,038 73 
2002 .1,2 12,968 84 
2003 2,904,000 139 
2004 5,050 ,000 74 
200 5 12,645,000 150 

Source: Computed from the Data of Ethiopian customs Authority 

Table 9 depicts the fluctuating cut-flower export earn ings s ta rtin g from yea r 

1996 on wards. As has been said, this is due to the fluctuating cut-flow e r 

prices in thc inte rnational market. The unprccedented I-isc of 221]'11" in valuc in 

the year 2000 in attributed to th e bac teria l a ttack on othcr Ai'rican cxpol·tcrs 

tha t degraded their quality a nd volume of expo rts . Thi s phenomenon boost.ed 

the price of Ethiopian cut-flowers. On the other hand the 1999 export va lue o f 

118, 052 USD in a decrease of 52% from the previous year's value of 247,000 

USD . This is the higilcst drop in export earnings cxperienced by i<:thiopian 

floriculture industry . 
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Table 10: Share of Ethiopian Cut-flower Export Value from the Total 

Export Earning 
r:-:-.-------- ---- --.--- - ---:c---r~---·- ----· - . 
Year Income from Cut- Income from lh e % Share of Income 

f10wer Exporl (USD) Tota l Export (U S D) of Cul- nowcr from 
___ th CO_Iotal Export 

1996 216,158 419,447,000 0.05 
1997 157,000 602,295,000 0.03 
1998 2LJ 7,OOO 550,832,0(lO O.Ot] 
1999 11 8,052 431,659,000 0.03 
2000 382,346 418,040,000 0.08 
2001 660,038 447,976,000 0 .1 5 
2002 1,212,968 436,310,000 0. 28 
2003 2,904,000 842,700,000 0.60 
2004 5,050,000 596,521,000 0.85 
2005 12,645,000 _ __ ---'_7--'-9--'-3"-',2'-"2'-"8-<-,0'--'0'--'0 ___ -'---1._5-'-.9 _____ . ___ .. 

Source: Computed from the Data of ECuA a nd EEPA 

The share of cut-f1ower export value from the total export earning during lhe 

first four years (1 996- 1999) is characterized by a serie s of f1u etuation. However, 

a fter 1999 it showed an increasing pattern. When com pared lo the yea rs afler 

2003, the share of cU l- nower export from th e tOlal incom e of exports is very low 

during the year betwee n 1996 a nd 2002. Th is is due lo lhe em-respond ing low 

volume of eu t-nower exports . 
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Table 11: Flower Export by Destination for the 1998 E.C (2005/2006) 

Budget Year 

- Country 
Netherlands 
Germany 
United States of Ameri 
Belgium 
~~<i l~ ingdom 
JJaly ___ _ ____ 

. -
Sweden 
United Arab Emiratc 
Israel 
France ---_.--- .. 

Russian Federation 
Saudi Arabia 
Norway 
Poland 
Portugal 
~y.Cl._._._ . __ . --
Romania 
Lebanon 
Yemen 
Hungary 
Costa Ri ca 
Zambia c-:::----------.. ._. --
~~al?we 
rc::'~E.a_fl _____ 
Slovenia 
RE Union 
~~th Africa 

--------

Bosnia --
Uganda 
Cauman Island 
Sudan 

. Djibouti.... . _-- - .,_ . _.-

Songo 

_ W_eig}1.t __ --
73,367,782 
29,4 18,360 

c -a 758,380 
7,859,058 

.- . __ 3,05!"'902 
2,925,395 

- --
851,445 
968,053 

1,767,770 
334,270 -

1,657 460 
663 ,850 
554,419 
179,700 
179,780 _. 

- 69,860 
320,36 1 

90,610 
102,440 
20,700 -

1,760 
16,240 -

Weight in Stem 
Value in usn 

value % Shar 
6,4 18,297 42 . --. 
4,852,104 32 . -

770,094 5 . .. __ .- -
654 ,7}?_ 4 . ----
S4 6,601l ~ . 

___ :.... ____ 4J6,3lL _ 3 . 
. 225 J§L 1--

1. -
206,8~?5 1. - -
194,986 1. 
166 ,349 1. 
144,309 O. ------- -- . --
108,530 O. 
93,137 O. 
87,164 O. 

----

58,13 1 O. 
46}~~5 O. 

---~--.-. -.. -.~-
20,568 0 . --

9,996 O. 
.. 9 !_98~1. O . 

_8 ,134 ° ---- -. _.-
6 ,R6S 0 
6 ,0 74 ° - --

_ . ___ .....1'!.,,66Q _ 5 ,01 5 - . 0 

e 
42 
07 
09 
3 :\ 
6 1 
15 
4 9 
3 7 
29 
10 
95 
72 
62 
58 
38 
30 
14 
07 
07 
05 
OS 
()el 

03 
02 
01 
01 
01 
0 1 
01 
01 
0 1 
0 1 
00 

63,100 3,422 O. 
- - -- ------

1,680 2L50_~_ 0 . ---'---
31,840 1,88 1 0. 

--- -
25 ,340 ______ 1.-Cl-9 L . O. 

-- -
11,500 1,373 O. -
25,000 1, 176 0. 

1,060 931 O. ._-
8,520 9 11 O. 
3,040 89 1 O. .- - .. 

1,290 198 O. 
- - -".-

Source: Ethiopian Export Promotion Agency 
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As s hown in table 11 in the 1998 E.C (2005 /06) budget year, closc to half 

(42.42%) of the Ethiopian cut-Dower exports were sent to thc Ncthcrlands 

fo llowed by Germany which accounted for 32.07%. From this it can bc s a id tilaL 

the EU countries arc the m ajor importers of Ethiopian cut-Dowers. As 

compared to the EU countries, there was a n in s ignifica nt s h arc of cxport mild e 

to other countri es . From African countric s, the highes l shfll'C of' c ul -riow('r 

exports (0 .3°;h) wcre m ndc to Kenya followcd by Zambia (0.04 IX,) 

4.4.3. The Socio-Economic Contributions of Floriculture Industry 

With only a small a rea (20/30 hectares) needed to generate substantial out.pul 

and employmcnt-20/25 people are employed on averagc pcr hcetare-the 

Doriculture sector has been able to exert significant impact on the Ethiopi a n 

economy. Tha t growers are now giving up the ir form s in the world's most 

successful cxportcrs of Dowers, Colombia, Kenya and Israel, to move and re­

establish their business in Ethiopia, is evidence of the growing confidence in 

the Ethiopian floriculture market, and re flection of its pcrccived fu turc 

potential. 

According to thc data obtained from the Ethiopian Horticu lture produccrs a nd 

Exporters Association (S HPEA) on average 20-25 peoplc arc rcquired to work on 

a hcetare of land and due to the nature of the work, morc than 70°;', of I.h(' 

workers arc fcmale. And this is going to benefit womcn who have been cxcluded 

from economically gainful employment. 

Totally the number of employees working eithe r m farms that have startcd 

production or undergoing construction is about 21,356 up 10 March 2000 

(EHPEA). From this the total number of employees engaged in the farm s that 

produce fl owers is about 10,622 from which 64.4% are female. Farms that arc 

undergoing construction have 10,734 employees from which 28.6% arc fcm a le. 

From these d a ta we can conclude that the sector gives bctter opportunities and 

advantages for female workers. 
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For very long years, the export sector of Ethiopia used to generate more th an 

50% of the h a rd currency earnings from th e export of coffee. However, the 

recent fluc tuation s in the prices of coffee in the world market had seriously 

affected the earning from coffee. Income from cut-flower exports per hectare of 

farm land is fa r greater than income from other products. The study conduc ted 

by EHPEA s hows that in Ethiopia income from roses grown on 1 hecta re or la nd 

would be equal to the income derived from coffee planted on 107 hecta res o r 

land . 
\ 

\ 

Infrastruetunli developments (roa d, telephone, e lectr icity, wCltn) ,In: 111"("I'SS'II'y 

in order to become compe ti tive in the export of eut- nowers to the fon:ign 

market. Consequen tly these infrastructure will bendit th e societies li vin g 

around the a reas of th e flower projects. 

4.4.4. Constraints Facing Cut-flower Industry 

From th e exchange or interviews held with Golden Rose, ENYI, and Ethio­

Dream flower exporters, the major technical, institution a l and marketing 

problems associated with the production and export of c ut-flowers arc 

summ arized as follows: 

A. Lack of Skilled Manpower and Training 

In the country the re is limited tec hnical and mmkctill g exper t ise ' "Ill 

knowledge about floric u lture. There is no adequate skilled manpowe r that is 

trained in Horticu lture . As a resu lt of this, the norieulture indl.lslry is hi ghly 

dependent on cxpat ria les who arc paid la rge sums or mon cy. 

B. Inadequate Infrastructure 

The lack of adequate road, e lectricity and telecommunication facilities force s 

cut nower inves tors to concentrate around the capita l. Due to the absence of a ll 

weather roads that lead from the fa rms to the main asphalts , exporters a rc 

facing transportation challenges. This inhibits investors from utilizing vas t 

la nds in far rural a reas . 
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C. Shortage of Capital and Poor Banking Systems 

Interviewed exporters indicated that there is lack of capital either to start or 

expand their businesses . The cut-flower industry is highly capital intensive that 

needs a huge amount of money for the start of the business. Nevertheless, the 

financial institutions ill the country are not well developed to meet the capital 

needs of cut-flower exports. 

Ethiopian banks, especia lly government banks a re not in a position to provine 

the desired amount of credit for investors to set up or expand the cut-nower 

industry. Nowadays , some private banks are providing a limited uedit fa cility 

for investors. Thi s ha s to bc well developed and practi ced by all the bunks ill 

the country. 

D . Cargo Bottlenecks/Limited Air freight Capacity 

Cut-flower is highly sensitive to quality. To keep up the quality of cut-flowers, 

high quality tra nsport a tion is necessary. Ethiopian Airl ines la cks enough Hi r 

cargos specialized in transporting cut-flower. Interviewed exporters indicated 

that currently there is no contingency plan to handle the risks of insuffi cien t 

cargo freight capacity, nor a master plan to assure that high volumes of eut­

flowers can be exported on a daily basis as well as during peak holiday periods. 

Furthermore , the Addis Ababa a irport suffers from in sufficient cold storage 

facilities for cut-flowers if flights a re cancelled and shipments arc more of len 

delayed due to bureaucratic export paper work. 

E. Shortage of Chemicals and Fertilizers 

All the interviewed cut- flower exporters point out that eu rrenLly the only 

company that supplies chemicals and fertilizers is Auom. They a lso requested 

for other chemical ann fertilizer supplier companies. However, none prove to 

supply at the right time and quality . 
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F. Lack of Suitable Packaging 

The low quality level of the packages available in the country decrcases the 

overall quality of flowers to be exported. The firms interviewed a lso indicated 

that the high weights of the packaging materials available increases the 

transportation eost of the exported flowers which in turn minimizes their 

competitiveness abroad where oth ers use the lightest possible packages that 

minimize transport eosts and increase price competitiveness. In add ition to this 

the short supply or the packages a nd their expensive p"iel; ililldcr I il e 

deve lopmcnt of the industry . ENYI and Ethio-dream have an aeu le problem 

associated with packaging. 
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CHAPTER FIVE 

5. Conclusions and Recommendations 

5.1. Conclusions 

As is the case in many developing countries, the major export items of Ethiopia 

are dominated by few agricultural products that earn very small amounts in the 

international market. Moreover , most of the exports a re destined to only few 
\ 

countries. Thi s fact calls for export diversification in an effort to increase the 

kinds of export items and searching new markets for both the existing a nd new 

items. 

Ethiopia has been operating in the f10rieulturc indu sLry I'or ove ,' 20 Y(,"'-S. 

However, the industry is still a t its nascent stage. The reaso n for this is the low 

level of emphasis given to the contribution of the sector to the counLry's foreign 

excha nge earnings. To this effect, so as to promote economic growth through 

diversifying agricultural produ ction and broaden foreign exchange earnings, the 

government of Eth iopi a, which now pursues a market-led economic policy, 

needs to place proper emphasis on the potential of the floriculture indus try. 

An Ethiopian cut-f1ower exporter goes through a lengthy customs and bank 

clearing procedures discussed in the previous c ha pte rs. Given the pcrishable 

nature of the cut-f1owcrs, these bureau cratic customs and ba nk formalities arc 

hindering the quality a nd competitivencss of Ethiopian euL-f1owe ,'s in I he 

international m a rkel. 

The f1 0rieul ture value chain in Ethiopia is process inten s ive in both the pre -a nd 

post-harvest phases, including strict requireme n ts on ch emical application and 

timing, temperature and humidity control, irrigation , cooling tempcraturc and 

length, packing m ate ria ls, and quality differentiation and so rting. Il is 

interesting to note that what clearly differentia tes this sector from the 
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traditional agricultu re m odel is th a t, n ot only is production year-round and 

highly industria lized, but a lso the post-harvest processing is tightly coo dinatcd 

with a three-day period from harvest to arriva l in des tina tion ma rket aiJl"O<J d . 

Given the highly capi tal intensive na ture of produ c tion and proccssing, m sc 

farmin g is not a s mallholder ac tivi ty . It is al so importa nt to nole thc extremcly 

tightly control led t ime d ime n sion of the logis ti cs process, given the product 

attributes desired and the fragility a nd perisha bility of th e roses . , 
\ 

The export volume a nd value of cut-flowers a ccounts for a sma ll proportion of 

the total exports of Ethiopia. In recent years the sector is showing 

improvements in terms of the quality and quantity of exports to the 

interna tional m a rket. Nevertheless, the technical, institutional and marketin g 

constraints discu ssed in the previous chapter and the flu ctuations in the prices 

of interna tiona l c u t- flower m arket have been and s till a rc res tric ti ng thc scc tor 

from generating adequa te foreign exchange ea rnings that thc coun try could 

have realized . 

5.2. Recommendations 

Based on the discussion s and findings of the a n a lysis in the preceding 

chapters, th e following recommendation s can be m ade: 

• Export support services extended by th e Ethi opi a n Expor t r)ro111ot ion 

Agen cy (EEPA) should encompa ss intensive promotion of Ethio pia n cu t­

flowers on interna tional markets. This can be done by providing spccia l 

assistant to cut-flower exporters in organization of and participation in 

regional and international trade fairs and exhibitions. The Agcncy should 

also grant ha nds-on technical assistance and organize short-term trainings 

in m a nagement, h arvesting and exporting of cut-flower s . 

• The governmen t in colla bora tion with the Ethiopian Hor ticulturc Produccrs 

a nd Expor te rs Associa tion (EHPEA) and other stakcholders has to set-up 

a n inde pendent cut-flower Resea rch a n d Develop ment Institution that 
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undertakes Ma rket Research fo r the iden tification a nd deve lo pment. o r new 

export markets; conduct, a r..alyze and disseminate cut-nowcr trad e re la ted 

informa tion to the bus iness community a nd provide inqu iry reply an d 

consultancy se rvices . 

• The Ethiopian customs Authority (ECuA), taking into account the 

perishable n a ture of cut-flowers, should provide special privileges to cut­

flower exporters for prompt clearance of the cut-flower export ca rgo. The 
\ 

authority should also develop a fully automated system to avoid the long 

customs clearing procedures and unnecessary paperwork. 

• Both government a nd private banks in the country shou ld broadcn the 

ran ge of services t hey offer to help the cut-nowcr expo rtcrs receive fast and 

secured pay ments from internation a l customers. Ethiopia n ba nks need to 

adopt state-of-the-a rt banking facilities s u ch as electronic payments , 

foreign cu rren cy accounts a nd elec tronic ba nking . 

• The Ethiopi a n Ilo r t.i c ulture Producers and ExporLcrs /\ssoc i" t inll (1':111'1'; /\) 

have to exert at m ost effort to create an organized a nd strong rose s upply 

chain so as to inc rease the sector's competitiveness. This can be done by 

sharing the experience of the neighboring countries like Kenya . 

• Even though there are some incentives that are give n to cut-flower 

producers by the government, there is still a need to improve thesc 

incentives m ore a nd provide other incentives whi ch were not provided 

before. to a ttract more investors to the sector e.g. extendin g the tax 

exemption period. 

• To solve the m a rketing related problems , strong age nc ics havc to be 

esta bli shed a nd th e existing ones have to be suppor ted in ter ms of fi na nce 

and skiller! mcll1power. 

• To so lve infra stru c tura l problem s , the govcrnmen t has to gIve priority to 

the a reas where the cut-flower projects are located by cxpanding road , 

water supply , powe r supply and other infrastructure . 
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• The government should facilitate negotiation a nd dia logue between 

exporters and the Ethiopian Air Lines officials so as to provide cargo a Ir 

pla ne s for th e exclusive tra nsportation of cut-f1owers. 

• The con cerned stakeholders h ave to find a way to produce domestical ly the 

inputs th at are imported from abroad su c h as ferti lizers because thi s givcs 

domestic produec l-s cost a dvantage in production that. enab le thcm 10 

compete with other cou ntries' exporters. 

• To solve pro blems of packaging and s hortage of plant mater ia ls , the eul ­

f10wer exporters a nd their association together w ith the governm en t h ave 

to strive for the creation of a strong ca r ton industry a nd e nabling of the 

import of plant materials from abroad at a lower cost. 
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Appendix-A 

Interview Questions for Cut-flower Exporters (Goldon Rose , 

ENYI, and Ethio-Dream) 

This interview is held to gath er data for th e MBA proj ect paper entitled "Export 

Marketing, Customs and Bank Clearing Operations of Floriculture in Ethiopia". 

I assure you lhal your responses are used on ly for academic analysis 01' lile 

study. 

T ha n k you in ;l(ivnnce for your coop erat. ion. 

1. Why do you c hoose to engage in the cut flower exporting busincss? 

2. Sinee when have you been exporting flowers? 

3. In acqui ring the export licen se , wh a t requirem ents a nd proced u res d id you l 

follow? 

4. In locating internationa l custom ers, wh at techniqu es do you employ? 

5. Wh ich countries are your company's targets? 

6. What challenges do you face in exporting cul-flowers? 

7. In your opinion, how do you see the governmcnl's in centive plans to 

promote lhc export sector? 

R. De scribe the kind :. of support yo u ge t from Ih" fi:lhiopi:ln IO: ~port l)rnl1loliorl 

Agency? 

9. What role do banks p lay in your exporting business? 

10. How do you th ink is the Ethiopian Customs Autho r ity's formaliti es [or eLll­

fl ower exporls'? 



Appendix-B 

Inte rview Questions for Eth iopian Customs Authority (ECuA) 

This interview is hcld to gather data for the MBA project papcr c ntiUcd "I'.:xpor-l. 

Marketing, Customs and Bank Clearing Opcrations or F']oriculturc in 1<: 1 hiopi'I ". 

I assure you Ihnl your res ponses arc used only rO I- '·lul ci cmic :111,I1ysis or Ill<' 

study. 

Thank you in advance ror you r coop era t ion. 

I. Dcscribe brieDy thc procedu res a n Ethiopian cut-Dower exporter needs to 

fo llow for effective custom s clearance . 

2. What are the principals custom clearing documents used in exporting cut­

Dowers from Ethiopia? 

3. Explain the qualily control a nd pre-sh ipment inspcct ion requirement.s of 

cut-Dower exporters . 

4. Which docum ent.s should be necessari ly presented to the CUslOl11s 

Authority by Freight Forwa rders? 

5. Given the perishabili ty or cut-Dowers, what measures are taken by Ihe 

Ethiopian Customs Authority for prompt clearance or cut- nowers? 

6. What are the majo r problems faced by cut-nower exporters in fulrilling 

customs rormalities? 



Appendix -C 

Interview Questions for Ethiopian Export promotion Agency 

(EEPA) 

Th is inte rview is h eld 1.0 gather data for the MBA projcc t pa pcr e ntitlcd "l<:xp0rL 

Marketing, Cu stoms a nd Ba nk Clear ing Opera tions of Floriculturc in E:thi op ia". 

I a ssure you that you r responses a re u sed , only for acad emic analysis of the 

study. 

Tha n k you in a dvan ce fo r your cooperation . 

I. Wh a t are thc majo r duties a n d activities of your orga n iza tion ? 

2, What measures d oes th e government take to stre n gthen th e noricu lturc 

sector? 

3. How do you promote c ut-nower export ing and whal SUPP0 rLs do you give 

fo r exporte rs? 

4. E:xp la in bricny the major problems faced in cx por ti ng cUl-nowCrs? 

5. What is the contribution of eut- nower in gen e raling fo re ign exchange') 

6. Wha t is you r con t ribution to th e eut-nowe r expor te rs association? 

7. Wha t are th e m ech a n isms u sed by your organization to a cquire market 

information? 

8. How do you see the organization of cu t- flower expor te rs in te rms of skil led 

m a npower, ca p ital a n d other facilities? 

9. How do you evaluate th e rela tion s hip of flower exporter s with banks a nd 

oth er financ ia l institutions? 

10. Wh a t a re the key success factors in expor t of cu t-nower? 
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