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ABSTRACT 

The main purpose of the research was to analyze the marketing and sales strategies of 

ELFORA Agro-Industries Pic. Since its establi slm1ent, the company's profitability and 

return on investment has been very low, even when it is compared to the current bank 

saving rate of 4%. The study tried to identify the major marketing and sales problems that 

contributed to such unsatisfactory level of financial performance. 

[n order to address those problem issues, the researcher conducted interview with the 

relevant company managers and referred secondary data sources. The collected data and 

information were compiled and analyzed for poss ible indications of problem areas. 

It was fo und that the main marketing and sales factors that contributed to the low profit 

level to be the w1der utilization of existing production and auxi liary fac ilities, 

inconsistency in product supply and delivery, inadequate and inconsistent demaJ1d fo r 

some of the company' s products, high cost of production due to low capacity utilization 

and W1timely purchase of raw material inputs, which resulted in higher prices than 

competitors leading to loss of market share. 

It was finally recommended a series of measures that the company should take in order to 

improve the current situation. These measures will ultimately provide the company with 

the advantage of cost-leadership that will strengthen its market position in terms of market 

share, price competitiveness, and eventual customer satisfaction. 



1.1 OVERVIEW 

CHAPTER ONE 

INTRODUCTION 

Ethiopia is a country endowed with a long history of an independent statehood. It has a 

landmass of 11 3 million hectares. Its strategic locat ion at the center of the Horn of Africa 

renders it a bridge between Asia and Afr ica. Its phys ica l prox imity to the vast and rich 

Middle East markets offers opportunities that are yet to be exploited. 

Ethiopia is also a country that is endowed with abundant natural resources. Mineral 

resources including precious gold, platinum and base meta ls are being discovered in 

quantities sufficient to render the deposits econom ica ll y feasib le. Its huge water resources 

remain largely untapped. 

With a populat ion of75 million (CSA, 2005), Eth iop ia is the third most popu lous country in 

Africa after N igeria and Egypt. Agricu lture is the mainstay of the Economy. It accounts for 

the bulk of the gross dom estic product (GOP) and employs about 80 percent of the 

population . Agricu lture is subject to chronic cyc lica l drou ght, which has affected the 

stabi lity and rate of overa ll economic growth. Exports are dom inated by coffee, the price of 

which has been on the decline in recent years. 

On a sector-by-sector basis, the share of agricultu re in GOP decl ined margi na ll y from 49.8 

percent in 2000101 to 48.8 percent in 2001/02 and to 44.8 percent in 2002/03. The share of 

agricu ltura l GOP increased to 47.4 percent in 2003/04 and averaged 48 percent for the 

period as a who le. Such fluctuations in the share of agriculture in GO P results not from 



structural changes but is due to period ic fluctuat ions in agricultural prod uction arisi ng from 

aberrations in weather conditions whi ch affects crop production (CSA, 2005). 

Manu facturing industry has histori ca lly been weak and its growth has rem ained insignificant 

with contribution to GOP averaging 13 percent in recent years. On the other hand, the share 

of the services sector in GOP has been ri sing and peaked at 4 1.5 percent in 2002/03. Industry 

and the services sectors registered considerable recovery over the five-year period with 

growths averaging about 4.5 percent and 5 percent, respectively. Industry and the services 

sectors together accoun ted for 53 percent of GOP and agricul ture accoun ting fo r the 

remaining 47 percent in 2003/04. Figure 1.1 below shows the compos ition of GOP by 

industri al origin (CSA 2005) . 

Figure 1.1: Composit ion o f GOP by lnd ustrial Origin 
- - -

47% 

13% 

Dolo Source: Central SIGlislics Agency - CSA 2005. 

o Agriculture 

• hdustry 

o Services 

1t is clear that the industri al sector is well behind both the agriculture and service sectors. 

When we furth er analyze the composition of the industry sector, we find that the share of the 

manu fac turin g sub-sector is only 5.4 percent of the tota l GOP in 2003104. 
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The deve lopment of the manufacturing sector plays a vital ro le in the country's economy in 

three ways: (a) th e value addition process creates job opportunities for local citizens, th ereby 

reducing the leve l of unemployment; (b) products manufactured loca ll y will have a 

substitute effect for imports of some man ufactured products, thereby sav ing foreign 

currency; (c) it would be possible to export va lue added products instead of raw agricultural 

prod ucts, thereby earn ing a higher forei gn currency fro m exports. 

The development of the domestic market fo r agro-industrial prod ucts is the first step that 

paves way for the export market. All market-related issues such as product qua lity, 

packaging, consistent delivery, pri c ing, etc. need to be first developed and exercised in the 

domestic market. Th is will help strengthen the domestic market position, wh ich ultimately 

enables the local companies to be able to supp ly and become competitive in the internat ional 

market. 

The foregoing ana lysis ind icates that the manufacturing sector (including food process ing) 

needs considerab le attention. Private sectors such as ELFORA Agro-Industries Pic playa 

vital ro le in add ing va lue on the agricultural products by expanding the agro-processing 

plants already at hand and/or establi shing new ones. 

1.2 COMPANY BACKGROUND 

ELFORA Agro- Industries Pic is a company engaged in the production and sa les of livestock 

and li vestock products, poultry products, and crop products. The Company was estab li shed 

in 1997 by acqu iring eight separate livestock enterpri ses and farms through the privatization 

process (ELFORA Brochure, 2007). 
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The company was licensed in February 1998 w ith a regi stered capital of Bi rr 100 million. It 

currently employs over 1500 permanent and contract employees and over 1500 casual and 

seasona l workers. 

The word ' ELFORA ' is made up of two Borena Oromo words; "Ela"- meaning well-water 

and "Fora"- meaning cattle graz ing area, thus s ignifying producti on of high quality livestock 

and meat based on trad it ional pastoral grazing and water resource as well as modern 

ranching and feedloting without exposure to artificial feeds and chemicals. 

ELFORA is perhaps the largest agro-processing firm in the country so far . It owns six 

s laughter houses, five meat processing and canning plants, a natural quarantine for livestock 

(the largest in the country), a number of ranches, feed lots and holding grounds, one poultry 

farm , and crops farms at various locations in the country. The Company a lso owns severa l 

delivery vans, cold trucks, livestock transporting trucks and other vehicles used fo r 

transport ing prod ucts to customers (ELFO RA Brochure, 2007). 

With its Head Office located in Addis Ababa, ELFORA currentl y manages seven abattoirs 

and food process in g plants, four crop farm s, one poultry fa rm, and five ranches, feedlots and 

quarantines organ ized under s ix operational zones throughout the country. 

With a motto 'ELFORA stands for Natural and Quality Products', the company has the 

fo llowing mission or business purposes (ELFORA Brochure, 2007): 

Develop the livestock industry by producing, through natural and improved 

practices, hi gh qual ity live animals in its own ranches, feed lots and quarantine 

stations. 
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Produce and market high quality livestock and meat products to both domestic 

and export markets. 

Supply special quality chilled/frozen beef, mutton, and goat meat carcasses, beef 

cuts, and broiler meat to the local and overseas markets. 

Engage in commerc ial production and marketing of poultry products, inc luding 

broiler chicken, portioned chicken meat, day-old chicks and table eggs. 

Engage in the production and marketing of cash and industrial crops for the local 

and export markets as well as for use by own processing and cannin g plants. 

Develop, process, and market canned meat and vegetable products for the 

domestic and foreign markets. 

Build-up a competent management and staff workmanship by constantly 

upgrading the ir sk ill s and encouraging teamwork and a sense of belonging ness. 

The success of business organizations such as ELFORA is determined by the abi lity to 

produce quality and marketable products and effectively make them reach the target 

customers. The Company owns a considerable size of production facilities (at least for now) 

and it needs a wider market base for its products. 

1.3 STATEMENT OF THE PROBLEM 

Since its establishment in 1997, the Company's profitability and return on investment has 

been very low and even declining. For a company with total investment of over Birr 400 

million, the rate of return on total investment (RO!) has averaged only 2.3 percent during its 

ten years of operation (Table 1.1). Although there is no information available on the industry 

average, the ROI is even below the cu rrent minimum bank saving rate of3.0 percent. 
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Table 1.1 Financial Performance of ELFORA Agro-Ind ustries Pic (1997-2006) 

In ' 000 BiiT 

1997/8 1999 2000 2001 2002 2003 2004 2005 2006 Total 

Reven ue 10,857 122,848 169, 186 98, 192 5 1,870 76,8 17 95,673 11 7,42 1 11 5,207 858,070 
Cost of sa les 3,242 79,622 11 3,875 62,523 34,427 50,092 68,883 90,828 89,135 592,625 

Gross profi t 7,6 15 43,226 55,3 11 35,669 17,444 26,725 26,790 26,593 26,072 265,444 
Adm inistrat ive & Gen. expo 8,527 34,134 39,703 4 1,220 33,773 24,00 1 24,539 24,924 25,240 256062 

Net pro fi t (9 12) 9,092 15,608 (5 ,55 1) I (1 6,330) 2,724 2,25 1 1,669 832 9,383 

Tota l I nveslment 37 1,896 37 1,896 37 1,907 398,38 1 398,38 1 403,816 403,8 16 403,8 16 403,8 16 403,816 

Return on Investment (%) ,0.25 2.44 4.20 -1.39 -4.1 0 0.67 0.56 0.41 0.2 1 2.32 -. Source: "mance Service Deparlmel1/, ELFORA Agro-lndus(l'Ies Ptc. 

The low level of return on investment (ROI) is the result ofa combination of various factors. 

Among the problem factors, the following are presented briefl y: 

High fluctuation in demand for some products and difficul ty in planning producti on; 

Underutilization of ex isting capacity; 

Gap between ti me of production and demand vo lume resulting 111 supply 

inconsisten cy, loss of sales, and stocks piling up; 

Higher selling prices than competitors'; 

Inadequacy of promotional acti vities; 

Poor packaging; 

Occas ional problems in product quality; 

Perishable products with short shelf-life, compelling the compan y to immediate ly sell 

at reduced prices; 

Shortage o f raw materials and escalation of input pr ices; 

Inabi li ty to purchase raw materials at the time when prices are low; 

Inadequacy of air space for export market; 

Escalation of air fre ight charges, making se lling prices too high to be competitive in 

the international market; 

High admini strati ve and general expenses. 
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1.4 OBJECTIVE OF THE STUDY 

As mentioned in Sect ion 1.3, ELFORA currently has faced with a problem of very low 

return on investment (ROI). The two main research questions are, therefore: What are the 

main marketing and sa les factors contributing to such a low profit leve l? How can the 

problem factors be addressed in order to improve the current profi t level? The study 

exam ines in detai l the main factors that have contributed to the sub-performance with respect 

to profitabil ity, and seeks ways of reso lving them . The study palticularly hi ghlights the 

im portant concepts and applications of the basic marketing and sa les strategies in li ght of the 

current s ituati on of ELFORA Agro- Industries Pic. The main objectives or the study are to: 

i) Examine in detail the main prob lems associated with the low return. 

ii) Highlight major areas of marketing and sales issues that need attention. 

iii) Prov ide strategic a lternatives for alleviating the major marketing and sa les problems. 

1.5 METHODOLOGY 

1.5.1 Sources of Data 

Both primary and secondary data have been used. The primary data and in format ion have 

been obtai ned from the managers of local and foreign marketing and sa les departments. Data 

and information have also been obtained from the production personnel, particularl y with 

respect to quality issues. The secondary data and information have been co ll ected from all 

relevant material s, both publi shed and unpubli shed documents, such as such as reports on 

prod uction, financial statements, Company's Perfo rmance Rev iew document for the year 

2006, and other external and internal reports. Overview of the genera l socio-economic 

environment and sectoral ana lys is has been extracted from the publications of Central 

Statistica l Agency and Ministry of Finance and Economic Deve lopment. 
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1.5.2 Data Gathering Techniques 

Primary data has been gathered through interview with the local and fore ign marketing and 

sa les departments, and production personnel o f the company. Relevant stat istica l and 

descriptive data and informati on have been extracted from the secondary data sources. 

1.5.3 Sa m pie Size 

Three maj or prod uct categories have selected for analys is. These are li vestock and livestock 

products, poultry products, and canned products. These three products account for 80-85% 

of domest ic sales and 100% of the export sales. 

1.5.4 Data ana lysis 

In order to describe, analyze and integrate the data, appropriate descri ptive, analytica l and 

stat istica l measures were emp loyed such as percentage comparisons and fo recasting 

methods. 

1.6 SCOPE OF THE STUDY 

The company produces and sell s a wide range of agricultura l products. The company's main 

reason fo r its lower return on in vestment (ROI ) can be cited as the under-utilization of its 

existing production fac il ities, which in turn resulted from inadequate market for the 

products. The demand in turn is affected by the price of the product which depends on the 

cost of prod uction. Figure 1.2 be low shows the inter-dependency and effects on the RO I of 

the various factors just mentioned above. Because the external factors such as raw materia l 

prices, esca lating air fre ight charges, etc. a re common threats for a ll indi vi dual businesses in 

the industry, and are beyond the control of anyone business in the industry, the special foc us 

of the study is on how to improve the interna l efficiency towards ut il izati on of ava ilable 
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production capacity, attainment of cost- leadership and in creasing sales vo lume. The 

accompl ishment of these factors wi ll undoubted ly he lp the company to improve its 

pro fitab ility. The scope o f thi s study is also limited to those units and activities of ELF ORA 

that are closely and directl y related to the producti on, sales, and de li very of prod ucts. 

Lower Return 
on Investment 

(RO I) 

1 
Higher Cost Hi gher Lower Lower 

of Se lling Demand Sales 
Producti on Pri ce Volume 

Lower 
Capacity 

Utilization 

Figure 1.2 : Factors Affecting Leve l o f RO J. 

1.7 SIGNIFICANCE OF THE STUDY 

The ultimate goa l of any busi ness estab l ishment is to remain in business profitably through 

production and sa le of products or services. Without optimal profit, a business firm cannot 

surv ive, let a lone achi eve a sustainable growth. One of the core activi ti es in a bus iness 

company is the marketing and sales acti vity. The ultimate success or fa ilure of a company 
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depends on its abi lity to se ll what it produces and continues the production-sales cycle for 

relatively a longer period of time. The initial in vestigation revea ls that much has not been 

done on this core activity, or at least, it has been a neglected area. The study is therefore 

intended to help the company management to redirect their attention to this highly essentia l 

function. The study will a lso contribute towards the advancement of theoretical knowledge 

and serve as a reference material for si milar studies in future. 

1.8 LIMITATIONS OF THE STUDY 

As far as the company under the study is concerned, data for analysis was ava ilable without 

limitation. However, the data have been manipulated for the sake of confidentiality without 

affecting th e real situation. There was no constraint on data and information on the macro 

and sectoral environment as they were abundantly ava ilable in officia l publications of 

government mini stri es, agencies and institutions, as well as internet. The cost structure of 

competitors was not available, and the effort to acquire the in format ion was not successful. 

Up to date and comprehensive data on demand and suppl y of the products selected for the 

study was not available, and as a result, current demand figures have been projections of the 

rem ote past data. The main focus of the study has a lso been the Addis Ababa market while 

further stud y of other regions in the country would have a signi ficant effect on the 

comprehensiveness of the study. The study has also been lim ited to the internal efficiency of 

the company, i.e., the contribution of external facto rs to the prob lem at hand was not 

incorporated. 
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2.1 INTRODUCTION 

CHAPTER TWO 

LITERATURE REVIEW 

With severe poverty, low productivity, inadequate infrastructure and poorl y integrated 

markets, the prob lems of deve lop ing countries are often exacerbated by an underdeveloped 

agro-industrial sector. Little attention has usually been paid to the value cha in through which 

agri cultura l commod ities and products reach the final consumers w ith in the country and 

abroad. Th is neglect results in enormous potential losses of value added and employment 

opportun ities . While high-income countries add US$180 of val ue by processing one ton of 

agri cu ltural products, developing countries generate only US$40. Moreover, whi le 98 

percent of agricultural production in high-income countri es undergoes industrial processing, 

barely 30 percent is processed in developing countries. Yet, between 40 and 60 percent of 

manufacturing va lue added is generated by agro-processing industries in developing 

countries, and agro-industrial products are the major products exported from these countries, 

frequently accounting for half of all the exports (www.unido .org/doc/S070). 

In the case of Ethi opia, the value of agricultural and agro-industrial products export 

accounted for 84 percent of the total export in 2004. During the same year, the total expOlt of 

agricultural and agro-industri a l products was well below half a million tons whi le imports 

were over 2 million tons, which is four times that of the exports (CSA 2005). 

Today, there are two very distinct types of fa rming in the world : (I) the highl y efficient 

agricu ltu re of the developed countries where substantial productivity capacity and hi gh 

output per fanner permits a very small number of farmers to feed the entire population of the 
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nation; and (2) the inefficient and low productive agricul ture of the develop ing countries 

where, in may instances, the agricul tural sector can barely sustain the farm popu lation let 

alone support the entire population of the country.' 

Eth iopia is basica ll y an agri cultural and pastoral country. In light of the size of the 

population, Ethiopia could be considered as a country of small -scale, fam ily-based farmers 

with subs istence agricu ltu re (Todaro, 1982). Even today, th is form of farm ing is, by far, the 

most important fo rms of production, constituting the bulk of the Ethiop ian agriculture. In 

this trad itional subsistence farm , production is mainly fo r own consumption and one 0 1' two 

staple crops are the major sources of food intake. Productiv ity and output are low. 

Production tools are sim ple and manually operated. Land and labor are the principal factors 

of production with li tt le or no capi tal investment. Labor is underemployed for most of the 

year except during seasonal peaks such as planting and harvesting periods. The farmer 

usually cultivates onl y as much land as his family can manage. The production environment 

is at the mercy of nature. Environmental hazards, technological limitations, rigid soc ial 

institutions, fragmented markets and poor communication networks between rural areas and 

urban centers tend to discou rage higher level of production. 

2.2 HISTORY OF AGRICULTURE AND AGRO-INDUSTRY 

IN AFRICA AND ETHIOPIA 

2.2.1 Ancient Agricultural Practice in Africa 

In terms of land surface, Africa is the second largest continent, next to Asia, in the world. 

There are more than 30 million square kilometres (or 20% of the earth 's land surface) of 

trop ical Africa suitable for crop cultivation (K im ble, 1960). 

I A note prepared for MIDROC Magazine, April 2000: 12. 
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With regard to the historical development of agriculture, Egypt and Ethiopia could be 

considered as the first and second countries in Africa mentioned with earliest countries in the 

world where ancient agricul ture was practiced. Ancient agriculture was practiced in Egypt 

since the fifth millennium B.C. The agricul ture was tied up with the country's efforts to 

control the seasona l flood of the Ni le, and records show that a masonry dam was bui lt about 

2925 B.C. to control the Nile River and provide water for irrigation ? 

Wheat and barely were the main crops, and lentils, onions, beans and flux were also 

important. The Egyptians domesticated ducks and geese in the waters and bred cattle, sheep, 

goats, pigs and donkeys in the drier wasteland and stubble (Konczachi, 1990) . 

In Ethiopia, the Agew and Beja of North Western Ethiopia practiced ancient agriculture as 

we ll as livestock husbandry. They produced several types of cereals and legume~ and used 

ancient farm implements. The Afar and Somali in the east, the Oromo and Sidama in the 

south based their livelihood in livestock production, basically leading a nomad ic life. The 

Oromos had vast experi ence in cattle rearing while the lowland Afar owned large herds of 

camels . In the ancient practice of agriculture, Eth iopians used iron and bronze to 

manufacture farm implements such as digging iron, iron hoes, ploughs, sickles, etc. (Pacey, 

2000). 

As a resu lt of the development of farm tools, today there are two distinct types of cultivation 

methods in Ethiop ia, i.e. the plough fanning prevalent in the highlands and the hoe cu ltu re 

observed in the southern parts of the country. In general , with the exception of Egypt and 

Ethiopia, a lmost a ll sub-Saharan Africans earned their living by gathering food (incl uding 

hunting and fi shing), by cultivating crops, by herding, or by a combination of these 

2 New Encyclopaedia Britan ica. 
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activities. No tribal groups lived exclusively by hunting. The bush men of Kalahari Desert 

and bordering areas, the Banyambo and Bwamba of Rwanda, and the Dorobo of Kenya 

highlands used to do similar activities. The Bubinga and other food gatherers of the deep 

forest of tropi cal Africa seem to have divided their attention between catching monkeys and 

fish , and seeking out wi ld honey and ed ible roots. By far, the great majority of the people 

were either cu ltivators or pastoralists or both . Though time has changed, many African 

peop les sti ll work on their land and keep their dom estic an imals the way their forefathers did 

(Kimble, 1960). 

Considering ancient crop husbandry practice of Africa, there are two main types of 

cultivation: permanent and shift ing. The shifting cultivation is more com mon of the two 

practices. In the shifting cultivation, the farmer cut the trees, cleared the bush, piled and 

burned them. Big trees were usua lly left in place mainly for control of so il erosion. Planting 

was nothing more than the placing of seeds or tubers in ho les made by a digging stick, the 

ho les then being filled in with a kick of the foot. In some countries, only one crop is planted 

in a given plot of land in a season. But in many places, it is more common to plant a mixture 

of seeds and tubers which could enable the cultivator to safeguard himself against the 

vagaries of nature and th e threat of erosion (Luzzi, 200 I). 

In fo rest clearing, hoeing is not usually necessary during the first year. This is because the 

fire is likely to kill the weeds. From the second year until the land is fallowed, it would be 

necessary to hoed. The prod uctive life of a plot of land depends on its fert ility. Fertile land 

could be used from 15 to 20 successive crop years. For most land which is not fertile, three 

to four years will be the shifting period. Practically, with the except ion of banana and other 

tree plantations, every crop is kept on shifting cul t ivation (Pardey, 1998). 
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In the case of permanent fa nni ng, the Kara people living on the island of Ukari in Lake 

Victor ia had developed a remarkably intensive mixed farming system which maintains the 

ferti lity of the land under continuous cropping. They feed their cattle on crop res idue 

supplemented by topping of trees and fodd er. Vegetable wastes are used as bedding, and this 

was enough for farmyard manure. This cropping system supports a popul ation of over 600 

per square miles (K imble, 1960), which is one of the heaviest concentrations in Africa. 

Simi lar permanent farming methods were to be found in the Kahri of Togo, the highlands of 

Cameroon, Rwanda, Ethiopia, and Kenya. 

Pastoralism cou ld also be considered as the third farming system in Africa. The chief 

pastora l peop le came from the valley and brought with them cattle similar to the present day 

long-horned cattle of the Ankole and other east African pastoralists (Kimble, 1960) . 

The main purpose of animal keeping was social rather than economical. With cattle, a man 

cou ld get social respect, wives and fo llowers. For a pastoralist, there was no better 

occupation than to be among hi s animals. In most cases, pastoralist soc iety was self­

sufficient. Pastoralists often had more an imals than they cou ld use. It was not however 

common to trade the surplus other than for nominal exchange. The herdsmen of eastern 

A frica are wanderers in search of grass and water for their an imals (Sarma, 1985). 

2.2.2 Modern Agriculture in Africa 

The beginning of modern agriculture in Africa, where and how it was first practiced is not 

well known. What is fairly certain is that there were small-sca le agricu ltural enterprises in 

Africa before the coming of coloni al powers. These enterpri ses were undertaken a lmost 

so lel y for the purpose o f subsistence. They were characteri sed by trad itiona l tools, limited 

use of fert ilizers, uncerta in amount of yield and poor land management. Around the turn of 
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the 20th century, the agricultura l position began to change for several reasons. First, the 

highlands of East and Central Africa were occupied by European colon izers. Second, global 

demand for agricultural products increased drastically. Third, the tax payment imposed by 

the colonial administrations forced African farmers to produce cash crops. Fourth, industria l 

products were introduced to the African markets. These conditi ons urged African farmers to 

produce marketable crops for domestic markets as well as for raw material requirement for 

the co lon izers' home industries3 

In the 1920s and 1930s, the cash-crop farmi ng became big business and widely spread from 

Ghana to Sierra Leon, N igeria, Congo and Uganda. In add ition, in many parts of Africa, 

large farms began the cultivation of one crop, usually for export, by employing foreign 

cap ital and human resources. These large farms were known as plantations because they 

were mainly concerned with tree crops such as banana, rubber, and oil palms (Kherallah, 

2002). 

The establi shment of modern agriculture in Eth iopia was first initiated by Emperor Menilik 

II. For this to happen, the Emperor set up the first Ministry of Agriculture and Work in 1908. 

Recognizing the significance of each sub sector towards the country's economic 

development, the Emperor s igned severa l agreements and protocols with various foreign 

governments and companies . These included wood processing factory in the west (1898), 

modern agricultural estates near Quara, Lake Tana area (1905), rubber tree plantation around 

Akak i ( 1906), eucalyptus tree plantation (with seed ling from Australia), irrigated agricu ltural 

development a long the Awash River, fruit farm development and modern an imal and 

3 I.Hernet filc"/lA"\agri4 fi lcs\Modcm.htm 
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wi ld life breeding (1907). These effOlts were consolidated, improved and expanded during 

Emperor Haile Se lassie's regime from mid 1940s to earl y I 970s.4 

T hi s period registered the establi shment of the first Animal Production and Hea lth 

Directorate in 1944 fo ll owed by cattle breeding stat ions at Sholla, Andassa, Adami T ulu and 

Gibe, sheep breed ing stations at Entoto, Kundi, Kofele, Dinsho, Jijiga, Debre Berhan and 

Amed Guya, and poul try farm at Sholla. Al l these were organized under the Mini stry of 

Agricul ture.5 

In the 1960s, the slim poss ibility of generating radical changes in small-scale subsistence 

farm in g has compelled the Eth iopian Governm ent to encou rage large sca le commerc ia l 

farm s to modernize the sector. The rapid development of com mercia l farming was taken as 

the only way to get immediate increase in agricultura l product ion to sati sfy raw material 

requi rements of local industries and export trade. To thi s effect, it was essent ia l to attract 

more foreign investment and to im port the required managerial and technical ski ll s . 

Therefore, mechan ization was encou raged by exempting from import duty of all types of 

agricultural mach inery and allowing fuel free from duty. Investment in commercial farming 

was ensured by further incentives such as credit in cash and in kind at a relativel y low 

interest rate. Thi s was intended to attract mainl y foreign in vestment along with their 

entrepreneurshi ps. A five-year grace period had a lso been given for any loan fo r agricultura l 

investment as an additi onal incentive. 

As a result, commercial farming was expanding in the South- Eastern regions of the country 

where suitable land for mechanizat ion was abundantly available. Commerc ial farm s 

4 Min istry of Agriculture, Establishment and Development, July 27, 1984 . 

5 ibid. 
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established in the Awash valley concentrated on the production of cotton, sugarcane, and 

fruits. In these fa rm s where hi gh in itia l investment cost is required, the Dutch, the British, 

and the Italian investors were penetrating the valley to prod uce export commodi ties. HVA, a 

Dutch firm, set up sugarcane plantation and a sugar processing plant and had developed 

about 15,000 hectares in the Upper Awash Valley. The Tendaho Plantation Share Company, 

estab li shed by the Mitchel Colts Group (a British firm ), developed a total area of about 

10,000 hectares in the Lower Awash Valley and mainl y produced cotton . G innery plant was 

an integra l part of the development. 

Individual investors from Italy had c itrus and banana plantation around Melka Sedi in the 

Middle Awash Valley. Local investors were a lso attracted by thi s profitable agribusiness and 

they were busy investing in the A wash Valley and elsewhere in the country. Large scale 

commercial farm s of cereals and pulses were flourishing in the highlands of southern regions 

where loca l investors mostly invo lved. In the nOlth of the country (Humera, Abderafi, and 

Metema), domest ic investors, w ith the support of the World Bank, were also producing 

sesame main ly for export markets. 

Ethiopia has had long tradition of handicraft and various types of small sca le industries 

based on manual labour and si mple too ls. Such small-sca le industries inc lude food 

processing, weaving, production of agricultural implements, and leather making. 

Modern industry in Ethiop ia is a recent phenomenon, introduced du ring the earl y years of 

the 20th century. Its origin can be attributed to internal and external factors. The two main 

factors were the emergence of a strong centra l government in the second half of the 19th 

century, and the construction of a rai l way line between Add is Ababa and Djibouti. The 
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interact ion of these two factors ended the iso lation of Ethiopia from the rest of the world and 

brought about the emergence of modernization. 

Prior to 1928, a total of26 factories were establi shed around maj or cities, Addi s Ababa, Dire 

Dawa, Asmara (the cap ita l of Eritrea which was once a state of Ethiop ia), and Gondar. All of 

these facto ries were engaged in light industries, owned and managed by fo reigners. Most of 

them were food processing industries. During the Italian occupation, the Dire Dawa Cement 

Factory and Kality Food Processing Plant were established. 

During 1942-1 953, 2 1 factor ies were estab lished and all of them were consumer goods 

prod ucers. During 1953- 1963, 26 additional factories were established of which 7 were 

food-processing plants. During 1964- 1974, some 54 industr ies were establi shed of which 46 

were consumer goods prod ucers. Prior to 1974, most o f the manufacturing industries were 

privately owned, managed by the owners who were fore igners. 

There were five meat processing plants under the Ethi opian Livestock and Meat 

Corporation. These plants and abattoirs were established in the 1950s and 1960s mai nl y by 

foreign in vestors, with nominal government shares . Along with the 1975 nationalizati on of 

privately owned enterprises, the government took over the assets and the management of all 

the meat processing plants until the recent privatizati on program. 

Prior to 1968, priori ty was given to industr ialization, and as a resul t agriculture was 

neglected. In 1968, agriculture was given at most attention. The sector had been divided into 

two ma in sub sectors: commercia l and subsistence fam il y farm ing. The commercial 

agri culture was intended to increase marketable surplus particu larl y for to suppl y raw 

materia ls for domestic industries and for export. Mechanizati on was encouraged by 
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exemptions from import duty of all types of agr icu ltural machinery and implements. The 

basic idea of focusi ng on mechanized farm in g was to increase production and productivity 

by taking advantage of economies of scale.6 

Crops grown by commercial farms included cotton, sugarcane, tobacco, fruits, vegetables 

and oil seeds in the lowland areas, and coffee and tea plantations and variolls cereals in the 

highlands. However, the 1975 Proclamation of Rural Land had transformed all large-sca le 

commercia l farm s into state farm s. All agricultural and agro-industrial estab li shments were 

nationalized and managed by the government. Improvements and expans ions had been made 

on some of the nationalized enterprises as well as new establ ishments durin g the 17-year rule 

of Derg. Now the econom ic policy of the country has been changed to market economy, and 

majority of state owned enterprises have been privatized or under the process of 

privatization. 

2.2.3 Ethiopia's Potential for Agriculture 

Like any other developing country, Ethiopia has an agricu ltura ll y dominated economy. The 

princ ipal resources of agriculture are land, labour and livestock. The manner in wh ich these 

resources are organized and used in the production process is determined by the 

organizational structure of agricu lture itself. For example, in the pre-1974 revolution, the 

land tenure system was not conducive for the application of modern technology. 

Ethiopia has a total geographical area of 11 2.3 million hectares. About 56% of the total area 

is suitable for agriculture. In the year 2005, an est imated area of about 15 .6% of the arable 

6 Ministry or Agriculture, Establishmenl and Development, July 27, \984. 
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land is cu ltivated or faliowed J The climate and the soils of the arabl e land are suitable for 

many agricu ltural crops8 

Unli ke most Afr ican co untri es, Ethi opia has the most vari ed agro-eco logical zones, with 

altitudinal ranges between 110 meters below sea leve l and 4620 meters above sea level. 

Based on the a lt itude, the country is d ivided into three cli matic zones : High land (Dega) with 

a ltitudes greater than 2500 meters; Semi-H ighland (Woina Oega) w ith altitudes between 

1500-2500 meters; and Lowland (Ko la) with alti tudes less than 1500 meters above sea 

level.9 This variabili ty ofagro-eco logical zones enabled the coun try to be the origin of many 

plant species such as coffee Arab ica, teff, barely, sorghum, niger seeds, and animal breeds 

such as nyala, wa li a, red fox, etc. 

The country has a lso abu ndant surface ground water resources. It has 12 ri ver basins and 8 

natural lakes. The vo lume of the ground water is esti mated to be about 2.6 bill ion cubic 

meters, and the river basins have a total annual run-off of about 110 billion cub ic meters. Of 

the total run-off, about 75% dra ins to neighbouring countries. With the exception of River 

Baro, none of the other rivers is navigable; but they have cons iderab le potentia ls fo r 

hydropower generation as we ll as irri gation farming. In add ition, most of the ri vers and lakes 

are rich in fish and there are about 10 1 species of fis h o ut of which fou r are ind igenous to 

Eth iopia.1O 

Ethiopia has also vast animal resources. The current livestock popu lation is est imated to be 

about 77 mi ll ion, of whi ch 40 mi llion are cattle, 2 1 million sheep, and 16 milli on goats. In 

add ition, there are about 32 million poul try and 7 million horses, donkeys, mules and 

7 Central Statist ical Agency (CSA, 2005). 

8 Survey of Eth iopian Economy MEDAC, 1997. 

9 Ministry of Agriculture, Establishment and Development, July 27 , 1984. 

to A Note prepared for MIOROC Magazine, April 2000. 

2 1 



camels. I I In fact, Ethiop ia is the first in Africa and tenth in the world in the s ize of its 

li vestock population. Despite thi s potenti al, however, the agricultural sector remains 

underdeveloped. 

With a population o f about 75 million,1 2 Ethiopia is the third most populous country in 

Africa. In terms of land resources, Ethiop ia is the ninth largest country in AFrica. In terms of 

livestock resources, the country is the first in Africa and tenth in the world. With all these 

resources and the huge divers ity of plant and an imal species, Ethiopia is by far better than 

most African countries. 

Ethiopia is basically an agricultural and pastoral country. [n light of the populat ion Size, 

Ethiopia could be cons idered as a country of small-scale, famil y-based farmers with 

subsistence agriculture. This form of agriculture is an old form of production. Even today, 

this method of farming is by far th e most important forms of production, constituting the 

bulk of the Ethi op ian agricul ture. T his dom inant practice of agriculture is known as mixed 

fa rm ing of the hi ghlands where both crops and livestock production are integrated . 13 

In the mixed farming method, crop production is divers ified and involves lim ited inter-

cropp ing. While the farms are generall y permanent, continuous cropping is made possib le by 

crop rotation . The system is characteri zed by fragmented, small-size land with average 

holdings less than one hectare per household. Prod uction is subs istence oriented, i.e. 

minimiz ing risks of fai lure in the face of unpred ictable natural (main ly weather) conditions. 

Product ion techniques are very trad itional. Use of modern inputs is very low and 

11 CSA, Agricultural Sample Survey, 2005/06. 

]2 Central Statistical Agency (CSA, 2005), 

13 A Note prepared ror M1DROC Magazine, Apri l 2000. 
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productivity of both labour and land is ve ry low. Lack of investm ent resources and moisture 

stress are the most criti ca l problems of th e farm. 

Pastoral farming is common in the lowlands o f the country. It is dominant in terms of area 

coverage but produces less than the mixed farm ing. In the pastora l areas, herds include 

cattle, sheep, goat and camel. 

Agriculture dominates the Ethiopian life to the extent that littl e progress can be made unless 

sufficient efforts can be made to develop agricultu re. On the other hand, the resource base to 

rapidly increase agricu ltural producti on is very promising but the constraints to develop the 

sector are immense. 

2.2.4 Recent Economic Policy Environment 

After the present government took power in 1991 , it adopted a market-driven economy. The 

new government was quick to introduce po licy and institutional reforms in the 1990s 

encompassing fiscal, financia l, exchange rate, trade and industry, management of public 

resources and enterprises. In the earl y I 990s, the Government introduced a comprehensive 

program of structural reform under pressure from the World Bank and the International 

Monetary Fund. 

Those reform s included the structural adjustment program of the World Bank and the 

Enhanced Structura l Adjustment Fac ili ty (ESAF) of the Internationa l Monetary Fund. Many 

of the reform measures were financiall y supported by the country's development partners, 

both bilatera l and multilateral. Not all reform measures were strongly pursued, however, and 

some of the intended reforms have been slow or have fai led to take root. Even though, 

during the past two decades, there admittedly has been a sharp fal l in the dominant role of 
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the public sector in economic activiti es, pub lic ownershi p continues to remain hi gh in key 

sectors of the economy including, manufacturing industry (textiles, steel, sugar), the 

construction industry, telecommunications, air transport, banking, etc. 

In the I 990s, the Government initiated a program for pri vatizati on of state-owned enterprises 

and establ ished a Privatization Agency fo r the purpose. It also embarked on a program of 

retrenching excess personnel in state-owned enterpri ses . However, the slow divestiture o f 

state-owned enterprises has left the Government with problems associated with numerous 

state-owned enterprises which are either not efficient or non-performing altogether. This has, 

among other things, drained the banking system of financial resources resulting from large 

backlogs of unrecoverable loans. In some instances, bad debts are being covered by the 

Government. The pract ice is neither desirable nor sustainable and underpins the need for a 

concerted drive towards privat ization of the remaining publi c enterprises stil l in government 

hands. 

At the turn of the Mi llennium the Govern ment shifted its development strategy from the 

structural adjustment program and ASA P of the 1990s to a poverty red uction program, a lso 

ini tiated by the same institutions behind the structural adjustment program and ASAP. The 

Sustainable Development and Poverty Reduction Program (SDPRP), as it is ca lled, aims at 

promoting growth and a lleviating poverty. The program rests on four pillars, as it were, 

compris ing agricultural-deve lopment-led industrialization (ADLI) and food security; justice 

and c ivil service reform, govern ance, decentral ization and empowerment and capacity 

bui ld ing which predate the SDPRP. The program focuses on the following major areas : 

agriculture which is the source of li vel ihood for upwards o f 85 percent of the 

popu lation where the bu lk of the poor li ve; agriculture is also be lieved to be a 
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potential source to generate primary surplus for growth of other sectors of the 

economy (industry); 

strengthening private sector growth and development, especially in industry as means 

of ach ievi ng off-farm employment and output growth; 

rapid export growth by increasing the production of high value agr icu ltu ra l products 

and increased support to export oriented manufacturing sectors particularly 

intensified process ing of high quality skins/leather and textile garment; 

deepening and strengthening the decentralization process to shift decision-making 

c loser to grass-root levels, to improve responsiveness and service delivery; 

improv ing governance to empower the poor and create a conducive environment for 

private sector growth and development; 

2.2.5 MIDROC'S Involvement in the agro-Industrial Sector 

Basically, the private sector is made up of ventures or enterpri ses in which the cap ital is 

provided and the risk borne by individuals as against the public or the government. Private 

compani es can be owned by both local and fore ign investors. In terms of technology, finance 

and market outlets, the fore ign private investment has much to offer, provided that it is 

applied sensibly within the local environment. In many developing countries, the private 

sector is involved in agri-business, mainly in the plantation sector, the supply of inputs and 

the trading of export commodities. 

Desp ite the apparent attributes of the private sectors, their partic ipation in the developing 

countries has been limited. This is naturally a question of business risk and choice. The 

private investor can choose where to invest his or her resou rces, and in general will choose 

where the risk is lowest, o r the profit to ri sk ratio is highest. MlDROC Eth iopia's investment 

objectives go beyond thi s: it is based on the owner's commitment to the economic 
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development of the country of hi s birth place, Eth iop ia. ELFORA is one of the investments 

made based on such com mitment. 

2.2.6 Situation Analysis at ELFORA 

Despite the vast opportun ity and potential in Ethi op ia fo r agribusiness, ELFORA has not 

obtained as much benefit as proport iona l to the level of in vestment it has made. In fact, when 

we consider the social and economic benefit to the country, it created job opportunity for 

over 3000 citizens and the government also co ll ects employment income tax from these 

employees. However, as a business establishment, the company needs growth and 

development to cope up with technological and economic changes that are now very 

dynamic due to g lobalization and deve lopment of information technology. To do so, it 

requires add itional investment that should be generated from internal profit. It is unlike ly 

that owners will continue pumping money into the company indefinitely unless the company 

designs and implements a turnaround strategy thereby providing investors with a convincing 

assurance that the business should conti nue. The question is, therefore, what should be done 

to improve this situation? 

Studies made so far have focu sed on the agri cul tu ral sector at the national level. Annua l 

publications of government mini stri es and agencies prov ide data and informat ion at the 

macro level. Very little research has been made on speci fic compan y issues relat ing to 

operational efficiency, marketing and sales strategies, new product development, and other 

areas of paramount importance for the survival and growth of the company. 

A recent study cond ucted on an agro-processing finn here in Ethiop ia dealt with problems in 

areas of both domestic and internati ona l market ing, and the overa ll performance of the firm. 

The firm is engaged in crops and vegetable products with some of them processed and 
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packed. T he stud y was conducted for the purpose of fo rmation of joint ventu re with private 

in vestors. While the study mainl y dealt with operationa l and technical problems within the 

firm as well as genera l issues on both domestic and internati onal marketing, it did not 

prov ide adequ ate data for analysis nor mentioned any speci fic marketing and sales strateg ies 

to be adopted. Furthermore, the compan y under stud y in my project has its own peculiar 

characteri stics . 

ELFO RA Agro-Industries Pi c. is an a lready establi shed company w ith a total in vestment of 

over Birr 400 million and has been operatin g for the last ten years. Agro-process ing in vo lves 

s ignifi cant investments in plant and eq uipment, and in order to operate effi cientl y, these 

faciliti es shou ld be used to full ca pacity year-round, every year (Kohls et al. 2005:92). 

Substantial investment has a lready been made on the ex isting production fac ilities and 

infrastructures. 

The prerequisite fo r max imum use of the ex isting prod uction faci lit ies is the availability of 

market demand suffic ient to absorb the volume of products produced by these fac iliti es. The 

demand for agro-industrial products a lways ex ists. T he industry however is characteri zed by 

enorm ous competiti ons from both domestic and internati ona l suppliers. T he process of 

globa li zati on - invo lving global and regiona l economic integration driven by technolog ical 

advances and trade liberalizati on and harm oni zation po li cies - presents both threats and 

opportunities for existing agro-based industries in deve loping and tran si tion economies 

(www.un ido .org/doc/5070). T he penetration of the market economy into formerl y iso lated 

and remote areas opened up opportunities for rai s ing agricultural and agro-industrial 

productivity, but it also posed acute cha llenges fo r countri es like Ethiopia where the agro­

industr ial sector faced increased competition and market vo latility as a resul t. 
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Agro-ind ustry compani es are fac ing intense price competitions from rival companies 

operating both locally and abroad . The traditional ' cost plus' pricing privi leges enjoyed by 

companies are no more exist in g, particularly for products and services that are abundant in 

the market. Consequently, companies such as ELFORA need to focus on minimizing the 

cost of production , leav ing the prices to be determined by the market forces. The main 

interest of this paper is therefore to look fo r appl icab le marketing and sales strategies that 

shou ld be adopted, with particu lar reference to the existing s ituations in the company under 

study. 

The next chapter ana lyzes empirical data on the demand and suppl y characteristics of some 

of the important agricultural and agro-industria l prod ucts that are related to the current 

business act ivities of ELFORA. 
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CHAPTER THREE 

DATA ANALYSIS AND INTERPRETATION 

The first step in any marketing study is the analysis of the market environment both in terms 

of demand and suppl y. Although ELFORA is engaged in the production and sal e of a variety 

of agricultural and agro-industria l products, the focus of thi s study is on livestock and 

livestock products, poultry prod ucts, and canned products. These lines of products account 

for 80-85% of the total domestic annual sa les of the company as a whole. 

3.1 DOMESTIC MARKET DEMAND CHARACTERSITICS 

3.1.1 Livestock and Livestock Products 

According to Agricultura l Sample Survey Report of the Central Statistica l Agency (CSA 

2005/06), the estimated an nual li vestock off take is 4.02 milli on cattle (10% of the tota l 

stock of 40 million), and 10.1 million sheep and goats (27% of the total stock of37 million). 

Table 3.1 Estimated Livestock Off -Take (2005/06) 

Type of Li vestock 
Quantity in 

Cattle 

Sheep 

Goats 

Total 

Source: Central Statistics Agency " Agriclilrural Sample Survey: 

2005106 (/998 E.e.) flO/lillie II. 

Heads 

4,022,059 

6,516, 183 

3,6 16,001 

14, 154,243 

Table 3. 1 shows the tota l li vestock off-take for the country as a whole. For th e purpose of 

extracting the re levant market for ELFORA, furth er breakdown is required . A recent data on 

the breakdown could not be found, but Table 3.2 below, which has been compi led from 
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interim report prepared by Ministry of Agricu lture, shows the distribution of livestock off-

take in 1987/88. 

Table 3.2 Distribution of Estimated Livestock Off-Take (1987/88) 

Cattl e 
Heads 

I. Domestic Market 

1.1. Add is Ababa 143,000 

1.2 . Processing Plants 39,000 

1.3. Elsewhere outs ide Addis Ababa 1,700,000 

Sub tota l (I) 1,882,000 

2. Foreign Market 

2. 1. Omeial Export 34,000 

2.2. Illegal Export 150,000 

Sub total (2) 184,000 

Total Off Take ( 1+2) 2,066,000 
SOllrce. MfJIISflY of Agriculture interim Report, 1990 

NOles: (a) Hlllllan popllialion 0/ Addis Ababa (1987/88) 

(b) !-hllnan population in olher areas (/987/88) 

(c) TOlal Ethiopian Popllialion (1987/88) 

Ton* 

24,000 

5,000 

230,000 

259,000 

6,000 

20,000 

26,000 

285,000 

Sheep & Goats 
Heads 

959,000 

17,000 

9,728,000 

10,704,000 

345,000 

300,000 

645,000 

11 ,349,000 

1,584. 000 

45,526,000 

47, I/O, 000 

Ton** 

12,000 

204 

116,736 

129,000 

4,000 

3,000 

7,000 

136,000 

* Conversion/actors/or 1./, 1.2, and 1.3 are 168, 128 and 135 kg/head, respectively; J Ion = 1,000 kg. 

** Conversion/aclor/or 1. 110 1.3 is 12 kg/head; lIon ~ 1,000 kg 

Table 3.2 above shows that out of the estimated off-take, the domestic market absorbed the 

dominant share of 91 % of the cattle off-take and 95% of the off-take for sheep and goats. 

The sma ll surplus off-take of 9% for cattle and 5% for sheep and goats has been diverted to 

the export market both through offic ia l and unoffic ia l trade. 

The releva nt market segment for ELFORA with respect to livestock and meat products is 

Addis Ababa. The c ity, being the nation's cap ital and seat of various internationa l 

organizati ons, is the prime target and the ma in market outlet for livestock and li vestock 

products supplied from areas around it and further away. The focus here is, therefore, on the 

Add is Ababa market for these products. 
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From the domestic consumption of catt le, sheep and goats indicated in Table 3.2, the 

tonnage share taken by the Addis Ababa for beef and mutton is summar ized in the Table 3.3 

below. 

Table 3.3 Actual and Forecasted Consumption of Beef and Mutton 

Quantify in Tons 

1987/88 2007/08 ' 

Beef Mutton Beef Mutton 
I. Total Domesti c Consu mption 259,000 129,000 518,300 259, 100 

2. Addis Ababa Consumption: 

2. 1. Addis Ababa Abattoi r 24,000 1,000 48,200 2,000 

2.2. Backyard Slaughter . 11 ,000 . 22, 100 

Total Addis Ababa Consumption 24,000 12,000 48,200 24, 100 

3. Share of Addis Ababa from total (2/1) 9.3% 9.3% 9.3% 9.3% 

Source: MtnJSIIY of Agriculture Intenm Report, 1990 

'" Figures are arrived a l by multiplying the per capita consumptions discussed below. The share of 
Addis Ababa consumption is assumed 10 be the same. Figures are rounded 10 Ihe nearest hundred 

Notes: (a) !-Iuman populalion of Addis Ababa (2007108) " 

(b) Human populalion in other areas (2007108)** 

(c) TOIaI Ethiopian Population (200 7108)** 

3./72,000 

77,086,000 

80,258,000 

U Human poplilatiunjiglln:s are arrived 01 by projecting the yea,. 2005106 popu/ationjiguI'es/or two 

years 01 a growlh rate of 3.3%/01' Addis Ababa and 3.4%forthe counllyas a whole, as provided il1 

FAOSTAT (2003) . 

With a popu lation of almost 3.2 mil li on (4% of the total population), the annua l consumption 

of beef and mutton for Addis Ababa accounted for 9.3%. Based on these figures, the nation's 

per capita consumption would be 6.Skg for beef and 3.2kg for mutton, while for Addis 

Ababa, it would be IS.2kg and 7.6kg of beef and mutton, respective ly, more than twice 

larger than the national per capita consumption. 

Another market study conducted by DANAGRO (1996) 14, based on the data obta ined from 

the Addis Ababa Abattoir Enterprise, establ ished beef consumption for Addis Ababa in 

I 994/9S, as shown in Table 3.4 below. 

14 DANAGRO Advisor a/s, Ethiopia Meat Industry Privatization Project, Vol. II , Annex II : Marketi ng Siudies, Addis Aba!>'1, Sept. 1996. 
"DANAGRO" is the name of a Danish Company, where "DAN" represents the name of the country as "ETHI O" for Ethiopifl . 
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Table 3.4 Annual Supplies of Beef by Abattoirs (1994/95) 

Heads Ton 

I, Annual Cattle Slaughter by Addis Ababa Abattoir 100,000 9,000 

2, An nual s laughters by other abattoirs/backyard 85,000 7,650 

3. Total slaughter for Addis Ababa 185,000 16,650 

SOlllee. COlllpiledfiolll DA NAGRO sllIdy, 1996. 

Note: Boneless meal yield is assumed 10 be 90 kg/head; lIon = 1,000 kg. 

DANAGRO's survey has a lso reported on the annual consumption figures in tons of beef, 

mutton, bro iler and table eggs by catering services in Addis Ababa as in Table 3.5 below. 

Table 3.5 Annual Consumptions of Livestock Products by Catering Services 

in Addis Ababa (1994/95) 

Catering Service Beef Mutton 

I. Hotels 866 

2, Restaurants 4,002 

3. Supermarkets 450 

4. Pastries -

5. Snack Bars -

Total 5,3 18 

Share (%) 58 

SOlllee. COlllpiledfiolll DA NAGRO sllIdy, 1996. 

* "Broiler" means chickel1l11eal. 

402 

7 12 

50 

-
-

1,164 

13 

Quantity in Tons 

Broiler' Table Eggs Total Share (%) 

29 1 353 1,912 2 1 

253 370 5,337 58 

6 1 176 737 8 

- 845 845 9 

- 400 400 4 

605 2, 144 9,23 1 100 

6 23 100 

It can be observed from the fi gures in Table 3.5 for the catering service that beef 

consumption accounted for 58% while tab le eggs accou nted for the next larger share of23%. 

Mutton and broiler consumpt ion took the smallest share of 13% and 6%, respectively. 

In the total consumption of the catering service, the restaurants segment, which also includes 

restaurants serv ing national foods, took the largest share of 58%, followed by 2 I % for 

hotels, 9% for pastries, 8% and 4% for supermarkets and snack bars, respectively. The pastry 

and snack bar segments consume only ta ble eggs. 
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Assuming the Addis Ababa's per capita consumption of9kg for beef, 5.6kg for mutton, and 

2.6kg for broiler, and taking the 1994/95 population projection of 2. 1 mill ion, the study 

est imated the demand in Addis Ababa for livestock products as shown in Table 3.6 below. 

Table 3.6 

Prod uct 

Beef 

Mutton 

Broi ler 

Actual and Forecasted Demand for Livestock Products in 
Addis Ababa 

Quantity in TOils 

1994/95 2007/08' 

18,900 28,500 

11 ,760 17,800 

5,460 8,200 
Source: Compiledfrom DA NA GRO sludy, 1996. 

'" Figures are arrived of by multiplying the per capita consumptions 

discussed above and taking Ihe population 0/ Addis Ababa in 2007108, which 

is 3, 172,000 (Table 3.3). Figures are rounded to the nearest hundred 

Yet another estimate by FAO (2004) 15 provides the figures, as shown in Table 3.7 below, for 

domest ic consllmption of I ivestock products in the country between 1980 and 2000. 

Table 3.7 Actual and Forecasted Domestic Consumption of Livestock 
Products 

Quantity in Tons 

Annual 
Growth Estimated 

Prod uct 1980 1993 2000 Rate (%) Consumption 

1993-2000 2007108' 

Beef 200,800 230,000 298,000 2.6 365,900 

Mutton & Goat Meat 131,400 138,900 145,300 0.5 151,200 

Poultry Meat 65,600 72,000 73,800 0.2 75,000 

Eggs 61,500 63,800 65,800 0.3 67,400 
Source: FA OSTAT (2003) 

'" Figures/or estimated consumption/or 2007108 are arrived 01 by projecting the year 2000 conslimplion 

using the anl1l1al growlh role during years 1993 - 2000, i.e., C }00708 = C }()OO X (J +G/ ; where, 

C = Consllmplion; G = Grawlh rate; 8 = Number a/years between the base year (2000) & year 2007108. 

15 FAO, Li vestock Sector Brier, May 2004. 
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Comb ining the figures from the three sources, the estimated consumption figures of beef, 

mutton, poultry meat, and eggs for Addis Ababa are shown in Table 3.8. 

Table 3.8 Annual Consumptions of Livestock Products in Addis Ababa as 
Estimated based on the Three Sources (2007108) 

QUCll11ily in Tons 

Average Per Cap ita 
DAN- for Consumption 

Product MOA AG RO FAO 2007108 (Kg) 

Beef 48,200 28,500 34,000 36,900 11.6 

Mutton 24, 100 17,800 14, 100 18,700 5.9 

Poultry Meal - 8,200 9,200 8,700 2.7 

Eggs - - 6,300 6,300 2.0 

Notes: 

(a) Consllmpliol1figllres under Minislly of Agriculture (MOA) hm'e beenlakenfrom Table 3.3. 

(b) ConslImpfiolljigures uncleI' DANAGRO have been taken from Table 3.6. 

(c) Consllmplionfigures under FAO have been arrived at as/allows: 

- For bee/and mUllon, thejigllres in the lasf column a/Table 3. 7 have been multiplied by 9,3%, 
which is Ihe share of Addis Ababa cOl1slImplion as indicOfed in MOA interim report (/987/88). 

- For pOllllly meal and eggs, fhe respeclive per capi/a COnSlIl1IpliOI1S of Addis Ababa (2.9 & 2.0kg) 
as gil'en by FAD - FAOSTAT (2003) have been mll/riplied by the poplliarion of Addis Ababa in 
2007108. which is 3.172,000 (Table 3.3). 

(d) Averagefiguresfor 2007/08 have been arrived a/llsing simple average ca/culation. 

(e) Per capita conslimpNonjigures have been calc lllated by dividing the average figures for 2007/ 08 by 
the number a/population of Addis Ababa i112007108 (3, 172, 000), ond Ihel1l11ultiplying the result 
by 1.000. i.e .. I Ton ~ 1,000kg. 

(f) All ca/cu/atedjig lfl'es in Table 3.8 are rounded fO the neareSI hundred, except per capita consumption 
figures, which are rounded 10 one decimal place. 

The average figures for 2007108 in Table 3.8 above indicate the magnitude of the demand for 

the various livestock products in Addis Ababa. As wi ll be observed later when we examine 

the supply characteristics of livestock products, onl y 5% of the demand is satisfied by 

institutional companies such as ELFORA. This is an indication of a vast market opportunity 

in Addis Ababa for the supply of livestock products. 
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3.1.2 Do mestic Demand for Canned Food products 

The domestic market demand for canned food products, spec ially canned meat products, is 

very low owing to the genera l consumer preference for fresh meat and vegetables. 

The domestic market demand for canned products is almost totall y concentrated in major 

cities, mainly, Add is Ababa, and the consumer group mostly consists of expatriates, affiuent 

nat ionals, the catering services - hotels, restaurants, uni versities, co ll eges, hospita ls, 

insti tu tional clubs, etc. 

3.1.2.1 Canned Meat Products 

Canned cooked meat, which mainly includes Corned Beef, Beef in Jelly, Beef Stock, Canned 

Fish and Mi nchet Abish, are generall y considered by consumer as inferi or products and 

therefore, have low consumption and se lling prices, even through they involve high 

production costs, espec ially in terms of im ported cans for their packing. 

Canned Corned Beef, Beef in Jelly, and Beef Stock used to be exported to UK, Belgium, 

Italy and Russ ia until the mid 1980's, but product ion ceased after export markets were 

closed. 

Canned Fish has fa irly better market demand than the other canned meat products among the 

general consumers mainly in the fasting season, although fresh fish , which is in short supply, 

is more preferred. 

Canned Minchet Abish ("Zighn i Wot" in Amharic) is the major canned meat product for 

local sa les, large ly for consumption by the mili tary. The sale of Minchet Abish to the 

military was ones significantly hi gh during the mobilizat ion of the Defense Force for the 
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border war with Eritrea. The demand and consumption by the military has drastically 

declined since the demobi lization after the cease fire agreement. Currently, very little and 

irregular demand exists from the military and militia forces in some admin istration regions. 

No other market demand exists for this product. 

3.1.2.2 Canned Vegetable products 

Fou l Madame is used to be produced along with canned meat for export market to Yemen in 

the mid 1980s, which later ceased to be supplied . It used to cover 30% of the export of 

canned products on average during the three years between 1983/84 and 1985/86. 

Vegetable Soup is another of the canned food products solely demanded by the military and 

militia forces. Like the Minchet Abish, this product has no demand among other consumer 

segments. 

Among the canned vegetable products, Tomato Paste, especially of the 850 gm t in, is the 

more wide ly consumed product among individual households and catering services. The 

other canned and bottled tomato products with small demands in the loca l market are peeled 

tomato, tomato juice, tomato ketchup, all dest ined to consumers as for tomato paste. 

Canned Orange Marmalade is also among one of the canned fru it products being consumed 

local ly, mainly among catering services (hotels and restaurants) and some individual 

households. 
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3.2 DOMESTIC MARKET SUPPLY CHARACTERSITICS 

3.2.1 Beef and Mutton 

Cattle, sheep and goats for slaughtering are sold in the major market places, numerous 

unauthorized empty spaces, and street corners within Addis Ababa. 

The Addis Ababa Abattoir Enterprise, which slaughters cattle and few sheep and suppl ies 

about 60% of the beef through butcher shops, is considered the major source of fresh beef 

for household consumers in Addis Ababa. The rest 40% of beef is supplied th rough other 

informal sources such as the Karallo Abatto ir, Burayu, some supermarkets, and other 

backyard slaughtering. 

Thus, the supp ly market is characterized by both formal and inform al operations with the 

following se llers playing the major role: 

Butcher shops: supplyi ng the city's individual household , institutional consumers, 
and, to some extent, the catering services . 

Supermarkets: retailing to individual household consumers, institutions, and high 
class hotel s and restaurants. 

Private suppliers: are informal traders or owners of cattle feedlots supplying beef 
and cattle to supermarkets, small and medium hotels and restaurants. 

BackyardlBush Slaughtering: by a temporarily organized group for beef supply 
to household consumers. 

For mutton, only about 8-10% of the tota l slaughter is supplied through abatto irs while the 

major source of supply is slaughtering in the backyards by individual consumers, with very 

few reta il outlets existing. 
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3.2.2 Poultry Products 

Most of the supply of poultry products to the Add is Ababa market is in the fo rm of loca l 

eggs and chicken sold in several market places and street corners as we ll as door-to-door by 

individual traders. Commercia l chicken (broilers) and eggs are supplied at farm gates and 

through the various outlet shops of ELFO RA, Alema, Almaz and Tsedey poul try fa rm s; 

while commercia lly organized suppli ers of table eggs competing fo r the market are 

ELFORA, Kalehi wot, Genesis and NAC LD . These Commercial suppliers have fa irly 

establi shed production and di stributi on facilities. 

3.2.3 Canned Meat Products 

Besides the production of Corned Beef, Beef in Je lly and Beef Stock fo r supply mainly to 

the export markets in the mid 1980s, some vo lume of these products were used to be 

supplied fo r the local market, especia lly for consum ption by the expatr iate society. After 

interrupti on for some time, these products once had been appearin g in the domestic market, 

together with the larger supply ofMinchet Abish to the military. 

Except for small imports by maj or supermarkets, these meat prod ucts are a lmost tota lly 

produced by the meat processing plants that were previously under the ownership of the 

governm ent, but which are currently owned by ELFORA. These process ing plants are: 

Melge Won do, Dire Dawa, Kombo1cha, and Meat Concentrate plants located in the various 

regions of th e country. Production and supply by these plants du ring the 1980s is shown in 

Table 3.9 below. 
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Table 3.9 Production and Supply of Canned Meat Products 
(1983/84 - 1987/88) 

Product 1983/84 1984/85 1985/86 

Domesti c Market 

- Canned Meat Products 5,207 3,30 1 1,596 

Export Market 

- Corned Beer 1,389 756 1,010 

- Beer Stock 27 13 12 

Total Export 1,416 - 1,022 
Source. MII1IStl), of Agnculture Imerlm Report, 1990 

Quantity in Tons 

1986/87 1987/88 

2,846 6,703 

442 129 

IS 6 

457 135 

As can be seen from Table 3.9 above, the production and supp ly of canned meat products for 

the domestic market was once quite significant, taking an average annua l share of over 80% 

as aga inst 20% of export during the 5 years between 1983/84 and 1987/88. 

3.2.4 Canned Vegetable Products 

Canned Vegetab le Soup, Foul Madame, Green Beans, and Tomato Paste are another group 

of prod ucts that are produced and supplied solely by ELFORA. Vegetable Soup is produced 

for consumption by the military and militia fo rces. Foul Madame and Green Beans are 

products currently with an insignifi cant volume of sa les. Few import brands of the latter 

exist in the market. 

Tomato Paste, mainly with two packing sizes of 850gms and 41 Ogms, with small quantity of 

70gms, are produced and supplied by the only two domestic competitors - ELFORA and 

Upper Awash Enterprise, w ith few import brands, especia lly the 70gm size. 

Other Canned Vegetable and Fruit Products inc lude Peeled Tomato with 850gms and 

4l0gms packages that are produced and suppli ed so le ly by ELFORA. However, the current 

volume of production and sa les of these products is negligible. 
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3.3 COMPETITION AND MARKET SHARE 

3.3.1 Beef and Mutton 

While over 60% of beef is supplied by butcher shops, the bulk of the remaining beef are 

suppli ed by individ ua l traders and illega l butchers. A very sma ll share of beef and mutton 

meats are supplied by well organized bus iness compani es such as ELFORA, few 

supermarkets, and few experienced individuals. These commercial suppliers mainly supplied 

to the catering services, and their market sha res are shown in Table 3.10 below. 

Table 3.10 Commercial Supplies of Beef and Mutton (2005/06) 

Quantity in Tons 

Suppli er Quantity Share (%) 

I. ELFORA 1,915 66 .S 

2. Shi Solomon Supermarket 197 6.9 

3. Fantu Supermarket 177 6.2 

4. Fekadu Ak lilu 242 S.4 

5. Teshome G/Mariam lSI 6.3 

6. Abebech Balcha 154 5.4 

Total 2,866 100 

Source: Annual Peljormance Review of ELFORA (2 005/06). 

The tota l supp ly of 2,866 tons by commercial suppliers is only 5% of the total demand of 

55,600 tons for beef and mutton (36,900 tons beef and 18,700 tons mutton - Tab le 3.8) for 

Add is Ababa market. ELFORA's share stood at 3.4% of the total demand of Add is Ababa in 

2005106. 
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3.3.2 Poultry Meat 

The share distribution of commercial supp liers of poultry meat to Add is Ababa market is 

shown in Table 3. 11 below. 

Table 3.11 Commercial Supplies of Poultry Meat (2005/06) 

Supplier 
Quantity 

Share (%) 
(Tons) 

I. ELFORA 368.6 52.0 

2. A lmaz Poultry Farm 168.; 23.8 

3. A lcma Poultry Farm 156.0 22.0 

4. Tsedey Poultry Farm 15.6 2.2 

Tolal 708.7 100 

Source: Annual Pelformance Review of ELFORA (2005/06). 

The tota l supply of70S.7 tons of pou ltry meat by commercia l suppliers (Table 3. 11) is only 

S.6% of the tota l demand ofS,200 tons for Addis Ababa in 2005/06 (Tab le 3.S) . The share of 

ELFORA stood at 4.5% of the tota l demand for Add is Ababa in 2005/06. 

3.3.3 Table Eggs 

The share di stribution of commercia l suppliers of table eggs to Addis Ababa market IS 

shown in Table 3. 12. 

Table 3.12 Commercial Supplies of Table Eggs (2005/06) 

Quantity 

Supplier Piece Tons' Share (%) 

I. ELFORA 28,136,377 1,406.8 71.4 

2. Genesis 7,200,000 360.0 18.3 

3. Kalehi wol 3,456,000 172.8 8.8 

4. A lcma 500,000 25.0 1.3 

5. NAC ID 96,600 4.8 0.2 

Total 39,388,977 1,969.4 lOa 
SOlllce. Annual Pel/o/monce Review of ELF ORA (2005106). 

* One piece of table egg weighs 50gms on average, and lIOn = I,OOOkg. 
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Commercia lly produced table eggs are mainly supplied to the catering outlets serv ing with in 

the city, espec ially to pastries and snack bars. 

The total of nearly 39.4 million pieces or 1,969 tons of table eggs supplied by the private 

commercial producers li sted in Table 3. 12 above is only 33% of the total demand of 5,900 

tons for Addis Ababa in 2005/06 (Tab le 3.8). ELFORA again took the largest share of over 

70% of the commercia lly produced table eggs supplied during 2005/06, but satisfied onl y 

24% of the city's total demand for table eggs in 2005/06. 

3.3.4 Canned Meat Products 

Minchet Abish is solely produced and supplied by ELFORA. Thus, this product faces no 

compet ition. ELFORA is also the only domestic producer of Corned Beef, Beef in Jelly, and 

Beef Stock, but some competiti on in terms of quality and packaging ex ists from imported 

brands. 

3.3.5 Canned Vegetable Products 

Canned Vegetable Soup and Peeled Tomato are produced by ELFORA a lone, and face no 

major domestic market competition, except from few imports of the latter, which takes up 

some share in the domestic market. 

Tomato Paste, which constitutes a significant volume among canned vegetable products, is 

supplied mainly by two local producers - ELFORA and Upper Awash Enterpri se. A 

considerable vo lume of thi s product is also im ported. Therefore, the competition is firm 

among ELFORA 's brand "Melge" and Upper Awash's "Merti", along with other imported 

brands. 
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The share d istribution of suppli ers of tomato paste is presented in Table 3.13 be low. 

Table 3.13 Supplies of Tomato Paste (2005/06) 

Supplier 
Quanti ty Share (%) 
(Cans) 

I. ELFORA 118,226 3.5 

2. Upper Awash Enterprise 2,976,900 88.6 

3. Tej i International (Importer) 264,840 7.9 

Tolal 3,359,966 100 
Source: Annual Pelformance RevIew of ELFORA (2005/06) . 

Neither actual nor estimated data on demand for tomato paste was avai lable from any source. 

However, the supply fi gures in Table 3. 13 above constitute the who le country wherever 

the re is demand . 

As can be observed from the fi gures in Table 3.1 3, ELFORA had the least market share of 

tomato paste . Accord ing to the local marking and sa les manager of ELFORA, the reasons for 

the wide gap between ELFORA and Upper Awash Enterprise in terms of the market share 

for this product a re: 

Upper Awash obta ins raw tomato (the major in put for the production of tomato 

paste) from its own farm s and out growers, with who it established strong 

relat ionship. T hi s enab les Upper Awash to produce tomato paste more consistently 

and continuously than ELFORA. 

As the Merti Jeju processing plant of the Upper Awash has been estab lished recently 

with better technology than ELFORA's existing plants, the latter is faces with the 

problem of ineffic ient production leadi ng to hi gher production cost. 
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" Merti" brands of Upper Awash have more attractive packages and labeling 

(lithographed) as compared to " Melge" brands of ELFORA. 

" Merti " brands have wider market di stribution channels through the who lesale 

distribution of ETFRUIT and reta il trade outlets by its agent, " Victory Department 

Store," both supported by strong promotion, as compared to the few sa les outlets for 

the " Me lge" brands. Thus, consumer goodwi ll has been we ll deve loped for the 

former brand. 

Overall , ELFORA brands suffer from unattracti ve labe ling, incons istency in prod uct 

supply and inefficiency in production. 

3.4 GENERAL FACTORS AFFECTING DOMESTIC DEMAND 

FOR LIVESTOCK PRODUCTS 

Because of growth in urban ization and overa ll population s ize, the market potential for 

li vestock and meat prod ucts is al so growi ng, though at a slower rate than the population 

growth. As shown in Tab le 3.7, the annua l domestic consumption growth rates were 2 .6% 

for beef, 0.5% for mutton, 0.3% for eggs and 0.2% for poultry meat. On the other hand , the 

total population growth rate of the country was 3.4% durin g the periods 1990-2000 

(FAOSTAT,2003). 

Genera ll y, demand for livestock products exceeds supp ly, thereby leading to increase in 

prices, which in turn negative ly influence the purchasing power of potential consumers. For 

example, according to National Bank of Eth iopia 16, national level prices of meat products 

increased by over 100% over a period of 6 years ( 1999/00- 2005/06), whi Ie price of eggs 

16 National Bank or Ethiopia, Quarterly Bullet in , First Quarter -2006/07. 
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increased by 19%. During the same period, Addis Ababa prices fo r the two products raised 

by 78% and 3 I %, respectively. The lag of livestock supply behind demand is caused by 

various factors including the ever growing illegal trade through the borders with Kenya, 

Somalia, and Sudan, the recurrent drought, and death due to widespread di seases. The 

di sease a lone caused a loss of about 9.5 million heads of cattle, sheep, and goats in 2005/06 

only. 17 This means, over 12% of the total li vestock population is lost due to death. 

Demand for meat, especia lly beef, which is preferred over mutton, increases during the short 

periods of rel igious festiva ls. The demand genera lly boosts in the months of September, 

when the Eth iopian New Year and Meske l are celebrated, between the end of Decem ber and 

mid-January, when X-Mas and Timket (Ethioipian Eph ipany) are celebrated, respectively. 

January is a lso a month in which most wedding ceremonies are taking place in Ethiop ia, 

resul ting in the consumption of meat to lift up. 

The fa stin g period starts in March and contin ues throughout up to the end of April when 

Orthodox Chri stians abstain from the consumption of livestock products for nearly two 

months, and almost all abattoirs and butcher shops in the city c lose operation during this 

time, and the meat consumption drops s ignificantly. 

Meat consumption starts to rise aga in at the Easter celebration ("Fasika" in Amhari c) 

towards the end of April when the fa sting period ends, fol lowed by a ri se in wedding 

ceremonies during April and May. Thus, cultural and re ligious occasions have seasonal 

influence on the level of meat consumption. 

17 Central Statist ics Agency, Agricul tural Sample Survey, 2005/06 ( 1998 E.c.), Volume II. 
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For regular consumption, most households purchase beef from butcher shops, with increased 

demand at the week-ends, when many people are longi ng to enj oy eating the specia l cuts of 

raw meat and roasted meat ("Tibs" in Amharic). Most people prefer the week-ends because 

eating raw meat is more of a tradit ional occasion that must be carried out in group when 

friends are around. 

Mutton is purchased by household consumers mainly in the fo rm of live sheep from the 

several market spots in the city. Since only about 8-10% is slaughtered by abattoirs, the 

major 90-92% of sheep is slaughtered in the backyards of household consumers. Thus, very 

few reta il outlets exist to serve the small number of consumers w ith supply of mutton. 

As far as the demand for poultry products is concerned, eggs and poultry meat from loca l 

chicken are generally hi ghly preferred to the exotic ones that are produced and suppli ed by 

commercial pou ltry farms. Trad itiona lly, chicken meat, including eggs, is regarded by most 

nat ionals as a fe stive food in the form of the traditional chicken sauce ("Doro Wot" in 

Am haric) . However, the traditional form of preparing chicken sauce is becoming more and 

more expensive in terms of time to prepare and req uiring expensive ingred ients such as 

butter, onions, and other spices. As a result, most consumers, especia ll y the affl uent groups 

are nowadays shifting towards consuming the less preferred but semi processed chicken 

meat produced and suppli ed by commerc ial farms. 

3.5 MARKETING AND SALES PROBLEMS IN THE DOMESTIC MARKET 

ELFORA is the largest company in the country in the agro-industry sector with its existing 

faciliti es such as ranches, feedlots, processing plants, auxiliary equ ipment, and most 

importantly, the number and skill of its human resources. With its facilities widely scattered 

through out the country, the company could not use them owing to prob lem of adequate 

46 



market for its products resul ting in higher overhead costs than competitors. This has placed 

the company at a compet iti ve di sadvantage for its products, and made it suffer from 

un attractive profit level. 

Competitors, inc luding small and medium size butcher shops, individuals suppliers, 

supermarkets, backyard slaughterers, etc. are getting better benefits from better use of 

capacity, lower cost of production and di stribution, lower personne l costs, and also, 

according to the manager of local marketi ng and sa les, these competitors usually supply 

lower quali ty products, and some are operati ng in the designated name of "NGO" privileged 

by exemption from tax and duty payments, while they are in fact engaged in profitable 

commercia l activities. 

During an interv iew with the manager of loca l marketing and sa les, the following issues 

were ra ised as the most im portant facto rs to be considered with respect to the domestic 

market. 

3.5.1 Distribution OutletslNiche Markets 

ELFORA has currently concentrated its sa les act ivities with in and around Add is Ababa. The 

company is currently running a number of sa les shops of its own that are located at various 

locations in Add is Ababa. The vol um e of sa les made by many of the existing shops is so 

sma ll that the abso lute margin obta ined by runn ing these shops is not adequate enough to 

cover the costs of running them. In addition, the company at present has very few 

di stribution agents for sa le of its products. Majority of the distribution agents focus on ly on 

the benefits that the particular day brings to them. They are not concerned about long term 

business relationships and brand specialization. 
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3.5.2 Supply Consistency and Product Delivery System 

Supply inconsistency has been a persistent problem of ELFORA w ith respect to some of its 

prod ucts. Once products are made ava i lable in the market and a reasonable demand for the 

products have been c reated , the prod ucts suddenly disappear from the market. For example, 

tomato paste produced and suppli ed by ELFORA has a superi or quality ove r that of other 

competitors. Aware of thi s, many customers prefer ELFORA's tomato paste. However, the 

supply inconsistency often di sappointed customers with consequential loss of confidence on 

the company. 

ELFORA's prod uct delivery system is a lso unsatis factory. Most of the company's customers 

in Addi s Ababa constitute catering serv ices that require timely de livery of the products they 

have ordered . The nature of the products to be deli vered is such that they must be supplied 

fres h and can not be held in stock for a long time. The customers' requirement also makes 

the del ivery difficu lt as most of them wa nt to obta in the products at the sam e time in order to 

prepare the mea l timely. The shortage of cold trucks, added to the high traffic jam within the 

c ity, has made the company ineffective in its product de li very to esteemed customers. 

3.5.3 Scale of Operation 

One of the main drawbacks in ELFORA's operation is the underutili zation of its exi sting 

production fac il it ies. The ex isting food processing plants, ranches, feed lots and other 

auxi liary facilit ies remain id le for most of the time. Although the ma in reason for this is lack 

of adequate market for its products, the paradox is that some products with hi gh and 

continuous demand oftentimes di sappear from the market. Such supply inconsistency has 

damaged the image of the company and eroded the customer loyalty . 
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3.5.4 Raw Material Availability 

Unavai lab ili ty of raw materials is the other main problem contributing to the underutilization 

of existing capacity. The seasonality of agricultu ral products such as tomato and other inputs 

for the product ion of canned products makes it very difficult to continuously engage the 

factories throughout the year. As a result, ELFORA is unable to take advantage of the 

benefit ga ined through mass production with lesser production cost. The company may 

engage its ex isting crop farm lands (through the application of irrigation system) in the 

production of raw agricu ltural inputs to be supplied to the processing plants for the 

production and continuous suppl y of canned vegetable prod ucts, thereby maintaining supp ly 

consistency in the markets, increased utilization of idle resources and attaining red uction in 

overhead costs which will enable it to strengthen its competitive posi tion. 

Live animals, especia lly cattle, are the major input for the production of beef and related 

products for domest ic market. Price of live cattle changes frequently throughout the year 

depending the season and volume of illega l trade through borders. Such price fluctuation, 

usually upwards, puts ELFORA at a ri sk of reduced margin or loss as the supply of the 

prod uct is mostly based on contractual agreements with major catering services and 

institutions, where in most cases, do not provide for the possibility of increase in se lling 

price. 

3.5.5 Price Competitiveness 

In the center of every business organization appears the issue of product prices. Businesses 

are established to achieve, among other things, a certain level of profit to ensure the survival 

and growth of the company as well as providing the owners with a return on the ir 

investment. Profit can be obtained only if the revenue, which is determined by the price and 

quantity of products so ld, is greater than the cost of producing and suppl ying the product. In 
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the contemporary bus in ess env ironment, indi vid ual companies have no control over the leve l 

of prices of their products. Thi s is especially true when the product in question is abundant 

and supplied in the market by many companies. 

The majority of ELFORA's products (such as li vestock and meat, eggs, poultry meat, and 

canned tomato paste) are produced and supplied by many domestic competitors at reduced 

prices. Although there is no data availab le on the cost structu res of the compet itors, their 

production fac ilities are much more less than that of ELFORA 'so From thi s, it can be safel y 

concluded that the ir overhead costs are much less than that of the latter. Consequently, 

ELFORA is usually forced to price its products at the level its compet itors do . 

The other factor for ELFORA 's higher prod uct prices is the purchasing characteristics of raw 

material inputs. Prices of agricultural raw material s are ris ing cons iderably these days. Now 

that farmers in the rural area have been equipped with mobile phones, they can hoard their 

produce and regularly monitor the ir market prices, thereby creating shortages in the market. 

The temporary shortage usua lly forces ELFORA to purchase at higher prices as the 

production and supply of some products shou ld not be stopped due to contractual 

commitments. This situation is particularly aggravated in the product ion of poultry products, 

where the live chicken should continuously be prov ided with feed , which will otherwise be 

exposed to d isease and eventua l death . 
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3.6 EXPORT MARKET 

Ethiopia' s proximity to the Middle East provides her with an opportu nity for the export of 

livestock and li vestock prod ucts to this region. The reg ion is the world 's most attractive 

market partic ul arl y for agri cu ltural food prod ucts du e to its wea lth , growing population and 

demand. As a resul t, the region is a lso the most compet itive market from a ll over the world. 

Thi s is often and genera lly th e relevant export market for Ethiopia's agricu ltu ral products, 

thus this paper tries to give some highlights on the nature of the market env ironment in thi s 

reg ion. 

Despite rigorous import regulations, the Middle East countries are the major importers of 

li vestock and li vestock products. The regi on is particularly the world's largest importer of 

live sheep and the second largest for mutton. Annual officia l imports of live sheep and goats 

by the Midd le East Countries were about 12 milli on heads wh ile the imports of mutton and 

goat meat amounted to 94,000 tons in 1999, in tota l over 260,000 tons annua lly. 

The Middle East is also another major region for beef and veal meat imports. Inc luding 

Egypt, import of li ve cattle by the region is over 360,000 heads annuall y (about 55,000 tons 

of beef) and nearly 345,000 tons (including Egypt and Iran) as carcass and boneless beef, the 

total Midd le East imports of beef and veal would be about 400,000 tons. 

In add ition to the above officia l figures, 2,000,000 heads of li ve sheep and goat and over 

200,000 heads of live cattle are estimated as illegal imports of the region. 
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As complete import data covering a ll the Middle East countries cou ld not be ava ilable for 

recent years, import fi gures for 1983 -1 988 are averaged as foll ows to show ind ividual 

country position in terms of import s ize and product preference. 

Table 3.14 Imports of Live Animals and Meat Products by Selected Middle 
East Countries (Average of 1983-1987/88) 

Live Sheep Live Beef& Mutton & 
No. Country & Goats Cattle Veal Goal Meat 

(Heads) (Heads) (Ton) (Ton) 

I Saudi Arabia 5,626,400 65 ,000 48,727 26,377 

2 United Arab Emirates 1,396,200 10,000 6,9 17 23,259 

3 Kuwait 2, 179,200 Na 12,773 7,367 

4 Oman 194,500 1,000 2, 138 11 ,479 

5 Yemen 196,700 126,000 1,234 386 

6 Bahrain 269,600 6,000 4,295 1,761 

7 Qatar 18,500 Na 1,827 1,998 

8 Egypt 57,200 156,000 18 1,572 10,034 

9 Iran Na Na 84,000 120,750 

Total 9,953,500 364,000 343,483 203,41I 
Source: COlllptledfrom MUlIslIy of Agriculture, Live Ammol alld Meal Export, Interim Report, March 1990. 

As can be seen from Table 3. 14 above, Saudi Arabia is the dominant importer of live sheep 

and goats, wi lh 56% of the total ME imports of li ve sheep and goat, followed by Kuwait and 

UAE with 22% and 14% share in the period, respective ly. Egypt and Yemen are the two 

largest importers of cattle with 43% and 35% shares, respectively, fo llowed by Saud i Arabia 

with 18%. Egypt and Iran are also the two important buyers of bee f and veal with 53% and 

24% shares respectively, while Saudi Arab ia is in third place with 14% share. 

Iran is the largest country in the import of mutton and goat meat, taking the lion's share of 

59% of the ME imports during the period. Saudi Arabia fo ll ows with 13% share, and then 

UAE and Oman w ith share of II % and 7%, respectively in ME imports of mutton and goat 

meat. 
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3.6.1 The Middle East Market Characteristics 

Generally, the Middle East markets have two di stinct customer segments, the indigenous 

Arab population and the expatriate work ing in the region. The indigenous Arabs have 

demand preference for fresh meat of indigenous an imal breeds of Africa and the nearby 

countries, e.g. preference for fat-ta iled black head sheep of Somalia and Ethiop ia, more 

favored meaty breeds of the Sudan and turkey. Th is consumer segment is more quality 

sensitive, paying higher price for prime quality meat. 

The expatriate workers, on the other hand, are price sensitive and demand cheapest meats 

supplied from Australia and Eastern Europe countries. The markets of the region are mostly 

cash markets with substantial incomes from oil resources and have also affluent young 

population with higher disposable income and with more inclination for western 

consumption sty les. 

Trade in the region is mostly characterized by close persona l contacts, and so frequent 

market visits, communications and face-to-face contact with importing traders are basic for 

establ ishing sllccessful business relations. 

Occurrence of religious Muslim festivals in the region are another characteristics of the 

Middle East markets leading to higher seasonal demands for live sheep and goats during the 

Hajj and Ramadan periods. 

Another important characteristic of most of the Middle East markets is that, the countries in 

the region have strict regulati ons that make expo rtin g to the region very comp li cated . 

Rigorous import regulations relating to animal health and "hala l" (ritual slaughtering) 

requirements, and bi lingual label ing (in Eng li sh and Arabic) requirements make the process 
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of trading difficult. Since year 2000, major importing countries of the region such as Saudi 

Arabia, Oman, Qatar and Kuwait have imposed bans on importation of African cattle on the 

ground of the spread of livestock diseases especially in the Eastern African countries. The 

ban has still no lifted to date . 

The suppl y shortages c reated by the ban has led to increased demand and prices for the 

indigenous African cattle thereby encouraging the growth in illegal li vestock imports III 

Yemen, UAE, and Saudi Arabia, especially from Somalia, Djibouti and Ethiopia. 

3.6.2 Ethiopia's Export Performance of Livestock and Meat Products 

According to data obta ined from study reports and annual export stati st ics on the Eth iopian 

Livestock sub-sector, the estimated annual surplus off-take of livestock for export is: 

Cattle 

Sheep 

Goat 

Camel 

352,000 

1,420,000 

4,230,000 

23 ,000 

Had al l the above quantities been exported, the annual fo reign exchange earn ings wou ld 

have been about Birr 1,824 million (USD 212 million). However, the country's export 

performance has been very far from reaching this figure, as has been discussed below. 

Tables 3.15 and 3.16 below show export performance of Ethiopia in terms of quantity and 

earned va lue of exports made during 1986-1 993. 
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Table 3.15 Ethiopia's Export Performance in Livestock and 
Meat Products (1986-1993) 

Quantity in tOilS 

Products 1986 1987 1988 1989 1990 199 1 1992 1993 
Annual % Growth 

Average Share Rate 

I , Live Animal 4,653 13, 175 15,675 6,840 4,674 484 0 1,048 5,819 90.5 -9.0% 

2. Meat Products 8 11 1,805 1,535 307 208 138 15 40 607 9.5 -10.0% 

Tota l 5,464 14,980 17,210 7, 147 4,882 622 15 1.088 
'" SOlil ceo COlllplledftolll Cusloms & Excise Ta). Admllllstra/lOll, AI/IIl1al External ?rade Slatlsllcs. 

Table 3.16 Ethiopia's Export Performance in Livestock and 
Meat Products (1986-1993) 

6,426 100 -8.8% 

Value in '000 Birr 

Products 1986 1987 1988 1989 1990 1991 1992 1993 
Annual % Share 

Average 

I. Live An imal 14, 139 25,85 1 29,826 14,4 13 9,989 1,429 104 4,865 12,577 85.7 

2. Meat Products 2,838 6,310 4,03 7 1,392 825 530 19 463 2,05 1 14.3 

Total 16977 32,161 3],86] 15805 10,804 1959 123 ~328 14 628 100 
SOUlce. ComptledJrom Customs & ExcIse Tm; AdmmlsllatlOn, Annllal Enemal Trade StatistIcS. 

Eth iop ia 's export performance in livestock and meat products was relatively strong during 

the 1980's, with annua l average expOit of 30,400 heads of cattle (50% in live and 50% in 

meat) and 222,350 heads of sheep and goats (93% in live and 7% in meat) between 1983/84 

and 1987/88, The highest export performance ever achieved was in 1987/88 when 34,070 

head of cattle (75% in live and 25% in meat) and 344,650 heads of sheep and goats (94% in 

live and 6% in meat), which was equiva lent to a total of 17,200 tons of meat for a total value 

Birr 33,86miliion (about USD 13.54 million) (MOA, Interim Report). 

However, the export performance after 1988 began to decline substant ially until it reached 

the lowest leve l of 15 tons of meat with a total value of Birr 123,000 (about USD 49,000) in 

1992. Again, the export performance began to show a slight improvement since mid- I 990s, 

until 200 I when it dropped again to the lowest level during the period from 1994 to 200 I. 

Tables 3.17 and 3. I 8 below show export performance of Ethiopia in quantity and earned 

value of exports made during 1994-200 I. 
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Table 3.1 7 Ethiopia's Export Performance in Livestock and 
Meat Products (1994-2001) 

Products 1994 1995 1996 1997 1998 1999 

1. Live Animal 2,046 530 143 2,11 5 823 1,093 

2. Meal Products 209 580 1,268 1,820 2,508 1,906 

TolJl I 2,255 1,110 1,4 11 3,935 3,33 1 2,999 

Sow ceo Comptledfi om CustolllS & EXCise Tax Adl1l ll1lsl! arIOn, Amll/OI E;xlell1ol Tlade SIOIISIICS. 

Table 3.18 Ethiopia's Export Performance in Livestock and 
Meat Products (1994-2001) 

Products 1994 1995 1996 1997 1998 1999 

I . Live Animal 9,566 5,626 1, 137 16,397 5,693 8,970 

2. Meat Products 3,038 7,686 16,595 2,789 36,823 30,770 

Tota l 12604 13,312 17,732 44,288 42 516 39,740 
SOllrce: Compdedjrom CIiS/OIIIS & Exclse Tax Adl1l1n/srrallol1, Annltal Exrernai Trade StallsllcS. 

QUClntity ill Ions 

2000 200 1 
Annual 

Average 

1,404 105 1,032 

1,166 799 1,282 

2,570 904 2,314 

Value in '000 Bir!' 

2000 200 1 
Annual 

Average 

10,960 430 7,347 

19420 12,970 19399 

30,380 13400 26746 

After the reversal from the export slump in 1992, the performance in terms of val ue 

increased by an annual average rate of more than 50% from Birr 12,6 million in 1994 to Birr 

44,3 mill ion in 1997, From 1997 onwards, however, the performance started to decline until 

it reached the leve l of Birr 13.4 million in 200 I, 

During the period 1986-1 993, an ann ual average quantity o f 6,424 tons (Table 3,1 5) valued 

at Birr 14,6 mi ll ion (Table 3,16) of live animals and meat products were exported, whi le the 

performance during the 1994-200 I period shows an ann ua l average export of 2,314 tons 

(Table 3, 17) va lued at Birr 26,7 mi ll ion (Tab le 3,18), 

A comparison between th e two periods shows a 64% decrease in quantity of sales but an 

increase in va lue by 83%, The percentage increase in value for the reduced percentage in the 

quantity of sales in the second period may be attr ibuted to a higher se lling price than in the 

perv ious period owing to the diversion of the export mi x more to the va lue added meat 
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products (72%) than live animals (28%) as agai nst the mi x of 14% meat and 86% live 

animal s in the perviolls period , 

Table 3.19 Ethiopia's Export Performance in Livestock and Meat Products 
By Product and Destination (Annual Average of 1995-2002) 

Quantity ill Kg 

Live All illials Meat Products Total 
Dest illation 

Bovine Grand 
Cattlc 

Sheep Goats Total % B~f Muttoll Goat Meat Others Total % 
Total 

I. Djibouti 154, 180 10,930 2,190 161,900 19.6 1,180 2, 100 6,430 1,890 12,200 0,. lSO, IOO 

2. Sfludi Arabia 56,450 434,230 24,730 515,410 60. 1 1,440 11 0,700 323,470 1580 437.190 31.4 952,600 

3. Ycmcn 39,830 92,700 4500 137,030 16.0 1,250 8,630 3,470 1,250 14,600 1.0 151,630 

4. UAE 6,OSO 7050 13, 130 I.S 8,230 29,690 732,280 390 710,590 55.4 783,720 

5. Iran 5,630 5,630 0.7 1,140 10,0 10 133190 390 151 ,330 10.9 156,960 

6. Kuwai t 1,560 10 1,570 0,1 1,510 

7. Oman 90 60 680 830 830 

8. Ukraine 1,060 1,060 0,1 1,060 

9. Egypt 380 380 380 

10. Indonesia 330 330 330 

II. Europe 15600 1,800 17,400 2.1 10 2120 2130 0.2 19,530 

Total 272,850 543,490 40,870 857,210 100 20,540 163810 1,20 1,650 "00 1,39 1,500 100 2,248,710 

% 38.1 61.9 100 

Source: Compded!i'om Data Bose Report ofEtllIOPlO1I Expo!"! Promo/IOn Agency 

Table 3.20 Ethiopia's Export Performance in Livestock and Meat Products 
By Product and Destination (Annual Average of 1995-2002) 

Vallie in USD 

Live Animals Meat Products Total 
Destination 

Bovine Grand 
Catt le 

Sheep GoalS Total % B~f MU110n Goat Meat Others Total % 
TOIa! 

I. Djibouti 88,750 11,810 2,370 102.930 10.6 4,270 4,780 13,970 2,410 25,430 0 .• 128,360 

2. Saudi Aml.>ia 22,060 566,350 28,200 6 16,6 10 63.4 3,300 246,890 646,420 1,840 898,450 32.1 1,5 15,060 

3. YCllIcn 16,760 98,330 4.350 11 9,440 12.3 1,410 9,620 5,650 3,530 20,210 0.7 139,650 

4. UAE 5.670 8,890 14,560 I.S 14,320 58,410 1,464,350 680 1,537,160 54.9 1,552,320 

5. Iran 5,790 5,790 0.6 12,020 21,840 267,050 ". 301.660 10.8 307,450 

6. Kuwait 3.380 20 3,400 0. 1 3,400 

7. Oman 180 150 1.440 1,710 1,770 

8. Ukraine 1,760 1,760 1,760 

9. Egypt 8,330 8,330 0.8 8,330 

10. Indonesia 6.350 6,350 0.7 6,350 

II . EurOPe 96,240 1,860 98,100 10.1 10 3,200 3,210 0.1 101,3 10 

Total 244, 160 682,280 45670 972,110 100 35,5 10 346,830 2,402,100 9,210 2,793,650 100 3765,760 

% 25.8 74.2 100 
, . SOlllce. Compiled,fiom Data Base Repol t of £111IoP101i £J.POI t P, 01/1011011 Agency. 
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Table 3.21 Total Imports of Livestock and Meat Products by Selected 
Middle East Countries (Annual Average of 1990-1994) 

Vallie '000 USD 

Counll)' 1990 199 1 1992 1993 1994 A\"erage 
Ethiopia's 

% 
Export 

I. Saudi Arabia 55 1,568 401,047 427,253 586,369 449, 137 483,075 l.S lS 0.3% 

2. UAE t 15,253 1]4,044 110.242 I Sl,247 163,77 1 131 ,111 1,552 1.2% 

3. Yemen 16,334 16,508 15,046 14,901 8,194 14,197 140 1.0% 

Totnl 683,155 53 1,599 552.541 753,517 62 1,102 628,383 3,207 0.5% 
SOll/ce. £Hracledfi olll CO llodlO1I Agliculll/J e alld AglI-Food £ypolle ls- G il/de 10 OPPOJlIIIIIIICS 111 'he A'hddle East, JIIly 1997. 

Note: POIIIII}I products have been exc/udedji'om 'he data illfhe fable. 

The Middle East has long been the natura l export destinat ion for li ve an imals (cattle, sheep, 

goats), beef, mutton and goat meat of Ethiopian ori gin . 

With virtuall y inaccess ible markets of deve loped countries and low purchasing power of the 

nearby developing nations, the only best market for Ethiopian li vestock and meat products 

will be the Middle East, both in terms of demand and paying abil ity. The region offers 

significant opportunities for exporters in the sector such as ELFORA due to the fo llowing 

main comparative advantages: 

The geographical proximity of the region offering competitive advantage from 

re lative ly reduced transport costs and short del ivery time. 

The inherent taste preference developed by the high-income segment of the 

indigenous Arab popu lation for Ethiopian animal breads, and better price if products 

are suppl ied in good qual ity. 

The ex istence of a large and growing market that can eas ily absorb the nationa l 

li vestock off-take capac ity for export. 

Thus, as shown in Table 3.21 above, the va lue of imports of li vestock and meat products fo r 

the three se lected Middle East countries indicates that, the Midd le East markets provide 
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amp le sa les outl ets fo r ab le exporters in Ethiopia, who can meet the various requirements 

imposed by the countries in the reg ion. 

From Tab le 3.21, we can also observe that Ethiopia has not benefited from the huge market 

opportunity existing in the Midd le East for livestock and livestock products. 

The potentially avai lable natura l off-take of livestock for export could have taken the market 

share of 33.7% in the combined annual imports of Saudi Arabia, UAE and Yemen had the 

tota l off-take been fu lly exported. 

However, in sp ite of the available potential capacity and the oppOltunities in Middle East 

markets that are open to Eth iop ia, i. e. its c lose proximity, preferred products, the large 

market size and purchasing power, the average share of its li ve animals and meat exports to 

these markets has only been 0.5% during 1990- 1994. However, though not complete and 

officia l data, the performance review document prepared for ELFORA fo r year 2003/04 

indicated the total va lue of meat products exported to these countries reached about USD 16 

mi ll ion, which is exactly five times that of the average annual export fi gure of USD 3.2 

milli on during 1995-2002. Even assuming the average imports shown in Table 3.2 1 rema in 

the same (which is unlike ly), the export figure in 2003/04 would on ly be 2.5% of the annual 

average imports by the three countries. 

Thus, in spite of the potential capac ity and the favorab le opportunities existing in the Midd le 

East markets, the market share obtained in these markets by Ethiopian exports of live 

an ima ls and meat prod ucts has rema ined insignificant. 
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Whi le the constra ints preventing the full exploitation on the prevailing opportun iti es in the 

exports of li ve anima ls and meat products are numerous, the maj or constraints in the external 

trade are the follow ing: 

The prevalence of widespread livestock d iseases nationwide causing repeated bans 

by impOiting countries on Ethiopian exports of I ivestock and meat products. 

Absence of own sea ports after the closure of the Assab Port to Ethiopia's foreign 

trade after the independence and subsequent war with Er itrea. The on ly exit corridor 

for export of the country's live animals to the Middle East remained to be the POit of 

Djibouti. However, the absence of readi ly available and adequate infrastructure and 

faci lities at the Sea Port of Djibouti to effic iently handle the export of li ve animals, 

together with the unreasonably high service charge have weakened the competitive 

capacity of exporters, including ELFORA, thus di scouraging the export of live 

an imals altogether. 

With the di scouraged export of li ve animals through sea ports, the trade over the past 

eight years almost complete ly shifted to the export of meat products by using 

passenger air transport, wh ich cou ld avail only very limited payload space. The 

domestically available cargo air transports are also expens ive and even cou ld not 

provide adequate facilities that fulfill meat export requirements. Foreign cargo crafts 

could not be leased owing to the exist ing high rates of landing fees and airport 

service charges, thus making the meat export business also very uncompetitive for 

expOiters. 

The threat from illegal trade in li vestock is another major constraint facing official 

trade. The abi lity of the illegal traders to pay substantially more for livestock through 

favorab le effective exchange rates of the Birr to foreign currency (e.g. Kenyan 
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Shill ing) than the officia l rates, has imposed pressure on officia l exports in terms of 

creating supply shortage and increased purchase price. 

The foreign exchange contro l of the Ethiopian National Bank, which does not a llow 

extension of credit sa les, which is much required by the trade customs of the Middle 

East markets has di scouraged the choice among several big importers of the reg ion, 

and has forced exporters to rely on the few who are wi lling to make advance 

payments, that include main ly comm ission agents acting as intermediaries between 

exporters and the actua l importers. This situation has posed limitations on exporter's 

capacity to increase number of customers and sa les volume. 

The aforementioned major constraints, added to the various inland charges that inflate export 

costs (such as repetit ive municipal taxes and fees in the regions during movement of 

li vestock, documentation fees, etc), have negatively affected the competitive position of the 

exporters, including ELFORA, in relation to exporters from other countries. These situations 

have severely hampered exporters ' confidence of investing on addit iona l production 

faci lities and rehabilitation of the ex isting ones that would have enhanced productivity and 

quality of export products. 

Therefore, strong and concreted efforts on the part of a ll stakeholders, notably the Federa l 

and Regional Governments, includ ing exporters, should be made to reso lve the many 

obstacles fac ing the export of live animals and meat products in order to exp loit the existing 

national potentia l and market opportunities, thereby turn the dying export business of li ve 

anima ls and meat products into rev iva l for the bene fit of all stakeho lders . 
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3.6.3 Export Performance of ELFORA 

ELFORA has currently two abatto irs approved for export of meat products to Saud i Arab ia 

and United Arab Emirates (UAE). Following its establishment in 1997, the first export was 

made in 2002/03 after the ban on imports of livestock and meat products from African 

countries were li fted in the second half of2002. 

Thus, in 2002/03, meat products valued at Birr 15 .2 million were exported to these countries. 

Thi s achievement was about 73% of the national export performance of meat products 

during the same period. In 2003/04, the val ue of export increased by more than 100% to 

reach at Birr 30.5 million. In 2004/05 , with a s li ght increase of 15%, a total of Birr 35 .1 

million worth of meat was exported. The export value aga in jumped to Birr 45.1 million in 

2005/06, whi ch was an increase of about 30% from that of the preced ing year. These 

performance fi gures const itute on ly export of meat products, and do not include the val ue of 

some irregular and insigni ficant exports of live cattle to Yemen. 

The continuous IIlcrease III export performance figures clearly supports the previous 

discussions made on the vast market opportuni ty the M idd le East provides for Ethiopian 

li vestock and meat products. However, the expOit market has its own problems. 

All meat products exported to these countries are from sheep and goats. Availab ili ty and 

price of li ve sheep and goats are very vo latile, making it d ifficult to obta in a steady and 

profit marg in. Like most of the domestic market, the export sa les are bound by contractua l 

arrangements, where frequent adjustment of selling prices is not possible. 

The expo rt market is a lso threatened by frequent ban by Middle East countries on import of 

Ethiop ian meat products. Recent ly, for example, United Arab Emi rates (UAE) has imposed 
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ban on imports of meat from Ethiopia on the ground of the prevalence of widespread 

li vestock disease in the Eastern Afri ca. Surpri singly enough, the "spread of the di sease" 

co incided with the recent Eth iopia's military involvement in Somalia. 
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CHAPTER FOUR 

CONCLUSION AND RECOMMENDA nONS 

4.1 CONCLUSION 

Ethiopia's economy depends heavi ly on agriculture. In addition to possessing a large land 

mass for crops production, the country is one of the largest livestock inventories in Africa 

with livestock ownership currently supporting and susta ining the livel ihoods of an estimated 

80 percent of the rural population. The livestock wealth of the country puts her first in Africa 

and tenth in the world (F AO, 2004). 

In sp ite of the huge potential for agricu ltural production , the development of the sector so far 

is far lower than the estimated potentia l. At least some 60% of the country's landmass (about 

11 2 mill ion hectares) is useable for some form of agricultural production. Although at least 

30 million hectares is cons idered suitable for arab le agriculture using current technologies, 

data for 2004/05 shows that less than 10 million hectares has been used for crop production 

(CSA, 2005). The country is supposed to have enough water to irrigate at least 3.5 million 

hectares of land, but not more than 12 1,493 hectares (less than 4%) was developed for the 

purpose in 2004/05 (CSA, 2005). 

Ethiopia could not benefit as much from the sector as the enormous opportunities it provides. 

Frequent droughts are recent phenomena in the country. Annual export of agricultural and 

agro-industrial products constitutes the bulk of 84% of the total exports (CSA, 2005), the 

dom inant product being coffee with 37% of the total exports made in 2003/04. Yet, the 

deficit in the balance of trade was more than five times in the same year. 
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Agric ulture, being at the forefront of the overall economic deve lopment effort of the country, 

determines, in most part, the growth of the industry and service sectors. The in vo lvement of 

private sectors in the sector is of paramount importance as the government a lone wi ll not be 

able to achieve the development goa l with a sati sfactory pace. Agro-industry companies, 

such as ELFORA, playa vital role in the development of the sector by empl oying modern 

techno logy and management geared towards improving production and productivity of 

agricul tural and agro-industrial products. 

Sustainable economic development of the country largely depends on the survival and 

growth of the pri vate sectors. The goa l of surviva l must come at the forefront in any business 

organization, which can only be ensured through growth and profitability. T his true because 

any firm that is unab le to make profits will be incapab le of meeting the aims of any of its 

stakeholders. Desp ite thi s fact the goa l of surv ival is the most neglected one in goa l sett ing 

process. Hence striving for survival must be the center of the goals of the strategic business 

plan of ELFORA Agro-Industry P.L.C. The company's other objectives can on ly be achieved 

through a sustainab le realization of its profit objective. 

Without adequate profit, companies li ke ELFORA wi ll not survive let a lone achi eve a leve l 

of growth that will have a signifi cant impact on th e country's endeavor towards economic 

deve lopment. 

In Section 1.3 of the paper, it was mentioned that ELFORA' s ma ll1 problem has been 

inadequacy of profit. T he low level of profit in comparison with the huge amount of 

investment on outdated production fac il ities hindered the atta inment o f growth through 

addit iona l investment on current and up to date techno logies. 
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In order to atta in the profi t objecti ve, ELFORA should consider the factors such as sa les 

vo lume, scale production, tim ely purchase of raw materia l inputs, product costs, and product 

selling prices. These factors go hand in hand. In order to attain sca le production, there must 

be available market demand suffic ient to absorb the increased quantity o f products that are 

produced; and in order to se ll in increased quantity, prices must be less than or at least equa l 

to competitors' prices for the same product. Attain ment o f price competit iveness, in turn, 

requires costs of production to be reduced, which partly can be achieved through scale 

production, but mainly by time ly purchase of raw materia l inputs (which constitute 70-80% 

of product costs) when prices are lower and mainta ining minimum stock. 

4.2 RECOMMENDA nONS 

While the problem issues have been di scussed in deta il under Section 3.5 on pages 46 

throu gh 50 for the domesti c market, and on pages 60 and 61 with respect to exp0l1 market, 

the fo ll ow in g recommendations are presented for the company's management consideration 

to help in their efforts towards improv ing the company's present position in terms of 

marketing and sa les activities in general and profita bi lity in particular. 

The company needs to make use of its plant sites located in the various regions of the 

country such as Dire Dawa, Kombolcha, Gonder and Hawassa towns by making 

them actively engaged in the marketing and sales of its range of products in the 

markets of the ir loca lities. 

The company should appo int re li able wholesa le and commission agents with proven 

financ ia l standin g and reputable customer image, espec ia lly for di stribution of 

re latively less peri shable and slow mov in g products like canned meat, canned 
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vegetab le prod ucts, cooked meat, poultry meat and eggs in Addis Ababa, but mainly 

in the towns in other regiona l states. 

The company shou ld decide to close the retail shops which cost more than the benefit 

they bring, and concentrate on the others that are located at strategic places, and 

which can make rel at ively higher sales. 

ELFORA should concentrate its marketing efforts in penetrating additional niche 

market segments of the prime catering services, in addition to maintaining and 

increas ing its sales volume with the existing catering segments. 

ELFORA is a lso required to embark on a carefully planned and well organized 

seasonal and hol iday sales programs targeting occasional premium-priced markets 

and supply ing feedlot fattened/conditioned live cattl e of high quality, thus gradually 

building up its image as supplier of quality products in the eyes of the mass 

consumer. 

In order to stand the prevailing competition in the domestic market, the company 

should strive more to take advantage of economies of sca le by using the exi sting 

fac ilities to the max imum poss ible capacity in the production of the range of existing 

and new prod ucts, thereby significantly reducing its fixed overhead costs, which will 

lead to increased sa les volume and a higher and better market share and profit level. 

It is very cruc ial for the pricing strategy of the company that timely purchases of raw 

materi a ls when prices are relative ly lower, and maintaining suffic ient stock in order 

to avoid th e ri sk of scarcity and conseq uential increase of production cost. The 
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company should strike a ba lance between the cost advantage obtained by maintaining 

min imum stock and the ri sk of obsolescence and hi gher carrying costs. 

The company should implement flex ible pric ing strategies by adjusting prices based 

on the market s ituation, and should adopt a low-cost strategy by taking advantage 

that accrues from effi cient and increased utili zation of production and distribution 

capacities, with onl y occasional application of penetrating price techniques whenever 

market situations demand. 

The existing quarantine, ranches, feedlots and holding grounds should be mainta ined 

and upgraded to provide the necessary feed and hea lth serv ices for li ve animals. It is 

therefo re important for the company to consider the possibility of accumulating a 

minimum stock o f live cattl e in its ex isting holding fac iliti es so as to avo id the ri sk of 

price increase and to make consistent supply of live cattle to the processing plants. 

The company should devote specia l attention on deve loping a well organized and 

synchronized product supply system, storage and transportation of its products in 

order to make effi cient and effective de li very and an a ll-time availabili ty of its 

products to the cli ents in the wholesale, retail and catering outlet cha ins as well as the 

household consumers. Thi s will help develop and mainta in supply dependability, 

high product quality and exce llent customer service, thereby providing complete 

sat isfaction to customer va lues that would build high company image, develop and 

mainta in customer goodwi ll and loyalty to its products. 

The company should in vest in new techno log ies that would he lp the deve lopment of 

sui tab le and attracti ve packaging and labeling of its products. 
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The company should adopt a policy involving sales terms for extending cred it 

facil ities to we ll -estab li shed and reputable clients, especial ly to boost sa les vo lume of 

slow moving products such as canned meat and vegetable products. 

As far as the export market is concerned, most of the problems such as shortage and 

high price of sheep and goats, scarcity of a ir space, preva lence of diseases and poor 

quality of livestock, and bans on im ports are beyond the control of any indiv idual 

company. With this respect, ELFORA should on ly try to grab the max imum poss ible 

advantage whenever the export market provides an opportun ity. By doing so, the 

company can cover at least some of the fixed costs such as sa la ries of permanent 

employees and depreciation of fixed assets, which accrue on the basis of time rather 

than on volume of production. 

Thus, implementing the aforementioned strategies will undoubted ly he lp ELFORA improve 

its competitive position, sa les volume and market share, thereby attain ing the level of profit 

that guarantees the growth and surv ival of the company. 
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