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Abstract 

The purpose of thi s study was to explore challenges and opportunities of the Ethiopian 
fl oriculture industry in the global commodity chain by describing the structure of the 
chain, examining governance structure and upgrading response of producers in light of 
global buyers. A cross-sectional survey with Questiotmaire method was used to co llect 
data form seventeen floriculture firm s, who statted exporting before 2006. 

Global commodity/value chain approach was used to see chall enges and opportuniti es of 
the industry in entering into global market and chain elements that are dealt in this stud y 
are input-output structure, governance structure, upgrading activities, and institutional 
framework. 

As the findin gs of thi s study h ave revealed, input supply system of the Ethiopian 
floriculture chain is not well developed. As an output, flori.culture industry produces 
di ffe rent varieti es of Rose flower and no indigenous varieti es of flo wers are found on the 
production and ex port. This product is targeted to auctions and who lesal ers in the 
European markct. This market is high ly developed and sophisticated in terms of thei r 
requirement regarding quality, cons istent suppl y and timely delivery. To meet these 
requ irements, produce rs in Eth iop ia should make high investment on the production , post 
harvest faci liti es and logistics. Thi s has shaped the structure of the fl ori culture industry in 
the country that only those producers who are capable to make such investment can 
participate in the chain while small producers are structurall y excluded form the chain . 

On the other hand , governance structure of the chain is more of implicit type, the market 
bei ng main governing body. Majority of producers have not entered yet into the most 
pro fitab le as well as demanding chain, a retail chain, which is characterized by standing 
order and ex plicit coo rdination of the supply chain. In general buyers set product, process 
and logistic paramete rs and use di fferen t mechanisms to transmit their requirements. In 
the case of auctions and wholesalers, agents seem to playa lead role while supermarkets 
ap pear to coo rd inatc more explicitl y. In all cases the power of buyers emanates from their 
understanding of market demand and holding marketing infrastructure than Ethiopian 
producers. Upgrad ing by producers is limited due to lack of financial, organi zational and 
information capabi lity especiall y among domestic producers. Moreover, lack of research 
and innovation and low insti tutiona l backup in the country has limi ted the upgrading 
capabi lit y of Iloricul ture industry. As a consequence, competit'ive advantage of Ethi opian 
floricu lture industry lies only on the natural and basic production factors. 
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CHAPTER ONE: Introduction 

1.1 Background of the Study 

The flower industry comprises the cultivation of and trade in cut flowers, cut foliage, 

potted plants and bedding plants. The main representatives of cut flowers are: the rose, 

chrysanthemum, carnation and lily, Potted plants and cut flowers have an almost 80% 

share of the world trade in ornamental plant products (Groot, 1998). As regard to 

consumption, people buy flowers for a number of reasons: as a gift (for a birthday or a 

special day such as Mother's Day, Valentine's Day, and Thanks giving) , for weddi ngs and 

funera ls, or for own use to brighten up the home (Van Liemt, \999). All over the world , 

the floricultural industry can nowadays be characterized as a sector experiencing rapid 

changes. This is due to globalization and its effect on income development in the 

different regions of the world that resulted in growing per capita consumption in most 

countries (Groot, 1998). Moreover, globalization said to eliminate borders and the world 

market expanded due to the use of frequent and reliable air transport and the deve lopment 

of advanced receiving, handling and shipping facilities. 

Every body agrees as globalization created economic linkages among nations, regions or 

localities, but the debate and difference come as to who benefits from those linkages. In 

thi s regard there is a sharp divide between theorists who see globalization as a constraint 

on the development prospects of non-core nations, and those who see the linkages 

implied by globali zation as posing not only constraints but also opportunities for the 

advancement of developing countries (Gereffi, \999). Despite this on going debate on 

globalization, integration of the world's economic activities is increasingly revealed not 

only through international trade but also through increased networks of globally 

organized production and trade systems. Today firms in developing countries are 

increasingly entering into such geographically dispersed networks or commodity chains 

(Dolan, Humphrey and Harris-Pascal , 1999). These chains link together the firms in 

developing countries to suppliers and customers in developed countries. Floriculture 

industry could be taken as one of the sectors where the above kind of production and 

trade organization can be observed. 



As it is indicated in different literatures, demand for floriculture products especially for 

cut flowers exceeded supply in the world market during the 1970s and 1980s. [t is after 

this period that most African countries like Kenya, Zimbabwe, Morocco and South 

Africa, emerged into the world floriculture market (Matthee.et.aI.2005). However, during 

1990s international floriculture production continued to increase, as more and more 

countries entered international market. This makes the playing field quite 

tough/competitive and the industry is becoming more dynamic. The dynamicity of 

floriculture industry is mainly attributed to the continuous change in varieties to be 

produced, the origin of production, production techniques, markets and retailing 

arrangements all challenging the adaptive capacity of the actors involved (Van Liemt, 

1999). As the result some new countries are emerging into the market from time to time 

using their competitive advantages over the previous ones. 

The evolution of floriculture industry in Ethiopia goes back to 1980/81 whe re the first cut 

flower production was commenced. The previous government established Horticulture 

development Corporation, which was responsible both for regulation and production even 

for marketing of horticultural products including flowers (Sisay, 200[). Unti l up 1999, 

the industry did not show significant growth even it was at declining trend, This is mainly 

due to production and export of cut flowers in Ethiopia was not established wi th we ll­

planned main objective of profit seeking but foreign exchange earnings with high 

subsidization (MT[, 2006). According to data obtained from EEP A, with regard to 

development since 1992, no basic upturn has been circumvented until 1999/00 despite 

changes and policy reform measures taken by the current government. Before 1999, there 

were only two private and two long-established state owned enterprises operating in 

floriculture industry. Since 2000, more numbers of flower projects are springing up in 

production and export act ivities. As data from Ethiopian Investment Agency shows, more 

than one hundred investors are given license and more than 40 started production and 

export of cut flowers in the country. According to export statistics obtained from 

Ethiopian export promotion agency, these producers are exporting their products to 
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Europe, Middle East, Asia and North America. Out of these, export to European 

countries accounts about 90% ann Netherlands and Germany being the major importing 

countri es with the share of 47.47% and 30% respectively . Other importing EU countries 

are United Kingdom, Belgium, Italy, Sweden and Norway. This shows the concentration 

of Ethiopian floriculture export in Europe in general and few European Countries in 

particular. As regards to the Va lue and vo lume of export, the industry showed spurt 

growth for the last three years. From 2000 - 2002 average annual export value in USD 

was 187,000. According to arumal report of Ethiopian export promotion agency, the 

figure reached 21,966,899 USD in 2005/2006 (IEP, 2006). 

1.2 Statement of the Problem 

Trade in genera l and export in specific is essential for the growth of any given nation. 

From thi s perspective, the decline of Africa's share in the globa l trade over the past 

decades has been the major source of concc:rn for governments and international 

development community. This can partly be explained by the fact that most Afri can 

countries remained heav il y dependent on export revenues from a li mited number of 

traditional, low values per we ight, bulky agricu ltural commodities, such as coffee, cocoa, 

or cotton, whose terms of trade have continuously dec lined (World Bank, 2005) . 

With the same token, Ethiopia for a long period depended on such trad itional agricultural 

products for foreign earnings. Emergence of floriculture industry is a good example of 

non-traditional agricultural export commodity illustrating the potential for agricuitural 

diversification. This is a good prospect for the country like Ethiopia who depends on few 

primary and traditional commodities for its foreign exchanges. Floriculture production 

and export is one of t:le fe w niche markets that Ethiopia could participate in internati onal 

trade . Moreover, the industry, a~ it is labor intensive, could create more rural employment 

opportunity than other industries (Sisay, 200 I). Therefore, floriculture could be taken as 

one of the light spots of country's economic development in general and for less 

developed agri culture sector in particular. The competitive advantages of Eth iop ia 

emanate fr01l1 the fact that the country has ideal cl imate for product ion and cheap lobar, 
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