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Abstract 
This study is conducted to analyze the existence of linkage between dairy process ing indllsll), IIlId 
milk producers and its role in improving rural livelihood. Interview and for;us group discussioll 
are the instruments used in data collection. Data before and after th e introduction of Sebelll 
Agro-Industry are collected. Th e data collected described by tables and figures. The findillgs or 
'the study revealed that: first. agriculture is the main source of livelihood for Dalali alld Kllmhll 
Peasant Associations. Livestock. which illcludes the dairy seClor. is the prolililleill I"OIII"{'C or 
income, asset, wealth, labor, filel (energy), social and economic securily. However. il dOlllillllll lh ' 
produced in a traditional way. II is lIor intensified. Livestock holdiJlg, wl/iC"!1 \\I({S lurge ill II/(' 
past, decreased due to shortage of grazing land, low emphasis givell to Ihe seC/or Ill1ci ui/wr 
related problems. Secondly, the study depicted that the dOl"llillallt sOllrce or illeUIi/(' .fiJi' 
households are sell of crops (58.3%), sale of Fuits and vegetables (21.7%). sale or III ilk (8 . ./",,). 
elnployment in fi,ctories or non- farm activities (6.7%) and trade (5%). This does 1101 IIl elill 111111 

the sources of income are the indicated ones. These are the major sources of illcome. Fllrlll<'l"S 
can earn income from sale of live ClnilllClls, sale of milk and milk products. sale of egg lind sille or 
eucalyptus tree. About 76.7% of the sample household heads claimed that the illCOllle Ihe.1' ohIo ill 
Fom all sources of income increased in the past five years. This is due to ill crease ill procilieliull. 
improve in the selling price of agricultural outputs and diversification of incOtne sOllrces. 
Thirdly, the study showed that about 88.3% of the total sample household.heads produce milk. 
But not all milk producers sell liquid milk to processing industries, consumers or retaillraders. 
Those who sell liquid milk constitute about 35%. The largest proportions of milk sellers. ahollt 
18.3% of the sample population or 58% of liquid milk sellers, supply to Sebeta Agro - IlIdIlSln ·. 
Fourth, the study revealed increase in milk production and income obtailled Fom milk ill Ii/(' 
study area. However, the increment is not totally associated to the introduction o( Sehelll Agro­
IlIdlistlY . Improve in price of milk alld milk product is contributed a lot . FiJih. Ihe Sll/i!V dCfiielcd 
Ihal there is a lillkage betweell Sebeta Agro-Industry and milk producers. Bul Ihe lillkllge is 
restricted to roadside area. As Olle moves away from Addis Ababa-Jima road 10 ills ide Ih e 
villages, there is no integration. However, the establishment 0/ the factory bellejite,: tllas" \i 'h" 
have integration to it. It provided market opportunity for milk (for about /8.3% or ,he SIllIlI,Ic). 
employment opportunity (for 8.3%), Wid illitiate adoption of crossbreed or 11I0dem dair>" CUll 'S 
(about 6.7%). In addition, about 6. 7% 0/ the sample population claimed Ihlll lIIilk Imull/elioll. 
illcome. milk consumption and cOl/sumption of other commodities ill creased due 10 Ih" 
illtroduclion ofSebeta Agro Industry. It also improved access to educatiollllil" hcallh (/Il1ollg Ihis 
group. The factory instigated some household heads to adopt crossbreed or modern dllir)' cows. 
Finally, the study revealed that the linkage between the factory and milk producers IS weak (/lId 
One way. Milk producers supply milk to the factory and the factory pay money for the producl. 
There is no input that targeted the development of the sector that the factory is transferrillg 10 

milk producers. The price of milk is alw not set by bargaining, rather by the factolJl. The(actolJ 
lacks stable milk collection cel/ters. It collects milk following Addis Abab- Jillia road Whlll 
observed is not strong and motivating linkage. As a result the dairy sector do nol developed V('IT 

well in the area. 
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CHAPTER ONE 

INTRODCTION 

1.1. Background of the Study 

The largest proportion, about 85%, of the Ethiopian population li ves and ea rn s its liv ing in rll,.,11 

areas (CSA, 2006; Ministry of Trade and Industry 2004). Agri cul ture (crop and li vestock 

production) is the mai n source of li ve lihood for the majority of rura l populati on, and lor the 

overall economy of the country. It contributed about 46.7% to the GDP of the country in 2006 

(CSA, 2006). 

Ethiopia has one of the largest animal populations in Africa (Tangka, F.K. , 2002; ESAP, 2000). 

There are 38,749,320 cattle, 18,075,580 sheep, 14,858,650 goats and 456,9 10 camels (CSA, 

2006). The sector contributes a lot to GDP of the country, abo ut 35% of the total agri cultural 

product (MEDac, 1998 as cited in Ayele, et ai, 2003). It is also the basic source of incomc, 

li velihood, asset, wealth and labor for the farming population of Ethi opia. In add itio n, li vestock 

and li vestock products are the major source of foreign exchange, next to coffee ( Ibid). 

Although the green revo lution in some developing countri es improved the livelihood 01' lhe ir 

people by boosting agricu ltu ral production, ill countries like Ethiop ia, rurnl populat ion continuc 

to lead poor li ving conditions. Poverty, food insecurity, fam ine, low income, low life ex pectancy, 

inadequate access to health and educati onal services, poor access to potable water suppl y and 

energy sources prevail (Eicher K. and Shaazt, 1998). These are due to poor performance of 

agriculture together with other factors such as lack of good govemance, poor credit faciliti es, low 

investment in agriculture, backward agricultural technologies, erstwhil e polit ica l instability and 

unbalanced emphasis given to the agricultural and industrial sectors. The perfonn3nce of 

livestock sector in sub-Saharan Africa in general and Ethiopia in particular is also low. This is 

due to shortage of grazing land and animal forage, animal diseases, poor veterinary servi ces and 

ineffi cient marketing system of li vestock and its products (Van Massow V.H. , I 'J8l!) The 

development in the agricultural sector thus significantl y improves the li veli hood of the rural 

population. This can be done by inc reasing agricultural production and productiv ity through th l' 

use of high yielding variety seeds and agricultural inputs. Water harvesting, irrigation , impro vi ng 



marketing systems, strong extension serVIces, providing credit services, commercial i/.ing 

subsistence farming and inter-sector linkage as indicated on the Agriculture Developmen t Led 

Industrialization Strategy and PASDEP can also serve this purpose. 

It is indicated on Agriculture Development Led Industrialization Strategy that the Governm ent 

targeted to develop the livestock secto r. PASDEP, adopted in 2005, also aims to dcve lop the 

sector by commercializ ing anci help ing small holders. Thi s is through improving the sec tor hy 

enhancing the quality and quantity of forage through developing forage leed producti on sit es; 

providing improved animal feed and extension services; improving livestock heal th services; 

improving the productivity of loca l cows by providing improved breeds such as Jersey, Holstein 

and artificial insemination , and through preserv ing the indi genous breeds (Benin et al. 2002: 

Ehui et ai, 2003; MoFED, 2005). A study is also in progress by Ministry of Agriculture allLl 

Rural Development to develop Livestock Sub-sector Development Master Plan that guides the 

development of the livestock in general and dairy in particular. 

Agriculture-industry linkage also plays a key role in agricultural development and improvement 

in rural livelihood. Agriculture-industry linkages can be backward, forward and consumpt ion 

linkages. The development and expansion of agro-based industries, whi ch have strong li nkagc 

wi th agriculture, provide employment opportunity, market and agri cultu r~1 inputs to the rural 

areas (Shrivastava, 2001). It creates conducive environment for the deve lopment o f marKet 

oriented agriculture or commerciali zation of agriculture and serve as a bridge between consumCfS 

and producers. 

Milk production and process lllg in the past had been undertaken throughout the world in a 

traditional way. Milking machines have been replacing milking by hands and process ing in 

modern times in all countries although there is variation between countries. The mi Ik processing: 

pasteurization, homogenization; cream extraction; cheese, butter and casein making and yogurt 

processing have been performed in agro-processing industries (wikipedia, the' free encyc lopedia). 

In Ethiopia about 95% of milk comes from indigenous cows, goat and camel. It is dominantl y 

produced by small holder fanners and for home consumption (Azage, 2004) . The dai ry 
" 

processing, the largest proportion, has been taking place in a traditional way. 

The development of modern dairy processing industry, compared to other countries, is a recent 

phenomenon in Ethiopia. Modern dairy production and processing was introduced to Ethiopia in 
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thc earl y 1950s with the int roduction of modern dairy cows from abroad (Ahmed ct ai , 2()()~ ).Thc 

imperi al regime took various mcasures such as prov ision of hi gh yic ld ing cows and initiatill ~ 

projects tat;geted to increase mil k producti on. In addition, organi zations such as Addi s 1\[),II,a 

D airy Industry (AADI) and Dairy Development Agency (DDA) which took over the tasks or 
AAD I were establ ished in 1966 and 197 1 respectively. These organ izations controll ed and 

organ ized the co ll ec ti on, process ing and di stribution of milk . Besides, DDA was establishcd to 

support the development of dai ry in the country. Thus milk production increased in the 1960s. 

During the Dergue's regime, it was attempted to develop the sector through cooperati ves. Dairy 

Development Enterprise (DDE), previously known as DDA, dominated the co llection, processing 

and marketing of dairy (Ibid) . 

The liberalization of the econom y, in 199 1, created conducive envi ro nmen t fo r the devcJopnwn t 

of private dairy processing industri es. Sebeta Agro-Industry is among the few industries 

estab li shed then after. The fac tory was estab li shed in 1995 and sta rled operat ion in I ()()~. Thl' 

fac tory col lects milk from small I~mners, medium farmers and commcrci al fa nncrs SUITllllIHling 

Add is Ababa and processes and markets it. It reduced fea r of market to produce milk in large 

volumes in the study area. 

1,2, Statement of the P.'oblem 

Mi lk is one of the major sources of income, wealth, asset, and in genera l li vel ihood fo r sma ll 

holder producers. However, it is a heavy and perishable commodity. Unl ike crops, it is produced 

on a daily basis and needs to be consumed, marketed or processed within a short period o f time. 

The perishable nature of the milk requires producers to be linked to dairy process ing industries 

(S tokke and Chantalakhana, 1999). Thus the location of dai ry process ing industri es in dairy 

producing areas helps reduce the hi gh transaction costs associated with the nature of the product 

and raises the income, wealth , food consumption, food access, and li ve lihood 01' producers 

(Stokke and Chanlakhana, 1999) . [n additi on, the development of such indust ries and 

cooperatives provides employment, income, and inputs for rural fanners. It also creates 

conduci ve env iron ment fo r fann ers to adopt market ori ented crossb reed cows. Furtherl11 ore, thi s 

has a role in improving income, weal th and nutri tion of rural farmers. It also improves the 

constraint in the suppl y of milk and milk products to urban centers. Thi s adds a lot in bringing 

balanced development in all sectors. Agriculture, on the other hand, suppkes raw l11aterial s for 
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the industry and creates market opportunity for industrial products. Thus, the linkage enabl cs 10 

bring balanced development between industry and agriculture. It is an outlet for the farmcrs anti 

also instigates them to adopt new technologies that help them to in cr~ase production anci 

.productivity. The linkage makes both the indus lry and agriculture g row logelhcr. 

Sebela Agro-industry, which is located in Sebeta town, is one of the few induslri es engaged " ' 

milk co llecti on, processing and markeling and link the rural wilh Ihe urban cClil e rs. The 

assumption is that the existence of this factory in the area has an impact on the developJl1Cnl or 

the dairy sector and improvement in rural livelihood in the area. It generates susta inab le market 

for milk and reduces risks and costs associated w ith the nature of the product. In "dciition , it 

involves the rural poor in production, marketing and helps to develop the quanti ty and qualil Y of 

the product. This helps us to better understand and analyze the role of the linkase in rural 

livelihood. 

In Ethiopia, research institutions and researchers have been conducting research to increase ciairy 

production through crossbreeding techno logies. The studies conducted al so show success in Ihe 

area (ESAP, 2000). But the gap between production of milk and the dem ancilor milk and m ilk 

products has been ever w idenin g. The milk supplied is less than the milk demanded (A/age. 

2004). The demand for milk and milk products in sub-Saharan A rrica inc luding Elhiopia is 

expected to increase further in the next 20 years due to increase in popu lat ion and incoJl1e 

(Delgado et ai, 1998). This gap has been filled by import of milk and milk products from abroad 

But milk production, productivity and supply in Ethiopia and the study area are still low. The 

reasons fo r low production and low supp ly include low productivity of the indigenous cows, 

prevalence of animal diseases and poor veterinary services, shortage of grazing land and animal 

forage, increase in price of processed an imal feed and the production df milk primarily for 

household consumption (ESAP, 2000). The other things that have a strong bearing on low 

production and productivity are poor marketing, poor transpoliation facilities and under­

development of the dairy processing industry in the country. 

Furthelmore, researches so far conducted assessed the impact of the introduction or Jl1arkel ­

oriented dairy production on food security (Tangka F. et aI, 2002), on livestock and livestock 

product marketing (Nin A. et ai, 2002) , on dairy development in Ethiopia (A hmed , e l ai , 20()~) as 

well as on some other related issues. But there is a gap of knowledge on the area of the existence 

4 



of linkage between dairy process ing industry and producers and its impact on rural livelihood ill 

Ethiopia. The thesis aims to fi II th e gap. 

1.3. Objective of the Study 

The general objective of the thesis is to assess the existence of linkage between dairy process ing . 
industry and milk producers and the impact of the linkage on rural li ve lihood. 

The specific objectives are: 

~ To assess the role livestock production plays in rural livelihood, 

~ To assess milk production, marketing and processing; and constraints in milk production , 

marketing and processing, 

~ To see whether there is linkage between Sebeta Agro-industry and milk producers, 

r To assess the role. of the linkage between dairy process ing industries and m il k produce rs 

on adoption of market driven-tech nologies (cross-breeding technologies or illlpl"Ol' ed 

breeds and commercialization of milk), income of rural areas, health , educati on, Illilk 

consumption and other products consu mption, 

>- To look on the impact of the introduction of the Sebeta Agro-P rocessing inciu stry in 

overcoming crop fai lure, and 

>- To see the impact of the linkage between dairy processing industries and femal e headed 

household milk producers on women's life. 

1.4. Significance of the Study 

The study may instigate researchers to conduct research on the area. Socioeconomic, poli cy and 

researches targeted to improve dairy production and productivity playa significant role in the 

development of the sector. The research also contributes to the development of thc sec tor by 

infonning the stakeholders to focus on the sector and strengthening the li)lkage between dairy 

processing industry and milk producers. At the time of the study respondents indicateci that the 

dairy sector is the "neglected sector". Emphasis was not provided to it like crop and cash crop 

production. However, it is an im portant source of income, especially for women. The income 

obtained from milk covers daily expenditure of househo lds. Thus, it needs emphasi s. 
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1.5. Scope of the Study 

The study 'Yas conducted in Sebeta Awas woreda. The woreda has 42 Peasant Associations. Two 

peasant Associations, i.e. Dalati and Karabu , are covered by the stud y. It assessed the li nkage tll<ll 

prevails between dairy process ing industry and milk producers and the impact of the link<lge u" 

rural livelihood. In addition, it assessed the role of milk production in rural li ve lihood. There <Ire 

various processing industries that have linkage with agri culture and involvc the rural poor. nUl 

the study does not cover the who le agro-processing industries tha t haye link age w ith Ihe 

agriculture. 

1.6. Research Method 

1.6. 1. Sources of Data 

The research relies both on secondary and primary data sources. Literature is reviewed on inter­

sector linkage, milk production, processing and marketing. In addition , the role of livestock 

production in the Ethiopian economy, and the linkage between industry and agriculture in 

Ethiopia are surveyed. In general , to obtain the desired secondary data, book~ . .i nurn .ll s. 

documents and reports, data of various years from Ethiopian CSA and pamphlcls arc considered . 

On the other hand , primary data was collected from farmers , dairy procesS ing induslry (Sellel<l 

Agro-industry) and government offi cia ls (Sebeta Awas woreda Agriculture and Ru r<l l 

Development Office). 

1.6.2. Selection of the Study Area 

Although milk is produced in all agro-ecologicaI zones and all Regions of Ethiopia, Sebeta Awas 

woreda is purposively selected as a study area. The criteria for the selection of the woreda are the 

existence of Sebeta agro-processing industry, access to market and proximity to the capital city, 

Addis Ababa. The woreda consists of 42 administrative PAs (Peasant Associations) and towns. 

Each PA is again divided into Garees, the smallest administrative unit. According to the 

infonnation obtained from the Woreda Agriculture and Rural Development office a ll PAs 

produce milk. But not all have contact with the milk collecting, processing and market ing 

industry, Sebeta Agro-industry. T he numbers of PAs that sell liquid milk are si;;. These <Ire 

Karabu, Dalali, Rogge, Dima Magna and Dima Goranda . Sebeta Agro- Indust ry is located ne<lr 
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to Da/al i and Karabu PAs as compared to o thers. The two PAs ha ve st rong lin kage with thl' 

factory than others. Thus, based on di stance and the linkage they have with the Scbcla /\gn>­

Processing Industry, the two PAs , Dalati and Karabu, are selected purpos i ve l y. 

1.6.3. Sampling 

It is difficu lt to study the enti re population due to time and cost constraints. Thus, a samp ic 01' 

household heads was selected from the population under study. The samp le was taken li'om 

household heads residing in all Garees of Dalati and Karabu Peasant Assoc iations. In the two 

PAs, about 600 household heads or 3000 people are estimated to be li ving and earning their 

living dominantly from agriculture. 10% of the total household population is female headed 
" 

households. Out of the 600 househo ld heads, 10% or 60 household heads are inc luded in th c 

sample. 11 .7% of the sample is female headed households. To obtain the samp le, first li st o f 

household heads are obtained from PAs administrators. Then the sample is taken from li st of 

household heads randomly, using lottery method. 

1.6.4. Instrnments of Data Collection 

To obtain data both quantitati ve and qualitative research tec\miques were used. Quantitati ve data 

was collected by using structured questiollnaires. On the other hand , focus group di scuss ion and 

open ended questionnai res were the instruments employed to co ll ect qualitati ve data. The 

techniques used are : 

Interview- face-to-face interview with household heads in dairy business a;'e the main source o f 

data. Fully structured (close-ended questionnaires and responses recorded on a standardi zed 

schedule) and unstructured interviews are the instruments employed to collect quantitati ve and 

qualitative data. 

Focus Group Discussion: This aimed to support the data obtained through interview. Two 

groups from both PAs have been organized to discuss on the importance of participating in da iry 

business, dairy market and problems in dairy production among others. Each group consistcd 01' 

10 household heads. Females, Poor househo ld heads, househo ld heads that do not produce milk. 

and those who have and have not linkage with the factory are included in the group . 
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1.6.4. Data Analysis 

After the data collection was completed, proper edition and organizing of t~le data into tab les or 

graphs fo llowed using SPSS and Excel Software . The analysis of quali tative data goes hand III 

hand with data co llect ion. 

1.7. Limitation of the Stud y 

Lack of secondary data on milk production was the first limitati on of thc stud y. TI:e seC()lIti 

limi tation is the unwillingness o f Sebeta Agro- Industry to providc data on various isslies sucil as 

total milk supplied by small holder producers, medium farmers, and commcrcial I>1I'I11CrS "nd o\\'n 

farm, processing capacity of the factory and the assistance the factory provides to mil k producers. 

As a result, the status of the linkage was assessed from farmers' point of view. 

1.8. Organization of the Report 

The remaining parts of the report are organized as follows. Chapter two presents the conceptual 

framework (inter-sector li nkage), the linkage between industry and agriculture in Eth iopia, and 

milk production, processing and marketing in Ethiopia. Background information of the st ud y an;" 

and sample characteristi cs are presented in chapter three. Findings of the study and the 

conclusion and recommendati on are dealt with in chapter four and five. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1. Conceptual Framework: I nter-sector Linkage 

Although the degree of the linkage varies, the various sectors of the economy are inter linked. 

The linkage is either as the users of inputs of other sectors and/or as suppli ers of inputs to otiler 

sectors (Mulat and Tassew, 200 1). These linkages could be backward , forwa rd or consumption 

linkages. Backward and fo rwa rd li nkages are known as production linkages (Dun l-,am, 1<)9 1; 

Mulat and Tassew, 2001 ; Stokke, et ai , 1991). 

Backward linkage refers to the proportion of an activity 's output that represents purchase from 

other activities, while forward linkage depicts the proportion of an activity 's output that is used as 

input by other sectors (Ibid). Agri culture provides raw materi als and other agri cultural products 

to the industri al sector. Milk producers provide inputs required by the process ing ind ustry. i.c. 

milk and labor. On the other hand, dairy processing industries provide sustai nab le market, for<l ge. 

employment and technical advice to dairy producers. In add ition, dai ry process ing industrics 

induce fa rmers to adopt crossbreed cows, i. e. expand and in tensify their production . It rcdu<:es 

ri sk of peri shabili ty by process ing and linki ng the producers with the consum ers. Th is rai ses tile 

income <lnd purchas ing power of farmers and opens market for industri al products. 0 " the otile r 

hand , the industri al sector suppli es technologies, agricultural inpu ts (ferti li zers, chemi cals. ctc ). 

and construction materi als to the agricultural sector. These assist the agricu ltural populati on to 

boost their production (Fukumishi , et al 2006). 

UNIDO, the World Bank and many authors believe that agro-process ll1g industri es play a 

significant role in improving rural livelihood and reducing poverty. It is the most important 

industry in rural areas. It invo lves extensively the poor in the production process and "create 

competitiveness" by utili zation of low cost inputs and upgrading the quality of the products and 

technology utili zed fo r production. Agro-based industri es have strong li nkage to agriculturc. It is 

the main acti vity that draws the rura l poor. The development of the sector in rural areas reduces 

transaction costs, unit cost of production, creates network of marketing, links the poor wi th the 
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globa l economy, helps to im prove the quality of both agricultural and industrial products ;"HI 

promotes the development of eompctiti veness (Fukumi shi, et al 2000). 

Weak inter-sector linkage hinders agricu ltu ral development. It is one among the many Ii,ctor, til ;ll 

constrain increase in agricultural production, productiv ity and in general agrieultlll';l1 

development (Purcel l R. and Morrison, I ')87). For products li ke milk , low li nkage constrains th L' 

deve lopment of the sector negat ive ly. It is impossible to keep raw milk, lik e crops, l'o r lon g 

period of time. It is perishable. Th is, wi th the regularity of milk production, makes it to he 

dependent on milk processing industries and consumers (F lavely and Chant~tl akhan a, 1999). Tile 

prevalence of strong integration between the processing industri es and milk producers helps to 

increase milk production and consumption. In general, strong in ter-sector linkage facil itates the 

transform ation of the economy from agriculture dominated econom y to inclustry cloll1inat cd 

economy and finall y service sector dom inated economy (Fukumishi , et al 2006). 

A small study conducted on the effect of' intensifi ed cla iry i1trming on food security indi cated tl " ll 

market-or iented dairy production helps to achi eve food securit y (Tangka F, et al 2()()2) 

According to the same stud y, technologica l change increases milk producti on. It increases milk tll 

be consumed at household levcl and to be so ld , which enables producers to purchase oth er 

consllmable food. Increases ill food consumption, income, asset and weal lh in 1t1m improve tile 

health oflhe household. The fi nal result is livelihood improvement. 

2.2. The Linkage between Industry and Agriculture in Ethiopia 

The contribution of industri al sector to the GDP of the country is less than 15°1c" I :1.Yx. in 

2005/06 (CSA, 2006). The sector is also characteri zed by "structural weakness". Howevcr. there 

is potenti al fo r industrial development in the country (Ministry of Trade and Industry, 2(04). The 

popUlation of the country is over 77,000,000 people. This indicates the market opportuni ty 

irrespective of purchas ing power. The government also took various measures to encourage 

investment in the country. Tax exemption is one alllong thi s. Thesc and tlt e ava ilabilit y "I' 

rcsources provide opportun ity for tlt e ex pansion of the industrial sector. 

The emergence and development o f the industrial sector goes back to the I 9'h cen tury. The lll".jlll' 

reasons indicated for the development of industr ial sector include opening up of the count ry to 

westerners and change in consumpti on patterns of urban population: food , cloth ing. drinki ng, 
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furniture and constructi on or in general inc rease in demand of manufac tured "goods in th e COlllllr)' . 

The relationship the coun try started wi th westerners gave opportunit y fo r fo reigners to senie ill 

urban cente,rs. Foreigners, who settl ed in urban areas and invol ved in import -ex Jlo rt business . 

di scerned the demand for manufactured goods and estab li shed industri es. Man y I~ l c t or i es were 

establi shed at the end of 1950s (Woldu , 1980) 

The country provided more emphasis to the deve lopment industrial sector during imper ial regimc 

(Getnet, 2002). A total of 80 manufacturing industries, most of which were light industries, we re 

estab lished from 1950-1974 (Woldu, 1980). In the 1950s, there was no capital inflow into 

Ethi op ia .The industri es estab li shed were financed by cap ital obta ined from within th e country 

(Woldu, 1980). 

Most of the first established industries were agro-based. The go vernm cnl al so tri ed to Illl' ~l' 

lin kage between agri culture and indust ry (Wo ldu , 1980). However, the po li cies and jt r atl' ~ i l's 

enacted by the then govern ment were no t des igned in the way that brings balanced devc lol' llI L'lIt. 

The policies neglected the agri cultural sec tor in support of industriali zat ion. T hi s was Liu e tLl thl' 

influence of moderni zati on theo ry. The only way to development , acco rding to modcrni /.a tioll 

theoreticians, was industri a li za ti o n. However, the result was not success but poverty, i ~eq u alit y 

and unemployment (Abebe, 2000). The industries developed in the country also depended 011 

imported inputs. The forward and backward linkages between the agricu lture and industrial 

sector remained weak (So lomon, 2006). 

Strong linkage facilitates balanced development. Agriculture in poor countries like Ethic pi a is th e 

main source of capital to be invested. In addition , it provides market for mal;!u factured output and 

raw materials. On the other hand, manufacturing sector supplies agri cultural inputs (fertili zers , 

insecticide, herbicide, etc), techno logy, tool s used for in frastructure cieve lopment , COIlSlIl1\ er 

goods and packing and storing materia ls. Such in ter linkages bene fit s bo th secto rs alld ~h e service 

sector. 

2.3 Livelihood Constraints, Resources and Mediating Factors 

The rural populations earn their living dominantly from agriculture : crop and li vestoc k 

production. However, many factors affect agricu lture. These are governm ent poli cies, a,'ailab il it y 

o f land . weather conditions, access to agricultural inputs (fertili zers, chemica ls, hi gll yieldi ng 
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vari ety seeds and ot hcr agricullural inpuIs), dcve lopl11Cnl 01' agro- pl'ocess ing induslrics ;ulli IhL' 

ex istence or the linkage between agri culture and industry. T hi s section describes the major 

resources, l11 ed iari ng faclors, I i ve l ihood strategies and constrai nlS III rural I i vel i hood 

il11provel11 en l. 

Agriculture is the major source of incol11e, wea lth, asset, employment and consul11pti on and in 

general livelihood for the larges t proporti on of rural population . The sector, whi eh includes crop 

and li vestock production, forestry and fi shi ng, contributed 46. 7% to the GDP of the country in 

2005/2006 (CSA, 2006). It crea tes employment opportunity for the largest prop0l1 ion of the 

countries population . 

Figure I: GDP share of eli fferent sectors in the past fi ve years 
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Source: CSA 2006 statistical abstract 

The above figure indicates that agriculture is the dominant sector of the Ethiopian economy. Its 

contribution to the GDP has been al most constant in the past five years: 47%, 43%, 45 %, 46.2% 

and 46.7% in 200 I 12002 , 2002/03 , 2003/04, 2004/05 , and 2005106 respecti vely. In other wo rds, 

thi s indicates that therc is no struclura l change occu rred in thc Ethiop ian eco nomy. TIlliS il is 

poss ibl e to say that the Ethi opian CCo nOl11 Y is Slill agri cultural dominated economy. 

But agriculture is a ri sky acti vit y. Ii is characterized by seasonalit y, bulkiness, preshabi lily and 

variability (Solomon, 2006). The nature of the product needs to be processed, packed and lor 

stored. Otherwise, the quali ty of the product will be reduced. This is because there are a number 

of factors that affect agri cullUral production in general and the dairy sector in particular. These 
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include the nature of the product, government strategy and policy, climate change, technology, 

terms of trade, population pressure and political conditions in general. 

Government policy and strategy is one of the major factors that affect the development or 

agriculture. Agricultural development, the major source of li velihood for the majority of rura l 

population, has gone roughl y through th ree stages. These are the modern iza ti on era or thc I ()5tls 

and 1960s, 1970s (when developmcnt was defi ned in terms of equity) and the I nos '"HI I 'J'!11s 

(Eicher and Staatz M, 1998). In the 1950s, development was defined in terms of per capita 

inco ille growth and industria li zation was considered as the major way to development ("ieller 

and Staatz, 1998). Lewis (1 954) Illodel cited in (Eicher and Staatz, 1998) considers thc indu stri," 

sector as the engine of growth. Most, of co urse not all , developing countri es including Ethi op ia 

adopted industri al-led developillent strategy due to the influence of Illodernization theory and two 

different reasons. The firs t is the interest to provide basic needs such as health, education. 

housing and sanitation fOl' their popu lation. It was believed that it is difficult to provide basic 

needs without industrialization. Agriculture is expected to supply cap ital to be invested in the 

industrial sector. In addition , agriculture is considered to be the source of labor, raw material s and 

market for industri al products. The second reason for prioritizing industrial-led development 

strategy is assoc iated with the need to achieve independence (economic and.po li ti cal freedom) in 

developing countries. Bui ld ing a strong ,ndustriali zed nation is supposed to be the major avenlle 

to independence (Abebe, 2000; Eicher and Staatz, 1998: Getnet, 2002). 

The industria l-led develo pment strategy is considered as the stratcgy to bring sll stainahk 

economic growth , red uce povert y and ach ieve independence. As a resul t, invest ill en ts wnc nw(k 

in favor of industry. Low emphasis was given to the agricultural sector. However, th~ intended 

development in developing countries, especially in sub-Saharan Afri ca, has not bee]] real ized 

(Ibid). Poverty, unemployment and inequality even worsened. Therefore, deve lopment 

economists revised the defi ni tion o f development. In the 1970s, many development esonom ists 

shi fted their focus to income di stribution, reducing inequality and poverty (Ibid) . 

The focus on equity in defining development, and the prevailing inequality, poverty and 

unemployment convinced policy makers to focus on employment generation , improvin g 

agri cultu ral producti vity and income distribution. These gave for policy makers a clearer and 
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greater understanding about importance of rural development than the two sector models of 

1950s and 1960s (Ibid). 

It was observed that agricul ture fa il ed to provide capita l fo r investment, food for non-agriculttlr,1l 

sec tor workers and input for the industry in Ethiopia. Thus the government of Et hiopi" pro vided 

emphasis to agricu lture in the third development plan during the imperial regime, though Ilo t ,IS 

high as industry (Getnet, 2002; Mini stry of Econom ic Development and cooperati on, 191)8). The 

aim was to increase agricultural producti vity. The stress was to pi ck up crop pmdUCli\'il\ :Il ld 

productilln. But still lllW concern was given to the livestock sub-sec tor (Scooncs :md Wo lmer, 

2002). Ethiopia lacks a specific po licy targeted to develop the livestock sect~r. 

The 1980s and 1990s were the period when macro-economic and inst itutional restructuring was 

introduced throughout the world . It was the time when the theory of free trade dominated the 

development thinking. Many countries of the world opened up thei r market to foreigne:·s. During 

this period Southeast Asia achieved high economic growth while Sub-Saharan Africa and South 

Asia continued to lead poor li ving cond iti ons (Eicher and Staatz, 1998). 

The Et hi opian economy liberali zed wit h the down fall of Dergue regime In 1'J91. p, str:ltegy, 

Agriculture Development led industrialization, that aimed to improve the liveliho()d 0 1' thL' 

majority popUlation was introduced and in place. However, a specific policy ta rgeted to illlprO\'c 

li vestock and dairy sector, which hold special posit ion in rura l li ve lihood, is not yet proc laimcd. 

The other facto r that has an impact on rura l li veli hood improvement is access to resources. The 

resources include natural resource, human, fi nancial and social resources. The adoption uf 

various li vel ihood strategies (diversification, intensification and migration) depends on access to 

resources the household has (Scoones, 1998). 

Livel ihood Resources include: 

Natural resources : Natural resources include land, rainfa ll , water, and other physica l 

environments up on which human, material and financia l resources depend. Land is the important 

resource up on which li vel ihood of fa rmers depends. Rainfall is also essentia l resource. The 

uneven distribution or shortage of rai nfa ll reduces crop production. Thi s can be compensated 

either through irrigation or di vcrsifying li velihood. It is poss ible to di versify sources o i'livel ihood . 
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to crop, li vestock and milk, and non-farm activities. Thus, failure of one could be compensal ed 

by others (MEDaC, 1999). 

Human resources : Shrivastava (2001) indicated that being rich in natural resources 'Jy itself is 

not a sufficient condition to bring development but a help. He further argued that some African 

countries are rich in natural resource but poor. On the other hand, Japan and South Korea arc 

poor in natural resources but rich. The quality of people facilitates better use of natu ral resources. 

Financial Resources: The avai labi lity of sources of cash income, credit, sav ings, and provision 

of agricultural inputs, equipment and in frastructure are important for sustainable li vc li1 u od . Milk 

is one important source of cash income on regular basis and helps to acc umulate capit ,d (Dd gad ll 

et al. 1999). These and other reso urces arc essential for the households or indi viduals 10 adapt 

li ve lihood strategies that help to cope up with risks and hazards. 

Social Resonrces: social relations and social organizations such as social interaction , /J ('hu . 

wonfel and so on are important resources in the area. 

Institutions and organizat ions have an impact on rural livelihood. Scoones ( 1998) indica ted that 

organizations and institutions influence access to resources and achiev ing sustaill1ble rural 

livelihood. Agro-processing industries play such a role. Milk is perishable and bulky GOmmodity. 

This places milk in a unique posi tion from other agricultural products. It is produced 0" a regu lar 

basis and a source of income, wealth, asset and consumption. The nature of th ~ product. 

perishab il ity and bulkiness, has make milk producers dependent on da iry process ing industry 

(Falvey and Chantal khan, 1999). The product should be consumed or processcd wit hi n a short 

period of time. Otherwise, it causes food poisoning. This 'is because mi Ik contains low acid and 

contains all nutrients sui table for bacteria to grow (ILRl, 1995).The estab li shment of dairy 

processing industri es thus helps to protect the product from damage and keep its quatit y. It al so 

reduces cost of transportation assoc iatec'. wi th nature of the product. In add iti on, the cl eveloplllent 

of agro-processing industri es and the rurali zation of such industri es benefit the rural cOlllllluni ties 

and the industrial sector. 

2.4 Characteristics of Dairy Industry 

Agricultural production is characterized by seasonality, bulkiness, vari ab ility and p ~rshability. 

These characteristics make it necessary to process or consume it within short period of time. Poor 
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deve lopment of agro-processing industri es negatively affects the development of agriculture and 

improvement of rural livelihood (Solomon, 2006). 

Mi lk holds special position from agriculture. It is produced on a daily basis, unlike crops. Mi lk is 

a major source of income, wealth , and asset and in general, li velihood fo r small producers in 

developing countri es (Stokk and Chan ta lakhana, 1999). Stockk and ChantalaKhalia (11)1)1)) 

described the major characteristi cs of the dairy industry as follows: 

I. Mi lk is a heavy and bulky commodity produced on a regul ar bas is. It is also a perishahle 

commodity. It has to be marketed, consum ed or processed wit hin short period o r tillle. 

The peri shab le nature of milk makes transportation costly and dairy producers dependent 

on dairy processi ng industry. 

II. Small farmers, who hold a vulnerable position on the market in deve loping countries, 

produce milk. The business invo lves a high percentage of fi xed cost. Market always 

changes but farmers cou ld not easily adjust to market changes. 

Ill. Cooperatives hold a strong position in dairy processing and marketihg. The nature or the 

product encourages fanners to form cooperatives. Today, large mil k process ing industries 

in Europe and other countries are owned by cooperati ves. 

IV. Milk is a va luable product. It is an input to produce diffe rent types of processed Illllli ,II III 

high quali ty products. 

2.5 Dairy Manufactul"ing Industries 

Mi lk was, as indicated earl ier, produced fo r subsistence consumption in the distant past. It was 

not marketed. The surplus product was processed loca lly using traditional technologies. But with 

concentration of popUlation in cities, increase in non-agricultural population and improvement in 

income increased the demand for milk on the market. Improve in technologies increases mil k 

production. But the nature of the product (perishability, bulkiness and production on a da ily 

basis), necessi tated the supply of the product within a short period of time to consumers or 

process it. Otherwise, the quality of the product is reduced. Rather than benefiting, it harms the 

hea lth of the society (Falvey and Chantalakhaa, 1999). In the past, to protect the product frolll 

damage, as indicated above, producers process the surplus milk they produce into bUlle,' ami ghee 

16 



in a tradi tional way. This has a negat ive im pact on the quality of the product and the devel opment 

of the sector. Milk processing needs advanced skill s and technology (Fa lvey and Chantalak haa . 

1999) . Furthenllore, increase in milk production makes difficult to process milk in a traditi onal 

way. This call s for the establishment of modern dairy processing industri es. 

Dairy processing industries are becoming larger today. In the past, the industri es were sma ll. 

Gradua ll y the industries are getting fewer in number but getting larger in size . Unlike othcr 

manufacturing sectors, cooperatives, although being subjected to libera li zat i.on , playa signi licant 

ro le in dairy process ing. For instance, in Europe large processing industri cs such as Arb I:oods 

(Denmark) , Nordmich (Germ any) and others are owned and contro ll ed by coo pcr'lti vc,; (0 .\[;1111 

international , 2002; Falvey and Chantalakham, 1999). 

2.6 Dairy production and Manufacturing in Eth iopia 

2.6.1 Livestock Production 

The Ethiopian economy is dominated by agriculture: livestock and crop production. Agric ulture 

is the major source of livelihood for the largest proportion of the population and fo reign exchange 

like coffee, oilseeds, pulses, cotton, sugar cane, fruits, flowers, hides and skins. Livestock 

production, which is an integra l component of agriculture, contributes a lot to food producti on, 
• 

foreign exchange, wealth for farmers, food consumption, organic fertili zers (manure), fu el/energy 

and farming (Azage, 2004; Ayele et ai, 2003). 

The livestock species produced in Ethiopia inc lude cattle, sheep, goats , camels, ch:eke n and 

eq uine (horse, donkey and mule (hin). These are important sources o f labor, food , income and 

wea lth. A lthough li vestock is produced in all eco logical zones of the country, the lives toc k 

production system is divided into three eco logical zones. These are the hi gh land mixed fa nning 

system (covers areas above 1500m scale sea level) , dry land pastoral and agro-pastoral 

produc ti on system (areas below ISOOm sca leve l) and the p ri vate allli C0I11I11crcial li vcs lm·k 

product ion sys tem (Alemayc hu , 2004). 

Livestock production is the source of food (milk and milk products and me:;!t), foreign exchange, 

income, wealth and enab le small farmers access to foods of cerea l crops and support c rop 

production (A yele et ai , 2003 ; ESAP, 2000). Livestock production and li vestock produc t 

process ing help small farmers to participate in the monetary economy. In addition to producin g 
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"liquid assets", livestock production reduces risks associated with crop production in mi xed 

fanning system. The central high land Ethiopian farmers earn around 83% of cash income per 

year from Ijvestock and livestock products. About 58 % of cash income was from the trade 01' 

animals and 31 % from the sale of livestock products (Ehui, et ai, 1998). It is the major source 01' 

livelihood for pastoral communities. Furthermore, the sector provides raw materials for agro­

processing industries like tanneries, leather products manufacturing enterpri ses, industrial 

abattoirs, and milk processing industri es. These all indicate that the sec tor is one of thc lIlajor 

sources of livelihood for both urban and rural population. Thus the improvement of the sector has 

a significant impact on rural livelihood improvement. 

2.6.2 Milk Production in Ethiopia 

Milk is one of the livestock products. Milk production, like other agricultural production, was 

non-monetary in nature and produced for subsistence consumption (Amdetsion , 1973: Von 

Massow, 1989). It is not marketed in rural areas far away from major citi es even today. The milk 

produced mainly comes from indigenous cows that provide only from 400-680 kilograms of milk 

per cow lactation period (Holloway G, et al 2000; ESAP 2000). 

Data on the total production of milk in Ethiopia is unavailable. The data ind icated here are taken 

Ii'om FAO. In 200 1, the total milk produced was estimated to be 1.5 million metric tones and th e 

growth rate was 3.5 %. The per capita consumption of milk and milk product is low, 16 kgs pcr 

year (FAO, 2003 as cited in Azage, 2004). The reasons advanced for low producti on include lo ll' 

productivity of indigenous cows, non-monetary nature of the sector, absence of dai ry policy. 

shortage of forage, poor veterinary service, poor transportation service, poor deve l opm~n t of the 

dairy processing industries and cooperati ves among others (Belachew and .lemberu , 2002, Yacob, 

2002). India is the lead ing milk producing co untry on the world follow ed by USA. Indi a achi eved 

this position due to the establislU11ent of strong dairy collecting, processing and marketi ng 

cooperatives and industries and the establishment of strong marketing linkage. (India dairy. 

com/facts and figures/world's no.1 milk producer; Agriculture and Agri-Food, Canadian Dairy 

Information center). Advancement in technologies, improve in animal health, better management 

of herds, feed and adoption of modem dairy cows increase milk production and producti vi ty 

(FAO, 1981; Nin A., 2002). But these are not sufficient conditions for the sustainable growth of 
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the sector. Linkage of the sector with the ind ustry assists the sector and rural li velihood to be 

sustainable. It contributes to balanced development of agriculture and industry. 

2.6.3 Dairy Manufacturing in Ethiopia 

The development of dairy manufac turing industry in Ethiopia is a recent phenomenon. Milk is 

dominantly produced and processed in a traditional way by smallholder producers. The 

in troduction of modern product ion and processing system was assoc iated with the importati on of 

modern da iry callie to Ethiopia from abroad in the earl y 1950s. It was the United Nation 

Rehabil itation Adm inistration (UNRA) that provided those dairy catt le to Ethiopia. As a result. 

large dai ry farms began to produce milk for large cities, i.e. Add is Ababa and Asmara (Hi zkias. 

2000). The governm ent , to improve the c1ai ry sector, also intervened by providing hi gh y i e ldin ~ 

da iry cows to high land areas around urban centers and milk process ing and marketing faciliti es. 

In addition, to create conducive environment for the development of the sector, a public sector . 
pilot processing pl ant at Shola was estab li shed in 1960s with the support of UNICEF. The pilot 

processing plant started processing mi lk produced by large fal111S and within a short period of 

time began to co llect milk from smallholder prod ucers. As a result, large farms further ex panded . 

Th is increased milk production in Add is Ababa and the surrou nding area (Ahmed M.M. ct "I. 

2003). 

The imperi al government estab lished the Addis Ababa Dairy Industry (AAD f) in 1966 to control 

and organi ze the co ll ecti on, processing and market ing of locally produced mille And the Sh ola 

plant lI'as expanded in 1969 with the he lp of UNICEF. In 197 1, the government establi shed the 

Dai ry Development Agency (DDA) . DDA took over the tasks of AADI and the responsibility for 

the development of the sector in Ethiopia. It involved in co llect ion, processing and marketing 

mil le 1.n add iti on, it prov ided techn ical adv ice and support fo r the formation of clall'\ 

cooperat ives. As a l'esult, milk prod uction marked ly increased during the I 960s. 

The 197-1 revoluti on changed the econom ic policy of the country to a centrall y planned economic 

system. However, DDA continued to operate up to 1979 . In 1979, it was merged lIith \'ari ous 

nat ionali zed dairy fa rms and re-named Dairy Deve lopment Enterpr ise (Ib id). During th e 

Dergue's time, the government prov ided less attention to marketi ng and process ing (Ahmed M.vl 

et al. 2003). MOl'e atten tion was put on improving feed, breedi ng and health. The gO\unmcnt 

also designed to deve lop the sector through producers' cooperatives (Ibid). Duri ng thi s tim e. 
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price per liter is 101V (controlled and determined by governm ent) , mil k product import increased 

and priority was given to cooperative dairying. 

With change in government, a policy refoml took place in 199 1. The policy is targeted to deve lop 

a market-oriented economic system. A strategy known as Agriculture Development Lcd 

Industrialization (ADLI) , which aims to improve the li velihood of the majOlj ty of the popUlation. 

was launched. The strategy aspires to improve the li vestock sub-sector by improving veterinary 

service and forage among others (Beni n, et ai , 2002). The policy is toward market-oriented 

li ves tock deve lopment. Emphasis is a lso provided to small holder producers. 

The liberal ization of the economy induced the pri vate sector to enter into milk production. 

processing and marketing. Sebeta Agro- Industry is one among these. However, the dairy 

manufacturing indust ry is not Ive ll deve loped in Ethiopia to-date. There are just threc (bi n ' 

processing industries employing more than 10 persons. One is owned by governm ent out of the 

three, i. e. Dairy Deve lopment Enterprise, wh ile the other t\\·o privately owned (CSA. 2006) 

Smal l dairy processing industries employing less than ten employees are not included in CSA's 

report. 

The three processing industri es process raw mil k into pasteurized mil k, butter and ghcc. In 

2004/2005, the total products the tluee processing industries processed were 135,077 hec to lite r 

milk, 394 tone butter, and 104 tone ghee (CSA , 2006). The tota l labor force employed by the 

three dairy manufactu ring industries is insignifi cant. Acco rding to CSA report (CSA. 2006 

stati sti ca l abst ract) , the industri es prol'ided employment opportunity for 646 persons in 200405. 

Halvel'er, the data did not inc lude those employed in small-sca le dairy processi ng ind ust ries 

(industri es employing less than 10 persons and cooperatives ) and process in a trad it ional \\a y. 

Although in a trad itional way, milk prod uction and processing partic ipates so Illan y indi viduals, 

especially \\·Oll1en. 
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Table I: Number of Dairy process ing indust ri es , employee an d major .p rod II cts prod II ted 

, Number of N umber of employee Total products 
I 

I Year es tablishment 

I Government IPrivate !r0tal ~overnmen t Private !rota I Pasteurized milk Butter Ghee ir 

in hector li ter III tones 

to nes , 
2002/03 I 2 1 365 362 627 107469 180 140 J . 
2003/04 I 2 3 490 267 757 12 1739 339 189 

200-1/05 I 2 1 33 2 
1

304 646 135077 394 1 104 J 
i 

Source CSA 2006 statistical abstract 

2.7 Experiences of Some Countri es 

Kenyan Experience 

Modem dairy fa rming was introduced to Kenya at the beginning of 20'h cen tury. It was begun 

wi th the introduct ion of modern dairy cows with European settlers. Thus European settlers 

contro ll ed fOll1w l dai ry production, processing and marketi ng up to independence. Smallholder 

Africans were prohi bi ted to participate in modern mi lk production ( W WI.)!. fao. Org/; Raikes. 

198 1). But the 1954 Swynneton plan allowed small holder farmers to be in volved in modern 

market oriented da iry production. The Black Africans involved in marketed milk production at 

large after independence (www.kdb.cokelinfoHtm). 

Smallholder farmers' p31i icipation in milk process ing and marketi ng increased after the 

li beraliza tion of milk in 1992. After liberali zat ion, the Kenyan Dairy Board, a body th at controls 

and orga nizes the development of c1 airy sector, licensed 52 milk processing industries, out of 

which 34 are present ly active. But all of them are perforlll ing below capacity. The process ing 

capac ity of the actively operating ind ustri es is 2.5 million liters per day. But they are ac tua l'" 

process ing I, 000,000 li ters per day. These industri es are producing fresh milk. Yoghurt , Ice 

cream , mi lk pO\\ 'der, ghee, cheese, bu tter, etc (WIVII' . Kdb. Co .ke/info. Htm). 

Howel'er, the info rmal mi lk market ing still domi nates in Kenya. contro lli ng 75% o f milk 

marketing. It is only 8% of mil k that is directly so ld to processors. But 55% supp lied direct ly to 
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ne ighboring consumers and institutions and 38% to small traders and cooperatives (www. fao. 

Org.). Milk is collected from mral areas by small trader, cooperati ves or other organi zati ons. 

Thousands of people are involved in dairy trade . 

Indian experience 

Indi a leads th e world in milk production. In 2004 , cow milk producti on reached 88000000 tones. 

whil e th at of USA, the world 's leading milk producer prior to 1997/98, was 77, 220,000 tones. In 

1968 th e total Illilk produced in India was 21 mi llion tones. Thi s has grown to 80 mi ll ion tones 

in 200 1 (IndianDairy.com 1 Facts and fi guresl world' s No.1 mil k producer) . The "operati on 

nood" that proc laimed to deve lop the dairy sec tor, started in Guj ral state th rou gh cooperat ivis ing 

contributed to increase in m il k producti on no t only in the state but a lso in th e enti re India 

(Nawa ni, K P. , 1994). Progress ing in crossbreeding technologies . Ex tens ion service, improve in 

veterinary services, increase in the involvement of pri vate sec tor increased mil k production. In 

additio n. the "operation nood" created marketi ng linkages . Various mi lk collec ti on and se lli ng 

fresh milk and mil k products centers expended in Indi a. Thi s also contributed to the development 

of the sec tor Agro-process ing industri es prov ide farm input s to the agri culture and agri cul ture 

sup pli es raw materials to transport, process ing and marketing fi rms. Furthermore, the agri culture 

prov ides market fo r agri cultura l products. The forward alld backward linkage between the two 

sectors posi ti vely contributed to the deve lopment of Indi an dai ry industry (Abdulai A., 2002). 
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CHAPTER THREE 

DESCRIPTION OF THE STUDY AREA AND HOUSEHOLD 

CHARACTERISTICS 

3.1 Location 

The st ud y Area is Sebela Awas Wereda (Previousi ly known as Alem Gena Woreda). Sebeta 

Awas is di vided into 42 Peasant Associations. Each PA is aga in divided ·into Garees/locall y 

called by the administrators "Zone", the smallest admini strati,·e unit. Towns like SebefO. A/em 

Gellil. Tefki and Awash are located in the Woreda. The Woreda is administrati,·e ly located in 

South Wes t Shewa Zone, Oromia National Regional state. It has a total population of 177107. of 

which -1358 1 li ve in towns and 133526 live in rural areas (CSA , 2006) It has a total area of 

87532 hectare. Cultivated land constitutes 87.2% of the total area of the woreda. 619 hectares or 

0.7% of the total area of the Woreda is occupied by investors (Woreda Agriculture and Rural 

Developl11ent Office). 
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'lap I S tudy Area 

The StudvArea :SebetaAwas 

• 
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3.2 Socio-economic Background of the Woreda 

Agriculture is the dominant economic sector and the main source of livel ihood fo r the rural 

popu lation of the Woreda. Ind ustri al sector, Agro- process ing industries , stee l and metal 

manu factu ring. nori cul ture and other small enterprises are relati vely well developed in the 

Woreda. This is due to the location of the Woreda being at short di stance from Addis Ababa . But 

the majori ty of the rural populati on earns their living from agri cul ture. i.e. crop and li vestock 

production. The major crops grown are Teff, wheat, barely, among others. Vegetab les and fruits 

are also the major sOlll'ces of li ve lihood for people li ving in some rural "illages of the Woreda . 

. 
Crop prod·.lction requ ires resources such as land , good weather conditions. o\l'nership of oxen. 

access to fertilizer and credit fac iliti es. Fanners of the area base themseh'es on an ima l and human 

labor in crop cult ivati on not on machines. Oxen are used for famling. Furthennore. li vestock 

(milk. li, 'e ani mals, skins and hides) is an important source of cash income, soc ial security and 

wealth . Thus it is poss ib le to say that livestock production holds special pos ition in the live lihood 

of the ru ra l population of the Woreda. The major livestock produced include cattle, sheep, goat, 

donkey, horse (very few) , mule (very few) and chicken. 

Ta ble 2: Tota l li ves tock population of the Woreda in 2005/06 

No. Type Total livestock populat ion 

I Cattle 875999 . 
? Sheep 111 53 

13 Goat 14707 
I , 

4 Donkey 17343 

5 Horse 1270 

6 IVlu le 1822 

7 Chicken 70,000' 

Source: Agriculture and Rural Development Office ofSebeta Awas Woreda 

* The number of chicken drasticall y decreased due to fear of bi rd 's nue in 2005106 

The above table indicates that cattl e constitu te the largest proporti on of the ..li veslOck populati oll . 

And 4 1940 or abou t 48% of the total catt le population are oxen. According to the Agric ultu ral 
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and Rural Deyelopment Office of the Woreda, cows, bull , heifer and calves. all together constitutc 

only abo ut 52% of the total catt le population. The largest proportions ofthe"cows are indigenous 

ones. There are onl y 1320 modem dairy cows, most of which are owned by commercial and 

medium farmers. For instance, three farmers own about 360 modem dairy cows. But small ho lder 

fanners own I or 2 10 fo ur either modem or local dairy cows. 

3.3 Milk Production in the Woreda 

The pUlvose of \i ,'estock product ion in the Woreda is not mai nly for milk product ion. The 

primary obj ect ive is to use animals for crop cultivation (labor). Mi lk is produced 10 supplement 

household income. consumption and to use the by product, i. e. butter as cosmetics. 11 is produced 

dom inantl y in a tradit ional way. The majority of the product comes from indigenous co\\s. Smal l 

fa l111 erS, who own one or two cows, are the dominant producers. This doe~ not mean that th ere 

are no modem dairy farms and commercial farmers in the Woreda. There are medi um and 

commercial fanners who own from 20 to 200 modem dairy cows and invoh'ed in milk 

production. However, data regarding milk production in the Woreda is unavailable. The Woreda 

Agriculture and Rura l De"elopment Offi ce claims that mi lk production increases during rainy 

season and decreases during dry season. This is because fo rage ava il abili ty dec reases fo r cows 

during dry seasons. The productiv ity of indigenous cows is also low, from 400-700 on average 

per cow lactation period and decrease during dry season (Azage, 2004). 

The Woreda Rural and Agricultura l Office indicated that the product ion and productivit y of mi Ik 

and mi lk products are 10\\' in the W0reda. Indigenous cows provide less than .j lit ers a day and 

onl,· for about 4-6 months. The reasons indicated for thi s are shot1age of graz ing lanc\. absence of 

dairy development policy. low emphasis given to the sector, increasing price of forage and 10\\' 

price of mi lk and mi lk products compared to the price of fo rage. In addi tion, inability to get drugs 

in quantity and qual it y, domi nance of traditional thin ki ng and low awareness of farme rs to\\ 'a rcl 

1110(krn dai ry production are the major problems indicated . 

3.4 M ilk Marketin g in the Woreda 

There are two ways o f fresh mil k marketing. These are informal and fo rm al milk marketi ng. Staal 

(1995) indicated that the informal market ing system dominates mi lk marketing in the area. The 

fOl1nal l11i Ik market is dom inated by the Dairy Development Enterprise, Fe\\ ' dairy processing 
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industri es li ke Sebeta Agro-Industry and Cooperatives. In the informal milk ma rketin g, the 

producers directl y suppl y th ei r product to consumers or small traders. However, milk marketin g 

is not \\'e ll del·eloped. It is in its infancy. Because of th is the largest proportion of m il k is no t 

marketed in the country. 

In a li qu id form or butter and ghee, milk is marketed in the study area . Milk is important source 

of cash income for small ho lder producers. The largest proportion of small producers does not 

directl y sell liquid milk. They process it in a traditional way and sell the milk products, butler and 

cOllage ghee (ayib i) to small traders or local consumers. Females dominate the production, 

processing and marketing in this case. HOlVever, in the case of medi um and commercia l farm ers. 

males participa te in liquid mi lk se lling. This is because milk production and income obtained 

Crommilk is high in the case ofmediul1l and commercial producers. 

3.5 Household Characteristics of the Sample 

The samples lVere taken [i'om two PAs of Sebeta Awas Woreda, name ly Dalati and Karabu. A 

total of 60 household heads, 30 from each PA, are se lected. 

3.5. 1. Fal11il~' Size 

Agriculture requires large labor. In rural areas, large famill' size is an asset. [t supplies labor 

required by agricult ure. It is because of thi s that large family size is observed in the stud y area. 

But dec rease in si ze of land ho lding and other factors made people to reduce their family size. 

Table 3: ]. a mil)' Size 

Size Frequency Percent 

2 -4 22 36. 7 

5 -8 35 58. 3 

29 
, 

5 . 
~ 

Total 60 100 
i 

The abo I'e table indi cates that about 58.3 % of the concell1ed popu lation 's famil v size li cs 5-8. 

and about 5% have a fam il y size of9 and above . Another 36.7% have a family size of 4 and less 

The average fami ly size is 5.4. 
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3.5.2. Education and Occupation 

Table 4: Educational Achievement and Occupation of Sample Households 

Ed ucational achievement 

Frequency Percent 

I Illiterate 15 )-
-) 

I Able to read and Wri te 12 20 

i Grade 1-8 22 3607 

! Grade 9- 10 6 10 
I 

I Grade 11 -12 5 8.3 

other - -

Total 60 100 

Occupation 

Fanning 57 95 

Trade 3 5 

, Total 60 100 
1 

Table 4 reveals that 25%, 20% and 36.7% of the sample population are ill iterate, able to read and 

\\Tite and attended education from grade 1-8 respecti vely. Accordingly, those \\Oho reached grade 

9-10 and grade 11 -12 constitute about 10% and 8.3% of the sample populationo 

The la rgest percentages, about 95%, of the studied household heads depend on farmin go 

Household heads who engaged in trade constitute about 5% of the sample size. This means that 

the main source of income and livelihood for the study population is agricu lture, crop and 

li,oestoc k production in integration. 

3.5.3. Land Holding 

There is variation in land holding. Household heads located closer to the to\\ns own relati,oe ly 

small size of land than househo lds located far away. The average land hetiding near the towns 

ranges from 00125 - 005 hectare. Insecurity of land ownership is also very hi gh around to\\Onso 

There is always fear of di splacement. This is due to the expansion of the to\\Ons and investment in 
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the area. However, as one moves away from nearby towns, the average ·size of land holdin g 

Increases. 

Tab le 5: Tota l size of land holding 

Land o\\'ned by the household Frequency Percent 

(in hectares) 

0.1 25 - 0.50 19 31.7 

0.51 - 1.00 16 26.7 

1.0 I - 1. 50 6 10 

1. 51 - 2.00 8 13.3 

~ 2 11 18 .3 

Total 60 100 

Table 5 indicates that the size of land holding of the majority li es between 0. 125-0.50 (31.7%) 

and 0.5 1-1 00 (26 .6%) hectare. But 18.3% own more than two hectares of land. Average land 

ho lding in the two PAs is 1.06 hectare. The respondents indicated that the size of land holding 

has been decreasing from time to time. Increase in population, ex pansion of Sebeta and Alem 

Gena towns and investment in the area are some of the reasons advanced for the decrease of land 

holding. For instance, many Garees (vi llages) considered rura l were included inside town 

demarcations in the beginning 0[2007. 

3.5.4. Livestock Holding 

Li vestock production is an important component of agriculture. It is the major sources of wealth , 

asset, income. labor, energy (fuel), fertili zers and soc ial status. In the area. to be a farm cr. one has 

to hal 'e own or other li vestock types. But the size of livestock a household head oll'ns has been 

decreasi ng from time to time. In the past, ownershi p of more than seven cows and 4 ox en lI 'ere 

colll mon. But at the time of the stud y, a household 0\\ ned on average 1.95 oxen, 2. 38 cows. and 

1.05 calves. In the study area, the average number of cows a househo ld head owns is more thall 

the Woreda al·erage. Thi s is because milk is produced more in the study area than other PAs of 

the Woreda. 

29 



Tab le 6: Average livestock ownership by the household h ead (study population) 

Type Average N um bel' 

Oxen 1.95 

Cows 2.38 

He ifers 1.03 

Bull s 1°7 
Cal ves 1 1.05 

Mules 1° 
Horses 0.05 

Donkeys 1.12 

Goats 1 1.22 

Sheep 0.65 

Table 6 indicates that the number of each li vestock owned by a household head is very slllali. 

And the average number indicates as if all household heads own the same size of li vestock. But 

th e frequency di stribution indicates that there are household heads who do not own all tvpes o f 

livestock. 

Tab le 7: Frequency distribution of size of livestock holding 

, 

Oxe n Cows I H iefers Bu lls Calves horses Mules Donkeys Sheep Gual.., 

I 
F ! % " F % f % ' f % F % f % f % F "10 F % F I,,· " 

, 

, 
! 

I 
I 

I 
I 17 28.3 5 8.3 24 40 3~ 156.7 26 43.3 57 95 60 100 ?' _0 38.3 47 78.~ ~ 7 78.~ ,I 

, 

1
38.3 

. 
t -2 24 ~ O 30 50 ,33 55 23 27 45 I 5 - - 29 48.4 5 8.3 2 _' .. 1 

, 
I 

3 -~ 17 28.3 20 33 .3 ;3 5 2 !3.3 6 10 - - - - 8 13 .3 7 11.6 , I " - j _ .• 

- ---
I 1 

f 5-6 2 3.3 4 4. 7 - - I t.7 I t.7 - - - i - I i t.7 
, , 

, , 
1 - i-I ;:: 7 - i I 1.7 - - - - - - - - - - 1- 6 , 10 

i 

100 160 60l tOO 60 ! 101) 
, 

olal 60 100 60 100 60 100 60 100 60 100 60 100 60 100 I , 

30 



As the above tabl e indicates the size of horse and mule per ho usehold is very small. The nu mber 

of sheep and goats a household head owns is also small. However, the majority of the househo ld 

heads owns donkey. This is because donkeys are used fo r vari ous purposes, such as 

transportation and fetc hing water in the area. 

3.5.5. Access to Social Se rvices 

Soc ial services, re lat ively speaking, are wel l de,·eloped in the study area. The populat ions of the 

study area have access to various social services. These are electricity, telecommunicati on (both 

mob ile phone and wireless phone). school (education), heath and road within 10 kilometers 

radius. Each PA has it s own primary school. There is also Agricu lture and Rural Deve lopment 

Ofti ce in or at nea rby towns of the t\l·O PAs. The farme rs can get extension services and others 

\I·ithin shortest di stance. But the major problem in the study area is gett ing potable water. 

Fal1l1erS residing in some villages of the two PAs are expected to trave l long di stance. 3 ki 10 

meters and more to get water. Ri,·ers and spring water suppli es are few in the area. The 

respondents indicated that the water accessed in such long di stances is not potable. Rather, it is 

pollu ted water. The factor ies operat ing in the area polluted some rivers and water sources o f the 

area. This hampered not only li vestock product ion but also the heal th of people li , ·ing in the area 
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CHAPTER FOUR 

RESULTS OF THE STUDY 

4.1 Livestock Production and Rural Livelihood 

4.1.1. Livestock Production 

The livelihood of the study area populatio n is based on agriculture. Crop and hestock 

productions are the main sources of food. income, wealth, manure (ferti li zer), energy (fuel). 

social security and farming (l abor) .. "'!though there is an opportunity to "engage in non~ farm 

acti vities in the area, the majority of the studied population earns their li vel ihood li'om 

agricul ture. 

Crop , vegetable and fruit production are more important sou rces of livelihood than h estock 

production. The major crops produced include wheat, Teff, barely, bean and pea. These crops are 

produced fo r both subsistence and source of cash income. Furthernlore, vegetabl es and fruit s such 

as cabbage, CatTot and beet root are produced specially in Karabu Peasant Assoc iation , "Furi" 

vi ll age (Garee). In " Furi" village and some vegetable producing areas, the largest share of income 

comes from sale of vegetables and tiui\ s. In add ition to crop, vegetab le and fruit production, 

li vestock production plays a crucia l ro le in rural li veli hood. It is a source of cash income. animal 

labor, energy, fertili zer, soc ial security and soc ial status or privilege. The main li vestock types 

produced in the area include cattle, sheep. goat, donkey, horse (very few) , mule (very fe\\) an d 

chicken . 
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Table 8: Total livestock population in the study PAs 

Total number . 
Types Dalati peasant Association Karabu peasant associat ion 

1\10 

I Oxen 415 421 

7 Cows SOl 562 

3 I Bu lls 238 208 

4 I Heifers 100 372 
I 

) Sheep 39 336 

6 I Goats 178 333 

7 Donkeys 375 384 

S Horses 3 11 
JJ . 

9 ' Mules 2 30 , 

Source: The two PAs Rural and Agricultural Development Office 

The household heads li ving in the tlVO PAs own on average 3.5, 0.5, 0.6 and 0.9 cattle, sheep, 

goat and donkey respectively. In addition, an individual household head o\\·ns 1.04 and 1.6 oxen 

and cows on average. Livestock is produced in a traditiona l way. It is not intensified . For 

instance, there are only 88 crossbreeds or modern dairy cows in the two PAs. The rest was 

indigenous ones. Livestock is produced fo r plowing! farming, source of income, wealth , asset and 

social and econom ic security in times of crop failure. Owni ng large size 'If li vestock is a sou rce 

of soc ial status. 

Fanners of the two PAs do not use machines to produce crops . Crop production is dependent on 

human and animal labor. Without having oxen, one is forced to enter into share cropping. rent 

land or rent oxen (on a yearly basi s to produce crops). Otherwise, it is diffi cult for the household 

to produce crops for not sa le but for subsistence. Having oxen is the foundation for surplus 

producti on. 

However, as dep icted during focu s group discuss ion and interv iew, the purpose and \\·ays of 

producing li vestock varies among vil lages of the study area. In vegetable producing areas such as 
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"Furi" (Karabu PAl and along roadsides, there was a shift from producing livestock for fa rJ11ing 

to J11 il k production and other li vestock production. tn addition, oxen, although practiced in all 

villages, are provided to other village farmers in exchange of two to three quintals of Teff, whea t, 

and other crops. But as one moves from roadside areas and villages nearby the town of Sebeta 

and AleJ11 Gena, traditional li vestock production systeJ11 continues. The general purpose aIVay 

froJ11 roadside areas is to use livestock for fanning. 

In general, livestock production has the following roles in rural li velihood of the area as ind icated 

during focus group di scuss ion and interview made \\'ith Agriculture and Rural DevelopJ11ent 

office. livestock deve lopment departJ11 ent head: 

r Oxen are used for plowing. Crop produc tion is based on land holding, ownership of oxen. 

access to fertili zer, ex istence of rainfall and access to credit fac ilities or inco J11 e to 

purchase agricultural inputs. Livestock production enables the farJ11ers to have access to 

those resources. 

~ Livestock is one of the sources of cash incoJ11e used to purchase agri culture inputs and 

consumable cOJ11modities, pay to get hea lth and education services and to overCOJ11 e 

J11iscell aneous costs. fn coJ11 e is obta ined by se lling li ve animals, li vestock products (J11ilk. 

skins and hides) . 

r Livestock products, butter and cottage ghee are sources of cash income especially for 

women. Fem ales do not participate in sale of large li ve animals in the area. But they 

dO J11inate the production and selling of J11ilk and mil k products such as butter and collage 

ghee in the at·ea. 

r Livestock is the major so urce of wealth and asset. To get social respec t or take loan frolll 

neighbors or local money lenders, having oxen or other li vestock type is req uired. 

r Livestock o\\'nership all ows fa rmers to overCOJ11e risks occurred due to crop failure. In 

Ethio pi a, not onl y in the area, an insurance system that compensates fa rmers in tiJ11es of 

crop fai lure is not deve loped. 

r Li vestock provides security. At times of crop fai lures, household heads sel l li,'e aniJ11al s 

or livestock products to purchase consllmpt ion goods. It provides income that helps to 

overCO J11 e food shortage. 
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,.. Livestock is the source of fe11i li zer (manure) and energy (fuel).The people of the area use 

dung either for manure or fuel. As one moves away from road side areas to relat ive ly 

remote ones, dung is used for fuel. 

,.. Livestock plays a great role at times of festival s and ceremoni es. Ritual ceremonies are 

perform ed by slaughtering animals. 

:r Livestock. especially donkeys, mules and horses are used for transportat ion . It is not a 

Lori o r taxi or car that is used to transport various things but live animals. 

,.. Livestock products, milk and meat are al so used for home consun'1ption. However. the 

consumption of meat and milk is not practiced on a permanent basis. Meat is consumed 

by farmers at the times of holidays and ritual ceremoni es. 

4.1 .2. Maj o r P r ob le m s in Livestock P r odu ction 

Respondent s were asked whether there are problems in livestock production or not. They claim 

that the livestock sub-sector is at risk in the area. The majority of the respondents, abo ut 80%, 

claimed that there are problems in livestock production. They are 20% of the sample household 

heads that repol1ed that there are no problems in livestock production (table 9). 

Tab le 9: Freq uency of househ old h eads that has p r ob lems in liHstock prod uct ion 

Frequ ency Percen t 

Yes 48 80 

1':0 12 2() 

Total 60 100 
, 

The maj or prob lems indicated on the intervi ew, focus group d iscussions and interview made ,,·ith 

Woreda Agriculture and Rural Development office are linked ,,·ith the increase in populati on. 

ex pansion of ill\·estment and the towns of Sebeta and Alem Gena (\dlich resu lted in shortage o f 

grazing lan d). At the beginning o f 2007, some villages of the two Peasant Assoc iati ons ,,-ere 

incl uded to the territory of the towns o f Sebeta and Alem Gena. In addition, short age o f graz ing 

land , poor access to potable water (drinking water polluti on) and low concern given to the 

livestock sector by all stakeholders: government , fanners and NGOs are illdicated as the major 

problems in li vestock production durin g focus group discussion. 

35 



In the past. during the imperial regime, land was not fragmented like it is today. There was not 

shortage of grazing land during imperial and at the beginning of Dergue 's regimes. Thus a 

household head owned many cows, oxen, sheep, goats and other types of li vestock. Having large 

size of cattl e puts the household head at a higher social position. The total number of li vestock a 

household owns was used to measure the wealth of a household. However, graduall y the 

populat ion of the area increased. In addition, after the libera lization of the economy, especially in 

the past few years, the economy opened ways for many investors to enter into the area. Increase 

in population and expansion of investment in the study area resu lted in shol1age of grazing land. 

Thi s ,II so affected livestock producti on. 

The other problem is related to low or lack of in tensification of the secto r. Livestock is produced 

in a traditional way. There are only few household heads who are trying to intensify the sector. 

Loll' suppl y and high cost of crossbreed cows is the other fac tor hampering Ji ves tock producti on. 

Crossbreed cows were supplied to farmers by govenunent (Agri culture and Rural Development 

Bureau). But the supply in both number and quality is below the demand. During focus group 

discussion, it was said that the cost of crossbreed cows or heifers is unaffordable for small holder 

producers. It needs a large capi ta l. For instance, a fann er is expected to pay up to 7,000 Birr for a 

crossbreed hei fer. This is beyond the capacity of small holder producers, whose yearly income is 

less than 5000 bill'. 

[n the area. it is diffi cul t to get in type, quantity and quality animal drugs. Farmers are sometimes 

forced to purchase from private rural animal drug stores. In these drug shops, it is not easy to ge t 

different types of drugs. The shops are limited in number and capacity. Finall y. inc reasing price 

of processed animal fo rage from ti me to time is ind icated as the major probl em in li" estock 

production. At the time of the study one quintal of processed an imal feed was purchased at 120 

Birr. This is beyond the purchasi ng power of fanners. HO\\'ever, the pri ce of milk per liter. 

according to the respondents, was not increas ing at the rate processed an im al feed inc reased. 

Throughout one year liquid milk has been so ld at 2.25 birr. But the price of processed animal 

feed in the same year increased from 60 to 120 Birr. 

The facto rs indicated above have been constraining li vestock production negatively. wh ich holds 

an important pos iti on in rural li ve lihood . In other words, livelihood of fann ers is ncgati\'Cly 

affccted by the factors listed above. 

36 



4.1.3 M il k Production ill the two PAs 

Mi lk is produced in the two P As. The largest proportion of milk is produced in a traditional way. 

In addition, it comes from indigenous cows. The Woreda Agricul ture and Rural Development 

Office claimed that few small ho lder farmers , medium fatl11ers and commercial farmers are 

produc ing milk in a modern way. 

Table 10: Frequency of household heads engaged ill milk production 

r F r equency Percell t 

Yes 53 88.3 

1\0 7 11.7 

Total 60 100.00 

Table 10 indicates that 88 .3 % of the sample household heads produce milk . But about 11. 7% are 

not totally producing milk. This is due to lack of either indigeno us or modem dairy cows. The 

milk produced in the area comes from cows: indigenous cows and crossbreed/modern dai ry cows . 

The milk that comes from crossbreed Imodem dairy cows is insignificant compared to milk that 

comes from indigenous cows. The largest proportion of milk comes from indi genou s cows. 

Tab le II: Tota l mi lk produced by household heads befo r e 1997/98 and in th e past five veal'S 

(in liter) 

Before 1997/98 2002103 2003/04 2004 /05 1 200 5/06 

N i% N % N % '1 % I i'! % 

I \ 01 producing t 4 ) ' , 12 20. 12 20 11 18.3 
1

9 15 - -' .j 
I 

Less than 120 - I - 1 1.7 I 1.7 1 1.7 I I 1.7 

120 - 360 21 35 24 40.0 24 40 22 36. 7 I 23 38 .3 

36 1 - 601 7 11.6 
1

9 14.9 9 14.9 9 14.9 ' 5 8,4 
, 

, ! 
602 - 241 8 13.4 3 5.0 5 8 .3 2 ' , I 3 5 , ,) . _1 

842 - 1082 4 6.7 
1

3 5 I 1.7 - - I - I 

._- --
I O~_) -1322 3 5.0 4 6. 7 5 8.3 4 6.7 : 2 3.3 I I I 
1323 - 1563 2 3.3 I 1.7 1 1.7 1 1.7 I -
;, 1564 I 1.7 -' 5.0 2 3.3 10 16.7 ! 17 28. 3 I I 

I I T otol 60 I 100 I 60 100 60 100 60 100 i 60 i 100 I 

Source : own survey 
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Table II indicates that the level of milk production for the majority li e 120-360 and 361-60 I 

liters a year. Before 1997/98,23 % did not totally produce milk while 35 % produced 120-360 

li ters of milk. [n the same year, the household heads that produced more than 1564 liters o f milk 

const itutes 1.7 %. But in 2005/06 the household heads that produced 120-360 liters increased 

!i·om 35% to 38.4% and the household heads producing more than ISM li ters of milk grew to 

28.7 % from the level of I. 7% before 1997/98. The tota l number of househo ld heads not 

prod ucing milk also decreased from 23.3% before 1997/98 to 15% in 2005/06. These all ind icate 

that the number of household heads producing milk in large vo lumes and tota l milk production 

increased in the past five yea rs. Adoption of modem dai ry cows, sustainable market created for 

mil k and milk products, few training provided to improve mi lk production and increase in the 

demand of mi lk a!ld milk products contributed to the increase. Sebela Agro-lnduSiry cont ri buted 

to this. 

4.1.4 Major Problems in M ilk production 

Milk product ion depends on a number of factors. These are size of land holding, owning cows, 

market, animal hea lth services and other related resources. Lack of these resources constrains 

production. Access to these resources fac il itates the deve lopment of the dai ry sector. The 

respondents were asked whether they have problem in milk productiull or not. Thc resul t is 

described as belo\\. 

Table 12: Frequency of respondents has problems in milk prod uction 

Freq uency Percent ! 
Yes 38 63.3 I 

No 22 36.7 

Total 60 100 

Table 12 indicates. 63.3% of the respondents claimed that there are problems in milk productiun. 

But 36.7% sa id that there are no problems in mil k product ion. The major factors that constrained 

milk producti on stated during focu s group discussion and in tervie\\· are shortagc of grazing land. 

shortage of access to potable water, increasing price of animal forage from time to timc. 

un:ll ailability of some drugs, low suppl y of crossbreed or modern dairy cows and 10\\ emphasis 

given to the sector. The increase in popU lation made fa rmers to use graz ing land for crop 
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cu lti vation. tn addition, the liberali zation of the economy paved the way [or in vestors to enter 

into the area. As a result many investors entered into the area and di splaced fanners. These 

factors created shortage of grazing land. Furthermore, increase in price of an imal feed an d low 

emphasis g iven to the sec tor bv all stakeholders (govemment , famlers, and other instit utio ns ) 

constrained mil k production. To purchase 100 kilo grams of animal feed (at th e time of stuci y), 

the farmers are expec ted to pay 120 Birr. The respondents said that the price of this com modit y 

was 60 Ethiopian Birr a year ago . However, the price of raw milk per liter is not increas ing at the 

rate the price o f animal feed is increasing. In the 1950s, 1960s, 1970s , and 1980s; th ese prob lems 

had been low. But today the facto rs indicated are adversely affecting the sector. In general. the 

problems are assoc iated \\"ith increase in population, expansion of urban centers . nOll 

intensifi cation o f the sector and expans ion of investment in the area. 

4.1.5 Milk Ma rket in g in the two PAs 

In one way or another, milk is marketed in the study area. It is an im portant source or cash 

income fo r th e household head and members, espec ially for women among household mcmbers. 

But all farmers producing l11 ilk are not selling liquid milk . Some process it in a trad it ional way 

and sell Illilk products. Others se ll liquid milk to consumers, small traders or Sebeta agro · 

industry. 

Table 13: Freq uency of household heads en gaged in liquid milk sellin g 

Frequency I Percent 

121 35.00 
I 

I I No 

1
100 

As tabl e 13 sho ll s. about 35% of the respondents se ll liq ui d raw milk. But 65% do not tak e pari 

in sal e o f liquid mil k. As ind icated during focus group d iscuss ions, the maj ority or milk 

produce rs process milk in a trad itional way into butter, cottage ghee and other milk products . and 

sell the milk products directly to consumers or to small traders. Household heads in\ 'olved in rail ' 

liqui d milk selling are those who adopted modern dairy COII'S and have linkage " ith Sebeta Agro ­

in ci ustry o r towns and urban centers. They produ ce milk in large vo lumes. 
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The beginning of liquid milk se lling among liquid milk sellers in the area was close ly linked with 

various factors as the interview and focus group di scuss ions show. The first factor is the 

introduction of crossbreed or modem dairy cows and increase in mi lk production. It is imposs ible 

to process high quantity of mil k in a traditional way. The second factor that contributed to the 

beginning of milk selling was increase in the price of mi lk. Five years ago, the pri ce of a liter of 

milk was less than one Eth iopian BiIT. This is a very low price and milk is the cheapes t 

commodity. But at the time of the study, the fann gate price of liquid ra \\ ' mi lk was 2.15 

Ethiopian Birr per liter. In addi tion. a ki lo of butter can be sold at 32 to 42 Birr. The price of milk 

and milk products continue to increase. Such increase in the price of mi lk and milk product has 

instigated fanners to in tensify and adopt market-ori ented dairy cows. This increased l11ilk 

production at a household head lel·e l. 

The third factor that cont ri buted to the beginning of liquid l11ilk l11arketi ng is the introduction of 

milk col lecti on, processing and marketing industries. Sebeta Agro-indust ry is one of th e fe\\' 

industri es take part in milk co llect ion, process ing and marketing. Although liquid milk se lli ng 

started before the introduction of the establi shment of the factory, it has created sustai nab le 

market for milk producers in the study area. Thus it has induced some farmers to adopt 

crossbreed or hi gh yield ing cows. The majority of those who own modem co\\'s adopted after the 

introduction of Sebeta Agro- Industry. 

Furthermore, increase in the demand for milk in citi es, Addis Ababa and other l11ajor and sl11all er 

ones, is indi cated as the maj or instigating factor for the beginning of liq uid milk sel ling. The 

demand fo r mi Ik in the country is greater than the product supplied (Azage, 2004). The del11and 

continues to increase in the nex t 20 years (Delgado et al 1998) . To fi ll the gap between del11anu 

and suppl y, like other del 'e loping countries, Eth iopia imports milk and milk products frol11 

abroad. Delgado et al (1998) indicated that developing coun tries ex pend abo I'e file percent of the 

incol11e they eam fro l11 export of agri culture on import of mil k products. According to Central 

Stati sti cs Authority's report (2006), in 2003, Ethi opia imported 2,0 12 tones of l11ilk products. 

bird's egg, natural honey, and edib le oil. Thi s costs about 49,569,000 Ethi opian Birr. Althou gh 

the fi gure is not clearl y indicated. the largest proportion of the indica ted figure was for l11 ilk and 

l11il k products. 
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Milk producers, who sa le liquid milk , sel l it to vanous customers. These are Sebeta Agro­

lndustry, local consumers, small traders, tea and coffee bars and urban consumers. Others process 

the mi lk they produce and se ll mi lk products to small traders or tea and coffee bars. 

Tab le 14: Frequency of household heads aud their customers (milk se llers) 

Customer/clien t N % 

1 Sebeta Agro-industry I I 18.3 . 
2 Local consumers 5 8.3 

3 Small traders 4 6.7 

4 Tea and coffee bars - -

5 Do not sa le 140 66.7 

Tota l 
1

60 100 

The largest proportions of liquid milk se ll ers, about 18.3% of the total samp le population, suppl y 

liquid raw milk to Sebeta Agro- [ndustry. The rest, 8.3% and 6.7%, sell the raw milk to loca l 

consumers, tea and coffee bars and small traders respectively. Liquid milk selle rs se ll mi lk on a 

daily basis or twice a day. However, the largest proportion, about 66.7%, of the samp le. do not 

sell liquid milk but process in a traditional way and market the milk produc~ (butler and ghcc) in 

a week or in two weeks li ke other commodities. This is because mi Ik production per day among 

thi s group is low. Distance from Sebeta Agro-industry and the towns are also the factors for the 

majority for not to sale mil k. 

The product of milk , butter, is not onl v source of income. It is also used as cosmeti cs. Females. 

especially in the past, did not use body lotions and hair creams but butter. In addit ion. it is 

consumed and used for various purposes at the time of ritual ceremon ies. 

There are no spec ific mi lk collection centers in the two PAs. The faC lOr\' co ll ec ts 1'<1\\ milk 

fo llowing Addis Ababa-lima road. It collects mi lk twice a day, in the morning and in the 

evening. The amount each mi lk producer supplies each day is registered on the produccr's supp lv 

card and payment is made e\'ery two weeks. [n the case of loca l consum ers. milk producers do 

not take the mi lk to consumers. The consumer hi m/herself goes to producer 's house and 

purchases either in the morn ing or in the evening and pay fo r the amount o f milk he/she or the 

household consumed at the end of the month or on a daily basis , according to their cont ract. 
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However, the producers themselves take the milk to their cli ent and receive their money each da\' 

fo r the amount they supplied in the case of Tea and coffee bars. To ensure continuity of supply or 

mi lk, tea and coffee bars provide some motivations to producers, for instance, increas ing price or 

milk per li ter. 

The producers who process milk process and sell milk products li ke butter and cottage ghee 

during market days. They se ll their product to small traders or direc tl y to consumers. The pri ce 0 i' 

these products is set on bargaining. The income obtained from this can be lI sed to purchase 

vari ous commodities such as sal t. coffee (not roasted) needed at household leve l. Femal es 

dominate the process ing and marketing in this case. 

4.1.6 Problems in M ilk ma rketing 

Milk marketing is not well deve loped in Ethiopia and the study area. The in fo rmal mil k 

marketing system dominates. The majority of milk producers sell mi lk and milk products in the 

infollllal way. There are also a number of problems in milk marketing. 

Table 15: Frequ ency of household heads has problems ill milk ma rketing 

Frequ en c~' Percent 

Yes 35 58,3 

No 25 41.7 

Total 60 100 

About 58.3% of the total sample indicated that there are problems in mil k market ing. According 

to the perception of milk producers, Sebeta Agro-Indust ry is not paying proper price fo r the 

product. The factory sometimes reduces the amoun t it purchases from producers. For instancc. ,It 

the times of fas ting, since the demand for milk is reduced, the fac tory reduces the amount it 

col lec ts from the fa rmers. In addition , it returns the mil k supp lied due to qual ity problems, Of 

course, key informants ind icated that farmers sometimes add \\ 'ater to milk they supp ly to the 

fac tory. This is to increase income obtained from mil k by increas ing the amount of milk they 

supply to the factory. But thi s has an impact on quality. The other constraini ng factor is lack of' 

train ing and techn ical advice on hoI\' to imp ro ve the qual ity of the product. The farmers indicated 

that training on improv ing the quality of the product is no t given. 
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Furthel11lOre, the factory has no pennanent collection centers constructed for that purpose. The 

faIlll erS are expected to take their product to temporary collection centers. located on the main 

road. The other problem is related to the price of animal feeding. The price of processed forage 

and grass has been increas ing from time to time. Abo ut 120 B ilT is required to purchase 100 kilo 

or one quintal of processed animal feed. Absence of other organi zat ions engaged in milk 

co ll ec ti on, processing and marketing is also another problem. The presence of such organizations 

improves the co ll ection, processing and marketing and participate farmers in product ion. It 

triggers competition and improves the quali ty and quantity of milk. Finall y, lack of milk 

producing, co llecting, processing and ma rketing cooperati ves reduced the bargai ning power 01' 

fa rmers. There is no cooperative engaged in milk col lection, processi ng and marketing in th ~ 

area. 

4.2. Income and Income Sources 

4.2.1. Income 

The income of the fann ing populati on is dependant on the size of land ho lding, size of li vestock 

holding and availabili ty of relative ly high paying non-farm employment opportunities. 

Household heads who own large size of livestock (cattle, sheep, and goat) are considered rich . 

They are ab le to overcome risks by se lling li ve animals or by products. Milk and milk products. 

the major product of li vestock, are also the source of income for fa rmers. It is a regul ar source of 

income. ln tensificat ion of the secto r thus benefits the farm ing population. ln general, livestock 

and li vestock products are the do minant sources of income. Thus improve in li vestock 

production, other agricultural products and selling price of their output signi fica ntl), improves the 

income of the households. 

It is difficult to know exactly the income of the rural population. Farmers do not tell the total 

income they obtain in a year. These are fo r two reasons. The fi rst one is duc to inability 10 

remember yearl y income. There is no habit of registering income in the st ud y area. Crops 

consumed at househo ld level are not considered as income. They consider cash income ob tained 

from sa le of live an imals, crops, grasses and eucalyptus tree as income. The second reaso n is 

ignorance. The maj ority do not want to provide in fo l111 ation regarding income. This is due to fear 
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of increase of tax by government based on such in fOlma tion. The prob lems indicated above were 

all ev iated by ex plaining the objecti ve of the research be fore interview started and in the midd le 

when it becomes necessary. I also waited on the fie ld fo r 45 days to co ll ect data on income. I also 

conti nually visited the area from the beginn ing to completion of fi nal draft proposal. In , add ition. 

a separate note pad was prepared to register income obtained from d ifferent sources at d iffe rent 

times o f d ifferent years. Thi s is because there observed that fa nners remember income th ey 

obtain from di ffere nt sources. Finall y, it was ad ded together and then taken as annual income. 

Figure 2: Aver"age income of a household head obtained in the past fi ve years and 

before1997/98 
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Source: own survey 

The above figure shows that on average income at a househo ld head level increased in th e past 

Il\ 'e yea rs. Be fore 1997/98, yearly income of a househo ld head was 5444.25 birr. This increased 

to 10773 .52 Birr in 2005 /06. But the average income growth does not show improvement in 

income at a household level. The frequency d istribution descri bes more the dis trib ution o f 

income at a household level as shown below. 
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Table 16: Frequency distribution of income in the past five years and before 1997/98 

Year 

Income Before ! 
2001/02 2002/03 2003/04 2004/05 2005/06 

(Birr) 1997/98 

N % N % N % N % N 0 ' 10 N % 

:s2000 20 33.3 13 21.8 9 15 9 15 7 11.8 8 13.3 

200 1-5000 25 41.7 27 45 28 47 25 41.7 24 
1

40 14 )" 4 
I 

_ J. I 
500 1-800 -+ 6.7 9 15 10 16.7 11 18.3 13 2 1.5 IS 3°1 

SOO I-II OOO 4 6.7 4 6.7 4 6.7 6 I 10 14 I 6.7 5 S.3 , I 
, I 

11 001- 14000 " 5 2 3.3 2 3.3 " 5 4 J 6.7 " 5 I J .) .) 

, 
~ 15000 -+ 6.7 5 8 .3 7 I I. S 7 

I 
I 1. 8 S I 13.3 12 20 

I 
Total 60 100 60 100 60 100 60 100 60 I 100 

I 
60 100 

Source: own sUr\'ey 

Table 16 shows that before 1997/98 and in 2001 /02, 33.3% and 21.8% of the househo ld earned 

income less than or equa l to 2000 birr respectively. However, household heads earning less than 

or equal to 2000 Birr decreased to 13.3% in 2005106. [n 2004/05 and 2005/06, 13.3% and 20% 

earned income greater than or equal to 15 ,000 Birr. Before 1997/98 and in 200 1102 the household 

heads eaIll ed income more or equal to 15 ,000 Birr were 6.7% and 8.3 % res pcc ti ve ly. This 

indicates th e increase in income of the studied population. However. it should be noti ced that the 

majo rit y's income li es between 2000 and 8000 Birr. 

The responden ts were asked to express whether their income sho\\ 's increase or not. Table 17 

indicates that about 76.7 % claimed th at their income increased in the past Fi ve yea rs. The rest, 

abo ut 24 .3 0'0, responded that their income did not show increase. 

Table 17: Did your income increase in the past five yea rs? 

Frequency Percent 

Yes i 46 76.7 

No 14 24.3 

Total 60 100 
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The reasons for the increase o f income of the household heads are increase in agri cultura l 

producti on due to the use of agricultural inputs (fertili zers, chemicals), improvement in the prices 

of agricultura l products and diversification of income sources (animal fattening, vegetable 

production, mi lk production). The price of agricultural products per quinta l is do ubled since 

2004/05. For instance, the price of 'Teff' per quintal in 2002/03 was 200 Birr and less befo re. 

Thi s increased to 450-520 Birr in 2005/06. This contrib uted a lot to Increase in income of 

fanners. 

4.2.2. I ncome Sources 

The study \Vas cond ucted in rural areas. The major source of income and liveli hood fo r the rural 

population is agricu lture, both crop and li vestock production . Crop, milk. live animals, fruit s. 

vegetab les, trade, sa le of eucalyptus tree and employment in non- fa rm ac tivities are the principal 

sources of income. Household heads were asked to indicate the major source of thei r income. The 

result is described below. 

Table 18: Sources of income (major ones) 

Sources oflncome Frequen cy Percent 

I Sale of crops 35 58.3 . 
2 i Sale of milk 5 84 

._-
" , Sale of li, 'e animals - -0 

I 
4 I Sale of frui ts and vegetables 13 21 .7 

5 Trade 3 5 

6 Emplo)~nellt in facto ri es or non-farm activities 4 6.7 

7 Total 60 100 , : 

Crop production is the domi nant source of income. About 58.3% obtain their income dominantl y 

from sale of crops. Their sources of income are, of course, not onl y limited to sa les of crops. Salc 

of milk or milk products, sa le of fruits and "egetab les, sa le of li ve animals and non-farm 

employment activiti es are the major sources of income. For 21.7% of the sample household 

heads, fruits and vegetab les are the forem ost sources of income as they replied. It is onl y 84 '1,. 0 (' 

the sample who claimed that their majo r source of income is sa le of liquid mi lk. But they do nol 
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depend only on sale of milk. Farmers have di versi fi ed income sources such as crop. vegetable. 

fattening ani mals, sale of egg, non-farm employment and milk and milk products. 

4.2.3. Non-farm Income Sources 

The ex istence of non-farm sectors in rural areas provides employment opportun ity for the rural 

pop ul ation. It also links the agricultural community with the urban population and other 

economic sectors. Furthermore, it prov ides agricultural inputs, technologies and market for 

agricultural products. The possibi li ty to engage in non-fam1 activities fo r the study area 

population is high . The locat ion of the Woreda, at short di stance from the cap ital city (Addis 

Ababa) and on the main road of Addis Ababa-lima, attracts many investors. A number of 

constructions (for manufacturing and service sectors) are underway. in addit ion, various 

manufacturing industries have stal1ed operation. This opened employment opportunity fo r the 

residence of Dalati and Karabu PAs, Sebeta Awas Woreda, other neighborin g Woredas and 

Addis Ababa. 

However, the majori ty of the respondents replied that non-farm income sources are lim ited. They 

are only about 40% of the sample that claimed that there are opportunit ies for the household 

members to engage in non-farm activities and earn income. The rest, about 60%, claimed that 

there are no non-farm income sources in the area. 

Table 19: Non-farm income sources: Is there any opportunity for your famil y to engage in 

nOli - farm actiyities? 

Frequency Percent Cumulative percent : 

Yes 24 40.0 40 

No 36 60.0 100 

Total 60 100 

The major non-farm ac ti\'i ties included employment as unsk illed and skilled laborers in fac tories. 

trade and making of too ls used by the agricultural soc iety. But most of the respondents claimed 

that the wage earned by being employee of facto ries as dai ly labo rer is very low. It is on average 

about 200 Ethi opian birr. The low payment may be the reason for most household heads to say 
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there are no non-farm Income sources as interview responses and talks during foc us grouJl 

di scuss ion shows. 

Most of the fa nners lack technical skills to eam more income. They are invo.lved in activities that 

require low ski ll such as dail y laborer and guard , which are low paying. This dissat isfi es the 

fanners or their fa mil y members to work in manufacturing or service gi\'ing industries. It \\"as 

indi cated on the focu s group di scussions held that they are individuals \\'ho lack options for 

survival who work in such organi zations. The organizations themselves ha\'e no interest to hire 

unskilled individuals in large numbers. Most fanners are illiterate. It is a cost to train them. 

Organiza tions objecti\'e is to minimize their cost and maximize their profi t as indi ca ted on focu s 

group di scussion. Thus. they need to hire skilled personnel. 

4.3 The Linkage between Agro-Processing and Milk Producers 

The nature of the product , milk, makes transact ion cost and unit cost of production high (Stokke 

and Chan talakhana. 1999). [t is also eas ily susceptible to damage within hours. Thus, the 

presence of dairy process ing industries reduces the problems associated with milk production and 

promotes the deve lopment of the sector. Sebeta Agro-Industry is one of the few agro-process ing 

industri es involved in such acti vities. It is invo lved in co ll ection, processing and marketing of 

milk . In other words. the facto ry is using agricultural products supplied by small farmcrs. 

medi um farmers, commercial fa rms surrounding Addis Ababa, and own farm and process as by 

adding some values. It has been created market opportunity for milk produced in the area. Tabl e 

14 shows that 18.3% of the sampl e population supplies milk to the factory. It is also indicated 

during focus group discussion that the factory opened market opportunit\· for IUilk producers 

surrounding Addis Ababa. Thus it is possible to say that there is linkage bel\\'een the fannin g 

popul ation of the Woreda and the factory. During focus group di scussions beld, it was indi cated 

that the largest proport ion milk sellers in the two PAs suppl y to the factory. The factory al so 

instigated some fal'\l1ers to adopt high yield ing modern da iry cows and produce milk in largc 

\'o lumes. However, it is indicated during focus group discussion that the linkage between the 

factory and the rural milk prod ucers is not stron g. Rather, a weak in tegration between the t\\"o 

preva il s. The factory invo lved less in transferring technologies to the farmers. It simpl y collects 

milk. For instance, some household heads, who previous ly suppli ed ra\\' milk to the ractory. 

stopped suppl ying milk to the factory. Various reasons were ind icated for thi s. These are: 

48 



.r The price of mi Ik is set by the factory but not by the market. Producers do not have the 

power to negotiate. As a resu lt, the selling price of milk is low, while the price of animal 

feed is high and increas ing from time to time. Thus the fanners obtain relat ive ly less and 

non-moti vating benefit from milk production and selling . 

.r Train ing on how to improve the quality of milk is not provided by the factory to 

producers. The factory is simply engaged in collection, process ing al2d marketing of milk. 

Without providing trai ning, the factory expects to supply quality milk. Mi lk, considered 

by the factory collectors below standard, is not purchased by the factory . 

.r There are no milk collection centers in the two PAs . A producer is expected to tak e th e 

product to main roads and sell to those co ll ectors that co llect mi lk by car followin g the 

main road. 

4.3.1 Dairy Processing 

The first dairy processing industry was establi shed at shola (a publi c sector pi lot process ing 

plant) by the assistance of UN ICEF in 1960. The plant began processing milk produced by large 

dairy farms. The govemment also intervened to develop the sector by prov iding modern dairy 

" cows, designing projects and implementing it and establishing an organizat ion known as Addis 

Ababa Dairy Industry (AADI) that controls and organi zes the collect ion , processing and 

marketing o f milk. To fUl1her develop the secto r the govelllment established, an autonomous 

organizati on, Dairy Development Agency (DDA) in 1971. DDA, taking mer the task of .AAD I. 

engaged in milk collection, processing and marketing. Both DDA and AAD I collect milk du ring 

the imperial period dominantly from large farms, small farmers and medium farmers (Ahmed . 

1',1.1',1. et a i, 2003). 

The imperia l govemment was overthrown in 1975 and Dergue took over power. Dergue declared 

soc iali st ic economic system . Large dairy falllls were natio nal ized like other sectors. Th e varioLis 

dairy fanns nationalized merged with DDA in 1979 and ca ll ed Dairy Deve lopment Enterprise 

(DOE). In add ition to milk collect ion, process ing and marketin g, DOE provided power to lead 

the development of the dairy sector. The Dergue tri ed to deve lop the dai ry sector th rough 

cooperatives. Dairy process ing industries, however, did not develop as such (Ibid) 
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In 1991 , the Ethiopia economy, with the change of government, was liberali zed. Like othcr 

sectors, private sectors started to invest in the area. Two dairy processi ng industri es employing 

more than 10 employees establi shed. Many small dairy processing industries also started 

operation. 

Sebeta Agro-Industry is one of the few industries involved main ly in milk co llection, processi ng 

and marketing. Thi s helped farmers suppl y their product to the factory rather than process it in a 

traditional way. 

However, milk is dominantl y produced, processed and marketed in a trad iti ona l \\ 'ay using 

traditi onal tools in the stud\" area. \fodern and hand operated machi nes deyeloped by ILRI and 

other organizations are even not used in mi lk processing. 

Table 20: If you do not sa le liquid milk, do you process it? 

Frequency Percent 

Yes 42 70 

No 18 30 

Total 60 100 

Table 20 indicates that 70~ o of the sample process milk in a tradition way. The rest, about 30%. 

either sell liquid milk or do not produce milk at all. Traditional hand operated tools developed by 

the community are used in milk processing. These tools are time consumin'g, reduces qualit y of 

the product and influences proriuction and productivity. But they argued that there is no opt ion. 

There is no suppl y of hand operated modern dairy processing machines. In addit ion. Sebct3 

Agro-I ndustry has no collection centers in rural areas located at di stance from Addi s Ababa-.linHi 

road. The onl y opt ion is thus to process milk and sale the by product. In general. absence of 

cooperati ves, intensification and di stance from major roads are the major reasons \\ 'cakenecl the 

integration. 

4.3,2 Linkage betwee n Sebeta Agro-I ndu stry and Mi lk Producers of the Stud~ ' 

A.'ea 

Sebeta Agro-Ind ustry is located in Sebeta town, the cap ital city of Sebeta Awas Woreda . It 

rece il'cd investment license on November 1995 and started production and marketing on April 9. 
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1998 . The time between 1995 and 1998 was the time of construction and installing the plant. The 

factory is establi shed to process agri cultural products, mainly dairy. Its main obj ect ives are 

processing and marketing dairy products, fatteni ng and marketi ng an imalS, and processi ng and 

marketing animal feeds to both intern al and external markets. It has a process ing capacit y of ~O. 

000 liters of li qu id milk per 8 hours shift (Sebeta Agro Industry pamphlet). The com paJw 

manager said that it is ex panding furth er its capacity. 

The factory opened up employm ent oppottunity for over 170 pemlanent and different types of 

temporary workers. It also prov ided market opportunity for smallho lder producers, cooperati\'es 

and commerc ial milk producers in and around Addi s Ababa. In general, it opened mark et 

opportunity fo r about 2000 m il k producers. Furthermore, it supplies safe and nutri tious dain 

products to consumers, saves, to same extent. foreign exchange earned by export of agricultural 

products ex pend on im port of m ilk and milk products. It also suppli es processed ani mal feed to 

dai ry producers to overcome shortage of an imal feed (Sebeta Agro-Industry pamphlet). 

The abo ve mentioned things indi cate the ex istence of linkage between Sebeta Agro-Tndustry and 

Milk producers. The factory invol ved in mi lk coll ection , processing and marketin g. It a ll e\'ialcc\ 

the fear of producing mil k in large volumes due to absence of mi lk market. Tt created sustaina ble 

market for mil k produced in and around Addi s Ababa (inc luding the study area). However, stron g 

linkage between the studi ed popUlation and the factory is not created. It is a weak and a one sided 

integration that prevails between the two. M ilk producers suppl y milk to the facto ry. The fac tory 

co llects, processes and markets milk . There is no crossbreed or modern dairy cows, techni cal 

advi ce and training the fac tory is providing to mil k producers as indi cated during focu s grou p 

d iscuss ion. As one mo ves away from Add is Ababa-lima road, milk producers have no li nkage 

with the facto ry. During focus group discussions held with these grotlpS, the pa rti cipants 

indicated, " We have no connecti on with the factory. We are producing and processi ng milk like 

our fa thers and grand fathers do , using trad itiona l tool s. No change is observed in mil k 

production and processing." Thi s indi cat es the inexistence of linkage. Thev arc those who ar~' 

li"ing nearby Addi s Ababa-Jima road anci in towns of Sebeta and Alem Gena that ha\ 'e linkage 

with the factory, 
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4.3.3. Benefit of the Linkage 

Although weak, there is linkage between Sebeta Agro-Industry and milk producers. Milk 

producers do not fear about absence of milk market. Sustainable market is created for milk 

produced in the area by the factory. [t commences, although few, farmers to adopt crossbreed or 

modern dairy cows. This contributed to increase in milk production, especially among fa rmers 

who have linkage with the industry and improved in income obtained from milk. The factory is 

the main customer for those engaged in liquid mi lk selling.The farmers were asked whether they' 

benefited from the introduction of the facto ry or not. Most respondents, about 76.7%, claimed 

that they did not get an y kind of benefit from the introduction ofSebeta Agro-Industry. It is abou! 

23.3% that claimed that they obtain various benefit s from the introducti on of Sebeta Agro­

Industry (table 21). 

Table 21: Attitude of farmers to\yard the benefit of the factory 

Frequency Percent 

Yes 14 23.3 

No 46 76.7 

Total 60 100 

Furthennore, those respondents \I'ho get benefit were asked to specify the major benefits they 

obtain from the introduction of Sebeta Agro- Industry. They cl aimed that the factory created 

sustainable market for mil k produced in the area and employment opportunity (dominantl y fo r 

the populat ion of Alem Gena and Sebeta to\\ns). [t also commences farmers to adopt modern 

dairy cows. 

In general , the market opportunity created and the increase in the demand of milk from time to 

time in the country encouraged some far-mers to increase milk production. This in turn increased 

income obtained from milk and consumption of milk at household level. Increase in income and 

consumption is believed to impro\'e rural livelihood. 
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Table 22: Some of the benefits of Sebeta Agro-Industry 

Freq uency 

No Types of benefits Yes No 

N Percent N Percent , 
I ! Employment opportunity creat ion 5 8.3 55 91.7 

2 ! Market for milk II 18.3 49 81.7 

3 Feed for animals 4 6. 7 56 93.3 

4 Technical advice - - - -

5 Increase in milk production 4 6.7 56 93.3 

6 Increase in income 4 6.7 56 93.3 

7 1 Increase in milk consumption 4 6. 7 56 . 93.3 

8 Increase in food consumption 4 6.7 56 93.3 

9 i Improve in hea lth 4 6. 7 56 93.3 

10 Initiating adoption of cross breed cows 4 6. 7 56 93.3 

," I Send children to school 4 6. 7 56 93.3 

Table 22 indicates that about 18 .3 % claimed that the factory c reated sustainable Ill arket for the 

milk prod uced in the area. A nn 0.7 % replied that th e factory contri bu tes to increase in milk 

consu mption , inc rease in income and consumption of milk and milk products. The above table 

reflects that there are few people who have linkage with the factory and gettin g benefit. The 

majoriti es do not have linkage with th e factory and do not benefit from tl~e introduction of th e 

rar to ry. 

4.3.3.1. Impact on A doption of C ross breed C ows 

The majo rit y of respondents does not have modern dairy cows or crossbreed cows. It is only 

about 38.3% of the lotal sample size that have modem dairy cows. 

Table 23: Frequ ency of househo ld heads ha vin g modern dairy cows 

Frequency Percent 

Y es 23 38.3 

No 37 65.7 

TOlal GO 100 
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Most of those who own crossbreed or modem dairy cows adopted them after the introduction of 

Sebeta Agro-Industry. The reasons indicated for the adoption of modern dairy cows are shortage 

of grazing land created to produce indigenous cows in large numbers, sustahlable market created 

for milk and milk products, increase in milk and mil k products, increase in price of milk per liter 

and awareness created on the importance of intensifying milk production. Furthel11lOre. the 

interest to increase income and continued training provided by development agents on the role of 

di versifying income sources moti vated fanne rs to invest on modern dairy cows. In addition. 

In crease in income of fal111erS who al ready adopted in itiated other fanne rs to have crossbreed 

CO\\"S. 

It is due to these factors that most farmers entered into the business very recentl y. Before 

2004/2005, there were few people who owned modem dairy cows. But it is after the 

estab li shment of the factory that many farmers adopted modern dairy cows. Howe"er, hi gh price 

of crossbreed or modern dairy cows or heifers , low supply of those cows and in general required 

fix ed costs constrained the development of the sector. 

Figure 3: Cows on average owned by a household in the past five years and before 1997/98 
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The above figure indicates that the total number of cows a househo ld head ollns has been 

dec reasing form time to ti me. On average a household head owned 2.97 indigenous co\\'s before 
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1997/98. This decreased to 1.55 in 2005/06.This was a high decrease in size (number) of cows a 

household head owns compared to that of before 1997/98 ownership. On the other hand, the 

fi gure indicates that the size of crossbreed or modem dairy cows per household head has been 

relati vel y increasing. Famlers are adopting modern or crossbreed dairy cows. But they claimed 

that there is shortage of supply of crossbreed or modem dairy cows. In add ition, increasing price 

of animal feed hampered farmers to enter into the business extensively." [n general , what is 

observed from the fi gure is decrease in size indigenous cows per household head and increase in 

size 0 f modern da iry cows. 

4.3.3.2. Impact on milk production and Income 

The income obtained from milk and milk products has increased on average in the past five years. 

i.e. after the illlroduction of Sebeta Agro-lndustry. The introduction of the factory contributed a 

lot to increase in milk production. It commences some farm ers to adopt modern dairy cows. This 

in turn put at increase in milk production. 

No respondent remembers exact ly the total amount of milk produced by hi slher household for 

longer peri od of time. Measuring and registering the amount of mi Ik prodtlced is not practi ced 

regul arl v. Ho" ·,,,·er. most of them said that the tota l milk producti on of some household heads 

has been increased fo r some and almost remains constant for others in the past years. It al so 

decreased for others. The reasons are many. Decrease in the size of indigenous cows a household 

head owns due to shortage o f grazing land is one among others. In 1960s -1 970s and 1980s. a 

household head o"·ns on a\·erage 5 to 7 or 8 co\\·s as an intervie\\· made with elder indicated. 

Howe\ er. the size of indigenous cows a household head O\nlS decreased and reached one or two 

per household head. The decrease in the size of indigenous cows could be compensated with 

adopting high \i elding dairy cows. But th is is at its infancy in the two PAs. Those who adopted 

crossbreed or mode rn dai ry cows constitute about 38.3% of the total household populations of the 

t,,·o PAs (tab le 23 ). The majoriti es do not adopt. Milk producti on has increased for fanne rs who 

adopted crossbreed co" ·s and have contact wi th dairy process ing industry, Scbeta Agro- Ind ustry. 

They constitute about 6.7% of the total sampl e size (refer table 22). 
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Figure 4: Anrage milk produ ction by a household annually (in liter) 
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The reasons indicated for the increase in milk production are the shift to highly productive 

technologies, i. e. adopt ion of crossbreed or modern dai ry cows; the benefit obta ined by 

household heads who adopted modem dai ry cows, and the increase in size of modern dairy cows. 

In 2004/05. a household heads owns on average 0.44 modern dairy co\\·s. This increased to 0.83 

modern dairy cows per household head in 2005/06. It was sa id during focus group discussion that 

cows do not give always mi lk. Mil k is produced during lactati on peri od. If<thousehold has many 

cows pro,·iding milk , milk production increases. [n 2005/06 most fanners produce milk . Thi s is 

also thc reason fo r the increase in milk production. [n addition, the sustainab le market created for 

mil k. although the fa nners clai med that the price of mi lk per liter is 10\\·. was also ind icated as the 

major fac tor for the increase in the production of milk through initiating adoption of modern 

dairy cows. 

The income a ho useho ld head obtained from milk and milk prod ucts inc reased in the past five 

yea rs. It increased ,·ery slowly up to 2002103 . But after 2002/03 , ·e ry fast gro\\·th \\as observed. 

The average figures also show the same increase. In 1997/98 the income a household rece ived on 

average from mil k and milk product was 474 Bi rr. This increased to 3108.6 Birr in 2005/06. This 

was a great increase observed within ten years. 
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Figure 5: Average income obtained from milk by a household head (ann~u a lly) 
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Figure 5 shows increase In Il1come obtained from milk and milk products. Many factors 

contri buted to the increase in income obtained from milk and milk products. Increase in milk 

production due to adoption of high yield ing modern dairy cows is the major factor. However, the 

increase in income obtained from milk and milk product is not only li nked to Il1crease III 

production. lncrease in price of milk per liter is also another factor. [n the past tlve yea rs. th e 

pri ce of milk doubl ed. In 1997/98 . the price of milk per liter was less than one birr. ranging frolll 

0.5 to 0.8 Birr. Increase in the demand of milk and mi lk products in the country raised the price 

of milk per liter. The price of milk per liter at the time of study was 2.25 birr per liter. It is 

increasing even fUl1h er. 
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Figure 6: Price of milk per liter (in Birr) 
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The respondents cl3lmed that the price of milk and milk products increased in the past fiv e years, 

But they are not sati sfied " 'ith the increase, They argued that the increase in price of mi Ii< does 

not compensate the rise in price or animal feed, 

The introduct ion of Sebeta Agro- Indust ry in the area and the rise in the pri ce of mi Ik are other 

factors , The introduction of the factory contributed to both the inc rease in mil k product ion and 

the increase in the price, Fi na ll y, high inflat ion observed especiall y in the past t",o yea rs added to 

ri se in the price of milk and milk products, and rai sed in the incom e obtained [i'om milk , In 

general , increase inmilk production, the creation of sustainable market for mil k, inc rease in price 

and increase in size of modern dairy cows are the reasons for the improvement of income 

obtained frol11m ilk and milk proclucts, 

As indicatecl above the income obtained from milk increased, But not all houschold heads bc lic"'c 

that the increase in the income resu lted from milk , The next table renec ts the responses 01-

household heads towa rd increase in income obtained frol11 milk andl11 ilk products, 
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Table 24: Attitude of respondents toward increase in income obtained from milk and milk 

products 

Frequency Percent 

Yes 25 41.7 

No 35 58.3 

Total 60 100 

About 4 1.7% of the tota l respondents indicated that the income they obtained from milk 

increased in the past fi ve yea rs. But the rest, 58.3%. do not beli eve that the income the\' obtain 

from mil k and mil k products has increased. Increase in income acq uired from mil k is obscl"\"ed 

only among household heads that have linkage with the industry and urban centers. 

4,3 ,3,3, T he Role of th e linkage in Impr-oving Health and E ducation 

Health : Health of a society can be improved when consumption, access to better health services 

and sani tation improve. Thi s can be possible ifb etter health services are provided on subsidi es, if 

awareness of community is raised in keeping sanitation or income of the household improve in 

the way it improves consumption and access to better health services. "Fhe objecti ve of thi s 

sec ti on is not to consider all these. Rather, it is to see the role of the linkage between Sebeta 

Agro- lndustry and milk producers in improving health of households and their fa mily thl"Ou gh 

increasi ng milk production, income and consumption. 

Table 25: Hou sehold ab ility to get better hea lth service: Are yo u ab le to affo rd to get health 

seryi res'? 

I Frequency Percent 

! Yes 42 70.00 

I "10 18 30.00 
I 

I Total 60 100.00 . 

Tab le 25 indicates that the majo ri ty, about 70%, are ab le to afford to get heal th services. The 

maximum th reshold set, however, during the focus group discussions was 5000 Birr. The 

majority of the res ponde illS are not able to afford 5000 bi lT. Bu t they said that their po t~ntial 
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ex penditure ranges from 200 to 5000 birr. The rest, about 30%, lack financial power to pay lo r 

health services. This is because their income and production is very low. Low income and 

production have exposed them to poor hea lth status. The income thi s group obtain from sale of 

crops, sale of li ve an imals, sa le of milk and milk products, sale of fruits and vegetables. sale 0 1· 

eucal yptus trees and bei ng employed as daily laborers in factories and otber farm and non-farm 

acti vities is low. It fails to meet their basic needs. 

Milk contributes to better hea lth in two ways. The first one is by increas ing income 0 1 

households. Increas ing income enables the households to increase consum ption of other 

commodities. Tn addition. it impro' ·es the ab ility of the farmers to pay for ,.and get better health 

sen·iccs. Bu t the majority of the popUlations are not obtaining sufficient income from milk and 

milk products. About 6.7 % replied that the income obtained from milk helped them to ha'·e 

access to health services . About 6.7% of the sample popUlation's income was increased after the 

introduct ion of Sebeta Agro-Tndustry. The same proportion said that thi s improved their fi nancia l 

leverage to pay for to get better health services. Secondly, consumption of milk significan t" · 

improves a household's and individual's hea lth. Mi lk is a nutritious food . But the maj orit y of th e 

respondents bel ieve that their consumption of milk did not improve with the introduction of 

Sebeta Agro-Industry. It is about 6. 7% who reported that their consumption of milk and mil k 

product increased (refer to tab le 22). In general, milk is a regul ar source of income, especiall y for 

women. The income, then, is used for household expenditure and to get hea lth services at times 

of illness. 

Education: Education is a key to the development of a country. Uni versa l Primar'· Education is 

one of the Millennium De,elopmel11 Goals to be ac hieved in 2015. In Ethiop ia. educat ion i< 

prov ided tui tion free up to the level of grade 10. Thi s does not mean that the government covers 

the whole cost. The fa mily is ex pected to cover costs of clothing, educational material s (ex ercise 

book, pen, pencil , etc) , food and housing. Thus hav ing minimum income is a necessa ry cond ition 

for the familv. It enab les the household to meet the basic needs of all famil" members: hea lt h. 

education. housing, sanitation and food. 

Most of the household heads, about 71.7%, are sending all of their ch ildren to school (refcr to 

table 26). Increase in income of a household and the awareness created towards the importancc of 

educati on contributed to this . For most of the household heads, increase in income is not direc tl y 
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related with income obtained from milk. Of course income obtained fro m milk increased in the 

past years. However, the income the majority of the household heads are olJtaining from milk is 

very small , less than 1500 birr a year. 

Tab le 26: Are you sendin g all of your children to sc hoo l? 

Frequency Percent 

Yes 43 717 

No 17 28.3 

Total 60 
1

100 

As the above table indicates, the majority, about 71. 7%. send all of their children to school. But 

28.3% fail to send children to school. This is due to low income a household"head ea rns. 

Income earned from milk and milk products, sa le of eggs and chickens is used to cover 

educational material s (Pen, pencil , exercise book, etc .), clothes, cost of house rent (for those who 

rented house in towns and attend thei r education) and the weekly and daily expendi ture or 

children. Thus income eamed from milk is used to cover ed ucational costs. And the introduction 

of Sebeta Agro- lndust ry increased income obta ined from milk for 6.7% of the total sample. Anci 

6.7% cla imed that the introduction of the factory helped to send children to school (refer to tab le 

22). 

4.3 .3.4. I mpact on Co nsumption of iVl il k 

\10st of the rural populations consume mi lk. But adults do not consume milk, like children , on a 

regular basis. Adults consume milk at times of religious fes ti val s/ceremoni es, at the beginning 

and end ing of fasting and infrequently. On the other hand, children under age 2 consume mil k 

and milk prod ucts on a regul ar basis. It is a regu lar food for them. 

Tabl e 27: lVI ilk Consumption 

Frequ ency Percent 

Yes 54 90 

No 6 10 

Total 60 100 
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The majority, about 90 percent consume milk. However, 10% did not consume milk and milk 

products at all. The consumption is not on a regular basis as indicated during focus group 

discussions. The introduction of milk processing industry in the area did not improve the quali ty 

and quantit y of milk consumption. They are only 6.7% that reported that their consumpti on 

increased as a resu lt of the introduction of the factory (refer to tab le 22). 1[ remains constant or 

even reducing fo r the rest of the popUlation. The increase in the economic importance of milk and 

milk products compels them to sell it and purchase other products for consumption. 

4.3.3.5. The role of milk in oYercoming crop failure 

Crop production is dependent on size of cul ti vated land, good weather conditions, access to 

inputs (fertili zers, high yieldin g vari ety seeds, etc) and having oxen. In Ethiopia. uneven 

distribution of rainfall, shortage of rainfall , frequent climatic change, drought, low or untim ely 

supply of agricultural inputs and other related factors precipitate crop failure. A househo ld has to 

possess accumulated wea lth or assets to overcome such failure since there is no insurance sys tem 

developed in the country. The facto rs that cause crop fa ilure also affect mil~ production. But thi s 

quest ion is asked by assuming that it is possible to produce milk like urban milk producers 

importing inputs requ ired from other areas. In add ition, it is to see whether farm ers obtai n 

sufficient income from mi lk or nol. 

It is difficult for the majority to li ve even for one month at times of crop failure unless there is 

some other source of income. Thi s is because their production is merel y subsistence and low. 

Their livelihood is also dominantl y depending on crop product ion. If the income obtained from 

milk is large, it helps to o,'ercomc shocks in crop production. The study conducted on the role of 

intensified dairy production on achieving food security indicated that intensifying mil k 

production helps to achieve food sec urity by improving consumption (E hui 1'.1.1'.1. et al 2003 ). But 

the income obtained from milk and milk product is insufficient for the majority of the household 

heads to overcome crop failure in the study area. It does not satisfy the basic needs of househo ld 

members. Thi s is because the majoriti es obtain less than 1000 birr per year from milk and milk 

products. 
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Table 28: If crop failure occurs in the area, are you able to meet your basic needs? 

Frequency Percent 

Yes 19 31.7 

No 41 
1

68 .3 

Total 60 I 100 
I 

About 31. 7%. as the above tab le indicates, are able to meet their basic n(leds in ti mes of crop 

failure. But the rest. about 68.3%, fa il to meet their basic needs .Those who fa il to meet their 

basic needs domi nant ly depend on crop producti on. The income they obtain from other means 

and crop production itse lf is inadequate to be sa,'ed and used at times ri sks. Their producti on is 

merely subsistence. There is no saving at all or saving is "ery low. The income obtained frolll 

milk and milk products ass ists but is low to cope up with ri sks created by crop failure . On the 

other hand, there are household heads that are able to meet their basic needs at tim es of fa ilure in 

crop production. These are those who built up resilience by way of accumu lating money or other 

assets. They are also those who have relatively large size of land, li vestock and diversifi ed 

incollle sources. SOllle o f these farm ers have linkage with the facto ry and have started producing 

milk in large VOIUI11es . 

Tab le 29: Is the income you are obtaining from mi lk and milk products sufficient to meet 

basic needs in times of crop failure? 

I Frequency Percen t 
r---

Yes 7 36 .8 

No 12 63.2 

Tota l 19 100 

Abo ut 63 .2 % of those \\'ho meet thei r bas ic needs at times of crop failure claimed that the incollle 

they obtain from milk and milk products is not enough to meet basic needs. The major sourccs of 

li velihood for thi s group are fruit s and vegetables prod uction , crop eroducti on, h estock 

producti on and milk production. On the other hand , 36.8% of the respondents who are ab le to 

cope up with crop failure or 11 .7% of the tota l samp le size responded that the income obtained 

from milk and milk products is suffi cient to overcome crop fa ilure. There are household heads 

63 
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that earn about 130 birr per day from sale of raw liquid milk to the factory and to other 

customers. These are household heads that adopted modern dairy cows and intensi fied the sec tor. 

They have also a linkage with Sebeta Agro- Industry and engaged in liqu id milk selli ng. 

4.3.3.6 Impact on Housing and Househo ld Utensils 

The largest proportion of households, except few household heads, are living in houses made or 

co rrugated Iron roof. The households living near the major roads get elec tri city. 

telecommunications and supply of water services. Having two to three houses is common and 

considered a sign of improvement in li ving conditions in the area. They were the most destitute 

groups who were living in poorly constructed houses. Such change had occurred during the . 
1980s and 1990s. And in the past fi ve years, i. e. si nce 200 1/02, access to various se rvices ,, 'as 

recogni 7ed. Increase in prices of agricultural products. increase in produc ti on and the market 

crea ted fo r milk induced the change or facilitated fo r the majority to improve their housing and 

household utensil s. The income obtained from milk does not, however, contribute as such to the 

improvement for the majority household heads. This is because the largest proportions or 

household heads earn less than 1000 birr a year from milk and milk products. The income gained 

from 111ilk and mi lk products covers daily household expend itures. However, this does not mean 

that there are no household heads that earn high income that induced change in hi s/her li fe. Those 

who intensified milk producti on are earni ng income that even enables to cope up with ri sks 

crea ted due to various reasons. 

Tab le 30: Change in housing and household utensils 

Chan ge in housin g Change in household utensil s I 
Freq uency Percent Freq uency Percent 

Yes 55 91.7 54 90 I 

No 5 8.3 6 10 

Total 60 100 60 100 

About 91.7% and 90% of the sample household heads changed their house to house made or 

corrugated iron roof and household utensils respec tivel y. Thi s has occurred since 1980s. The 

changes are due to \'arious factors. These are access to market, ri se in income, diversification of 

production and increase in se lling price of agricultural products. Shortage of local material s 
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(grasses) and ri se in the cost of local materials used in house construction also contributeci . The 

overall situation observed shows the improvement of the living conditions in the area. The 

location of the area, improvement in price of agricultural products, ri s~ in produc tion and 

diversification of income sources are also the factors that induced the change. 

4.3.3.7 The Role of Dairy on Women's Life 

In Ethiopia, sale of large li ve animals such as oxen, horses, donkeys and cows and crop in la rge 

volumes are the responsibilities of men. The management and control of the overall propert y has 

been the domain of males. However, milk is one of the few sectors dominated by females. Unlike 

crops, milk production, process ing and marketi ng are dominantly controll ed by females. Increase 

in milk production and incom e obtained from milk thus improves not onl y household incom e ,lilt! 

consumption but al so the fin ancial capacity of women which directly influences thei r decis ion 

making power. 

During focus group disc uss ion, it was indicated that except for those who adopted modern dair), 

cows, the dai ry business has been dominated by women in the study area. It is an importam 

source of income for women. It covers household expenditures . But the introduction of Sebeta 

Agro-Industry and the adoption of modem dairy cows increased mil k production beyond the 

processing capacity of women. The end result was the beginning of liqu id mi lk selli ng by the 

household . Thi s dimini shed to some ex tent the economic power women have in the dairy sector. 

Men entered into the business, i.e started se lling the liqu id mi lk and controll ing the income 

obtained from milk. However, the dairy sector is still controlled by women in the study area. 

Benefit of the Factory to VI' omen 

" 
The introciucti on of Sebeta Agro· industry provided market opportunity for mi lk produced by "II 

hous8ilO ld heads incl uding femal es. However, except one fema le headed household. six felll:Iic 

headed households said that they did not get benefit with the introducti on or Scbeta .'\gro· 

industry. 
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T able 31: Fr'equency of Fema le Headed honseholds supply (Sale) raw milk to th e fa ctor\' 

Fr equency percent 

Yes I 14 

No 6 86 

Total 7 100 

The majority of female headed households, about 86%, do not supply milk to Sebeta Agro· 

industry like all household heads. That means they do not have li nkage with the factor\,. Th e\ 

process it in a tradi tional \\ 'ay and sale mi lk products to local consumers, coffee and tea bars or 

small traders. 

Table 32: F requency of female headed hou seholds that benefit ed with the introdu cti on of 

Sebeta Ago-industry 

Frequ ency perce nt 

Yes I 14 

No 6 86 

Total 7 100 

During focus group discussion and interview, it was indicated that the fac tory opened market 1'01' 

milk and employment (especiall y for town women) opportunity. It also contrib uted. although 

low, to increase in milk production and income obtained from milk and milk proclucts. In 

additioll , together with increase in price and demand, it in iti ated farmers to adopt crossbreed or 

modern da iry cows. This. with an attempt made by female to impro\'e cows ' producti\it \· 

th ro ugh improving cows feeding, raised milk production among female headed hou seholds. 

Table 33 : AYe rage milk produ cti on a mong fem a le households (in li ter) 

Household head Year : 
-

1997/98 2001 /02 2002/03 2003/04 2004/05 I 2005/06 

female 111-1 460 568 GOO 622 990 I 13-1 5 
I 

Male HH 484 632 607.66 623.84 I 1095.84 1920.7 -j 
, 

All sample HH 472 1 600 603.83 622.92 I 1049.92 1632.85 
I I 

Source: own survey 
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Table 33 shows increase in milk production among female headed household heads. Howe,·e r. 

increase in milk production is relatively low in 2004/05 and 2005/06 compared to the overall 

average and male headed households. This is because, as indicated during focu s group 

discuss ion, male headed household heads adopted crossbreed cows more than fem ales. Increase 

in milk product ion rai sed income of female headed household heads. But the income of fe male 

headed household heads obtained from milk and milk product is low. It ranges from 455 to 1655 

Birr (table 34) . 

Table 34: Average income of femal e head ed hou seholds obtained frOln milk compared to 

th e aHrage income of total household heads (in Birr) 

Household head Year I 

I 
Before 2001102 2002/03 2003/04 2004/0 5 2005/06 I 
1997/98 

Female HH 455 470 73 5 933 1732.5 2690 

Male HH 493 506 741.2 1152.4 2084.9 3524 

All sample HH 474 488 738. 1 1042.7 1908.7 3107 

Source: own survey 

The abOl'e tabl e shows that the average income of female headed househol9s is 455 Birr Before 

199798. This increased to 165 5 BilT in 2005106. But compared to income of all sample 

households and male headed households, the income female headed household heads obtain on 

average from milk is low. Thi s is because product ion of milk among fe male headed houschold 

heads is relati" ely low . The income female headed ho usehold heads, as explained during foc us 

group disc uss ion, fa il ed to meet bas ic needs of their fami ly. They argued that they obtain lOll 

income from milk and mil k products. HOII·ever. the income female headed households ob tain 

from milk and milk products cover cost of cost of educational materi als, health , and day to day 

household expenditures. It helps to cover household expend itu res expec ted from milk . 

In general. the majority of female headed households producing milk do not ha ve linkage. ~ 'l ost 

of fema le headed households also do not get benefi t with the introducti on o f the factory. The . 
linkage that prevai ls with the few is also weak and invol ves suppl y of mi lk by producers and 

receivin g of money. Female headed households use outputs of the factory less, as dep icted during 

foc us group di scuss ion, as inpu ts to produce milk. 
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CHAPTER FIVE 

CONCLUS ION AND RECOMMENDATION 

5.1. Conclusion 

Agricu lture, both crop and li vestock production in integration is the main stay of the swdied 

popul ation . Crop, vegetable, fru its. sale of eucalypts tree and livestock are the sources of 

fi nancial income, wealth. asset and consumption. In addition to livestock and crop, the studied 

popul ations earn income from non-farm income sources such as trade, employment in factori es as 

daily laborers and involvement in small non-farm enterp ri ses. 

Rural population earns income from sa le of li\'e animals or li vestock products such as mi lk and 

mi lk products, meat, hides and skins. Li\'estock is also a source of labor (input) in crop 

production. These make the li vestock sector to ho ld special position in rural live lihood. Mil k is 

one of the livestock sub-sectors produced in the study area. Since it is produced on a daily bas is. 

it is a constant source of income for the studied popu lation. But the dai ry indust ry is not well 

developed there. It is dominantly produced and processed in a traditional way. Mi lk production is 

not intensified. Only few household heads have intensified milk production. But if the sector 

develops very we ll , it can significantly improve the li ve lihood of the rura l population. 

The poor development of the sector is due to \'ari ous reasons. Milk is a ~ea\'y and peri shable 

commodity. It has to be processed or consumed within short period of ti me. The nature of the 

product resul ted in high transac tion and transponation costs. The poor deve lopment of the dain 

industry is also due to low emphasis given to the sector. Shortage of grazi ng land, increas ing 

price of processed an imal feed , shortage of supply of crossbreed or modern dai ry CO\\ 'S are also 

the fac tors adversely affecting the sector. 

Weak linkage between dairy processing industries and milk producers, absence of sustainab ility 

on the milk market (in the past), low sell ing price of mi lk (few years back), shortage of graz ing 

land and hi gh and increasing price of processed an imal feed are among the fac tors that are 

affec ti ng the development of the sector. 
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The introduction of Sebeta Agro-industry in the area brought so many changes. It created 

sustainable market fo r milk produced in the area and other areas surrou ndi~g Addis Abeba. The 

industry's dai ry farm was used as a demonstration site espec ia ll y at ini t ia l stage. Mi lk production 

and productivity increased. Some households' production increased from 472 liters before 

1997/98 to 1632.85 lite r in 2005106. The income a household head obtains from milk was a lso 

increased fro m 474 birr in 1997/98 to 3 108.6 Birr in 2005/06. The introduction of the facto ry 

mo ti \'a ted househo ld heads to adopt modern dailY co\\·s. The sustainable market created by the 

industry for milk producers initiated them to adopt modern da iry cows. This enabled them to 

increase milk production and income obtained fi'om milk. This in turn helped, although fe\\ ·. 

those household heads to overcome crop fa il ure and ri sks created du e to cro p fai lure. About 6 .7% 

of the respo ndents c laimed that increase in milk and the income obtained from milk impro\'ed 

access to heal th and ed ucation. In addition , it improved milk consumpti on. Thus the introduction . 
of the industry in one way or another improved the livelihood of the in vo lved population. 

However, thi s does not mean that all household heads have benefited from the introductio n of 

Sebeta Agro-lnd ustry. The majority of the rural milk prod ucers do not have linkage with the 

induslry as the users o f each others product. It is on ly few household heads residing along the 

major road of Add is Ababa-Jima that has linkage with the industry. They consti tute abo ut 18.3% 

of the sample popul ation. The linkage with these groups of peopl e is also not strong. It is rat her 

\\ 'eak and on ly one si ded. Milk producers supp ly milk and recei\ 'e money for th ei r product. There 

IS I, Ot an: i, lPUt of technology the facto ry transfers to milk producers. The majo ri ty of I'l ilk 

producers. \\'ho have linkage w ith the facto ry, indicated that the factory does not prov ide 

techni cal advice, feed for animal s, c rossbreed or modern dairy cows and other technologies 

targeted to improve milk production. productivity and quality. Furthermore, pri ce of milk is set 

by nOl the mark et but by the factory. Absence of other fac to ri es or coope ratives engaged in milk 

col lection. processing and marketin g prm'ided opportunity fo r the fac tory to con trol the sec tor in 

th e area. 

As one moves away from the major road, there is no li nkage between the industry and Illi lk 

producers. Milk prod ucers produce and process their product, m ilk , in a traditi onal \\ay into 

hutt er and cottage ghee and market it. There is not any benefi t m ilk produce rs in that area obtain 
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from the introduction of the industry. The industry even does not create the market opportunity it 

created fo r household heads residing nearby and along the major road. 

In general , the majori ty of milk producers do not have linkage with the industry. The li nkage is 

also weak and one sided. Milk prod ucers supply mi lk and the industry co llect it. In return milk 

producers get money and the fac tory gets raw material s. But the factory does not provide any 

lec hn ica l advice or other technologies or inputs to mi lk producers. 

5. 2 Recommenda tion 

Mi lk is an important source of income and consumption for agricultura l community of Ihe 

sludied population. However, as explained in the preyious sections, the sec tor is not \\'ell 

de,·e loped . A number of measures req ui red to be taken. 

r Strong link age between milk producers and processlllg industries has a rol e in the 

deve lopment of the dairy sec tor. Linkage does not on ly refer to supply of milk and 

obtaining money. It invo lves fo rvvard, backward and consumption linkage. But the 

li nkage between Sebeta Agro-Ind ustry and mi lk prod ucers do not invo lve transfer of 

technologies. Fanners need technical advice, feed for th ei r animals, crossbreed or modern . 
dairy cows and other important technologies to improve milk production, productivity and 

qual ity. The factory needs to provide technologies, forage, technica l adv ice, and olhers 

requ ired to improve the sec tor for mi lk producers. 

r Supply of modern dairy cows in the area is very low. Modern dai ry cows ha ve 10 be 

provided in both quantity and quality to fann ers. To do so strong coord inat ion ,,·ork 

between ex tension workers, research institutions. Agriculture and Rural Development 

Office, credit and saving institutions, NGOs and the facto ry is req uired. They have to plan 

together to improve coordination and provision of modern dairy cows. This helps to 

reduce constra ints such as 101Y supply of modern dairy co"·s, high capital required . 

tradi tionallhi nk ing and its conseq uence on milk production among others . 

.r The major problems in intensi fying mi lk production among small and poor farmers are 

fi nancial and capital constra in ts. To purchase a modern dairy COIY or heifer, up 10 7()1)() 

birr is reLJuired. Thi s is beyond the purchasing po"·er of poor farm ers. Thu s nol short bU I 

long term loan has to be facilitated by both government and lllicrofinance insti lul ions ror 

poor and small farm ers. 
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:r There are no specific milk collection centers in the two PAs. The fac tory is co llecti ng 

milk fol lowing Addi s Ababa-lima road. But the developments of milk co llection centers 

not onl y following road but also in some villages of the two PAs mot ivate many fal111erS 

to adopt modern dairy cows and intensify the sector. The ex tension wo rkers either have to 

assist farmers to develop milk co llection centers or situation has to be fac ili tated to the 

industry to develop it. The factory has to also take in itiat ives to develop milk co llec ti on 

centers. 

, The linkage between mil k producers and the industry is weak. But the Govel11ment aims 

to develop the economy of the country focusing on agriculture a/lcl strengtheni ng the 

linkage belll·een lhe agriculture and the industrial sector. Thus practica l measures have to 

be ta ken by respons ib le government offi ce to promote and strengthen the linkage. 

, Pro\ iJing continues tl·aining on the importance of intensifying milk product ion, how to 

keep the qua li ty of milk, the impol1ance of using technologies in milk production and 

invo lvi ng the poor is very important. NGOs, government and Research Institutions have 

to provide training in coordination. 

, The majority of poor farmers and those reside far away from the roadsides are process ing 

milk in a traditional way using traditional tools. They clo not have linkage with th e 

factory. Provision of modern hand operated tools and loca ll y manageable technologies 

thus signi ficantly contribute to the development of the dairy sector. Research inst itutions 

and ex tension workers have to provide thi s technology to small falm ers on long term 

loans. In aciciit ion, training on how to use those tools has to be pro\·ided. 
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Annex 

Questionnai.-es 

The main objective of the research is to co llect data on the li nkage between Dairy Process ing and 

Producers and to assess the impact of the linkage on rural li ve lihood_ The research is con ducted for the 

partial fulfi ll ment of Masters of Arts Degree in Deve lopment Studies. The information obtained li·om you 

is used for only the intended purpose and not shared by any body without your consent. 

I. HOll sehold Information 

Name of the respondent _ ____ ____________ ____ _ 

I. Kebele ___ ___ _ _ _ Garee/GotiMenderi _ _ ___ _ 

') Sex: Male femal e = 
3. Family size (number of persons in the household) 

Male _ ___ Female _ ___ Total _ __ _ 

4. Occupation of the household head 

Farming ~I Civil servant 0 other 0 

Trade Hand cra ft ::J 

Un skilled laborer == skilled laborer = 
5. Level of education 

Il li terate grade 9- 10 Other 

Read and write Grade 11- 12 C 

Primary SCi1001 cOl11lJetition (1-8) 

Col lege di ploma (cert ifi cate) =-
6. Le ,·e l o f ed ucation of family members 

'w Name Sex A ge Level or I..:duca! ion , 
t I 
2 i . 
-, ! 
-l 

I 
5 I 
(, I 



7. Total size of land the household owned 

_ _____ Hectare or in loca l unit ______ _ 

II. Livestock Production 

8. Please. provide the type and numbers of livestock owned by the household 

No. Type Total number 

I Oxe n 

3 Cow 

3 Heifer 

4 Bu ll 

5 Ca lves 

6 Horses 

7 Mules 

8 Donkey 

9 Goats 

10 Sheep 

II 

12 

9. What is/are the role(s) of liveslOck in rura l li\elihood? 

IU. uo you have any problem in livestock production? Yes '" 0 

II . II" yes to question number 10, indicate the major problems in 1;\'eslOck product ion 

11 . 1. Before the introduction of Sebeta Agro- Industry 

11.2 Afrer the inlroduction of Sebeta Agro-;ndustry 



12, In your view what must be taken to alleviate problems in lives tock production',' 

III. Milk production 

13, Do you produce milk? Yes = No :=J 

1-1. Tota l Mi lk produced by the household (on average annually in liter) 

Year (E.C) Total milk Lactation A nnual . 
produced by a H H period production 

dai ly (months) I 
I C 

Before the introduction of 1997/98 i , 
! Sebe la Agro- Industry 

1995 I I .\ ner the introductio n of 1996 

I SebeH) Agro industry 
I i 

I 
1997 I 
1998 I 

15 , If milk produc tion increased, what islare the reason(s)? 

I G. If milk produc tion decreased , what islare the reason( s)? 

------- .---------------------------------------------
17 , Do you ha ve c rossbred or modern dairy co'" that pro"ide high milk? 

Yes No 0 

18. If yes to question number 17. indicate the number and type of cows you have befo re the 

introduction ofSebeta Agro-Industry and in the past I\,'e years 

:\0, Types or CO~\·s Befo re the introductioll of 1995 I 1996 1997 1998 

Sebeta Agro industr y E.C E.C E,C E,C 

1 Indigenous cow 

2 Crossbreed cow I 

I 
I 

I 



19. If you adopted more number of crossbreed or modem dairy cows after the introduction of Sebel" 

Agro-lindu stry, what is/are the reason(s)? 

. 

20. If you couldn 't adopt more crossbreed or modern dairy cows, what is/are the reason(s)"' 

21. What are the benefits you obtained by adopting crossbreed or modern dairy cows? 

22. Do you have a problem in m ilk production? Yes " No " 

23. If yes to question number 22 , indicate the major problems? 

24. What have to be taken to a lleviate the major problems in milk production? ___ _ ___ _ _ 

25. Do you se ll liquid mil k? Yes = 
M ilk Ma rketin g 

No = 
26. If yes to question number 25 , indicate your customer(s) 

i Cliellt/ customer 

I Sebeta agro-industry 

2 Loca l consume rs 

3 Small Traders 

4 Coope ratives 

5 Loca l Markel 

6 Others 



27. When did you start selli ng mil k (indicate approximate period oft imep 

28. What is/are the reason(s) for the beginning of milk selling in you r loca lity? 

29. What is are the benefit (s) you obtained by se lling mi lk? 

30. Is there anv problem in milk marketing? Ye s - No 

31. If yes to question number 30, specify the major problems? 

32. \\lhat mC<l Sllres ha ve to be taken to impro\·e mi lk marketing? 

33. If,'ou do not seil li qllld milk. do you process it locally? Yes 

3-1 . Why did you process rather than selling liquid milk') 

No 



V. So ur ces of income 

35. Please. indicate the total income you obtained in the past five years and before the introduction o f 

Sebeta Agro· lndustry? 

Year (E.C) T Ola l incomc(in birr) 

Before the introduction ofSebeta Agro-industry 

(befo re 1997/98) 

1994 

1995 

1996 

1997 I 
1998 I 

36. Did your income increase in the pasl five years? Yes No ~ 

37. If ves to question number 36, what is/are the reason(s) for the mcrense ofyollr income') 

38. If no to question number 36, why not? 

39. What is/are the major source(s) of income for yo ur household ? 

No. Source I 
I Sa le of crops : 
2 Sa le of live anima ls , , 
. Sa le o f milk 

I 
1 4 Sale of Butte r I I 

5 Sa le of fruit s I 
, 

6 Sa le of hides and skins I 

7 Sale o f eggs 

S Trade 

I 9 Empl oyment ill fa ctories or others' farmland 

I 10 

II , 
I 12 I 



40. Is there any opportunity for your family to engage in non-fa1111 activities" 

Yes No. 

41. If yes to question number 40 , speci fy the major ones 

..t2. Plea se. indicate the major non-farm activities viable to the rural communities of th~ area? 

\. Ben efit of the factory 

43. Did you get benelit with the introduction sebeta Agro-industry 

Yes = No ~I 

44. If yes, speci fy the level of bene lit of the factory 

~10 T~'pcs of benefit Ves No 

I Employment opportunity creation 

2 Market for milk and milk products 

3 Feed for animals 

4 Technical advice t·-

:' Increase il1l11ilk product ion 
! 

6 
, 

Increase in incollle 

7 Increase in milk consumption 

8 Increase ill food consumpt ion 

9 I I mprove in health 
I 

10 , Send children to school 
I 

II I Initiating adoption of cross bread co\\'s I 
12 Olhers, speCify 

13 

14 

-1 5 .. -\re \ou sending all of your children to school" Yes No -=-_ 



46. If no to question number 45 , Why not? 

47. Is there any fanner special ized in milk production in the area? Yes No. = 

48. If yes to question nLimber 47, what is/are the reason(s)? 

49. If no to question number 47. why not? 

50. Total income you obtained from mil k and mi lk products 

Year (E.C) Total income (a nnually) 

Before the introduction of Sebela Agro industry 

1994 

1995 

After the introduct ion ofSebeta Agro industry 1996 

1997 

1998 

5 1. Did the income you obtained from milk and milk and milk product increase in the past live years" 

Yes N -0 _ 

52. Did the price of milk per liter increase in the past li ve years? Yes 

5) . Ir yes to question nLimber 52, inclicate the price of milk in the past fi ve vea rs 

Year ! Price per liter) 

i eE.C) I I 

Befo re the introduction of Scbela Agro industry 

1994 

I 
1995 

After the introduction of Sebeta Agro industry 1996 

1997 

1998 

No = 



54. Are you able to afford to get better hea lth servi ces? Yes 0 No D 

55. If yes to question number 54. how much do you afford? 

Minimum ___________ _ 

Maxi mum ___________ _ 

56. Ifn o to quest ion number 54. \\ 'hy not? 

57. Do you consume milk? Yes 0 No D 

58. If yes to question number 57. indicate your consumption of milk and milk products per liter per 

day" 

Before the introduction of Sebeta Agro industry __________ _ 

A fter the introduction of Sebeta AgI'o industry 

Year (E.C) Consumption of milk (liter per day) 

1994 . 
1995 

1996 

1997 

1998 

59. Do you believe that your consumption of milk and mil k products increased in the past fll 'e yea rs" 

YesD No D 

60. If no to qde~tion nu mber 59. indicate the major reason( s) 

61. Do you consu me more of other commodities? Yes D No D 

62. If yes to question number 59. \\'ha t islare the reason(s) for the increa se" 

GJ. Ifcrop fai lure occurs in the area, are you able to meet your basic needs" 

YesD No D 



64. Is the income you are obtaining form milk sufficient to meet basic need s at the times of crop 

fa ilure'? Yes D No D 

65. [fno to quest ion number 64. why not? 

66. Is there any change in your housing facility? 

Yes D No D 

67. Did you make a change in household utensil s? YesD NoD 

68. In "hat type of hou se \ou lived before the introduction of Sebera Agro-Industrv·) 

69. In what type of house you are living now? 

70. If there is/are (a) change(s). what is/are the reason(s)? 



Sebeta Agro processing industry 

I. Year of establishment __________ year 

2 . Total number of employee at the time of establishment and now 

No. Male Female Total 

I At the time of establishment 
i 

: 2 Now 

3. Total milk process ing capacity of the factory litre 

4. Total milk the factory is process ing Iib'e 

). Please, indicate reasons for the deqation between the processing potential actual one 

6. Source of input/mil k! for the factOlY 

No. Source Measurement (litter) 

I Small farmers 

2 Medium farmers 

3 Commercial farms 

4 Cooperatives 

5 Own farm 

6 Other . 

lI'ilat arc the major problems of the facto ryO 

8. What are the benefits the industry brought to the surround ing rural areas') 

9 . Is there any support from gO\'ernment the factory tS obtaining" 

Yes No. = 
10. If )'es. indica te some of the 

bene Ii ts· , _________ _ _________________ ____ __ _ 



Discussion topics (for focus group discussion) 

The role of livestock in rural livelihood 

The major problems of Ii"estock production (in relation to forage , disease. land. and 

market) 

What should be done in the future to improve livestock and milk production 

Milk production. processi ng and marketing in the area (status, problems and prospect s) 

The advantage and disad\"3Iltage of the existence of da iry processing.industry in the are~1 

Major benefits of the rural people obtained by the introduction of Sebeta ""~"'o- industn 

The role of milk producti on 111 improving the live of women 



Questionnaire for M inistry of Agriculture and Rural Development 

I. Total milk production of Ethiopia in the past five years 

Year Total milk produced (in million tones) 

2002 

200:; 

I 200-1 

2005 

2006 

2. Why milk and milk products imported from abroad" 

3. What a re the major problems in milk production" 

-I. Is there any specific policy designed by govel11ment to increase milk production" If there is. 

spec ify the status. 

5. How many milk processin g industri es are found in Ethiopia? 

6. What is the role of Dairy process ing industries in improving milk production in Ethiopia" 

7. What is the ro le of livestock in rural li velihood" 

8. How improvement in milk production is related with improvement in rural livelihood. in general 

and women's li fe in partI cular'? 



Questio nnaire for Woreda Agriculture and Rural Development Ortice 

I. Total milk production of the Woreda in the past five years 

Year Total milk produced (in mil lion tones) 

2002 

2003 

2004 

2005 

2006 

2. What is the role of livestock in general and milk producti on in particular in rural ll\e lihoocl'! 

3. What are the major proble ms in livestock and milk production ? 

4. What is the role of Dairy processing industries in improving milk production , income obtained 

from milk, milk consumption, education, hea lth , etc. in the area? 
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