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The livestock sector is an important subsector of Ethiopia s economy in terms
of itscontributionsto both agricultural value-added and national grossdomestic
product (GDP). Between 1995/96 and 2005/06, the livestock subsector’ s share
averaged 24 percent of agricultural GDP and 11 percent of national GDP (Ethi-
opia, NBE 2006). The contribution of livestock and livestock product exports
to foreign exchange earnings is also significant. The annual average revenue
from livestock and livestock product exports is estimated to have been 13 per-
cent of theannual national export earnings during the period 2000/01 to 2007/08
(Ethiopia, NBE 2008). Given Ethiopia's long, porous border, a large number
of cross-border exports also go unrecorded. According to a recent assessment
(GebreMariam et al. 2010), the total unofficial exports of livestock were worth
twice as much as the official record of $150 million.r If the unofficial export
figures are right, this means that the livestock sector would have accounted for
about 30 percent of the country’ s total exports of $1.5 billion in 2008/09.

At the household level, livestock playsacritical economic and social role
in the lives of pastoralists, agropastoralists, and smallholder farm households
in the central highlands. Livestock fulfills an important function in helping people
cope with shocks and accumulate wealth, and it also serves as a store of value
in the absence of formal financial institutions and other missing markets. In
smallholder mixed farming systems, livestock provides nutritious food, addi-
tional emergency and cash income, farm outputs and inputs, and fuel for cook-
ing food. Livestock is central to support and sustain the livelihoods of pastoral-
ists. Furthermore, available research suggests that with economic growth,
consumption patterns tend to change toward high-value, high-protein foods
such as those derived from livestock (Delgado et al. 1999).2 Thisimplies that,
given the economic growth in Ethiopia and the region, the market demand for
livestock and livestock products will continue to grow.

1. The official export earnings are from Ethiopia, NBE (2010), 64, Table 5.3.
2. Econometric estimates of income elasticities of demand for livestock products are pre-
sented in Chapter 7.

159



160 Asfaw Negassa et al.

Thereis no substantive disagreement about the future growth in livestock
demand and Ethiopia s potential to take advantage of this new trend. The gov-
ernment also appears to be convinced that the livestock subsector can play an
important rolein its ongoing effortstoward poverty alleviation and agriculture-
led growth. Government policy has been supportive of the livestock sector
through a wide range of fiscal, regulatory, and institutional policies relating to
livestock production and marketing. Thekey policiesincludeimproving veteri-
nary services, developing a credible certification system to avert future export
bans, promoting credit access, and improving the availability of feed. Thelive-
stock subsector has also been included as one of the focus areas of the newly
established Ethiopian Agricultural Transformation Agency. Some of these
policy initiatives are gradually being recognized. For instance, the National
Animal Health Diagnostic and | nvestigation Center, which wasinstituted under
a special project as part of the government’s policy focus, has recently been
designated as areference lab for the Horn of Africaby the UN Food and Agri-
culture Organization and the African Union (SPS-LMM 2011).3

However, behind all these policies are some very hard redlities. Both pro-
duction and marketing systems in the country suffer from serious bottlenecks
and constraints. The average productivity of livestock in the country is among
thelowest in theworld; theratio of livestock to humansison aperpetual down-
ward trend, pasturelands are declining fast, and the livestock mortality rate
remains one of the highest in the region. The main objective of this chapter is
to identify the major constraints to the livestock production and marketing
systems in Ethiopia. The chapter begins with an overview of Ethiopia's live-
stock subsectorsand then goesinto the analysisof the production and marketing
systems. Each of these three sections provides brief discussions of the key
issues, which are further explored in a separate section on opportunities and
policy challenges. The chapter concludes with a summary.

An Overview of Ethiopia’s Livestock Subsector
Trends in the National Livestock Population

The statistics on the livestock population are controversial. The official statis-
tics often exclude the estimates from the pastoral areas on the basis that it is
difficult to implement the sampling strategy of Ethiopia’s Central Statistical
Agency (CSA) in those areas. Some unofficial statistics from those areas are
availablebut are often contested. However, all sources seemto agreethat Ethio-
piahasthe largest livestock population in Africa. In 2008/09, Ethiopian seden-

3. We recognize that there is also disagreement about the government’s livestock policies,
especially about the motives of these policies and their impacts on Somali pastoralists (Devereux
2006, 2010). Further analysis and discussion of these issues are presented |ater.
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tary private holdings were estimated at about 49 million head of cattle, 25
million head of sheep, 22 million head of goats, and 38 million head of poultry
(Ethiopia, CSA 2008). Theselivestock estimatesexclude pastoral areasbecause
there are few to no official statistics for these regions.* Some rough expert
estimates indicate that pastoral areas account for about 20 percent of cattle, 40
percent of sheep, and 40 percent of goats in the country (Jabbar, Negassa, and
Gidyelew 2007). Thus, if these rough estimates are included, the national popu-
lation estimates for 2008/09 will change to 59 million cattle, 35 million sheep,
and 31 million goats.

The two main official sources of historical data, the Food and Agriculture
Organization (FAO) and the CSA, areinconsistent aswell (Table6.1). Accord-
ing to FAO statistics, the total number of cattle declined slightly in the 1970s
(0.4 percent per year), followed by asmall increase in the 1980s (1.1 percent
per year). Since 1990, there has been a steady increase in the cattle population,
with an average growth rate of about 3 percent. If the 200008 period is con-
sidered, the annual growth rateis calculated to be even higher, 4.2 percent.

In the cases of the sheep and goat populations, the trend was similar to that
for cattle in the 1970s and 1980s. During 1990-99, the sheep and goat popula-
tions actually declined by an average of 7.3 percent. This trend reversed after
2000, and the number of sheep and goats grew by roughly 13 percent. However,
the total sheep and goat populations have not yet reached their 1970-90 levels.
The poultry population was more or less stable for the first half of the time
period before declining rapidly in the 1990s. This decline stopped in the last
decade, but the number of poultry has not completely recovered.

The next set of statisticsin Table 6.1 covers 2001 to 2008/09 and is com-
piled from CSA Satistical Bulletins (Ethiopia, CSA 2001-09). Although the
magnitudes are dightly different, the two datasets appear to give consistent
estimates (in termsof trends) for all speciesexcept poultry, which are estimated
to have declined according to the CSA statistics. Although both sources show
anincreasein all speciesexcept poultry, neither source provides an explanation
as to what triggered that growth. In particular, even though there have been
policy changes, it is unclear whether growth was a policy outcome or whether
it wasaresult of improved feed availability dueto favorable weather conditions
for several yearsin arow.

Herd Characteristics: Spatial Distribution and Dynamics

Animportant part of characterizing thelivestock subsector in any given country
isan understanding of the herd characteristicsthere. Spatial aspectsare particu-
larly important in Ethiopiabecause of regional variationsin predominant ethnic

4. Official estimates are unavailable not just for livestock but for some of the vital statistics
of the country, including access to safe drinking water, marital status of household head, and edu-
cationa facilities (Devereux 2010).
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TABLE 6.1 Trendsin average number of animals, by livestock species, 1970-2008

Source Years Indicator® Cattle Sheep Goats Poultry
FAO (various 1970-79  Number (millionsof head) 26.2 234 17.3 50.7
years) Growth rate (percent) -038 039 -023 0.85
1980-89  Number (millionsof head)  27.2 234 17.6 54.4
Growth rate (percent) 1.05 0.36 0.40 1.40
199099  Number (millionsof head) 31.4 15.2 115 37.7
Growth rate (percent) 184 714 754 —7.65
2000-08  Number (millionsof head)  40.5 185 15 35.3
Growth rate (percent) 421 1245 1338 0.11
Ethiopia, CSA  2001-08  Number (millionsof head)  42.7 20.7 17.3 36.2
(2008) Growth rate (percent) 388 1044 948 -0.16

3 ndicator: Number isthe annual total averaged over the time period; growth rate is calculated using logarith-

mic regression.

groups and agroecological conditions. In particular, livestock’ srolein therural
economy and livestock herd dynamics (in-take and off-take patterns) are much
different in pastoralist systems than in the settled agriculture systems of the
central highlands. In addition, analysis of herd dynamics also offers valuable
insights about livestock mortality and profitability, as well as future prospects.

We begin by analyzing the spatial characteristics of Ethiopian herds. Two
points are clear from the spatial data. First, at the national level, alarger share
(63 percent) of Ethiopian cattleisinthe 3- to 10-year age group; of this, 36 percent
are females (Table 6.2). The official sources use this categorization to reflect
the fact that the cattle are more productive and valuable in this age group.
However, further disaggregation by agewould have hel ped us better understand
marketing behavior and the purpose of keeping livestock. In particular, unless
there were a distress sale, an optimizing household would perhaps sell a nar-
rower age group. Also, there could be variation across ethnic groups and the
use of livestock. For instance, although householdsin the central highlands use
livestock for plowing and transporting, pastoralists do not have similar usesfor
livestock. The other key point we can draw from Table 6.2 is that the share of
female cattle is much higher in the pastoral regions than in the highlands. The
share of femalesis about 80 percent in Afar, 70 percent in Gambella, and 68
percent in Somali region, reflecting differences in marketing behavior and pur-
poses of keeping cattle.

Further disaggregation of these data can offer important insights. For in-
stance, arecent study reports that Ethiopian households in the highlands own a
higher proportion of oxen because of their plowing and transportation needs
(Negassa and Jabbar 2008). However, we could not compile such disaggre-
gated data. At the aggregatelevel, various CSA reports suggest that the househol ds
keep older cattle for draft and breeding purposes. On the other hand, house-
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holds keep sheep and goats older than two years for breeding purposes only. In
terms of the class composition of cattle, oxen and cows account for about 44 per-
cent and 24 percent of cattle herds, respectively. By contrast, bulls and young
animals like heifers and calves together account for only about 32 percent
(Negassa and Jabbar 2008). The higher proportion of oxen confirms that the main
reason for keeping cattle in the highland areas of Ethiopiais for draft purposes.
This finding is consistent with the results of several other microlevel studies on
therole of livestock in smallholder crop-ivestock systems (Sansoucy et d. 1995).

For sheep and goats, we were unable to compile spatially disaggregated
datain such detail. Some aggregate numbers are available from various CSA
reports, which suggest that the age structure is very different for goats and
sheep. There are three age groups for animals between birth and age two
years (birth to six months, six months to one year, and between one and two
years) and onefor animalsolder than two years. According to recent statistics,
52 percent of sheep and 49 percent of goats are more than two yearsold. The
next-largest share is under six months old, which accounts for 25 percent of
goats and 27 percent of sheep. A review of the CSA reportsfor various years
indicated that the age structure of Ethiopian livestock has rarely changed
over theyears. Furthermore, the breeds of sheep and goats kept by households
are reported to be almost entirely indigenous. These statistics do not speak
well for the government’ s policies about the modernization and commercial-
ization of livestock. Given the availability of modern breeds and the govern-
ment’s concerted emphasis on the subsector, one would expect a significant
increase in adoption of improved breeds, which apparently has not happened
in Ethiopia.

Herd Dynamics

Detailed information on the in-takes and off-takes of major livestock species,
known as herd dynamicsin thelivestock literature, is presented in Negassaand
Jabbar (2008). These authors present detailed statistics on major sources of
inflows and outflows of cattle, sheep, and goats for both pastoralists and the
smallholders in the highlands. The magjority of smallholders and pastoralists
obtain cattle through births from their current herd, although highlanders also
procure animals from the pastoralists. In other words, thereisvery little market
participation, especially among the large pastoralists and large farmers. This
finding is consistent with those of other studies. For example, Barrett et al.
(2004) report that markets are not commonly used for restocking by larger pas-
toral households; poor households rely more heavily on purchases for restock-
ing. More specifically, between 74 percent and 86 percent of the inflows of the
sheep and goat populations for both production systems come from animal
births. For smallholdersin the highlands, purchases account for only 23 and 16
percent of the inflows of sheep and goats, respectively. The comparable esti-
mate for the pastoralistsis only about 8 percent.
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There are five channels of off-takes—sales, deaths, home slaughters, gifts,
and thefts—of which deaths account for the largest shares of livestock outflows
in Ethiopia (Figure 6.1). Deaths represent the single largest source of livestock
outflow in Ethiopia, accounting for 41 percent in the case of sheep and 47 percent
each for cattle and goats. Sales are the second-largest source of outflows, account-
ing for 18 percent of off-takesfor goats, 38 percent for sheep, and 45 percent for
cattle. Inthe“ other” category, which includes home slaughters, gifts, and thefts,
goats and sheep represent ahigher share because of ahigh share of home slaugh-
ters during Ethiopian festivals such as Fasika and the Ethiopian New Y ear. The
reasons for and the underlying implications of such high rates of animal deaths
are considered in a later section, but briefly these statistics are reflections of the
weak provision of public veterinary services, the limited existence of private
veterinary services, and increasing difficulties with feeds and grazing.

Livestock Production

Three sets of discussions are presented in this section, on (1) production orga-
nization, (2) productivity in aregional context, and (3) the underlying causes
of Ethiopia’s low productivity relative to other countries in the region, with a
special focus on Kenya.

Production Organizations
Livestock production in Ethiopiais organized in two broad ways: in the seden-
tary mixed crop-ivestock production system (highlands) and in the nomadic

FIGURE 6.1 Outflow of cattle, sheep, and goats, 2009
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pastoral production system (lowlands). However, we should note that there
are variations, and in some locations a mixture of both systems is practiced.
Although it does not yet appear in the national statistics, there is another less
important production organization in the periurban and urban areas of major
cities. Of thetotal cattle population, the highlands account for about 80 percent,
or about 40 million head. Available statisticsindicate that a highland household
owns, on average, two to four cattle and four to five goats or sheep (Negassa
and Jabbar 2008). Given that the rural population in the highlandsis around 55
million, or about 10 million households, these statistics suggest that not all
househol dsin the highlands own livestock. Among the households that do own
livestock, cattle are primarily used to provide draft power (about 45 percent)
and dairy products (about 25 percent). Commercial sales and meat production
are secondary reasons for herd keeping in the highlands.

Households largely rely on communal grazing and crop residues to feed
their cattle, and thisis becoming increasingly challenging for the highland herd
keepers due to expanding crop areas and hence decreasing pasturelands. This
is reflected in the recent trends in agricultural specialization in the highlands.
For instance, according to CSA data, the numbers of households exclusively
cultivating crops or exclusively keeping livestock are declining rapidly. In
2001-02, about 18 percent of farmerswere growing cropsonly, but that number
dropped to only 9 percent in 2008. Similarly, the percentage of householdsonly
keeping livestock dropped from 8 percent in 2001 to 5 percent in 2008. By
contrast, the percentage of farmers with both crop and livestock holdings
increased from 74 percent to 86 percent during the same period. Thus, farmers
appear to be adapting to changes by adopting a diversification strategy that
allows them to mitigate both risks of crop failure and losses of livestock.

The pastoral (lowland) livestock system is estimated to account for about
20 percent of Ethiopian cattle. With an estimated population of 10 million,
pastoralists include largely nomadic communities and sedentary agropastoral -
ists. Inthelowlands, nearly all households own herdswith an average of 10-15
cattle and 7-10 sheep or goats. Given that the majority of aherd isfemale, the
main purposes of keeping a herd are considered to be the production of dairy
products for household consumption and breeding. Ethiopian pastoralists are
often at odds with their agropastoralist neighbors, public officials, and govern-
ment policies. At the root of this conflict is a tension between protecting a
uniqueway of life (at least for the peoplein power in pastoral areas) and accept-
ing modernization. Pastoralists have limited access to the key provisions of
public services. Infact, thelack of public services and infrastructure can create
havoc in cases of large-scal e shocks, such asthe droughtsin 1999-2000, which
are considered to have been one of the most severe shocksin Ethiopia shistory
interms of thetotal affected people (CRED 2011). However, itisalso not clear
whether modernization is compatible with this unique way of life of pastoral-
ists, of which livestock isthe central part.
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This is an old debate but has drawn renewed attention in the context of
recent drought-rel ated food security problemsin the Horn of Africa. A number
of studies cast doubt on the viability of pastoralism as a primary livelihood
system (Sandford and Habtu 2000; Sandford 2004). The basis of their argu-
ments is the declining trend in the ratio of livestock to humans, which has
reached such acritically low level that thereisnot enough livestock to meet the
income and dietary needs of the pastoralists. Sandford (2004, 25) goes asfar as
to conclude that “ pastoralism and agro-pastoralism, the core activities, at pres-
ent nolonger provide even minimal livelihoods.” Devereux and Scoones (2006)
differ with Sandford (2004) on the groundsthat the ratio of livestock to humans
may not be important for Ethiopian pastoralists (Somalis) because trade and
remittances provideeffectiveinformal social protection for many familiesagainst
drought and other shocks. Clearly this debate boils down to whether there
should be policy interventions to expedite the process of modernization. Even
if one takes the view of Devereux and Scoones (2006), a transformation of
pastoralist society appears to be inevitable in the long run, but the difference
perhaps would be that the process of transformation would be natural instead
of policy imposed. If remittances from the diaspora are already significant, it is
likely that thetrend will continue, and once these peopl e of the diaspora assimi-
late with the new culture—beit abroad or in an urban center within the country
—itisunlikely that they will go back to pastoralism. If thisprocess of migration
continues, it will naturally change the pastoralists’ livelihood as we know it
today.

L eaving the previous debate aside for now, wefocus on another key aspect
of livestock production organization that is equally important for both high-
landers and pastoralists. This has to do with ownership patterns and herd sizes
at the household level, which in turn influence commercialization and modern-
ization. Furthermore, herd sizeis critically important for households' ability to
cope with shocks. Available studies suggest that herd recovery after a shock
depends on the size of the herd before experiencing the shock (Santos and Bar-
rett 2005). In other words, if the herd size is below some critical minimum, a
climatic shock can push the househol d into destitution. Studying the pastoralist
production system, Getachew and McPeak (2004) concluded that households
with larger herds recover from shocks significantly faster than households with
smaller herds; hence herd accumulation can be an effective way of reducing
risks and vulnerability (Getachew and McPeak 2004).

From apolicy standpoint, afundamental challengeisto determinewhether
there are policy justifications that can alter the incentive structure to reach an
equilibrium that represents a Pareto improvement. Table 6.3 presents some sum-
mary statistics on the livestock ownership and size of holdings of smallholders
in the highlands and of pastoralists. The numbers suggest that there have been
some changes in terms of livestock ownership and the sizes of livestock hold-
ings between the rounds of surveys, one conducted in 1999-2000 and the other
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in 200405, in the central highlands. The following changes are clear: (1) the
percentage of households owning no cattle increased from 17 percent in 1999—
2000 to 20 percent in 200405, but the households owning no sheep or goats
declined by 7 and 12 percent, respectively, and (2) shares of householdsowning
more than four animals declined from 44 to 40 percent in the case of cattle and
from 20 to 18 percent in the case of sheep but showed a dlight increase in the
case of goats.

A more interesting comparison is between smallholders and pastoralists
in the Borana area to the south near the Kenyan border. Similar to the case of
smallholders, a significant proportion of pastoralists (in Borana) do not own
sheep or goats. Infact, compared to householdsin the central highlands, alarger
proportion of households in Borana do not own any cattle or sheep, athough
the numbers are different in the case of goats. According to these surveys, 22
percent of pastoralistsdo not own any cattleat all, 80 percent do not own sheep,
and 58 percent do not own goats. However, the pastoralists appear to have
larger herd sizes than smallholder sedentary farmersin the highlands. On aver-
age, Borana pastoralists own about 13 head of cattle and 5 head of goats, com-
pared to 4 head of cattle and 2 head of goatsfor smallholder farmers. Peoplein
both systems own, on average, 2 head of sheep.

Going one step beyond primary production organization is the dairy sec-
tor, which lags far behind dairy organization in Kenya. The factors behind this
weak performance will be discussed later; only some basic facts are presented
in this section. The production and marketing of milk are primarily carried out
by smallholder farmersin the highlands. There hasbeen growthin milk produc-
tionin recent years. CSA dataindicatethat total raw milk production grew from
0.90 million tons in 2000 to 1.3 million tons in 2008, with an average growth
rate of 4.4 percent. Given a human population of about 80 million in Ethiopia
in 2008/09, this level of production is indeed very low. Note that these are
officially published data that did not include milk production in the pastoralist
and agropastoralist areas, where milk is consumed by the households and is
rarely marketed. However, there are some statistics on camel’s milk, which
amounted to about 0.168 million tons in 2008 and accounted for 13 percent of
total milk production.

The production organization for milk processing is also dominated by
smallholder farmers or smallholders' cooperatives. Depending on accessibility
and distance from major towns, smallholder dairy producers typicaly supply
raw milk to the market for immediate consumption or for further processing
by dairy cooperatives or private dairy processing firms. However, there are
many bottlenecksin the supply chain, which is evident from the fact that avery
small share of production goesto industrial processing. A recent study reports
that even in major urban markets like Addis Ababa, the dairy market is still
dominated by traditional dairy processing (Francesconi 2009). According to
this study, 75 percent of the marketed dairy products come from traditional
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processing, 17 percent from local industrial production, and the remaining 8
percent of local demand ismet through imports. In Ethiopiatraditional process-
ing refers to cottage processing, whereby individual farmers or cooperatives
produce traditional dairy products including fluid milk, fermented or sour milk
(ergo), and traditional cheese (ayib). Besides, most of the cottage dairy products
are consumed on-farm or in nearby towns. Fresh fluid milk is marketed within
close proximity of its production areas. These patterns demonstrate that, except
for cottage butter, the marketing of dairy products over significant distances is
limited due to perishability.

Livestock Productivity

All available statistics suggest that the productivity of livestock is among the
lowest inthe world. Average productivity numbersfrom the FAO are presented
in Table 6.4, which shows that Ethiopia lags behind almost all regional coun-
tries, regional averages, and world averages of productivity. The most strik-
ingly low productivity is in milk production, where Ethiopia’s production of
210 kilograms per year per cow isless than atenth of the world’'s productivity
of 2.3 tons and about a third of Kenya s 551 kilograms.

In addition to exhibiting the world’s lowest livestock productivity, more
disaggregated data for recent years indicate that Ethiopia has experienced no
significant productivity gains in recent years, even though its total meat pro-
duction has gone up by 4.6 percent, with mutton and goat meat registering
growth rates of 12 and 13 percent, respectively (Table 6.5). The total quantity

TABLE 6.4 Livestock productivity in African countries versus the world, 1999-2008

Meat
(carcass weight, per head per year)

Milk

Beef Mutton Goat meat Chicken  (kilograms per

Country (kilograms)  (kilograms) (kilograms) (grams)  head per year)
Ethiopia 108 10 8 800 210
Kenya 146 12 11 1,204 551
Malawi 205 14 12 800 451
Rwanda 104 12 11 900 494
Sudan 119 16 13 1,000 400
Tanzania 108 12 12 909 174
Uganda 150 14 12 1,300 350
Eastern Africa 127 11 11 966 321
Least developed countries 117 13 10 950 318
World 205 16 12 1,450 2,257

source: FAO (various years).
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TABLE 6.5 Livestock production and productivity, 2000, 2004, and 2008

Total production

(thousands of metric tons) Productivity?
Growth Growth
rate? rate?

Category 2000 2004 2008  (percent) 2000 2004 2008  (percent)
Meat 393 488 572 457 n.a
Beef 294 336 380 2.90 108 108 109 0.02
Mutton 36 60 82 12.30 10 10 10 -0.02
Goat meat 26 44 65 13.31 9 8 9 0.06
Chicken 38 47 46 0.11 1 1 1 0.00
Milk 900 1,050 1,350 4.35 207 210 211 0.61

source: FAO (various years).

NOTE: n.a = not available.

aProductivity measures. meat—carcass weight (kilograms per head); milk—kilograms per head per year.
bGrowth rate calculated over 2000-08.

of meat produced in 2008 was estimated at 572,000 tons, of which beef ac-
counted for 66 percent (380,000 tons). In terms of production, the production
of both goat meat and mutton more than doubled. Goat meat production in-
creased from 26,000 tonsin 2000 to 65,000 tonsin 2008, and mutton production
grew from 36,000 tons to 82,000 tons during the same period. These produc-
tion numbers are quite different from the productivity numbers presented in the
same table. Note that there was hardly any change in the productivity numbers
obtained from the FAO. All productivity growth numbers except those for milk
are at the level of two decimal points, ranging from —0.02 percent to 0.61 per-
cent. Therefore, it is quite obvious that the growth in meat production has
resulted from the increase in the number of slaughtered animals, not from an
increase in productivity. Comparing the estimates in Table 6.5 with those in
Table 6.1, it can be concluded that the growth in herd populations in 2000-08
was actually depleted through increased meat production in the same period.

Reasons for Ethiopia’s Low Livestock Productivity

A host of factors influence livestock productivity. The most important factors
include the availability and adoption of high-yielding breeds, access to veteri-
nary services, cultural and social practices of livestock rearing, grazing, and
feed supply constraints. These factorswill be further discussed later in the chap-
ter, but we would like to highlight two important points here. First, many of the
factors underlying low productivity can be termed some form of market failure
and hence justify policy supports. Apparently such policy supportsin Ethiopia
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have not fared as well as such supportsin its neighbors. For instance, dairying
in Kenya started at the beginning of the 20th century when European settlers
introduced exotic high-milk-producing cattle breeds and other forms of exotic
agriculture from Europe. There was a deliberate effort to promote the adoption
of these exotic breeds under the Swynnerton Plan of 1954, which encouraged
Kenyans to engage in commercia agriculture (Connelly 1998). At the time of
Kenya's independence from British rule in 1963, its dairy herd had grown
remarkably, to 400,000 head of exotic cattle (Muriuki 2009). Furthermore, the
government subsequently introduced highly subsidized input servicesfor animal
healthcare, production, artificial insemination and bull schemes, dipping to con-
trol ticks and other ectoparasites, and training of livestock specialists. In Ethio-
piathere was a clear lack of such initiatives until very recently.

These redlities are actually clear in recent Government of Ethiopia publi-
cations. A Ministry of Finance and Economic Development (MoFED) report
highlights that there is a significant productivity difference among local dairy
breeds. The milk yield for local dairy breedsisabout 1.5 liters per day per cow,
which is about one-eighth of the milk yield (9 liters per day per cow) for
improved dairy breeds (Ethiopia, MOFED 2006). The report also shows that
the difference in the length of lactation between the local and improved dairy
breeds is significantly large. Similarly, there is a substantial productivity dif-
ference between local and improved poultry breeds. The local poultry breeds
lay only 50 eggs per year, which isone-third the number laid by modern breeds,
which lay up to 150 eggs per year. Because a majority of Ethiopian livestock
consists of indigenous breeds, it is no surprise that the country’ s livestock pro-
ductivity is so low compared to that of other countriesin the region, as well as
the least developed countries.

There are two major reasons why, despite the high productivity and
availability of improved breeds, adoption rates are low: lack or limited avail-
ability of veterinary servicesand increasing problemswith feeds and grazing.
Summary statisticsfrom the available CSA reports suggest that only about 26
percent of Ethiopian cattle were vaccinated during 2005-09. The percentage
of sheep and goats vaccinated was much lower (12 percent). According to the
same reports, fewer than half of sick cattle were even treated by a certified
veterinarian. The numbers were far worse for goats and sheep: of the total
diseased, only about one-fifth of the goats and one-fourth of the sheep were
ever treated. Given this state of veterinary services, it is very unlikely that
cash-strapped smallholderswill ever make substantive investmentsto acquire
expensive and high-maintenance improved breeds; the private sector has not
filled the gap and is unlikely to evolve in the near future.

Poor availability of feed and grazing, which is often communal or com-
munally administered and exhibits a strong seasonality due to weather condi-
tions, constrains the adoption of improved breeds. A recent study suggests that
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grazing and green fodder are the predominant sources of livestock feed, exceed-
ing 80 percent, in the pastoralist regions of Afar and Somali lands (Gebre-
Mariam et al. 2010). The sameistruein the agriculturally backward regions of
Gambellaand Benishangul-Gumuz. Communal grazing asasource of livestock
feed has begun to decline in recent years, especially in the highlands, where
crop cultivation is becoming increasingly intensive. Another major source of
feed is crop residues, which account for about 27 percent of the total national
livestock feed consumption (GebreMariam et al. 2010). Industrial by-products
and grain-based feed are small shares of the national total.

Recent survey data show that the increasing scarcity of pastureland and
grazing has resulted in a sharp increase in livestock feed pricesin recent years.
Table 6.6 is constructed based on two rounds of surveys conducted by the Sani-
tary and Phytosanitary Standard and Livestock Meat Marketing Program imple-
mented with technical support from Texas A& M University. The estimates sug-
gest that the price of the second-largest source of livestock feed (bale hay)
quadrupled in nominal terms between 2004 and 2008. The prices of grain-based
feed and industrial by-products, used for commercial livestock, have aso
increased three- to four-fold. True, these numbers overstate the price growth,
especially because of high inflation during 2007-09. However, the magnitudes
remain high even after deflating them by the appropriate consumer price indexes.
In real terms, prices have increased by 82 percent for bale hay, 113 percent for
wheat chaff, and 25-37 percent for the other sources. Thus, without implying
any attribution, one can argue that the unavailability of feed can be an important
reason for both the low body weight and the high mortality of livestock.

TABLE 6.6 Increasesin livestock feed prices, by feed type, 2004-08

Nominal prices (ETB per ton) Real price (2006 price)?
2008 price 2008 price
asa asa
percentage percentage
of 2004 of 2004
Feed type 2004 2008 price 2004 2008 price
Cottonseed 800 2,200 275 1,065 1,334 125
Noug cake 800 2,300 288 1,065 1,395 131
Wheat (grade-2) 600 1,800 300 799 1,092 137
Wheat chaff (grade-2) 300 1,400 467 399 849 213
Bale hay (teff or grass) 300 1,200 400 399 728 182

source: Nominal numbers are from SPS-LMM (2004, 2008).
NotE: ETB = Ethiopian birr.

@Deflated by the December consumer price index of the respective year, with December 2006 = 100.
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Livestock Marketing
Domestic Marketing

Many smallholder farmers and pastoralistsin Ethiopiado not participate in the
livestock market, and for thosewho do, the size of transactions (sale or purchase
of cattle, sheep, or goats) has been found to be very small (Table 6.7). The num-
bers further suggest that most household livestock production is ultimately
consumed within the household. For example, the CSA data for 2004/05 indi-
cate that about half of the households neither sold nor bought cattle, while 43
percent and 50 percent of the smallholder farmers neither sold nor bought sheep
or goats, respectively. Borana pastoralists were even less likely to participate
in markets, with nearly 47 percent not engaging in cattle sales or purchases and
72 percent choosing not to engage in sheep sales or purchases. However,
numerous studies have shown that the domestic market for livestock, even at
such asmall scale, is substantial and isin fact growing, due in part to greater
consumption of livestock products in urban markets such as Addis Ababa.
Barrett et al. (2004) indicate that when pastoral households in Ethiopia
participate in livestock markets, they do so in relatively small volumes and at
varying rates over time. In pastoral areas livestock is sold to meet family cash
needs to purchase food and clothes and to meet educational and medical ex-
penses (Hurissaand Jemberu 2002; Gebremedhin, Hoekstra, and Jemaneh 2007).
Barrett et al. (2004) discussed severa reasons for the limited nature of market
off-take from the pastoral areas. First, with banking services largely lacking
there are few investment opportunitiesin the pastoral areas, making live animal
herd-building the primary means of storing wealth. Second, because most of

TABLE 6.7 Distribution of livestock producers, by market participation regime and
species, 2003 or 200405 (percent)

Live animal species

Market participation regime Cattle Sheep Goats
Smallholder farmers(2004-05)
Sales only 22 26 27
Purchases only 16 23 18
Sales and purchases 12 8 5
No sales and no purchases 50 43 50
Borana pastoralists (2003-05)
Sales only 47 18 25
Purchases only 2 6 7
Sales and purchases 4 4 2
No sales and no purchases 47 72 66

SOURCES: Negassa and Jabbar (2008). Smallholder figures based on CSA (2006). Pastoralist calcula-
tions based on GL-CLRSP (2006).
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the resources required for livestock production are free, pastoralists have lim-
ited demand for cash income. In the event that pastoralists need cash income,
the need is usually met by selling a few animals, and even then, animals that
arelessproductiveintermsof milk and breeding. Pastoralists’ market participa
tionisalso limited by other factors, such as high transaction costs. Given their
distance from markets, there are a number of intermediaries that require pay-
ment for their services, which erodes the profits from selling animals (Devereux
2006). For instance, Umar and Baulch (2007) detail how transaction charges
are not limited to transport alone but also include local taxes and the costs of
holding, fodder, and water while a buyer isfound. For small-scale traders with
little working capital, accessing markets is particularly difficult unless they are
willing to operate on a credit-based system with local traders or cooperatives
(Umar and Baulch 2007; GebreMariam et al. 2010; Hashi and Mohamed 2010).
Therefore, pastoralists are more inclined to build larger herds and flocks for
cultural prestige, to accumulate wealth or pay dowries (social functions), and
as drought-coping mechanisms than to build a large herd for increased com-
mercial off-take.

These findings are reinforced with data from three regions in the highland
areas of Ethiopia (Tigray, Amhara, and Oromiya) indicating not only that the
net commercia off-take rate of cattle was low but also that the bulk of this
net commercial off-take was of low-quality cattle, such as culled draft oxen
(Negassa and Jabbar 2008). Oxen accounted for 62 and 75 percent of the gross
and net commercial off-take for cattle, respectively, while the off-take ratesfor
calves and heifers were found to be negligible. Cattle sales, then, can be con-
sidered as an input to crop production in the mixed crop-ivestock production
systems of Ethiopiarather than as an output of alivestock production system.
More than 70 percent of the net commercial off-take for sheep and goats was
in the form of males for smallholder sedentary farmers. For Borana pastoral
production systems, the net commercial off-takewastotally intheform of male
sheep and goats.

Both sedentary farmersand pastoralists appear to be unwilling to part with
either young or productive animals, implying that the market is supplied with
asurplus of aged male animalsrather than younger animalsthat can be fattened
and either processed or sold to export markets. In asurvey of over 2,500 animal
transactions in nine small ruminant markets in eastern Ethiopia, Ayele et al.
(2006) found that about half of the sheep and goats were marketed at or under
the age of 15 months. The same study also indicated that about 57 percent and
55 percent, respectively, of the sheep and goats marketed had bodies in good
condition, while the remainder had bodiesin poor condition at the time of sale.

In an analysis of the livestock value chain, GebreMariam et al. (2010)
described how theirregular interaction of both pastoralists and highland small-
holderswith markets underminesthe effectiveness of both tradersand livestock
cooperatives who supply export markets and large-scale domestic feedlots.
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When suppliesof animalsareerratic and strongly dependent on seasonal events,
traders are unable to rely on a stable volume of animals and are forced to trade
in small volumes, lowering their market power. Additionally, because of their
small scale, the lack of working capital limits the degree to which these small
businesses can expand (GebreMariam et al. 2010).

The expansion of medium- and small-scal e trading businessesis also con-
strained by an inadequate supply of feed, water, and land. Although the feedlot
industry hasgrowninrecent yearsandisincreasingly playing aroleinlivestock
fattening for markets, it remains a dichotomous system, with large-scale feed-
lots purchasing livestock in high volumes for domestic urban markets and
export markets while smaller backyard operations supply local markets and
butchers. For smallholder farmers, limited grazing land in the mixed farming
system meansthat livestock production could be improved only through inten-
sification and better integration of crop and livestock production practices.
Thus, for larger feedlots securing land with access to water and credit to cope
with increasing feed costs remains a priority.

Formal Export Markets

Therapid growth in demand for meat productsin the world represents a poten-
tial opportunity for livestock-rich countries like Ethiopia. From 1970/71 to
2007/08, the share of livestock and livestock products in the total value of
exports was about 13 percent, fluctuating between 12 percent and 16 percent
for different periods (Table 6.8). However, it isimportant to note that hidesand
skins accounted for most of these export earnings (77 percent), signifying that
Ethiopia has thus far failed to take advantage of increasing demand and its
comparative advantage as a livestock producer. The annual export volume of
live animals and meat and meat products averaged 6.6 million tons and 19.6
million tons, respectively, with coefficients of variation of 145 percent and 384
percent, respectively. These high coefficients of variation indicate that there is
highinteryear variability inthe volume of meat exports, whichislikely attribut-
able to a series of stringent health and quality control regulations restricting
exports (SOS Sahel Ethiopia 2008).

Ethiopia suffered the sad consequences of these strict quality and safety
regulations when the Arab States of the Persian Gulf imposed a ban on al live-
stock imports from the Horn of Africain 1998 and 2000. These bans resulted
in a halving of total livestock exports in 1998 and in a near-collapse of the
pastoral network of traders and businesses operating to move animal s between
the Horn of Africaand Saudi Arabia (Umar and Baulch 2007; Devereux 2010).
Based on computable general equilibrium modeling results, Nin Pratt et a.
(2004) estimatethat therewasatotal loss of $136 million, which wasequivalent
to 36 percent of the Somali region’s GDP and areduction in producers income
of 50 percent relative to atypical trading year in the past. Thisloss of income,
aswell asthe collapse of livestock pricesrelativeto cereals, not only adversely
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affected households' consumption but also forced many of themto depletetheir
herds rather than slip into poverty and destitution.

Things have improved since then, and the total livestock exports have
gradually increased, as hasthe livestock population. However, thereareindica
tionsthat Ethiopiahasnot yet been ableto takefull advantage of theseimproved
conditions. Let us consider some recent export numbers obtained from the
Ethiopian Custom Authority. Table 6.9 summarizesthese numbersby livestock
species, total export value, and country of destination from July 2007 to June
2008. Themain live animal species considered include cattle, sheep, goats, and
camels. During this one-year period, the total value of animals exported was
$40.6 million, morethan 80 percent of which camefrom cattle and camels, with
cattle accounting for about half of the total export value. Looking at each des-
tination country’ s sharein total export value, Y emen turns out to have been the
largest trade partner, accounting for 26 percent of the total live animal export
value, followed by Djibouti (19.5 percent) and the Kingdom of Saudi Arabia
(16.7 percent). However, one study suggeststhat exportsto Djibouti and Y emen
as well as Somalia and Sudan are typically rerouted to other Persian Gulf
nations in order to circumvent import restrictions from the Horn (Hashi and
Mohamed 2010). It also argues that Y emen and Djibouti import live animals
at low prices from Ethiopia, fatten them, and then export them to the Persian
Gulf states, enabling these countriesto generate value addition. Thisis perhaps
why export prices are often lower than Addis Ababa prices. For example,
domestic cattle price data suggest that in August of 2010 grade-1 cattle were
selling for ETB 14,450, roughly equivalent to $870, which was more than three
times higher than the export price of cattle in 2008/09 cal culated by the Ethio-
pian Custom Authority.>

Informal Export Marketing

Recent studies have also estimated that over 300,000 head of cattle and over 1
million head of sheep and goats were exported through informal trade in 2001
(Belachew and Eshetu 2002), primarily destined for Middle Eastern markets
viaDjibouti and Somalia. Little (2005) estimatesthat, of the animal trade com-
ing out of the ports of Somalia, as much as 50-60 percent is sourced through
informal trade from Ethiopia. Additionally, the strong demand for livestock in
Nairobi, where prices can be as much as 25 percent higher than in neighbor-
ing countries, also attracts approximately 40,000 cattle annually sourced from
Ethiopia through informal trade (Little 2005).

Theinformal trade of livestock and livestock products has a strong history
founded on clan-based linkages and a strong regional trade relationship with
the Middle East. With trade in the region largely unregulated and contractual

5. These data are published by ajoint project of the US Agency for International Develop-
ment and the Government of Ethiopia (available at http://www.Imiset.net).
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arrangements missing, traditional clan-based trade offers both a sense of secu-
rity to buyers and sellers of livestock and a means of settling differences. For
traders and those who trek livestock to markets and across borders, clan-based
rel ationships provide ameans of safe passage to central marketsthrough distant
lands and help guarantee access to pasture and water (Umar and Baulch 2007).
With little operating capital, limited insurance, and the high frequency of raids
or conflict, many pastoralists are reluctant to leave these arrangements and enter
into the formal sector. Additionally, the complexity and costs of obtaining per-
mits to perform livestock transactions, as well as government regulation and
seizure of Somali currency within Ethiopia, have caused many tradersto avoid
placeswheretradeisheavily regulated (Devereux 2006) and to rely on informal
trade to move livestock.

Meat Exports

It can be argued that Ethiopia would benefit more from exporting meat than
from exporting live animals, because there are several problems in exporting
liveanimals. First, thereisalimited marketing infrastructure, including feeding
and watering facilities en route to the live animal export markets, which results
in high transaction costs and reduces the quality of live animalsupon arrival in
destination markets. Second, live animal exports have also been observed to
enhance the chances of disease transmission, and as aresult, the export of live
animals has frequently faced bans by importing countries whenever there have
been animal disease outbreaks within Ethiopiaor bordering countries. Further-
more, the live animal export trade from Ethiopia is observed to be very sea-
sonal, usually concentrated around the time of religious celebrationsin Middle
Eastern countries, while the meat export trade could be a year-long activity,
providing year-round employment.

Theexport of meat also offersopportunitiesfor value-addition in the country
of origin, which increases the levels of employment and income and maximizes
the number of people participating in and benefiting from value-adding activities.
Meat exports also have the potential to generate increased tax revenue for the
government from various services, processing, marketing, and other associated
activities catering to the preparation of meat for export. Meat by-products such
ashidesand skins could also be key sourcesof revenuethrough further processing
and manufacturing within the country or through direct exports of raw or semi-
processed hides and skins. Other by-products, such as offa, left in the country
could provide less expensive sources of protein for domestic consumersor could
be export items by themselves.

Opportunities and Policy Options

There hasbeen agrowing consensusthat, with increasing economic growth and
urbanization, the demand for livestock will continue to grow and that animal
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products will rapidly become major sources of protein (Delgado et al. 1999;
Hall, Ehui, and Delgado 2004; Seré et al. 2008). According to available pro-
jections, Africa is currently at a net deficit, with very low productivity, and
the situation is likely to get worse in the coming decade (World Bank 2008).
Of course these projections are based on several assumptions, including an
assumption about the level of policy emphasis. This suggests that the evolving
trend presents an opportunity in global markets for the livestock-rich and
smallholder-dominated African countriesin terms of both growth and poverty
aleviation. Additionally, as pointed out earlier, there is arising (and unmet)
domestic demand for dairy products. Close to 70 percent of per capita daily
calorie intake in a typical African country comes from cereals; livestock ac-
countsfor only around 5 percent. Animal products continueto provide lessthan
5 percent of the protein consumed in Ethiopia, mainly due to low income and
religious considerations.® A recent survey shows that more than 90 percent of
the surveyed households expressed a willingness to consume more livestock
products if they could afford them (Negassa 2009), implying that the potential
to expand domestic livestock consumption is high.

There are three other sources of growing domestic demand for livestock
products. First, malnutrition is one of the most serious public health problems
in Ethiopia. Estimatesfrom the recent Demographic Health Survey indicatethat
47 percent of children in the country are stunted, 38 percent are underweight,
and 11 percent are wasted.” The government intends to take action by support-
ing local production and the use of complementary blended food similar to corn
soy blend, which requires milk powder as an ingredient. How much additional
demand this can generate is a subject for further research. However, given that
thelivestock market isplagued with various sources of market failure, introduc-
ing government-supported feeding programs as part of the social safety net
would not only be a justified intervention but would also provide a much-
needed initial boost to the dairy sector in the country. Second, urbanization has
accelerated in the country in recent years, and supermarkets, albeit at asmaller
scale, are sprouting up in cities and urban centers. If thistrend continues, as it
has in many other developing countries, a food service sector will grow with
greater domestic demand. Again, the exact nature and magnitude of potential
additional demand is unknown, but the trends are obvious, and identifying
policy optionsto expedite thistrend should be on the policymakers' radar. Given
the historical neglect of the subsector in Ethiopiacompared to Kenyaand other
developing countries, there are clear opportunities to bring about change by
ramping up policy interventions. In this section we highlight some of those
interventions, but we begin by assessing the costs of doing nothing.

6. Thefasting practice of the Orthodox Christian Church, which isfollowed by the majority
of the Christians in the country, prohibits consuming livestock products.
7. These statistics are cited by alocal newspaper (The Reporter, December 26, 2009).
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Some Arithmetic of Livestock Mortality

There are theoretically justifiable reasons for policy interventions in the Ethio-
pian livestock subsector. Weak institutions, inadequate provision of public
goods, information asymmetry among market actors, and the unaffordability of
veterinary servicesdueto high transaction costs—all qualify as sources of mar-
ket failure and can serve as an undisputed rationale for public policies. How-
ever, another more appealing dimension of policy justification is the cost of
not doing anything. We have made a modest attempt to get at thisissue, and a
summary of the resultsis presented in Table 6.10, which is constructed using
off-take data from the CSA, export data from the Ethiopian Custom Authority,
and price data from the Ethiopian Livestock Market Information System. The
first three panels (six rows) of the table show the off-takes of cattle, sheep,
and goats by major channel. The bottom two panels (eight rows) present the
valuation of off-takes at export and market prices, respectively. As indicated
earlier, deaths account for the largest share of off-takesfor al three species, with
cattle and goats accounting for 47 percent and sheep accounting for 41 percent.

TABLE 6.10 Livestock off-takes and valuation, by species, 2007-08
Off-take channel

Other
Species, value Category Sadles Deaths  off-takes  Total
Cattle Head count (millions) 4.0 4.2 0.7 8.9
Share in total off-takes 45 47 8 100
(percent)
Sheep Head count (millions) 5.24 5.66 2.90 13.8
Share in total off-takes 38 41 21 100
(percent)
Goats Head count (millions) 3.29 4.42 1.69 94
Share in total off-takes 35 47 18 100
(percent)
Value at export price  Cattle 957 1,005 168 2,130
(millionsof US$)  Sheep 199 210 109 517
Goats 134 178 69 381
Total for all three species 1,290 1,393 345 3,028
Total valueat Addis  Cattle 3,503 3,678 613 7,794
Ababa price Sheep 339 358 185 882
(millionsof US$)  Goats 256 341 132 729
Total for all three species 4,098 4,378 930 9,406

source: Authors’ calculations based on Central Statistical Agency data.

NoTEs: Export price per head iscal culated from Custom Authority databy dividing export value by total number
of animals exported. The Addis Ababa price is taken from http://www.Imiset.net, August 2011, for grade 1 of
each species.
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Using available data, we calculated the value of the deaths of these animals,
and the numbersare striking. At export prices, thetotal costsof animal deathsfor
2007-08 are estimated at about $1.4 hillion, with cattle alone accounting for
$1.0 billion. When these animals were valued at the August 2011 market price
for grade-1 cattle, the value of dead animalsfor that year almost quadrupled, to
$4.4 billion.

Just how large are these estimates? To put the magnitudes in perspective,
let us consider afew examples. The Productive Safety Net Programme (PSNP)
of Ethiopia, which is the largest program of its kind on the continent except in
South Africa, costs about $300 million and serves almost 8 million poor benefi-
ciaries. This means that, had Ethiopia prevented the deaths of the three species
considered, the associated savings would be great enough to fund about 5 pro-
grams equivalent to the size of the PSNP if the dead animals are valued at the
export priceand about 16 programsif they arevalued at the Addis Ababagrade-1
price. Similarly, the country receives about 500,000 tons of food aid a year,
which, if valued at the 2009 US Gulf price, is worth about $100 million, which
isminiscule compared to the savingsthat the country could generate by prevent-
ing animal deaths. True, these valuations are approximate, and we do not have
as a counterfactual the costs of saving those animals. However, this much is
obvious from the official statistics: very little is done to decrease mortality. Dur-
ing 2005-09, only 26 percent of the Ethiopian cattle and 12 percent of the goats
and sheep were vaccinated; fewer than half of the sick cattle, one-fifth of the sick
goats, and one-fourth of the sick sheep received veterinary services. According
to the government’s livestock master plan (2008), total spending (salary plus
drugs, equipment, and overheads) per animal is about ETB 1, compared to the
recommended spending of ETB 31 per animal. Thus, one can argue that invest-
ments in preventing mortality would likely yield high dividends.

Other Key Palicy Issues

The Ethiopian livestock subsector isfar below its production potential. Thus, a
lot needs to be done to make the system efficient and equitable along the value
chain. Improvements in production, marketing, and processing can add large
value gains not only in terms of income but also with respect to improving food
security and reducing poverty and vulnerability. Many of the issues came up
in the preceding sections, but some of them warrant attention with respect
to prioritizing policy. In particular, we would like to highlight the needs for
(1) introducing a cohesive and coordinated policy and institutional environ-
ment, (2) improving the livestock information systems, (3) addressing the feed-
ing and grazing issues, and (4) improving dairy and other processing.
Ethiopia has lagged far behind Kenya with respect to policy attention to
the livestock subsector. Over the past three decades, the majority of livestock
development projects in Ethiopia have been donor driven. Although many of
these projects added some localized value, amost all of them lacked sustain-
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ability and local ownership. On the part of the government, a lack of coordi-
nated effort toward livestock sector development becomes clear when one
looks at the livestock mandates within the ministries. Thereis no single agency
or ingtitution within the Government of Ethiopia to exclusively oversee live-
stock development (GebreMariam et a. 2010). Things are very different in
Kenya, where livestock development policies predate the country’s indepen-
dence. Not only does Kenya have adedicated ministry, called the Ministry of
Livestock Development, but aso there are a host of other agencies and depart-
ments supporting the livestock sector.? Among others, they include the Kenya
Dairy Board, Kenya National Artificial Insemination Services, the Kenya Vet-
erinary Vaccines Production I nstitute, Kenya Cooperative Creameries, and the
Kenya Veterinary Board. True, one can argue about the efficiency of these
public and semipublic agencies, but there is no denying that this wide range of
agencies and departments reflects a clear commitment to livestock development
that has historically been missing in Ethiopia.

Limited information has also long been a serious constraint on the Ethio-
pian livestock subsector. To address this deficiency, there have been some ini-
tiativesin the past; the most recent has been agovernment project with technical
support from Texas A&M University and financial support from the US Agency
for International Development. The underlying idea is to technologically link
various actorsin the value chain with regional and national institutions. Thisis
agood step forward, but more should and can be done. To mitigate information
asymmetry across market actors, the government should set up secured market
locations where trade takes place on a daily basis (or on preset dates). These
locations could then be linked with other central locations by displaying infor-
mation from the central marketsthrough pricetickers. The Ethiopian Commod-
ity Exchange has already set up such pricetickersfor coffeein various markets
in coffee-growing regions. Therefore, future efforts will involve extending the
current infrastructure to livestock market locations.

Feeding livestock is increasingly becoming a challenge for Ethiopia due
to rapid population growth, expansion of croplands, and the high frequency of
climatic shocks. Therefore, the country will have to find ways to develop alter-
native feeding arrangements. Such alternatives will likely play important roles
not only in improving the supply of feed but also in generating demand. Com-
mercia feedlots, in particular, have the potential to increase the livestock
supply through improving animal nutrition and hence increasing the value of
animals. Commercia feedlots can also help improve consistent supply with
predictable quality. It is aso envisaged that commercial feedlots can generate
other beneficial effects; they can (1) serve as aggregators for smallholder farm-
ersin their vicinities, (2) help local businesses such as private animal health
service providers and forage seed distributors, (3) serve as consistent sources

8. For abrief but useful discussion, see van der Valk (2008).
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of demand for animal fattening, and (4) demonstrate high-productivity feed crop
cultivation and provision of stable demand for feed crops and crop residues
grown by smallholders.®

For the livestock subsector to be efficient and competitive, both dairy and
meat processing have to improve. Increasing the production and export of live
animals or meat is directly correlated with improvement of dairy productivity.
However, athough there has been some emphasis on dairy cooperatives, the
government has done little to improve the dairy sector in comparison to the
dairy sectors of Ethiopia’ s neighbors. As shown in Table 6.4, milk production
per cow per year in Ethiopiais 210 kilograms, which is lower than the East
African average of 321 kilograms per cow per year and the least developed
countries average of 318 kilograms per cow per year. Another example from
Kenyacan providefurther insight. Smallholdersin Kenyaown about 62 percent
of the dairy animals, almost al of which are some form of improved breeds
(21 percent exotic crosses, 41 percent Zebu and other crosses).X® By compari-
son, most of the Ethiopian dairy animals, except those of periurban coopera-
tives, are local breeds. Can similar rates be achieved for Ethiopian smallhold-
ers? Answering this question is beyond the scope of this chapter, but we have
not come across any project or public documents showing that there have been
deliberate policy actionsto achievethisobjective. Giventhat livestock devel op-
ment has become an important focus of the Ethiopian Agricultural Transforma-
tion Agency, onecan only hopethat awell-plannedinitiative will beundertaken
in the near future.

Conclusions

The livestock subsector plays a significant role in the Ethiopian economy at
both the national and the household level. Its contributions to both agricultural
value-added and national GDP are substantial. At the household level, live-
stock playsacritical economic and socid rolein thelives of pastoralists, agro-
pastoralists, and smallholder farm households. Livestock fulfills an important
function in coping with shocks, accumulating wealth, and serving as a store of
value in the absence of savings (financial) institutions and factor and output
markets. In the case of smallholder mixed farming systems, livestock provides
nutritious food, additional emergency and cash income, means of transporta-
tion, farm outputsand inputs, and fuelsfor cooking food. In the case of pastoral-
ists, livestock represents the primary means to support and sustain their liveli-
hoods. Improving livestock production and marketing is therefore critica to
enhancing livelihoods and to alleviating poverty in Ethiopia.

9. These issues are further elaborated in GebreMariam et a. (2010).
10. These numbers are from page 12 of the van der VValk report (2008).
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Thetotal number of livestock in Ethiopiaisthelargestin Africa. However,
the number of livestock at the level of the individual smallholder farmers and
pastoralistsremainsvery low. Besidesthe small herd size, thelivestock subsec-
tor is characterized by multispeciesand multipurpose activities, very low levels
of productivity (the current level of livestock productivity in Ethiopiais one
of the lowest in the world), less commercialy oriented production systems,
low commercial market off-takes, inadequate production and marketing infra-
structure, and inadeguate services, ingtitutions, and support systems.

Though still in their infancy, some developments have been observed in
recent years with respect to the emergence of new commercially oriented live-
stock production systems. Private-sector entries and capital investment into
meat, dairy, and poultry farmshaveincreased substantially over the past several
years. However, the emerging commercially oriented livestock sector is con-
strained by lack of feed, improved breeds, and adequate support services (vet-
erinary, extension, credit, information, and so on). Overall, the transformation
of the livestock sector has been limited, suggesting the high potential for ex-
panding the role of livestock in smallholder livelihoods and income.

To seize this opportunity the Government of Ethiopia must take action.
First, a coordinated agriculture policy is needed that specifically deals with
livestock, including asingle agency or institution that manages|livestock devel-
opment. Moreover, ingtitutional capacity isneeded to push thelivestock agenda
forward. Second, the private sector’s capacity to reliably deliver the required
quantities of live animals and meat of aquality agreed upon by importers must
be strengthened. In this regard, some of the major challenges are related to
animal mortality, disease outbreaks, food safety, and sanitary standards. These
challengesclearly signal the need for policy and investment to introduce veteri-
nary services and the need for the government to work closely with export
partners to develop a set of standards for food safety quality and implement
them at the national level. Additionally, the provision of adequate high-quality
feed through commercial feedlots must be explored in order to ensureimproved
animal health and to capture the value-added, which thus far has been donein
neighboring countries such as Djibouti and Y emen. Ethiopia lags far behind
developing countries in both meat and dairy processing. Investments in these
sectors are critical for the country to be competitive in the global market.
Finally, information asymmetries must be overcome to link the various actors
in the value chain. Through the provision of technological infrastructure, mar-
ket locations should be developed to increase fairer commodity exchange and
improve information flows.

In general, the exploitation of Ethiopia shuge national livestock resources
for national growth and poverty reduction requires the reorientation of thelive-
stock production and marketing systems, investment in research and devel op-
ment to improve livestock productivity and increase marketable surpluses (in
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terms of quality and quantity), effective value chain coordination and devel op-
ment, reliable input and service provision, and improvement in policies.
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