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Preface 
During the months of April and May 2010, the Bellmon Estimation Studies for Title II (BEST) 
team undertook an analysis aimed at generating recommendations for a Bellmon Determination 
to be made by USAID.  The purpose of the analysis was to determine that any direct distribution 
and monetization of U.S. agricultural commodities provided for use in Ethiopia during FY11 
through Title II meet the criteria set forth in the Bellmon Amendment. 
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Chapter 1.  Executive Summary 

DISCLAIMER 
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Fintrac’s Bellmon Analysis for Ethiopia was originally drafted and submitted to USAID on 
May 28, 2010.  The draft report was based on field visits conducted throughout the 
country for three weeks in April 2010 and further analysis, interviews and data collection 
through the month of May 2010.  Since report submission, two major macro-economic 
changes have affected Ethiopia:  the contraction of the global wheat supply and 
subsequent price increases beginning in August 2010, and the 20 percent devaluation of 
the Birr to the US dollar in September 2010.  These factors have not been updated or 
incorporated into this report and, therefore, the report’s conclusions and 
recommendations related to market/macro-economic analysis and monetization may 
warrant modification to address the impact of these events.  An updated analysis will be 
completed shortly and released by USAID/FFP.   

This report presents findings to support a Bellmon determination in advance of a FY11 USAID 
Title II funded Multi-Year Assistance Program (MYAP) in Ethiopia.  This study is based on a 
desk study and field work conducted during April and May 2010.  Since monetization is likely to 
fund at least a portion of these activities, the Bellmon Estimation Studies for Title II (BEST) team 
conducted a market analysis of key commodities.  

1.1. Food Aid Overview 

There are 7.6 million Ethiopians currently covered by the Productive Safety Net Program 
(PSNP), which will be entering the second phase1 from 2010-2014.  In addition, there are an 
estimated 5.23 million Ethiopians who will require emergency assistance throughout  2010.  Six 
USAID Awardees (CARE, CRS, FHI, REST, SC US and SC UK) will target 2.326 million 
beneficiaries in 2010 under the USAID/FFP funded part of the PSNP (one-fourth of PSNP 
woredas), with the GOE and other donors supporting the rest of the PSNP beneficiaries (three-
fourths of PSNP woredas).   

USAID Title II food aid to Ethiopia, emergency and developmental, averaged 584,000 MT per 
year during 2005-2009.  WFP, which has received an average of 69 percent of its resources 
from the USG over the last five years, averaged 484,000 MT per year of food aid to Ethiopia 
during the same five-year period.2  USAID's food aid resources in FY10 will support the 1) 
PSNP3 and the Pastoralist Area Pilot (PAP),4 2) the Joint Emergency Operations Plan (JEOP), 
                                                
1
 The World Bank refers to the same PSNP time frame, 2010-14, as the “third phase” due to different funding cycles.

2
 Often, food aid tonnage figures for USG resources do not exactly agree between USAID and WFP.  This can be attributed to the 
differences between USG fiscal year and WFP calendar year reporting cycles, and cases where food aid is allocated in one year but 
distributed or accounted for in the following year.
3
The GOE, WFP, and other donors also provide support to the PSNP.

4
 The PSNP and the PAP in FY10 could be augmented by additional contingency funding.
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which represents the 5.23 million emergency caseload, and 3) direct support to WFP’s relief 
operations. 

1.2. Adequacy of Ports, Storage, and Inland Transport 

Ports.  Djibouti will remain the port of choice for a majority of food aid shipments to Ethiopia 
during FY11, in spite of seasonal congestion.  Bulk grain discharge and loading facilities in 
Djibouti Port are modern and efficient, but need to be expanded to adequately service Ethiopian 
import demand for grain and fertilizer in the future.  

Djibouti Port handles over 90 percent of Ethiopia's rapidly growing import requirements.  At 
times port capacity is taxed.  Factors contributing to port congestion at Djibouti include: berth 
capacity, a shortage of trucks, and customs procedures delays.   

Port Sudan and Berbera Port are good alternatives for food aid destined to Ethiopia's northwest 
and eastern regions, respectively.  WFP utilized Port Sudan and Berbera Port for food aid 
imports during 2009; both operations were successful.  Port Sudan is arguably the most efficient 
of all three ports.  Berbera Port is the smallest of the three and in need of upgraded 
infrastructure and machinery, but functions with ingenuity to maintain efficiency.     

Transport.  Truck shortages are a commonly cited reason for freight delays.  An ageing and 
limited Ethiopia national haulage fleet, at time directed by decree, contributes significantly to 
port congestion in Djibouti.  Increasing commercial demands, food and fertilizer imports, and 
GOE prioritization of fertilizer imports all contribute to truck shortages.  For details, please see 
Chapter 5.  Port congestion is exacerbated by clearance and customs processing procedure 
delays and the increased repair and maintenance down time an aging fleet requires.  

An efficient, high-capacity truck fleet services Port Sudan, but cargo must be transferred to 
smaller trucks before entering Ethiopia due to its highway weight restrictions.  This delays 
transport time and increases transport costs. 

Somaliland's truck fleet is adequate and assures timely delivery from Berbera to eastern 
Ethiopia.   

Storage.  Storage capacity in all three ports is adequate for food aid imports; however, during 
2009/2010 inland storage for food aid was competitive with fertilizer imports coming through 
Djibouti Port.  This could have been avoided, but fertilizer importers did not submit their 
paperwork in time, resulting in backups.  Also, the country imported a large amount of food to 
meet production shortages in recent years, which added pressure to Ethiopia’s transport and 
storage. 

However, a CRS logistics team member and a Maritime Affairs Authority indicated that the 
storage issues of 2009/2010 were atypical, and future operations should only place minimal 
concern on storage.  The GOE is taking measures to address storage issues. 
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All three ports have in-port storage facilities, and high-capacity private sector-owned 
warehouses proximate to their port operations.  Inland storage in Sudan and Somaliland can 
handle current or increased volumes of food aid, but this storage is usually not necessary as 
most food aid is shipped directly to Ethiopia.  After decades of receiving food aid imports, 
Ethiopia has a large and well-developed national warehouse infrastructure.  Though the GOE 
was challenged in current and past years to adequately handle food aid imports, they are taking 
steps to improve efficiency, as detailed in Chapter 5.   

1.3. Monetization Analysis  

Overall, food aid commodities were considered for monetization based on the following six 
criteria:   

1. Eligibility for export from the US; 

2. Eligibility for import to Ethiopia; 

3. Significance of domestic demand; 

4. Domestic supply shortfalls are filled through commercial imports and food aid; 

5. Presence of adequate competition for the commodities: and 

6. Expectations that fair market prices can be obtained. 

The monetization analysis considered wheat, sorghum, vegetable oil and rice after first 
screening out other commodities imported in substantial volumes using the above criteria. Each 
of these commodities passed the tests required based on the methodology used across 
FFP/BEST analyses for monetization analysis.  This report analyzes the market for each of 
these four commodities to determine their suitability for monetization.  Only two commodities 
were monetized by USAID and USDA Awardees in Ethiopia in recent years: vegetable oil and, 
more recently, wheat. 

Ethiopia consumes large quantities of wheat sourced from own production, food aid and 
recently large government imports.  Commercial imports of wheat have been limited by the 
general difficulty in accessing foreign exchange by the private sector. Recent experience 
monetizing wheat by USDA Awardees is limited to two shipments destined for ACDI/VOCA 
2009, in the amount of 20,000MT.  Prices achieved from these monetizations were well below 
import parity prices, ex Djibouti, where they were sold.  Currently, the World Council of Credit 
Unions is expecting a shipment of 23,000MT of wheat for monetization, also ex Djibouti. The 
Bellmon finds a very narrow window for near term monetization based on an IPP 
benchmark.  To raise an estimated US$10 million for potential Awardees, at current market 
prices, approximately 27,000 MT would need to be monetized. This represents just over three 
percent of marketed production estimates.  
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If monetization of Title II wheat does move forward in FY11, the study team suggests (1) 
using the Ethiopian Commodity Exchange (ECX) and (2) starting with lot sizes of 50 MT.
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The team suggests this amount be gradually increased up to a ceiling of 1,000MT as the 
market shows capacity to absorb and compete for this product.  The team proposed 
starting small in order to promote competition for hard wheat and the development of ECX, 
which has previously reported sales not exceeding 5MT.  The timing of such auctions would 
also be important.  Auctions should take place over the course of the four-month period with 
highest prices, April-August.  Actual lot size and auction frequency would in practice be modified 
in the light of experience.  

While prices of sorghum are now favorable for monetization, it is the opinion of this team that 
the lack of large buyers and lack of commercial import demand would make monetization sales 
prohibitively difficult for Awardees to raise the funds needed for programming.  Therefore, this 
team does not recommend sorghum for monetization in Ethiopia in FY11.  

The Bellmon team does not recommend monetization of Title II vegetable oil at this time, 
based on current market conditions, as demonstrated in the IPP comparison. The IPP exceeds 
Addis wholesale prices by more than 500 ETB/quintal. This is a difference of US$37.31 per 
quintal or approximately US$373 per MT (using the May 2010 exchange rate of 
13.4ETB/1USD).  Monetization of oil seems an unlikely candidate in the near term so long as 
international prices exceed local prices by such large margins. 

Rice is quickly becoming an important crop in Ethiopia.  Despite the growing production of rice 
across the country, commercial rice imports continue to be substantial.  And while the IPP 
benchmark window is open for monetization of rice, due to the relatively low volumes 
traded, thin local markets and lack of information on the rice sector, monetization is not 
recommended at this time. 

Should the need arise to monetize commodities other than the maximum recommended 
volume of Title II commodities herein for FY11, this Bellmon recommends further 
investigation into the feasibility of regional monetization (RM) of maize grain, NFDM, 
vegetable oil, rice, wheat grain, or wheat flour at any one or more of three nearby ports 
(in Djibouti, Egypt or Kenya) to gauge the level of interest among potential buyers for 
these products.  IPP analysis would need to take place for each product across each RM 
option in order to exclude countries where the product in question cannot be sold at or near IPP 
levels (e.g., wheat in Djibouti).  Regional monetization is a legally-compliant alternative for 
awardees operating in a country whose domestic commodity markets are not fully competitive.  
RM provides Awardees with the option of selling into a market where there is sufficient 
competition among buyers in order to increase the likelihood that bids will be at or near import 
parity.  RM can generate greater revenue for food security activities and thereby increase the 
efficiencies of the FFP program.  It also provides Awardees with a fallback position if a 
commodity that was initially recommended for monetization becomes unviable at a later date 
due to changing market or policy conditions. 
                                                
5
 If the ECX is used as the sales platform for this monetization, auctions could take place around the country.  ECX has warehouses 
throughout Ethiopia.  



Prepared by Fintrac Inc. 

 
1.3.1. Estimated Cost of Re-establishing Monetization Management Unit 

The Monetization Management Unit (MMU) was set up by a consortium of Awardees in 2001 to 
undertake the monetization of Title II vegetable oil, on behalf of the consortium and under the 
jurisdiction of one Awardee (CARE).  Overall, 13,162 MT of vegetable oil was monetized 
through the MMU over the past five years (2005-2009), averaging 2,632 MT per year, with 
proceeds for the MYAP Awardees. The MMU was closed out in June 2009.   

If the MMU were to be re-established, it is estimated that it would cost approximately 
US$330,000/year to re-start and to monetize oil.  If the MMU were to monetize wheat, 
estimated costs would likely be comparable. 

1.4. Distribution Analysis 

This report presents general guidelines to help ensure proposed distributed food aid programs 
in Ethiopia will not result in substantial production disincentive or disruption of local markets.  
This study provides these guidelines within a specific framework for analyzing the potential 
impact of distributed food aid.  The nature of this study, which has been conducted prior to the 
design and submission of MYAP proposals, necessitates the generation of guidelines which are 
fairly broad.  Importantly, potential MYAP Awardees are expected to conduct their own 
independent needs assessments, market analysis and formative research to fully understand 
local conditions and the range of appropriate responses.   

To assess the potential impact of distributed food aid on local markets and production, this 
study combined an assessment of household food deficits with an analysis of the ability of 
Ethiopian markets to supply these deficits.  The study team was also requested to assess 
several large-scale distribution programs (PSNP, TSF, FFE) from the perspective of markets 
and production incentives.  Finally, given current market dynamics, the analysis concludes with 
general guidelines regarding geographic targeting, seasonal targeting, household targeting, and 
commodity selection.  

Household-Level Food Deficits. Using the Household Economy Approach (HEA), overall 
findings for MYAP partners engaged in PSNP activities show that typically, the majority of very 
poor and poor households in livelihood zones are unable to meet all of their absolute annual 
consumption requirements without some form of food aid/safety net assistance.  Future MYAP 
interventions should continue to target the same set of livelihood zones and woredas where 
current MYAP Awardees are operating based on assessed need.  Similar HEA Analysis is 
recommended for Afar and Somali Regions, bearing in mind the on-the-ground challenges in 
both regions.  

Private Market's Capacity to Meet Localized Food Deficits. While there have been a number 
of positive developments in the agricultural sector, the private market's capacity to meet 
localized food deficits is uneven and limited by poor access to credit.  That said, even if 
domestic supplies increase, the flow of goods to deficit areas would remain hampered by weak 
price signals due to lack of consumer purchasing power especially among the rural poor.   
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While the longer-term solutions to enhancing market performance will rely on overall investment 
in agriculture, infrastructure, and development of income-generating opportunities, in the near-
term, continued cash and in-kind support through the PSNP will be necessary.   

Recent evaluations of the PSNP have concluded that the PSNP is an effective safety net, with 
more exclusion error than inclusion error.  One impact evaluation of the PSNP and several 
studies analyzing the impact of food aid on producer disincentives have concluded that 
participation in FFW schemes have, on the whole, not had a disincentive effect and, in fact, 
have resulted in increased use of productive agricultural inputs.   

More recent evidence using ten years of data on food prices and food aid shipments to Ethiopia 
suggests food aid transfers should be tightly aligned to local production shortfalls to avoid price-
dampening effects on wheat and maize markets throughout the Ethiopia. 

Impact of Cash Transfers and Local Procurements on Local Markets.  Local markets are 
also likely to be impacted by two sources of increased demand for local food supplies.  The 
increase in cash (and thus greater effective demand) in PSNP cash woredas may have an 
inflationary effect on local prices.  If donors purchase food in local markets for distribution, this 
may also have an inflationary impact, particularly if such local purchases are not carefully 
calibrated in terms of both volume and timing.   

A cash transfer to PNSP households in deficit areas can provide incentives for traders to move 
grain from surplus to deficit regions.  However, if the value of the cash transfer is either set too 
low or eroded by inflation over time, as is currently the case with the PSNP cash transfer, such 
transfers will not increase effective demand as much as the PSNP intends.  Beneficiaries 
continue to prefer food because the value of cash continues to be eroded by inflation.
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inflation is much lower, and/or the amount of cash transfer is adjusted upwards more frequently 
to account for loss of purchasing power, this beneficiary preference for food should be expected 
to continue. 

Local and Regional Purchase (LRP) programs allow for local and/or regional purchase of 
foodstuffs for distribution through the PSNP or other targeted programs.  This has historically 
been done by the GOE or WFP, with the theory behind LRP being that locally purchased (or 
regionally purchased), donor-financed food aid in countries affected by disasters or other food 
crises will be more appropriate to local tastes, cheaper and arrive more quickly than 
international food aid.  From the perspective of local markets, the major risk associated with 
LRP is inflationary pressure on the prices of foodstuffs purchased by poor consumers.   

As of the date of this report, neither of the two OFDA-funded WFP LRPs had been evaluated.  
Should an evaluation be conducted in the future, potential awardees should review the 
evaluation and incorporate any lessons learned into their planned programming.  The Bellmon 
team submitted questions regarding WFP's LRP experience to WFP/Addis in mid-May 2010, 
and had not received a response as of the date of this report.  

                                                
6
 As a result of inflation, beneficiaries under the PSNP who receive cash as part or all of their ration have seen the actual value of 
the asset transfer decline.  Importantly, the amount of cash given can only be adjusted once per year.
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Analysis of Three Specific Food Aid Distribution Programs.  The WFP Targeted 
Supplementary Feeding Program (TSF) targets children under 5 years of age and pregnant and 
lactating women (PLW).  A recent evaluation of the TSF program's impact on children's 
nutritional status found that the TSF does improve the nutritional status of malnourished 
children, but very high inclusion error and sharing of food within families both undermine the 
overall impact of the intervention.
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7  Better targeting, among other actions, was recommended.8 

WFP also manages a school feeding program, FFE-CHILD.  The program has increased 
enrollment and retention rates, and improved gender equity, but scheduled food deliveries to 
participating schools could be improved.   

The degree of overlap of the PSNP, the TSF and FFE-CHILD food assistance programs needs 
to be studied further in woredas targeted under all three programs, at an individual woreda level.  
This would help answer the question whether there are problems related to an excess of food 
assistance, and how well targeting and coordination of these three programs is or is not 
occurring within the individual woredas.   

Possible Feed the Future interventions that are nutrition-focused should target PSNP woredas 
within the regions with the highest stunting rates, including Amhara, SNNP and Somali Regions.  
Given that many households within PSNP woredas receive assistance through the PSNP, and 
some also receive assistance through other large food aid programs (e.g., WFP's TSF and/or 
WFP's FFE), potential Awardees may consider designing a nutrition intervention with a minimal 
food aid component. 

General Targeting Guidance. Geographic, seasonal and household targeting are all 
considerations to improve the effectiveness and the impact of the PSNP program.  
Improvements continue among all stakeholders (communities, local GOE leaders, NGOs, 
regional and federal GOE staff) to target the neediest areas, to ensure the PSNP cash/food mix 
is appropriate and arrives on time to beneficiaries and to reach those individual households that 
need the assistance the most. 

Commodities used for the PSNP (generally wheat, yellow split peas and vegetable oil) are 
generally appropriate for the Ethiopian context, and other commodities (sorghum, lentils) would 
be readily accepted as substitutes.  Importantly, consumption of oil is much lower in rural areas 
than in urban areas.  Given that the PSNP targets rural households, one potential market 
concern is that the current oil ration of 0.45 kg per month appears to be valued by beneficiaries 
as much, if not more, as an asset transfer than as food for consumption.   

 

                                                
7
 Outcome Evaluation study of the TSF program in Ethiopia, WFP/Ethiopia; Skau, Belachew, Girma, Woodruff, University of 
Copenhagen and Jimma University
8
 USAID/FFP shares this critique of the WFP TSF program, and does not fund/support the TSF program, “except when it can reach 
vulnerable populations as a mechanism for relief assistance.”
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Chapter 2.  Methodology 

2.1. Introduction 

The “Bellmon Amendment” requires assurance that 1) adequate storage facilities are available 
in the recipient country at the time of exportation to prevent spoilage/waste, 2) the distribution of 
the commodities in the recipient country will not result in a substantial disincentive or 
interference with domestic production or marketing in that country, and 3) the importation of 
U.S. agricultural commodities and the use of local currencies for development purposes will not 
have a disruptive impact on the farmers of the local economy of the recipient country.  

The objective of the BEST pre-MYAP report is to provide critical guidance to the relevant USAID 
Mission Director or designated representative who determines whether the proposed Title II 
food aid program would be compliant with the Bellmon Amendment.  More broadly, the report 
will assist relevant USAID policy decision makers, program managers, and PVO staff in 
assessing whether a proposed food aid program would have a substantial impact on local 
market and production incentives, and whether there are adequate storage facilities for the food 
aid.   

This chapter provides a brief overview of the methodological approach to assessing the impact 
of food aid on markets and producer incentives in the context of monetized food aid and 
distributed food aid.  For more detailed discussion of the methodology employed for BEST 
studies, please see Annexes XIII and IX. 

2.2. Study Approach: Monetization 

The extent to which monetized food aid has the potential to introduce a production disincentive 
or market disruption rests primarily on whether the monetized commodity is sold at a fair market 
price, and in a volume that would not be expected to cause disruption of normal trade patterns.  

The BEST study accomplishes this objective by combining desk review of trade statistics and 
market  analyses, and interviews with key informants (including market players along key 
commodity value chains) during market field visits, in order to provide specific guidance as to: 

· The appropriateness of monetization in a Title II recipient country 

· If appropriate, which commodities might be appropriate to monetize 

· The approximate maximum tonnage feasible for monetization 

· Any special considerations (such as sales platform) that should be taken into account 
when undertaking monetization in the study country 
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The study team is aware that much of the data required to prepare a Bellmon analysis in 
Ethiopia are debated. For the last ten years, the Ministry of Agriculture and Rural Development 
(MoARD) and the Central Statistical Agency (CSA) production estimates have varied by as 
much as 25 percent. Recent attempts to close this gap have resulted in a decline in the 
objectivity of the CSA methodology. Population estimates are based upon the GOE census of 
2007 that has been subject to debate.  Household Income and Expenditure data collected in 
2007 has still not been published. Commodity prices are based on EGTE figures, but could not 
be verified in many cases due to the paucity of market information across Ethiopia and over 
time.  Given these circumstances, the study team has relied upon extensive triangulation of data 
from official sources, the private sector, civil society, and other available data sources wherever 
possible.  

The study approach follows an analytical process which has been standardized across BEST 
studies.  The approach involves the following basic steps: 

Step 1 - Initial commodity selection.  A desk review will identify an initial set of commodities 
for study.  This review will be based on the best available trade statistics and any previous 
Bellmon studies, and informed by country situational reports and policy reviews.  Ideally, each 
commodity will be selected based on a complete set of objective criteria involving eligibility, 
freedom from trade and policy restrictions, and, most importantly, the market’s ability to absorb 
a volume of monetized commodity without substantial disruption.  In practice, this ideal is 
constrained by information gaps and varying standards of what may be considered “substantial” 
in different country and regional contexts.  Official trade data is often incomplete, out-of-date, or 
contradictory.   

The field visit will involve triangulating trade figures, filling in data gaps, and discussing with 
traders and potential buyers to assess (1) interest and ability to purchase commodities in 
various quantities; and (2) factors affecting demand and supply of commodities with which a 
monetized commodity would likely compete.   

Step 2 - In-depth Market Analysis.  Following initial commodity selection, an in-depth 
market analysis uses the following set of “tests”, in whole or in part, to make an 
assessment of the feasibility of monetization without introducing Bellmon concerns. 

1. No purchase and export restrictions 

2. No restrictions based on recipient country policy, regulation, and practice.   

3. There is significant demand and commercial import activity 

4. The structure and composition of the buyer market supports competition. 

5. The likelihood of achieving a fair market price is high.  

The report will include any other key considerations for monetization transactions including, for 
example, sales platform, and timing of sales. 
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Step 3 - Recommendations.  The study team generates recommendations for future 
monetizations based on the above market analyses. 

2.3. Study Approach: Distribution 

The extent to which distributed food aid has the potential to disrupt private markets or introduce 
production disincentives rests fundamentally on whether food aid will represent "additional 
consumption" for beneficiary households, i.e., food consumption which would not have occurred 
in the absence of the food aid distribution program.  The only certain method to determine 
whether food aid represents (or would represent) additional consumption is to conduct 
household surveys to determine whether a household would consume the food aid rations 
without changing its household production and market purchasing behavior.  However, because 
household surveys are expensive and time-consuming, proxy indicators of ‘additionality’ must 
be used to assess the potential for leakage.  This makes assessing the impact of food aid on 
markets and producer incentives an inherently problematic undertaking even in relatively stable 
economies.    

Distributed food aid has the potential to distort beneficiary behavior in three different ways which 
can impact the market and/or production incentives.  Food aid may displace normal household 
market purchases, it may induce a change in household planting decisions and/or it may induce 
a change in household labor supply decisions. 

When attempting to assess the potential impact of food aid in a localized area (whether 
distributed in kind, in cash, or through subsidized food sales), it is especially important to 
understand (1) the functioning of local markets – particularly the agricultural markets which are 
critical for food security, since those are the markets most likely to be impacted by the 
introduction of food aid,  and (2) how well-integrated local markets are with markets outside of 
the food aid intervention area, and therefore how any changes in food prices might be 
transmitted to other markets. 

With that caveat in mind, combined with basic information about the current state of a country’s 
agricultural markets – how strong consumer preferences are for various foodstuffs, how 
responsive producers are to price changes, how well integrated local markets are with one 
another, and how sensitive traders are to changes in market conditions, among other indicators 
– well-selected indicators of additionality can generally provide sufficient information to allow 
some generalizations to be made about the type, form, timing, and geographic targeting of food 
assistance that would unlikely harm markets and production incentives.   

This team's study approach therefore has been to combine needs assessment, targeting 
guidance, and market analysis.  Whereas scarce production and market data make assessment 
of commercial markets a challenge, Ethiopia has also benefited greatly from investments in 
detailed household surveys which allow assessment of localized food deficits.  In addition, a 
multitude of high quality studies have analyzed the effectiveness of distributed food aid 
programs, and the impact of food aid on markets in Ethiopia.  The present Bellmon study's 
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assessment of targeting effectiveness and the impact of food aid on markets benefits from all of 
these reports' findings.  

Annex IX provides a detailed discussion of the methodology employed across all BEST studies 
to assess the potential impact of distributed food aid on local markets and production incentives.   
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Chapter 3.  Country Background and Overview 

3.1. Economy 

Ethiopia's economy primarily depends upon agriculture which, although slowly declining in 
importance, still contributes to a large percentage of GDP. 

Table 1. Components of GDP (2005/06) 

Source: MOFED 

The agricultural component of GDP comprises 69.6 percent crop production, 20.6 percent 
livestock and hunting, 9.8 percent forestry, and a very small amount of fishing. 

GDP in nominal terms has increased four-fold from US$8.2 billion in 2000/01 to US$33.9 billion 
in 2008/09.  In real (constant 2000 US$) terms, the increase is smaller (at 80 percent) though 
substantial.  Consistent strong growth in the Ethiopian economy during the previous five years 
slowed in 2008/09 as a result of reduced agricultural production, a global recession, and a 
government fiscal policy to contain inflation.  Further decline in the growth rate is expected in 
2009/10 to 5.5 percent in real terms.  See the figure below for more detail. 
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Figure 1. Growth in Ethiopian GDP 

Source: IMF Data

In purchasing power parity (PPP) terms
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9, GDP has now exceeded US$75 billion, and even 
though the population has grown at a rate of 2.6 percent, from 63.5 million in June 2001 to 78.0 
million in June 2009,10 per capita GDP in PPP terms has increased from US$515 to US$995.11 

Prior to 2008, the country experienced three successive good Meher harvests12, and economic 
activity had been stimulated by a broad money supply and a significant increase in domestic 
credit.  The GDP growth, increase in broad money supply, and the continuously-growing 
population resulted in increased demand for goods, which increased prices overall, resulting in 
an increase in inflation of over 18 percent per annum.   

                                                
9
 Nominal GDP is US$25.6 Billion or US$328/per capita in 2008, according to the World Bank.   

10
 Figures extrapolated from the CSA 2007 Census data. Depending on how incomes are measured in Ethiopia, results will differ by 

relatively large amounts. For example, using PPP, 2009 annual income is equivalent to US$700/year whereas GDP/capita is 
US$317. Other measures including consumption/capita and private consumption/capita, based on survey data tend to differ by 10-
15% from the standard GDP/capita.   
11
 See Annex I for a discussion of GDP estimates.

12
 Most of Ethiopian agricultural production occurs within two rainy seasons. The longer Meher season (June-September) accounts 

for roughly 90% of grain production, while the shorter Belg season (February - April) makes up the remainder.
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Figure 2. Annual Rate of Inflation (12 Month Rolling Average) at End October 

 

 

Source: CSA Monthly CPI Bulletins

The poor Belg harvest in 2008 resulted in a substantial increase in food prices
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13 that dramatically 
increased the Consumer Price Index (CPI) for food.  This increased the overall rate of inflation 
and led the government to intervene in the food market.  Overall the aggregate production of the 
2008/09 Meher harvest, 2009 Belg harvest, and 2009/10 Meher harvest have been sufficient to  
allow a decline in real cereal prices to the levels seen during the record production season of 
2007/8.  Specifically, the 2008 Belg produced approximately 748,000 MT and the 2009 Belg 
produced approximately 775,000 MT.  These sums are substantially less than the record 2007 
Belg, but higher than typical previous Belg harvests of 500,000 MT.  The 2009 Belg was also 
characterized by quite variable production, between regions and within regions.  Finally, the 
above harvests have not been high enough to sustain the double-digit GDP growth rates 
witnessed in 2005-2007. 

Although the impact of fiscal policy on increased prices was initially ignored by GOE, the 
growing non-food CPI eventually resulted in the curtailment of domestic credit to the private 
sector in mid-2008.  This has greatly reduced private sector activity, and has had a significant 
impact on domestic agricultural trade, which had fallen in February 2010 to less than 50 percent 
of the level experienced 12 months previously.14  Nevertheless, public sector spending has 
continued with little reduction and the underlying rate of inflation shows no sign of reduction at 
present15. 

                                                
13
 EGTE price data shows that Ethiopian cereal prices increased most substantially in March and April 2008, prior to the global food 

price rises. Subsequently, Ethiopian grain prices remained below import parity levels, suggesting that Ethiopian grain markets were 
primarily affected by local production levels as opposed to global markets. The Belg harvest constitutes on average 5-10% of annual 
grain production, but 20% of annual maize production (and most of the Belg maize crop is sold for cash). The reduced Belg 
production had its greatest and most immediate impact on maize prices.
14
 USAID 2009/10 Meher Crop assessment Rapid Rural Appraisal data. 

15
 CPI movements are analysed in more detail in Annex I 
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The growth of the Ethiopian economy from 2005 onwards was also fuelled by investment and 
remittances by the Ethiopian diaspora, reaching a peak of US$1.3 billion in 2008/09.  This inflow 
of capital was curtailed by the global recession, contributing further to reduced growth within the 
economy. 

The impact of these three factors (reduced agricultural growth, reduced domestic credit, and the 
global economic recession) is a reduction in GDP growth by approximately 30 percent, or 50 
percent on a per capita basis. 

3.1.1. Trade 

Exports have increased substantially over the last five years, driven primarily by increased sales 
of coffee, pulses, and oilseeds.  However, this has not been adequate to match the increased 
demand for imports.  Ambitious targets for exports in 2009 have not been met
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16 while donor 
inflows and remittances have declined.  The balance of trade has remained negative so that the 
availability of foreign exchange has not improved.  Consequently, GOE has tightened 
restrictions on foreign exchange transactions In order to maintain some forex reserves both to 
stabilize the Birr and for its own use. 

The limited availability of foreign exchange has resulted in a situation where domestic prices for 
some commodities, especially wheat and vegetable oil, now exceed import parity at the official 
exchange rates.  A parallel market for foreign exchange has developed, but the government 
monitors it closely to limit unofficial transactions.  Nevertheless, the disparity between the official 
and “real” exchange rate negatively impacts exports that are currently key to economic growth.  
The substantial devaluation of the Birr over the last 12 months may help to redress the balance 
of trade by both raising the domestic cost of imports and increasing the competitiveness of 
exports. 

                                                
16
 By the end of March 2010, exports were 40% below expectations for the fiscal year 2009/10.
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Figure 3. Recent Exchange Rate Movement 

Source: Ethiopian Economics Association

Table 2. Ethiopian Exports, 2009, Value and Contribution to Total Exports 
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Item Value Birr'000,000 Value US$ '000,000 Per Cent 

Oilseeds 4459 398.125 25% 

Coffee 4447 397.0535714 25% 

Vegetables (Inc Chat) 3415 304.9107143 19% 

Plant parts (Inc cu flowers) 1749 156.1607143 10% 

Gold 1080 96.42857143 6% 

Live Animals 720 64.28571429 4% 

Leather 496 44.28571429 3% 

Meat 302 26.96428571 2% 

Textiles 205 18.30357143 1% 

Sugar 179 15.98214286 1% 

Gum Arabic 122 10.89285714 1% 

Ore/Slag 109 9.732142857 1% 

Shoes 76 6.785714286 0% 

Dairy 19 1.696428571 0% 

Others 354 31.60714286 2% 

Total 17732 1583.214286 100% 
 
Source: CSA
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Agriculture accounted for more than 85 percent of all exports during 2009.  Processed goods 
accounted for just over six percent, while just under seven percent were minerals, and two 
percent 'other.' 

Current prospects for economic development are mixed.  The high rates of growth three years 
ago were based upon an unsustainable fiscal policy coupled with ideal weather conditions; 
currently, the fiscal environment is more restricted by the government's attempts to restore the 
balance of trade and contain inflation, and ideal weather conditions are unlikely.  Economic 
growth would be more likely to result from solid and conventional bases of growth, i.e., exports 
and in foreign direct investment.  However, given the current global recession, neither can be 
expected to exceed rates observed over the last five years.  Therefore, single digit growth is 
almost certain, and prospects for significant per capita growth are weak.  The intervention of the 
IMF in April 2010 is timely, and the approval of a US$240 million loan to support the economy 
may help to prevent further decline. 

3.1.2. Impact on Poverty 

The increase in GDP has yet to achieve the results traditionally associated with increased 
agricultural production.  While the increase in GDP over the past 10 years has decreased total 
poverty and food poverty percentages (see table below), the population has also grown rapidly.  
Some signs of poverty reduction may be misleading, such as: 

· While the Gini coefficient of Ethiopia is estimated to be on a par with that of the US at 
around 38
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17, there are indications that the situation is deteriorating; those with access to 
land benefit from increased agricultural prices, while the majority of the population (who 
even in rural areas are net purchasers of food) become relatively poorer. 

· Although food prices have risen, the wages of the rural poor who sell their labor have not 
necessarily increased, for two reasons:  

· Ethiopia's land is inequitably distributed 

· At times, the population of poor people in rural areas increased at a rate faster than 
employers gained increased income from higher food prices; this would actually lower 
the cost of labor. 

While the levels of GDP growth over the last ten years have theoretically been more than 
adequate to achieve Millenium Development Goal 1, it is possible that restricted growth over the 
next four years may prevent this.  Investing in areas outside of agriculture would ensure that the 
benefits of GDP growth are not restricted to one part of the population. 18      

Table 3. Trends in Poverty Levels 

1999/00 2004/05 2005/06 2006/07 

Total poverty (% of total 44.2 38.7 36.6 34.6 
                                                
17
 Estimates in the literature made over the last ten years vary widely from 33 to 44. 

18
 For further discussion of the role of Ethiopian agriculture in rural development see Annex II. 
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1999/00 2004/05 2005/06 2006/07
population) 
Food poverty % of total 
population) 41.9 38.0 35.6 33.5 
Source: CSA , HEIS, and Welfare Surveys

3.1.3. Global/Economic Relationships 

Ethiopia’s economic relationships with other countries are characterized by a willingness to 
engage in trade, but reluctance to allow economic agreements to determine domestic policy.  
The country is currently engaged in various trade negotiations, as shown in the table below.   

Table 4. Ethiopia Trade Negotiations 
Level Country/Organization 

Bilateral 
US, Russia, India, China, Greece, Egypt, Iran, and 
many other countries 

Bi-Regional 

Currently negotiating an Economic Partnership 
Agreement (EPA) with the European Union (EU) as part 
of the Eastern and Southern Africa (ESA) bloc. 

Regional 

Inter-Governmental Authority for Development (IGAD); 
the Sana’a Forum for Cooperation, and the Common 
Market for Eastern and Southern Africa (COMESA) 

Multilateral 
Currently negotiating membership to the World Trade 
Organization (WTO). 

Source: Author

Within these arrangements, Ethiopia has remained relatively closed to change, especially in 
trade-related areas such as investment, competition policy, government procurement, and state-
trading enterprises.  

Ethiopia has signed 25 Bilateral Investment Treaties (BITs) with several of its strategic partners, 
and a further 21 are under negotiation.  However, these treaties appear to have been of little 
significance to actual investment19 and have not impinged upon the relatively restrictive 
investment legislation that is currently in place.  Both competition policy and state-trading 
enterprises in Ethiopia are areas of controversy that would need to be dealt with before  the 
EPA agreement or WTO accession could be completed. 

COMESA.  Although Ethiopia is a member of COMESA, from a trade perspective it remains 
independent.  It is not part of the COMESA Free Trade Area established 16 years ago, nor is it 
a member of the recently-established Customs Union.  From an agricultural perspective, 
however, Ethiopia is an active participant in, and supporter of institutions formed under 
COMESA, including: the Association for Strengthening Agricultural Research in Eastern and 
Central Africa (ASARECA), the Eastern and Central Africa Program for Agricultural Policy 
Analysis (ECEPAPA) and the COMESA Leather and Leather Products Institute.   

                                                
19
 Some Brief Notes on Ethiopian Investment: BITs, FDI, and Development: Habte Selassi Tewodros Tamiru,  

UNCTAD Multi-Year Expert Meeting on Investment for Development:  February 2009
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Ethiopia's most notable relationship with COMESA is its adoption of a Comprehensive Africa 
Agriculture Development Programme (CAADP) Compact, which it signed in August 2009.  
CAADP was established by the African Union’s New Partnership for Africa’s Development 
(AU/NEPAD) in July 2003 to “help African countries reach a higher path of economic growth 
through agriculture-led development, which eliminates hunger, reduces poverty and food 
insecurity, and enables expansion of exports.”
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20  COMESA is mandated under NEPAD to 
implement the CAADP agenda in eastern and southern Africa; in practice, however, individual 
member states have been given the freedoms to develop their own CAADP Compacts and to 
proceed with independent implementation according to their own timeframes. 

WTO.  Ethiopia has made slow progress in gaining formal membership in WTO, despite the 
studies initiated in 2004 by USAID and the EU to determine the requirements for and potential 
impacts of Ethiopia’s accession.  Although the donor community and some sections of the GOE 
support WTO membership, the business community is hesitant to open the economy 
internationally, particularly in terms of foreign direct investment, which accompanies WTO 
membership.  Some argue that that WTO membership would have minimal benefits for Ethiopia 
(since the country already enjoys highly favorable trade arrangements with most key markets), 
or even that WTO membership would have a negative economic impact on Ethiopia (as 
membership could potentially increase international competition within the domestic market). 

Djibouti.  Ethiopia's heavy dependence upon the port of Djibouti (see Chapter 5 for more detail) 
brought about the establishment of a Higher Joint Commission in 1996.  The Commission 
oversees the relationship between the two countries, and both countries have built upon this 
relationship through additional treaties and agreements.  

Nile Basin Initiative.  The Nile Basin Initiative is a key international agreement that is currently 
under discussion.  The agreement aims to redistribute the rights to the waters of the Nile, which 
were originally established in the Nile Treaties of 1902 and 1929.  States located on the 
upstream parts of the Nile (Uganda, Democratic Republic of Congo, Rwanda, Burundi, Kenya, 
Tanzania, and Ethiopia) argue that the original Nile Treaties unfairly give Egypt and Sudan 
rights to nearly all the Nile's waters.  In the Nile Basin Initiative, upstream states have agreed 
upon a redistribution of Nile water rights.  If implemented, it would provide Ethiopia with 
substantially greater rights to the waters of the Abbay (Blue Nile) and the Setit-Tekezi (Atbara) 
rivers, which could potentially irrigate 2.2 million ha within Ethiopia21, whereas only 23,000 ha are 
currently irrigated.  The initiative also outlines the development of both hydro-electric generation 
plants and large-scale and communal small-scale agricultural investment.  However, the 
response of Egypt and Sudan is critical to the Nile Basin Initiative, and both of these countries 
have been stalling efforts to reallocate Nile water rights since 1999.  Nevertheless, the Nile 
Basin Initiative was opened for signature on May 14th 2010, and all riparian states have signed, 
with the exception of Egypt and Sudan.  Thus far, Ethiopia has taken steps in line with the 

                                                
20
 African Union’s New Partnership for Africa’s Development (AU/NEPAD), 2010.

21
 FAO. 1995. A note on small-scale irrigation in Ethiopia. Rome
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Initiative, such as moving forth with a new irrigation program.  President Zenawi has openly 
stated that Ethiopia will not be held back by “old-fashioned ideas.”
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22 

3.2. Agriculture 

Agriculture is the dominant sector of the Ethiopian economy, and has grown significantly over 
the last ten years, with substantial (double-digit) growth in 2006, 2007, and 2008.  In 2009, 
growth declined to less than eight percent.  A more detailed description of the sector is given in 
Annex II.  

Table 5. Ethiopian Agriculture at a Glance 
1 Total Cropped Area (2008/09) 12.77 million Ha 
2 Area under Grains (Meher) 11.55 million Ha 
3 Meher Grain Production 17.64 million MT 
4 Meher Households  12.23 million 
5 Area under Grains (Belg) 1.21 million ha 
6 Belg Grain Production 0.78 milion MT 
7 Belg Households 4.75 million 
8 Number of Cattle 44.3 million 
9 Number of Small Ruminants 46.9 million 
10 Pastoralist households 12% of population  
11 Contribution of Agriculture to GDP 46.70% 
12 Crop Production percentage of Agric GDP 42.35% 
13 Livestock Production percentage of Agric GDP 32.02% 
14 Percentage of labor force in Agriculture 80.2% of population 
15 Total Irrigated Area 0.25 million Ha 
16 Agricultural Contribution to Export Earnings 85.20% 
17 Fertilizer usage 626,000 MT* 

Sources: Rows 1-4: CSA2008/09
 Rows 5-7: CSA (Belg) 2009
 Rows 8-9: Csa Ag Survery 2004
 Row 10: Various Estimates
 Row 11: MOFED
 Row 12-13: Dorosh and James Thurlow, IFPRI, CAADP Roundtable August 2009
 Row 14: CIA World Factbook 2009
 Row 15: Ministry of Water Resources Survey 2004/2005
 Row 16: MOARD 2009  

Row 17: FAO/WFP CFSAM 2/26/10,*note fertilizer was not fully disbursed by AISE, leaving substantial carry-over stocks 

3.2.1. Production Base 

Smallholder agriculture is the basis of the rural and the national economy and contributed 43.8 
percent of the national GDP in 2009.  Small-scale subsistence agriculture covers 95.9 percent 
of agricultural land, consisting of approximately 12 million households of, on average, five 
people each.  The average household farmland is approximately one hectare, subdivided into 
three or more discrete plots23.  As a result of the small average holding, the number of net food 

                                                
22
 “PM Meles says Egypt will not be able to stop Ethiopia from building dams on Nile river.”  May 20,2010.  WALTA and Aljazeera 

news. 
23
 Under the Derg regime households were allocated land by the village committees. The general pattern was for each household to 

receive one piece of the most fertile valley land, one piece of more barren upland and occasionally other plots of intermittent quality. 
These plots were not contiguous.  This pattern was not only considered equitable, but also provided a form of insurance against 
extreme weather conditions.
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producers
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24 is small (less than 30 percent).  Most rural households are unable to exist on farming 
alone.  They are obliged to find alternative sources of income and are effectively net consumers 
in the market.  Land is not owned on a freehold basis; however, a form of tenure giving security 
of user rights has been widely introduced with some positive results (see Policy section). 

Just over four percent (471,000 ha) of agricultural land is farmed on a commercial basis, and 
state-owned and commercial farms contribute 2.7 percent of total grain production.25  The 
commercial sector has significantly invested in floriculture over the last five years, although this 
investment has slowed with the global recession.   

3.2.2. Production 

Although livestock, poultry, and forestry make up a substantial amount of the agricultural sector, 
the crop sub-sector is dominant.  Teff, wheat, maize, and sorghum are principal cereal crops 
and are all consumed locally.  Maize is the most important cereal crop, followed by wheat, teff, 
barley, and sorghum.  Together these comprise more than 95 percent of all cereals grown, with 
the remaining five percent comprising millet, rice, and oats, all of which is consumed locally. 
Horse beans, peas, chick peas, haricot beans, and vetch are the principal legume crops, of 
which significant volumes of horse beans, chick peas, and haricot beans are exported.  
Sesame, niger seed, and linseed are the major oilseed crops, of which significant volumes of 
sesame and some volumes of niger seed are exported.  Because the country is landlocked and 
has poor transport infrastructure, it is almost impossible to export low value, high volume 
commodities.  Trade is generally restricted to high value, low volume products. 

The use of improved inputs is limited.  As detailed in section 1.3.3, farmers have limited access 
to improved seed, and high prices deterred farmers from buying the government-supported 
distribution of over 450,000 MT of fertilizer26 in 2008/09.  Although Ethiopia possesses significant 
water resources, less than two percent is used for irrigation. Of these, the Awash river, Wabe 
Shebele, Tekezi, and Abay (Blue Nile) are the largest. All of these flow through food insecure 
areas. 

Ethiopia’s main agricultural areas are located in the western part of the country, while pastoral 
systems predominate in the drier Afar and Somali regions to the north and east.  SNNPR in the 
south is a significant horticultural producer.  The majority of crop production occurs in Amhara, 
Oromia, and Tigray, in descending order of volume.  Wheat and barley are grown in the 
highlands and northern parts of the country, while maize and sorghum (long cycle crops) 
predominate in the south.  Teff is cultivated in both lowland and highland areas over much of the 
north, central, and western parts of the country.  On average, Ethiopia produces between 12 
and 14 million MT of cereals,27 1.6 million MT of pulses, and 600,000 MT of oilseeds.  Of its cash 
crops, the country produces an annual average of two million MT of raw sugar cane, 270,000 
MT of coffee, and 140,000 MT of chat, a mild narcotic.  Approximately 450,000 MT of 

                                                
24
  “Net food producers” refers to producers who grow more than they consume.

25
 CSA Large and Medium Scale Commercial Farm Sample Survey , Volume VIII 2008/09

26
 Large volumes of fertilizer are imported each year by parastatal companies.

27
 Production data taken from CSA Crop Estimates for 2008/09
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vegetables are produced annually, which include lettuce, peppers, cabbage, and chard.  Root 
crops, including potatoes, sweet potatoes, carrots, beets, and onions, are produced at an 
annual average of 1.5 million MT. 

The livestock sector comprises 43 million head of cattle (kept both as draft animals and for 
beef), 22 million sheep, 23 million goats, 400,000 camels, and 35 million poultry
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28.  There is a 
small formal dairy sector processing approximately 270,000 MT of fresh milk annually in Addis 
Ababa.  A larger informal dairy sector also operates across much of the country, but data on 
production volume is unavailable.   

3.2.3. Seasonality 

The main crop calendars for Ethiopia are shown in the figure below. 

Figure 4. Ethiopian Rainy Seasons and Crop Calendars 

Source: FEWSNET 

The majority of agricultural production takes place between the months of February and October 
and can be divided into two seasons according to the Belg and Meher rains.   

Belg rains occur from February to early May, and Belg crop production is measured from March 
through August.29  Belg rains generate approximately 5-10 percent of total annual crop 
production, especially maize production.  During the Belg period, short cycle crops including 
maize, barley wheat, teff, and pulses are grown.  Only four regions produce significant volumes 
of Belg crops: Tigray, Amhara, Oromia, and SNNPR.  The Somali region produces a negligible 
amount of Belg crops.  Despite the Belg season’s limited production, its rains are significant to 
overall production as they provide necessary moisture for the cultivation and planting of long 
cycle crops (maize and sorghum) in April and May.  Long cycle crops are initially sustained by 
the Belg rains, and their main period of growth (June through December) depends upon the 
Meher rains.  

                                                
28
 MOARD National Agricultural Resources Portal 2006

29
 CSA production figures are taken during this timeframe
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Meher crop production is measured from August through February.  Meher rains account for the 
remaining 90-95 percent of production.  Wheat, teff, barley, and other short cycle pulses and 
oilseeds are planted at the beginning of the Meher rains.  Meher season crops are harvested 
during October and November and are brought to market during November, December, 
January, and February. 

3.2.4. Recent Production Trends 

After three successive good harvests in 2005, 2006 and 2007, Ethiopia experienced a poor belg 
harvest in 2008.  As mentioned earlier, although the belg rains only account for a small amount 
of production, they have a significant impact on long cycle crop production since the Belg rains 
provide the seedbed moisture for the long-cycle Meher crops.  The poor belg harvest of 2008 
precipitated a dramatic rise in food prices.  The meher harvest of 2008 was better than previous 
years’ harvests, despite less than ideal weather conditions.  Overall grain production reached 
17.1 million MT, as opposed to 16.1 million MT in 2007, 14.95 million MT in 2006, and 13.38 
million MT in 2005.  All regions increased their production, ranging from five percent to 40 
percent.  Somali region increased its small production by more than 100 percent.
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30  The only 
region with decreased levels of production was Dire Dawa, with a one percent decrease.31 

In 2009, the Belg harvest was also poor, but marginally better than the Belg harvest of 2008, as 
rains started late and ended early.  Overall production of grains during the 2009 Belg season 
were only 775,000 MT, a four percent increase from the  lower levels of the 2008 Belg harvest.  
The Meher rains also had a late start, and were characterized by intermittent dry spells and 
unseasonably heavy rain during ripening.  Though CSA reported record harvests for 2009, other 
indicators suggest that the anticipated volume of grain will not appear on the market.  These 
indicators include farmers’ assessments of production (which are substantially lower) and the 
fact that overall weather conditions of 2009 are unlikely to support the production figures 
recorded by CSA.  Nevertheless, in the absence of any other data, Annex II uses production 
data reported by CSA over the last five years. 

3.2.5. Markets 

Ethiopia’s markets exhibit the conventional structure of small producers, assemblers, wholesale 
traders, millers, and retail outlets seen in much of Sub-Saharan Africa.  In recent years, local 
markets have become both more competitive and more integrated.  Price movements in 
Ethiopia’s agricultural markets are becoming increasingly correlated, possibly as a result of the 
government’s ongoing road development program.  As a result of government input loan 
repayment policies and the loosening of credit, the number of traders increased substantially 
and markets became increasingly competitive between 2004 and 2008.  The competitive 
commercial environment has restricted the development of the state-supported cooperative 
movement (see the Policy section for more detail), which is limited primarily to the distribution of 
fertilizer (much of which goes unused, as explained in 1.3.3) and seed (in limited quantities).     
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3.2.6. Recent Market Trends 

Unlike previous years, the 2009/10 Meher market has been characterized by thin volumes and 
back-to-back trading.
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32  See the Policy section for more details.  In real terms, prices have 
declined to a level similar to that of 2007, i.e., prior to the global price increase. 

Figure 5. Recent Real Grain Price Movements 

Source: EGTE 

This trend will likely reverse as stocks in urban and deficit rural areas are depleted so that 
demand begins to increase and supplies are gradually exhausted.  If farmers respond positively 
to higher prices, market prices can be expected to increase as the season progresses and 
peaks in September, prior to the advent of the early Meher maize crop on the market. 

3.2.7. Exports 

Agricultural commodities made up 88.6 percent of all exports by value in 2008/09, as shown in 
the table below.  Oilseeds and pulses were the leading export commodities in terms of value, 
closely followed by coffee.  These crops, together with cut flowers and chat, made up over 80 
percent of all exports last year. 

Table 6. Ethiopian Exports - FY08/09 

 Commodity Value (ETB Million) Value (% of total) Volume (MT '000) 
Oilseeds and Pulses 4459.1 25.1 324.9 

Coffee 4447.6 25.1 146.3 

Edible vegetables (including Chat)  3415.1 19.3 249.5 
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Commodity Value (ETB Million) Value (% of total) Volume (MT '000)
Cut Flowers 1749.3 9.9 32.5 

Gold 1080.3 6.1 0.0074 

Others 945 5.3  ?? 

Live Animals 720.6 4.1 43.4 

Leather and Leather Products 578.9 3.3 2.9 

Meat and Meat Products 302.5 1.7 7.4 

Fruits and Nuts 33.9 0.2 9.5 

Total 17,732.30 100  ?? 
Source: CSA External Trade Data

3.2.8. Food Consumption Trends  

There is little recent data available on food consumption in Ethiopia; the most recent is the 
Household Income and Expenditure Survey completed in 2001 (a summary of which is available 
in Annex III).  Since 2001, informal research and anecdotal information suggests that cereal 
consumption trends have shifted somewhat.  It appears that teff is primarily consumed by 
upper-income groups in urban and, to a lesser extent, rural areas.  Wheat consumption appears 
to have increased in urban areas, while maize has become the staple of rural areas.  Sorghum 
and barley appear to be consumed in specific regions such as Afar and Tigray, respectively. 

Pulse consumption in rural areas focuses on horse beans and, to a lesser extent, chick-peas, 
haricot beans (both red and white), and field peas.  In urban areas, pulse consumption includes 
lentils, chick peas, and red haricot beans. 

Edible oil is widely consumed in Ethiopia, but is considered a seasoning to food rather than as a 
source of nourishment.  An oil-pulp mixture made from crushed oilseeds (such as neug and 
linseed) is frequently used to cook or season food.  The bulk of the national oilseed crop is used 
to make this mixture, and a smaller volume is used for oil extraction to produce clear, generally 
unrefined oils for commercial sale, which impart a strong and desired flavor when used to cook 
or season food.  An even smaller volume of the oilseed crop is used to make high-quality, 
refined oil. 

3.2.9. Expenditure Overview 

Although the CPI for food items has been declining over the past year, many rural and urban 
consumers have been impoverished by the high prices of the two previous years.  Moreover, 
non-food inflation continues to accelerate, so that purchasing power is limited.  Anecdotal 
information and observations suggest that per capita consumption levels, especially in urban 
areas, have not yet reached levels of 2007, and consumption levels appear to remain flat across 
main staple commodities.33  This scenario is somewhat at odds with national statistics, which 
suggest a continual increase in per capita GDP in PPP terms.  However, the increase in 
purchasing power may take some time to be reflected in increased per capita food sales. 
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3.1. Policy 

3.1.1. Shifts in Policy 

Over the last five years, domestic and international forces have positively and negatively 
impacted Ethiopian economic policy.  The underlying theme of growth from an agricultural base 
(industrial development from value added on a commercial surplus of agricultural products) has 
remained constant.  However, changes in both the fiscal framework and in the nature and extent 
of GOE intervention in the market have impacted food security for rural and urban populations 
alike. 

Key changes include: 

· An increase in the availability of domestic credit from 2004 onwards (largely through 
increases in the money supply), which invigorated both urban and rural economies but 
also led to: 

· Increasing inflation in all aspects of the Consumer Price Index (CPI).Increased imports, 
over and above the concurrent increase in exports (leading ultimately to a shortage of 
foreign exchange). 

· The creation (following the 2005 elections) of a favorable environment for investment by 
the Ethiopian diaspora
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34, leading to significant inflows of investment capital that 
contributed  to both economic growth and inflation. 

These policies resulted in considerable economic development, especially in urban areas where 
both private and public construction projects abounded.  The government also embarked on an 
expanded road development program in 2005.  These changes resulted in consistent growth in 
GDP and a gradual increase in the rate of inflation to approximately 20 percent by 2007.  
Interest rates nevertheless remained low (12-18 percent), held down by the levels set by the 
public banks, so that the cost of money was minimal.35  Although data is not available, it can be 
assumed that employment rose during this period.   

Food prices and inflation.  However, by the end of 2007, public concern arose in regards to 
rising prices and their potential impact on the urban poor.  The government was initially reluctant 
to address this concern, and discounted the inflation as a common side effect of economic 
growth (an “economic cold”).  Subsequent events, however, further worsened economic 
conditions and forced important shifts in GOE policy. These included: 

                                                
34
 The latest proclamation on investment, although excluding foreign investment from many key sectors, was nevertheless favorable 

to investment by the Ethiopian diaspora. Despite the fact that much of the diaspora has been opposed to GOE policy and supported 
the opposition party in the 2005 elections, the GOE indicated that diaspora investment in the domestic economy would be permitted 
and indeed welcomed without hostile audits, delays in licensing, or other barriers to investment.  
35
 Bank interest rates to borrowers have been determined by the GOE-owned commercial banks at a relatively constant rate of 15-

18% since 2005. Although such rates exceeded the rate of inflation initially, by early 2007, lending rates had become effectively 
negative as inflation climbed above 18% and real interest rates remained below zero until mid-2009.
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· External pressures from the global food price crisis, coupled with the failure of the 2008 

Belg harvest, dramatically increased domestic food price inflation in 2008 and early 
2009. 

· The subsequent global economic recession led to a reduction in investment and 
remittances from overseas, a decline in demand for exports, and a decline in the prices 
of exports. 

These two factors (increased food price inflation and a reduction in foreign exchange) 
substantially impacted the Ethiopian economy and forced significant changes in GOE policy.  In 
the short term, rising food prices led the GOE to become directly involved in the food market 
through the subsidized sales of imported wheat - first, to food insecure families in urban areas, 
and subsequently directly to millers.  The GOE also controlled importation and sale of palm oil.  
Both of these programs began in June 2008.  Subsidized sales of wheat have continued into 
2010.   

The GOE also feared that speculation might further inflate food prices; consequently, it 
campaigned to restrict the accumulation of stocks by traders.  At one point, the GOE went so far 
as to imprison traders who had gathered stocks of more than five MT.  Although such extreme 
measures were isolated, they rapidly curtailed temporal arbitrage by traders so that almost all 
grain marketing consisted of back-to-back transactions. 

In addition to macroeconomic policy changes, GOE policies to ensure farmers received fair 
prices also shifted significantly in the past five years.  From 2003 to 2006, the GOE was 
concerned that farmers were being exploited by the market - specifically, early sales of crops to 
raise cash were resulting in low producer prices to farmers.  In response, the government 
tasked Development Agents to promote the delayed sale of crops.  In 2005 and 2006, the GOE 
effectively removed the pressure on farmers
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36 to repay input loans (that had been guaranteed by 
regional governments), thus allowing producers to hold back from the market in anticipation of 
higher prices.  However, from 2007 to the present, rising food prices have shifted the GOE's 
concern away from the producer and to the consumer.  The most recent government policy - as 
outlined above - favors lower consumer prices, potentially at the expense of the producer 
(although most impact has probably been felt by traders).  

Foreign exchange.  The impact of decreases in investment, remittances, and export earnings 
on the balance of trade resulted in a shortage of foreign exchange, as evidenced by the 
increasing divergence between official and parallel market exchange rates in the second half of 
2008.  The ready availability of local currency fuelled widespread black market transactions until 
the GOE took widely-publicized draconian measures to immediately cease unofficial currency 
exchange.  Nevertheless, from late 2008 onwards, foreign exchange reserves have remained 
tight.   

The ongoing shortage of foreign exchange led the government to intervene in the export market, 
most notably through the Ethiopian Commodity Exchange (ECX).  The ECX was established in 
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2008 to improve food marketing, particularly the marketing of grains.  Around six months later, 
ECX included coffee in its exchanges.  In one instance, private sector coffee producers held 
back from selling to the ECX in response to rising prices and potentially increasing exchange 
rates.  The GOE responded in June 2009 by expropriating the farmers' coffee and selling it on 
the exchange through the Ethiopian Grain Trade Enterprise (EGTE).  ECX became the 
mandatory export sale mechanism for not only coffee, but also two other key export crops: 
sesame and haricot beans.  The foreign exchange earnings of these crops are now open to 
public scrutiny and effective control. 

Domestic credit.  From 2004 to 2007, the availability of domestic credit increased.  In 2003, 
less than 30 percent of agricultural traders could access credit; by 2007, almost 100 percent 
could do so.  Improved access to commercial finance opened up the market and increased 
competition among traders; this was especially true for traders who used newly-available 
finance to purchase small (5-15 MT) capacity vehicles and who (lacking storage facilities) then 
embarked upon the rapid back-to-back trading of vegetables and grains.  Established traders 
viewed these smaller, back-to-back traders as illegal, unlicensed, and speculative and listed 
them as a major constraint to business development.
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In 2009 the GOE aimed to curtail inflation by restricting the availability of domestic credit 
through the financial system.  While interest rates remained at less than 20 percent, it became 
extremely difficult to access commercial finance.  This reduced the volumes of grain moved by 
traders, and constrained commercial construction projects (leading some to abandonment).   

The decreased availability of finance in the past six months has resulted in a market where 
traders store little or no grain and only engage in back-to-back trade.  As a result, immediate 
demand has significantly decreased and producer prices have taken a short-term fall.  If the 
GOE continues to restrict credit, it is reasonable to expect that the structure of the market will 
again change.  It is likely that most grain stocks will be held by farmers (or by the GOE), while 
reduced competition within the trading sector will result in increased seasonal price fluctuations, 
and a return to the market conditions of 2003. 

In response to the GOE’s action, grain prices fell through the latter part of 2009, although the 
underlying rate of non-food inflation remained at over 15 percent, possibly as a result of 
unrestrained public sector spending. 

In summary, the GOE's policy response to domestic inflation and the depletion of foreign 
exchange reserves has been to: 

· Move away from a policy of non-involvement in marketing and instead to: 

· Intervene in the domestic food markets. 

· Intervene in export markets. 

· Impose restrictions on the conversion of currency. 
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· Reduce the availability of domestic credit to the commercial sector. 

These policies have moderately curbed inflation.  Food price inflation has effectively ceased
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although underlying non-food inflation continues.  Reliable statistics that indicate whether or not 
the economy has continued to grow are not yet available.   

Overall, a shift is apparent in GOE economic policy from 2004 to the present.  Whereas the 
GOE initially aimed to rapidly boost the economy, recent changes indicate that the GOE is now 
focused on containing inflation, controlling foreign exchange, and protecting the consumer, none 
of which foster private-sector participation in the economy.  

3.1.2. Shifts in Structure 

Though it is not immediately apparent at the macro level, the overall structure of the Ethiopian 
economy has also shifted as a result of policy changes.  The agricultural sector has increased 
overall production and export volumes over the last five years; however, non-agricultural sectors 
have grown as well.  These include the manufacturing sector (most notably the emergence of 
locally-manufactured automobiles, irrigation equipment, and other consumer goods), services 
(with an exponential growth in the number of hotels in Addis), and construction.39  Growth in the 
financial and tourism sectors has remained slow. 

The most noticeable structural change in the agricultural sector is the development of the 
horticultural sector (specifically rose production for the European market, with some growth in 
fruit and vegetable exports), and the oilseed sector (primarily sesame).   

Commercial finance.  The market structure for most staple crops has also shifted, largely as a 
result of GOE policy changes.  The increase in availability of commercial finance from 2004-
2007 is key among these policy changes, as it increased consumer purchasing power and 
fostered the development of a more vibrant trading sector.  As a result of increased access to 
domestic credit (detailed in the “domestic credit” section above), the increase in number of 
these smaller mobile traders willing to drive to the farmer to purchase grain shifted control of the 
market away from the established traders operating out of warehouses in urban centers and into 
the hands of the producers.  Farmers were able to hold back the timing of their sales to the 
market as a result of the GOE's recent and more lenient policy toward loan repayment, and 
because farmers now had a larger pool of potential buyers with whom they could negotiate 
prices for their goods.  Farmers' strategic sales allowed them to command higher prices and 
predominately be price-setters, rather than price-takers.  In sum, an increase in the number of 
small traders, and reduced pressure on farmers to repay input loans, led to shifts in the control 
of the grain market and increased grain market competition. 

By altering the timing of their sales, farmers also shifted the temporal structure of the market.  
From 2006 to 2009, market seasonality had faded, in terms of volume, as farmers increasingly 
held back from early grain sales.  This reduced the margins for temporal arbitrage (opportunities 
for which had been originally restricted to larger traders with access to capital and storage), 
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 The GOE’s efforts to reduce inflation have now begun to constrain construction projects.
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resulting in a more equitable market.  Recent developments (such as the decreased availability 
of finance, as noted in the “domestic credit” section above, and the prevalence of thinner 
markets) since January 2010 may reverse this trend. 

Grain Markets.  Ethiopian grain markets have also changed due to the changing role of the 
EGTE and the introduction of the commodity exchange.   

The EGTE has enhanced its role in the market compared to its role in 2005.  At that time, the 
EGTE was mandated to only intervene in grain markets to reduce price fluctuations.  EGTE's 
operations were restricted to the buying and selling of oilseeds and pulses as a means of 
financing its administrative costs.  Actual volumes of staples purchased were small (about 50-
100,000 MT annually), and most of its storage facilities were either vacant or rented out.  In 
2008, however, the GOE boosted the agency's presence in the market by designating it as the 
primary agency for the distribution of imported wheat.  EGTE distributed imported wheat in 
volumes ranging from 150,000 MT to 400,000 MT annually.  In addition, EGTE now trades 
coffee and is a major exporter of sesame through its 4,000 MT warehouse in Humera. The 
significance of the entity as a player in the market has thus increased substantially. 

The second change in Ethiopian grain markets is the introduction of the Ethiopian Commodity 
Exchange (ECX).  Although the ECX has received much publicity as an important development 
in the marketing of agricultural commodities in Ethiopia, it is currently of marginal significance to 
staple crop marketing.  The exchange was designed to open the market for wheat, maize, and 
other staples to small-scale farmers.  Since its establishment in 2008, the ECX has conducted 
very little trade in the commodities for which it was first designed.  Small traders view the ECX 
as a GOE-controlled marketing process, and are unenthusiastic about participating.  The ECX 
has shifted its focus to coffee, sesame, and haricot beans.  Furthermore, the GOE has 
effectively mandated all exports of these three commodities to pass through ECX.    Unless 
ECX can gain the confidence of the trading sector (beyond stakeholders linked to the 
government), or becomes a mandatory marketing mechanism for staple crops, it will likely 
remain of limited significance for the foreseeable future. 

3.1.3. Shifts in Performance 

In terms of performance, the agricultural sector substantially increased overall production 
between 2005 and 2008, with major increases in output in 2006 and 2007.  Much of this 
increase was driven by increased planting area, in part stimulated by producer prices that 
provided consistently good returns to investment.  Also, nearly perfect weather conditions 
across much of the country in 2006 and 2007 contributed to increased yields.  Nevertheless, 
GOE policy was also directly responsible for some level of this increase, as detailed below. 

· Increased emphasis on technical assistance.  The GOE has consistently focused upon 
increasing the number of Development Agents available within each kabele, and also 
upon retraining DAs to be able to provide practical information.   

· Increased provision of fertilizer.  Although the limited supply of improved seeds has 
constrained production (less than 16 percent of farmers have access to improved seed), 
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the GOE has increased the volume of fertilizer imported and distributed through primary 
cooperatives from 250,000 MT in 2003/4 to 750,000 MT in 2009/10.  Due to the high 
price of fertilizers, not all of the most recent deliveries of fertilizer to cooperatives were 
actually used by farmers; nevertheless some level of yield increase must be attributed to 
this program. 

· The provision of land title providing security of user rights to rural households in 
perpetuity as contained within the Regional Government Proclamations of Tigray, 
Amhara, Oromia and SNNPR in 2007, pursuant to Federal Proclamation no.456 of 2005.  
This provision has not led to the creation of any significant market for land, but is 
reportedly increasing household investment in improvements such as fencing, fruit trees, 
soil conservation works, small wells, and the increased use of fertilizer.  Demand at the 
kabele and woreda level fueled this change in policy, and it is most clearly expressed 
within regional legislation.  The federal government is now moving toward developing a 
national policy for land tenure beyond the difficult tenets of the constitution.  While policy 
is unlikely to allow freehold tenure, it may nevertheless result in improved security and 
increased productivity. 

· Fiscal policies that increased competition within the market, and especially the increase 
in domestic credit.  These policies stimulated  consumption and also led to an increase 
in the number of buyers of grain so that farmers were better able to negotiate for higher 
prices in the market. 

· GOE investment in the horticulture subsector.  As mentioned earlier, the agricultural 
subsectors of horticulture, sesame and haricot beans have increased their performance.  
The expansion of horticulture can largely be attributed to the GOE's favorable 
investment policy in the subsector
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40; the haricot beans and sesame subsector, on the 
other hand, has expanded without GOE intervention. 

The Comprehensive Africa Agriculture Development Programme (CAADP) Compact,  which the 
GOE signed in August 2009, may also prove beneficial to the agriculture sector. This Compact 
places all agricultural development projects within a program context and will, if followed 
through, result in the substantial reorganization of the agricultural administration and potential 
shift in the GOE’s manner of implementing policy.  However, the agricultural administration will 
likely be unenthusiastic about this potential reorganization, as their office and staff was recently 
reorganized.  Because the CAADP Compact was recently initiated, its impact has yet to be 
seen. 

3.1.4. Bio-Safety Law 

The Biodiversity Proclamation approved by the Ethiopian Parliament in July 2009 only allows 
the importation of genetically modified organisms (GMOs) – as well as the products containing 
or derived from GMOs – with “prior approval” and proper labeling.  The process entailed in 
obtaining “prior approval,” along with compliance with proper labeling and applied research 
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requirements would be very expensive, and would effectively inhibit GMO food aid from being 
used as emergency aid.  Furthermore, concern arises from the fact that the proclamation grants 
all official authorities the power to turn away any products they suspect may be genetically 
modified.  This also restricts agricultural research within Ethiopia on either genetic engineering 
or the testing of GMOs.  The Biodiversity Proclamation creates an impediment to the importation 
of GMO-based products such as US-sourced CSB and edible soybean oil, although a specific 
letter of assurance has been granted to allow the continued importation of FFP products.  This 
was set to expire in February 2010 but has been extended to March 2011. 

The law has proved controversial among scientists and some farmers and has resulted in the 
restriction of donor funding to some Ethiopian research programs.  As a result, the government 
held a consultative forum in February 2010 to hear objections to the proclamation.  The public 
response has been varied.  Most scientists are opposed to the proclamation, but many in 
business and political circles see the law as protecting Ethiopian interests against potential 
monopolies in the seed market, while the donor community is not united in its position.  The 
government has no political reason to suspend the law other than the interests of food-insecure 
households who benefit from FFP imports.  This may not be enough, when set against the voice 
of national business interests, to cause the proclamation to be revoked. 

Finally, other countries in sub-Saharan Africa that have less restrictive laws regarding the 
importation of genetically-modified crops and research concerning these modifications could 
serve as a model if the GOE were to revise its Biodiversity Proclamation. 
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Chapter 4.  Food Aid Overview 

4.1. Introduction 

Food aid programming in Ethiopia has evolved and improved since it first began in the 1980s.  
When the country first began receiving food aid, the GOE would regularly make requests 
according to needs assessments collected after each Meher harvest, and Awardees or 
Cooperating Sponsors would program for importation in April through June, with distribution 
during the "hungry period" of June through September, in coordination with the GOE and the 
WFP.  Food aid typically covered a discrete time period, and was distributed for relief purposes.  
However, in 2004, the GOE recognized that some chronically food insecure communities had 
recurring "emergency" needs.  In response, the GOE and donor community designed the 
Productive Safety Net Programme (PSNP), which provides food and cash transfers to 
chronically food insecure households in exchange for labor. 

The PSNP aims to program the delivery of assistance, minimize the size and frequency of relief 
appeals, and improve the timeliness of food aid shipments.  It provides cash and food as 
conditional transfers to beneficiaries and direct transfers ("direct support") to those unable to 
offer labor due to age or health restrictions.  During its first year in 2005, the PSNP targeted five 
million chronically food insecure Ethiopians in rural areas.  The beneficiary numbers have grown 
gradually, based on need, to a new total of 7.6 million in the second phase of the PSNP (2010-
2014).   

Despite this improvement in programming for chronically food insecure households, the GOE 
has found it necessary each year since the inception of the PSNP in 2005
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41 to appeal for relief 
resources to address transitory food insecurity.  The WFP PRRO and the Joint Emergency 
Operational Plan (JEOP) target those needing emergency relief (ER).  For the first six months of 
2010, 5.23 million Ethiopians42 have been targeted for relief,. Four aspects of the PSNP explain 
the GOE's need to supplement it with these requests for additional ER aid: 

1. Effective targeting is a continual challenge, largely due to changing needs and resource 
constraints. 

2. Those receiving proportionally more cash than food have seen the actual value of the 
asset transfer decline, as a result of an inflationary environment, coupled with the fact 
that the amount of cash given can only be adjusted once per year. 

3. Weather/price shocks can significantly affect Ethiopia's rain-dependent agricultural 
sector, for both PSNP recipients and those not targeted under the program, as both 
depend heavily on the market for food. 
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 Ethiopian emergency appeals for assistance date back to the 1970s.
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 FEWS NET: Ethiopia Food Security Outlook 4/2010
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4.  Lack of consensus on the magnitude of need for food security needs, especially in 

politically-sensitive regions and zones. 

4.1.1. Storage and Distribution 

Ethiopia has established an adequate internal storage and distribution network to handle food 
aid.  Foremost is its Emergency Food Security Reserve Administration (EFSRA), which can 
store approximately 400,000 MT.  The EFSRA provides grain to development and relief 
agencies in return for a promise of rapid replenishment.  For many years the EFSRA had been 
exclusively used for humanitarian purposes.  However, since 2008, the GOE has borrowed from 
the EFSRA in order to sell grain at subsidized prices for the purpose of price control.  While this 
may arguably achieve humanitarian ends, the EFSRA is now susceptible to becoming used for 
political purposes. 

Concurrent with this shift in use and purpose, replenishment of the reserve has become more 
sporadic.  This may be due not only to delayed GOE restocking, but also to the impact on donor 
food imports of the global food crisis and recession, combined with port congestion.  
Furthermore, it is evident that replenishment rates could be timelier; as of April 2010, the 
EFSRA stored approximately 233,000 MT of grain.
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43  However, on a broad scale the EFSRA 
complements donor activities to support domestic emergency food security needs through 
storage, manpower and logistics, on an annual basis, with the caveat of the above- noted 
challenges.  

4.2. Previous Initiatives 

In the past, USAID/FFP and WFP have been the primary global suppliers of food aid to 
Ethiopia.  

Over the last five years, USAID and other US agencies have imported 2,680,827 MT (average 
of approximately 536,165 MT per year) of food aid through Awardees to support development 
and emergency programs.   

Most US food aid to Ethiopia from 2005-2009 has been cereals distributed via Title II programs.  
Wheat has been the largest contribution, followed by sorghum.  

Table 7. Annual US Food Aid Supplied to Ethiopia (MT)  

Year 2005 2006 2007 2008 2009 Total 
Title II 975,640 258,200 353,540 735,218 595,620 2,918,218 

Source: USAID Ethiopia, FFP/W   
Notes: (1) Figures also include minor resources from Bill Emerson Humanitarian Trust, (2) Categories of emergency and 
developmental food aid have been merged together to reflect overall totals

USAID/FFP also coordinated with USAID/Office of Foreign Disaster Assistance (OFDA) for local 
and regional purchase approvals.  USAID/OFDA contributed US$3.9 million towards WFP’s 
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 GOE Early Warning and Response Directorate, DRMFSS, MoARD, April 2010
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local purchase program in 2008, and an additional US$10 million towards local purchase in 
2009. 

4.2.1. WFP and Other Donors  

Over half of all US food aid has been channeled through WFP over the past five years.  Please 
see the table below for actual percentage of USG contributions to WFP on an annual basis 

WFP.  WFP delivered 2,405,957 MT of food aid over the past five years to Ethiopia, averaging 
481,191 MT per year of food aid.  The USG contributed an average of 69 percent of all total 
WFP food aid delivered over the past five years.  The current WFP PRRO supports the PSNP, 
relief needs, People Living with HIV and AIDS (PLWHAs), and the TSF program.  

Table 8. World Food Program Food Aid Deliveries to Ethiopia 2005-2009, MTs and 
Average USG Contribution in % 
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2005 2006 2007 2008 2009  Total 
MT 646,109 544,267 307,889 486,041 421,651 2,405,957 
USG % 83% 64% 64% 63% 63% 69% 
Source: WFP/Ethiopia

These deliveries include support for WFP's Targeted Supplementary Food (TSF) program, 
which targets moderately malnourished children under 5, and pregnant and lactating mothers in 
167 woredas.  The US$42 million annual program began in 2004, and reached 720,000 children 
and 420,000 pregnant and lactating mothers in 2008.  Although the TSF program reduced 
malnutrition in many of the targeted areas, there were high inclusion errors for the CSB/oil 
rations.  In a recent evaluation44 of the TSF’s impact on children’s nutritional status, many 
recommendations were offered to improve targeting.  USAID/FFP agrees with these 
recommendations by adding that the TSF needs to improve targeting, timely response and 
follow up, and USAID does not support the TSF program “except when it can reach vulnerable 
populations as a mechanism for relief assistance.”45  Further findings are discussed in Chapter 7. 

WFP and the GOE have also engaged in significant local purchase and redistribution activities.  
Local purchases of food for redistribution have normally varied between 50,000 MT and 150,000 
MT.  Under its local Purchase for Progress (P4P) program, WFP plans to purchase 4,000 MT of 
local beans and 10,000 MT of maize during FY10. 

WFP additionally implements a school-feeding program called Food for Education and Children 
in Local Development (FFE-CHILD) designed to increase enrollment and attendance in schools.  
FFE-CHILD currently targets 137 woredas in six regions (Afar, Amhara, Oromia, SNNP, Somali, 
and Tigray).  It provides 474,000 primary school students with a cooked meal at school46, and an 
additional 81,000 girls in pastoralist areas a take-home ration of eight liters vegetable oil per 
semester.  Enrollment rates and gender equity have both exceeded planned targets under FFE-

                                                
44
 Skau, J., T. Belachew, T. Girma, and B.A. Woodruff.  2009. “Outcome Evaluation Study of the Targeted Supplementary Food 

(TSF) Program in Ethiopia.” Ethiopia: World Food Programme.
45
 USAID/FFP/W email communication, 10/1/10

46
 Ration for WFP school meal includes 120 g. CSB/Famix, 6 g. veg. oil and 3 g. salt/child/day, and ration is provided for 176 

days/year.
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CHILD.  WFP reports there are no other major donor-supported school feeding programs in-
country.   

WFP also leads the Managing Environment and Resources to Enable Transitions to More 
Sustainable Livelihoods Through Partnership and Land User Solidarity (MERET-PLUS) 
program.  This program aims to help individual households combat shocks through improved, 
sustainable land management and increased water availability through community-based 
approaches.  GOE MoARD (Ministry of Agriculture and Rural Development) is MERET-PLUS' 
main partner.  Approximately 380,000 beneficiaries were reached in both 2007 and 2008. 

The World Bank.  The World Bank provided US$250 million to support Ethiopia's 2009/10 Belg 
and Meher seasons under its Fertilizer Support Project.  The parastatal Agricultural Input Supply 
Enterprise (AISE) was the main purchaser, with distribution of the resulting 600,000 MT 
accomplished through the cooperative system within the country.  This fertilizer contributed to 
the 2009/2010 harvest of 16.8 million MT, which was seven percent above the previous five-
year average, though still five percent below the bumper 2008/2009 harvest. 

4.2.2. MYAP Partners 

There are currently six Food for Peace-funded NGO partners, implementing eight Safety Net 
programs in Ethiopia:  CARE, Catholic Relief Services (CRS), Food for the Hungry (FHI), Relief 
Society of Tigray (REST), Save the Children Federation-UK (SCF-UK), and Save the Children 
Federation-US (SCF-US).  These USAID-supported partners implement the Productive Safety 
Net Program (PSNP), in collaboration with GOE counterparts and local partners.  USAID-
supported woredas account for almost 60 of over 230 woredas
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47 currently targeted under the 
GOE-led PSNP program.  In FY10, additional  funding from USAID could increase PSNP 
coverage to expansion woredas (in addition to the original woredas previously covered), and 
then increase the expected number of MYAP and Pastoralist Area Pilot (PAP) beneficiaries to 
2.326 million. 

CARE.  CARE’s MYAP activities are centered around the East Hararghe, West Hararghe, and 
East Shewa zones of Oromia Region.  CARE's PAP operation is in Dewe, in Afar region48.  
Overall, CARE serves nearly 330,000 beneficiaries in original, expanded, and PAP woredas.49   

CRS.  CRS’ MYAP areas complement CARE’s in East and West Hararghe, but also include 
parts of Arsi and East Shewa zones, in an arc within Oromia Region.  CRS and partner NGOs  
also account for roughly one-third of food aid received and distributed under the Joint 
Emergency Operational Plan (JEOP); WFP (World Food Program) accounts for the other two-
thirds.  CRS possesses the largest storage capacity of current MYAP partners, and serves 
340,000 MYAP beneficiaries in original and expanded woredas. 

                                                
47
 FAO/WFP Crop and Food Security Assessment Mission to Ethiopia, 2/26/10

48
 CARE  has one woreda, Dewe, in Afar Region, that it is responsible for under the Pastoralist Area Pilot.  The two other NGOs 

providing assistance under the Pastoralist Area Pilot are SC UK and SC US. 
49
 CARE and other NGOs provided assistance under original woredas for the first phase of the PSNP. ‘Expanded woredas’ refer to 

additional woredas added to the existing PSNP  original woredas to meet additional emerging needs, with contingency funds, per 
GOE determination.
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FHI.  FHI’s MYAP activities are located in five woredas and center on the South Gonder and 
North Wollo zones of Amhara Region.  The Organization for Rehabilitation and Development in 
Amhara (ORDA) is a significant Ethiopian partner NGO.  For 2010, FHI anticipates covering 
292,000 beneficiaries under the MYAP.
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REST.  REST’s MYAP activities are centered on the Central, Eastern, and Southern zones of 
Tigray Region.  REST is unique in that it is an indigenous NGO and has been a USAID 
Awardee since 1992.  REST’s total beneficiaries for the MYAP for original and expanded 
woredas are 705,000. 

SCF-UK.  SCF-UK MYAP and PAP activities are centered on the Wag Hemira and North Wollo 
zones of Amhara Region (in partnership with ORDA)and Zones 1 and 4 of Afar Region.  SCF-
UK’s MYAP and PAP beneficiaries for 2010 total 538,000. 

SCF-US.  SCF-US’ PAP activities are focused on the remote, southern Afder and Liben zones 
of Somali Region, and Borena zone of Oromia Region.  They work with partner NGOs and 
expect to reach 121,000 beneficiaries in 2010. 

Table 9. FY10 PSNP/PAP Approved Resources for Awardees/NGOs, by Expected 
Beneficiary Number* 

NGO/Awardee Regions Targeted PSNP PAP 
Total MYAP 
Beneficiaries 

CARE Oromia and Afar Region 313,000 17,000 330,000 
CRS Oromia Region 340,000 340,000 
FHI S Amhara Region 292,000 292,000 
REST Tigray Region 705,000 705,000 
SCF-UK  Amhara Region and Afar Region 453,000 85,000 538,000 
SCF-US’ Somali and Oromia Region 121,000 121,000  
Total 2,103,000 223,000 2,326,000 
Source: USAID/Ethiopia; *includes traditional and new woredas for awardees, and also includes contingency funding of 20%, 
beneficiary figures rounded to nearest thousand
 

4.2.3. Monetized Food Aid   

Most USG monetization experience in Ethiopia has been limited to oil.  From 2001 through 2009 
USAID Awardees acted collectively through a Monetization Management Unit (MMU) to 
procure, manage, and allocate goods and funds from monetizations.  Collectively, the MMU 
tenders accounted for about 90 percent of the country’s vegetable oil.51 Overall, 13,162 MT of 
vegetable oil was monetized through the MMU over the past five years (2005-9), averaging 
2,632 MT/year.   

                                                
50
 The original targeted beneficiary numbers were 195,000 for food, and 97,000 for cash; however, the GOE, in consultation with 

donors, decided to allocate food, instead of cash, to the intended cash recipients, bringing the total food beneficiary number up to 
292,000.  This decision was reached after realizing that recipients preferred food over cash, as local and neighboring markets did 
not have adequate food for purchase, and receiving food rather than cash meant a larger actual asset transfer, because the cash 
transfers lost value due to inflation.
51
 Interview with the former head of the MMU 
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The MMU was based at CARE and managed by a Cooperating Country National (CCN) familiar 
with local and international oil markets.  The MMU acted on behalf of the Safety Net partners 
selling lots of 555MT through a tender process every two months.  Forty to sixty companies 
competed in the auctions during this period.  Only 10-12 of those companies were active 
traders.  USAID has not financed a monetization in Ethiopia since the MMU’s last sale in 
February of 2009. 

However, the two most recent monetizations involve wheat.  The 2009 Bellmon analysis 
reported that domestic and international prices of wheat were not favorable for successful 
monetization over the last nine years.  That issue aside, USDA provided wheat for two 
monetizations in 2009—one by ACDI/VOCA and the other by The World Council for Credit 
Unions.  In April, 2009, ACDI/VOCA was awarded 20,000 MT of wheat for pastoralist activities 
in five regions of Ethiopia.  The wheat was delivered in two tranches.  The first tranche of 
12,500 MT was sold in April 2009, and the second tranche of 7,500 MT was sold in November 
2009. Both tranches were sold ex-Djibouti, with USDA reporting that proceeds for the wheat 
were in Ethiopian Birr.  People familiar with these two transactions noted that the monetization 
“did not go well” but would not provide further details.  The most recent monetization activity 
involves a USDA wheat shipment of 23,000 MT. The shipment was due to arrive May 11, 2010 
to be monetized for a World Council of Credit Unions agriculture finance program.  

USDA reports that it is still too early to know if it would fund activities via monetization in 
Ethiopia in FY11. USAID Safety Net partners reported that administrative funds to support their 
programs, typically provided by sales from the MMU, were adequate after the MMU's closure in 
June 2009  Funding for the final year of the PVO Safety Net programs will be provided in late 
2010. In lieu of monetization proceeds, a new resource known as Community Development 
Funds (CDF) is expected to be made available.ACDI/VOCA monetized 20,000 MT of wheat 
from USDA in 2009, and the World Council of Credit Unions (WCCU) expects to monetize 
23,000 MT of wheat from USDA by June 2010, with both monetizations occurring under the 
USDA/Food For Progress program.  ACDI-VOCA’s monetization has produced the equivalent in 
Birr of US$4.86 million for its livestock management program.  The WCCU's sale of wheat is 
expected to produce roughly US$8 million to support credit unions in Ethiopia. 

Table 10. Monetized Food Aid by Donor and Commodity in MTs 
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2005 2006 2007 2008 2009 Total 
USAID/CDSO 2,888. 2,574 2,673 3,751 1,276 13,162 
USDA/wheat 20,000 20,000* 
*does not include expected sale of 23,000 MT of wheat in June 2010
Source: MMU data provided through CARE/Ethiopia

4.3. Planned Initiatives 

This section outlines major initiatives affecting food security in Ethiopia which are known to be 
planned in the next one to two years. 
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FFP.  FFP will support three programs with Title II Food Aid for Development in FY10, providing 
a total of 483,782 MT of food to the PSNP, the PAP, and the JEOP.  Awardees and WFP will 
distribute the aid as shown in the table below. 

Table 11. Title II Program Requirements for FY10  
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Cereals Pulses Oil CSB Total tonnage 
MYAP-PSNP 118,548 11,855 3,556 0 133,959 
PAP 21,646 2,165 649 0 24,460 
JEOP 261,273 27,150 9,130 27,810 325,363* 
Total All Programs 401,467 41,170 13,335 27,810 483,728 
Source: USAID Ethiopia and USAID/FFP/W, and does not include direct contribution of 58,510 MT from USAID to WFP/Ethiopia for 
PSNP in 2010
* denotes carryover of 18,383 MT from FY09

PSNP/HABP.  The U.S. Government has committed to the Productive Safety Net Program, and 
endorsed the APL/PSNP-III in the September 2009 World Bank Executive Board Meeting.  This  
second phase of the PSNP (2010-2014) is the largest planned investment for the next MYAP 
cycle, and USAID Title II planned initiatives will therefore include Ethiopia PSNP participation.  
The second phase of the PSNP expects to reach 7.6 million people, with most of these 
beneficiaries being previous PSNP recipients.  The second phase of the PSNP will expand to 
300 woredas, and will include parts of Somali Region.  The PSNP will be complemented by the 
GOE Household Asset Building Program (HABP), which aims to diversify income sources for 
targeted households through the provision of credit by micro finance institutions.52 

The GOE expects to distribute 422,519 MT of food aid and EB2,673,325,000 (equal to US$2.14 
million at 12.5EB=US$1) through the PSNP in 2010.  Of this, USAID has committed to provide 
219,600 MT53 of food to the PVOs and WFP  Overall, the PSNP program for Ethiopia in 2010 is 
currently targeted to reach 7.6 million beneficiaries, including USAID-supported and GOE-
supported woredas, with the largest number of beneficiaries in Amhara Region (2.52 million). 

Further, the 5-year PSNP second phase (2010-14) is budgeted to cost US$2.26 billion.  Of this, 
expected contributions include USAID, the World Bank (DFID), CIDA, Ireland, the EC, 
Netherlands Development Association, WFP, and SIDA.  

IFAD.  IFAD will be supporting numerous multi-year interventions to improve food security in 
Ethiopia, including the Rural Financial Intermediation Project (US$88.7 million), the Participatory 
Small-scale Irrigation Development Program (US$57.8 million), the Agricultural Marketing 
Improvement Program (US$35.1 million), and the Community-Based Integrated Natural 
Resources Management Project (US$25.4 million). 

                                                
52
 FAO/WFP CFSAM, February 2010

53
 This tonnage includes carryover from the previous year; source USAID/Ethiopia and USAID/FFP/W-10/4/10 telcon.
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Chapter 5.  Adequacy of Ports, Storage, and Inland 
Transport 

5.1. Introduction 

This chapter reviews the adequacy of ports, storage, and inland transport for the purposes of a 
FY11 Bellmon determination for Ethiopia.  Findings are based on field visits to Djibouti Port and 
Berbera Port, visits in and around Addis Ababa, a review of secondary data and reports, and 
interviews with key informants. 

Djibouti Port, Berbera Port, and Port Sudan are all feasible options for food aid delivery to 
Ethiopia.  Currently, Djibouti Port is the port of choice for a majority of food aid shipments to 
Ethiopia, despite seasonal delays.  For FY11 shipments, the study team finds that Djibouti Port 
is a good primary port for USG food aid imports.  Berbera Port and Port Sudan are good 
alternatives for food aid destined to Ethiopia's eastern and northwest regions, respectively.  All 
three ports have adequate storage capacity for food aid imports.   

The Ethiopian truck fleet is ageing, maintenance/repair shops are limited, and extremely high 
tax rates prohibit the purchase of new trucks.  Furthermore, heavy trucks from Sudan cannot 
travel through Ethiopia; cargo must be reloaded onto lighter trucks at the border, which 
increases travel time.  Furthermore, if food is shipped via Gedarif to Ethiopia, there are no 
storage facilities at the border crossing of Metema.  Despite these setbacks, WFP has managed 
to transport food aid from Sudan to Gonder and Woreta, and it is possible to reach Mekele and 
Kombolcha as well. 

Although there is room for improvement, the GOE has made great strides in addressing many of 
Ethiopia's logistics bottlenecks.  Dry ports are being established at regional level to 
accommodate through bills of lading (TBLs) which accelerate port clearance procedures, and 
create employment opportunities in-country.  Trunk roads are being improved, as are secondary 
and tertiary road systems.  Customs procedures have been significantly streamlined and 
updated and comply with international standards, though are not yet fully implemented. 

The GOE is also taking steps toward improving the efficiency of their storage system.  
Sometimes fertilizer and commercial imports constrain Ethiopia’s large and well-developed 
national warehouse infrastructure, as detailed in this chapter’s “inland storage” section. 
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5.2. Ports 

5.2.1. Djibouti Port 

Ethiopia relies on the medium-sized Port of Djibouti for over 90 percent of its import and export 
cargo.
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54   

French Somaliland’s first governor established Djibouti Port in 1888.  Twenty-nine years later, 
the port was linked by railroad to Addis Ababa, Ethiopia.  The port is 910 km from Addis Ababa 
by asphalt road and 781 km by rail.  However, the railway is currently in poor condition with 
occasional service to Dira Dawa but not to Addis Ababa. 

The Government of Djibouti owns the port.  Dubai Ports World, based in the United Arab 
Emirates, manages the port, its Free Zone, the international airport, and all customs services.  
This agreement was reached in a 20-year contract signed between Dubai Ports World and the 
Government of Djibouti in 2000.55 

   Source: Djibouti Ports and Free Zone Authority

With the port and its related activities accounting for much of Djibouti’s formal economy, the 
effect of Dubai World’s private sector investment and management systems has been 
substantial.  Dubai Ports literature says that "Port and customs revenues have increased 
significantly, and shippers note striking improvement in the transparency and efficiency of those 
operations," a claim which is supported by anecdotal discussions with shipping and port 
professionals in Djibouti.   
                                                
54
 Tekle, 2009
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 Dubai Ports World, 2010
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The Ethiopian government has also made improvements in an effort to streamline import 
procedures.  

The port generally operates on a first-come, first-serve basis; however, as noted below, the 
GOE may prioritize fertilizer and other goods at times.  Food commodities, building materials, 
and fertilizer are the key bulk imports; these imports dominate berthing demands as well as 
inland-bound freight services. 

Seasonal increases in demand result in congestion of port operations (and transportation, as 
detailed later in this section) and Ethiopia's recent commercial development and increase in 
demand for building materials have added to this congestion.  Bulk grain vessels can wait up to 
three weeks before discharging cargo.  On April 11, 2010, there were nine ships waiting to dock 
at Djibouti Port.
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56  Not only do delays increase travel time, but demurrage rates also increase 
costs.57 

Fertilizer, a first-tier GOE priority, takes preference in terms of ship discharge, handling, and 
haulage capacity over food imports from December through the end of January.58  During these 
two months, fertilizer is imported in large quantities, significantly adding to port congestion.  In 
2010, the government facilitated the importation of over 500,000 MT of fertilizer from December 
through January.  A majority of the month of February is spent cleaning the discharge and 
handling facilities, limiting the bulk grain handling capacity and adding to port congestion.  Due 
to fertilizer prioritization in December and January, and the cleaning delays of February, 
discharge and inland grain delivery to Ethiopia (both commercial and donor food aid) is severely 
limited from December through the end of February.  See the Transport and Storage sections 
for details on how fertilizers impacts these two operations. 

Cement imports increased significantly in 2008 and 2009 due to increased demand within 
Ethiopia for cement (due to increased construction), and the closure of two leading Ethiopia 
cement producers due to reduced electricity supplies.  There were significant delays at Djibouti 
port in March-June 2009 due to increased cement imports, among other factors.  However, it is 
expected that 2010 and 2011 will be better in terms of reduced port congestion (specifically 
related to cement imports), due to Ethiopia’s increased capacity to generate electricity (and 
produce cement domestically), and decreased private sector construction within Ethiopia, linked 
to decreased availability of domestic credit.59 

Capacity.  Djibouti Port has a cargo handling capacity of six to eight million MT per year and a 
container handling capacity of three million MT per year.60  The port facility covers about 65 ha 
and the harbor has been dredged from 12 to 20 meters.  

Djibouti Port contains 18 berths with a total quay length of 2,829 meters and depths from seven 
to 18 meters.61  The general cargo facility contains eight berths with alongside depth from seven 

                                                
56
 Field visit, 2010

57
 Addis Fortune, 2009. “Congestion at Djibouti Port Makes Transport Cost Hit the Roof.”

58
 Tesfaye, 2009

59
 Email communication, GGray, 9/2010

60
 WFP Logistics Cluster, 2010
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to 12 meters.  There are two roll-on/roll-off berths with alongside depth of 11.5 meters.  The 
Bulk Terminal contains three berths with alongside depth of from 10.5 to 12 meters.  The 
Container Terminal has two berths with depth of from 9.5 to 12 meters.  The Oil Terminal has 
two berths with alongside depth of 18 meters.  

Bulk vessels use Berths 13, 14, and 15, which are all used exclusively for bulk cargo.   

Vessels should not exceed 200 meters Length Overall (LOA) and with limit drafts to 11.3 
meters.
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62  This enables more than one bulk vessel to be operated at the bulk berths. 

In summary, Djibouti Port has:  

· 8 conventional berths;  

· 3 bulk berths - 13, 14, 15; 

· 2 oil berths - at Doraleh Port; 

· 2 RO/RO berths; 

· 2 container berths x 400M total length;  

· 1 dhow berth 

Société Djiboutienne de Gestion du Terminal Vraquier (SDTV) Grain and Fertilizer 
Terminal.  Berths 14 and 15 handle all grain and fertilizer bulk shipments, and are under 
contract to SDTV, a privately-owned company with an exclusive concession to all dry bulk 
cargoes (grain and fertilizer) handled within Djibouti Port.   

The SDTV operation is modern and efficient by any port standard.  The company handles all 
cargo operations from the ship’s arrival until cargo is loaded onto trucks.  Because of demand, 
the SDTV facility is a "just in time" operation.63 

Bulk terminal specifications and services 

· Quay side draft berth 14/15 - 12 meters 

· Airdraft (for vacuvators) - 13 meters 

· Total length of berth 14/15 - 390 meters 

· Bulk ship unloading, bagging, and transshipment services 

· Bulk fertilizer storage capacity - 40,000 MT64 

                                                                                                                                                       
61
 World Port Source, 2010

62
 World Port Source, 2010

63
 “Just in time”: a way to minimize warehousing costs by having cargo shipped to arrive just in time for its use. This inventory control 

method depends on extremely reliable transportation. (American Association of Port Authorities).
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· Bulk grain storage capacity - 30,000 MT 

· Infestation and air pollution control systems and procedures 

· 24 hour operations (three shifts of seven hours, each with one hour of 
maintenance/refuel/prep work) 

Bulk terminal facilities and equipment 

· Bagging station - 12 bagging lines (12 to 15 bags of 50 kgs per minute per line) 

· 2 Vigan pneumatic ship unloaders for grain - average discharge capacity 
300MT/hour per unit 

· Conveyor system  with flexibility from vessel to silo; vessel to bagging; vessels to silo 
and bagging; silo to bagging 

· 1 grab crane with lifting capacity of 69 MT and operating a grab (hinged bucket 
scoop) of 21 MT per scoop with capacity of 600 MT per hour from vessel to conveyor 
system through shore-side hopper 

The SDTV bagging, loading, and truck dispatch capacity is up to 6,000 MT per day.
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65  To meet 
this target, all 12 bagging machines must be used for 21 hours with no breakdowns or 
maintenance, 200 x 30 MT capacity trucks must be ready to load, all paper work must be 
completed, and a full contingent of laborers must be ready.  If this pace could be maintained 
continuously for 365 days per year, the total tonnage discharged would be 2,190,000 MT and 
would require 73,000 truck trips.  

The average daily loading and truck dispatch rate for bulk grain food aid through SDTV 
terminals is 2,000-3,000 MT using six bagging machines.66  According to a WFP representative 
in Djibouti, congestion is increased by inadequate trucking capacity, long turn-around times, and 
changing loading priorities.  The WFP representative also emphasized the congestion that 
resulted from fertilizer deliveries and contributed to food aid delays. 

Ethiopia plans to import 750,000 MT of fertilizer for the 2010 planting seasons, according to 
CRS and WFP representatives.  The publication Addis Fortune cites this number at 820,000 
MT.67   As of March 2010, MoARD had imported 530,000 MT of fertilizer.68  In FY08/09, MoARD 
had planned to import 760,000 MT and actually imported 550,000 MT. 

                                                                                                                                                       
64
 Warehouses are specifically designated for fertilizer, as it is a chemical product.  (Vigan Engineering publication, 2006. “New grain 

and fertilizer terminal in Djibouti.”)
65
 Confirmed by WFP Djibouti Representative

66
 Interview with WFP Djibouti Representative, WFP Ethiopia Logistics personnel, and the chairman of the Ethiopia Freight 

Forwarders Association in Addis Ababa.  April 2010.
67
 Zenebe, 2010.

68
 Zenebe, 2010.
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Total grain import needs for Ethiopia during 2010 is expected at 1.16 million MT, including food 
aid.
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69  Given the high average daily dispatch rate of 3,000 MT (100 x 30 MT capacity trucks per 
day) from the SDTV bulk terminal, it would take 373 days to deliver this requirement to primary 
storage facilities and logistics hubs in Ethiopia.  However, Awardees should keep in mind that 
this timeline could be substantially affected if fertilizer imports dominate port operations from 
December-February and transport operations from March-June. 

Substantial changes in downstream operations are needed to complement SDTV operations, 
specifically in the transportation industry.  There are a limited amount of trucks available, and 
existing ones are aging; however, investing in new trucks is prohibitive because of heavy taxes.  
Furthermore, commercial transport is constrained by the GOE MOFED’s heavy taxes on vehicle 
imports.  More importantly, the Djibouti to Addis Ababa railway is decrepit and there are no 
regional links. 

Storage.  Djibouti Port contains ample storage for cargo.  It currently has 16 warehouses which 
have a total storage capacity of 250,000 MT (35,400 square meters of covered storage and 
63,500 square meters open storage). 

The port includes a 20,000 TEU (twenty-foot container equivalent unit) capacity and is ISO 
28000 compliant (International Standards Organization safety and security standard - ISO 
28000:2007 - specifies the requirements for a security management system, including those 
aspects critical to security assurance of the supply chain).  

Port storage, when available, is free for the first 30 days.  Quayside storage is possible.  Most 
berths, transit shed, warehouses, and open storage areas are served by rail.  Each of the 
general cargo berths and the coastal cargo berth has a transit shed ranging between 1,080 to 
4,900 square meters. 

The SDTV terminal has storage available for 30,000 MT of grain.  Ethiopia continues to suffer 
cyclical drought conditions70 and simultaneously strives to increase agricultural production.  A 
severe emergency situation in Ethiopia - such as widespread drought and crop failure - would 
significantly increase demand for commercially imported and donated grain.  SDTV would most 
likely need to increase its current capacity for such a situation.  In such a case, food aid donors 
may consider using other ports to avoid congestion as they have in recent years. 

The Free Trade Zone is a commercial area located near the port and Djibouti town.  It has 
124,037 square meters of storage area, mostly owned by the private sector.  It also contains 
land plots which can be leased for storage or establishment of industries/businesses.  Town 
storage fees are US$1.4 per MT per month, with shunting and additional handling costs 
excluded.  For storage in excess of 5,000 MT, handling agents must be advised in advance. 

As detailed in the following section on transport, Port Sudan is sometimes used as an 
alternative for Djibouti Port due to congestion.  In this case, storage can be challenging, as there 
are no storage facilities at Metema, the entry point to Ethiopia from Sudan, via Gedarif. 
                                                
69
 2010 FAO CFSAM

70
 Previously, these droughts were not well-recorded; recently, efforts have been made to track the drought cycles and conditions.
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Transportation.  Ideally, Djibouti port should have approximately 7,000 heavy trucks available 
to most efficiently transport its 11 million MT annual capacity.  However, many of these trucks 
are unserviceable, old, or awaiting parts and repair.  The average age of the fleet is about 20 
years old, and each truck typically makes two to three trips per month.  Ideally, the trucks could 
make four trips a month, but are delayed by frequent repairs, changing schedules, and GOE 
prioritization.  Service centers are limited; spare parts are sometimes available for older truck 
models and rarely available for newer models.  Furthermore, limited financing makes 
purchasing newer and more expensive trucks a challenge.  As noted earlier, GOE prioritization 
of fertilizer can affect transport efficiency.  In March and April of 2009, WFP rerouted vessels to 
Berbera port due to transportation backups at Djibouti.
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71  Also, Port Sudan is also used as an 
alternative when donors feel that Djibouti is too congested to handle their cargo in a timely 
fashion, though transport from Sudan to Ethiopia is more expensive than from Djibouti. 

The total loading capacity of the trucks operating along the Djibouti corridor is about 181,249 
MT.  Using a slightly generous assumption that each truck makes three trips from Djibouti to 
food aid hubs per month, their aggregate monthly carrying capacity is estimated at 543,747 MT. 

As shown in the figure below, the trucks operating in the Djibouti-hub corridor transported some 
5,388,121 MT in 2008/09, indicating an overall capacity utilization of nearly 83 percent.  
However, lower capacity utilization of 53 to 75 percent has been observed during July-
September, which is a slack season for import/export activities. 

Table 12. Seasonal Pattern of Vehicle Utilization (MT) 

No. 

Trade, 
investment 
and industrial 
goods 

Food aid 
and food 
related 
goods Fertilizers Total cargo 

No. of 
trucks 

Capacity 
utilization 
(%) 

1 January 303,391 141,358 7,127 451,876 969 83 
2 February 322,119 127,176 33,207 482,502 1,268 89 
3 March 366,345 99,170 51,270 516,785 782 95 
4 April 353,831 31,791 97,126 482,748 764 89 
5 May 331,116 26,870 121,267 479,253 617 88 
6 June 366,047 17,562 64,698 448,308 660 82 
7 July 246,007 44,493 207 290,707 1,436 53 
8 August 287,717 120,680 327 408,724 1,282 75 
9 September 263,608 110,337 224 374,169 1,358 69 
10 October 390,401 109,877 140 500,418 1,454 92 
11 November 302,139 165,620 1 467,759 1,234 86 
12 December 303,571 181,059 242 484,872 1,290 89 

Total 3,836,291 1,175,993 375,837 5,388,121 13,114 83 
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Of the total cargo transported in 2008/09 from Djibouti, trade, investment, and industrial goods 
accounted for about 71 percent, food aid and commercial import of food accounted for 22 
percent, and fertilizers represented seven percent.  Dry cargo transported in 2008/09 
substantially increased compared to previous years, as shown in the table below. 

Table 13. Volume of Dry Cargo Import/Export via Djibouti Port 
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Fiscal Year Import Export 

2004/2005 2,542,000 591,000 

2005/2006 3,955,000 675,000 

2006/2007 2,837,000 689,000 

2007/2008 2,802,000 663,000 

2008/9009 5,390,000 730,000 

Average 3,505,200 669,600 
Source: Ethiopian Maritime Affairs Authority, Ministry of Transport and Communications

Transport activities among different commodities vary from month to month, as shown below.  
Of particular importance is the rise of fertilizer transport and decline of food aid transport, both of 
which occur from April through June (as noted earlier, fertilizer imports also slow port operations 
from December-February). Transportation of food aid during these months would be quite 
difficult and expensive.   

Figure 6. Monthly Cargo transport from Djibouti in 2008/09 

Current haulage rates are about US$0.07/MT per km from Djibouti inland to Ethiopia storage 
hubs.  At this rate, delivery from Djibouti to Addis Ababa costs about US$60-65/MT, and a 
twenty-foot container (which is considered to be the equivalent of 20 MT) costs about 
US$1,300. 
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Ideally, if the SDTV maximum off-load rate of 6,000 MT per day could be maintained 
continuously for 365 days per year, the total tonnage discharged would be 2,190,000 MT.  This 
would require 200 x 30 MT trucks per day and 73,000 truck trips per year.  At current rates of 
nearly US$0.07/MT per kilometer, transport costs from Djibouti to Addis Ababa would be 
US$139,503,000.   

WFP reports that it occasionally moves food aid from Djibouti Port to Dire Dawa by rail, but poor 
railway conditions result in unreliable and inconsistent transport, which typically overrides any 
financial savings. 

Transport operations from Djibouti would improve if Ethiopia had a modern transportation 
system, including national rail and highway links, a new national truck fleet, and modern 
maintenance facilities.  These changes are most likely to result from a change in policy- 
especially tax reform.  Improved transportation would also require significant foreign exchange 
resources. 

As the transportation and logistics industries modernize in Ethiopia, alternatives to bagged grain 
transport will need to be considered.  These alternatives include bulk grain truck trailers and rail 
wagons and handling equipment, complemented by commercial storage silos located in urban 
areas, regional centers, and within dry port facilities. 

5.2.2. Berbera Port   

Berbera Port is a small port on the south shore of the Gulf of Aden, 240 km southeast of 
Djibouti, serving Somaliland and the eastern portions of Ethiopia.   

Berbera was the first capital and port of entry for British Somaliland.  The port was modernized 
in 1969 and extended by Russia and America during the cold war era.  The port and its 
surrounding area suffered extensive damage during the Somali civil war in the late 1980s and 
early 1990s.  In the early 1990s, the new Somaliland Government took ownership and 
management of the port.  See section 5.4.1 for further details on piracy threats for the region.  

Currently, Berbera Port has an annual port cargo capacity of 1.2 million MT.  In 2008, the port 
handled 680,096 MT and in 2009 imports reached 799,435 MT, according to Berbera Port 
Authority statistics.
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72  The port handled 10,789 container traffic TEUs (twenty foot equivalent 
units) in 2008 and 9,309 TEUs in 2009.73 
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   Source: Google Maps

WFP imported 98,000 MT of grain through Berbera during 2009, on non-US flag carriers.  Each 
ship carried about 25,000 MT. 

According to multiple sources in the Somaliland press, the MV Philadelphia, carrying 21,800 MT 
of USAID/FFP-funded grain for WFP distribution in Ethiopia, docked at Berbera Port on April 30, 
2009.  This was the first United States civilian flag carrier to dock in Berbera since 1999. 

Berbera is a major livestock export point for the region.  The Berbera Ports General Manager 
informed the Bellmon Team that, in addition to its cargo capacity, the port could handle up to 2.5 
million head of livestock per year.  In 2009, over 1.6 million head of livestock were exported 
from Berbera to Gulf States, mainly Saudi Arabia.  Half of these animals were exported in 
November to meet the demand of Hajj celebrations.  Since the port is very busy during Hajj, 
importers of food aid should plan their operations accordingly.   

The biggest drawback of Berbera Port is its limited capacity.  According to CRS, it takes about a 
month to unload a vessel carrying 25,000 MT at Berbera Port. 

Despite its rudimentary infrastructure, Berbera Port is more efficient than would be expected.  
Still, the port is in need of investment in infrastructure; with better infrastructure, the port could 
handle larger quantities and operate more efficiently.  Suggestions include 200 MT/hr quay-side 
grain handling equipment, a 20,000 MT flat silo, and six new bagging machines, along with 
short-term management and training.   

Bollore Africa Logistics (BAL) has been considering investment in Berbera Port and the 
Berbera-Addis Ababa transport corridor for over a year, and discussions continue.  BAL is part 
of the Bollore Group, a private French company with a history of investments in Africa.  The 
company would like to see investors such as the World Bank or the UN commit to road 
improvements to support BAL's possible future investment.  The cost needed to modernize the 
road from Port Berbera to the Ethiopian border is estimated at €100 million to €200 million 
(US$127 million to US$254, at a rate of €1 = US$1.27).
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Facilities.  Berbera Port can handle up to four bulk grain ships of 25,000 MT or less at the 
same time.  Off-loading and grain discharge facilities are rudimentary, which requires ships to 
use their own equipment to off-load.  There are no quayside vacuvators or silo facilities for direct 
discharge.  The port has a portable hopper which feeds three bagging machines.  Maximum 
bagging output is 1,200 MT per day.  More than one bulk grain ship arriving at Berbera would 
require ships’ own bagging machines. 

The last WFP shipment discharged at Berbera Port was 20,000 MT.  Cargo was bagged and 
loaded directly off the ship, and transported 480 km to the Ethiopian dry port of Shinile (Dira 
Dawa) in one month. 

Water depth at the bay entrance is 30 meters.  The port has more than 600 meters of quayside 
area, with quayside draft between nine and twelve meters.  Four ships of 25,000 MT capacity 
can berth simultaneously.  In 2009, Berbera Port serviced 494 vessels (307 ships and 187 
dhows).   

The quayside area includes terminals for containers and general cargo, office buildings, and 
warehouses.  

Services.  Services at the Berbera Port include:
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· Navigation aids  

· Communication stand-by 24 hours by radio operators on channel 16 

· Pilots available 24 hours 

· Constant port security and 24-hour gangway watchmen  

· Fire safety measures: crew with portable pumps, water-pumping station, tugboat with 
firefighting system 

· Mobile cranes, forklifts, tractor heads, and trailers  

· Fresh water supplied by mobile tankers 

· Fuel supplied by mobile tankers from oil terminal 

· Workshop for minor repairs to vessels and equipment  

It is less expensive to pay docking fees (US$2.00 per meter per day) and load for direct 
dispatch inland than to use Berbera storage facilities and handle multiple times.  In interviews, 
one company owner said, "Berbera is more efficient and cheaper than Djibouti."76 
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 Berbera Port Authority homepage, accessed April 2010.

http://www.berberaport.info/index.php?option=com_content&task=view&id=21&Itemid=26.  
76
 Djama Omar, owner of Omaar Group of Companies:  www.ominco.com

http://www.berberaport.info/index.php?option=com_content&task=view&id=21&Itemid=26
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Labor costs in Berbera for grain bag handling are US$0.50 per 50 kg bag per time handled, or 
US$10.00 per MT for initial loading only.  At this rate, the WFP shipment of 20,000 MT cost 
US$200,000 to dock, dispatch, and handle. 

US-Civilian Flag Ship MV Philadelphia docked at Berbera Port, Source: Halganews

Storage.  Berbera Port has limited storage capacity.  Port warehouse capacity is about 6,000 
MT.  The port also has two grain silos of 5,000 MT each; both remain unused.  Uncovered 
quayside space and container stacking space is much larger at nearly 40,000 square meters.  

Private sector warehouses in Berbera are new and have good capacity.  

· Omaar International warehouse capacity: 52,000 MT  

· Indo Dheero warehouse capacity: more than 25,000 MT   

· WFP warehouse capacity: 12,500 MT (25 Wiikhall and Ruubhall portable storage 
warehouses, each of which stores 500 MT) 

Most private warehouse capacity in Berbera is for company self-use, but with advance notice, 
these facilities can be rented.  Overall, when solely considering the use of Berbera Port, 
capacity and transport are more commonly constraints to import operations than storage. 

Transportation.  Almost all food aid from Berbera Port is loaded at quayside directly onto 
trucks.  Trucks typically carry 30 MT each, and have a double rear axle with fixed cargo bodies.  
They deliver to either Jijiga (316 km from Berbera) or Dire Dawa (480 km from Berbera).  
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Berbera Port Source: SPC

The Berbera corridor road is in fair condition, considering its age, from Berbera, through 
Hargeysa, to Nabadeed.  From Nabadeed, the road's condition deteriorates across the 30 km to 
the Tog Wajaale border.  The last 30 km of the road on the Ethiopian side of the border, from 
Jijiga to Tog Wajaale, is also in poor condition.
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77  Though transport from Berbera to storage hubs 
may be faster than Djibouti because of traffic conditions, the roads are poorer and less safe.78 

During heavy rains, parts of the Berbera corridor road may be impassable for one to two days.  
This is most likely during the rainy season, from April through May.  Heavy rains in the mid-
1980s destroyed all seven of the bridges between Berbera and Hargeysa.  Currently, all dry 
river crossings from Berbera to Nabadeed, 30 km north of Tog Wajaale, have excellent concrete 
drifts (dry river fords, level with the depth of the sand) with good approaches facilitating easy 
vehicle entry and exit. 

Despite an agreement between Somililand and Ethiopia to equally share the Berbera corridor, 
anecdotal evidence shows that Somaliland trucks typically dominate the route.79  Furthermore, 
Somaliland border points could be somewhat dangerous.  In 2008, the border at Togochale 
closed after a bomb attack in Hargeisa.80  Also, interviewees noted that Somaliland drivers are 
sometimes engaged in contraband activities. 

Delivery charges from Berbera to Jijiga are US$50.00 per MT and US$80.00 per MT to Dire 
Dawa.  This translates to US$0.16 to 0.17 per MT, per km. 

5.2.3. Port Sudan 

Port Sudan is a natural, medium-sized port located on a peninsula on the Red Sea's western 
coast.  The port handles most of Sudan's external trade.81 
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 Interview with Tog Wajaale authorities, April 2010.  
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 WFP, 2009. “Logistics Augmentation for Somali region operations”

79
 Interview with WFP representatives and local transporters, April 2010.

80
 ICRC (International Federation of Red Cross and Red Crescent Societies), 2009.  2008 Ethiopia Food Crisis Logistics Planning.

81
 World Port Source, 2010.
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The British established the port during the early 20th century to serve the railway running from 
the Nile River to the Red Sea.  Currently, the Government of Sudan owns the port.  Sea Ports 
Corporation (SPC), under the Ministry of Transport, manages it.
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An average of 1,220 ships uses Port Sudan each year.83  It has a capacity of eight million MT of 
bulk cargo84 per year and can handle 700,000 TEU (twenty foot equivalent units) each year.85  
The port is divided into three areas: North, South, and Green Harbor. 

 Source: Googlemaps

North Port.  The North Port has an annual throughput of five million MT which consists of bulk 
cargo, bulk edible oil, bulk molasses, and vehicles.86  It has 15 berths, with drafts ranging from 
eight to 15 meters and totaling 1,663 meters in length.  The North Port includes87: 

· Five cement silos with a total storage capacity of 90,000 MT 

· One grain silo with 50,000 MT capacity   

· Edible oil tanks with 60,000 MT capacity 

· Molasses storage tanks with 100,000 MT capacity 

· Mobile cranes with 20-60 MT capacity each 

· Harbor cranes with 65 MT capacity each 

                                                
82
 World Port Source, 2010.

83
  Abdelrahim, 2009. Page 19 

84
 Bulk cargo generally refers to grain and fertilizer.  General cargo is almost everything else that is not containerized.  

85
 UNJLC, 2004. Page 2. 

86
 Mansour, 2008

87
 Mansour, 2008.
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· Tractors, trailers, forklifts, trucks, and quay cranes 

The North Port of Port Sudan, looking east.  Source: SPC 

South Port.  The South Port handles containers, oil products, and bulk grain.  It was recently 
updated with equipment and berth extensions.
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88  South Port operational facilities include: 

· Four berths totaling 733 meters with an alongside depth of 10.7 to 12.6 meters89 
(three container berths and one grain berth) 

· One additional dedicated RO/RO berth90 

· Berth 15 can discharge directly from the hold to the silo.  It handles only bulk grains, 
is 198.6 meters long and has an alongside depth of 10.7 meters with proximate 
50,000 MT capacity grain silo91 

· Annual capacity of 400,000 TEUs92 

· The terminal is equipped with:93  

· Four ship-to-shore gantry cranes 

· Two mobile harbor cranes 

· Eleven rubber tired gantries  

· Container handling equipment including reach stackers, forklifts, trailers, tractors     
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The South Port.  Source: SPC 

The Green Harbor.  The Green Harbor is located on the east (seaward) side of the Port Sudan 
main quays.  It handles dry bulk (fertilizer and grains), seeds, and containers.
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94  The Green 
Harbor is the latest addition to Port Sudan and includes:95 

· Four berths with a total length of 1,200 meters and alongside depth of 14.2 meters 

· Accommodation for ships up to 50,000 MT capacity 

· Open storage area of 650,000 square meters 

WFP Operations in Port Sudan.  Port Sudan is the point of entry for the WFP operation in 
Darfur, which is currently the largest WFP operation in the world.  WFP handled over 80,000 MT 
of food aid destined for Ethiopia from May 2009 to March 2010.96  According to WFP 
representatives in Ethiopia, SPC may allow Ethiopian authorities to reserve port space in the 
future. 

Port Sudan handled over 1,500 WFP containers during 2009.  WFP works closely with port 
authorities; for example, the port authority donated a 100,000 square meter open container 
terminal space dedicated to WFP usage.  

WFP has a favored working relationship with SAYGA, a division of the DAL Group of 
Companies and the largest private sector importer of grains in Sudan.  SAYGA handles WFP 
bulk grain imports and also uses its silo to discharge WFP grain at negotiated rates, depending 
on ship cargo size.  

Storage.  With a strong private sector logistics and freight industry, Port Sudan offers adequate 
storage capacity and facilities.  Storage facilities in the port are adequate and modern.  The 
North Port has 27 warehouses with a total of 57,000 MT of covered storage.  The warehouses 
                                                
94
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can handle up to five million MT of bulk cargo per year.  The North Port has 120 privately-owned 
warehouses.  SAYGA owns its own bulk grain terminal and storage silos within the port area.  
Its silo capacity is 110,000 MT.  It also has a just-off port facility that can store a further 35,000 
MT.
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97   Another 100,000 MT in-port silo has nearly completed construction and has been leased 
by SAYGA.  WFP has rented private warehouse capacity of 200,000 MT in Port Sudan. WFP 
also stated that, on average,approximately 40,000 MT are available for storage at Port Sudan, 
through Emirates and Red Sea State Investment Company. This sum can vary throughout the 
year, depending on food aid and other humanitarian commodities shipped.  Further, WFP 
reported that “[Port Sudan] warehouses can be rented from private or government companies; 
condition is reasonably good and they are clean and there is no problem of labor.”  The Sudan 
Ports Corporation also mentioned that they are planning to dedicate space at Suakin Port (60 
kms. south of Port Sudan) for Ethiopian cargo.  

Usually, transporters avoid storage costs and transship bagged grain from truck to truck instead 
of offloading into warehouses.  If storage outside of Ethiopia is needed during transport from 
Port Sudan, Gedaref is an option.  Gedaref is a major sorghum-producing area and has 
adequate warehouse storage.  From Gedaref, cargo must be transshipped to smaller trucks 
before entering Ethiopia.  

Transportation.  Cargo is shipped from Port Sudan to Gedaref on Sudanese trucks with 
capacities up to 80 MT.  Grain cargo is then transshipped to trucks with capacities up to 40 MT 
because, due to road conditions, trucks of more than 40 MT capacities are not allowed to travel 
inside Ethiopia. 

In-land transport of food aid from Sudan is more expensive than from Djibouti; from Sudan to 
Kombolcha, transport costs about US$194.23 per MT, as compared Djibouti’s price of US$39 
per MT to Kombolcha.  For transport to Mekele, transport from Port Sudan costs about 
US$202.05 per MT, whereas transport from Djibouti costs about US$68 per MT. 

WFP delivered cargo from Port Sudan to the Ethiopian cities of Gondar and Woretta at the 
following costs:98 

· Port Sudan to Wereta (1232km): transport costs US$122/MT 

· Port Sudan to Gonder (1117km): transport costs US$113.30/MT 

Customs and procedures may slow operations and add to costs, especially during the beginning 
phases of transport. 

Cargo travelling from Port Sudan to Ethiopia is subject to a 15 percent VAT from Sudanese 
authorities.  This tax may be claimed back, but the process for doing so is unclear.99  All grain 
handled at Gedaref is subject to the Gedaref state tax which can be waived for cargo in transit 
to Ethiopia. 

                                                
97
 DAL Group 2008

98
 Naubuga, S., WFP, 2010.  

99
 Naubuga, S., WFP, 2010.  



Prepared by Fintrac Inc. 

 
Trucks moving cargo through Sudan to Ethiopia are under customs control and must travel in 
convoys.  This condition may be eased if arrangements are made with Sudanese Customs for 
control and inspection at transshipment points.
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Food in transit from Sudan to Ethiopia is subject to documentation such as Health Certificates, 
Plant Protection Inspection101, and Sudan Standards and Metrology Organization (SSMO) 
Inspection. 

Crew members travelling between Sudan and Ethiopia are required to have visas, which can be 
problematic since many truck crew members do not hold passports.  However, this condition 
can be eased with communication in advance.102  For example, WFP provides a list of truck 
registration numbers and crew names to the Ethiopian Embassy in Khartoum.  The Embassy 
then notifies immigration authorities to allow these crew members entry at the Ethiopia border.   

5.3. Inland Storage 

5.3.1. Introduction 

Ethiopia has been a food aid recipient for many years, and donors as well as authorities are 
accustomed to handling food aid.  Most years, the warehouse system has been adequate to 
store food aid; however, in 2009/2010, the untimely overlap of fertilizer imports and increased 
cement posed a challenge to food aid storage.  Thus, warehouse rates became competitive.  In 
2008, a 10,000 MT capacity warehouse rate averaged about US$2,600 per month; in 2009, this 
rate increased to about US$7,500 per month.   

A main factor behind the storage backups of the past year is the lengthy import paperwork 
process involved in fertilizer importation.  Importers of fertilizer- that is, the GOE or parastatals, 
as the Ethiopian private sector is not involved in fertilizer- hand off fertilizer imports to farmers’ 
cooperatives and/or cooperative unions.  In order for this to happen, the cooperatives must have 
access to bank credit.  Usually, the government helps enable the cooperatives to access this 
bank credit; in 2009/2010 this paperwork was not done far enough in advance.  Therefore, 
fertilizer imports had lengthier stays in warehouses as cooperatives waited to receive credit.103 

From 2008 to 2010, Ethiopia imported large amounts of food to help address the country’s 
production shortage.  These imports added to the demand for storage.  For example, a large 
amount of wheat was imported by EGTE, thus, EGTE could not offer as much warehouse 
capacity to NGOs as it had in the past.  

Efforts have been made by the government to plan, coordinate and monitor import/export 
activities in consultation with the various stakeholders, including WFP, CRS, EGTE, Agricultural 
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Inputs Supply Enterprise (AISE-engaged in fertilizer import), and others involved in the 
import/export of industrial and investment goods.  All stakeholders are required to submit their 
import/export plans, indicating the type of cargo to be imported, port of entry/exist and expected 
time of arrival of vessels. 

Stakeholders meet every Tuesday to prioritize cargo movement from port to the hubs and follow 
up the implementation.  In 2007, the Government established the Maritime Affairs Authority 
(MAA), under the Ministry of Transport and Communications.  The duties and responsibilities of 
the Authority include the following. 

· Ensure that the import/export process and movement of goods is economical and 
efficient; supervise, coordinate and render timely solutions to problems arising in 
the course of the operations; 

· Direct and coordinate efforts of the respective Government bodies to minimize 
the transit time of imports/export goods; analyzing and solve problems arising 
from the use of sea ports and negotiate on such matters, 

· Ensure the availability of its own berth at sea ports; develop the construction and 
expansion of services of dry ports, develop skills in negotiation of costs of transit, 
shipping of goods and other freight services in the course of import and export 
operations, 

· Strive for the strengthening of the national shipping carriers, supervising its 
activities, issue license and supervise bodies and persons engaged in sea and 
inland waters transportation services. 

CRS staff expressed overall satisfaction with the MAA, and were hopeful that storage conditions 
would improve in future years. 

Futhermore, the Ministry of Transport and Communications has commissioned a study on 
freight transport and logistics to formulate a strategic plan for the period 2010-2019.  The 
objectives of the study are:(a) to identify the cost component and major shortcomings of the 
freight transport and logistics services, (b) to propose intervention mechanisms and identify 
institutional, legal, and administrative measures that should be taken to raise the efficiency and 
reduce costs, (c) to identify key actors of the system (governmental and non-governmental 
bodies)that influence the level of efficiency of the freight transport system, (d) to clarify the roles 
played by the various actors –shipping lines, port authorities, custom offices, freight transport 
owners,  (e) to identify major logistics infrastructure in Ethiopia and indicate areas of concern for 
improving the system, (f) to recommend policy measures needed to improve the system in light 
of the identified gaps, and (g) to propose 10 year policy framework with action plan to achieve 
cost effective and efficient freight transport and logistics system. 

According to the MAA, a draft report of the study has already been submitted, and it is hoped 
that the findings of the study could serve as a basis for improving the entire supply chain in the 
coming 10 years. 

In Ethiopia there are eight major hubs for storing commercial and food aid shipments.  These 
include: Addis Ababa, Dire Dawa, Shashemen, Kombolcha, Mekele, Wereta, Shinile, and Jijiga. 
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Moreover, WFP has also established four temporary storage centers in the Somali Regional 
State: Hartishek, Degehabour, Gode, and Kebrideher.  The National Food Reserve is currently 
maintained at seven strategic locations: Nazareth, Shashemen, Wolayita Sodo, Shinile, 
Kombolcha, Mekele, and Wereta.  The total physical storage capacity in all of these locations is 
about 1,072,586 MT, of which 342,000 MT (32 percent) belongs to the Emergency Food 
Security Reserve Administration, 153,500 MT (14 percent) is owned by the Disaster Risk 
Management & Food Security Sector, 214,120 MT (20 percent) is that of WFP, and the 
remainder belongs to Ethiopian Grain Trade Enterprise (EGTE).  A dry port of 40 ha is being 
built at Shinile, close to the Djibouti - Addis Ababa Railway.  Though the port is not completed 
yet, it is being used.  This facility services the eastern regions of Ethiopia and receives cargo 
from both Djibouti and Berbera.  It has seven warehouses. 

5.3.2. Capacity 

The total handling capacity of the storage facilities in the different locations is estimated at 
3,371,258 MT/year.  The geographical distribution of the storage capacity is shown below. 

Table 14. Geographical Distribution of Storage Capacity (MT) 
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EFSRA 
Location 

EFSRA 
Physical 
capacity 
(MT) 

DRMFSS 
Handling 
capacity  
(MT) 

DRMFSS 
Physical 
capacity 
(MT) 

WFP 
Handling 
capacity  
(MT) 

WFP 
Physical 
capacity 
(MT) 

EGTE 
Handling 
capacity  
(MT) 

EGTE 
Physical 
capacity 
(MT) 

Handlin
g 
capacity  
(MT) 

Total 
Physic
al 
capacit
y (MT) 

Total 
Handling 
capacity  
(MT) 

1 Kombolcha 70,000 210,000 15,000 60,000 19,450 58,350 20,200 60,600 
124,65
0 388,950 

2 Mekele 45,000 135,000 10,000 40,000 20,500 61,500 10,000 30,000 85,500 266,500 

3 Nazreth 75,000 225,000 115,000 460,000 64,045 192,135 114,800 344,400 
368,84
5 1,221,535 

4 
Shashemen
e 22,000 66,000 45,000 135,000 67,000 201,000 

5 Shinile 31,000 93,000 31,000 93,000 

6 
Wolayita 
Sodo 52,000 156,000 10,000 30,000 62,000 186,000 

7 Woreta 47,000 141,000 47,000 141,000 
8 Dire Dawa 13,500 54,000 56,500 169,500 29,176 87,528 99,176 311,028 

9 
Addis 
Ababa 5,000 15,000 133,790 401,370 

138,79
0 416,370 

10 Jijiga 16,500 49,500 16,500 49,500 
11 Hartishek 15,700 47,100 15,700 47,100 
12 Degahabour 5,700 17,100 5,700 17,100 
13 Gode 5,000 15,000 5,000 15,000 
14 Kebrideher 5,725 17,175 5,725 17,175 

Total 342,000 1,026,000 153,500 614,000 214,120 642,360 362,966 
1,088,89
8 

1,072,
586 3,371,258 

% share 32 14 20 34 
DRMFSS-Disaster Risk Management & Food Security Sector     
EGTE-Ethiopian Grain Trade Enterprise     
EFSRA-Emergency Food Security Reserve Administration     
WFP-World Food Program     

There is adequate warehouse storage for relief agencies to store USG-supplied commodities, 
assuming fertilizer imports do not heavily overlap with food aid imports.  Warehouse capacity for 
relief organizations is driven by demand; warehouses are usually rented locally as and when 
needed.  The table below provides the gross storage capacity of current Title II Awardees and 
WFP; storage capacity is doubled to approximate handling capacity.  Because of the excess 
storage nation-wide and NGO/WFP previous experience in handling Title II commodities, no 



Prepared by Fintrac Inc. 

 
undue concern should be directed towards the small negative storage balance below for SC-
US.
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Table 15. NGO and WFP Gross Storage Capacities 

NGO 
Gross Storage 
Capacity (MT) 

Handling Capacity 
(MT) 

Title II Request 
(MT) Balance  

SC-UK  50,005 100,010 40,116 59,894 
CARE Ethiopia  39,800 79,600 19,351 60,249 
CRS  130,772 261,544 20,788 240,756 
REST 37,800 75,600 46,063 29,537 
FHI 21,000 42,000 19,802 22,198 
SC-US 3,500 7,000 12,299 -5,299 
WFP 197,150 394,300 33,910 360,390 
TOTAL 480,027 960,054 192,329 767,725 
Note: With the exception of CRS, none of these include JEOP tonnage capacity
Source: Authors, based on interviews with respective organizations in-country in April 2010, or though follow-up communications

ECX has approximately 102,000 MT of warehouse space across the country, but this storage is 
generally not available for food aid. 

WFP.  WFP uses a "hubs and spokes" distribution system nationally, based on existing 
transport links. Specifically for Somali region, it is based around five "hubs."  After inland 
storage at Jijiga or Shinili, food is transported to one of WFP's five storage "hubs" in Eastern 
Ethiopia, located at Gode, Kebridehar, Degahabur, Fik, and Warder.  Next, it is transported by 
local trucking contractor to "spokes,” and lastly to the final destination.105 

Food aid is then dispatched to several hundreds of primary distribution centers managed by 
regional bureaus for disaster prevention and preparedness as well as by NGOs.  The primary 
distribution points have been identified and determined based on their accessibility and 
availability of storage.  

Table 16. WFP Storage 

Location 

Number of 
Permanent 
Structure 

Number of 
Flowspans Number of Wiihalls/Rubhalls 

Total Capacity 
(MT) 

Addis Ababa 1 0 0 5,000 
Dire Dawa 11 0 0 56,500 
Kombolcha 3 8 8 19,450 
Mekelle 5 0 0 20,500 
Nazareth 12 0 3 64,045 
Jijiga 2 0 7 16,500 
Hartishek 4 0 9 15,700 
Degehabour 2 0 5 5,700 
Gode 1 0 8 5,000 
Kebridehar 0 7 7 5,725 
Total 41 15 47 214,120 

                                                
104

 In follow up correspondence, SC US' Addis office confirmed that they did not anticipate any problems throughout the calendar 
year with storage of Title II commodities for their PAP program in Oromia/Somali Regions.
105

 Cames 2009
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EGTE.  The WFP and DRMFSS use the warehouses for their own operations, but EGTE and 
EFSRA’s stores can be temporarily used by other organizations depending on the availability of 
excess capacity. The EGTE, for example, has some 750,000 MT storage capacity all over the 
country, of which 362,966 MT is located in the major storage hubs mentioned above.  At 
present, EGTE’s storage rental rates are US$2,527/month for a 5,000 MT warehouse and 
US$3,610/month for a 10,000 MT warehouse.  Assuming stock turnover of three times per year, 
storage rental rates could range from US$ 0.036-US$ 0.050/MT. 

Since EGTE’s annual volume of domestic grain purchase does not exceed 70,000-80,000 MT, 
some of its storage facilities in the hubs are usually rented out to different organizations, 
including WFP and ECX.  However, it still has unused capacity in some locations that could be 
utilized. 

For example, EGTE has under-utilized storage capacity around the Shashemene area, such as 
those at Arsi Negele, Aje, and Alaba.  The storage capacity in these locations can be 
temporarily used for storing food aid shipments destined for final distribution in the southern 
parts of Ethiopia, including southern parts of Somali Region where SC-USA operates.  Other 
under-utilized storage capacity of EGTE is located around Nazreth-Etheya, Debrezeit, and 
Mojo, which are 40-45 km from the Nazreth hub.   

EFSRA.  Although the EFSRA is expected to hold a maximum of 405,000 MT of food as an 
emergency reserve to serve about 5.4 million needy people for about six months, its grain stock 
are continuously used by different organizations including WFP, NGOs, and DRMFSS, in the 
form of returnable loans.  Thus, EFSRA’s monthly stock levels in the various locations have 
never exceeded 200,000-250,000 MT.   

In 2009, CRS handled about 227,000 MT of food aid (for both its PSNP operations as well as 
other food aid for other NGOs), and reported few operational issues.  When CRS needed 
additional storage, they were able to use EFSRA’s warehouses, free of charge. 

As shown in the table below, EFSRA’s overall storage capacity utilization ranged from 25 
percent to 60 percent in 2009, varying by location and month.  EFSRA’s capacity utilization 
during August-December, when food aid shipments from Djibouti increase, was about 44 
percent.  At Shashemene, which is the nearest hub for SCF-USA operational areas in southern 
parts of Somali Region, the storage capacity utilization was relatively high compared to other 
locations.  Yet, some 30 percent of the total storage capacity at Shashemene could have been 
temporarily used by NGOs, including SCF-USA.  As mentioned earlier, EGTE also has some 
20,000 MT of under-utilized storage capacity at Aje, Alaba, and Arssi Negele, which are located 
in the vicinity of the Shashemene hub. 

Table 17. Monthly Warehouse Capacity Utilization by the EFSRA 
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Month Kombolcha Mekele Nazareth Shashemene Shinile 
Wolayta 
Sodo Woreta Total 

Jan-09 34,694  13,708  41,320  12,484  12,905  12,706  550  128,367  
Feb-09 42,709  25,354  40,886  12,484  19,407  24,997  5,377  171,214  
Mar-09 50,382  32,913  30,250  15,686  27,770  37,673  10,529  205,203  
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Month Kombolcha Mekele Nazareth Shashemene Shinile
Wolayta 
Sodo Woreta Total

Apr-09 52,444  26,588  33,847  11,148  29,727  37,907  10,767  202,429  
May-09 18,947  12,506  30,681  27,698  34,643  124,475  
Jun-09 12,528  11,781  29,417  13,253  27,819  29,827  12,699  137,324  
Jul-09 4,875  1,054  23,568  7,501  20,069  20,505  6,916  84,488  
Aug-09 41,110  1,054  47,624  7,501  19,815  20,547  12,538  150,190  
Sep-09 28,529  5,161  31,154  12,218  4,637  9,347  19,577  110,622  
Oct-09 24,900  23,379  35,349  15,729  8,483  25,907  19,577  153,325  
Nov-09 23,046  21,642  36,556  15,934  6,832  27,231  19,577  150,818  
Dec-09 21,208  19,319  28,707  15,934  3,107  27,231  33,741  149,248  
Physical storage capacity (MT) 70,000  45,000  75,000  22,000  31,000  52,000  47,000  342,000  
Source: Author’s compilation, based on EFSRA’s monthly stock status reports

A World Bank Study carried out in the PSNP pastoral areas in 2007 (Productive Safety Net 
Program Pastoral Areas Food Management Capacity Assessment), shows that the PSNP 
woredas supported by SCF-USA (Filtu, Dolo Odo, and Dolo Bay) normally obtained their food 
shipments from the Shashemene hub.  These woredas are 470-724 km from Shashemene, and 
poor road conditions challenged transport.  Many of the primary food distribution points in these 
woredas were only accessible during the dry season.  Because of poor road conditions, 
transporters may not be willing to transport food aid from Shashemene to these locations.   

However, limited storage may be available Filtu, where SCF-USA stored about 950 MT, 500 of 
which was in a 500 MT rub hall.  Still, given the high influx of Somali refugees, limited storage 
capacity at Filtu, and poor road conditions, additional storage facilities of about 5,000 MT may 
be needed at Filtu or at a nearby town that is relatively better in terms of security.  

EDPE.  A new dry port is available in Mojo, as the first of five planned dry port construction 
projects, all of which resulted from a study conducted by the Ministry of Transport and 
Communications.  The study suggests that mainland dry ports will reduce port congestion and 
reduce warehouse and storage fees.106 

The Mojo Port is managed by the Dutch-based maritime firm Steder B.V. Liner Agency.  The 
firm will manage the port for three years, according to contract signed with Ethiopian Dry Ports 
Enterprise (EDPE) in 2009.  Furthermore, the contract states that the firm will import heavy duty 
cargo and container-handling equipment, including a gantry crane and heavy duty forklifts.  The 
dry port totals 61 ha and is currently establishing facilities to match those of conventional sea 
ports, including customs, packaging, containerization, and inland shipment services.  To date, it 
has two large warehouses, as well as offices for banks, insurance, and maritime transit 
operators.  EDPE is also constructing a second dry port in the new capital of Afar Region, 
Semera, which is 558 km north-east of Addis Ababa.  The port is expected to open by the end 
of 2010.107   

5.4. Inland Transportation 

In Ethiopia there are some 65,534 trucks of varying carrying capacity, and 6,028 of them, which 
have a minimum loading capacity of 18 MT each, are allowed to operate along the Djibouti 
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 Deresse, 2010
107

 Yewondwossen, Muluken.  Capital Newspaper. “Next year could see most container traffic handled by 
Mojo.” 

http://www.capitalethiopia.com/index.php?option=com_content&view=article&id=12049:next-year-could-see-most-container-traffic-ha
http://www.capitalethiopia.com/index.php?option=com_content&view=article&id=12049:next-year-could-see-most-container-traffic-ha
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corridor.  The remaining 59,506 trucks (with loading capacity of up to 18 MT each) are mostly 
engaged in intra-country cargo movement.  The size distribution of the country’s cargo trucks is 
shown below. 

Table 18. Size Distribution of Cargo Vehicles in Ethiopia 
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Category 

No. of public 
commercial 
vehicles 

No. of private 
commercial 
vehicles 

Total No. of 
Vehicles 

Carrying 
capacity (MT) % Share 

<= 7 MT 28,905 7,189 36,094 126,329 21 
7.1 - 12.0 MT 9,699 716 10,415 104,150 17 
12.1 - 18.0 MT 12,338 659 12,997 194,955 32 
18.1 - 30.0 MT 2,264 23 2,287 50,314 8 
>= 30.0 MT 3,480 261 3,741 130,935 22 
Total 56,686 8,848 65,534 606,683 100 
Source: Ethiopian Maritime Affairs Authority, Ministry of Transport and Communications

The Ethiopian Railway Corporation (ERC) was formed in 2007 with a mandate to build a 
national railway and provide light rail to Addis Ababa.  A contract was given for rehabilitation of 
the Djibouti to Addis railway, but work stopped when initial study results showed that an entirely 
new rail system would be more cost-effective in the long-term.  Studies are underway to design 
a new system which will have higher speeds and larger tonnage capacities than the 
rehabilitation of the current system.  This is part of a proposed national railway network of 
5000km.  China has agreed to construct a 656 km section of the railway.  

Although Internal Transportation, Storage, and Handling (ITSH) is paid for by food aid donors, 
local transporters must still buy new or used trucks, tires, spare parts and fuel, all of which 
require scarce foreign exchange to import.  A thorough road transport study is beyond the scope 
of the present study, but would be of benefit for forward planning and possible implementation 
of the private sector driven changes in policy mentioned previously. 

5.4.1. Pirates 

Somali pirates have gathered significant media attention in recent years.  Most pirate attacks 
have occurred along the eastern Somali coastline, in the Indian Ocean, and along the coast of 
Yemen in the Gulf of Aden.  To date, pirates have not taken ships close to Djibouti, Berbera, or 
Port Sudan, and have not stopped shipping operations in the Gulf of Aden or the Red Sea.  
Djibouti, Somaliland, and Sudan governments have a strong "anti-pirate" stance, and the US, 
France, and several other EU nations have a significant security presence in Djibouti.  Pirate 
attacks are not foreseen as a threat to food aid being shipped to Ethiopia. 

However, insurance rates and shipping costs in the Gulf of Aden have risen since the pirate 
attacks. The cost of kidnap and ransom insurance in 2009 was 10 times more expensive than it 
was in October 2008 for ships transiting the Gulf of Aden.108 Coverage of US$3 million (for the 
ship and the crew for a maximum of five or six days) now comes with an estimated premium of 
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 Business Insurance News,2009. “Piracy driving up kidnap and ransom rates: Aon”  
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US$4,000 to US$5,000. Ransom is expected as a general cost among insurance and shipping 
companies, and rates in all shipping sectors have risen accordingly.
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5.5. Conclusion 

For the purposes of the FY11 Bellmon determination, the study team finds that Djibouti Port is a 
good primary port for USG food aid imports.  USG food aid destined for Ethiopia is given 
priority, and the port is currently the port of choice for a majority of food aid shipments to 
Ethiopia.   

Djibouti will continue to be the port of choice in spite of its congestion, which is largely caused 
by Ethiopia's growing demands on Djibouti Port as well as Ethiopia's customs procedure 
implementation and transport policies.  A small and ageing truck fleet, often controlled by 
government priorities, and delays with customs processing procedures, were the most quoted 
reasons for clearance delays and long delivery lead times by those interviewed in logistics and 
related industries.  

Port Sudan is a viable option for deliveries to north western Ethiopia, while Berbera is an 
excellent option for eastern Ethiopian food aid deliveries, particularly to Somali Region.  

Port Sudan is arguably the most efficient port of the three and its national heavy truck fleet is 
very responsive and modern.  Sudan has a thriving private sector and aggressive service 
providers.  However, the weight restrictions on Ethiopian roads (as discussed above) raise 
transport costs and delivery time.  If cargo is headed south of Gonder, costs will further 
increase, as there is only one road in good shape, which follows a long and indirect path to 
Addis.  Again, Ethiopian customs and cross border entry procedures and the ageing Ethiopian 
truck fleet slow down the process.  A rail link from Gedaref to Gonder should be a bilateral 
consideration. 

Berbera Port is the smallest of the three and in need of upgraded infrastructure and machinery.  
However, the port functions with ingenuity to maintain efficiency 

Somaliland has an adequate truck fleet that assures timely delivery from Berbera to eastern 
Ethiopia.  As with Djibouti, operations would benefit from a liberalized transport sector.   
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Chapter 6.  Monetization Analysis 

DISCLAIMER 
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Fintrac’s Bellmon Analysis for Ethiopia was originally drafted and submitted to USAID on 
May 28, 2010.  The draft report was based on field visits conducted throughout the 
country for three weeks in April 2010 and further analysis, interviews and data collection 
through the month of May 2010.  Since report submission, two major macro-economic 
changes have affected Ethiopia:  the contraction of the global wheat supply and 
subsequent price increases beginning in August 2010, and the 20 percent devaluation of 
the Birr to the US dollar in September 2010.  These factors have not been updated or 
incorporated into this report and, therefore, the report’s conclusions and 
recommendations related to market/macro-economic analysis and monetization may 
warrant modification to address the impact of these events.  An updated analysis will be 
completed shortly and released by USAID/FFP.   

6.1. Introduction 

The goal of monetization is not only to fund development programs,110 but also to “promote low-
cost, competitive food markets by encouraging investment in transportation, infrastructure and 
human capital (traders, entrepreneurs),” through the distribution of the monetized product.111 

Challenges to monetization abound—so much that some NGO partners in Ethiopia no longer 
want to participate.  Monetization requires substantial knowledge of local markets and extensive 
management capacity, in addition to being inherently risky—from procurement and shipping 
risks, to commodity-related financial trade risks, to potentially impacting local markets in 
negative ways.  This section of the Bellmon analysis is meant to inform USAID in its 
determination of the appropriateness of monetization in Ethiopia during FY11.  

The following section covers four critical areas of this inquiry: First, how appropriate is 
monetization for Ethiopia during FY11?  Second, if monetization is appropriate during this 
period, which commodities are most appropriate to monetize?  Third, what is the approximate 
maximum tonnage feasible for monetization for each commodity?  And last, are there special 
considerations (e.g., sales platform or timing of sales) that should be taken into account when 

                                                
110

 According to the “CRS Report for Congress: Agriculture: A Glossary of Terms, Programs and Laws 2005 Edition” Monetization, — 
A P.L. 480 provision (section 203) first included in the Food Security Act of 1985 (P.L. 99-198) that allows private voluntary 
organizations and cooperatives to sell a percentage of donated P.L. 480 commodities in the recipient country or in countries in the
same region. Under section 203, private voluntary organizations or cooperatives are permitted to sell (i.e., monetize) for local 
currencies or dollars an amount of commodities equal to not less than 15 percent of the total amount of commodities distributed in 
any fiscal year in a country. The currency generated by these sales can then be used: to finance internal transportation, storage, or 
distribution of commodities; to implement development projects; or to invest and with the interest earned used to finance distribution 
costs or projects.
111

 USAID 1998 Monetization Field Manual  



Prepared by Fintrac Inc. 

 
undertaking monetization in Ethiopia?  The content of this analysis is broken into three core 
sections: initial commodity selection, commodity-specific market analysis, and monetization 
recommendations. 

6.2. Initial Commodity Selection 

The Bellmon team performed a desk review to identify an initial set of commodities for study in 
this report.  The selection is based on available trade statistics, previous Bellmon studies, 
review of other relevant country reports, and field visits.  For the purposes of this study, a 
commodity was selected for review and possible recommendation following six “tests”: 

1. Eligibility for export from the US
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2. Eligibility for import to the recipient country 

3. Significance of domestic demand113 

4. Domestic supply shortfalls are filled through commercial imports and food aid 

5. Presence of adequate competition for the commodities 

6. Expectations that fair market prices can be obtained114 

US Export and Average Import Level Tests.  Based on the value of imports of the last five 
years (average), and excluding those items not on the FFP import list (palm oil, malt, 
hydrogenated oils), the table below lists the seven food products with five-year average import 
values greater than US$5 million and which appear on the FFP list of products eligible for 
monetization.  

Table 19. Average Import Volumes for Select Commodities  
Product Average Value (‘000s) of Imports (2003-2008) Commercial imports? 
Wheat*  $  241,257 Yes 
Sorghum**  $    15,102 No 
Soya-bean oil***  $    13,398 Yes 
Lentils  $      7,832 No 
Peas  $      7,429 No 
Rice, milled  $      6,688 Yes 
Maize flour****  $      6,370  No 
Source: Comtrade
*Includes both hard and soft wheat durum, ordinary and meslin
**While there have been no recorded commercial and official sorghum imports, field interviews suggest informal and commercial 
trade in this commodity
***FFP list includes vegetable oil
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 This “test” implies that it is also on the FFP/OFDA list of approved commodities for monetization
113

 This threshold is set at in the following way: Average import levels for the past five years must be greater than US$5 million and a 
regular portion of these volumes must be commercial imports. A threshold is set to ensure efficiencies in the funding of Awardee 
programs.
114

 Implicit in the above six bullets is that the destination market must be able to absorb the volume of monetized commodity in 
question without “substantial” disruption. Recent precedent follows a ten percent rule—that is, “substantial” disruption to the market 
is assumed not to occur below a threshold of 5 percent of the production of any particular commodity. We will follow this convention 
throughout this analysis.
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****FFP list includes numerous corn products, including corn bulk, bagged and in cornmeal

Three of the seven commodities (peas, lentils, and maize flour) are not imported commercially; 
rather, they are imported strictly as food aid, which excludes them from further consideration in 
this report.  This Bellmon analysis therefore considers wheat, sorghum, vegetable oil, and 
milled rice as potential candidates for monetization in FY11. 

Eligibility for Import Test.  None of the commodities discussed in this report are specifically 
barred from import into Ethiopia.  There are at least four relevant obstacles relating to the import 
of commodities on a commercial basis.  First, foreign exchange regulations administered by the 
National Bank of Ethiopia (NBE) are opaque, heavily politicized, and cumbersome.  Second, 
importing and/or distributing in Ethiopia, whether at the wholesale or retail level, is limited to 
domestic investors.  Third, as of September 2009,legislation has introduced extensive labeling 
requirements that effectively prevent the importation of GMO products.  Last, the monopoly 
power of the State in service areas, especially shipping, continues to be a major impediment to 
the timely and efficient import of commercial food and agriculture commodities, including key 
agriculture inputs.
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Foreign exchange restrictions.  The most commonly cited challenge to international trade in 
Ethiopia is scarce foreign exchange.  Without these foreign exchange restrictions, commercial 
imports would likely occur in some if not all of the commodities discussed in this chapter.  
However, as these restrictions do exist, monetization may be a useful tool for USAID and local 
users or processors of these commodities.    

Without access to foreign currency, buyers of goods and services are not able to translate their 
demand into actual purchases.  For this reason, effective demand estimates for commercial 
imports listed in this report are likely to be underestimates of actual demand. 

According to field interviews, the scarcity of foreign exchange is exacerbated by political (as 
opposed to price-based) rationing of foreign exchange reserves.  The National Bank directives 
regulating access to foreign exchange require foreign applicants to comply with numerous and 
burdensome documentary requirements, depending on how the foreign supplier receives 
payments.  During the team’s field visits, members of the private sector reported that importers 
who do not also export tend to be denied access to foreign exchange, including the right to use 
supplier credits or foreign loans to finance imports.   

A list of “essential goods” developed by the Ministry of Trade and Industry theoretically allows 
importers of these goods priority access to foreign exchange.  Wheat and palm oil are included 
on this list, but not soybean oil.  Inputs important for agribusinesses ranging from fertilizer to 
irrigation equipment remain heavily restricted, according to interviewees.  

The GOE has strictly rationed foreign exchange and closely monitored the black market for the 
last few years.  By doing this, the GOE has been able to run large current account deficits (by 
drawing down foreign exchange reserves) without depreciating the Birr. The effect has been to 
create a wedge between many domestic and international prices where arbitrage is not taking 
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 This monopoly does not apply to food aid but does apply to most commercial imports.
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place. While the GOE allowed the Birr to sharply depreciate in 2009 with less than one month of 
import cover following the sharp increases in global commodity prices,
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116 notwithstanding this 
change in policy, interviewees noted with near unanimity that access to foreign exchange 
remains almost completely blocked. 

The official Birr exchange rate has depreciated by more than 30 percent against the US dollar 
over the course of the last year.  Recent analysis117 suggests that the exchange rate will continue 
to depreciate, which will increase exports and decrease imports, thus building scarce foreign 
exchange reserves.  An increase in foreign exchange will likely result in reduced foreign 
exchange restrictions for the private sector, making the commercial purchase of imports such as 
wheat or vegetable oil a real possibility.   

Import and distribution is limited to “domestic investors.”  By law, importing is limited to domestic 
investors.  Wholesale and retail trade, as well as distribution, are also limited to domestic 
investors.  All import trade is reserved for domestic investors except material inputs for export 
products and a limited number of non-agricultural commodities.  Foreigners can become 
“domestic investors” by first becoming “foreign investors,” then applying for domestic investor 
treatment. This must be followed by obtaining a business license, permitting them to engage in 
the business of importing. The level of difficulty inherent in this process is particularly relevant 
for processing businesses such as flour mills or oil refineries that may be attractive to foreign 
investors and which have the capacity to eliminate Ethiopia's dependency on certain types of 
food aid. Interviews with private traders suggest that this process tends to be ad-hoc, opaque 
and difficult to navigate.  

Access to finance is severely limited.  Access to finance is a leading impediment to the 
agriculture sector, this year more than ever.  Following massive inflation in 2008 and into 2009, 
Ethiopian authorities imposed strict quotas on the amount of private lending. Interviews with the 
private sector across the economy report the same thing—access to finance is nearly always 
listed as the top constraint expanding their business. According to the World Bank, Ethiopia 
ranks 127th out of 182 countries in the ease of getting credit.

118
 

In the agricultural sector, the problem is even worse.  No bank in the country loans more than 
eight percent of its portfolio to the agriculture sector, despite the fact that the sector employs 
nearly 80 percent of the population and accounts for more than 40 percent of GDP.  Farmers, 
traders, cooperatives, and other players in local agricultural value chains noted their diminished 
ability to engage in arbitrage across time or space based on their lack of credit.  Producers also 
reported a reduced ability to buy inputs for the 2010 planting season based on the tight credit 
situation. 

Significance of Domestic Demand Test. To warrant importation and sale of monetized food 
aid, both local dietary preferences and available market information must strongly suggest that a 
commodity is consumed in significant amounts (i.e., there is significant demand), and that 
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national production is insufficient to meet the demand (i.e., there is insufficient national supply to 
meet demand).  National demand is estimated based on the latest five-year overall supply trend, 
equivalent to the sum of domestic production, and net trade.  Monetized commodities should not 
be imported in amounts that exceed five percent of domestic production. 

Table 20. Initial Selection of Commodities Based on Tests 1-4 
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Product 
Deficit in 
Ethiopia? 

Sufficient 
import value to 
meet MYAP 
financing 
needs? 

Sufficient 
commercial 
imports to 
justify 
monetization? 

FFP Eligible for 
monetization?119 

Are there policies, 
regulations or 
practices that may 
complicate importation 
of product? 

Wheat Yes Yes Yes Yes No 

Soybean Oil Yes Yes Yes Yes 
Yes, 2009 Biosafety 
Proclamation  

Rice Yes Yes Yes Yes No 
Sorghum Yes Yes No Yes No 

The table above summarizes each of the first four tests. The remainder of the analysis will focus 
on the ability of local markets to absorb wheat, vegetable oil, rice, and sorghum, and if so, in 
what volumes in addition to the critical issues raised by tests 5 and 6, in terms of adequate 
competition and expectation of fair price.   

6.3. Market Analysis - Wheat 

6.3.1. Supply Summary 

Ethiopia consumes large quantities of wheat.  The FAO estimates that 4.28 million MT of wheat 
will be consumed in Ethiopia in 2010, more than any other cereal in the country and nearly 36 
percent more than teff.  Over the last five years, the majority of wheat consumed in Ethiopia 
came from local production, EGTE imports, and significant food aid imports.  Commercial 
imports of wheat tend to be limited by the general difficulty in accessing foreign exchange by the 
private sector.  FAO estimates wheat production of 3.24 million MT for 2010, which would result 
in a domestic shortfall of 1.04 million MT.  
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Policies
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Figure 7. Ethiopia Wheat Supply 

Domestic Production.  Wheat is produced across most of Ethiopia, but more than 50 percent 
of the national wheat crop is produced from only six zones (Bale, Arsi, West Arsi, West Shewa, 
East Gojam and South Wollo).    

Figure 8. Wheat Production Zones ( % of Total Production) 

Source: CSA Statistical Bulletin, No.417

Ethiopia produces both hard and soft wheat and is the second largest producer of wheat in sub-
Saharan Africa, following South Africa.
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120  Ninety-eight percent of this production is forecast to 
come from the Meher harvest (in October and November).121  Over the last five years, wheat 
production has trended upwards in response to high nominal prices, increased areas sown to 
the crop, and increased availability of inputs, as shown in the previous figure titled “Ethiopia 
                                                
120

 White, J.W., D.G. Tanner, and J.D. Corbett. 2001. An Agro-Climatological Characterization of Bread Wheat Production Areas in 
Ethiopia. NRG-GIS Series 01-01. Mexico, D.F.: CIMMYT. 
121

 Meher crop production is measured from August through February.  Meher rains account for90-95%of production.  Wheat, teff, 
barley, and other short cycle pulses and oilseeds are planted at the beginning of the Meher rains.  Meher season crops are brought 
to market during November, December, January, and February.
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Wheat Supply.”  Estimates suggest that the wheat produced is equal amounts Durum and 
Bread wheat, with smaller quantities of Emmer and Polish varieties also grown.
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122   

6.3.2.  Competitive Environment   

Like many crops in Ethiopia, marketing of wheat remains limited as a proportion of total wheat 
produced.  It is estimated that 75 percent123 of the wheat produced remains at the village level 
and never reaches formal markets.  The remaining 25 percent, or approximately 809,000  MT, is 
marketed for consumption by both rural and urban households, and increasingly for mills for 
flour production.   

Millers prefer hard wheat but are often unable to source it locally. For this reason wheat is 
considered a particularly interesting candidate for monetization. Small-scale farmers and traders 
deal in both hard and soft wheat, but tend to mix them before reaching the end market. 
Commercial producers and state farms tend to produce hard wheat, but account for no more 
than two percent of total national production.124  This is a major challenge for millers, who prefer 
to use hard wheat.  Millers reported that they continue to operate with soft wheat in the absence 
of larger quantities of hard wheat.125  When hard and soft wheat are mixed, millers reported that 
they treat and pay for the locally-produced commodity as if it were soft wheat. Companies 
making pasta are more challenged by the scarcity of local unmixed hard wheat.  In the absence 
of hard wheat, they either make an inferior product with soft wheat or stop pasta production 
altogether. Soft wheat is preferred for making flour for cakes and pastries. 

There are approximately 100 flour mills in Ethiopia, whose capacities vary substantially.  The 
highest concentration of flour mills is in Nazret, with approximately 200 MT combined 
throughput of wheat per week.  Countrywide, five of the largest mills have an annual 
requirement of approximately 30,000 MT of wheat, while at least 20 smaller mills utilize 10,000 
MT each annually.  The remaining operations utilize varying amounts of wheat, averaging 
approximately 1,500 MT each.126   

The FY08 and FY09 Bellmon analyses reported that “Isuzu traders” had become the market 
makers in the domestic wheat market.  In FY10, actors in the wheat market all pointed to EGTE 
as the strongest force in the market.  Multiple sources also noted the “proliferation” of new flour 
mills.  Aggressive pricing strategies are being used by new market entrants to gain market 
share, despite the already thin margins and low capacity utilization rates in the business.   

The Role of EGTE.  EGTE’s expanded role in the economy has increased uncertainty and 
created disincentives for production and marketing of wheat. Producers and traders of wheat 
interviewed during the course of this assessment consistently noted the difficulty of competing in 
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 Tesfaye, Teklu. Institute for Agriculture Research. “An Overview of Tef and Durum Wheat Production in Ethiopia”. No date. 
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 Gebremeskel Desallegn FY 2007 Title II Bellmon Monetization and Distribution Study, January 2007 and field interviews with local 
producer groups
124

 USAID Ethiopia FY2009 Bellmon Analysis.  
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 According to the FY2009 Bellmon, “Prior to 2008, external trade in wheat has been very limited. Commercial imports of a hard, 
high-protein wheat have been made annually by a consortium of large mills to formulate a pasta grist. Sourced from Australia and 
Russia, the total is less than 1 percent of overall wheat consumption and typically in volumes of 15,000 to 20,000 MT per annum.”
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 USAID Bellmon Estimation for Title II, Food Aid Impact Analysis: Ethiopia. April, 2009.  
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a market where the state run entity imported such large volumes and sold at prices substantially 
below local market prices, often with little warning. Since 2007, EGTE has imported 
approximately 850,000 MT of wheat from Bulgaria and Romania.
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127  Despite producers and 
traders counting on EGTE as a major buyer, due to EGTE’s large purchases on the international 
markets, the government entity stated that it will not buy on the open market in FY10.  Their last 
shipment of soft wheat is expected to arrive in Djibouti early June 2010.  At the time of this 
report, EGTE reports that they do not plan any market interventions for the foreseeable future, 
with prices near optimal in their estimation.   

EGTE stocks have grown substantially over the last year: EGTE had 88 MT of local and 80,440 
MT of imported wheat stocked in April 2009.  Their stocks have since grown to 1,624 MT of 
local wheat and 213,856 MT of imported wheat (140,000 MT are currently in transit).  In 
2008/2009, EGTE sold wheat for US$200/MT less than market rates in an attempt to stabilize 
local markets.  According to producers interviewed for this report, this consumer-oriented 
intervention “wrecked the market.”  Despite complaints from producers, EGTE’s stabilization-
related imports appear to be driving at least some portion of wheat producers out of the wheat 
business.  Monetizing wheat before EGTE's stocks are depleted may further disrupt local 
production and marketing of wheat. 

6.3.3. Monetization Past Performance 

A comparison of Addis wheat prices and calculated IPP is shown in the figure below. Also 
included in the figure are the prices achieved by the USDA-funded, ACDI/VOCA-implemented 
monetization from calendar year 2009. 

Figure 9. Comparison of Addis Wheat Prices with Calculated IPP  

Source: USDA, EGTE
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 This figure was provided directly by EGTE. Ethiopian customs reported 787,416 MT of wheat from Bulgaria and Romania during 
2008 and 2009.  
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The domestic wholesale price of wheat in Addis is compared with the IPP of hard red wheat ex 
Addis and ex Djibouti.  The IPP is listed ex Addis and ex Djibouti based on the fact that the two 
most recent monetizations were sold ex Djibouti.  Ex Addis is also listed given the possibility of 
monetizing with a through bill of lading to Addis (or other final destination).  The two most recent 
monetizations (sold ex Djibouti) are plotted on the dates which they occurred.  From the figure 
above, four key points are clear: 

1. World and Addis wholesale prices both increased markedly starting in the middle and 
latter part, respectively, of 2007.  Both world and Addis wholesale prices peaked in early 
2008 and bottomed out towards the end of the first quarter of 2009. 

2. Import parity prices ex Addis and domestic wholesale prices have not exceeded a 10 
percent variance since September 2009. 

3. Addis wholesale prices exceeded prices ex Djibouti by 20-40 percent between April 
2009 and April 2010 (the same window in which USDA monetized wheat ex Djibouti). 

4. Prices achieved from the last two USDA monetizations were approximately 21 and 31 
percent, respectively, below ex Djibouti import parity prices (i.e., the point of sale).  
Neither USDA nor ACDI/VOCA provided this team with the name of the buyer, so it was 
not possible to verify the final destination of the wheat.  If the buyer was in fact Ethiopian 
and had to pay taxes and transport costs on this wheat, the relevant comparison would 
be ex-Addis.  In that case, prices achieved were 33 and 44 percent below IPP, 
respectively. 

It is difficult to predict the future nature of the domestic wheat market.  However, on the 
international market, wheat prices are expected to rebound from an extended decline relating to 
increased global production in 2009. A simultaneous downward pressure on local markets is 
likely to prevail over the same period given anticipation of a stock release by EGTE and/or 
private actors.  A downward trend in the price of wheat on the domestic market may be limited 
to the extent that millers have the ability to absorb more product than they currently consume. 
This, in turn, is dependent on local credit conditions. With domestic credit conditions expected to 
improve in late 2010 and early 2011, millers may be in a strong position to buy more wheat, 
limiting the fall in the price of wheat on the domestic market predicted above.   

In such a circumstance, the spread between IPP prices and local prices will continue to exist, 
but barely, leaving only a narrow window of opportunity for the monetization of wheat. This 
estimation aside, recent reports of being unable to purchase inputs for the next planting season 
due to the tight credit situation has producers worried about the next harvest—and the upward 
pressure on prices that this may cause. All things equal, the tight credit situation may actually 
open a window to future wheat monetizations, guided by IPP cost estimates. 

6.3.4. Modalities and Other Important Considerations for Monetization 

“Please tell your government not to sell more wheat in Ethiopia until our stocks have been 
depleted!” 
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--Head, Cooperative Union Bure, Ethiopia 

At the time of writing, the "window" for monetization is exceedingly small based on the IPP 
benchmark (i.e., two ETB/quintal as of April 30th). However, despite the lack of a clear 
monetization window for wheat, the following section considers the potential modalities of a 
USAID monetization of this commodity.  The large and below domestic market price sales by 
EGTE in 2007-2009 provided, according to most market participants, a strong disincentive to 
production and marketing of wheat, and a model for what donors would want to avoid in future 
monetizations. The USG should avoid distorting market incentives by (1) ensuring that 
commodities are sold within a 10 percent margin of estimated IPP; (2) timing the call forward 
and sales such that tenders do not occur where stocks are high, or where domestic supply 
generally exceeds demand; and (3) coordinating sales with other donor food aid disbursements. 

According to the most recent FAO estimate, local demand exceeds domestic supply of wheat by 
approximately 1.04 million MT.
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128 Based on interviews with millers, importation of wheat would be 
commercially viable provided sufficient access to foreign currency.  However, there is no 
expectation that such access will improve in the near term.  By allowing millers to purchase 
needed wheat inputs with local currency, monetization may prove useful in filing this gap in a 
way that does not disrupt local markets. 

Trade theory and empirical evidence suggests that protecting industry from imports promotes 
the inefficient use of resources and the stunting of national competitiveness in any given sector.  
If undertaken properly and in reasonable volumes, monetized goods sold at or near the import 
parity price will create a disincentive effect no more substantial than that expected from normal 
commercial trade flows.  Using the Bellmon rule of thumb129 that monetizing less than five 
percent of domestic production is an acceptable market intervention, the impact of monetizing 
wheat would not be expected to create a substantial disincentive to either local production or 
marketing of that commodity.     

Whether USAID hopes to support farmers, urban consumers, or millers needs to be part of the 
decision to monetize.  Each group has distinct and competing interests.  Millers of wheat stand 
to benefit from the monetization of wheat.  Producers and their associations remain steadfastly 
against the introduction of more supply into the Ethiopian market.   

6.3.5. Recommendations  

Given the strong demand for hard wheat from millers, monetization of a small volume relative to 
the domestic market may be expected to have only a minor impact.  Given a domestic 
production level of 3,236,000 MT, a monetization of 27,000 MT would represent less than one 
percent of domestic production or just over three percent of marketed production estimates.  
Sales of this volume would raise US$10 million at April’s exchange rate and price of wheat. 
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 FAO, WFP.  2010. Crop and Food Security Assessment Mission to Ethiopia.  Rome.
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 The other commonly used rule of thumb is based on a maximum of 10% of the average commercial import volume.  Here, we use 
5% of domestic production because effective demand for commercial imports of wheat is well below actual demand for commercial 
wheat imports due to foreign exchange restrictions and limited access to credit. See the BEST Pre-MYAP Monetization Analysis 
Methodology for more information on the 10% rule of thumb.
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To minimize the possibility of market disruptions, those responsible for the monetization would 
need to market the commodity over a period of no less than six months (preferably between 
April and September
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130) in a manner that accurately reflects current import parity prices.  It is also 
essential for the monetization to use a marketing channel that will build the long-term viability of 
the wheat value chain, by promoting competition, grading, and standardization. 

Given the uncertainty regarding wheat prices and the expected effect on the local market, it is 
recommended that any wheat intended for monetization be of a higher quality than that currently 
available in the market.  This will maintain clear product differentiation and help to ensure that 
demand for monetized wheat remains constant.  Millers and traders indicated a willingness to 
pay premiums between 5-25 percent above what they currently pay for higher protein hard 
wheat. Such wheat is currently available in limited volumes (some of which is distribution wheat 
from FFP).  To ensure miller participation in the monetization, it is important to supply high 
quality Hard Red Winter Wheat of bread-making quality with protein content of 12.5 percent or 
above.  The monetization of wheat of this quality will complement the substantial domestic 
demand that is not filled by local production or by imports, so that the risk of sales at a price 
below IPP will be greatly reduced. 

In the recent past, wheat has been monetized in large lots on an ex-Djibouti basis.  Ongoing 
issues of port congestion in Djibouti make near-term monetizations ex Djibouti a second-best 
alternative.  Instead, it is recommended that wheat be delivered to Nazret and/or Addis on a 
through bill of lading for sale on an ex-warehouse basis. 

It is important to balance the need for efficiency in large lot size monetization with the goal of 
development via the sales channel.  Moreover, the lot size for monetization needs to reflect the 
financial and storage capacities, as well as reflect utilization rates of the main market for hard 
wheat (i.e., millers).  The study team recommends working with the Ethiopian Commodity 
Exchange (ECX) to place lots on the market via a (required) broker. A nominal fee of no more 
than two percent of the sales price is charged for their service. Utilizing ECX as a mechanism 
for monetization has the potential to become a low-cost method of monetization that builds the 
capacity of agricultural institutions in Ethiopia. Importantly, sales through the ECX, by their 
nature, will reflect the fair market price for monetized commodities.  Moreover, the ECX offers a 
level of transparency that past tenders were not able to achieve. This approach also benefits 
from abundant and quality storage within the ECX warehouses.   

A lot size of 10,000 MT represents a year’s throughput for the bulk of medium-sized flour mills in 
Ethiopia. With current stocks already high, and credit short, few millers would be able, let alone 
willing, to purchase such a quantity. Interviews with millers indicated that the maximum tonnage 
that would consistently attract competitive bidding amongst the industry is 1,000 MT. Given the 
near absence of a market for grain on ECX at the time of writing this report, the study team 
recommends that any monetizations which do occur start with lot sizes no larger than 50 MT 
and gradually increase this amount as the market shows capacity to absorb and compete for 
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Berbera need to be considered prior to monetization and any related call-forward.



Prepared by Fintrac Inc. 

 
this product. As credit conditions return to some level of normalcy, larger lot sizes can be 
considered a more viable alternative.  

Lot sizes of 50 MT are recommended. Interviewees suggested that between five and 15 millers 
would be likely to bid in these quantities, increasing the likelihood of a competitive bidding 
environment and market development. Lot sizes up to 1,000 MT are recommended, but only 
after the market is clearly primed for it. Over the course of the six-month period suggested 
(April-September), it would be necessary to hold approximately 20 auctions, offering 27 lots at 
each auction (assuming 50/MT each). Actual lot size and numbers and auction frequency would 
in practice be modified in the light of experience.  

A Memorandum Of Understanding (MOU) would need to be developed with ECX regarding the 
modalities of such monetizations. USAID Awardees can use a recent MOU developed for WFP 
as a guide. 

Currently, there are few buyers of wheat on the exchange. Volumes traded tend to be around 
five MT, substantially smaller than the quantities the study team proposes for monetization. Part 
of the monetizing entity's job will be developing demand on the exchange through ECX 
promotion, and by initially offering small quantities to build trust and confidence in the system. 

ECX requires sellers to deposit commodities in ECX warehouses, where the commodities are 
then graded, sorted, cleaned, and stored in exchange for warehouse receipts. After three 
months, the quality of grain remaining is automatically downgraded and warehouse receipts 
devalued. To avoid such losses, the quantity of wheat deposited with ECX needs to be 
restricted to that which can be readily sold within the three month time-frame.  Therefore, if 
monetization does go forward, a decision on how much to bring into the country at any given 
time needs to be weighed against the very serious issues of the calculated pace of sale. 

6.4. Market Analysis - Sorghum 

6.4.1. Supply Summary 

The supply of sorghum in Ethiopia comes almost exclusively from domestic production and is 
grown by small-scale farmers. The 2010 CFSAM report estimates 2010 production at 2,251,000 
MT for 2010, 99 percent of which will come from the Meher.  As discussed further in Chapter 7, 
sorghum is consumed primarily in rural areas and is considered a Giffen good (i.e., people 
consume less sorghum as their income increases).
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Sorghum is produced across much of Ethiopia. Production is concentrated in North Gondar in 
Amhara Region, North West Tigray, and Eastern Hararghe in Oromiya Region.  East and West 
Hararghe produce regular surpluses for sale into Afar and Somali Regions. North Gondar 
supplies Tigray. Surplus production from Jimma and North Shewa is mainly traded through 
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 Tafere, Kibrom, et al. 2006.  “Cereal Consumption Patterns in Ethiopia: An Analysis of the 2004-05 Household Income 
Consumption and Expenditure (HICE) Data” IFPRI.  
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Addis Ababa. Surplus production from Illibabor is generally consumed within the immediate 
area.  

Official import volumes of sorghum are limited. In 2008 and 2009, sorghum was imported in lieu 
of wheat during the height of the food crisis based on cost considerations. Imports and exports 
of sorghum are minimal, though field interviews suggested that informal flows between Sudan 
and Ethiopia do occur. Ethiopian Customs reports no commercial trade in sorghum over the 
previous five year period.  Commodities that have no history of commercial trade would usually 
not be chosen for the monetization analysis.  However, the team chose to include sorghum in 
this monetization analysis because field interviews suggested that sorghum is unofficially traded 
through commercial channels.    

Sorghum varieties planted across Ethiopia tend to be from traditional, unimproved, seed lines. 
Formal breeding of sorghum in Ethiopia is said to date back at least 30 years, but distribution 
and uptake of new varieties continues to be a challenge. Notwithstanding the challenges, the 
parastatal Ethiopian Seed Enterprise (ESE) distributed nearly double the amount of seed in 
2009 compared to 2008. More than 150 MT of improved sorghum seed was distributed by ESE 
in 2009, compared to 79 MT in 2008 and 28 MT in 2007. Sorghum is used for a variety of 
purposes that include food, fuel, livestock feed, and housing material.  It is generally considered 
the second best grain for making injera. Interviewees noted that injera made with sorghum 
doesn’t store as well as that made of teff, however. 

Figure 10. Domestic Sorghum Consumption 

Sorghum is a long-cycle crop and hence its production occurs mainly in the meher season. 
Production has increased from less than 1,800,000 MT in 2004 to 2,251,000 MT predicted for 
2010. Cooperative unions interviewed during this assessment attributed the increase to 
favorable prices over the last five years and the resulting increase in area under cultivation. The 
CSA estimated that approximately 1,500,000 ha were planted in 2008 and 1,400,000 in 2009. 
The CFSAM estimates that the area under production will increase somewhat to 1,447,400 Ha 
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in 2010. The area planted to sorghum for the meher season declined in 2009 reportedly due to 
poor belg rains, making germination more difficult.  

Figure 11.  Sorghum Production Zones (Percent of Total Production) 

Source: CSA Statistical Bulletin No. 417

6.4.2. Competitive Environment 

Ethiopian customs data report total inflows of sorghum, including food aid, at 252,697 MT and 
69,770 MT, respectively.  Informal flows were reported via Metema and North Gondar.  Recent 
literature on the subject suggests that sorghum exports may also flow through Humera and the 
Somali Region.
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Figure 12. Comparison of Addis Sorghum Prices with Calculated IPP 

Source: EGTE and FAO 
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Traders and producers of sorghum reported that the market for sorghum consists almost 
entirely of small retail outlets selling to domestic and local consumers.  The BEST team 
recorded no evidence of large-scale buying other than EGTE, who occasionally buys or sells 
sorghum to meet government price targets. The grain is most sought after in Afar and Harerge 
regions of the country. Similar to wheat, the majority of sorghum produced in Ethiopia never 
reaches formal or distant markets.   

A comparison of Addis wholesale prices since 2003 with calculated IPP are displayed in the 
figure above. Prices for sorghum ex Addis and ex Djibouti are compared with wholesale Addis 
prices reported by EGTE. Four points are clear.  Addis sorghum prices were near equivalence 
with IPP prices through the third quarter, 2008. Prices rose dramatically, in line with IPP, until 
the beginning of 2009.  Starting in September, 2008, domestic sorghum prices began to exceed 
IPP prices by a considerable margin. Using IPP as the benchmark, a substantial window for 
sorghum monetization exists. However, this window appears to be closing with local prices 
falling and international prices rising.   

USAID Awardees distributed substantial volumes of sorghum in FY08 and FY09 when adequate 
supplies of wheat could not easily be sourced. During this period, approximately 59 percent of 
USG food aid was in sorghum, large by historical standards. Sorghum was never monetized in 
Ethiopia due to unfavorable domestic and international prices as well as the lack of commercial 
trade in the product.  

6.4.3. Recommendations 

While prices are now favorable, it is the opinion of this team that the lack of large buyers and 
lack of commercial import demand would make monetization sales prohibitively difficult for 
Awardees to raise the funds needed for implementation.  Therefore, this team does not 
recommend sorghum for monetization in Ethiopia.  

6.5. Market Analysis - Edible Oil 

6.5.1. Supply Summary 

Ethiopia consumes substantial volumes of edible oil, including palm, linseed, cottonseed, neug 
and a blend of locally produced oilseeds. In 2010, local experts including the former head of the 
MMU and the relevant oil associations, estimated consumption at approximately 250,000 MT. 
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 While numerous well informed local experts estimate 250,000 MT of Ethiopian edible oil consumption in 2009, our team believes 
this figure is significantly underestimated. In 2009 alone, Ethiopia imported 204,000 MT of edible oil and produced an estimated 
275,257 MT in local edible oil leading the team to believe that consumption levels were probably greater than 400,000 MT in 2009. 
Poor data and data collection methods make precise reconciliation of these figures almost impossible.
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Figure 13. Vegetable Oil
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134 Production Supply and Trade 

In addition to own production and trade of oil, Ethiopia receives large amounts of food aid in the 
form of oil on an annual basis. In 2009, for example, Ethiopia received 20,799 MT of food aid in 
the form of oil.135 Data from the 2000 census reveal that large gaps exist between urban and 
rural consumption of oil. In urban areas, consumption averages 5.62 litres per year. In rural 
areas the amount is estimated at 0.9 litres per year.136 Oil usage also varies substantially across 
seasons—during the period of lent for Christians and Ramadan for Muslims, consumption of oil 
increases substantially due to the dietary customs of each group. 

Figure 14. 2009 Production of Oil Seed by Volume (MT) 

                                                
134

 Within the context of the Ethiopian FY10 Bellmon analysis, vegetable oil refers to refined, vitamin A fortified soybean oil, which 
has been imported by FFP for the CSs and WFP for more than ten years, both for monetization and for distribution. Due to the 2009 
passage of the Biosafety Proclamation, should USAID decide to monetize oil in FY10, consideration needs to be given to the new 
law and any relevant implementing regulations relating to it. 
135

 This is an average based on slightly varying figures provided by USAID, AMEX, WFP and the IGC. 
136

 Data based on the 2000 CSA survey. Results reported in USAID report “Feasibility of Monetizing Degummed Crude Soya Oil and 
Soya Beans in Ethiopia.” December, 2006.  
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Ethiopia is also a traditional producer of oil seeds and edible oil derived from these seeds, 
producing crops such as cottonseed, linseed (flaxseed), niger seed (neug), rapeseed, safflower 
and sesame; groundnuts (peanuts) are also grown and used to produce oil in limited quantities. 
The vast majority of the production occurs during the meher harvest.  Together niger, linseed, 
rapeseed, and cottonseed make up the majority of vegetable oil production accounting for 84 
percent of domestic oilseed production. Sesame accounted for more than half of the total value 
of oil crop production for 2009, with most of this production destined for export markets. 
Production of oilseeds is most intensely concentrated in northwest Ethiopia, with volumes of 
linseed coming from the central-eastern parts of the country as seen in the figure above, 
showing the most important crop type by woreda, with and without staple crops included.  

Table 21. Ethiopian Oil Seed Production 2005-2010 (‘000s MT) 

*All values are in (000s) MT 

**Author’s Estimate  

Unlike the other commodities discussed in this report thus far, producers of edible oil seeds 
market most of what they produce. In 2006, for example, it is estimated that producers marketed 
more than 80 percent of their crop. Of the marketed crop, nearly three quarters was used 
domestically, with the remaining portion exported.
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138 In 2009, oilseeds took over from coffee as 
the leading foreign exchange-earner for the country.  

Domestic oilseed production stagnated from 2005-2008 then increased substantially in 2009. 
See table above. Interviewees attributed the 2009 production figures to good weather and 
increased area planted due to high prices in 2008 (see the figure below, “Wholesale Prices of 
Oilseed, Ex Addis”). Current forecasts suggest that production will again revert back to 2008 
levels due to below average belg rains.  Of the 922,000 MT of oilseed produced in 2009, and 
subtracting out sesame and soybeans due to their typically small role in domestic oil production, 
the volume of oilseed available for the domestic market was estimated at 688,143 MT in 2009.  
This would have been sufficient to produce approximately 275,257 MT of edible oil.139  

                                                
137

 Cotton seed production figures are not tracked in Ethiopia. Estimates are approximate based on interviews with the GM of the 
largest cotton producing company in the country. Variation in production over this period was said to be “minimal”.
138

 USAID “Feasibility of Monetizing Degummed Crude Soya Oil and Soya Beans in Ethiopia.” December, 2006.
139

 Local experts suggested that depending on the type of equipment being used, crush rates vary between 30-45 percent.  For the 
purpose of this analysis, we have used the 40 percent rule of thumb set by USDA to calculate the 275,257 MT figure.   

Oilseed 2005 2006 2007 2008 2009 2010** 
Niger 183 144 145 156 192 186 
Flax 151 126 107 138 156 127 
Ground Nuts 20 34 49 31 47 34 
Sunflower 6 6 6 4 8 5 
Rapeseed 33 26 27 45 45 41 
Sesame 110 149 136 109 321 354 

Fenugreek 10 8 15 19 38 19 

Soy Beans 1 5 3 2 15 13 

Cotton seed
137

 100 100 100 100 100 100 
Total Oil crops 615 598 587 604 922 879 
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6.5.2. Competitive Environment 

Poor data and frequent substitution between similar products make appraisals of the oil value 
chain more difficult than the other commodities covered in this chapter. Based on industry 
interviews and market statistics, it is clear that existing production in Ethiopia is insufficient to 
meet market demand. In 2005, Ethiopia imported 59,000 MT of oil. By 2009 that number had 
increased to 204,000 MT, an increase of over 343 percent. The large jump in palm oil imports is 
attributable to the February 2008 decision by the GOE to eliminate duty and VAT on all palm oil 
imports in order to help ease inflationary pressures that were quickly rising at the time. 
Underlying this large jump are rapid economic growth and population growth.  Over the last 
several years, demand for niger and sesame seed on international export markets pushed up 
local prices for these same crops and their close substitutes, helping to open the way for the 
flood of imported palm oil. Local processors and traders reported that demand remained strong 
in 2009. Some international buyers moved away from Ethiopian product due to relatively high 
prices in 2008 compared to other oilseed producing countries in the region. The marginally 
lower demand and increased supply for Ethiopian oilseeds, in conjunction with higher global 
edible oil prices left wholesale prices of oilseed in Ethiopia relatively flat in 2009 and early 2010. 

Figure 15. Ethiopia Edible Oil Market Supply Overview 

The majority of the raw material used in the domestic oil market is sourced from small farmers. 
A large processing industry exists, consisting of cottage processors and more formal, medium 
and large-scale companies. Industry insiders interviewed for this report estimated that there are 
approximately 800 small scale processors nationally, 217 of which are in Addis Ababa. Industry 
executives suggest that there are between 20 to 30 medium or large scale processors in the 
country. Both of these numbers may be overstated given reports of widespread closures in 2008 
and 2009, on the heels of a surge in commercial palm oil imports. The largest of the processors 
are all formerly state owned businesses. The larger mills with refining capacity together produce 
approximately 45,000 MT of edible oil annually.  Mojo Oil, the biggest producer and refiner in 
the country with two plants (one in Addis and one in Mojo) and a refining capacity of 50 MT per 
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day, sources its oil from its own commercial cotton plantation. Recently another oil refinery in 
Nazret moved from supplying the market to supplying Mojo with crude-degummed oil, in order 
to gain access to their supply of cottonseed for pressing. This is yet another sign of the 
consolidation occurring in the industry attributable to intense international competition, 
difficulties securing adequate raw material, poor credit conditions and sporadic electricity 
supply.  

Industry insiders note that imports of palm oil have played an equal if not greater role in thinning 
the local manufacturing capacity. Since February 2008 when the government lifted VAT and 
duties on palm oil (but not other oils), there has been a dramatic surge in palm oil on the 
domestic market. Reports of oil mills closing were widespread but not verified during the team’s 
field visit. According to the 2009 Bellmon, which was carried out at the tail end of the crisis, 
“Only a small number of mills remain, producing cottonseed oil for a limited market at a price 
that is not of itself remunerative, but can be justified through the sale of the cottonseed cake.”
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While it is difficult to find consistent or reliable figures for domestic production or sales of edible 
oil, oilseed production in 2010 is estimated at 615,000 MT compared with 922,000 MT in 2009.141  

Figure 16. Wholesale Prices of Oil Seed, Ex-Addis 

The local edible oil and oilseed markets are strongly affected by external trade, including oilseed 
exports on the one hand and edible oil imports on the other. From January 2007, to May 2008, 
prices for edible oils on the international market increased more than 200 percent. From May 
2008 to January 2009, prices fell just as fast and nearly as much as they originally rose in 2007. 
Since January 2009, these same prices began a steady move back upwards, climbing by 16 
percent between January 2009 and April 2010, but at a much slower pace than the 2007 
increase. Current international prices (ex European ports) are at levels similar to mid-2007. At 
the international level, supply is limited by reduced sunflower, cotton and groundnut oil output 
and slow growth in palm oil production. Demand has remained relatively constant due to 
continued growth in Asian food consumption and increased biofuel demands developed 
countries.142 These same factors together are predicted to contribute to long-term increases in 
                                                
140

 One such mill, Addis Mojo, is currently producing 3,000 MT of cottonseed oil annually, despite an unlimited supply of seed and a 
production capacity in excess of 25,000 MT per annum. It is currently more economic to sell the cottonseed as feed.
141

 Ethiopian Central Statistics Authority
142

 FAO  
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prices across international oil markets. This same upward trend has not been seen at retail 
levels in Addis Ababa. Two possible explanations include a “lag” in price response as 
international expectations are built into the local market. A second possible explanation is that 
the increase in local production has offset the international pressures. With decreased 
production that is expected in 2010, we can anticipate an increase in the cost of oilseeds and 
oils, closing the gap between IPP and local prices. The following figure, “Comparison of Retail 
and International Price Trends: Vegetable Oil”. 

While in the past, local oil manufacturers were reportedly unable to source sufficient raw 
materials at prices which would enable them to compete against imports, especially palm oil, 
consumer sentiment was widely reported to be moving towards “healthier” domestic oils. It 
should be noted that such claims tend to be more based on rumor than they are on science. 
Interviewees noted that various health scares involving tainted palm oil increased demand for 
locally produced oil. It should also be noted however, that numerous health concerns were 
raised during field interviews regarding the toxicity of the often unrefined or poorly refined local 
oils.   

Figure 17. Comparison of Addis Oil Prices with Calculated IPP and Prices Achieved 

Source: MMU and Author 

According to the 2009 Bellmon based on MMU data, over the last two years, FFP oil has 
maintained a premium of 15-20 percent over branded palm oil in Ethiopia, no premium over 
branded soybean oil and a mixed relationship with local linseed oil—sometimes higher 
sometimes lower. Interviewees suggested that substitutes for FFP monetization oil include 
“leakage” FFP distribution oil, imported linseed oil and imported soybean oil.  Price data of 
wholesale oil ceased with the closure of the MMU and is no longer tracked by any official source 
known to our study team. For an understanding of recent price trends, this report presents retail 
prices of local and imported oils and has used the wholesale price of leaked distribution oil as a 
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proxy for a comparison with IPP on the local market in figures above.  
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At the time of writing this report (May, 2010) wholesale price of FFP oil prices have been stable 
for six months. Surprisingly, despite a large depreciation of the Birr against the dollar (making 
imported products relatively more expensive), an upward trend in international prices and 
declining retail prices for local and internationally sourced oil, FFP oil remains flat in the market. 
At the retail level, local and imported vegetable oil prices have both trended downward since the 
beginning of 2009.  The fact that FFP oil has stayed stable amidst declining vegetable oil prices 
(retail), increasing international prices, and relatively stable domestic oilseed prices suggests to 
us that (1) FFP soybean oil continues to hold a unique place in the Ethiopian market, and (2) 
there is a strong possibility of price correction in local oil markets in the near future. 

6.5.3. Monetization Past Performance 

The Monetization Management Unit (MMU) was liquidated in October, 2009. There were no 
monetizations of oil in FY10. The volume of oil monetized by the MMU in 2008 and 2009, 
represented two and one percent of commercial oil imports, respectively. While it is unlikely to 
have had substantial distortive effects on the local market, it is impossible to answer this 
question with any degree of certainty with existing data. Four backgrounds points are worth 
noting: 

1. During the last quarter of 2008 it became necessary to apply for and get waivers from 
MoTI to allow oil to be monetized below IPP. At least one MYAP partner was 
instrumental in getting this waiver. In the context of tight domestic oil stocks interviewees 
suggested that the government began to apply substantial pressure to sell at below 
“commercial” rates.
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2. It is evident that a discrete market for soybean oil does exist in Ethiopia.  FFP oil is 
clearly seen as a differentiated, high value product by local consumers, producers and 
others familiar with local oil markets.  

3. The FY09 Bellmon reported that initial sales in FY08 by the MMU reflected a pattern of 
“initial restraint”, followed by “distress sales” at high volumes and below IPP in order 
meet participating CSs’ required budget.144 It was strongly recommended that 
Awardees develop alternative sources of funding in order to avoid future downward 
pressure on sales prices.  

4. Competition for monetized oil is steady with 40-60 companies competing at auctions, 10-
12 of whom were active in the last year. Of the wholesalers, 10 to 20 of them are 
estimated to be able to handle purchases in the magnitude of one MT.  

                                                
143

 Throughout the field visit, the Bellmon team heard numerous reasons for shutting down the MMU, none of which could be 
confirmed. One of these was that the government did not want oil sold above IPP for (inflation reasons) and USAID didn’t want oil 
sold substantially below IPP, thus constraining the ability of the MMU to properly function.
144

 According to the FY2009 Bellmon analysis, “Producers clearly signalled that the impact of recently monetized soybean oil was of 
no significance when compared with that of imported palm oil”.
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6.5.4. Recommendations  

The Bellmon team does not recommended oil monetization at this time, based on current 
market conditions, as demonstrated in the IPP comparisons.  

Current prices do not support the monetization of oil in Ethiopia. The IPP exceeds Addis 
wholesale prices by more than 500 ETB/quintal. This is a difference of US$37.31 per quintal or 
approximately US$373 per MT (using the May 2010 exchange rate of 13.4ETB/1USD).  
Monetization of oil seems an unlikely candidate in the near term so long as international prices 
exceed local prices by such large margins. 

If monetization were deemed appropriate despite the IPP/local price differential it would be 
advisable to monetize no more than 9,000 MT of soybean oil, approximately 10 percent of 
commercially traded oil volumes or four percent of local (marketed) production.  Given the 
current gap between IPP and local wholesale prices of oil, it would be advisable to consider 
cheaper alternatives such as bulk oil and/or crude degummed oil for import. 

To encourage the development of local institutions, and maximum transparency, USAID should 
consider sales through ECX if future monetization of oil should occur. ECX indicated a very 
strong interest in piloting sales of oil—even on an infrequent basis. It is also strongly advisable 
for USAID to track future wholesale prices of oil to better inform future Bellmon (and other) 
analyses. This data should be made available to the public, who may also find such information 
useful. 

6.6. Market Analysis - Rice 

6.6.1. Supply Summary 

Rice is quickly becoming an important crop in Ethiopia.
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145 Introduced after finding wild species in 
Dera and Fogera woredas in Western Ethiopia less than fifty years ago, production of rice is 
quickly growing in importance.  Area planted with rice increased from 35,088 HA in 2007 to 
59,310 HA in 2009.146 Multiple rice varieties are grown to suit local agro-climatic conditions in 
Ethiopia, including, upland rice, rain fed lowland rice, irrigated lowland ecosystem, and paddy 
rice (with or without irrigation). Out of the total national production of rice in 2008, 40 percent is 
produced in Amhara, 13 percent in Somalia, 27 percent in SNNPR and the remainder spread 
between Oromiya and Tigray regions. The number of farmers engaged in rice production has 
increased from about 54,000 in 2006 to about 260,000 in 2008.147  Industry insiders noted that 
the quality of locally produced rice was still far below that of imported rice.  

                                                
145

 Rice is consumed across regions and ethnic groups in Ethiopia. Urban consumers, in particular Muslim communities, frequently 
consume rice with their meals. Interviewees suggested that injera is the second-most common form of using rice (flour).  Rice flour 
is also mixed with other cereals including wheat or maize to prepare bread or porridge (kinche).
146

 CSA figures reported in CFSAM, 2010
147

 Takele, Astewal. Haramaya University. “Analysis of Rice Profitability and Marketing Chain: The Case of Fogera Woreda, South 
Gonder Zone, Amhara National Regional State, Ethiopia”. 2010.
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Table 22. Rice: Area, Production, and Farmer Activity 
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Season Number of farmers Area (HA) Production (MT) 
2006/07  53,902  18,527  NA  
2007/08  149,868  48,966  122,302  
2008/09  260,328  90,547  285,924  
 Note: NA=Data not available Source: Takele, 2010  

Most rice is imported in the form of semi-milled or wholly milled rice. Thailand and India are the 
primary sources of imports, though Pakistan the United States and China are also consistent 
suppliers of mostly broken rice. Commercial rice imports averaged 29,024 MT over the last five 
years. Over this same period, food aid in the form of rice averaged 1,600 MT per year. Despite 
the growing production of rice across the country, commercial rice imports continue to be 
substantial.  There are no official exports of rice.   

Figure 18. Ethiopia Rice Supply Overview 

6.6.2. Competitive Environment 

No data is available on the number of millers of rice in Ethiopia. Rice milling remains a largely 
informal, cottage industry. Market actors including millers and traders reported brisk business 
over the last three years, with increased volumes of rice being traded on local markets. 
Interviewees suggested that the majority of rice is traded and/or bound for the regions of 
Somalia, Dire Dawa, and Gambella. There is also a substantial demand for rice in Addis Ababa. 
Similar to the other crops discussed in this chapter, marketing of rice continues to be hampered 
by high transaction costs, a near complete lack of grading and market information. Interviews 
noted that there are no large buyers in the marketing chain.   Interviewees were unaware of the 
rice food aid that does exist (approximately 690 MT in 2008) and similarly unable to comment 
on the effect it was having on market prices, which isn't surprising given the small volumes in 
question.  
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Figure 19. Comparison of Wholesale Addis Rice with Calculated IPP (ETB/Quintile) 

6.6.3. Recommendations   

Market prices may support the monetization of rice, but based on the volumes traded, thin local 
markets and lack of information on the rice sector, a monetization is not recommended at this 
time. From early 2005 to mid 2007, local prices of rice tracked parallel to the flat IPP rice 
calculation
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148. Then, in mid 2007, global and local rice prices increased dramatically. On the 
international market, this price spike was relatively short-lived, lasting approximately one year 
from start to finish. Prices in Ethiopia to date are yet to fall back to pre-shock levels. Over the 
last year, local prices of rice have hovered at approximately peak-shock levels for two years. 
Current market dynamics are such that there appears to be a window of approximately 400 ETB 
per quintal or US$299 per metric ton through which USAID could monetize rice.  

A number of caveats exist that must first be clarified before moving forward with such a 
monetization: 

· Rice data are scarcer than that of any other commodity covered in this report. Data 
needs to be verified and collected in the relevant consumer markets due to the relative 
thinness of the national market; 

· Most millers in the rice industry have limited storage capacity due to their financial 
constraints and the country’s relative ‘newness’ to the market; 

Based on the Bellmon “rule of thumb”, FFP could only monetize up to 2,900 MT of rice—given 
the prevailing wholesale price of rice—this would equal approximately US$205,000. This team 
does not recommend such a small volume due to the substantial management necessary for a 
monetization to take place against the somewhat trivial amount of money received in return. 

                                                
148

 Wholesale and time series rice prices were not available in Ethiopia at the time of this report. Retail prices were available on a 
time-series basis. As a proxy for wholesale prices, the authors subtracted 20 percent from the retail price to come up with a 
consistent wholesale price. This is in line with margins found elsewhere in the industry.
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6.7. Summary of Monetization Recommendations for FY11 

The table below summarizes the study team's recommendations for FY11 for Ethiopia. Taking 
into consideration the BEST criterion for monetization, competition and likelihood of achieving a 
fair price, we suggest the following: 

Table 23. Summary of Monetization Recommendations 
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Commodity Amount Specific modalities Timing 

Wheat 27,000 MT 

The Bellmon finds a very narrow window for near term 
monetization based on an IPP benchmark. To raise an 
estimated US$10 million for MYAP partners or USDA 
Awardees, at current market prices approximately 
27,000 MT would need to be monetized.. The study 
team recommends using ECX as a sales platform, and 
starting with lot sizes of 50 MT, to be gradually 
increased as the market permits, up to a ceiling of 
1,000 MT.  At these volumes, it would be necessary to 
hold approximately 20 auctions, offering 27 lots at each 
auction (at 50 MT an auction). The IPP window should 
be verified at the time of call-forward to minimize any 
chances of market distortion.  

April-
September 

Sorghum 
Monetization not recommended, based on absence of 
substantial buyers 

Oil 
Monetization not recommended based on price 
dynamics in market 

Rice 
Monetization not recommended based on thin and 
rapidly evolving market.  

6.8. Re-Establisment of a Monetization Unit for Title II Awardees 

6.8.1. Analysis of Need 

The Monetization Management Unit (MMU) was set up by a consortium of Awardees in 2001 to 
undertake the monetization of Title II commodities on behalf of the consortium and under the 
jurisdiction of one Awardee (CARE).  The MMU was small, comprising a senior manager, two 
supporting officers, a secretarial staff, and guards.  For almost the entire history of the MMU 
(2001 to 2009), only a single commodity was ever monetized: edible soybean oil. 

The MMU rented warehouse space in Addis and took responsibility for Title II commodities 
delivered to and from that warehouse, via a "Through Bill of Lading" by FFP in the names of the 
Awardees of the consortium.  The MMU then monetized the commodity as and when 
appropriate.  They placed the funds into a central account that consortium members could draw 
from as needed, proportional to the value of the Title II commodity they had contributed to the 
overall pool.   

The MMU had the following responsibilities in the monetization process: 

· Determining the most appropriate date and volumes (of cartons and drums) for each 
sale (by auction). 
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· Liaising with the Ministry of Trade and Industry (MOTI) to gain approval for each sale, 

which involved: 

· Determination (by MOTI in conjunction with the MMU) of the import parity threshold price 
to be used as a reserve in the tender process.
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Approval by MOTI of the size and placement of newspaper advertisements for each sale.  

· Approval by MOTI of the quantities to be sold and date of sale. 

· Conducting each sale, including: 

o Initial advertisement. 

o Preparation of tender documents and solicitation of bids. 

o Opening and verification of bids and selection of winning bidders. 

o Receiving payment before release of the Title II commodity from the MMU 
warehouse. 

· Liaising with the revenue authority to ensure that each bidder placed a deposit 
equivalent to the VAT claimable on each lot of Title II commodity sold into the market 
with that authority, so as to offset future VAT claimed. 

· The financial management of the sales, in terms of allocating funds from each sale to the 
appropriate Awardee(s), according to the volumes delivered. 

· Reporting prices achieved and volumes of all sales to Awardee(s), for communication to 
FFP. 

Throughout most of its operational history, the MMU was able to market edible soybean oil at 
prices that exceeded the IPP approved by MOTI, which should not have been theoretically 
possible.  However, these prices were achievable because  IPP could only be estimated on a 
hypothetical basis and was applicable over a fixed period (normally three months); therefore, 
given good market information, the MMU could make sales when local supplies were short, 
demand was high, and imports were not immediately forthcoming. 

6.8.2. The Advantages of a Monetization Management Unit 

The MMU’s key advantage was that it was present and active in the market on a constant basis.    
In contrast to many monetization initiatives, that have tended to consist of isolated sales, the 
MMU not only sold edible oil but also gathered critical retail and wholesale market information 
on a weekly basis.  Part of this information came from oil traders, who sought a stable oil 
market.  To avoid price decreases, oil traders would inform the MMU of market conditions and 
suggest appropriate sales times (i.e., when imports might otherwise be scarce).  Oil traders 
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 In other words., the IPP was set as the threshold below which no bids were recognized when the MMU was auctioning lots of Title 
II vegetable oil. 
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would also advise the MMU against sales if the oil market was oversupplied.  This information 
allowed the MMU to determine the appropriate timing and volumes of sales, in order to 
maximize revenues and avoid the depression of local production and/or marketing.   

Though each Awardee could have gathered information and acted as an individual, the MMU's 
operation as a group had the following advantages: 

· Coordination of the timing of sales – the use of a single marketing unit ensured that 
Awardees did not overlap the timing of their activities, which would potentially place too 
much Title II oil on the market.  Instead, sales could be spaced appropriately throughout 
the year. 

· Uniformity of conditions of sale – there was no possibility of an Awardee selling the 
same commodity as another Awardee under preferential conditions, which would 
potentially confound the market for other Title II-monetizing agencies. 

· Economies of scale – although the size of the consortium varied, it generally comprised 
at least five Awardees, thus allowing considerable economies of scale as compared with 
five individual sales units. 

· Improved liaison with government – the fact that the MMU was the only body interacting 
with MOTI on a regular basis allowed for direct, efficient communication and rapid 
resolutions of potential conflicts of interest.  

· Improved capacity to gather and use market information – the MMU showed consistency 
and stability in the development of a data collection network that provided information 
not only on potential monetization sales, but also on the oil market in general.  This 
included information on the impact of distributed oil, which occasionally occurred. 

All of these advantages resulted in a higher net price per unit of the Title II commodity sold than 
could have been achieved by individual monetization units acting independently. 

6.8.3. The Disadvantages of a Monetization Management Unit 

The MMU was faced with the following challenges that could also face future monetization 
management units.  Importantly, the MMU was able to minimize or overcome these challenges, 
as described below. 

· Loss of financial independence – monetization revenues were only available to 
Awardees as and when MMU sales were conducted.  This was a problem when an 
individual Awardee required revenue at a time when the MMU would prefer not to 
conduct sales.  To overcome this problem, the MMU and Awardees worked to plan sales 
appropriately, and Awardees drew from the central account (funds of other Awardee 
Title II sales) when necessary.  The consortium also provided additional financial 
flexibility. 
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· Lack of control of overhead costs – the financial management of the MMU was overseen 

by one Awardee and was a problem when others felt that costs could have been 
controlled differently.  This issue could be resolved at Awardee meetings, but complaints 
or suggestions about costs and the cost/revenue ratio rarely arose.  

· Lack of control over performance – poor performance could potentially lead to reduced 
revenue.  In practice, this was not a problem and revenues regularly exceeded the 
Awardee budgets. 

6.8.4. Conclusion 

Overall, the advantages of the MMU substantially outweighed the disadvantages.  The success 
of the MMU can be seen in an assessment of its performance from 2002 and onwards.  
Whereas the monetization of edible oil had once been cited as a cause of decreased producer 
prices and market disruptions, the MMU was able to successfully monetize oil without any 
further market disruption as well as recover the political goodwill that had previously been lost.  
This success was based on an improved, in-depth assessment of the edible oil market, 
recommendations made in the course of the 2002 Bellmon analysis, and trust-building 
relationships with the MOTI and local traders.  Revenues exceeded Awardee budgets, and 
costs were reasonable. 

6.8.5. Estimated Costs 

The costs associated with the monetization of 4,080 MT of edible oil in 2008 are shown in the 
table below.  During that fiscal year (FY08), MMU oil sales generated US$6.83 million, at a total 
cost of US$329,000 (i.e., less than five percent of revenue). 

Table 24. MMU Operational Costs 
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Item 
Rate 
(US$) Unit 

Annual Cost 
(US$) 

Percent of Total 
Costs 

Office Costs 
1. Staff salaries $8,417 Month $101,004 30.70% 
2. Office Rent $416.6667 Month $5,000 1.52% 
3. Stationary, communications, etc $1,200 Month $14,400 4.38% 
4. Utilities $50.75 Month $609 0.19% 
5. Miscellaneous Office Costs $400 Month $4,800 1.46% 
Operational Costs 

6. Warehouse Space $5.67 
per sq meter  
per month $142,884 43.42% 

7. Professional Fees $3,600 
per Bill of 
Lading $10,800 3.28% 

8. Market Assessment Costs $1,200 Month $14,400 4.38% 
Other Costs 
9. Support Fees $30,518 year $30,518 9.27% 
10. Representational Fee $4,633 year $4,633 1.41% 
Total $329,048 
Notes     
1. Salaries for 5 Office staff and 11 security guards (including warehouse)  
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2. Rent of a small (100 square meters) house in Addis     
3. Basic office costs, including tender management (advertizing, etc).  
4. Incidental office costs     
5. Basic utility costs for a self contained house    
6. Based on renting of 2,100 square meters secure warehouse space  
7. Paid to Ethiopian Standards Authority for obligatory quality standard testing and to inspectors (e.g. SGS/Veritas) for verification of 
each shipment
8. All costs (except salaries) associated with weekly market price collection and analysis - including per diems, travel and fees for 
data collection
9. Covering oversight and financial management (Paid to CARE)   
10. Fee for chairing meetings and representing the MMU (Paid to CRS )  

Warehousing fees and staff salaries were responsible for the majority of MMU costs.   Staff 
salaries covered five office staff (one office manager, two junior executives, and two secretaries, 
all hired locally) and 11 security guards. The MMU invested in high security because oil is a 
high-value commodity, and because the MMU monetized oil out of an Addis warehouse (the 
cost of which could also be considered operational, not security). 

The warehousing fee of US$142,884 per year covered 2,100 square meters of secure, covered 
warehouse space in Addis.  The high cost of warehousing is necessary for high-value 
commodities such as edible oil.   

Professional fees were necessary, but only made up 3.28 percent of total costs.  Market 
assessment costs were slightly more than four percent of the total cost, and necessary because 
constant market monitoring was critical to the MMU's effective monetization.  By monitoring the 
markets, information on prices and volumes in the wholesale and retail markets enabled the 
MMU to avoid putting more commodity up for auction than the market could bear at any given 
time without depressing prices.  It also enabled the MMU to sell during periods of relative 
scarcity when there was little oil being imported, or during periods when demand peaked (e.g., 
during Lent), thereby maximizing the prices obtained.  It would be unwise to consider reducing 
this element of the operational cost. 

Support costs covered oversight (especially in-house auditing of the finances by CARE) and 
chairmanship and representation by CRS.  In a more self-contained MMU model, these costs 
might be avoided, but this would not reduce overall costs by more than 10 percent. 

Based on the analysis of these past figures, an MMU monetization of edible oil in similar 
volumes is expected to cost a total of US$330,000 annually.  Though this includes high 
warehousing fees, the total cost still remains under five percent of total revenue.  If, however, 
grain commodities were to be delivered to an Awardee on a through bill of lading
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150, and then 
monetized by the Awardee through ECX in suitable tranches,151 annual costs would likely be 
comparable and dependent on actual tonnage of grains and storage arrangements.   

                                                
150

 Bill of lading: a document issued by a carrier, e.g. a ship's master, acknowledging that specified goods have been received on 
board as cargo for conveyance to a named place for delivery to the consignee who is usually identified.  
Through bill of lading: involves the use of at least two different modes of transport from road, rail, air, and sea. 
151

 Tranche: a piece, portion, or slice of a deal. The portion is one of several related securities that are offered simultaneously, but 
with each having different risks, rewards, and/or maturities. “Tranche” is the French word for “slice.”
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Chapter 7.  Distribution Analysis 

7.1. Introduction 

This chapter provides general guidelines to help ensure proposed distributed food aid programs 
in Ethiopia will not result in substantial production disincentive or disruption of local markets.  
The study provides these guidelines within a specific framework for analyzing the potential 
impact of distributed food aid.  The nature of this study, which has been conducted prior to the 
design and submission of MYAP proposals, necessitates the generation of guidelines which are 
fairly broad.  Importantly, potential MYAP Awardees are expected to conduct their own 
independent needs assessments, market analysis, and formative research to fully understand 
local conditions and the range of appropriate responses.   

The analysis starts with an assessment of localized food deficits using the best available data 
on relative household food deficits in Ethiopia to inform geographic targeting.  It then addresses 
the private market's capacity to meet localized food deficits, with special attention on the 
potential impact of an increase in the supply of food via food aid, demand via cash transfers 
under the PSNP, and demand via local procurement of food for distribution by donors.  Next, the 
chapter discusses three specific food aid distribution programs from the perspective of potential 
market impact.  The chapter concludes with a summary of key considerations for all distributed 
food aid interventions, including considerations of geographic targeting, seasonal targeting, 
household targeting, and commodity selection. 

7.2. Assessment Of Localized Food Deficits 

National averages mask important geographic differences in levels of food insecurity.  To 
properly target geographic areas of greatest need, it is critical to identify and rank appropriate 
indicators.  While reliable data that are representative at an appropriately disaggregated unit of 
analysis remains a challenge in all developing countries, this is less an issue in Ethiopia due to 
tremendous investments in data collection.  However, as discussed in other sections of this 
report, GOE data is debated.  Where the GOE gets their data and how they use it to inform their 
decisions is not always clear, especially given acute political sensitivities surrounding analyses 
of food security and food needs in the country. 

Among the sources that inform sub-national needs assessments in Ethiopia are: 

· IFPRI's Sub-National Hunger Index, which ranks Ethiopia’s regions by weighting the 
proportion of the population that is food energy deficient (based on FAO estimates), the 
prevalence of underweight children under five, and the mortality rate for children under 
five.
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· FEWS NET's Food Insecurity Severity Scale, which, for Ethiopia, is reported at the 

woreda level and based on a combination of generally qualitative indicators of food 
availability, food access, health, nutrition, and water and civil security. 

· Sub-national poverty measures from the Ethiopian Household Income and Expenditure 
Survey. 

· Sub-national health and welfare indicators from the most recent Ethiopian Demographic 
and Health Surveys (DHS) (2005 and 2000), which are representative at the regional 
level. 

· The Livelihood Integrations Unit’s (LIU) livelihood zone- and woreda-level data, collected 
using the Household Economy Approach (HEA). 

· Original localized needs assessments conducted by a potential Awardee at, for example, 
the woreda-level. 

· Some combination of the above. 

MYAP Awardees are expected to operate within PSNP woredas.  As such, the following 
analysis compares the average household need for food aid across woredas, in order to assist 
Awardees in selecting woredas to work in.  Analysis is based on available data which the LIU 
has collected using the HEA analytical framework.  These data portray average household-level 
food deficits among different, locally-defined wealth groups in a typical year in the livelihood 
zones for which HEA information was made available.   

7.2.1. Background of the LIU and the HEA 

In an effort to improve the accuracy and objectivity of seasonal and annual needs assessments 
in Ethiopia, USAID established the LIU in 2006.  The LIU is located in the Government of GOE’s 
Ministry of Agriculture and Rural Development, as part of the Early Warning and Response 
Directorate within the Disaster Risk Management/Food Security Sector.   

To improve food security data accuracy and objectivity, LIU employs the HEA analytical 
framework.
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153  This framework examines the composition of local economies, including sources 
of food and income and expenditure and trading patterns among households in locally-defined 
wealth groups.  The HEA baseline assessment for Ethiopia consisted of a country-wide, 
rigorous, two-year data collection.  The results indicate how Ethiopian households function in a 
typical year, in terms of the economic decisions they make regarding their food and income 
sources and expenditure patterns.  Once the baseline is established, the framework allows 
practitioners to model how a hazard or set of hazards in a specific area is likely to impact 
selected wealth groups’ sources of food and income and/or expenditure patterns.   

                                                
153

 For additional background about Household Economy Analysis, please see FEG Consulting and Save the Children . 2008. The 
Practitioners' Guide to the Household Economy Approach, Regional Hunger and Vulnerability Program: Johannesburg.
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The LIU collects and interprets all baseline data at the level of livelihood zone, a geographic 
area in which households follow similar patterns of accessing food and income and expending 
resources.  However, given that the majority of assessments undertaken, appeals made, and 
programs developed in Ethiopia are based on administrative units (e.g., regions and/or 
woredas) and not livelihood zones, the LIU also works to disaggregate HEA information at the 
woreda -level where possible. 

This chapter uses acronyms
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154 to represent livelihood zone names.  These acronyms are defined 
in the tables below: 

Table 25. Amhara: Livelihood Zones Legend 
LHZ name LHZ code 
Abay Beshilo River Basin ABB 
Abay Tekeze Watershed ATW 
Central Highland Barley & Potato CBP 
Cheffa Valley CHV 
Guna Highland GHL 
Merhabete Lowland Sorghum and Teff MLS 
Minjar Teff and Sorghum MTS 
North Wollo Highland Belg NHB 
North East Woyna Dega Mixed Cereal NMC 
North Shewa Highland Sheep and Barley NSS 
North Shewa Highland Wheat and Teff Productive NSW 
N Highland Wheat, Barley & Sheep NWB 
NorthWest Cash Crop NWC 
North Wollo East Plain N_W_E 
NorthWest Sorghum Belt NWS 
South Wollo Meher SME 
South Wollo Belg SWB 
South West Maize, Finger Millet and Teff Productive SWM 
South Wollo & Oromia Eastern Lowland Sorghum & Cattle SWS 
South East Woyna Dega Teff SWT 
South West Woyna Dega Wheat SWW 
Tekeze Lowland Sorghum and Goats TSG 
Tana Zuria TZA 
South Wollo Meher and Belg WMB 

Table 26. Oromia: Livelihood Zones Legend 
LHZ Name LHZ Code 
Arsi Bale Wheat, Barley & Potato ABW 
Agarfa, Gasera, Ginir & Gololcha Fruit, Coffee & Chat AFC 
Abijata Shala Jido Agro-Pastoral ASA 
Borena-Guji Maize, Wheat & Livestock BGC 
Borena-Guji Coffee & Enset BGE 
Borena-Guji Cattle Pastoralist BGP 
Bale Agro-Pastoral BLP 
Bale Pastoralist BPA 
Chercher & Gololcha Chole Coffee, Maize & Chat CGC 
Chat & Vegetables CVG 
Dallo, Barbare & Arana-Buluk Coffee DBC 
Guji-Borena Enset, Barley & Cattle GBC 
Gursum-Babile Groundnuts & Sorghum GBG 
Goro-Ginir Spice & Wheat GSW 
Kofele Kokosa Enset & Cattle Belt KKE 
Moyale Agro-Pastoral, Labour & Cross-Border Trade MCB 
Moyale Cattle, Shoats & Camel Pastoralist MCP 
Market-Isolated Cattle & Shoat Pastoralist MIP 
Kereyu Pastoral MKP 
North-East Agro-Pastoral NAP 
Southern Agro-Pastoral OAP 
Robe Chole Sude & Seru Teff Maize Haricot Bean Belt RCS 
Rift Valley Maize & Horse Bean RVM 
Siraro Kofele Potato & Vegetables SKV 
Sorghum, Maize & Chat SMC 
Shirka Ticho Spice & Teff STS 

                                                
154

Acronyms listed in HEA data 
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Wheat, Barley & Potato WBP 

Table 27. Tigray: Livelihood Zones Legend 
LHZ Name LHZ Code 
Adiyabo Lowland ALL 
Alaje Ofla Highland AOH 
Atsbi Womberta Highland AWH 
Central Mixed Crop CMC 
Enderta Dry Midland EDM 
Eastern Plateau EPL 
Gesho and Wheat Highland GWH 
Humera Sesame and Sorghum HSS 
Irob Mountains IRM 
Mereb Basin MRB 
Middle Tekeze MTK 
Raya Valley RVL 
Tsirare Catchment TSC 
West Central Teff WCT 
Werie Catchment WRC 
Western Cereal and Sesame WSE 

7.2.2. HEA Baseline and Food Access – Overall Food Deficits 

MYAP awardees currently undertake ‘traditional’155 PSNP activities in four regions: Oromia, Dire 
Dawa, Amhara, and Tigray.  Awardees also implement the Pastoral Assistance Program (PAP) 
in Afar and Somali Regions.  HEA baseline information for each of the four regions in which 
'traditional' PSNP activities are being undertaken was made available for this analysis.156  

To understand issues of household food access in these regions, this analysis first examined 
available baseline data in each region's livelihood zones.  Specifically, the analysis focused on 
the percent of annual food needs households could meet without food aid and/or other 
assistance in a typical year.  Given that such assistance is generally meant to target more 
vulnerable households, this analysis was restricted to very poor and poor households in each 
livelihood zone.157   

Second, this analysis gathered information on livelihood zones containing woredas where 
MYAP partners currently distribute food aid through the PSNP.  The analysis uses this 
information, along with the findings regarding households' ability to meet food needs, to 
determine whether areas currently receiving food aid and/or other assistance are among those 
experiencing the most significant absolute and relative annual household food deficits.  The 
results of this analysis are graphed in the three figures below. 

                                                
155

 'Traditional' woredas are those targeted for at least the duration of the previous MYAP, as opposed to 'new' woredas receiving 
funding under contingency plans.
156

 Given that Dire Dawa Region is a largely urban area (and HEA analysis in Ethiopia was only done for rural and peri-urban areas) 
and Dire Dawa shares the only two livelihood zones that compose it with neighboring Oromia Region, analysis of needs and current 
MYAP partner PSNP interventions for Dire Dawa Region are included in the Oromia section.
157

 Additional information on the relative characteristics of very poor and poor households in the HEA data is available in the last part 
of this section.   
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Figure 20. Amhara Region: Percent of Annual Food Needs Very Poor and Poor 

Households are Able to Meet Before Assistance in the Reference Year  

Note: Red columns indicate livelihood zones containing woredas currently receiving PSNP assistance from MYAP partners.
Source: LIU’s HEA baseline and 2009 monitoring data

The majority of very poor and poor households in Amhara’s livelihood zones are unable to meet 
their absolute annual food needs – indicated as the dashed 105 percent line on the graphs
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158 – 
without food aid/safety net assistance in a typical year (Figure 1).  Analysis of the HEA data 
indicates that the majority of areas MYAP partners currently target, shown in red, are among the 
most challenged to meet annual food needs without external assistance.  However, a seeming 
dissonance in targeting is evident in the Guna Highland (GHL) livelihood zone, which currently 
receives safety net food assistance, although other livelihood zones (North Shewa Highland 
Sheep and Barley (NSS) and the South Wollo Belg (SWB)) show higher relative annual food 
deficits.  However, the fact that the NSS and SWB zones receive PSNP assistance through the 
GOE may explain why they have not been targeted for MYAP safety net food aid distributions.   

                                                
158

 A threshold slightly above 100 percent is used when calculating absolute food needs to account for a small amount of non-food 
items essential to food preparation/consumption.  These non-food items include cooking oil and salt. 
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Figure 21. Oromia Region: Percent of Annual Food Needs Very Poor and Poor 

Households are Able to Meet Before Assistance in the Reference Year  
(Note: Data presented in the NAP and SMC bars of this graph include that 
collected for Oromia and Dire Dawa regions)   

Note: Red columns indicate livelihood zones containing woredas currently receiving PSNP assistance from MYAP partners.
Source: LIU’s HEA baseline and 2009 monitoring data

Most very poor and poor households in Oromia and Dire Dawa regions are also unable to cover 
all of their absolute annual food requirements without food aid/safety net assistance in a typical 
year, as illustrated in the figure above.  MYAP partners currently target woredas in some of the 
livelihood zones where very poor and poor households’ capacity to meet their annual food 
needs without external assistance is, relatively, lowest.  However, it does appear that some of 
these areas face relatively smaller annual food deficits before assistance than other areas which 
are not targeted.  For example, food deficits appear higher in the Moyale Agro-Pastoral, Labor, 
and Cross-Border Trade (MCB) livelihood zone and the Moyale Cattle, Shoats, and Camel 
Pastoralist (MCP) livelihood zone than they do in the Rift Valley Maize and Horse Bean (RVM) 
and Siraro Kofele Potato and Vegetables (SKV) zones.   

While there are several possible reasons for this apparent difference between food needs and 
MYAP partner targeting, available data suggests that the GOE is leading on targeting PSNP 
assistance to at least some of the woredas within the MCB and MCP zones.     
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Figure 22. Tigray Region: Percent of Annual Food Needs Very Poor and Poor 

Households are Able to Meet Before Assistance in the Reference Year 

Note: Red columns indicate livelihood zones containing woredas currently receiving PSNP assistance from MYAP partners.
Source: LIU’s HEA baseline and 2009 monitoring data

Similar to the previous two regions, the majority of very poor and poor households in the 
livelihood zones of the Tigray region are unable to meet all of their absolute annual food needs 
without some form of external assistance.  Again, livelihood zones with woredas currently 
receiving PSNP assistance from MYAP partners are among those zones facing the most 
significant relative challenges in meeting their annual consumption requirements in a typical 
year (Figure 3).  An exception is the Atsbi Womberta Highland (AWH) livelihood zone, in which 
MYAP partners do not offer PSNP assistance; however, AWH does receive PSNP assistance 
from the GOE.  

7.2.3. HEA Baseline and Food Access – The Role of Markets  

The LIU’s HEA baseline data on the percent of total annual food needs met can also be broken 
down into some of its composite parts, such as the percentage of annual food needs these 
households meet through market purchase, providing another useful dimension for this analysis. 

While it is often assumed that rural poor households in developing countries source their food 
from subsistence agriculture, this is not necessarily the case.  In fact, households in urban and 
rural economies tend to be highly dependent on markets to meet their food needs.  In general, 
poorer households depend on markets more than do those that are better off.  The following 
figures indicate that, on average, very poor and poor households in the areas for which data 
were available rely on markets for 30-45 percent of their annual food requirements in a typical 
year.  The majority of very poor households in these areas are relatively more reliant on markets 
than their poor counterparts, though differences in the amount of market dependence between 
the two groups are rarely significant. 
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Figure 23. Amhara Region: Percent of Annual Food Needs Met through Purchase 

Among Very Poor and Poor Households in the Reference Year  

Source: LIU’s HEA baseline and 2009 monitoring data

In Amhara Region, very poor households source an average of about 42 percent of their annual 
food needs through staple and non-staple food purchases in a typical year.  There are a few 
livelihood zones in particular, where very poor households’ reliance on purchase to meet annual 
consumption requirements is even higher – approaching or surpassing two-thirds of annual 
needs (Figure 4).  These zones include: South Wollo and Oromia Eastern Lowland Sorghum 
and Cattle (SWS – 76 percent), Central Highland Barley and Potato (CBP – 67 percent), South 
Wollo Meher and Belg (WMB – 66 percent), and Cheffa Valley (CHV – 63 percent).   

Even with this significant reliance on purchase to source food needs in a typical year, very poor 
households in the aforementioned four zones are typically able to source nearly all of their food 
requirements without assistance.  For example, very poor households in the SWS livelihood 
zone is able to meet 97 percent of their annual food requirements, through market purchases 
and other means, without assistance; very poor households in the CBP zone are able to source 
92 percent; those in WMB 91 percent; and those in CHV 97 percent.  As such, MYAP partners 
do not currently target households in these zones for PSNP assistance. 

By contrast, those very poor households in zones where MYAP partners are operating tend to 
be among those that meet the least amount of their annual food needs through purchase in a 
typical year.  For example, in the North Wollo Highland Belg (NHB) livelihood zone, very poor 
households are able to meet about 75 percent of their annual food requirements before 
assistance in a typical year, about 30 percent of which is sourced through purchases.  Similarly, 
very poor households in the North East Woyna Dega Mixed Cereal (NMC) zone meet about 74 
percent of their annual food requirements before assistance in a typical year; 33 percent of 
which come from purchases.  Given the annual food deficits these households face in a typical 
year, and their relative lack of reliance on purchase compared to very poor households in other 
zones, it seems appropriate that households in some woredas in these zones are targeted for 
PSNP assistance through MYAP implementing partners. 
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Figure 24. Oromia Region: Percent of Annual Food Needs met through Purchase 

Among Very Poor and Poor Households In the Reference Year  
(Note: Data presented in the NAP and SMC bars of this graph include that 
collected for Oromia and Dire Dawa regions)  

Source: LIU’s HEA baseline and 2009 monitoring data

Analysis of information on percentage of annual food requirements very poor and poor 
households access through purchase in Oromia Region, as well as the two zones it shares with 
Dire Dawa Region (Figure 5) shows trends similar trends to Amhara Region, with a few key 
divergences.  On average, very poor households access about 46 percent of their annual food 
needs through purchases in a typical year, while poor households source about 42 percent this 
way in a typical year.   

Households accessing the largest amount of their annual needs through purchase are located in 
the Market-Isolated Cattle and Shoat Pastoralist (MIP – 84 percent for very poor and poor 
households), the Moyale Cattle, Shoats, and Camel Pastoralist (MCP – 78 percent for very poor 
and 80 percent for poor households), the Moyale Agro-Pastoral, Labor, and Cross-Border Trade 
(MCB – 60 percent for very poor and 68 percent for poor households), and the Borena-Guji 
Cattle Pastoralist (BGP – 69 percent for very poor and 71 percent for poor households) 
livelihood zones.  Of these zones, very poor and poor households in BGP are able to meet only 
80 and 83 percent, respectively, of their total annual household food requirements before 
assistance in a typical year, and nearly all of these requirements are sourced through 
purchases.  A similar situation appears in MCB and MCP.  In MCB in a typical year, very poor 
and poor households are able to meet 67 and 81 percent of their annual household food 
requirements before assistance, respectively.  In MCP, the baseline data before assistance 
places very poor and poor households at 83 and 86 percent, respectively.   
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Figure 25. Tigray Region: Percent of Annual Food Needs met through Purchase 

Among Very Poor and Poor Households in the Reference Year  

Source: LIU’s HEA baseline and 2009 monitoring data

In Tigray Region, very poor households rely on purchases for an average of about 42 percent of 
their annual food needs, and poor households for about 34 percent.  Of these, households in 
the Tsirare Catchment (TSC) and West Central Teff (WCT) livelihood zones source relatively 
more of their annual food needs through purchases.  Specifically, in TSC, 56 percent of very 
poor households’ annual food needs are met through purchases, as are 46 of poor households’ 
needs (See figure above).  In WCT, 58 percent of very poor households’ annual food needs are 
met through purchase, as are 49 percent of poor households’ needs.   

Similar to the findings in Amhara Region, households in the zones with the highest levels of 
market purchases are among those able to source nearly all of their annual food requirements 
before assistance, and these households do not currently receive PSNP assistance from MYAP 
partners.   

Zones in this region receiving MYAP assistance include those where annual food deficits are 
highest, but where the contribution from purchases is relatively less, such as the Gesho and 
Wheat Highland (GWH) zone, in which very poor households are able to meet a total of 49 
percent of their annual requirements before assistance, 33 percent of which is sourced through 
purchase, in a typical year.  Poor households in this zone are able to meet a total of 63 percent 
of their aggregate annual food needs, 34 percent of which is sourced through purchase.  A 
similar trend is evident in the Mereb Basin (MRB) zone.  In this zone, which also receives MYAP 
assistance, very poor households are able to meet a total of 64 percent of their annual food 
requirements in a typical year, 33 percent of which is sourced through purchases, and poor 
households are able to meet 73 percent of their annual food needs, 34 percent of which is 
sourced from purchases. 
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7.2.4. Findings Based on HEA Data 

Overall findings from the analysis of regions in which MYAP partners currently implement PSNP 
activities and for which data was made available indicate that, in a typical year, very poor and 
poor households in the majority of analyzed livelihood zones are unable to meet all of their 
absolute annual consumption requirements without some form of food aid/safety net assistance.   

The analysis further indicates that the majority of livelihood zones targeted by MYAP partners 
are among those where very poor and poor households face the most significant challenges in 
meeting their annual food requirements. 

While this analysis of available HEA baseline data provides a clear aggregate picture of the 
capacity of very poor and poor households to meet their annual food needs in a typical year 
before the provision of external assistance, it is important to consider these results within the 
analytical confines described below: 

Wealth groups are locally defined by livelihood zone.  The poor and very poor wealth groups 
referenced above are locally defined by livelihood zone.  That is, the productive assets that 
differentiate wealth, such as household size, land area owned/cultivated, number of children in 
school, etc., are specific to each livelihood zone; there is no pre-defined rubric of wealth for all 
livelihood zones.  In general, this means that one should be cautious when comparing wealth 
groups across livelihood zones, as the very poor in one zone may have a different productive 
asset base than the very poor in another.  However, given that this analysis measures wealth 
groups in each zone relative to their ability to source all of their annual consumption 
requirements – about 105 percent on the graphs above, the relative nature of definitions of 
wealth in HEA are less an issue.  In addition, an examination of the factors that compose the 
wealth groups in each livelihood zone indicates enough coincidence to allow for a broad relative 
comparison across zones.  For example: 

· Household size is directly linked to socioeconomic status.  As such, very poor 
households in Ethiopia possess the fewest household members across zones.  Poor 
households are also relatively small, but tend to have one or two members more than 
households in the very poor wealth group. 

· The majority of very poor and poor households are unable to meet most of their annual 
food requirements through their own production (crop and/or livestock), and both groups 
tend to rely significantly on food purchases.  Very poor households source the least 
amount of food from their own production and rely most on purchases to meet their 
annual food requirements (See figures titled "Percent of Annual Food Needs Met 
through Purchase Among Very Poor and Poor Households in the Reference Year" for 
Amhara Region, Oromia Region, and Tigray Region, above).  Poor households also rely 
significantly on purchases to meet their food needs, but are generally able to supply 
relatively more of their food needs through their own production.   
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· Production and income figures are relatively higher among poor households than among 

very poor households.  This is in part due to the relatively larger number of people and 
larger land holdings available in poor households, as compared to very poor households. 

Baseline information does not necessarily consider recent shocks.  Baseline data for each 
livelihood zone reflects what local populations considered to be a typical year- not ideal nor the 
worst.  This method was selected in part to facilitate comparison of data, given that LIU baseline 
data collection took approximately two years to complete. 

7.2.5. Implications for Future Programming 

Based on a review of the livelihood zone and woreda-level data made available for this analysis, 
it appears that the majority of the areas in which current MYAP Awardees operate are among 
those that face the most difficulties meeting their annual food requirements in a typical year.  
The following is therefore recommended:  

· Given the levels of food deficit in a typical year in many of the geographic areas in which 
MYAP partners currently operate, it is recommended that future MYAP interventions 
continue to target much the same geographic areas. 

· Data for this analysis was only available for the four regions in which MYAP partners are 
currently implementing 'traditional' PSNP activities.  It  is recommended that a similar 
analysis be undertaken using baseline data Save the Children-UK has collected for Afar 
and Somali Regions, to garner a better understanding of the livelihoods of populations 
that are/should be considered for programming under the Pastoral Assistance Program. 

7.3. Private Market's Capacity to Meet Localized Food Deficits 

Even in years of favorable harvests and overall economic conditions, domestic production and 
commercial imports of staples fall short of meeting domestic consumption needs.  Moreover, 
national supply figures mask important differences at the local-level, which partially result from 
the failure of the private sector to move grains and other basic staples from surplus to deficit 
areas.  Indeed, market failures have been cited as one of four major factors contributing to 
recurring famines in Ethiopia.
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7.3.1. Structure, Conduct and Performance of Ethiopian Food Markets 

A number of in-depth studies have analyzed the structure, conduct and performance of the 
Ethiopian commodities markets which are critical for food security and, therefore, important to 
understand prior to the design of food aid interventions.  Interested readers are referred to 
individual studies an examination of grain markets,160 pulses,161 edible oils,162 and livestock.163  Here, 
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we summarize the most important features of grain market performance from the perspective of 
the private market's capacity to meet localized food deficits.   

Summary of Market Structure, Conduct and Performance. The cereal trade in Ethiopia is 
rapidly evolving. For hundreds if not thousands of years,
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a hub and spoke system where all traded cereals would flow first to Addis Ababa before being 
sent onward, relying heavily on brokers and passage of price information through word of 
mouth. The structure of the system ensured high transaction costs, waste and inefficiency.  
While still lagging behind regional trade partners in many aspects, the rapid growth in road 
infrastructure, increased role of the private sector, and mobile telephone penetration have 
substantially increased the interconnectedness of Ethiopia’s surplus and deficit regions. No 
longer does wheat produced in North Western Ethiopia first go to Addis Ababa before being 
transhipped back to another part of Northern Ethiopia. For example, linkages between Bure and 
Tigray are now strong thanks to improvements in road and communications linkages. Other 
notable structural changes to occur in the cereal markets over the last five years include: the re-
emergence of commercial farms, the founding of the commodity exchange and its warehouse 
receipt system, entry of multiple private millers, and the privatization of formerly state-run mills. 
Supermarkets even carry locally-processed flour (mainly wheat) in addition to other imported 
cereal products.  

In a 2001 study of Ethiopian grain markets, 165  markets were characterized by high price volatility 
and weak integration.  Incentives to produce and trade were stymied by significant contract risk 
due to information asymmetry, lack of transparency (grades/standards), lack of contract 
standardization, and limited to no recourse to legal enforcement.  The result was markets with 
narrow, relation-based networks, limited market response to price signals, and risk-averse 
behavior among market actors (i.e., limited arbitrage). 

In a review of maize marketing, the same study reported the following findings:  

· Farmers received only 33 percent of the final price (40 Birr out of 120 Birr) compared to 
70 percent in Asia. 

· The high costs of transport and handling are passed on to consumers who pay high food 
prices 

· It takes 20-30 days for food to go from producer to consumer domestically, when the 
physical distance is 2-3 days 

· There is no value-added in the chain:  no processing, no transformation, no inspection of 
grains, no food safety standards, no modern storage facilities 
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A 2009 study of Ethiopian grain markets
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integration of local markets using data from 1980s, 1990s and 2000s which highlighted some of 
the structural changes that have impacted performance of Ethiopian grain markets.  The study 
concluded: 

· Wholesale prices for teff, maize and wheat follow regular seasonal patterns, with peaks 
in June-August for teff and maize, and July-October for wheat.  

· Data suggest that price variability of five cereals (maize, wheat, sorghum, barley and 
teff) has increased in 2000s relative to both 1980s and 1990s (perhaps due to fuel price 
crisis).   

· Transactions costs decreased substantially between 1996 and 2008, from 28 percent of 
the wholesale price of maize to less than three percent of the wholesale price.  The 
largest contributor to overall reduction in transaction costs have been an enormous 
decrease in transportation costs.  Other factors include declines in the cost of handling, 
sacking, road stops, travel, and 'other costs'.  The only costs that have increased are 
storage costs. 

The implications for market performance are mixed.  On the one hand, more reliable seasonal 
patterns allow traders to engage in temporal arbitrage (competitive storage), which can help 
smooth seasonal pattern over time and ensure adequate supplies during lean season.  On the 
other hand, increases in price variability negatively impact private market players' ability to plan, 
which will eventually negatively impact consumers. 

7.3.2. Assessment of Integration of Local Markets 

Despite the huge improvements in Ethiopian grain market performance reported in academic 
literature167 and in field interviews, poor integration of Ethiopian markets with neighboring country 
markets still exists because of inadequate infrastructure (e.g. road linkages between Ethiopian 
and Kenyan markets), restrictions on foreign exchange, limited access to credit, poor flow of 
information (e.g., inaccurate and out of date government price reports in Ethiopia), imperfect 
competition (e.g., EGTE dominance) and weak institutions for risk management (e.g., the 
absence of agriculture insurance). Each of these may be considered market failures and must 
be addressed before a fully functional grain economy can be established. 

These same challenges to improved market performance impact the integration of markets 
within Ethiopia.   There is conflicting evidence of the integration of local markets within Ethiopia 
for major cereals (maize, teff, wheat and sorghum).  Based on an extensive review of the 
literature, a 2009 IFPRI study168 found mixed evidence. 

Poor access to information limits opportunities for spatial and temporal arbitrage across all value 
chains. Mobile phone telephony in Ethiopia is one of the lowest in the world, and prices the 
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highest. Cooperatives reported that only 1-3 percent of their members used mobile phones and 
that most market information was communicated by word of mouth. Price information 
disseminated on GOE-run television and radio sources were universally derided as inaccurate 
during the team's field visits. Most market actors have little to no systematic or reliable market 
information outside of their region—making it nearly impossible to meet the changing demands 
of the consumer market
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169. Where attempts to provide price information have been made, much 
still remains to be desired. For example, the ECX price ticker installed less than a year ago in 
Shashamene is no longer functioning. 

7.3.3. The Impact of Food Aid on Production Incentives and Markets 

There have been numerous evaluations of the effectiveness of the Ethiopia's largest food aid 
program, the PSNP, as well as studies of the impact of food aid on Ethiopian markets more 
generally.  Here, we summarize the most relevant findings to inform this Bellmon study. 

Evaluations of the PSNP.  IFPRI recently conducted an impact evaluation of the PSNP170 The 
study found that the PSNP, especially when combined with OFSP (Other Food Security 
Program) activities (i.e. access to credit, agricultural extension, technology transfer, irrigation 
and/or water harvesting) will produce modest improvements in beneficiary families’ food 
security.  For example, families receiving high levels of transfers and access to OFSP improved 
their food security by 0.81 months, for evaluated areas in the four regions since program 
inception in 2006.  The PSNP by itself produced gains in food security of 0.40 months and 
improvements in livestock holdings of 0.28 tropical livestock units.  Notably, these gains 
occurred during significant rises in food prices and some drought in the PSNP woredas.   

The IFPRI study also concluded that the PSNP Public Works component does not have a 
disincentive effect on household labor employed in nonfarm own-business activities, wage 
employment or work on a family farm.  In fact, PW transfers, when complemented by OFSP 
services (and only if accompanied by OFSP services), produced over 200 kg/ha increases in 
wheat and maize yields among targeted households.   

An earlier assessment171 also concludes that the PSNP program stabilizes livelihoods and 
improves the food security of targeted PSNP beneficiary families.  This study also noted that 
targeting improved after 2006, as did the capacity of local government officials/targeted 
communities in explaining and implementing the program.   

One study used data from Tigray to assess whether PSNP relieved liquidity constraints and 
thereby improved agricultural input use for beneficiary households. By examining the rates of 
adoption and intensity of fertilizer use, the study found (1) no evidence of a disincentive effect 
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from food aid transfers under the scheme and (2) participation in the FFW scheme positively 
influenced the decision to adopt fertilizer.
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Another recent study evaluated the impact of PSNP participation on rural households' holdings 
of livestock and forest assets/trees. Their results suggest that (1) there is increased forestry 
activity as a result of PSNP participation and (2) improved credit access encourages 
households to increase their livestock holdings.173 

Impact of Food Aid on Ethiopian Markets.  A 2005 study174 of rural Ethiopian households 
examined whether food aid is causally related to changes in labor supply, investments in a 
variety of agricultural activities, or crowding out of private transfers. The authors argue that while 
simple descriptive statistics appear consistent with the disincentive effects hypothesis (which is 
what most studies have relied upon), once the endogeneity of food aid receipt is controlled for, 
no empirical support remains for the hypothesis that food aid creates disincentive effects among 
recipient households. The authors also found that FFW positively influenced the decision to 
adopt fertilizer and found no evidence of a disincentive effect from participation in the FFW 
scheme. 

In a more recent study of the disincentive effect of food aid on Ethiopian producers,175 the 
authors analyzed data on food aid shipments and food prices in Ethiopia during the ten year 
period, 1996-2006.  The following findings are especially relevant to a discussion of the potential 
impact of food aid on local markets in Ethiopia: 

· Does food aid impact markets?  Comparisons across grain markets in Addis, Markos 
and Dessie indicate that prices in both surplus markets and deficit markets are 
correlated with food aid shipments in similar patterns. Food aid can disrupt markets both 
by dampening prices and by reversing the local flow of foodstuffs. 

· What is the magnitude of the impact of food aid? On average, a one percent 
increase in annual per capita food aid reduces monthly price by as much as five percent. 
Prices in all three markets respond to each other, without any single market serving as 
price leader, suggesting that food aid price effects are transmitted to all regions, 
irrespective of where food aid has been distributed. 

· Which commodities markets are most impacted by food aid? Evidence suggests 
that food aid impacts maize and wheat markets, but does not have a substantial impact 
on the teff market.  

· Which physical markets are most impacted by food aid? Price-dampening effects of 
food aid on wheat and teff seem to be more pronounced in Addis than in other markets, 
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particularly at low levels of the food aid share. The authors hypothesize that this reflects 
immediate declines in grain outflows from Addis to regional markets even when the 
incoming amount of food aid is very small. They find, "Regardless of the size of the 
shipment, in the presence of food aid traders have reduced incentives to transfer grains 
from Addis to deficit regions. As a result, when shipments are proportionately small, the 
Addis grain market appears to be more responsive to food aid than other markets" (p. 
18)  

· What determines the existence and magnitude of the impact?  The study finds the 
impact hinges on the magnitude of the food aid share relative to local production/supply.  
A 10 percent food aid share relative to local production appears to be a critical threshold. 
Above a 10 percent share, food aid has an increasingly deleterious impact on local 
prices.  Two possible explanations for this pattern are forwarded:  

o the relative power of food aid to create demand and discourage supply, or  

o poor absorptive capacity of local markets combined with low targeting efficiency 
of distributed food aid programs.  

· If the volume of food aid falls within a local market’s absorptive capacity, which depends 
of course on the relative size of the populations of net sellers and net buyers during a 
food crisis, the food aid effect remains modest. A previous study
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176 illustrated that local 
markets will have lower absorptive capacity when there are market failures due to lack of 
purchasing power than when market failures arise from food availability crises.   

· How can donors avoid introducing a disincentive effect?  Targeting of food aid (both 
the volume and timing of transfers) should become production-sensitive, provided only 
during periods of true local production shortfalls. 

7.3.4. Conclusion 

While there have been a number of positive developments in the agricultural sector, the private 
market's capacity to meet localized food deficits is uneven and limited by poor market 
information and poor access to credit.  That said, even if domestic supplies increase, the flow of 
goods to deficit areas would remain hampered by weak price signals due to lack of consumer 
purchasing power especially among the rural poor.   

While the longer-term solutions to enhancing market performance will rely on overall investment 
in agriculture, infrastructure, and development of income-generating opportunities, in the near-
term, continued cash and in-kind support through the PSNP will be necessary.   

Recent evaluations of the PSNP have concluded that the PSNP is an effective safety net, with 
more exclusion error than inclusion error.  One impact evaluation of the PSNP and several 
studies analyzing the impact of food aid on producer disincentives have concluded that 
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participation in FFW schemes have, on the whole, not had a disincentive effect and, in fact, 
have resulted in increased adoption of productive agricultural inputs.   

More recent evidence using ten years of data on food prices and food aid shipments to Ethiopia 
suggests food aid transfers should be tightly aligned to local production shortfalls to avoid price-
dampening effects on wheat and maize markets throughout the Ethiopia. 

7.4. Impact of Cash Transfers and Local Procurement on Local Markets  

The discussion above focused on the impact of an increase in the food supply on local markets.  
Local markets are also likely to be impacted by the increase in cash (and thus greater effective 
demand) in PSNP cash woredas, as well as increased demand for local supply by local 
procurements of food for distribution by donors.  This section discusses some of those market 
dynamics. 

7.4.1. PSNP Cash and Cash/Food Woredas 

PSNP woredas distribute either cash only, food only or a cash/food mix as payment for PW 
labor (or as direct support to those who cannot perform on community labor projects).  The 
amount of the cash transfer was revised upwards for the 2008/9 season from eight Birr to 10 
Birr per day of community labor; the cereal transfer remained at three kg/day.  Participants 
engage in five days of labor per month, and therefore are paid either 15 kg of cereal or 50EBirr 
per month.   

The team found cash/food mixes to vary greatly from woreda to woreda for MYAP partners.
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Likewise, depending on local conditions, the number of months for cash versus food versus 
cash/food mix varied widely,.  due to high national inflation rates for foodstuffs. 

The timeliness of payments has been uneven.  Several studies178 have pointed out that PSNP 
gains are reduced if payments are not timely.  The studies also noted the decline in purchasing 
power of those receiving cash (versus food) for the PSNP.  This was anecdotally corroborated 
during the Bellmon team visit in-country in April 2010.   

The Current PSNP Cash Wage Rate.  The most recent cash wage rate study 179 analyzed the 
PSNP cash wage rate of 2009 to inform the setting of the 2010 cash wage rate.  Comparing the 
cash transfer versus the market price of 3kg of maize in various markets, the study concludes 
that the current cash transfer is insufficient due to cereal price inflation. Monthly purchasing 
power of the 2009 cash transfer in PSNP markets, versus predicted prices for January 2010, 
indicates that the purchasing power of the wage rate had eroded substantially -- in January 
2009, 50 percent could purchase close to 3kg of maize, but by January 2010, that figure had 
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fallen to 16 percent.  The author recommends adjusting the PSNP wage rate upwards to 12 birr 
from its current amount of 10 birr. 

Importantly, the study shows that there are still large regional differences in purchasing power 
resulting from spatial price differentials.  Even though erosion of purchasing power varies across 
regions, due to the political nature of the uniform wage rate policy, and implementation 
difficulties of having different wage transfer rates in each region, one recommended solution is 
increasing the number of days worked (5 extra days in total in some regions), so that the wage 
transfer meets minimum level of consumption.  

Implication for Food Security and Markets.  A cash transfer to PNSP households in deficit 
areas can provide incentives for traders to move grain from surplus to deficit regions.  If the 
value of the cash transfer is either set too low or eroded by inflation over time, as is currently the 
case with the PSNP cash transfer, the cash transfers will not increase effective demand as 
much as the PSNP intends.  Faced with a weakened signal, traders will only react to 
opportunities for spatial arbitrage in some proportion to the increase in effective demand (after 
accounting for relative transportation and other transaction costs potential traders face). 

Most PSNP beneficiaries strongly prefer the cereal ration because the value of cash ration 
continues to be eroded by inflation, Until inflation is much lower, and/or the amount of cash 
transfer is adjusted upwards more frequently to account for loss of purchasing power, this 
beneficiary preference for food should be expected to continue. 

Recommendations.  If the price of 3kg cereals (maize, in particular), varies enough by 
geographic region that it affects beneficiary purchasing power and it is politically infeasible to 
provide different wage transfer rates in different regions, one possible option for protecting 
purchasing power is to distribute vouchers for 3kg cereals.  The funding required to support 
such a program would be variable dependent on cereal prices; however, the benefit would be 
constant purchasing power over time and space.   

7.4.2. Local Food Aid Purchase 

Local and regional purchase (LRP) programs allow for local and/or regional purchase of 
foodstuffs for distribution through the PSNP or other targeted programs.  This has historically 
been done by the GOE or WFP, with the theory behind LRP being that locally purchased (or 
regionally purchased), donor-financed food aid in countries affected by disasters or other food 
crises will be more appropriate to local tastes, cheaper and arrive more quickly than 
international food aid.  From the perspective of local markets, the major risk associated with 
LRP is inflationary pressure on the prices of foodstuffs purchased by poor consumers.   

Past Experience with LRP.  Since 2000, WFP has locally procured food volumes of roughly 
150,000-300,000 MT per year.  A GAO study
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180 on LRP stated that “in 2006….protracted food 
aid procurements after a good harvest in Ethiopia contributed to a price hike,” referring to WFP 
procurements that had increased local market prices in Ethiopia.   However, these volumes 
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went noticeably down in 2006 and 2007 due to domestically higher food prices, and static donor 
funding for these local purchases.     

In 2008 and 2009 the quantity of local purchased food decreased even further, primarily due to 
the global and country-wide commodity prices that increased dramatically in 2008.  WFP was 
informally discouraged by the GOE to conduct local purchase, allegedly because the GOE 
believed these purchases would increase domestic commodity prices even further.   Amidst 
these economic conditions, USAID/OFDA contributed US$3.9 million to WFP in Ethiopia for 
local procurement of Famix (a locally-produced mix of maize flour, soya flour, sugar and other 
nutrients--minerals and vitamins) and white beans during FY08.  An additional US$10 million 
was provided by USAID/OFDA to WFP in FY09 for the purchase of Famix and pulses.  

The Bellmon team submitted questions regarding  LRP experience to both WFP/Addis and 
OFDA/Washington. OFDA/W replied that no evaluation, as yet, has been done on the LRP 
grants to WFP/Ethiopia.  WFP/Ethiopia also eventually responded to the Bellmon team’s 
questions.  WFP plans to purchase 14,000 MT of beans and maize locally under its P4P 
program in 2010, representing approximately two percent of its relief resources.  WFP 
determines when to buy based on harvesting periods and the subsequent availability of required 
commodities.  Further, since 2007 the GOE has banned local cereal procurement, except from 
the government-controlled trade enterprises of EGTE or ECX.
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Future Local Procurements.  In 2010, the WFP local and regional procurement program, 
Purchase for Progress (P4P), expects to procure 4,000 MT beans and 10,000 MT maize 
through direct procurement and soft tender.  It was understood by the visiting Bellmon team in 
early 2010 that the GOE was still discouraging P4P/LRP programs for WFP, especially in the 
run-up to the May 2010 elections. 

Nevertheless, given the large size of national production of cereals and pulses, the study team 
expects that the above, very small planned  2010 purchases would have minimal impact on 
regional Ethiopian markets, and market prices in Addis.  This assumes, of course, that no other 
major local purchases are planned for 2010. 

Risks associated with LRP must be balanced with the gains.  Aker’s study182 on the WFP’s P4P 
program concludes that to ensure that P4P/LRP programming  does no harm to local markets, 
certain steps are required, including  

1. adequate market performance analysis must be conducted prior to a local or regional 
procurement 

2. rigorous impact evaluation must be conducted after a local or regional procurement 

3. support must be given to existing market information systems through planned LRP 
activities;  and 
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4. clear guidelines should be developed for local or regional procurement implementation.  

A study by Tschirley and Del Castillo
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183 concluded similarly,  

"“The analysis suggests that, by learning from WFP’s experience, donors could design a 
highly effective local food aid procurement program provided that they understand and 
develop procedures to manage the risks that attend any LRP activity.”   

The Tschirley and Del Castillo study further provided examples studied in East and southern 
Africa where LRP had been successfully implemented, saving money from donor food 
assistance accounts, and allowing these resources to reach many more needy beneficiaries 
than otherwise would have been possible.  

7.5. Analysis of Three Specific Food Aid Distribution Programs 

USAID requested the study team analyze three specific food aid distribution programs in terms 
of the potential for each to disrupt markets or create production disincentives:  WFP's Targeted 
Supplementary Feeding Program, current school feeding programs, and an as-yet-unnamed  
potential intervention focused on nutrition, education and/or WASH which may be funded via 
Feed the Future resources.  This section discusses each program in turn. 

7.5.1. WFP Targeted Supplementary Feeding Program 

Initiated in 2004, WFP’s Targeted Supplementary Food (TSF) program in Ethiopia is one of the 
largest supplementary feeding programs in the world.  The TSF is intended to target children 
under five years old, and pregnant and lactating women (PLW), with moderately acute 
malnutrition for supplemental feeding.  Stated TSF program objectives184 are: 

1. To prevent the nutritional deterioration of children under five and pregnant and lactating 
women.  

2. To prevent those moderately malnourished becoming severely malnourished.  

3. To rehabilitate moderately malnourished children and pregnant and lactating women 
through the provision of fortified supplementary food.  

4. To promote key nutrition messages. 

TSF distribution occurs two times within a six-month period.  A single three-month ration 
consists of 25 kg CSB and three liters of vegetable oil.  The same ration is given to children age 
6-59 months and PLW.  There is no monitoring of nutritional outcomes.  At the end of six 
months, beneficiaries automatically leave the program.   
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As noted in Chapter 3, the USG contributed an average of 69 percent of all total WFP food aid 
delivered over the past five years.  These deliveries include minor, secondary support for WFP's 
Targeted Supplementary Food (TSF) program, via emergency relief assistance.  USAID/FFP 
added that the TSF program, as currently implemented, “needs improvement with targeting, 
timely response and follow up.
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185 In 2008, the program reached 720,000 children and 420,000 
pregnant and lactating mothers at a cost of US$42 million.  The TSF currently covers 167 
chronically food insecure woredas in Afar, Amhara, Oromia, SNNP, Tigray, Gambella, and 
Somali Regions (see Annex VII for a listing of TSF woredas). 

A recent evaluation of the impact of WFP’s Targeted Supplementary Food program on 
children's nutritional status186 implemented a prospective cohort study to compare nutritional 
outcomes for children who received TSF food and those who do not.  For ethical reasons, the 
evaluation defined treatment and control groups based on the whether the timing of TSF food 
delivery was prompt or delayed.187   

The evaluation concluded that while the TSF program improved nutritional status of 
malnourished children in the study,188  the program's impact on nutritional outcomes was muted 
for two reasons that are important for this Bellmon analysis.  First, the study found high inclusion 
error because many children enrolled in TSF did not in fact suffer from moderately acute 
malnutrition.  At the time of enrollment, only 36.4 percent of study children were acutely 
malnourished based on weight-for-height z-score (WAZ) of <-2.0, and only 53.6 percent were 
acutely malnourished using a MUAC of 12.0 cm as the cut-off.  The most common reason for 
this source of inclusion error was inaccuracy of MUAC measurements arising from: (1) 
systematic error due to screeners' tendency to squeeze the measurement tape tighter which 
biased numbers upwards to just above the cut-off for inclusion in the program, and (2) 
potentially large random error, possibly related to poor training of measurement staff.  

Second, the study found that inclusion error also occurred because food was commonly shared 
with other household members ("low compliance").  The study noted that "the targeted child ate 
less than 1/2 of TSF food in many households, and in almost no households did the food last 
the entire three months before the next food distribution" (Skau 2009, p.9).  While the authors 
speculate this may have partially been due to overall household food insecurity, they also found 

                                                
185

 USAID/FFP/W email communication 10/1/10
186

 Skau , J., T. Belachew, T. Girma, and B.A. Woodruff.  2009. “Outcome Evaluation Study of the Targeted Supplementary Food 
(TSF) Program in Ethiopia.” Ethiopia: World Food Programme.
187

 Further adjustments to the sample design were necessary due to more timely delivery of food aid than the study team anticipated.  
The evaluation was designed to use 'delayed' food delivery as a control group because the TSF had faced challenges in timely 
delivery of food assistance.  At the time of the evaluation, however, the delays appeared to be less of a problem than the study team 
anticipated based on previous reports. For the purposes of this Bellmon, however, these adjustments are not critical as they did not 
affect the level of inclusion error.
188

 Program effectiveness (improvement in nutrition of malnourished children), as measured by the change in weight-for-height z-
score, weight gain, change in MUAC, and recovery from malnourishment, was determined at the first three intervals. Extensive data 
was collected on potential confounding variables to correct for confounding bias. Confounding occurs when a variable differs 
between the experimental and control groups.
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that the design of the TSF program provided insufficient training of caretakers to adequately 
influence poor feeding practices of children enrolled in the program.
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The authors recommended that the TSF could be improved by: (i) better targeting, so it includes 
only children suffering from moderate acute malnutrition, via: (a) long-term employed 
measurement staff; (b) improved measurement accuracy by the EOS (Enhanced Outreach 
Strategy) screening teams; (c) validation of all MUAC measurements below defined threshold; 
(d) verification of TSF eligibility via 2-stage screening; (ii) reducing the probability of lack of 
compliance, via intrahousehold-sharing of TSF food,  by telling households the ration is 
“medicine to cure the child’s nutritional disease”; (iii) link TSF more closely to health centers so 
severely malnourished children can be referred to health centers for further treatment, which 
includes improving access to feeding programs in rural areas. 

Inclusion errors have the potential to negatively impact markets and production incentives.  The 
larger the inclusion errors are, the greater is the potential for a substantial impact on local 
markets.  Given that some overlap is expected between children whose WAZ would qualify 
them for TSF rations, and those for whom their MUAC would qualify them, it is difficult to assess 
just how much inclusion error is occurring under the TSF program.  Nevertheless, even if we 
assume no overlap and we count only children (excluding PLW), inclusion error is 10 percent of 
720,000 children -- which represents 1,800 MT of CSB and 216 MT of oil.  If we assume half of 
children qualify based on both WAZ and MUAC, then inclusion error is 28.2 percent -- implying 
that 203,040 children should not receive TSF rations – and this represents an extra 5,076 MT of 
CSB and more than 609 MT of oil potentially impacting local markets.  

As noted above, one obvious concern from the perspective of potential market impact is the 
degree of overlap when there is more than one food aid program operating within a given 
geographic area.  As the map below shows, there is overlapping coverage of WFP TSF with 
USAID MYAP-supported PSNP woredas.  There is even greater overlap between the WFP TSF 
woredas and all the current 230 woredas for PSNP, including USAID-supported and GOE-
supported.  
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Prepared by Fintrac Inc. 

 
Figure 26. Location of Select Food Aid Programs by Type  

7.5.2. School Feeding Program 

WFP supports the only Food For Education (FFE) program in Ethiopia, the Food for Education 
and Children in Local Development (FFE-CHILD) program, which is designed to increase 
enrollment and attendance in primary schools.  The 2007-2011 program added several 
community-based interventions (the CHILD component) which assist local communities to use 
schools as development training centers. USG is one of the program's main donors, along with 
Canada, several European countries, Japan, and Russia. 

FFE-CHILD currently targets 137 woredas in six regions (Amhara, Afar, Oromya, SNNPR, 
Somali and Tigray).  Approximately 474, 000 primary school children are provided a cooked 
meal in school; while an additional 81,000 girls in pastoralists area receive an additional take-
home ration of eight liters of vegetable oil per semester (16 liters per year) conditional on an 80 
percent attendance rate.  The food basket and ration size for the school meal is 120 gm 
CSB/FAMIX per child per day, 6gm vegetable oil per child per day, and 3gm of salt per child per 
day.  The food is provided for 176 school days in the academic year.  The FFE program is 
expected to expand in Afar and Somali region by September 2010, and will then target 524,000 
children in the coming year.  
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A mid-term evaluation of WFP's Country Programme
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190 was recently conducted.  Positively, the 
team found that enrollment rates, retention rates, and gender equity had all exceeded planned 
targets in the first two years of the 2007-2008 program cycle.  However, food deliveries to 
schools were missed on 27 percent of school days in 2007 and on 56 percent of school days in 
2008.191  While the evaluation generated a number of recommendations to address shortcomings 
in then-current program implementation,192 the team found that the program suffered from 
exclusion error (insufficient coverage of needy beneficiaries), rather than inclusion error. 

The evaluation team credits the program's increased impact over the previous two five-year 
cycles largely to the inclusion of the CHILD element.  This naturally gives rise to the question of 
just how important the use of food rations (or the current size of the rations) is to achieving 
program goals.  There is insufficient information in the evaluation to speculate in any intelligent 
manner.  This finding (the importance of inclusion of CHILD for overall FFE program success) 
suggests parental education and behavior change may be relatively important factors for 
influencing investments in young children's human capital.   

Again, one obvious concern from the perspective of potential market impact is the degree of 
overlap when there is more than one food aid program operating within a given geographic 
area.  As the map below shows, there is overlapping coverage of WFP school feeding with 
USAID MYAP-supported PSNP woredas.  There is even more overlap between the WFP school 
feeding woredas and all the current 230 woredas for PSNP, including USAID-supported and 
GOE-supported.  

In assessing appropriate initial geographic targeting, potential MYAP Awardees should take into 
account all other potentially overlapping programs to ensure their own market analysis in 
support of program design accounts for other interventions underway in local areas.  This is true 
both in terms of overall beneficiary numbers and in terms of tonnages of specific commodities 
distributed under the auspices of various GOE and donor programs.  

7.5.3. Possible Nutrition-Focused Feed the Future Intervention 

While the USG has committed to participating in the PSNP for the next MYAP cycle, including 
USAID Title II planned initiatives, there may be funding for a modest nutrition-focused 
intervention in the future.  Based on review of relevant reports and discussions with key 
informants, this study assessed a possible investment in early childhood nutrition either within or 
alongside the PSNP.     

Surveys in Ethiopia have persistently found more than half the children under five years old to 
be stunted in height, which is the best indicator of chronic under-nutrition.  Combined with poor 
access to clean water and sanitation, which heavily influences the overall burden of childhood 
disease, poor Infant and Young Child Feeding (IYCF) practices result in extremely high rates of 
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early childhood malnutrition in Ethiopia and contribute to a cycle of chronic poverty.  According 
to the 2005 DHS, nearly one in every 13 children born in Ethiopia dies before reaching age one, 
while one in eight does not survive to age five. The long-term human capital effects  -- including 
negative impacts on cognitive development, productivity, lifetime earnings, and health – justify a 
preventive approach to early children malnutrition.   

While the burden of malnutrition is widespread, there are some important gender, socio-
economic, and geographic differences in prevalence.  The DHS found prevalence is higher 
among boys compared to girls, in rural areas compared to urban areas, and among children in 
households with less-educated women. Results based on analysis of nationally-representative 
surveys have consistently found a strong association between mothers’ level of education and 
child mortality.
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193  According to the 2005 DHS, "Children born to women with at least some 
secondary education experience an infant mortality rate of 37 deaths per 1,000 live births, 
compared with 83 deaths per 1,000 live births for those whose mothers are not educated at 
all."194  This association is reflected in the correlation between maternal education and stunting in 
children under five; children of mothers with no education have a stunting prevalence rate of 
49.0 percent versus children of mothers with secondary education or higher, who have a 
stunting prevalence rate of 24.0 percent.195  There are also substantial differences in the 
nutritional status of children across regions, with chronic malnutrition most prevalent in Somali 
Region, SNNP and Amhara, and much lower in Addis Ababa and Dire Dawa (see table below).  

As noted above, the GOE and donors already have a number of programs in place to increase 
schooling, income growth, and promote overall food security. Recent evaluations of these 
interventions indicate overall success; the main ‘weakness’ is exclusion error due to resource 
constraints.  The one exception appears to be one of the largest and most expensive 
supplementary feeding programs in the world, WFP’s TSF, which is reportedly underperforming 
in ways that may be leading to potentially significant impacts on the market.  A modest nutrition-
based intervention within the parameters of a Title II MYAP, specifically focused on preventing 
malnutrition in young infants and children under the age of two, has the potential to complement 
PSNP food aid distribution and activities, without adding substantially to the volume of 
distributed food aid.   

If program design is based on solid formative research into the determinants to childhood 
malnutrition in local areas, the results could yield important lessons for larger nutrition 
interventions. For example, one study196 simulated the impact of various interventions and found: 

“[I]ncreasing the community’s ability to rightly diagnose stunted and nonstunted children, 
respectively, as stunted and nonstunted by 25 percentage points has similar effects as 
does providing at least one female adult per household with primary education. [This] 
impl[ies] that enhancing awareness of growth faltering in communities and the capability 
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to spot it may be an effective, complementary, and timely response to address growth 
faltering in Ethiopia” (p.298) . 

Geographic targeting should be driven by the same considerations behind geographic targeting 
of Title II interventions, with additional consideration given to indicators of childhood malnutrition 
(as measured by prevalence of stunting among children under five, and any other appropriate 
health indicators).  The table below shows the prevalence of moderate and severe stunting 
among children under five, by region, according to the most recent DHS.  The prevalence of 
severe stunting is highest in Somali Region, SNNP and Amhara.  The prevalence of moderate 
stunting is highest in Amhara and SNNP; rates in Somali Region are just under the national 
average.  

Table 28. Prevalence of Moderate and Severe Stunting in Children Under 5, by 
Region, per 2005 Ethiopian DHS 
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Region Percent Severely Stunted Percent Moderately Stunted 
HAZ <-3SD  HAZ <-2SD 

Tigray 16.7 41.0 
Affar  21.6  40.8 
Amhara  26.5 56.6 
Oromia  21.8 41.0 
Somali Region 30.3  45.2  
Benishangul-Gumuz  19.7 39.7  
SNNP  29.1 51.6 
Gambela  12.6 29.3 
Harari  17.0 38.7 
Addis Ababa   5.4 18.4 
Dire Dawa  13.8 30.8 
Total  24.1 46.5 
Source: 2005 Ethiopian DHS

Given that many households within PSNP woredas receive assistance through the PSNP, and 
some also receive assistance through other large food aid programs (e.g,. WFP's TSF and/or 
WFP's FFE), potential Awardees may consider designing a nutrition intervention with a minimal 
food aid component.  Any nutrition-based intervention that is implemented with limited 
distribution of food would have limited to no negative impact on production incentives or 
markets.  

7.6. Key Targeting Considerations 

This section summarizes key targeting considerations for all distributed food aid interventions in 
Ethiopia from the perspective of market impact. Considerations include geographic targeting, 
seasonal targeting, household targeting, and commodity selection. 

7.6.1. Geographic Targeting 

As discussed in greater detail in Section 7.2, it appears that the majority of the areas in which 
current MYAP Awardees operate are among the areas that face the most difficulties meeting 
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their annual food requirements in a typical year.  Based on review of available data, and 
assessment of indicators of current market performance, future MYAP interventions may 
continue to be largely targeted to the same set of woredas where current MYAP Awardees are 
operating without undue concern of negative market impact.   

Data made available for this analysis only included the four regions in which MYAP partners are 
currently implementing 'traditional' PSNP activities.  It is recommended that a similar analysis be 
undertaken using the HEA baseline data Save the Children-UK has collected for Afar and 
Somali Regions, to garner a better understanding of the livelihoods of populations that 
are/should be considered for programming under the Pastoral Assistance Program. 

Selection of woredas that receive cash transfers rather than in-kind food aid should account for 
(1) relative degree of market dependence and (2) relative purchasing power across geographic 
space.   

7.6.2. Seasonal Targeting 

The majority of food aid distributed in Ethiopia falls under the umbrella of the PSNP, WFP itself 
or the JEOP.  Under the PSNP, food aid is planned for distribution during the months of January 
to June .
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197  Assuming this six-month period coincides very closely each year with the lean 
season when domestic stocks are lowest, and staple food prices highest, it is reasonable to 
assume there will be little to no negative impact on production incentives or local markets.   

Timeliness of food aid delivery is a recurrent theme in reviews of program effectiveness.  
Several evaluations have noted problems with delayed delivery of assistance under the PSNP, 
with wide variance reported over how timely the food/cash distributions have been in practice.   
Some of the factors that lead aid agencies to undertake ill-informed food aid shipments are due 
to problems with program implementation rather than program design.  These problems include 
delayed food shipments, and delayed distributions due to administrative inefficiencies.  While all 
food aid programs are subject to pipeline disruptions, ensuring adequate staffing and proper 
contingency planning (including possible prepositioning of food aid and local procurement to 
meet shortfalls due to pipeline breaks) can minimize the negative impacts of poorly-timed 
assistance. Some of the reported reasons for these delays include 1) governmental capacity, 
especially at the kebele level, 2) NGO capacity for MYAP-supported woredas, 3) infrastructure 
and communications deficiencies, especially in more remote areas, 4) challenges in determining 
actual PSNP and/or JEOP beneficiary lists, and 5) updating PSNP beneficiary lists annually or 
determining if PSNP beneficiaries have met the criteria for graduation.   

Given its heavy dependence on rain-fed agriculture, and poorly functioning markets, local 
supply shortfalls follow a strong seasonal pattern in Ethiopia.  A recent study of the impacts of 
food aid on production incentives in Ethiopia198 cites the importance of conditioning food aid on 
local supply shortfalls, rather than national production figures.  The authors conclude that,  
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"[F]ood aid produces no significant disincentive during deficit periods….[however,] food 
aid that arrives in the absence of a major production shortfall  will depress prices. This 
finding underscores that, were food aid properly and efficiently planned and delivered, it 
would not likely threaten long-run production"
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7.6.3. Household Targeting 

Targeting of households for inclusion in the PSNP is accomplished via Community-Based 
Targeting (CBT). Typically, and ideally, the CBT process will be transparent and involve 
community leaders, local kebele-level officials and NGO personnel.  Registration for the PSNP 
is supposed to be completed and reviewed on an annual basis, and to determine whether 
beneficiaries have met the conditions for graduation.     

A review of the effectiveness of CBT in Ethiopia200 found, "A strikingly high percentage of 
households … did not correctly understand how assistance was being allocated in their 
communities” (IFPRI, p.2).  Interviews with beneficiaries and non-beneficiaries during field work 
occasionally echoed this finding.  However, the Devereux and Sabates-Wheeler assessment in 
2008 determined that communities’ understanding of targeting and graduation criteria for the 
PSNP program had improved since its inception in 2005.  However, the program sometimes 
allocates assistance quite differently among similar households; this imbalance could be 
attributed to the program’s resource constraints.  Nevertheless, this imbalance appears to be 
contributing to some confusion among beneficiaries and non-beneficiaries alike about the 
targeting criteria.  However, this does not necessarily imply that targeting criteria are not fair and 
rational.  Indeed, most indications point to substantial exclusion error rather than inclusion error.  
Sharing of rations between families likely lessens some of the tensions that arise over targeting, 
and overall, it can be very difficult to objectively measure greater need between two almost 
equally poor families.  However, greater communication about targeting criteria could further 
improve community awareness.  As the same review noted, “Better flows of information have 
the potential to improve the effectiveness and consistency of targeting as well as increase 
residents’ trust that relief is being disbursed according to fair and rational criteria" (IFPRI, p.1).  

Evidence from several studies suggests both high inclusion error and high exclusion error, 
depending on the program type and specific intervention, both of which contribute to reduced 
program impact and inefficient use of humanitarian resources.  A recent report201 focused 
specifically on targeting effectiveness of the PSNP during its first two years of implementation 
(2005-2007).  The study found that, on the whole, the PSNP was well-targeted and functioned 
as an effective safety net (i.e., it stabilized household asset holdings, which allowed 
beneficiaries to retain assets and, in some cases, increase assets).  Resource constraints 
resulted in exclusion error, with limited inclusion error.  As long as food aid is targeted to 
households which lack effective demand, and therefore do not participate in the market as 
buyers, such transfers will have no negative impact on the market.  To the extent food aid is 
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targeted to households which lack sufficient resources to produce surplus for sale in the market, 
such transfers will have no negative impact on production incentives.   

The report recommended two specific improvements in the targeting system including: 

· Improving the timing of Public Works and payments in terms of seasonality (which 
months PW labor is required), number of days per month  (especially for the poorest 
households with relatively fewer able-bodied adults, and hours per day (to ensure PW 
did not prevent households from allocating labor to other productive activities 

· Improving the effectiveness of the appeal and grievance system to ensure the 
procedures are independent, accessible and effective in practice 

Both of these recommended improvements are being implemented with varying degrees of 
success.  Their success is dependent on good, continued communication and implementation 
between targeted communities, local GOE staff, and NGOs. 

One  finding was that "cash only" beneficiaries were wealthier than beneficiaries who received 
food only or a food/cash mix.  The study team recommends that potential Awardees review 
whether this correlation still exists, and to plan to work with appropriate  GOE officials, other 
international and local NGOs, and other stakeholders to make any appropriate adjustments.   

Finally, in the run-up to Ethiopian elections in May 2010,
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202 there were charges in the 
international press that ruling party (EPRDF) affiliation was a factor in determining who would be 
selected as PSNP beneficiaries.203  During the Bellmon team’s field visit in April 2010, numerous 
interviewees remarked that party affiliation was probably one of many factors in PSNP 
beneficiary selection, but it would be very difficult to measure or prove.  If party affiliation is a 
factor in PSNP participation, the influence of this as a factor would vary greatly from region to 
region, and woreda to woreda.   

7.6.4. Commodity Selection 

To avoid creating a substantial disincentive to production or disrupting local markets, the 
selection of commodities for distribution should be based on analysis of local market conditions, 
consumer preferences (particularly the strength of those preferences, and beneficiary 
willingness to substitute foods for one another).  This study provides general guidance regarding 
the appropriate selection of commodities for distribution.  Given the size of the country, the 
heterogeneity of livelihoods and food preferences, and the uneven performance of food markets 
across the country, it will be incumbent upon potential Awardees to develop a thorough 
understanding of local conditions in the areas in which they expect to distribute food aid. 

Choice of Cereal.  The cereal Awardees should distribute depends on how important it is for 
the cereal ration to be self-targeting versus, nutritional support or an asset transfer, for instance.  
Depending on availability, Awardees may have limited control over the selection of a specific 
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cereal that would be most appropriate to their area of intervention. To discourage inclusion 
error, PSNP rations should be self-targeting.  The appropriate cereal for any nutrition-focused 
intervention would not bear the same need for self-targeting. 

Unlike in other countries, where there is one food (typically, one cereal crop) which is a staple 
for the majority of the population, in Ethiopia, the types of food that people consume very much 
depends on whether one leads a pastoralist or agriculturalist livelihood, and in which region of 
the country a person lives. This slightly complicates the appropriate choice of a cereal for 
inclusion in distributed food aid ration. 

In addition, potential Awardees should investigate the degree of flexibility in selecting the cereal 
for inclusion in the PSNP ration given GOE involvement.  USAID/FFP confirmed that the ration 
for GOE-targeted woredas is 15kg cereals only, as opposed to the MYAP-supported ones with 
15kg cereal/1.5kg pulse/0.45kg oil.
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204  The PIM does not dictate which cereal must be distributed. 

Teff and wheat are luxury cereal crops, and thus have a high income elasticity of demand.205 
Maize is the main crop consumed by lower and middle income households, while teff is 
consumed by higher-income households.  Maize, or its closest substitute would therefore be 
more appropriate than teff, or its close substitute if the goal is self-targeting. 

In rural areas, wheat consumption increases with income, according to CSA).  In urban areas, 
wheat consumption declines with increasing income, and is replaced by teff.  Therefore, in rural 
areas, wheat would not be self-targeting, whereas in urban areas it would.   

MYAP Awardees have been distributing wheat, sorghum, and bulgur wheat.206  During 2005-
2009, wheat has been the largest contribution followed by sorghum.  Corn soy blend (CSB) has 
also been distributed, but primarily through Food For Education (FFE) and for emergency relief 
programming. 

During the field visit, the study team heard that beneficiaries valued wheat rations because of 
taste, durability against spoilage, and as a larger asset transfer than the same quantity of 
sorghum (a cheaper, less preferred cereal).  Interviewees noted that beneficiaries infrequently 
self-monetized wheat rations to meet cash needs and/or to purchase larger quantities of 
sorghum.  This lends support to the notion that wheat may not be a fully appropriate commodity 
to distribute in rural areas if the goal if self-targeting.  Prospective MYAP partners should 
determine local preferences and tastes for potential implementation areas.   

Choice of pulses.  The pulse(s) Awardees should distribute depends on how important it is for 
the cereal ration to be self-targeting versus nutritional support, for instance. Depending on 
availability, Awardees may have limited choice in selecting a specific pulse that would be most 
appropriate to their area of intervention.  To discourage inclusion error, PSNP rations should be 
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self-targeting.  The appropriate pulse for any nutrition-focused intervention would not bear the 
same need for self-targeting. 

What should NGOs be distributing? Can we say anything about consumer preferences 
for pulses? 

MYAP Awardees have been distributing mostly yellow split peas in recent years and visits to the 
field by the Bellmon team noted general acceptance of this pulse. 

Interviews during the field visit also suggest that self-monetization of the pulses distributed via 
the PNSP rarely, if ever, occurs. 

Choice of oil.  Barring local procurement of a different type of edible oil, Awardees do not have 
control over the type of oil for distribution.
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207  However, Awardees can adjust the amount of oil to 
include in the ration.  To discourage inclusion error, the overall PSNP ration should be self-
targeting (i.e., the overall value and the individual components of the ration should be self-
targeting).   

The income elasticity of edible oil demand is highly elastic (approximately 2.55),208 implying that, 
at least at the national level, edible oil is considered a luxury good by consumers.  As noted in 
Chapter 6, large gaps exist between urban and rural consumption of oil. In urban areas, 
consumption averages 5.62 liters per year versus only 0.9 liters in rural areas.209   Part of this 
gap is surely due to differences in wealth across urban and rural areas, but may also reflect 
dietary customs and preferences. 

As part of the PSNP ration, MYAP Awardees have been distributing 0.45 kg of vegetable oil per 
person per month.  Based on six months of participation, beneficiaries receive 2.7 kg of 
vegetable oil during a single year.  This compares to the average of 0.9 liters per person per 
year in rural areas among all wealth groups (not just the poorest households, who would be 
targeted by the PSNP and would, presumably, consume even less than the average for all rural 
households). 

Potential Awardees should evaluate local consumption patterns to determine if a smaller volume 
of distributed oil would be appropriate.  Interviews during the field visit suggest that self-
monetization of vegetable oil distributed via the PNSP occurs frequently, and is often dependent 
on cash needs of individual families.  USAID oil was seen at Desse and Mekele markets in 
Amhara and Tigray regions, respectively.  This may reflect either (1) FFP oil represents an 
asset transfer over and above its value as food (similar to wheat, which (anecdotally) is 
infrequently sold in exchange for a larger volume of sorghum), or (2) the amount of oil included 
in the current ration appears to be larger than the amount current beneficiaries would consume 
regardless of its asset transfer value.   
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As discussed in greater detail in Chapter 6, producers of edible oil seeds in Ethiopia market 
most of what they produce.  Demand and supply conditions within local market catchment areas 
will influence whether distributed oil has a depressing effect on prices.  Based on the high 
degree of substitutability among the many varieties of edible oil available on the market, 
consumer preferences appear relatively weak.  This may suggest that distributed oil has a 
greater potential to displace normal market purchases, as compared to a commodity with no 
close substitute.  Unfortunately, there are no data available to estimate the price elasticity of oil. 
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BEST ANALYSIS – ETHIOPIA  ECONOMIC DATA AND TRENDS   1 

Annex I. Economic Data and Trends 

I.i. GDP/GNP per Capita 

According to World Bank figures, per capita incomes nearly doubled between 2003 and 2008 
(US$870 by 2008), as Ethiopia’s economy experienced double-digit growth rates (11 to 12.5 
percent) during this period.  However, the inflation rate, measured by the consumer price index, 
tripled between 2005/06 and 2008/09.  Thus, growth would have been more robust in the 
absence of double-digit inflation over the past few years.   

Table 1. Economic Growth 
2003 2004 2005 2006 2007 2008 

GDP (current, US$ billions) 8.6 10.1 12.3 15.2 19.4 26.5 
GNI per capita, PPP (current international $) 490 560 630 700 780 870 
Source: The Word Bank, 2009

Table 2. Macroeconomic Indicators (% Change, Unless Indicated Otherwise)  

2003/04 2004/05 2005/06 2006/07  2007/08 2008/09 

Real Sector 
Real GDP  11.9 12.6 11.5 11.5 11.6 11.2 
Consumer Price Index  8.6 6.8 10.6 15.8 18.4 36.4 

External Sector 
Exports  24.2 41.2 18.1 18.5 23.7 -1.2 
Imports  39.4 40.4 26.4 11.6 32.9 13.5 
Average Exchange Rate ETB/USD  8.62 8.65 8.68 8.79 9.24 10.40 
Reserves in months of imports  3.7 3.5 2.5 2.1 1.6 1.7 
Total Merchandise Exports (USD million)  600 847 1,000 1,185 1,466 1,448 
Total Merchandise Imports (USD million)  2,584 3,633 4,593 5,126 6,811 7,727 
(Source: Ministry of Finance and Economic Development; National Bank of Ethiopia, in CFSAM Feb 2010, CFSAM Jan 2009, 
CFSAM Jan 2008, CFSAM Feb 2007)

The agricultural sector has been the driver of economic growth, outpacing the services sector.   

Table 3. Decomposition of GDP 

2003 2004 2005 2006 2007 

Agriculture, value added (% of GDP) 42 44 47 48 46 
Industry, value added (% of GDP) 14 14 13 13 13 
Services, etc., value added (% of GDP) 44 42 40 39 40 
Source: The World Bank

Agricultural exports, particularly oilseeds and pulses, have increased in volume terms since 
2003/04.  Oilseed and pulses exports are among Ethiopia’s top commodity exports.  Ethiopia 
also exports large volumes of coffee, gold, leather, leather products, and chat. 
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Table 4. Major Exported Food Commodities (‘000 MT)  

Commodities 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 

Oilseeds 105.9 170.8 265.7 235 152.1 287 
Pulses 73.2 121.7 110.4 158.8 233 138 
Source: National Bank of Ethiopia, Customs Authority, in CFSAM Feb 2010, CFSAM Jan 2009, CFSAM Feb 2007

I.i.i. Inflation 

Inflation levels have risen as a result of an economic expansionary policy, coupled with a 
temporary shortfall in the availability of food due to the combined effect of a poor 2008 Belg 
harvest and the global food crisis.  The CPI increased substantially in early 2008, peaked in 
June (prior to the global food crisis), and declined substantially thereafter, as shown in the figure 
below. 

Figure 1. Components and Trends of CPI 

Source: World Bank

Although the sharp increase in cereal prices is largely responsible for inflation, an underlying 
non-food component remains at significant levels and is now the dominant element of inflation.  
Indeed, if the food component is removed from the CPI calculation, the core rate of inflation 
continues to exceed 15 percent.   

The GOE initially ignored the underlying inflation as an inconsequential side effect of economic 
development.  However, the government now acknowledges inflation as a result of the rapid 
increase in the money supply - at an annual growth rate of 23 percent of GDP to 2008/09.  New 
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measures have been introduced to contain further growth to 17 percent of GDP, which may 
result in a reduced rate of inflation if successfully implemented. 

I.i.ii. Calculation of GDP  

Since agriculture contributes approximately 47 percent of the Ethiopian GDP, and since more 
than 60 percent of agricultural production remains within the household, or is traded between 
households at the village level, without reference to a commercial market, roughly 30 percent of 
the GDP is therefore only quantifiable through agricultural production estimates. In the past, 
estimates of production have varied considerably.  FAO and MOARD production estimates for 
2007/08 surpassed 20 million MT, while the CSA estimate for the same year was less than 16 
million MT. A 25 percent difference in a 47 percent component of GDP is equivalent to 12 
percent overall, suggesting that the margin of error in the national and per capita GDP 
calculations may be considerable. 

The element of uncertainty is much larger when GDP figures are converted to purchasing power 
parity estimates, estimating the value in fixed US$ terms of the national consumption. In this 
case, the reference values of each of the items consumed should be objectively determined, as 
well as the volumes of each. This again requires an assessment of consumption, which has not 
been undertaken on a regular basis in Ethiopia. 

As a result, GDP estimates in absolute terms are subject to such a degree of inaccuracy as to 
be of limited value. The most useful statistic being the relative change in GDP, be it nominal, 
real, or on a purchasing power parity (PPP) basis. It is the rate of change rather than the 
absolute level that is of greatest significance to the performance of the economy overall, and will 
indicate with a useful degree of accuracy whether or not conditions may be improving or 
deteriorating. 

I.i.iii.  Population 

The population of Ethiopia and its distribution has not been comprehensively assessed since 
1994.  The 2007 census provided new data which surprised many analysts who expected 
population levels to be approximately 5 percent higher than the census indicated.  Nevertheless, 
CSA data indicates that in May 2007 the population stood at 73.918 million, of which 11.956 
million (16.2 percent) was in urban areas (towns above 5,000 in population) and 61.962 million 
(83.8 percent) was in rural households.  The calculated annual population growth rate for 2007 
was 2.6 percent.  Extrapolation of this data suggests a total population at June 2010 of 80.007 
million and an increase in population of approximately 2.08 million per year. 

I.ii. Products and Service Industries 

As indicated in the table above titled "Decomposition of GDP,"  industry contributes less than 15 
percent of GDP, while services contribute approximately 40 percent.  Each sector consists of a 
number of subsectors, briefly described below. 



Prepared by Fintrac Inc. 

BEST ANALYSIS – ETHIOPIA  ECONOMIC DATA AND TRENDS   4 

I.ii.i. Manufacturing 

Ethiopia's manufacturing sector is small, but has been growing in the last three years in 
response to increased domestic purchasing power.  Manufacturing is largely based upon 
agricultural production and includes milling, baking, and biscuit manufacture.  Milling is growing 
at an especially rapid rate; the number of mills increased by 50 percent from 2003 to 2008.  On 
the other hand, the oil processing subsector has stagnated in the face of strong international 
competition and subsidized imports of palm oil in 2008 and early 2009. 

Other industries include leather goods and cement.  Cement has especially benefitted from the 
recent boom in construction, electric cables, drip irrigation equipment, and automobile 
manufacture.  Ethiopia's main manufactured exports (in decreasing value) are leather and 
leather goods, processed foods, and textiles.  

The manufacturing sector employs less than one percent of the national workforce,1 and 60 
percent of the manufacturing sector is concentrated in the textile and food industries.  If all 
envisaged investments in new hydroelectric schemes and repairs to existing plants take place, 
the manufacturing sector will have a low-cost, consistent power supply.  This, in combination 
with the country's low cost of labor, could potentially qualify Ethiopia as the region's lowest-cost 
manufacturer in the future.  

I.ii.ii. Construction 

The construction sector boomed from 2007 to 2009 as projects from both the private sector and 
the government competed for labor, steel, and cement to such an extent that Djibouti port 
became over congested with the importation of these commodities.  Currently, the reduced 
availability of finance has slowed or stalled many private sector projects.  Government 
expenditure, however, continues unabated.  Recent projects include the construction of a new 
dam and hydroelectric scheme (Gibe III), expansion of Wollo University, road construction, and 
new railway construction. 

I.ii.iii. Mining 

Ethiopia does not have a large mining sector, although gold production does contribute 
significantly to GDP and tantalum is exported in limited quantities.  Salt extracted from the flats 
in Afar is domestically important.  The country possesses reserves of hydrocarbons, including 
natural gas and oil reserves in the Ogaden region, and in the Anuak areas of Gambella.  
Although some concessions have been signed for the development of these reserves, nothing 
has yet been commercially produced. 

I.ii.iv. Finance and Business 

The financial sector is a significant component (10 percent) of Ethiopian GDP.  The sector is 
dominated by GOE-financed institutions.  The government dominates lending, controls interest 
rates, and owns the largest bank (the Commercial Bank of Ethiopia), which accounts for two-

                                                
1
 GOE Industrial Policy Paper 2004
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thirds of outstanding credit.  The central bank (the National Bank of Ethiopia) has a monopoly 
on all foreign exchange transactions and supervises all foreign exchange payments and 
remittances. 

In recent years, the state has allowed the local private sector to participate in banking, but 
foreign ownership and branch operations remain strictly barred.  As of 2008, there were three 
government-owned banks, nine private banks (controlling 30 percent of total bank assets in 
2006), and nine insurance firms.  

The microfinance sector is relatively well-developed but not strictly supervised.  Currently about 
30 microfinance institutions (MFIs) operate in the country and have become a major source of 
financial services to many businesses.  Some unlicensed NGOs are also active in the delivery 
of microfinance services through informal channels.  

Capital markets are in initial stages of development.  The government issues a limited amount 
of 28-day, 3-month, and 6-month Treasury bills.  The non-banking sector remains largely 
undeveloped, except for 12 insurance companies with about 190 branches across the country.  

Although inflation reached high levels in 2008/09, interest rates remained at 18 percent or below 
(with the exception of MFIs, which were allowed to charge higher rates).  The central bank has 
attempted to control inflation by restricting the volume of credit, rather than the cost of credit.  
These controls eased in February 2010 when banks were allowed small increases in their 
individual loan caps; however, the majority of restrictions to reduce inflation remain.   

I.ii.v. Tourism 

Tourism is Ethiopia's third largest export earner and accounts for two percent of Ethiopia's GDP 
and about 15 percent of its foreign currency earnings.  The sector has significant growth 
potential; the country has many attractions and a growing number of tourists (148,000 in 2001 to 
430,000 in 2009).  Surprisingly, the current global recession has not greatly affected the sector.  
Earnings in 2009 were US$204 million as compared with $213 million in 2008.  However, the 
majority of income earned by the tourism sector is currently derived from transportation 
(Ethiopian Airlines), and represents business as well as tourist expenditure. 

I.iii. Future Trends 

Current export performance lags behind the GOE target of US$2.5 billion, achieving roughly 56 
percent of this figure by the end of the third quarter.  This trend is largely unrelated to domestic 
production but rather due to lower global prices and reduced international demand.  It is likely 
that this trend will take time to reverse and that the balance of trade will deteriorate further.  

Although the global financial crisis has not directly impacted the Ethiopian financial sector, it has 
impacted the Ethiopian economy in at least three ways.  Remittances which have exceeded 
US$1.3 billion in past years have substantially declined to less than US$800 million per year.  
Foreign direct investment is also declining (currently less than 3 percent of all investment 
applications result in actual investment), and donor pledges have also been reduced. 
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All of these factors increase pressure on the Ethiopian Birr and reduce the effective value of 
domestic incomes so that the cost of importing food continues to rise.  The combination of these 
international factors, coupled with a high underlying rate of inflation (greater than 15 percent) 
and the existing restrictions in credit, have created conditions in which stagflation is possible.  
Whether or not the economy heads toward stagflation will depend upon the extent to which the 
ongoing government spending program is able to create real opportunities for increased 
domestic production.  Over the last three years, government capital expenditure has risen from 
ETB1.839 billion to ETB3.060 billion.  Although this nominal increase of 50 percent is closer to 
30 percent in real terms, it is nevertheless significant.   

The recent intervention of the IMF and associated GOE decision to restrict growth in domestic 
credit to 17 percent of GDP could contain inflation.  However, it remains to be seen whether a 
good balance between controlling inflation and maintaining growth will be achieved.  Credit 
control measures may or may not be maintained and/or they may or may not be at a suitable 
level to achieve the desired "soft landing." 

The restrictions in the availability of credit may reduce farmers' confidence in the market, which 
would limit productivity of the largest sector contributing to GDP.  In this case, stagflation is 
probable.  However, if government expenditure results in real increases in performance in 
agriculture and other sectors, the Ethiopian economy may avoid its potential crisis. 
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Annex II.  Agricultural Sector 

II.i. Production and Base Trends 

II.i.i. Introduction 

Production data regarding Ethiopian agriculture is debated, as there is a substantial disparity 
between MOARD and CSA figures and neither appears objective.  The MOARD data is based 
upon Farmer Association, Development Agent, and Woreda official estimates and has been 
prone to exaggeration.  Historically, CSA data was based on crop cutting and objective 
procedures; however, as of September 2008, the CSA methodology now includes GOE 
estimations.  Farmer surveys suggest that the CSA estimates for the Meher 2008/09 season 
and the 2009/10 forecast are both optimistic.  In the absence of other data, this Annex uses 
CSA estimates. 

II.i.ii. Cereals 

From 2002/03 to the present, agricultural production of key crops and areas sown to crops has 
increased, as shown in the figures below. 

Figure 2. Cereal Crop Yields 

Source: CSA Crop Estimates (2009/10 forecast)
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Figure 3. Area Planted to Cereals 

 

Source: CSA Crop Estimates (2009/10 forecast)

As shown in the figure below, the production of both teff and wheat has consistently increased 
as a result of favorable prices.  Teff, in particular, has become a high-priced staple of 
predominantly urban populations and is now grown as a cash crop rather than a staple food for 
the lower-income rural households.  Increased wheat production has been associated with 
increased urbanization, although the 2007 CSA Census indicates that the extent of urbanization 
has been limited (increasing from 13.5 percent in 1994 to 16 percent in 2007).  Nonetheless, 
high nominal wheat prices have certainly contributed to the increased output.  Production of 
maize, sorghum, and barley has also increased, but to a lesser extent and in a more variable 
fashion. 

Figure 4. Cereal Crop Production 

Source: CSA Crop Estimates (2009/10 forecast)
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The data indicate an almost linear increase in production since 2002/03.  It has been noted that 
this parallels the increase achieved under the green revolution in Asia; however, this hypothesis 
is weak since neither fertilizer nor inputs increased alongside production, and the validity of the 
data are questioned.  The following factors appear more reasonable explanations for the 
production increase since 2002/03: 

· Production in 2001/02 and 2002/03 was substantially depressed, first by low market 
prices that reduced farmers' incentives and capacity to plant new crops, and second by 
drought. 

· From 2005/06 to 2007/08, the country experienced widespread near-perfect weather 
conditions and consistent increases in price, in a manner that had not been experienced 
before. 

· Yields of maize (the main staple crop) have not increased significantly since 2001; most 
maize production increase is due to increased planting area. 

Although these increases could indicate a rapid recovery from 2002/03 production levels, 
continued increases in 2008/09 and 2009/10 are less likely, as the weather conditions are less 
than optimal and farmers report lower yields.  However, these obstacles could be overcome with 
an increased use of improved inputs.  Currently, use of improved seed is restricted to only a 
small proportion (estimates vary from 15-20 percent) of the population.  Although fertilizer 
supply reached a high of 728,000 MT (supply + carryover) in 2009, it is doubtful if all of this was 
used.  Nevertheless, GOE has taken steps to increase the availability of fertilizer in 2010 and is 
attempting to increase access to improved seeds in support of further yield increases. 

It is difficult to accept that increased planting area is a main factor of Ethiopia's production 
increase, given the fact that almost all of the country's land is already intensively cultivated.  
Nevertheless, farmers report that more land has been taken into cultivation as a result of 
reduced fallowing, the conversion of grazing lands, and the use of areas with poorer soils.  Also, 
some resettlement programs have allowed farmers to clear and cultivate fertile soils in more 
remote areas.  It is difficult to determine when agricultural area expansion will reach its limit; 
however, the law of diminishing returns will inevitably result in production on poorer soils and a 
reduction in overall yield per unit area. 

II.i.iii. Pulses 

Trends in pulses production are shown in Figure 4.  Ethiopia is a consistent exporter of pulses 
both to neighboring countries (especially Sudan) and to the Middle and Far East.  Horsebeans 
(mainly exported to Sudan) have consistently dominated pulse production, and this dominance 
shows little sign of reducing. 
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Figure 5. Pulse Production Trends 

.

Source: CSA Crop Estimated (2009/10 forecast)

Horsebeans production has continued to increase since 2003 and may well continue at the 
expense of other short season pulses such as vetch, chick peas, and haricot beans.  Haricot 
bean production strongly increased with the development of markets in Europe, but declined 
markedly in 2009, possibly as a result of the recession and associated decline in commodity 
prices.  Chick pea production followed a similar pattern as haricot beans; however, chick peas 
are typically sold in Pakistan and India and dependent upon those own countries' production 
levels.  Vetch is a low income staple and is often associated with the neurological disease 
lathyrosis; its decline in production is welcomed. 

The figure above tends to underestimate the volume of soya produced, since this crop is grown 
mainly by commercial and state farms (CSA data shown is only for small scale producers).  The 
CSA sample survey of commercial and state farms estimated pulse and oilseed production in 
2008/09 to be an additional 130,000 MT. 

II.i.iv. Oilseeds 

Sesame seeds show the greatest increase in oilseed production over the past three years, 
mainly in North Western Tigray and Amhara.  Ethiopia ranks among the foremost international 
exporters of this crop, as a very small amount of sesame seed is retained for domestic 
consumption or processing.   

Sesame production has now outstripped that of niger seed, which, for many years, was the 
most widely-grown and domestically-consumed oilseed.  Ethiopia exports a small volume of 
niger seed to Europe and North America as bird seed; this trade, although small, tends to 
determine the domestic price. 
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Figure 6. Oilseed Production Trends ('000MT) 

Source: CSA Crop Estimated (2009/10 forecast)

II.ii. Agricultural Exports and Imports 

Ethiopia's main exports of 2008/09 were coffee and oilseeds (including pulses), as shown in the 
table below.  Production data suggests that the largest part of the oilseed and pulse export was 
made up of sesame seed. 

Table 5. Ethiopian Exports - Fiscal Year 2008/2009 

Source: CSA External Trade Data

Import data shows agricultural imports for 2009 to be 11.6 percent of total imports in value, as 
shown in the table below.  Total imports marginally exceed 90 billion Birr.  Imports represent 59 
percent in value of exports.  Ethiopia is therefore a net exporter of agricultural produce in value 
terms, although the trade imbalance overall is substantial. 

 Commodity Value(ETB Million) Value (% of Total) Volume (MT'000) 
Coffee 4447.6 25.1 146.3 

Oilseeds and Pulses 4459.1 25.1 324.9 

Flowers 1749.3 9.9 32.5 

Chat (edible vegetables) 3415.1 19.3 249.5 

Leather and Leather Products 578.9 3.3 2.9 

Gold 1080.3 6.1 0.0074 

Live Animals 720.6 4.1 43.4 

Meat and Meat Products 302.5 1.7 7.4 

Fruits and Nuts 33.9 0.2 9.5 

Others 945 5.3 

Total 17,732.30 100 
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Table 6. Ethiopian Food Imports - Fiscal Year 2008/2009 

 Commodity Value(ETB Million) Value (% of Total) Volume (MT'000) 

 
ETB Million % of Total MT'000 

Essential Oils 541.5 5.2 82.6 

Sugar and derivatives 481.6 4.6 90.8 

Cereal Flour 392.8 3.7 46.6 

Tobacco 144.7 1.4 2.1 

Beverages 126.4 1.2 2.2 

Prepared Vegetables 101.3 1.0 10.8 

Miscellaneous foodstuffs 108 1.0 5.9 

Oilseeds 204.6 2.0 8.5 

Starches 636.6 6.1 132.4 

Cereals 4330.3 41.3 1,218.80 

Raw Vegetables 449.1 4.3 45.8 

Dairy Produce 106.5 1.0 1.9 

Animal Fats and Vegetable oils 2826.6 27.0 224.5 

Fruits and Nuts 33.9 0.3 9.5 

Total 10,483.90 100 
Source: CSA External Trade Data

The bulk of agricultural imports consists of cereals and edible oils.  These are mainly wheat (a 
substantial proportion of which is donor aid, with the balance being imports by EGTE) and 
vegetable oils (mainly palm oil).  These make up 68 percent of the total value of agricultural 
imports.  The importation of both of these commodities consistently increased over the last two 
years as EGTE imported more wheat for subsidized local distribution, donors increased food aid 
in response to the 2008 Belg harvest failure, and palm oil distribution was encouraged by GOE 
through the removal of duties. 

II.iii. Key Initiatives 

Recent initiatives that have affected the agricultural sector include: 

· The restriction of credit in 2008 and 2009, which has now resulted in a slump in prices 
and may lead to a reduction in planted area in 2010. 

· The ongoing land titling program which, although driven by initiatives developed at the 
regional level, is now being taken up by the GOE.  This initiative falls short of freehold 
title; however, it does provide security of user rights, which is an incentive for increased 
investment in the land from households' own resources.  The concept of a land market 
has yet to be developed, but these first developments in land tenure have already 
provided benefits and pave the way for ongoing change. 

· The GOE and donor community jointly supported the development of a commodity 
exchange (ECX) in 2006 and 2007, which launched in 2008. High hopes for the 
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exchange were quickly tempered by the reality of organizing inherently complex 
agricultural markets. The exchange has made substantial progress in overcoming initial 
hurdles, but remains dependent on the strong hand of the GOE to mandate its use by 
the private sector, despite skepticism of the quasi-governmental body.   

The CAADP Compact for Ethiopia could have a positive impact on agricultural development in 
Ethiopia, although it remains to be seen.  The Compact has invested a substantial amount into 
recurrent expenditure (i.e., salaries and associated costs) that has have yielded few benefits for 
producers.  Investment in agricultural infrastructure, such as dams for irrigation, is limited.  
However, the investment in roads has had a significant positive impact upon production.  It 
remains to be seen whether the anticipated increase in expenditure will result in infrastructural 
development. 

II.iv. Role of agriculture in rural development    

Although it is well recognized that the Ethiopian agricultural sector plays a pivotal role in rural 
development, it is important to recognize also that the majority of rural households are not 
farmers in the conventional sense of producing crops for profit. The majority of households are 
not able to produce enough food to feed themselves and are obliged to augment their food 
supply by purchases from the market. There are two interventions that can increase the food 
security of these households: 

· a reduction in the price of food. This is unlikely to benefit emerging commercial farmers, 
who require price incentives to drive investment in production. 

· an increase in purchasing power. This requires the availability of alternative sources of 
employment and income which, in turn, requires increased investment in off-farm 
income-generating activities. 

The initial analysis of growth requirements made in 2005,2 while highlighting the central 
significance of agricultural growth to development, concluded: “While agriculture can play a 
central role in growth and poverty alleviation in Ethiopia, non-agricultural growth and enhanced 
market conditions are also critical to a balanced growth strategy.”  Research in Oromia and 
SNNPR suggests that income inequality in rural areas is reduced as a result of investment in 
off-farm income-generating activities, while investment in farming activities tends to favor the 
richer rural households with better access to land. There is an increasing consensus in the 
literature3 that while agriculture may be the engine of growth, development based upon 
agriculture alone is neither equitable or sustainable particularly when access to the means of 
agricultural production are not evenly-distributed amongst households.  

These findings have resulted in an approach to rural development that is moving beyond 
support to agriculture alone towards the development of enhanced rural income generation 
                                                
2
 Diao et al.  [year]  "Growth Options and Poverty Reduction in Ethiopia: A Spatial Economy wide Analysis for 2004-15," IFPRI 
DSDG Discussion Paper No. 20.  Washington, DC: IFPRI. 
3
 See for example: Kydd, J. Dorward. A, Morrison. J, and Cadisch. G.  2004.  Agricultural development and pro-poor economic 
growth in sub-Saharan Africa: potential and policy. Oxford Development Studies, Volume 32. 
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across a wide range of households that are both net producers and (more significantly) net 
consumers of food. The latter, while benefitting from increased employment in a more vigorous 
agricultural sector, will also benefit from employment in off-farm activities. Development 
programs are now turning towards the stimulation of these off-farm activities, including the 
creation of opportunities for investment in peri-urban and rural small-scale industries.4 

 

 

 

                                                
4
 The USAID-funded 2009/10 Household Asset Building Program contains a specific subsection devoted to the creation of peri-
urban investment areas designed to attract investment in off-farm income-generating activities.
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Annex III.  Food Security 

III.i. Livelihood zones 

III.i.i. Introduction 

Livelihood zones are geographic areas in which households share, on average, similar 
livelihood patterns, or broadly have access to the same sets of food and cash income sources 
and markets.  Given variations in topography, altitude, population, and climatic patterns present 
in Ethiopia, the country has one of the more complicated livelihood zone compositions, with a 
total of 172 livelihood zones.5 

The livelihood zoning shown in the figure below was developed under the auspices of the 
Livelihoods Integration Unit (LIU), a USAID-funded project located in the GOE’s Ministry of 
Agriculture and Rural Development.  LIU staff developed the zones using a combination of 
quantitative and qualitative data, local expert knowledge, and field verification.  These zones 
provide the foundation for household economy analyses. 

Figure 7. Livelihood zones of Ethiopia 

Source: LIU (2010), Atlas of Ethiopian Livelihoods

                                                
5
 LIU (2010), Atlas of Ethiopian Livelihoods
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III.i.ii. Dominant Livelihood Strategies 

Generally speaking, livelihood strategies in Ethiopia can be separated into three major 
categories: agricultural, pastoral, and agro-pastoral.  As the mountains and hills of the 
northwestern portion of the country give way to the flatter lowlands of the southeast, the 
predominant livelihood patterns transition from more agricultural to more pastoral, as shown in 
the figure below.   

Figure 8. Major Types of Livelihood Zones in Ethiopia 

Source: LIU (2010), Atlas of Ethiopian Livelihoods

III.ii. Underlying Causes of Food Insecurity 

Food insecurity in Ethiopia is linked with several major challenges related to food availability, 
access, and utilization.  These challenges tend to follow the country’s geoscape, with levels of 
food insecurity decreasing toward the northwestern cropping highlands and increasing toward 
the southeastern agro-pastoral and pastoral lowlands.  Challenges related to 
productivity/availability include agro-climatology (altitude, rainfall, soil fertility, etc.), as well as 
market-related factors such as input availability, road access, and prices.  Household size, 
relative wealth, and overall access to potable water and health and other basic services are also 
significant determinants of household food security, particularly as it relates to utilization.  For 
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example, the United Nation’s Human Development Index notes that 78 percent of people in 
Ethiopia do not have access to improved water sources. 

Other underlying causes of food insecurity in Ethiopia include rapid population growth and 
concomitant environmental degradation6 resulting from overuse of available land and/or 
unsustainable levels of natural resources exploitation, such as overcutting of firewood in an 
effort to diversify income sources and/or cope with shocks.   

The Ethiopian population is also marked by significant lack of access to education and gender 
inequity, which affect food security.  The United Nation’s Human Development Index for 
Ethiopia listed the total gross enrollment in primary, secondary, and tertiary school in the 
country at just 36 percent.7  Ethiopia’s Central Statistical Agency further reports that, within this 
overall dearth of educational opportunities, Ethiopian women are at a particular disadvantage 
and have an average of 57 percent fewer years of schooling than their male counterparts.8  
Literacy rates among Ethiopian women plateau at about 30 percent.  Sub-optimum access to 
education limits overall household income-earning activities and there are also direct 
correlations between education levels among women and household size and other 
reproductive health issues such as child spacing.  These issues can affect overall household 
food access, as well as maternal health and child care practices that affect household food 
utilization.9 

III.ii.i. Typical Hazards/External Shocks 

Typical food security hazards in Ethiopia include poor spatial and/or temporal rainfall 
distribution, which can cause below-normal levels of crop production in agricultural areas and 
reduced access to pasture and water for animals in pastoral and agropastoral areas.  The 
eastern half of the country is particularly prone to such rainfall distribution issues, and often 
faces consecutive seasons of drought-like conditions.10  Such hazards not only reduce the direct 
returns households can gain on productive assets (e.g., crops and/or livestock), but they can 
also lead to decreases in the labor opportunities available to households indirectly associated 
with these livelihoods.  For example, below-average rainfall that leads to crop loss is likely to 
decrease the amount of labor required for crop harvests.  Decreased supplies of these crops 
are also likely to result in increased prices for these crops.   

In recent years, price inflation has become a food security hazard.  In April 2010, prices for 
staple cereals such as white sorghum, maize, and mixed teff were on par with or above prices 
of April 2009, as well as on par or above prices of the five-year average in many of the country’s 
major markets.11  Conflict in Somali Region also leads to trade bans and restricted market 
access for households in this area, further limiting income and food access an area that is 

                                                
6
 FEWS NET (2010), Food Security Framework for Ethiopia

7
 FEWS NET (2010), Food Security Framework for Ethiopia

8
 FEWS NET (2010), Food Security Framework for Ethiopia

9
 Toroitich-Ruto, Cathy (1999), “The Relationship Between Reproductive Health and Family Nutrition in Africa.” Family Health 
International.
10
 FEWS NET (2010), Food Security Framework for Ethiopia

11
 FEWS NET (April 2010) Ethiopia Monthly Price Bulletin
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already prone to food insecurity.  Occasional conflict between tribes in the pastoral areas of 
Afar, as well as in Gambella and southern Oromia regions can also spark acute instances of 
food insecurity.12 

III.ii.ii. Key Food Insecure/Vulnerable Populations 

Generally speaking, agro-pastoral populations face the highest number of risks to their 
productive livelihoods, as these groups are vulnerable to hazards associated with both crop and 
livestock production.  Yet it is the pastoral populations in the Somali and Afar regions that tend 
to face the highest levels of acute food insecurity. After several consecutive years of a conflation 
of factors including below-normal rainfall, conflict, trade bans, and price inflation, the food 
insecurity of these areas can arguably be characterized as chronic.  Crop-producing populations 
in the northeastern highlands (from southern and eastern Tigray Region, to eastern Amhara 
Region, to eastern Southern Nations Nationalities and People’s and Oromia regions), for whom 
the relatively less reliable March-May rains dominate, can be characterized as chronically food 
insecure.13   

III.ii.iii. Current IPC Assessments 

There do not appear to be any country-wide IPC activities currently underway in Ethiopia, 
though information from the October 2009 Regional Map for East and Central Africa indicates 
that some level of classification has been completed for SNNP Region.14  In addition, an 
October 2008 Fact Sheet and Update on Activities for the IPC indicates that national-level IPC 
working groups have been set up in East and Central Africa, including in Ethiopia, and are 
undertaking IPC awareness-raising activities that bring together national authorities, donor 
agencies, and NGOs.15  The update further indicates that national technical training events have 
been conducted or are planned across the region.  

III.iii. Sources of Food/Local Diets 

III.iii.i. Geographic Dispersion of Population 

Ethiopia's urban population is located in Addis Ababa, and also in Dire Dawa and Harari, both of 
which have city-region status.  An estimated eighty percent of Ethiopia’s population lives in rural 
areas, which is higher than most other African countries.16  About 80 percent of Ethiopia's 
population lives in Amhara, Oromia, and SNNPR regions.17 The most sparsely populated regions 
are Gambella, Berishangul-Gumez, Somali, and Tigray. Ethiopia's rural population is further 
subdivided into pastoralists (non-sedentary, nomadic) and agriculturalists (sedentary farmers). 

                                                
12
 FEWS NET (2010), Food Security Framework for Ethiopia

13
 FEWS NET (2010), Food Security Framework for Ethiopia

14
 http://www.ipcinfo.org/attachments/ECA_RegionalMap_09.pdf

15
 ftp://ftp.fao.org/es/ESA/ipc/IPC_Update_Nov08_lowres.pdf

16
 FAO, WFP (2010), Crop and Food Security Assessment Mission to Ethiopia

17
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland

http://www.ipcinfo.org/attachments/ECA_RegionalMap_09.pdf
ftp://ftp.fao.org/es/ESA/ipc/IPC_Update_Nov08_lowres.pdf
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Pastoralists tend to live in Somali, the southern areas of Oromia and SNNPR regions, and 
eastern areas of Afar region. 

III.iii.ii. Local Diets 

Local diets in Ethiopia vary according to regions and pastoralist/agriculturist livelihoods.  These 
factors make Ethiopia unique among other most developing countries, as it has no national 
staple food. 

Pastoralists tend to consume primarily meat, such as goats and sheep, and drink milk from 
camels and goats.  Agriculturalists, who live rural areas, consume predominantly cereal crops, 
mostly maize and sorghum.18  Maize and sorghum have a low income elasticity of demand.19 In 
the Highlands, much wheat and teff (used to make injera, a traditional Ethiopian bread) is 
consumed.  People in Southern Somali and SNNPR consume predominantly maize.  In other 
areas, sorghum (also used to make injera) and barley are eaten; and legumes (lentils, split 
beans, haricots) are consumed. In southern Ethiopia, root crops (cassava, sweet potato) and 
enset ("false banana") are grown in districts south of the capital city.20  Rice consumption is not 
common, and if it is consumed, tends to be in the capital. Other foods consumed are shiro, 
which is made from chickpeas, and a spice made from dried and ground peas, water, onion, 
and tomatoes. Meat, such as tibs (grilled beef, mutton, or goat), is generally consumed on 
holidays.  

Food consumption by wealth group.  Teff is a highly valued cereal crop,21 and tends to be 
consumed by the wealthiest households. Wheat, the second most expensive cereal after teff, is 
sold by poorer households, in exchange for greater amounts of less expensive cereals 
(sorghum or maize).  Teff and wheat are luxury cereal crops, and thus have a high income 
elasticity of demand.22  

III.iii.iii. Sources of Food/Food Access 

In non-rural (urban) areas, households purchase most of their food. 23  In rural areas, food is both 
grown by households and purchased on the market. The 2005 DHS reported that over 90 
percent of rural households own farming land, and nearly 90 percent of rural households have 
farm animals.24  

The livelihoods analyses show that, overall, as wealth increases, there is increased reliance on 
food from own-crop production. Very poor households rely the least on food from own crop 
production relative to other wealth groups, and rely the most on purchases to acquire food.  In 

                                                
18
 FAO, WFP (2007), Crop and Food Security Assessment Mission to Ethiopia, February 2007, Rome  

19
 FAO, WFP (2007), Crop and Food Security Assessment Mission to Ethiopia, February 2007

20
 FAO, WFP (2010), Crop and Food Security Assessment Mission to Ethiopia

21
 FAO, WFP (2010), Crop and Food Security Assessment Mission to Ethiopia

22
 FAO, WFP (2007), Crop and Food Security Assessment Mission to Ethiopia, February 2007

23
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
24
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
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Amhara and Benishangul regions, the poorest of the poor and poor rely on both purchases of 
food and own crop production, and the same is true for Tigray.  However, in some livelihood 
zones, the poor rely heavily on other sources of food such as food aid or safety net transfers.  
Though Oromia has a poor population that is, overall, dependent on food purchases and own 
crop production, some livelihood zones in this region rely heavily on other sources such as 
payments in kind and food aid.  In SNNPR, the poor rely mainly on food purchases and own 
crop production, with some dependence on other sources such as livestock products, food aid, 
and payment in kind.25 

Table 7. Sources of Food, Very Poor vs. Poor Households, Based on Minimum 
Consumption Requirements of 2100kcal per Day (average, by region) 

Regions 

Purchased       
(v. poor 
HHs) 

Own 
production 
(v. poor 
HHs) 

Other 
(v. 
poor 
HHs) 

Purchased 
(poor HHs) 

Own 
production 
(poor HHs) Other (poor HHs) 

Amhara 41% 47% 12% 30% 60% 10% 

Benishangul-Gumez 45% 51% 4% 36% 59% 5% 

Gambella 37% 53% 10% 30% 55% 15% 

Oromiya 45% 47% 8% 34% 58% 8% 

SNNPR 29% 48% 23% 24% 61% 15% 

Tigray 43% 36% 21% 34% 48% 18% 
Source: Table compiled by author, based on livelihood zones reports

Households in Ethiopia tend to have access to (not ownership of) land for growing crops. 
Overall, the size of land area cultivated increases as wealth increases. Therefore, the increased 
reliance on own-production for household food supply that accompanies increased wealth is 
due to access to a larger plot of land for growing crops.   

The size of a plot of land, by region, cultivated by very poor households, ranges from 0 ha to 2 
ha; for the wealthiest, the range is 0.15 ha to 8 ha. In terms of average area of cultivated land, 
by region, households in Benishangul-Gumez have access to the largest plots of land, across all 
wealth groups. The largest gap between the maximum land area cultivated by the very poor 
versus the wealthiest is in SNNPR region, where the wealthiest groups' cultivated land area is 
up to 12 times larger than the land area cultivated by the very poor.  In Gambella, the gap is 
smallest - the wealthiest cultivate slightly less than three times the land area cultivated by the 
very poor.   

Table 8. Minimum vs. Maximum Land Area Cultivated, by Wealth Group and Region 
(ha) 

Regions 
V. Poor 
(min) 

V. Poor 
(max) 

Poor 
(min) 

Poor 
(max) 

Middle 
(min) 

Middle 
(max) 

Wealthiest 
(min) 

Wealthiest 
(max) 

Amhara 0.00 1.00 0.00 1.25 0.50 3.00 0.75 3.75 

Benishangul-Gumez 0.00 2.00 1.00 2.00 1.50 4.00 2.00 6.00 

Gambella 0.00 2.00 0.00 2.00 1.00 4.50 1.00 5.50 

                                                
25
 Livelihood profiles, by region, from Oromiya (2009), Tigray (2009), Benishangul (2009), Amhara (2007), SNNPR (2005).
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Regions
V. Poor 
(min)

V. Poor 
(max)

Poor 
(min)

Poor 
(max)

Middle 
(min)

Middle 
(max)

Wealthiest 
(min)

Wealthiest 
(max)

Oromiya 0.00 2.00 0.00 2.50 0.00 4.25 0.15 8.00 

SNNPR 0.00 0.50 0.00 2.50 0.38 4.00 0.75 6.00 

Tigray 0.00 2.00 0.00 2.50 0.20 5.00 0.25 6.00 

Grand Total 0.00 2.00 0.00 2.50 0.00 5.00 0.15 8.00 
Source: Table compiled by author, based on livelihood zone reports

Table 9. Average Land Area Cultivated, by Wealth Group (ha) and Region 

Regions 
V. Poor 
(min) 

V. Poor 
(max) 

Poor 
(min) 

Poor 
(max) 

Middle 
(min) 

Middle 
(max) 

Wealthiest 
(min) 

Wealthiest 
(max) 

Amhara 0.13 0.54 0.46 0.91 1.19 1.79 1.72 2.44 

Benishangul-Gumez 0.31 1.50 1.25 2.00 2.25 3.38 3.38 4.88 

Gambella 0.00 1.40 0.50 1.83 1.50 2.67 1.67 3.50 

Oromiya 0.28 0.78 0.57 1.19 1.31 2.14 1.98 2.99 

SNNPR 0.17 0.38 0.49 0.93 1.06 1.60 1.77 2.54 

Tigray 0.20 0.55 0.61 1.02 1.11 1.79 1.52 2.35 
Source: Table compiled by author, based on livelihood zones reports

III.iv. Sources of Income 

III.iv.i. Income Sources - Pastoral Areas 

The poorest (first) quintile in pastoral areas relies the most on the imputed income from food 
aid.  The second quintile's income sources are more diversified: about 40 percent of income 
comes from livestock and livestock product sales, with 30 percent of imputed income from food 
aid.26 

III.iv.ii. Income and Expenditure from the HEA 

The majority of households in Ethiopia source their income from sales of their own production 
(e.g., crops and/or livestock) and sales, formal or informal, of their own labor.27  The proportion of 
income derived from these sources depends heavily on wealth group.  For example, as poorer 
households tend to have relatively less access to productive assets, they gain relatively more 
income from the sale of their labor.  As wealth increases, households tend to gain more income 
from the sale of their own production.  The figures below highlight these differences between 
wealth groups.  Abergele woreda of Amhara Region’s Tekeze Lowland Sorghum and Goats 
(TSG) livelihood zone, an area where MYAP partners are currently providing PSNP assistance. 

                                                
26
 Little, P.D, J. McPeak, C.B. Barrett, P. Kristjanson (2007), Challenging Stereotypes: The Multiple Dimensions of Poverty in 

Pastoral Areas of East Africa, January 2007
27
 According to available HEA data 
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Figure 9. Income Sources for Poor and Better-Off Households in the TSG Livelihood 
Zone 

       

Note: MYAP partners are currently providing PSNP assistance to Tekeze Lowland Sorghum and Goats (TSG) livelihood zone.

As these figures illustrate, in the baseline year, poor households in the TSG livelihood zone 
derive only about one third of their income from the sale of their own crop and livestock 
production.  Nearly all of the remaining two-thirds comes from their own labor.  Inversely, better-
off households, denoted here as “R/Rich” in this same zone, derive nearly all of their income in 
the baseline year from the sale of their own livestock and crop production. 

An examination of expenditure reveals similar patterns according to wealth group.  Though all 
households spend resources on similar types of purchases (essential food and non-food (e.g., 
water, cooking oil, etc.), inputs necessary to support livelihoods (e.g., seeds, tools, animal 
fodder, etc.), and essential services (e.g., health care, education, etc.)), the proportion of 
expenditures allocated to these purchases changes according to wealth group, as shown below. 
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Figure 10. Expenditure Patterns Among Poor and Better-Off Households in the 
Abergele Woreda Portion of the Tekeze Lowland Sorghum and Goats Livelihood 
Zone 
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As the figures above illustrate, in the baseline year, about two-thirds of poor households’ annual 
expenditures are allocated to purchases needed to meet survival requirement and maintain the 
livelihood activities in which they are engaged.  The remaining third of expenditures includes 
health care, medicine, transportation, education, and other ‘discretionary’ spending.  By 
contrast, better-off households allocate just over 40 percent of their annual expenditures in the 
baseline year to those purchases needed to ensure survival and support continuation of their 
livelihood activities.  The remaining 50+ percent is allocated for other purposes – including 
services and discretionary spending. 

III.iv.iii. Remittances and Other Access to Financial Capital 

Remittances represent an important growing source of household income and foreign 
exchange.   
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The Central Bank of Ethiopia estimates total private remittances, which include official cash, in-
kind, and underground remittances, more than doubled between 2006 and the second quarter 
of 2009, to US$ 1.8 billion.28  Remittances29 as a share of GDP nearly tripled between 2000/2001 
to 2008/second quarter of 2009, from 2.2 percent to 5.7 percent.30  The main sources of inward 
remittance flows are the US, Europe, and Middle East.31  

Table 10. Private Transfers, 1997-2009 (US$ millions)  

Year Official cash In kind Underground Total 

1997 53.9 38.3 .. 92.1 

1998 113.1 23.4 .. 136.5 

1999 68.5 16.7 .. 85.2 

2000 124.5 7.9 .. 132.3 

2001 86.5 6.3 81.4 174.2 

2002 116.2 21.2 82.9 220.3 

2003 169.4 20.3 84.5 274.2 

2004 285.6 20.1 156.0 461.8 

2005 363.6 23.4 275.7 662.7 

2006 383.0 14.1 402.5 799.6 

2007 686.3 152.8 664.0 1,503.1 

2008 779.6 167.0 951.5 1,898.1 

2009Q1&Q2 723.2 195.5 880.1 1,798.8 
Source: Central Bank of Ethiopia, cited in Alemu, G. (2010), Global Financial Crisis Discussion Series Paper 16: Ethiopia Phase 2, 
Overseas Development Institute, London, UK

Income in the form of remittances is not subject to tax in Ethiopia. 32  Remittances received are 
often deposited into bank accounts by the recipients. 33  Depositing non-taxable income  into a 
savings account helps households meet food needs during periods of low or no income, 
ultimately helping prevent food insecurity during hunger seasons.  Households outside of major 
urban areas are increasingly able to receive remittances through formal institutions, as money 
transfer agencies are slowly being set up outside of major cities. 34 The formal channels through 
which remittances are received include commercial banks and money transfer agencies such as 

                                                
28
 Alemu, G. (2010), Global Financial Crisis Discussion Series Paper 16: Ethiopia Phase 2, Overseas Development Institute, 

London, UK
29
 Remittances here include official cash, in-kind, and underground transfers. 

30
 Alemu, G. (2010), Global Financial Crisis Discussion Series Paper 16: Ethiopia Phase 2, Overseas Development Institute, 

London, UK
31
 International Organization for Migration (no year mentioned), Compendium of Policies and Practices of the Least Developed 

Countries in the Area of Remittances
32
 International Organization for Migration (no year mentioned), Compendium of Policies and Practices of the Least Developed 

Countries in the Area of Remittances
33
 International Organization for Migration (no year mentioned), Compendium of Policies and Practices of the Least Developed 

Countries in the Area of Remittances
34
 International Organization for Migration (no year mentioned), Compendium of Policies and Practices of the Least Developed 

Countries in the Area of Remittances



Prepared by Fintrac Inc. 

BEST ANALYSIS – ETHIOPIA  FOOD SECURITY   19 

Western Union and Money Gram.  Informal channels include Hawala Houses and travelers who 
hand-carried to remittances to recipients.35   

III.iv.iv. Poverty Rates 

Ethiopia’s poorest are the most dependent on food purchase and therefore most vulnerable to 
food insecurity.  The national poverty headcount has declined in recent years.  In 2005, the 
national poverty headcount rate was 39 percent, according to a participatory poverty 
assessment conducted by the Ethiopian Ministry of Finance and Economic Development 
(MOFED).36  This is a decrease from five years prior, when the national poverty headcount was 
estimated at 44.2 percent.37  

Poverty rates differ according to region.  Income data, by wealth quintile, collected as part of the 
2005 DHS, illustrate that the regions with the largest concentration of households with the 
lowest level of incomes live in Somali (with over 70 percent of people living at the lowest level of 
income), followed by Afar (67 percent of people living at the lowest level of income).38  

III.v. Water 

III.v.i. Water 

Access to water has a direct (human hydration, meal preparation) and indirect (crop production, 
livestock hydration) role in ensuring food security. 

Water resources.  Ethiopia's water resources include 12 river basins, 11 freshwater lakes, 9 
saline lakes, 4 crater lakes, and more than 12 swamps or wetlands.39  The Rift Valley Basin is 
home to most of the lakes. 40  In terms of the location of river basins relative to administrative 
region boundaries, Oromia is the most water abundant, while Gambela, Harari, and Dire Dawa 
are the most water scarce. 41 

                                                
35
 International Organization for Migration (no year mentioned), Compendium of Policies and Practices of the Least Developed 

Countries in the Area of Remittances
36
 Ellis, F., T. Woldehanna, and MOFED (Ministry of Finance and Economic Development) (Forthcoming), “Ethiopia Participatory 

Poverty Assessment 2004-05,” 2005 Consultant Report, Addis Ababa, cited in: The World Bank (2007), Ethiopia: Accelerating 
Equitable Growth, Country Economic Memorandum, Part II: Thematic Chapters, Washington, DC
37
FAO, WFP (2008), Crop and Food Security Assessment Mission to Ethiopia, Phase I, January 2008, Rome

38
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
39
 Awulachew, S. B., A. D. Yilma, M. Loulseged, W. Loiskandl, M.  Ayana, T. Alamirew (2007), Water Resources and Irrigation 

Development in Ethiopia. Colombo, Sri Lanka: International Water Management Institute, Working Paper 123
40
 Awulachew, S. B., A. D. Yilma, M. Loulseged, W. Loiskandl, M.  Ayana, T. Alamirew (2007), Water Resources and Irrigation 

Development in Ethiopia. Colombo, Sri Lanka: International Water Management Institute, Working Paper 123
41
 Awulachew, S. B., A. D. Yilma, M. Loulseged, W. Loiskandl, M.  Ayana, T. Alamirew (2007), Water Resources and Irrigation 

Development in Ethiopia. Colombo, Sri Lanka: International Water Management Institute, Working Paper 123



Prepared by Fintrac Inc. 

BEST ANALYSIS – ETHIOPIA  FOOD SECURITY   20 

Irrigation.  There is potential for further development of irrigation in Ethiopia.  According to the 
Ministry of Water Resources, over 500 potential irrigation sites exist on the larger river basins, 
with close to 4 million ha of land being potentially irrigable. 42  

Table 11. Ethiopia's Major Water Resources 

River Basin 
Catchment 
area (km2) Tigray Amhara Afar Berishangui Gambella 

Addis 
Ababa SSNRP Oromia Harari 

Dire 
Dawa Somali 

Abbay 199,812 x x x 
Awash 112,696 x x x x x x 
Denakil 74,002 x x x 
Genale Dawa 171,042 x x x 
Wabi Shebele 202,697 x x x 
Baro Akobo 75,912 x x x x 
Tekeze 82,350 x x 

Omo-Ghibe 79,000 x x 

Rift Valley 52,739 x x 
 
Source: Table compiled by author, based on: Awulachew, S. B., A. D. Yilma, M. Loulseged, W. Loiskandl, M.  Ayana, T. Alamirew 
(2007), Water Resources and Irrigation Development in Ethiopia. Colombo, Sri Lanka: International Water Management Institute, 
Working Paper 123

Potable water supply.  As of March 2010, normal or improved water availability was reported 
in SNNPR and Oromiya regions; restricted access to potable water was reported in Gambella 
(due to sub-clan conflict) and Tigray regions; and water scarcity or shortages were reported in 
Afar, Amhara, and parts of Somali region.43  In more general and historical terms, urban 
populations had higher rates of water supply coverage (74 percent in 2004), compared to rural 
populations (23 percent).44  Given that the majority of the population lives in rural areas, overall 
water supply coverage is very low. 

Potable water access.  The 2005 Ethiopia DHS reported that many urban households rely on 
water from piped supply and 90 percent of these households have access to piped water 
supply.45  In rural areas, many households (39 percent) rely on protected springs, with few 
households having access to piped supply (13 percent).46 For rural households that do not have 
access to spring water, they collect water from unprotected sources, such as rivers and open 
springs, harvest rainwater, and dig wells by hand. 47 Slightly over 50 percent of rural households 
spend at least 30 minutes collecting water, per trip, with primarily women taking responsibility 

                                                
42
 Awulachew, S. B., A. D. Yilma, M. Loulseged, W. Loiskandl, M.  Ayana, T. Alamirew (2007), Water Resources and Irrigation 

Development in Ethiopia. Colombo, Sri Lanka: International Water Management Institute, Working Paper 123
43
 WFP (2010), Ethiopia Weekly Report: Food Security Annex, 19 March 2010.

44
 UNESCO (2004), National Development Report for Ethiopia, World Water Assessment Program, December 2004, cited in 

Awulachew, S. B., A. D. Yilma, M. Loulseged, W. Loiskandl, M.  Ayana, T. Alamirew (2007), Water Resources and Irrigation 
Development in Ethiopia. Colombo, Sri Lanka: International Water Management Institute, Working Paper 123
45
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
46
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
47
 Awulachew, S. B., A. D. Yilma, M. Loulseged, W. Loiskandl, M.  Ayana, T. Alamirew (2007), Water Resources and Irrigation 

Development in Ethiopia. Colombo, Sri Lanka: International Water Management Institute, Working Paper 123
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for this household chore.48   In both urban and rural areas, over 90 percent of households do not 
treat water prior to drinking it. 49 

III.vi. Health 

Food insecurity often manifests in early childhood malnutrition via underweight, wasting and 
stunting. The most recent DHS (Demographic and Health Survey) was conducted in Ethiopia in 
2005.  This DHS was a nationally representative survey of 14,070 women (ages 15-49) and 
6,033 men (ages 15-59).   

The results of the 2005 DHS indicated that the level of malnutrition was significant, with nearly 
one in two (47 percent) Ethiopian children under five years of age stunted, 11 percent wasted, 
and 38 percent underweight.50  

Underweight.  The 2005 DHS also reported a decline in the incidence of underweight children 
from 47 percent in 2000, to 38 percent in 2005. 51  

Wasting. According to the 2005 DHS, the percentage of children characterized as wasted is 
higher in rural areas (11 percent) than in urban areas (6 percent).52  Regions reporting wasting 
rates higher than the national average are: Somali (24 percent), Benishangul-Gumuz (16 
percent), Amhara (14 percent), Tigray (12 percent) and Dire Dawa (11 percent).53 

Stunting.  The 2005 DHS reports that the incidence in stunting among children declined, from 
52 percent in 2000, to 47 percent in 2005. 54  

According to the most recent CFSAM, malnutrition rates were also high for Somali region, 
during April to June 2009. 55 Afar region had high malnutrition rates - areas of Argoba and Abala 
had complete crop failures, and the region reported poor livestock condition and fewer livestock 
herds, resulting in lower access to milk.  Signs of malnutrition were again present in the 
Gambela region, within assessed woredas. 56 

                                                
48
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
49
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
50
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
51
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
52
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
53
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
54
 Central Statistical Agency Ethiopia and ORC Macro (2006), Ethiopia Demographic and Health Survey 2005, Addis Ababa, 

Ethiopia and Calverton, Maryland
55
 FAO, WFP (2010), Crop and Food Security Assessment Mission to Ethiopia

56
 FAO, WFP (2010), Crop and Food Security Assessment Mission to Ethiopia
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Currently, malnutrition continues to affect people in the lowlands areas of SNNPR, Oromiya, 
Amhara, Tigray regions, and some parts of Somali and Afar regions.57  Within SNNPR region, 
the belg-dependent Southern parts, the special woredas of Konso, Derashe, Burji, Amaro, and 
pastoral areas of Omo, households will be highly food insecure due to inadequate rainfall and 
lower access to sweet potatoes. 58  Vulnerable households in Eastern, south‐eastern, and 
southern Tigray, eastern Amhara, eastern Oromia, and parts of SNNPR  are experiencing high 
and extreme food insecurity. 59  In Tigray, there are critical pasture shortages in the following 
woredas: Tanqua Abergelle, Atsbi Womberta, Ahferom, Enderta, and Saesie Tsaeda Emba. 60 In 
Amhara, woredas in Wag Hamra and North Wollo zones are experiencing large food deficits 
due to low crop production. 61 In the Gambela region, there are signs of malnutrition. 62 The most 
vulnerable households in Gambella and parts of Benshangul Gumuz are in extreme food 
insecurity due to production failure during the meher agricultural season, and population 
displacements due to conflict.63  

III.vii. Summary of Most Recent CFSAM 

The following section contains a review of the most recent Crop and Food Security Assessment 
Mission report for Ethiopia, dated February 2010. 

III.vii.i. Trade 

Commercial imports of cereals, mainly wheat, have risen strongly in the last couple of years.  
Wheat food aid imports are still significant; but in the last two years, commercial imports have 
significantly increased.  Maize imports over the last five years were primarily food aid.  Sorghum 
food aid imports were negligible until 2007, and have increased sharply over the past two years. 
Some food exports are expected to occur through cross border trade. 

III.vii.ii. Prices 

Cereal wholesale and retail prices in main markets reached record levels between October and 
November 2008, with severe consequences on food access of the most vulnerable households, 
especially in urban areas.  In particular, between February and August 2008 nominal retail 
prices almost doubled in the case of wheat, teff, and sorghum; nominal retail prices for maize 
increased by 150 percent.  Since April 2008 to the present, the wholesale price of wheat is 
constantly above the international parity price, showing the profitability of commercial imports.  
The Cereal price index (whose weight is about 23 percent of CPI) reached a record peak of 290 
(December 2006=100) in September 2008.  The arrival of the meher crop on markets pushed 
down the CPI, and by January 2010 the CPI declined by almost 13 percent from August 2009.   

                                                
57
 FAO, WFP (2010), Crop and Food Security Assessment Mission to Ethiopia
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Policies affecting food prices included: (i) the subsidized importation and distribution of about 
822,000 MT of wheat since August 2008; (ii) suspension of large volumes of local grain 
purchases; (iii) removal of value added tax, turnover tax and surtaxes on selected food items; 
and (iv) significant grain imports by humanitarian agencies (mainly wheat and red sorghum) to 
replenish stocks loaned by the Emergency Food Security Reserve Administration (EFSRA), and 
to cover food needs of the PSNP or of some localized emergency situations. 

III.vii.iii. Grain stocks 

Opening stocks of grains for 2010 marketing year (January/December) are estimated at about 
290,000 MT, of which about 150,000 MT are held by the Emergency Food Security Reserve 
Agency (EFSRA).  Closing stocks are forecast at 230,000 MT as of April 2010. 

III.vii.iv. Production Data 

Methodology for Estimating Production Volumes.  The Mission visited Ethiopia to:  

(i) collect primary production figures, which entailed: (a) working with experts from the Ministry 
of Agriculture and Rural Development (MoARD), the Central Statistics Authority (CSA) and 
observers from USAID/FEWSNet and the Joint Research Centre of the European Commission 
(EC-JRC), (b) mobilizing seven teams and traveling for 18 days to 62 zones and special 
woredas (districts), to visit all the grain producing regions and marginal areas; (ii) conduct 
stakeholder consultations with FEWSNet, DRMFSS, Save the Children UK, OCHA, UNICEF; 
(iii) carry out market visits, livestock body condition scoring and continuous transect observation 
recording of crops and their conditions using the Pictorial Evaluation Tool (PET); (iv) conduct 
250 key informant interviews in the zones and special woredas, about half of which with farmers 
and associated with crop inspections, including spot-check crop-cuts; (v) review preliminary 
reports from the mid meher and meher needs assessments.  

The Mission collected: (i) pre-harvest planted area estimates from the annual CSA sample 
survey; (ii) CSA regional level crop data; (iii) aggregated zonal level data food commodity data 
(e.g. cereals, pulses and oilseeds); (iv) yield estimates for all major food crops64, obtained from 
woreda, zonal and regional agricultural bureau, which were cross-checked against information 
provided by farmers, traders, NGOs that were interviewed during the field trips, and against 
remote sensing and rainfall data provided by early warning systems; (v) CSA pre-harvest yield 
estimates, based on farmer interviews conducted in September/October, and used to compare 
and contrast the Mission’s November/December findings. 

Estimates derived by the mission were: (i) 2009 meher cereal and pulse production estimates, 
derived from CSA area data for peasant holdings; (ii) yield estimates, derived by reconciling the 
CSA pre-harvest 2009 yield estimates with the findings of the Mission during field work; (iii) 
aggregated regional level crop area and production, based on 2009 CSA area planted by 
peasant holdings figures; (iv) in the absence of similar data for the commercial sub-sector, using 
2008 data as a proxy, the Mission estimated area planted with cereals and pulses at 140,000 
ha. 
                                                
64
 Yield forecasts were adjusted based on information collected during the field visit. 
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III.vii.v. Output 

Rainfall.  The overall agricultural performance of the 2009 meher season has been affected by: 
(i) generally late seasonal rains, (ii) erratic rainfall distribution, (iii) prolonged dry spells, (iv) 
below normal amounts of rainfall in several eastern parts of the country; (v) poor performance of 
the meher rains, affecting eastern, south-eastern and southern Tigray, eastern Amhara, Afar, 
Gambella, parts of eastern Oromia, parts of SNNPR and Somali Regions; (vi) the late onset of 
the rains, which necessitated re-plantings in parts, and affected yields of crops in some 
traditionally high-producing areas, especially in West Shewa, East Shewa and Arsi in Oromia; 
Awi, East Gojam, West Gojam, North Gonder and South Gonder in Amhara; and Metekel and 
Pawe Special Woreda in Benishangul Gumuz. Sorghum and maize crops were the most 
adversely affected, and teff and barley production were the less adversely affected.  

Cereals and pulses production.  Total cereal and pulse production is estimated at 16.82 million 
MT, with most of this production (16.04 million MT) generated from the main 2009 meher crop, 
with the remainder from the 2010 belg crop.  Of the total cereals and pulses production, most 
(15.69 million MT) will occur in the meher peasant holdings, and the remainder in commercial 
and cooperative farms.  At this level, the output is some 4.7 percent below the all time record 
harvest in 2008/09 but still about 7 percent above the previous five years average.  Post harvest 
production losses are estimated at 2.04 million MT (12.1 percent of total production), with rates 
ranging from 5 percent for teff and finger millet to as high as 18 percent for maize. 

III.vii.vi. Food Demand 

Assumptions in Estimating Cereals Demand. The 2010 national grain balance (January-
December) is based on: (i) the Mission’s production estimate for the 2009 Meher crop, and 
forecast of the 2010 Belg crop, and (ii) the latest information on consumption, trade flows and 
food stocks. 

Seeds requirements are estimated based on: (i) recommended seed rate in Ethiopia, (ii) 
assuming a planted area of about 11 million ha of cereals and pulses in 2009/10 (including 
forecast of 2010 Belg); (iii) using seed rates:  wheat: 140 kg/ha, barley: 110 kg/ha, teff: 35 
kg/ha, maize: 30 kg/ha, finger millet: 80 kg/ha, sorghum: 14 kg/ha, pulses: 100 kg/ha,  and other 
crops: 80 kg/ha. 

Feed will mainly be used by the poultry and dairy industries, and equines. 

Food use is estimated based on: (i) using a projected 2010 mid-year population of 80 million; (ii) 
per capita average consumption of 185 kg of cereals and pulses; and (iii) assuming per capita 
consumption comprises: 47 kg of maize, 38.5 kg of wheat, 33.5 kg of teff, 31 kg of sorghum, 14 
kg of barley, 6 kg of millet, 14 kg of pulses, and 1.2 kg of other cereal crops. 

Human consumption: (i) Monthly per capita food ration: 15 kg cereals, 0.45 kg vegetable oil and 
1.5 kg pulses, for a period of 6 months; (ii) planned supplementary ration for “blanket” 
distributions to particularly vulnerable groups assumed to be 35 percent of the needy 
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population, consisting of 4.5 kg; (iii) ration will be provided from January 2010 onwards; (iv) for 
the last two good crop production years, food needs rose during the year.65  

Food insecure population and needs.  Assuming an estimated food insecure population of 
5.23 to 6.5 million66 from January to June 2010, with 1.2 million people facing a net livelihood 
deficit, the total food emergency requirement for that period will range of 640,000 MT to 760,000 
MT.  The total cereal import requirement for 2010 will be 1.16 million MT, which will primarily be 
wheat, supplemented by small amounts of maize and sorghum.   

The likely total emergency case load in Ehtiopia for this year is estimated to be similar to that of 
previous years.67  This figure is derived from the recent meher assessment, using two scenarios: 
(i) 5.23 million people at the beginning of 2010, as reported in the Humanitarian Requirements 
Document of February 2010, which includes people facing a survival deficit ; and (ii) 6.5 million 
people by June 2010, given: (a) 1.2 million people facing a net livelihood deficit, (b) the current 
limitations of non-food emergency response mechanisms in the country, and (c) projected 
increasing needs during the middle of the year, as occurred in recent years. The higher figure is 
based on: (i) rainfall and production in the last two years; (ii) numbers of beneficiaries at 
different times of the year68; (iii) reduced crop production; (iv) response mechanisms not in place 
to respond to livelihood deficit. 

                                                
65
 Based on survival and the livelihoods deficit thresholds.

66
 Number of food insecure people dependent on the belg rains of February-May.

67
 In 2008, the number of food insecure people was 2.2 million in January, 4.6 million in May, and 6.4 million in August; in 2009, 4.9 

million in January, 5.2 million in May 2009, and 6.2 million in August.
68
 In the last two years, emergency needs were determined by the sum of livelihoods and survival caseloads less safety net 

beneficiaries.
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Table 12. Ethiopia: Cereal Balance Sheet, 2010 (‘000 MT)  

Teff  Wheat  Barley  Maize  Sorghum 
Finger 
Millet Others  

Total 
cereals  Pulses 

Cereals & 
Pulses 

Domestic availability  3,151 3,296 1,732 4,125 2,286 506 242 15,338 1,771 17,109 
Opening stocks   30 60 30 50 35 10 15 230 60 290 

Total production  3,121 3,236 1,702 4,075 2,251 496 227 15,108 1,711 16,819 
Meher  3,081 3,165 1,572 3,675 2,214 493 213 14,412 1,631 16,043 
Belg  40 71 130 400 38 3 14 696 80 776 

Total utilization  3,151 4,276 1,732 4,203 2,387 506 242 16,497 1,771 18,268 
Food use  2,840 3,560 1,280 3,280 1,960 400 200 13,521 1,280 14,802 
Seed use  91 251 132 59 20 31 8 594 147 741 
Feed use 0 0 120 100 100 5 0 325 0 325 
Losses and other uses  156 405 170 734 281 60 23 1,828 214 2,042 
Comm. & informal exports 30 0 0 0 0 0 0 30 100 130 
Closing stocks  33 60 29 30 25 10 11 198 30 228 

Estimated import requirement 0 -980 0 -78 -101 0 0 -1,159 0 -1,159 
Anticipated commercial imports 0 520 0 0 0 0 0 520 0 520 

Estimated gap 0 460 0 78 101 0 0 639 0 639 
Source: CFSAM Feb 2010
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III.vii.i. Policies and Programs to Address Food Insecurity 

A number of policies and programs have been put in place to address food security issues.  
They are summarized in the table below, and comprise: (i) Agricultural Development Led 
Industrialization (ADLI), (ii) Plan for Accelerated and Sustained Development to End Poverty 
(PASDEP) 2006/10, (iii) Food Security Programme (FSP) 2010-2014, (iv) Productive Safety Net 
Programme (PSNP), (v) Household Asset Building Programme (HABP), (vi) The 
Complementary Community Investment (CCI) Programme, (vii) The Resettlement Programme, 
(viii) Fertilizer Support Project, and (ix) Agricultural Growth Programme (AGP). 

Table 13. Food Security Policies and Programs 
Program Years Objectives Results 

Agricultural 
Development Led 
Industrialization 
(ADLI) 

Since 
early 
1990s Intensification of production systems Replaced by PASDEP 

Plan for Accelerated 
and Sustained 
Development to End 
Poverty (PASDEP) 2006-2010 

Market-oriented agriculture, promotion of 
private investments: (i) construct farm-to-
market roads; (ii)  develop agricultural 
credit markets, (iii) improve specialized 
extension services; (iv) promote export 
crops (spices, cut flowers, fruits, 
vegetables); (v)  increase irrigated area 
via multi-purpose dams; (vi)  improve land 
tenure security; (vii) improve fertilizer and 
seeds availability. .. 

Food Security 
Programme (FSP) 2010-2014 

MoARD launched in August 2009. 
Objective is to improve rural household 
food security (chronic, transitory), helping 
households stabilize and accumulate 
assets, via: (i) phase 3 of Productive 
Safety Net Programme (PSNP), including 
Risk Financing mechanism, (ii) Household 
Asset Building Programme (HABP), (iii)  
Complementary Community Investment 
programme (CCI) and (iv) Resettlement 
Programme. .. 

Productive Safety 
Net Programme 
(PSNP) 2005-2015 

Launched January 2005. Initially targeted 
5 million chronically food-insecure people 
in rural areas. Objectives are: (i) reduction 
of household vulnerability, (ii) 
improvement of household and 
community resilience to shocks, and (iii) 
reduction of dependence on food aid.  

2010 to 2015: Phase three will scale up 
beneficiary population to 7.6 million in 300 
woredas in eight regions (including 
Somali), and continue the implementation 
of the second phase, adding on the 

2006: (i) institutional structures, 
implementation capacity, financing 
modalities and financial 
management systems put in 
place; (ii) scaled up to 7.23 million 
people (more than 1.4 million 
households), operated in one third 
of the country, in over 230 
woredas. in 
seven regions (Tigray, Amhara, 
Oromiya, SNNPR, Afar, Harar and 
Dire Dawa).  
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Program Years Objectives Results

Household Asset Building component. 2007-2009: Three components: (i) 
Safety Net Grants, including 
Public Works and Direct Support; 
(ii) Risk Financing, for scaling-up, 
(iii) Institutional Support (capacity 
building, monitoring and 
evaluation, governance). 

Household Asset 
Building Programme 
(HABP) 2010-2014 

(i) Prevent asset depletion by assisting 
food insecure households in PSNP 
woredas to diversify income sources, 
improve productivity and increase 
productive assets; (ii) strengthen 
extension system and rural service 
providers to deliver demand-driven and 
market-oriented assistance to food 
insecure households; (iii) Extension 
workers provide advice to identify 
investment opportunities to develop new 
farm and non-farm income-generating 
activities; (iv) De-link extension services 
from credit provision; (v) establish 
sustainable financial system in food 
insecure woredas; (vi) support micro 
finance institutions (MFIs), such as the 
Rural Savings and Credit Cooperatives 
(RUSACCOs), in expanding their outreach 
and offering a range of products tailored 
to help food insecure households to 
implement their investments; (vii) different 
approach to building sustainable 
livelihoods in pastoral areas of Afar, 
Somali, Oromiya and SNNPR, with a 
special focus on risk management 
activities. .. 

The Complementary 
Community 
Investment (CCI) 
Programme 2010-2014 

Component of the FSP.  Program of 
capital intensive community infrastructure 
development, for food insecure 
populations living in selected chronically 
food insecure woredas, with investments 
in: (i) pastoral, (ii) semi-pastoral, and (iii) 
moisture stressed highland areas. 
Regions define woredas in need. .. 

The Resettlement 
Programme 2010-2014 

(i) Increasing the number of resettled 
households, but in particular it will 
consolidate the infrastructure, services 
and natural resource development for the 
existing settlers. 

In previous years, moved 190,000 
households from marginal lands in 
chronically food insecure areas to 
new, more productive lands in the 
western parts of Amhara, 
Oromiya, SNNP and Tigray 
Regions, representing 43 percent 
of Government’s target of 440,000 
households. 

Fertilizer Support 2009 Under World Bank Emergency Food Fertilizer support program 
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Program Years Objectives Results

Project Crisis Response Program.  implemented in 2009, with US$ 
250 million disbursed to support 
fertilizer imports. 510,000 MT out 
of 600,000 MT (estimated 
demand) procured by parastatal 
Agricultural Input Supply 
Enterprise (AISE), with remaining 
90,000 MT of urea imported with 
support of African Development 
Bank. 

Agricultural Growth 
Programme (AGP) 

2008-
Present 

Under preparation, with planned budget of 
US$ 300 million. Objectives: (i) increase 
productivity, (ii) strengthen marketing, (iii) 
facilitate value addition of selected 
livestock and crop products in targeted 
areas, (iv) focus on women and youth, (v) 
focus on geographic areas with potential 
for high returns. (vi) focus on selected 
commodities. whose production 
intensification and availability of markets 
is likely to be highly profitable. Expected 
to be implemented in 80 woredas (in 
Amhara, Oromia, SNNP and Tigray 
Region), excluding PSNP woredas. .. 

III.vii.ii. CFSAM Recommendations to Reduce Future Food Insecurity: 

Short-term recommendations to reduce food insecurity include closely monitoring the food 
security situation in Gambela, Eastern parts of SNNP, South Eastern Oromiya, and Tigray 
during January/February.  

Medium-term recommendations to improve food security include: (i) improving food aid timing; 
(ii) considering providing food in lieu of cash if another food price shock occurs, where food 
prices quickly spiral upwards, to guard against eroding impacts of inflation; (iii) food aid delivery 
should be rapid, before communities must adopt coping strategies that jeopardize long-term 
food security to fight hunger (e.g. chopping down trees to sell firewood, charcoal; selling their 
remaining livestock assets for food); (iv) communities experiencing food insecurity will need 
access to safe drinking water, health facilities and veterinary services.  
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Annex IV.  Production and Market Flow Maps 
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Source for all maps in this section:  FEWS NET  
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Annex V.  Detailed IPP Calculation of Wheat 

Table 14. Detail of IPP Calculation for Wheat 

Item No. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 

Item 
Exchange 
rate 

FOB,  
US 
Gulf 

Ocean 
freight  Insurance 

C.I.F -
Djibouti 

CIF, in 
Birr 

Customs 
duty VAT 

Surtax & 
Withholding 

Port 
handling 

Inland 
Transport Unloading Misc. 

Addis 
IPP 

IPP ex-
Djibouti 

Price 
Achieved  

Domestic 
wholesale, 
Addis white 
wheat 

Currency ETB/USD USD USD USD USD ETB ETB ETB ETB ETB ETB ETB ETB ETB ETB ETB ETB 

  
MT MT MT MT Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal 

Jan-05 8.65 157.00 42.65 1.57 201.22 174.12 8.71 27.42 5.22 23.30 38.00 3.20 8.71 288.67 236.74 162.00 

Feb-05 8.66 154.00 42.65 1.54 198.19 171.54 8.58 27.02 5.15 23.30 38.00 3.20 8.58 285.35 233.63 171.00 

Mar-05 8.66 157.00 42.65 1.57 201.22 174.21 8.71 27.44 5.23 23.30 38.00 3.20 8.71 288.80 236.86 172.00 

Apr-05 8.66 148.00 42.65 1.48 192.13 166.39 8.32 26.21 4.99 23.30 38.00 3.20 8.32 278.73 227.42 191.00 

May-05 8.66 151.00 43.00 1.51 195.51 169.36 8.47 26.67 5.08 23.30 38.00 3.20 8.47 282.55 231.00 198.00 

Jun-05 8.66 146.00 40.00 1.46 187.46 162.43 8.12 25.58 4.87 23.30 38.00 3.20 8.12 273.62 222.63 195.00 

Jul-05 8.67 148.00 36.00 1.48 185.48 160.77 8.04 25.32 4.82 23.30 38.00 3.20 8.04 271.49 220.63 203.00 

Aug-05 8.67 157.00 30.00 1.57 188.57 163.49 8.17 25.75 4.90 23.30 38.00 3.20 8.17 274.99 223.91 209.00 

Sep-05 8.67 167.00 32.00 1.67 200.67 174.03 8.70 27.41 5.22 23.30 38.00 3.20 8.70 288.57 236.64 210.00 

Oct-05 8.68 175.00 35.00 1.75 211.75 183.70 9.18 28.93 5.51 23.30 38.00 3.20 9.18 301.01 248.31 220.00 

Nov-05 8.68 167.00 35.00 1.67 203.67 176.73 8.84 27.83 5.30 23.30 38.00 3.20 8.84 292.04 239.90 219.00 

Dec-05 8.68 170.00 35.00 1.70 206.70 179.41 8.97 28.26 5.38 23.30 38.00 3.20 8.97 295.49 243.14 220.00 

Jan-06 8.68 169.50 35.00 1.70 206.20 179.03 8.95 28.20 5.37 23.30 38.00 3.20 8.95 295.00 242.68 227.00 

Feb-06 8.68 180.50 35.00 1.81 217.31 188.68 9.43 29.72 5.66 23.30 38.00 3.20 9.43 307.42 254.33 220.00 

Mar-06 8.68 180.80 35.00 1.81 217.61 188.94 9.45 29.76 5.67 23.30 38.00 3.20 9.45 307.76 254.65 224.00 

Apr-06 8.69 187.00 35.00 1.87 223.87 194.54 9.73 30.64 5.84 23.30 38.00 3.20 9.73 314.97 261.41 243.00 

May-06 8.69 199.25 35.00 1.99 236.24 205.29 10.26 32.33 6.16 23.30 38.00 3.20 10.26 328.82 274.39 254.00 

Jun-06 8.69 203.80 35.00 2.04 240.84 209.29 10.46 32.96 6.28 23.30 38.00 3.20 10.46 333.96 279.22 250.00 

Jul-06 8.69 213.00 35.00 2.13 250.13 217.36 10.87 34.23 6.52 23.30 38.00 3.20 10.87 344.35 288.97 258.00 

Aug-06 8.69 199.25 35.00 1.99 236.24 205.29 10.26 32.33 6.16 23.30 38.00 3.20 10.26 328.82 274.39 282.00 

Sep-06 8.70 207.40 35.00 2.07 244.47 212.69 10.63 33.50 6.38 23.30 38.00 3.20 10.63 338.34 283.33 276.00 

Oct-06 8.88 218.25 35.00 2.18 255.43 226.75 11.34 35.71 6.80 23.30 38.00 3.20 11.34 356.44 300.30 268.00 

Nov-06 8.88 218.00 35.00 2.18 255.18 226.59 11.33 35.69 6.80 23.30 38.00 3.20 11.33 356.23 300.11 275.00 

Dec-06 8.93 216.60 35.00 2.17 253.77 226.52 11.33 35.68 6.80 23.30 38.00 3.20 11.33 356.15 300.03 280.00 

Jan-07 8.99 208.50 30.00 2.09 240.59 216.24 10.81 34.06 6.49 23.30 38.00 3.20 10.81 342.90 287.60 280.00 

Feb-07 9.02 206.75 30.00 2.07 238.82 215.36 10.77 33.92 6.46 23.30 38.00 3.20 10.77 341.77 286.54 280.00 

Mar-07 9.02 209.20 30.00 2.09 241.29 217.64 10.88 34.28 6.53 23.30 38.00 3.20 10.88 344.71 289.30 280.00 

Apr-07 9.03 206.25 30.00 2.06 238.31 215.08 10.75 33.88 6.45 23.30 38.00 3.20 10.75 341.42 286.21 280.00 
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Item No. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17

May-07 9.10 203.00 30.00 2.03 235.03 213.77 10.69 33.67 6.41 23.30 38.00 3.20 10.69 339.73 284.63 280.00 

Jun-07 9.19 225.20 30.00 2.25 257.45 236.71 11.84 37.28 7.10 23.30 38.00 3.20 11.84 369.26 312.33 280.00 

Jul-07 9.21 246.00 30.00 2.46 278.46 256.45 12.82 40.39 7.69 23.30 38.00 3.20 12.82 394.69 336.17 280.00 

Aug-07 9.21 273.00 30.00 2.73 305.73 281.73 14.09 44.37 8.45 23.30 38.00 3.20 14.09 427.22 366.69 280.00 

Sep-07 9.22 342.50 30.00 3.43 375.93 346.52 17.33 54.58 10.40 23.30 40.00 3.20 17.33 512.65 444.92 280.00 

Oct-07 9.22 353.50 30.00 3.54 387.04 356.88 17.84 56.21 10.71 23.30 40.00 3.20 17.84 525.98 457.43 280.00 

Nov-07 9.88 334.60 30.00 3.35 367.95 363.57 18.18 57.26 10.91 23.30 40.00 3.20 18.18 534.60 465.51 325.00 

Dec-07 9.37 380.67 30.00 3.81 414.48 388.33 19.42 61.16 11.65 23.30 40.00 3.20 19.42 566.48 495.41 323.00 

Jan-08 9.40 376.75 30.00 3.77 410.52 386.02 19.30 60.80 11.58 23.30 40.00 3.20 19.30 563.51 492.62 332.50 

Feb-08 9.50 438.60 30.00 4.39 472.99 449.21 22.46 70.75 13.48 23.30 40.00 3.20 22.46 644.86 568.92 367.50 

Mar-08 9.67 481.50 30.00 4.82 516.32 499.11 24.96 78.61 14.97 23.30 40.00 3.20 24.96 709.11 629.18 390.00 

Apr-08 9.72 388.75 30.00 3.89 422.64 410.63 20.53 64.67 12.32 23.30 45.00 3.20 20.53 600.18 522.33 461.00 

May-08 9.74 350.20 90.00 3.50 443.70 432.27 21.61 68.08 12.97 23.30 45.00 3.20 21.61 628.04 548.46 560.00 

Jun-08 9.78 357.50 110.00 3.58 471.08 460.84 23.04 72.58 13.83 23.30 45.00 3.20 23.04 664.83 582.97 733.00 

Jul-08 9.83 342.75 90.00 3.43 436.18 428.81 21.44 67.54 12.86 23.30 45.00 3.20 21.44 623.59 544.28 610.00 

Aug-08 9.86 340.80 85.00 3.41 429.21 423.30 21.16 66.67 12.70 23.30 45.00 3.20 21.16 616.49 537.63 628.00 

Sep-08 9.88 312.00 80.00 3.12 395.12 390.42 19.52 61.49 11.71 23.30 45.00 3.20 19.52 574.17 497.93 620.00 

Oct-08 9.93 260.40 70.00 2.60 333.00 330.81 16.54 52.10 9.92 23.30 45.00 3.20 16.54 497.42 425.95 587.00 

Nov-08 10.11 247.25 20.00 2.47 269.72 272.77 13.64 42.96 8.18 23.30 45.00 3.20 13.64 422.69 355.87 547.00 

Dec-08 10.18 235.25 15.00 2.35 252.60 257.25 12.86 40.52 7.72 23.30 45.00 3.20 12.86 402.70 337.12 500.00 

Jan-09 11.06 256.40 15.00 2.56 273.96 303.14 15.16 47.74 9.09 23.30 45.00 3.20 15.16 461.79 392.54 468.00 

Feb-09 11.30 240.75 15.00 2.41 258.16 291.66 14.58 45.94 8.75 23.30 45.00 3.20 14.58 447.01 378.68 543.33 

Mar-09 11.34 245.50 24.00 2.46 271.96 308.51 15.43 48.59 9.26 23.30 45.00 3.20 15.43 468.71 399.03 
 

555.00 

Apr-09 11.41 241.50 22.00 2.42 265.92 303.30 15.16 47.77 9.10 23.30 45.00 3.20 15.16 462.00 392.73 308.39 570.00 

May-09 11.47 260.80 25.00 2.61 288.41 330.69 16.53 52.08 9.92 23.30 45.00 3.20 16.53 497.26 425.80 597.50 

Jun-09 11.92 269.50 35.00 2.70 307.20 366.32 18.32 57.69 10.99 23.30 45.00 3.20 18.32 543.13 468.83 612.50 

Jul-09 12.40 233.20 39.00 2.33 274.53 340.33 17.02 53.60 10.21 23.30 45.00 3.20 17.02 509.67 437.45 600.00 

Aug-09 12.79 217.75 39.00 2.18 258.93 331.05 16.55 52.14 9.93 23.30 45.00 3.20 16.55 497.73 426.25 770.00 

Sep-09 12.82 200.75 38.00 2.01 240.76 308.56 15.43 48.60 9.26 23.30 45.00 3.20 15.43 468.78 399.09 592.50 

Oct-09 12.85 208.80 43.00 2.09 253.89 326.17 16.31 51.37 9.79 23.30 76.00 3.20 16.31 522.45 420.35 
 

580.00 

Nov-09 12.88 227.50 48.00 2.28 277.78 357.71 17.89 56.34 10.73 23.30 76.00 3.20 17.89 563.06 458.44 317.00 570.00 

Dec-09 12.91 221.75 30.00 2.22 253.97 327.84 16.39 51.63 9.84 23.30 76.00 3.20 16.39 524.59 422.36 551.11 

Jan-10 12.51 214.80 30.00 2.15 246.95 308.93 15.45 48.66 9.27 23.30 76.00 3.20 15.45 500.25 399.54 525.00 

Feb-10 12.64 204.50 30.00 2.05 236.55 298.99 14.95 47.09 8.97 23.30 76.00 3.20 14.95 487.45 387.53 479.25 

Mar-10 13.15 205.50 30.00 2.06 237.56 312.38 15.62 49.20 9.37 23.30 38.00 3.20 15.62 466.70 403.70 481.75 

Apr-10 13.27 200.67 30.00 2.01 232.68 308.76 15.44 48.63 9.26 23.30 38.00 3.20 15.44 462.03 399.33 486.00 
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Notes: 
Item Detail 
1 Exchange rate source = National Bank of Ethiopia, Quarterly Bulletins 
2 FOB price of US #2 Hard Winter Wheat Gulf ports has been used (source: FAO Monthly Food Outlook). 

3 
Ocean Freight prior to May 2008 is taken from FAO Outlook Report (Egypt-Alexandria), post May 2008 taken 
from www.uswheat.org 

4 Insurance 1% of FOB - Assumption 
5 Sum of Items 2 - 4 
6 CIF - Djibouti (Item 5) multiplied by Exchange Rate (Item 1) 
7 5% of CIF (Item 6) 

8 

15% of CIF (Item 6), as of Jan 2003.  Note VAT was lifted only for Palm oil and Wheat (imported by the 
EGTE). The VAT is not reinstated for these commodities. VAT was also lifted for commercial import of sugar 
beginning of March 2010.    

9 Sur tax (10% of items 6 - 8); Withold tax 3% of CIF as of Dec 2002 

10 
Port Handling Charges source : Galaxy (includes Shore handling, port dues and, Cleaning & forwarding 
costs) 

11 Inland transport cost: Source: Galaxy 
12 Approximate inland shipping cost, Djibouti to Addis 
13 5% of C.I.F 
14 Sum of Items 6 through 13 
15 Sum of CIF (6), VAT (8), Port handling (10), Unloading (12) and Misc. (13) 

16 
Recent Monetization 1 (ACDI/VOCA): 12,500MT at @ $247.46 per MT FX rate 12.4823 Birr + 7,500 MT sold 
November 2009 @ $235.58 FX rate of 13.4560 Birr 

17 Domestic wholesale price of wheat source: EU/EGTE MIS and EGTE 
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Annex VI.  Detailed IPP Calculation of Vegetable Oil 

Table 15. Detailed IPP Calculation for Soya Oil 

Item No. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 

Item 
Exch. 
rate 

FOB, 
Rotterdam 
Soy Oil 

Ocean 
freight  Insur. 

C.I.F -
Djibouti 

CIF, in 
Birr 

Customs 
duty VAT 

Surtax & 
Witholding 

Witholding 
Tax 

Port 
handling 

Inland 
Transport Handling Misc. 

IPP, 
Addis 
Soya Oil 

Domestic 
wholesale, 
Addis 
Soya Oil 

Price 
Achieved 

Retail 
Vegetable 
Oil, ex 
Addis 

Currency 
 

USD USD USD USD ETB ETB ETB ETB ETB ETB ETB ETB ETB ETB ETB 

Unit Birr/USD MT MT MT MT Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal Quintal 
 

Jan-05 8.65 521.00 43.00 5.21 569.21 492.54 147.76 96.04 73.63 14.78 26.50 38.00 205.67 24.63 1,119.56 1,345.74 

Feb-05 8.66 497.00 43.00 4.97 544.97 471.68 141.50 91.98 70.52 14.15 26.50 38.00 205.66 23.58 1,083.57 1,354.42 

Mar-05 8.66 546.00 43.00 5.46 594.46 514.68 154.40 100.36 76.94 15.44 26.50 38.00 205.63 25.73 1,157.69 1,303.45 

Apr-05 8.66 547.00 43.00 5.47 595.47 515.69 154.71 100.56 77.10 15.47 26.50 38.00 205.61 25.78 1,159.43 1,295.86 

May-05 8.66 538.00 44.00 5.38 587.38 508.82 152.65 99.22 76.07 15.26 26.50 38.00 205.59 25.44 1,147.55 1,273.09 

Jun-05 8.66 559.00 40.00 5.59 604.59 523.85 157.16 102.15 78.32 15.72 26.50 38.00 205.57 26.19 1,173.46 1,290.44 

Jul-05 8.67 561.00 36.00 5.61 602.61 522.32 156.70 101.85 78.09 15.67 26.50 38.00 205.55 26.12 1,170.79 1,295.86 

Aug-05 8.67 549.00 30.00 5.49 584.49 506.75 152.03 98.82 75.76 15.20 26.50 38.00 205.53 25.34 1,143.92 1,277.42 

Sep-05 8.67 545.00 32.00 5.45 582.45 505.14 151.54 98.50 75.52 15.15 26.50 38.00 205.50 25.26 1,141.11 1,282.85 

Oct-05 8.68 579.00 35.00 5.79 619.79 537.67 161.30 104.85 80.38 16.13 26.50 38.00 205.49 26.88 1,197.20 1,294.77 

Nov-05 8.68 560.00 35.00 5.60 600.60 521.15 156.35 101.62 77.91 15.63 26.50 38.00 205.46 26.06 1,168.69 1,267.66 

Dec-05 8.68 537.00 35.00 5.37 577.37 501.15 150.35 97.72 74.92 15.03 26.50 38.00 205.44 25.06 1,134.18 1,287.18 

Jan-06 8.68 532.00 37.00 5.32 574.32 498.66 149.60 97.24 74.55 14.96 26.50 38.00 205.43 24.93 1,129.86 1,285.01 

Feb-06 8.68 535.00 39.00 5.35 579.35 503.03 150.91 98.09 75.20 15.09 26.50 38.00 205.40 25.15 1,137.37 1,283.93 

Mar-06 8.68 539.00 42.00 5.39 586.39 509.14 152.74 99.28 76.12 15.27 26.50 38.00 205.38 25.46 1,147.89 1,281.76 

Apr-06 8.69 540.00 35.00 5.40 580.40 504.37 151.31 98.35 75.40 15.13 26.50 38.00 205.37 25.22 1,139.65 1,286.10 

May-06 8.69 588.00 47.00 5.88 640.88 556.92 167.08 108.60 83.26 16.71 26.50 38.00 205.35 27.85 1,230.27 1,270.92

Jun-06 8.69 601.00 51.00 6.01 658.01 571.81 171.54 111.50 85.49 17.15 26.50 38.00 205.32 28.59 1,255.91 1,266.58

Jul-06 8.69 630.00 54.00 6.30 690.30 599.87 179.96 116.97 89.68 18.00 26.50 38.00 205.30 29.99 1,304.28 1,278.51 

Aug-06 8.69 629.00 55.00 6.29 690.29 599.86 179.96 116.97 89.68 18.00 26.50 38.00 205.28 29.99 1,304.25 1,309.96
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Item No. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18

Sep-06 8.70 602.00 57.00 6.02 665.02 578.57 173.57 112.82 86.50 17.36 26.50 38.00 205.26 28.93 1,267.50 1,434.66 

Oct-06 8.88 615.00 59.00 6.15 680.15 603.78 181.14 117.74 90.27 18.11 30.00 38.00 209.27 30.19 1,318.49 1,489.97 

Nov-06 8.88 675.00 61.00 6.75 742.75 659.53 197.86 128.61 98.60 19.79 30.00 38.00 209.25 32.98 1,414.61 1,486.71 

Dec-06 8.93 699.00 62.00 6.99 767.99 685.54 205.66 133.68 102.49 20.57 30.00 38.00 208.86 34.28 1,459.07 1,738.29 

Jan-07 8.99 697.00 65.00 6.97 768.97 691.14 207.34 134.77 103.33 20.73 30.00 38.00 208.30 34.56 1,468.18 1,704.68 

Feb-07 9.02 714.00 65.00 7.14 786.14 708.91 212.67 138.24 105.98 21.27 30.00 38.00 208.05 35.45 1,498.56 1,583.22 

Mar-07 9.02 718.00 70.00 7.18 795.18 717.23 215.17 139.86 107.23 21.52 30.00 38.00 208.03 35.86 1,512.90 1,733.96 

Apr-07 9.03 761.00 73.00 7.61 841.61 759.57 227.87 148.12 113.56 22.79 30.00 38.00 207.98 37.98 1,585.86 1,795.77 

May-07 9.10 788.00 77.00 7.88 872.88 793.93 238.18 154.82 118.69 23.82 30.00 38.00 207.33 39.70 1,644.45 2,007.22 

Jun-07 9.19 833.00 79.00 8.33 920.33 846.18 253.85 165.01 126.50 25.39 30.00 38.00 206.59 42.31 1,733.83 2,149.28 

Jul-07 9.21 885.00 80.00 8.85 973.85 896.89 269.07 174.89 134.09 26.91 30.00 38.00 206.42 44.84 1,821.11 2,177.48 

Aug-07 9.21 908.00 90.00 9.08 1,007.08 928.02 278.41 180.96 138.74 27.84 37.00 38.00 214.15 46.40 1,889.52 
 

2,408.45 

Sep-07 9.22 959.00 100.00 9.59 1,068.59 985.01 295.50 192.08 147.26 29.55 37.00 40.00 216.34 49.25 1,991.98 2,173.91 
 

2,455.08 

Oct-07 9.22 1,012.00 110.00 10.12 1,132.12 1,043.92 313.17 203.56 156.07 31.32 37.00 40.00 216.32 52.20 2,093.55 2,121.74 2,348.00 2,433.39 

Nov-07 9.88 1,138.00 100.00 11.38 1,249.38 1,234.52 370.36 240.73 184.56 37.04 37.00 40.00 216.29 61.73 2,422.23 2,219.57 2,460.50 

Dec-07 9.37 1,164.00 105.00 11.64 1,280.64 1,199.86 359.96 233.97 179.38 36.00 37.00 40.00 216.27 59.99 2,362.43 2,242.39 
 

2,527.74 

Jan-08 9.40 1,276.00 110.00 12.76 1,398.76 1,315.30 394.59 256.48 196.64 39.46 37.00 40.00 214.74 65.77 2,559.98 2,378.26 2,232.00 2,423.63 

Feb-08 9.50 1,400.00 110.00 14.00 1,524.00 1,447.39 434.22 282.24 216.38 43.42 37.00 40.00 214.02 72.37 2,787.04 2,286.96 2,512.55 

Mar-08 9.67 1,476.00 100.00 14.76 1,590.76 1,537.76 461.33 299.86 229.90 46.13 37.00 40.00 212.62 76.89 2,941.48 2,355.43 2,437.00 2,846.55 

Apr-08 9.72 1,425.00 90.00 14.25 1,529.25 1,485.79 445.74 289.73 222.13 44.57 43.30 45.00 223.60 74.29 2,874.13 2,445.65 2,690.40 

May-08 9.74 1,436.00 80.00 14.36 1,530.36 1,490.92 447.28 290.73 222.89 44.73 43.30 45.00 223.98 74.55 2,883.37 2,491.30 2,732.69 

Jun-08 9.78 1,537.00 70.00 15.37 1,622.37 1,587.13 476.14 309.49 237.28 47.61 43.30 45.00 223.60 79.36 3,048.90 2,468.48 2,765.22 

Jul-08 9.83 1,511.00 65.00 15.11 1,591.11 1,564.22 469.27 305.02 233.85 46.93 43.30 45.00 223.21 78.21 3,009.01 2,514.13 2,397.00 2,726.18 

Aug-08 9.86 1,322.00 50.00 13.22 1,385.22 1,366.14 409.84 266.40 204.24 40.98 43.30 45.00 222.45 68.31 2,666.66 2,378.26 
 

2,764.14 

Sep-08 9.88 1,226.00 40.00 12.26 1,278.26 1,263.06 378.92 246.30 188.83 37.89 43.30 45.00 221.61 63.15 2,488.05 2,196.74 1,813.00 2,721.84 

Oct-08 9.93 926.00 30.00 9.26 965.26 958.89 287.67 186.98 143.35 28.77 43.30 45.00 222.26 47.94 1,964.17 2,106.00 2,695.82 

Nov-08 10.11 824.00 35.00 8.24 867.24 877.03 263.11 171.02 131.12 26.31 43.30 45.00 220.87 43.85 1,821.61 2,103.00 2,509.30 

Dec-08 10.18 728.00 40.00 7.28 775.28 789.53 236.86 153.96 118.03 23.69 43.30 45.00 219.17 39.48 1,669.01 2,203.00 
 

2,494.12 

Jan-09 11.06 789.00 45.00 7.89 841.89 931.53 279.46 181.65 139.26 27.95 43.30 45.00 214.59 46.58 1,909.32 2,321.00 2,069.00 2,409.54 
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Feb-09 11.30 748.00 50.00 7.48 805.48 910.00 273.00 177.45 136.05 27.30 43.30 45.00 211.77 45.50 1,869.38 2,218.00 2,098.00 2,322.78 

Mar-09 11.34 727.00 50.00 7.27 784.27 889.70 266.91 173.49 133.01 26.69 43.30 45.00 208.97 44.49 1,831.56 2,218.00 2,350.98 

Apr-09 11.41 801.00 50.00 8.01 859.01 979.77 293.93 191.06 146.48 29.39 43.30 45.00 208.55 48.99 1,986.47 2,218.00 2,328.21 

May-09 11.47 892.00 50.00 8.92 950.92 1,090.32 327.10 212.61 163.00 32.71 43.30 45.00 208.14 54.52 2,176.70 2,218.00 2,270.73 

Jun-09 11.92 896.00 50.00 8.96 954.96 1,138.75 341.63 222.06 170.24 34.16 43.30 45.00 205.18 56.94 2,257.26 2,218.00 2,258.81 

Jul-09 12.40 837.00 50.00 8.37 895.37 1,109.96 332.99 216.44 165.94 33.30 43.30 45.00 202.36 55.50 2,204.79 2,218.00 2,195.91 

Aug-09 12.79 886.00 50.00 8.86 944.86 1,208.06 362.42 235.57 180.60 36.24 43.30 45.00 200.20 60.40 2,371.79 2,218.00 2,211.09 

Sep-09 12.82 846.00 50.00 8.46 904.46 1,159.19 347.76 226.04 173.30 34.78 43.30 45.00 200.03 57.96 2,287.35 2,000.00 2,324.95 

Oct-09 12.85 897.00 50.00 8.97 955.97 1,228.14 368.44 239.49 183.61 36.84 47.00 76.00 226.88 61.41 2,467.81 2,000.00 2,322.78 

Nov-09 12.88 931.00 50.00 9.31 990.31 1,275.30 382.59 248.68 190.66 38.26 47.00 76.00 226.65 63.77 2,548.90 2,000.00 2,284.83 

Dec-09 12.91 935.00 50.00 9.35 994.35 1,283.56 385.07 250.30 191.89 38.51 47.00 76.00 226.42 64.18 2,562.93 2,000.00 2,345.56 

Jan-10 12.51 923.00 50.00 9.23 982.23 1,228.77 368.63 239.61 183.70 36.86 47.00 76.00 226.71 61.44 2,468.72 2,000.00 

Feb-10 12.64 914.00 50.00 9.14 973.14 1,230.05 369.01 239.86 183.89 36.90 47.00 76.00 229.46 61.50 2,473.68 2,000.00 

Mar-10 13.15 915.00 30.00 9.15 954.15 1,254.71 376.41 244.67 187.58 37.64 47.00 76.00 229.46 62.74 2,516.20 2,000.00 

Notes: 

Item Detail 

1 Exchange rate source = National Bank of Ethiopia, Quarterly Bulletins 

2 FOB price, Soy Oil Rotterdam (source: FAO Monthly Food Outlook) 

3 Ocean Freight is taken from FAO Outlook Report (Egypt-Alexandria) 

4 Insurance 1% of FOB - Assumption 

5 Sum of Items 2 - 4 

6 CIF - Djibouti (Item 5) multiplied by Exchange Rate (Item 1) 

7 30% of CIF (Item 6) 

8 

15% of CIF (Item 6), as of Jan 2003.  Note VAT was lifted only for Palm oil and Wheat (imported by the 
EGTE). The VAT is not reinstated for these commodities. VAT was also lifted for commercial import of sugar 
beginning of March 2010.    

9 Surtax (10% of items 6 - 8) 

10 3% of CIF (Item 6) 

11 Port Handling Charges source : Galaxy (includes Shore handling, port dues and, Cleaning & forwarding 
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costs) 

12 Inland transport cost: Source: Galaxy 

13 Nov 2007 to present, EGTE; prior to Nov 2007, 2008 Bellmon 

14 5% of C.I.F 

15 Sum of Items 6 through 14 

16 
Domestic wholesale price of oil source: MMU data up to Oct. 09; after September used estimate given by 
Yared Abera, formerly of MMU and a resource on all things oil in Ethiopia 

17 Source:  MMU 

18 Source:  EGTE/CSA 



 Prepared by Fintrac Inc. 

 

 BEST ANALYSIS – ETHIOPIA                                                                           FOOD AID AND CASH TRANSFER PROGRAMS   39 

Annex VII.  Existing Food Aid and Cash Transfer Programs 

Figure 11. Map of Existing Food Aid and Cash Transfer Programs within Ethiopia 

A table indicating which type of program exists, if any, in each woreda, appears on the following page by woreda name..
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Table 16. Existing Food Aid Programs by Woreda 

This table notes the Awardee holding the current USAID MYAP for the PSNP or PAP program 
by name.  If the PSNP is funded by a different agency, this is noted by “Other.”  The presence of 
WFP School feeding and Targeted Supplementary Feeding programs is noted by “y”.  If this 
could neither be confirmed nor ruled out, “?” was placed in the cell. 

Woreda Region 
PSNP  
& PAP 

WFP  
School  
Feeding 

Targeted  
Suppl.  
Feeding 

Ab Ala Afar Other ? y 
Ababo Oromia 
Abay Chomen Oromia 
Abaya Oromia 

  Abe Dongoro Oromia 
  Abergele Amhara SC/UK y 

Abeshege SNNPR 
  Abichuna Gne'a Oromia Other 

 Abobo Gambela y 
Abuna G/Beret Oromia 

 Ada'a Oromia 
 

y 
Adaba Oromia 

  Adadle Somali Other y 
Adama Oromia 

 Adami Tulu Jido 
Kombolcha Oromia Other 
Adda Berga Oromia 

 Addi Arekay Amhara Other 
Addis Ketema Addis Ababa 

  Adola Oromia Other 
  Adwa Tigray Other 
 

y 
Afambo Afar Other y y 
Afdem Somali Other y 

 Afder Somali Other 
  Afdera Afar Other y y 

Afele Kola (Dima) Oromia 

Agalometi 
Beneshangul 
Gumu 

   Agarfa Oromia 
   Ahferom Tigray REST y y 

Akaki Oromia 
 Akaki - Kalit Addis Ababa 

  Akobo Gambela 
 

y 
Alaba SP Woreda SNNPR Other y 
Alaje Tigray Other y 
Alamata Tigray Other y 
Albuko Amhara Other 
Ale Oromia 
Aleltu Oromia 

  Alem Gena Oromia 
  Aleta Wendo SNNPR Other y 

Alfa Amhara 
Alge Sachi Oromia 
Alicho Woriro SNNPR 

 Amaro SP 
Woreda SNNPR Other 

  Ambasel Amhara Other y y 
Ambo Zuria Oromia 

  Ameya Oromia 
  Amibara Afar Other y 

Amigna Oromia 
 Amuru Oromia 
 Analemmo SNNPR Other 

Anchar Oromia Other 
Anderacha SNNPR 
Aneded Amhara 

 Anfilo Oromia 
 Angolelana Tera Amhara Other 

Anigacha SNNPR Other 
Ankasha Amhara 
Ankober Amhara 
Antsokiya Amhara 

Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Arada Addis Ababa 
  Arba Minch Zuria SNNPR Other 

 
y 

Arbe Gonna SNNPR 
   Arero Oromia SC/US y y 

Argoba Amhara Other y 
Argoba Special Afar Other ? 
Aroresa SNNPR Other 
Arsi Negele Oromia CRS 

 Artuma Afar Other 
 Artuma Fursi Amhara Other y 

Aseko Oromia Other 
Asgede Tsimbila Tigray Other 
Assagirt Amhara Other 

Assosa 
Beneshangul 
Gumu 

   Atsbi Wenberta Tigray Other y y 
Awabel Amhara 

   Aware Somali Other y y 
Awasa Town SNNPR 

 Awash Fentale Afar Other 
 Awassa Zuria SNNPR Other 
 Awra Afar Other y 

Ayida SNNPR 
  Ayira Guliso Oromia 
   Ayisha Somali Other y 

 Aysaita Afar Other y y 
Babile Somali Other 

 Babile Oromia CRS y 
Babo Oromia 
Badele Zuria Oromia 
Bahirdar Zuria Amhara 
Bako Tibe Oromia 

Bambasi 
Beneshangul 
Gumu 

  Banja Amhara 
  Bare Somali SC/US y 

Basketo SP 
Woreda SNNPR 
Baso Liben Amhara 

  Basona Worena Amhara 
  Bati Amhara Other y 

Becho Oromia 
 Becho Oromia 
 Bedeno Oromia CARE 

Begi Oromia 
  Bele Gesgar Oromia Other 

 Bena Tsemay SNNPR 
 

y 
 Bensa SNNPR Other 

  Berahle Afar Other y y 
Berbere Oromia Other 
Bereh Oromia 
Berehet Amhara 

 Bero SNNPR 
 Beyeda Amhara Other 

Bibugn Amhara 
Bila Seyo Oromia 

Bilidigilu 
Beneshangul 
Gumu 

Bilo Nopha Oromia 

Bio Jiganifado 
Beneshangul 
Gumu 

Bio Jiganifado Beneshangul 



 Prepared by Fintrac Inc. 

 

 BEST ANALYSIS – ETHIOPIA                FOOD AID AND CASH TRANSFER PROGRAMS   41 

Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Gumu 
Bita (Big) SNNPR 

 Boh Somali Other 
Boji Chekorsa Oromia 

  Boji Dirmeji Oromia 
  Boke Oromia Other y 

 Bole Addis Ababa 
  Boloso Bombe SNNPR Other y 

Boloso Sore SNNPR Other y 
Bona Zuria SNNPR Other y 
Boneya Boshe Oromia 

  Bonke SNNPR Other ? 
Bora Oromia 
Bore Oromia 

 Borecha Oromia 
   Boreda SNNPR Other 

  Boricha SNNPR Other y y 
Boset Oromia Other y 

 Bugna Amhara FH/E y y 
Bule SNNPR 
Bule Hora Oromia 

Bulen 
Beneshangul 
Gumu 

Bure Amhara 
  Bure Oromia 
   Bure Mudaytu Afar Other y 

 Burji SP Woreda SNNPR Other y 
Bursa SNNPR 

 Chefa Gula Amhara Other 
Cheha SNNPR 
Cheliya Oromia 

  Chena SNNPR 
   Chencha SNNPR Other 

 
y 

Chereti/Weyib Somali Other y y 
Cheta SNNPR 

   Chifra Afar SC/UK y y 
Chilga Amhara 

   Chinaksen Oromia Other y y 
Chire SNNPR 

 Chiro Zuria Oromia CARE 
Chole Oromia 
Chora Oromia 

 Chora Oromia 
 Chuko SNNPR Other 

Chwaka Oromia 
 Dabat Amhara Other 

 Dabo Hana Oromia 
  Dale SNNPR Other y 

Dale Sadi Oromia 
 Dale Wabera Oromia 
   Dalocha SNNPR Other 

  Dalul Afar Other y y 
Damot Gale SNNPR Other y 
Damot Pulasa SNNPR Other 

 Damot Sore SNNPR Other y 
Damot Weydie SNNPR Other 
Dangila Amhara 

Dangura 
Beneshangul 
Gumu 

 Daniboya SNNPR Other 
 Dano Oromia 

   Danot Somali Other 
 

y 
Dara SNNPR Other y 
Daramalo SNNPR Other 

  Darimu Oromia 
   Daro Lebu Oromia 
 

y y 
Dasenech (Kuraz) SNNPR Other y 

 Dawe Kachen Oromia Other y 
Dawo Oromia 

  Dawunt Amhara Other y 
Debark Amhara Other 
Debay Telatgen Amhara 

Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Debeweyin Somali Other 
 

y 
Debre Elias Amhara 

  Debre Libanos Oromia 
 

y 
Debresina Amhara Other 
Debub Achefer Amhara 
Debub Bench SNNPR 

 Decha SNNPR 
 Deder Oromia CRS 

Dedesa Oromia 
Dedo Oromia 
Dega Oromia 

  Dega Damot Amhara 
  Degehabur Somali Other y 

Degehamedo Somali Other y 
Degeluna Tijo Oromia 

  Degem Oromia 
   Degua Temben Tigray REST 

 
y 

Dehana Amhara SC/UK y 
 Dehas Oromia Other y 

Dejen Amhara 
  Delanta Amhara SC/UK 

 
y 

Dembecha Amhara 
   Dembel Somali Other y y 

Dembia Amhara 
  Denan Somali Other y 

Dendi Oromia 
  Denibu Gofa SNNPR Other 

 Dera Oromia y 
Dera Amhara 

 Derashe SP 
Woreda SNNPR Other 

  Dessie Zuria Amhara Other y y 
Dewa Harewa Amhara Other y 
Dewe Afar CARE y 

Dibat 
Beneshangul 
Gumu 

Didu Oromia 
 Diga Oromia 
  Diguna Fango SNNPR Other 

 Dihun Somali Other y 
Diksis Oromia 

   Dila Zuria SNNPR Other 
 

y 
Dillo Oromia Other y y 
Dima Gambela 

 
y 

Dinsho Oromia 
 Dire Oromia Other 

Dire Dawa Dire Dawa CRS 
Dire Dawa/Town Dire Dawa 

   Dita SNNPR Other 
  Doba Oromia CARE y y 

Dodola Oromia 
   Dodota Oromia CRS 

 
y 

Dolo Odo Somali SC/US y y 
Dolobay Somali SC/US y 

 Dorani Oromia 
   Doya Gena SNNPR Other 

 
y 

Dubti Afar Other y y 
Dugda Oromia 

  Dugda Dawa Oromia Other 
  Dulecha Afar Other y 

 Dune SNNPR Other y 
East Belesa Amhara Other 

 East Esite Amhara 
   East Imi Somali Other 

 
y 

Ebenat Amhara Other y 
Eferatana Gidem Amhara 
Ejere (Addis 
Alem) Oromia 
Ela (Konta) SP 
Woreda SNNPR 

   Elidar Afar Other y y 
Enarj Enawga Amhara 
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Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Enbise Sar Midir Amhara Other 
 Endamehoni Tigray Other y 

Enderta Tigray Other y 
Endiguagn SNNPR 
Enemay Amhara 
Enemorina Eaner SNNPR 

   Ensaro Amhara 
   Erebti Afar Other y y 

Erer Somali Other y 
 Erob Tigray Other y 

Esira SNNPR 
  Etang Gambela 
  Ewa Afar Other y 

Ezha SNNPR 
Fagta Lakoma Amhara 

   Farta Amhara 
   Fedis Oromia Other y y 

Fentale Oromia CARE y 
 Ferfer Somali Other 

  Fik Somali Other 
 

y 
Filtu Somali SC/US y 
Fogera Amhara 

 Fursi Afar Other 
 Gaji Oromia 
 Gambela Zuria Gambela y 

Gambella Wild 
Life Reserve Gambela 

  Ganta Afeshum Tigray REST y 
Gasera Oromia 

  Gawo Kebe Oromia 
  Gaz Gibla Amhara SC/UK y 

Gechi Oromia 
  Gedeb Asasa Oromia 
  Geladin Somali Other y 

Gelana Oromia Other 
Gelila (Semen 
Ari) SNNPR 

 Gembora SNNPR Other 
Gemechis Oromia CARE 
Gena Bosa SNNPR Other 
Gera Oromia 

  Gerar Jarso Oromia 
  Gerbo Somali Other y 

Gesha (Deka) SNNPR 
Geta SNNPR 

  Getawa SNNPR 
  Gewane Afar Other y 

Geze Gofa SNNPR Other 
Gibe SNNPR Other 
Gida Kiremu Oromia 

   Gidami Oromia 
   Gidan Amhara Other y y 

Gimbi Oromia 
Gimbichu Oromia 
Gimbo SNNPR 

  Ginde Beret Oromia 
  Ginir Oromia Other y 

Girawa Oromia CARE 
  Girja (Harenfema) Oromia 

   Gishe Rabel Amhara Other y y 
Gnangatom SNNPR Other 

 Goba Oromia 
  Goba Koricha Oromia Other 

 
y 

Gobu Seyo Oromia 
   Gode Somali Other y 

 Godere Gambela 
 

y 
Goge Gambela 

 
y 

Golo Oda Oromia Other y 
Gololcha Arsi Oromia Other ? 
Gololcha Bale Oromia Other ? 
Goma Oromia 

 Goncha Siso Amhara Other 

Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Enese 
Gonder Zuria Amhara 
Gonje Amhara 

 Gorche SNNPR 
 Goro Oromia Other 

Goro Oromia 
 Goro Baqaqsa Somali Other 

Goro Gutu Oromia CRS 
Guagusa 
Shikudad Amhara 
Guangua Amhara 

Guba 
Beneshangul 
Gumu 

  Guba Lafto Amhara SC/UK y 
Gudetu Kondole Oromia 
Guduru Oromia 

  Gulele Addis Ababa 
   Gulina Afar SC/UK y 

 Gulomekeda Tigray REST y 
Gumay Oromia 
Gumer SNNPR 

  Guna Oromia 
   Gunagado Somali Other 

 
y 

Gura Damole Oromia Other y 
Guradamole Somali Other 

  Gurafereda SNNPR 
   Gursum Somali Other y y 

Gursum Oromia Other 
Guto Gida Oromia 

  Guzamn Amhara 
   Habro Oromia Other 

 
y 

Habru Amhara SC/UK y 
 Hadero Tubito SNNPR Other y 

Hagere Mariam Amhara 
Halu (Huka) Oromia 
Hambela 
Wamena Oromia 

   Hamer SNNPR Other y 
 Hamero Somali Other y 

Harar Hareri 
   Harena Buluk Oromia Other 

  Hareshen Somali Other y y 
Haro Limu Oromia 

 Haro Maya Oromia CARE 
Haru Oromia 
Hawa Galan Oromia 

   Hawi Gudina Oromia 
   Hawzen Tigray REST y y 

Hidabu Abote Oromia 
   Hintalo Wejirat Tigray Other y y 

Hitosa Oromia 

Homosha 
Beneshangul 
Gumu 

 Horo Oromia 
 Hudet Somali Other 

 Hulet Ej Enese Amhara 
  Hulla SNNPR Other y 

Humbo SNNPR Other y 
Hurumu Oromia 
Ibantu Oromia 
Ifata Oromia 
Ilu Oromia 
Inkolo Wabe Oromia 

  Jabi Tehnan Amhara 
  Jama Amhara Other y 

Janamora Amhara Other 
Jarso Oromia Other 
Jarso Oromia 
Jarte Jardega Oromia 
Jawi Amhara 
Jeju Oromia 
Jeldu Oromia 
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Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Jibat Oromia 
  Jida Oromia Other 

  Jijiga Somali Other y 
 Jikawo Gambela 

  
y 

Jille Timuga Amhara Other y 
Jimma Arjo Oromia 
Jimma Genete Oromia 
Jimma Horo Oromia 
Jimma Rare Oromia 

  Jore Gambela 
  Kacha Bira SNNPR Other 

 
y 

Kafta Humera Tigray 
  Kalu Amhara Other y 

Kamashi 
Beneshangul 
Gumu 

 Kebena SNNPR 
  Kebribeyah Somali Other 

 Kebridehar Somali Other 
 

y 
Kediada Gambela SNNPR Other 

 Kelafo Somali Other y 
 Kelela Amhara Other 
 Kelete Awelallo Tigray REST y 

Kemba SNNPR Other 
Kembibit Oromia 

 Kercha Oromia 
 Kersa Oromia CRS 

Kersa Oromia 
Kersana Malima Oromia 
Kewet Amhara 

 Kiltu Kara Oromia 
  Kindo Dida SNNPR Other 

 Kindo Koysha SNNPR Other y 
Kirkos Addis Ababa 

   Kobo Amhara SC/UK y 
 Kochere SNNPR Other ? 

Kochere Gedeb SNNPR 
 Kofele Oromia 
 Kokir Gedbano SNNPR 

 
y 

 Kokosa Oromia 
   Kola Temben Tigray Other y y 

Kolfe - Keran Addis Ababa 
 Kombolcha Oromia CARE 

  Kondaltiti Oromia 
   Koneba Afar Other y y 

Konso SP 
Woreda SNNPR Other y y 
Konso SP 
Woreda Amhara FH/E y 

 Kore Oromia 
 

y 
Kucha SNNPR Other 

 Kuni Oromia Other 
 Kurfa Chele Oromia CARE y 

Kurmuk 
Beneshangul 
Gumu 

  Kutaber Amhara Other 
 

y 
Kuyu Oromia Other 

 Laelay Adiyabo Tigray Other y 
Laelay Maychew Tigray Other 
Lagahida Somali Other 
Lalo Asabi Oromia 

  Lalo Kile Oromia 
  Lanfero SNNPR Other y 

Lare Gambela 
 Lay Armacho Amhara 
   Lay Gayint Amhara Other 

  Legambo Amhara Other y y 
Lege Hida Oromia Other y 
Legehida Amhara Other y 

 Leka Dulecha Oromia 
   Liben Oromia Other y y 

Liben Chukala Oromia 
 Libo Kemkem Amhara Other 

Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Lideta Addis Ababa 
 Limu SNNPR Other 

Limu Oromia 
Limu Bilbilo Oromia 
Limu Kosa Oromia 

  Limu Seka Oromia 
  Loka-Abaya SNNPR Other y 

Loma Bosa SNNPR Other 
Lome Oromia 

 Lude Hitosa Oromia 
  Maji SNNPR Other 

 Male SNNPR 
 

y 
Malga SNNPR 

 Malka Balo Oromia CRS 
Mana Sibu Oromia 

Mandura 
Beneshangul 
Gumu 

Maokomo Special 
Beneshangul 
Gumu 

   Mareka SNNPR 
  

y 
Mareko SNNPR Other y y 
Masha SNNPR 

   Mecha Amhara 
   Meda Welabu Oromia Other y y 

Medebay Zana Tigray Other 
  Megale Afar Other y y 

Mehal Sayint Amhara Other 
 

y 
Mekdela Amhara Other y y 
Meket Amhara SC/UK y y 
Meko Oromia 

 Melekoza SNNPR 
 Melka Soda Oromia Other 

Mena Oromia Other 
Mena Oromia 

Menge 
Beneshangul 
Gumu 

Mengesh Gambela 
Menit Goldiye SNNPR 
Menit Shasha SNNPR 

   Menjiwo SNNPR 
   Menz Gera Midir Amhara Other y y 

Menz Keya 
Gabriel Amhara Other y 
Menz Lalo Midir Amhara Other y 
Menz Mama Midir Amhara Other y 

 Merahbete Amhara 
   Mereb Leke Tigray REST y y 

Merti Oromia Other y 
Mesela Oromia Other 
Meskan SNNPR Other 
Meta Oromia CRS 
Meta Robi Oromia 
Metema Amhara 

  Metu Zuria Oromia 
  Meyu Oromia Other y 

Meyumuluka Somali Other 
Michakel Amhara 

   Mida Kegn Oromia 
   Midega Tola Oromia CRS y y 

Mierab Azenet 
Berbere SNNPR 

  Mierab 
Badawacho SNNPR Other 

 
y 

Mieso Oromia CARE y y 
Miesso Somali Other y 

 Mile Afar Other y y 
Mimo Weremo Amhara 

 Minjar Shenkora Amhara 
 Mirab Abaya SNNPR Other 

Mirab Armacho Amhara 
 Misha SNNPR Other 

Misrak Azenet SNNPR 
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Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Berbere 
Misrak 
Badawacho SNNPR Other 

 
y 

Misrak Gashamo Somali Other 
  Miyo Oromia Other y y 

Mojan Wedera Amhara 
   Moretna Jiru Amhara 
   Moyale Oromia Other y y 

Moyale Somali Other y 
Muhur Na Aklil SNNPR 
Mulo Oromia 

 Munessa Oromia 
  Mustahil Somali Other 

 Naeder Adet Tigray Other y 
Nefas Silk Addis Ababa 
Nejo Oromia 
Nenesebo 
(Wereka) Oromia 
Nole Kaba Oromia 
Nono Oromia 
Nunu Kumba Oromia 

 Odo Shakiso Oromia 
  Ofa SNNPR Other 

 Ofla Tigray Other y 
Omo Nada Oromia 

Pawe Special 
Beneshangul 
Gumu 

Quara Amhara 
   Quarit Amhara 
   Raya Azebo Tigray REST y y 

Rayitu Oromia Other y y 
Robe Oromia 

   Saesie 
Tsaedaemba Tigray Other y y 
Saharti Samre Tigray REST y 
Sahla Amhara SC/UK 

 Sale Nono Oromia 
  Sankura SNNPR Other y 

Sasiga Oromia 
   Sayilem SNNPR 
   Sayint Amhara Other y y 

Sayo Oromia 
Sayo Nole Oromia 

  Seden Sodo Oromia 
  Segeg Somali Other y 

Seka Chekorsa Oromia 
Sekela Amhara 

   Sekoru Oromia 
   Sekota Amhara SC/UK y y 

Selahad Somali Other 
Selamgo SNNPR 

 Selti SNNPR Other 
Semen Achefer Amhara 
Semen Bench SNNPR 

 Senan Amhara 
  Serer/Elkere Somali Other 

 Seru Oromia CRS 
 

y 
Setema Oromia 

   Seweyna Oromia Other y y 
Shalla Oromia CRS 
Shashemene 
Zuria Oromia Other 

 Shashogo SNNPR Other y 
Shay Bench SNNPR 

  Shebe Dino SNNPR Other y 
Shebe Sambo Oromia 

 Shebel Bereta Amhara Other 
 Sheka SNNPR 

  Shekosh Somali Other y 

Sherkole 
Beneshangul 
Gumu 

  Shilabo Somali Other y 

Woreda Region
PSNP 
& PAP

WFP 
School 
Feeding

Targeted 
Suppl. 
Feeding

Shinile Somali Other y 
Shirka Oromia 
Sibu Sire Oromia 

  Sigmo Oromia 
  Simada Amhara FH/E y 

Simurobi Gele'alo Afar Other y 
Sinana Oromia 

 Siraro Oromia Other 

Sirba Abay 
Beneshangul 
Gumu 

 Sire Oromia CRS 
Siya Debirna 
Wayu Amhara 
Sodo SNNPR 

  Sodo Daci Oromia 
  Sodo Zuria SNNPR Other y 

Soro SNNPR Other 
 

y 
South Ari (Bako 
Gazer) SNNPR ? 
Sude Oromia 
Sululta Oromia 
Surma SNNPR 

  Tach Armacho Amhara 
   Tach Gayint Amhara FH/E 

 
y 

Tahtay Adiyabo Tigray Other y 
 Tahtay Koraro Tigray Other 

  Tahtay Maychew Tigray Other y y 
Takusa Amhara 

   Tanqua Abergele Tigray Other y y 
Tarema Ber Amhara 

  Teferi Ber Somali Other 
 Telalak Afar Other y 

Teltele Oromia Other y 
 Tena Oromia 

   Tenta Amhara Other y y 
Teru Afar SC/UK y 
Thehulederie Amhara Other 
Tibaro SNNPR Other 
Tikur Enchini Oromia 
Tiro Afeta Oromia 
Tiyo Oromia 
Tocha SNNPR 
Toke Kutaye Oromia 
Tole Oromia 
Tsegede Tigray 

 Tsegede Amhara 
   Tselemt Amhara Other 

  Tselemti Tigray Other y y 
Tulo Oromia CARE y 
Tulo SNNPR 

 Ubadebretsehay SNNPR Other 
 Uraga Oromia 

   Wadera Oromia 
 

y 
 Wadla Amhara FH/E y 

Waliso Oromia 
Walmara Oromia 

 Wama Hagalo Oromia 
 Wantawo Gambela 

 
y 

Wara Jarso Oromia 
  Warder Somali Other y 

Wayu Tuka Oromia 
 Wegde Amhara Other 

Wegera Amhara Other 
Welkait Tigray 

  Wemberma Amhara 
  Wenago SNNPR Other y 

Wenbera 
Beneshangul 
Gumu 

  Wenchi Oromia 
   Were Ilu Amhara Other 

 
y 

Werei Leke Tigray REST y y 
West Belesa Amhara Other 
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WFP 
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Feeding
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Suppl. 
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West Esite Amhara 
  West Imi Somali Other y 

Wilbareg SNNPR Other 
 Wondo-Genet SNNPR 

   Wonosho SNNPR 
  

y 
Worebabu Amhara Other y y 
Wuchale Oromia Other 

 Yabelo Oromia Other y 
Yalo Afar Other y 
Yama Logi Welel Oromia 

Yaso 
Beneshangul 
Gumu 

Yaya Gulele Oromia 
Yayu Oromia 
Yeka Addis Ababa 
Yeki SNNPR 
Yem SP Woreda SNNPR 

 Yilmana Densa Amhara 
 Yirgachefe SNNPR Other 

Yubdo Oromia 
  Zala SNNPR Other 

 Ziquala Amhara SC/UK y 
Ziway Dugda Oromia Other 
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Annex VIII.  BEST Pre-MYAP Monetization Analysis 
Methodology 

Introduction 

The “Bellmon Amendment” requires assurance that a proposed food aid program would not 
result in a substantial disincentive to or interference with domestic production or marketing.  The 
extent to which monetized food aid has the potential to introduce a production disincentive or 
market disruption rests primarily on whether the monetized commodity is sold at a fair market 
price, and in a volume that would not be expected to cause disruption of normal trade patterns.  

The objective of the BEST pre-MYAP report is to provide sufficient information to relevant 
USAID policy decision makers and program managers to allow them to make a determination of 
whether a proposed food aid program would have a substantial impact on local market and 
production incentives.  If it is determined in the negative, then the proposed Title II food aid 
program would be compliant with the Bellmon Amendment.  The BEST report accomplishes this 
objective by providing specific guidance as to: 

1. The appropriateness of monetization in a Title II recipient country 
2. If appropriate, which commodities might be appropriate to monetize 
3. The approximate maximum tonnage feasible for monetization 
4. Any special considerations (such as sales platform) that should be taken into account 

when undertaking monetization in the study country 

Analytical Process  

Step 1 – Initial Commodity Selection 

A desk review will identify an initial set of commodities for study.  This review will be based on 
the best available trade statistics and any previous Bellmon studies, and informed by country 
situational reports and policy reviews.  Ideally, each commodity will be selected based on a 
complete set of objective criteria involving eligibility, freedom from trade and policy restrictions, 
and, most importantly, the market’s ability to absorb a volume of monetized commodity without 
substantial disruption.  In practice, this ideal is constrained by information gaps and varying 
standards of what may be considered “substantial” in different country and regional contexts.  
Official trade data is often incomplete, out-of-date, or contradictory.   

The field visit will involve triangulating trade figures, filling in data gaps, and discussing with 
traders and potential buyers to assess (1) interest and ability to purchase commodities in 
various quantities; and (2) factors affecting demand and supply of commodities with which a 
monetized commodity would likely compete.   
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The following set of “tests” is used, in whole or in part, to make an initial assessment of the 
feasibility of monetization without introducing Bellmon concerns: 

1.1 Purchase and export restrictions.  There are various layers of U.S. government policies, 
regulations, and practices that may restrict the purchase of commodities intended for 
monetization.  In consideration of these restrictions, Food For Peace (FFP) maintains a list of 
approved Title II commodities that can be used for emergency or development programs (see 
Annex A).  There may also be special policies, such as the FFP Policy on Use of Milk Powder 
for Monetization (see Annex B), which must also be reflected in sales transactions. 

 Test:  If a commodity is on the FFP list, it is eligible for consideration as a monetization 
candidate.  If it is not on the list, it is ineligible. 

Upon special request by FFP, commodities not currently on the FFP list may be selected for 
review. 

1.2 Recipient country policy, regulation, and practice.  Recipient country policies, 
regulations, and practices may restrict importation of commodities intended for monetization.  
These may include, but not be limited to, one or more of the following: 

· Restrictions on genetically-modified foods 
· Political sensitivities to staple crop industries 
· National industry promotion or protection favoring local purchase of certain commodities 
· Food aid-specific regulation of monetization sales volumes and prices 

Test:  If potential monetization of a commodity is affected by such barriers, analysis and 
recommendations will consider each barrier in light of its restrictiveness in practical terms.  
Extreme barriers to monetization (such as a complete restriction on GMOs, for example) will 
render a commodity ineligible for monetization.  However, government institutions that regulate 
monetization may set guidelines that have little to no effect on an overall recommendation, but 
may impact a detail such as minimum sales prices.  In this case, a commodity would still be 
considered eligible for monetization. 

1.3 Significant demand and commercial import activity.  To warrant importation and sale of 
monetized food aid, both local dietary preferences and available market information must 
strongly suggest that a proposed commodity is consumed in significant amounts (i.e., there is 
significant demand), and that national production is insufficient to meet demand (i.e., there is 
insufficient national supply to meet demand).  National demand is estimated based on the latest 
5-year overall supply trend, equivalent to the sum of domestic production, net trade, and food 
aid.69  

                                                
69

 Where supply in the previous years is especially stable, a single-year projected increase in supply is possible using 
annual population growth figures.   In the most recent round of BEST studies, many Title II countries had experienced 
substantial inter-annual fluctuations in supply during the five-year period under review (on the order of 100% change 
year-on-year), partially due to the food price crisis of 2007.  This made projections much more difficult and unreliable.  
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Assessment of the 5-year supply trend considers products of the same specification, or those 
which are the most likely substitutes.  Commodity specifications (class and grading) are 
particularly important for some of the most frequently-monetized commodities, such as wheat, 
rice, and vegetable oil.  In order to compare commodities accurately, the analyst must take into 
account the exact specifications of normal commercial imports.  Processors’ requirements and 
consumer preferences will determine the required and/or desirable specifications.  Field visits 
must include meetings with commercial importers, processors, millers, and large traders 
because these are the market players who can provide the most accurate information in regards 
to specific commodities’ commercial demand. 

Annex C is a survey questionnaire tailored to potential buyers of Title II monetized 
commodities.  This set of questions should form the basic foundation for meetings with millers, 
traders, and other potential buyers of monetized commodities.   

Annex D is a survey questionnaire form tailored to current NGO Monetization Units, for those 
countries where these units are operational.  This set of questions should form the basic 
foundation for meetings with Monetization Units to assess their experience monetizing 
commodities in-country. 

In countries with substantial informal trade, the analyst will gather all available market 
intelligence on the volume and pattern of informal trade where available.  This will involve 
reliance on FEWS NET cross-border trade estimates and discussions with key stakeholders 
(such as Ministries) in the field.  Informal trade may be substantial, because informal trade is 
generally between two low-income food-deficit countries; disruption of such trade would be 
considered particularly undesirable.  The volume of commodity recommended for monetization 
will exclude informal trade volumes and rely instead on commercial import and food aid import 
volumes as a basis for estimating unmet demand. 

Test:  Generally, the value of the commercial import market must be large enough so 
that monetization sales would generate at least US$1 million.  This amount is a guideline based 
on analysis of perceived Awardee funding need, but which is subject to review, especially as 
funds become available from other sources (e.g., 202(e) funding).  Commodities that would 
generate less than US$1 million in funds will be considered, particularly where there are only 
one or two commodities eligible/feasible for monetization and a diversified basket of 
commodities would be preferable.  If sales are expected to displace normal commercial imports, 
the displaced volume should not exceed 10% of commercial import volumes (averaged over five 
years) per BEST’s current guideline.   

Step 2 – Market Analysis  

Additional market research and analysis are conducted to assess the likelihood of achieving a 
fair and competitive market price.   The analyst will review all available evidence of market 
structure, level of competition, and available sales platforms, including findings from interviews 

                                                                                                                                                       
However, as prices and therefore supply stabilize, such projections would be a reasonable basis on which to estimate 
a recommended volume for monetization . 
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with traders, producers, potential buyers, and any current monetizing agents.  To support a 
recommendation of commodity monetization, the analyst must conclude that there is a high 
likelihood of achieving a fair market price in the near-term.  Achievement of a fair market price 
may be expected in the near-term based on the following criteria:  

2.1 Structure and composition of the buyer market supports competition. There must be 
enough potential buyers with sufficient purchasing power and market positioning to absorb the 
likely volumes of monetized commodities without exerting a negative influence on fair and 
efficient market function.  In some cases, monetizing agents may have long-term relationships 
with a single buyer.  This may or may not indicate a problem.  As discussed in the following 
section, whether Awardees are able to monetize commodities at or near import parity price 
(IPP) provides strong suggestive evidence of the level of competition. 

Test:  If there is a single buyer, evidence of a collusive group of buyers, or other indications 
of a buyer’s market that regularly restricts free trade and competition, dominates the market, or 
exercises anti-competitive practices while purchasing monetized and/or commercial food 
commodity imports, then it may be expected that a fair market price may not be achieved and 
monetization may be supporting an uncompetitive industry.  If there are many buyers, or there is 
no substantial evidence to indicate that a single or few buyers are exhibiting this negative 
behavior, a fair market price may be achieved. 

2.2 Likelihood of achieving a fair market price is high.  An import parity price (IPP) is the 
best estimate of a fair market price for commercially-imported commodities.  An estimated IPP 
is based on the sum of a simulated commercial entity’s cost to import and sell the same (or very 
similar) food commodity.  If import parity price has been consistently achieved in the past, and 
can be expected to be achieved in the near future given current market conditions, a commodity 
may be recommended for monetization.    

The estimated import parity price is calculated by adding the following costs: 

· Freight-on-board (FOB) from exporting location/market (for the same or similar 
commodity) 

· Insurance 

· Ocean freight to point of import70 
· Port charges at port of entry (taxes, handling, packaging, storage, agents’ fees, etc.) 
· Import duties and subsidies 

· Taxes (including VAT if applicable) 
· Inland transportation 

· Any other costs that bring the per unit cost into a parity estimate with the reference price, 
such as a price adjustment for a difference in commodity quality  

                                                
70

 BEST will use CIF at port prices whenever they are available. 
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Given that each of these components of IPP is estimated, and that certain components, such as 
freight charges, are likely estimated with some error, BEST analysis allows for a margin of error 
of + / - 10% .  Monetized sales transacted at prices above or below the margin of error can be 
reasonably attributed to profit or loss, respectively. 

Test:  If IPP analysis reveals a consistent pattern of pricing below IPP, and there are no 
substantial prospects for improvements in the negotiating capacity of the Awardee(s) (e.g., no 
significant increase in the number of potential buyers), future monetizations of that commodity 
would not be recommended since such sales would be unlikely to obtain a fair market price.   

If there is little or no history of monetization sales transactions to compare with IPP, then market 
structure and conduct must be assessed as indicators of the potential for achieving a fair market 
price. 

Example of IPP calculation and use in monetization analysis: The following is an example of an 
IPP calculation and a comparison of achieved sales prices relative to IPP.  Table 1 shows an 
individual import parity price calculation for soybean oil for possible sale in Addis Ababa.  Figure 
1 shows historical IPP charted against actual monetization sales price achievements for 
soybean oil monetized in Addis Ababa.  

Table 17. Table 1: Soybean Oil Import Parity Price Calculation Template 

No. Item Source US$/MT 

1 
Refined Soybean Oil  
Ex Rotterdam USDA FAS Data 748 

2 Ocean Freight Marill Freight 50 
3 Insurance  1% of #1 7.5 
4 CIF Djibouti  #1+#2+#3 805.5 
5 Customs Duty 30% of #4 241.6 
6 VAT 15% of (#4+#5) 157.1 
7 Withholding Tax 3% of #4 24.2 
8 Port Charges, handling etc. Axis Transit Services 39.5 
9 Inland Freight Axis Transit Services 41.1 
10 Storage ECEX 7.5 
11 Packaging Whey Consulting Ltd. 119.5 
12 Administration World Bank Salary Data 4.0 
13 Total Import Parity Price Sum(#4:#12) 1440.1 
Figure 12.  

Figure 13. Comparison of Addis Wholesale Soybean Oil Prices and Calculated IPP 



 Prepared by Fintrac Inc. 

 

 BEST ANALYSIS – ETHIOPIA                                       MONETIZATION METHODOLOGY   51 

2.3 Other Key Considerations for Monetization Transactions: 

There are a number of other important factors that should be considered when assessing 
the feasibility of monetizing commodities.  These factors include, but are not limited to: 

· Price responsiveness of local production.  General characteristics of the agricultural 
sector, such as average farm size, access to agricultural inputs (labor, seeds, fertilizer, 
etc), and average crop yields, provide an indication of how responsive local producers 
may be to changes in output prices (i.e., how elastic supply is).  For example, if farm 
sizes are relatively small and farmers lack access to inputs, domestic production is likely 
to be relatively less responsive to changes in output prices (i.e., relatively inelastic) 
simply because producers lack the capacity to make large changes in their production 
plans in response to price incentives.   If production is inelastic, the disincentive effects 
from additional Title II food aid will therefore be minimized.  Domestic supply is often 
price inelastic in developing countries. 

Conversely, if local production is extremely price responsive (or elastic), a small price 
change on the local market will result in a large percentage change in local production.  
While a drop in output prices may benefit consumers, such a drop could create 
disincentives to produce as well as cause a drop in traders’ incomes.   

· Monetization may affect the marketing or production of substitute commodities.  If 
commodities considered for monetization are highly substitutable with other commodities 
in the local diet, the analyst must assess market conditions to reveal the likely cross-
price effects on those substitute commodities.   As an example, suppose consumers 
typically consume black beans, but view pinto beans as a very close substitute.  If pinto 
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beans are monetized, resulting in an increase in the supply of pinto beans and therefore 
a drop in the price of pinto beans relative to black beans, consumers may substitute 
away from black beans and increase pinto beans in their diets. Depending on how easily 
consumers substitute the two goods (as reflected in the cross-price elasticity between 
black beans and pinto beans), monetization of pinto beans could result in a decrease in 
demand for black beans, which could affect production incentives and markets for black 
beans. 

Estimates of elasticities are generally not available.  Qualitative assessments of factors 
which determine demand and supply, however, are fairly easy to undertake during field 
visits, particularly with the insights of local agricultural marketing specialists. 

The willingness to substitute commodities in the local diet often follows a socioeconomic 
gradient and differs in urban versus rural areas.  Understanding these dynamics is 
important to strengthening market intelligence and providing appropriate guidance 
regarding the likely effects of food aid (both monetized and distributed) on local markets.  
As an example, there may be very strong preferences for rice in an urban area which 
makes consumers relatively nonresponsive to price changes (i.e., the own price 
elasticity of demand for rice is inelastic), whereas rural consumers may have a 
preference for sorghum but are willing to substitute sorghum with millet as the price of 
sorghum increases relative to millet.   

· Monetization sales platform may support competition.  The monetization sales 
platform may provide insight into the level of competitiveness and the monetization 
agents’ ability to achieve a fair price.  In most cases, the most common platforms 
available are direct negotiation and auction.  Though it is entirely possible to realize a 
competitive or non-competitive process under each sales platform, some platforms are 
more likely to result in a competitive bid.  For example, while it is possible to obtain a fair 
market price through large lot sales, small lot sales will promote greater competition 
(which increases the probability of achieving IPP) and may help promote the trading 
sector.  Details to consider regarding sales platforms are discussed in Annex E. 

· Timing of sales is critical. When supplies are relatively low (e.g., during lean season), 
prices are relatively higher.  A monetization sale timed to coincide with normal seasonal 
supply shortfalls has the potential to yield a higher price for the monetized commodity.  
Although it is not the intent of the monetization program, well-timed sales can help also 
help stabilize market supply and dampen seasonal price spikes which harm consumers 
in recipient countries. 

Tests:  A monetization program would generally be considered positively if a sale takes 
place: 

· During the lean or hunger season(s), and up to the seasonal or annual harvest(s) 
· In avoidance of another substantial monetization sale 
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· In avoidance of a major food aid distribution71  

Awardees should demonstrate awareness of any other monetizations planned (e.g., through 
USDA) during the same season as their proposed monetization, and should seek to avoid 
overlap of transactions.  Likewise, Awardees should seek to avoid major monetizations during 
large food aid distributions. 

However, as emphasized in the 1998 Food For Peace Monetization Field Manual, timing sales 
during lean seasons can, over the longer-term, create a disincentive for traders to engage in 
normal intra-annual price arbitrage.  Based on discussions with traders in-country, the analyst 
will only recommend a practice of timing monetizations during in the lean season if the analyst 
can demonstrate that such timing will have little impact on incentives for traders to engage in 
intra-annual storage. 

· Monetization should avoid disrupting trade between two Low-Income Food-Deficit 
Countries (LIFDCs).  Typically, commercial import markets in LIFDCs are dominated by 
large non-food deficit exporting countries.  Occasionally, however, LIFDCs may 
dominate a particular commodity markets (e.g., the maize market in Zambia may be 
dominated by Malawi, though this market dominance will vary from year-to-year since 
South Africa is a strong regional supplier).  Monetization of a commodity typically 
imported from another LIFDC would be considered highly undesirable. 

· Regional monetization can offer a legally-compliant alternative for Awardees operating 
in a country with less than fully competitive domestic commodity markets or insufficient 
commercial demand to meet Awardee funding requirements.  Regional monetization 
provides Awardees with the option of selling into a market where there is sufficient 
competition among buyers in order to increase the likelihood that bids will be at or near 
import parity. Competition increases assurance that monetization will not distort the 
market and will generate higher revenues than if the monetization is conducted in a 
domestic market with limited or no competition.  Regional monetization can generate 
greater revenue for food security activities and thereby increase the efficiencies of the 
FFP program.  It also provides the Awardees with a fallback position if a commodity that 
was initially recommended for monetization becomes unviable at a later date due to 
changing market or policy conditions.  In countries with highly limited competition and/or 
limited import volumes of available Title II commodities, the BEST team will analyze the 
feasibility of regional monetization of specific Title II commodities. 

Step 3 – Conclusions and Recommendations 

The BEST team does or does not recommend a commodity for monetization.  If recommended, 
a maximum volume is recommended based on a threshold of 10% of the commercial import 
market.72  Anticipated proceeds from such a sale are presented.  

                                                
71

 Depending on demand and supply dynamics for the specific commodity recommended for monetization, it may be 
more important that the monetized commodity is sold in an urban area while the distributed commodity is targeted in 
rural areas. 
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3.1 Hypothetical Example 

Figure 2 summarizes the basic steps in a decision-tree for a hypothetical monetization analysis 
in Ethiopia in which five initial commodities are reviewed for potential monetization: CDSO, 
HRWW, NFDM, rice, and pinto beans.  

Figure 14. Decision Tree 

                                                                                                                                                       
72

 A threshold of 10% has been used, but may be subject to review on a case-by-case basis. 
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ANNEX A 
Bureau for Democracy, Conflict and Humanitarian Assistance 

Office of Food for Peace 
Fiscal Year 2010: Title II Proposal Guidance and Program Policies 

GRAINS AND FORTIFIED/BLENDED FOOD PRODUCTS  

Barley, Steel Cut, Bagged*  
Barley, Bulk  
Buckwheat, Wheat Blend*  
Buckwheat, Frinetta*  
Buckwheat, Grits*  
Buckwheat, Groats*  
Buckwheat, Supreme Flour*  
Corn, Bagged*  
Corn, Bulk  
Corn, Bulk, Bagged*  
Cornmeal*  
Cornmeal, Soy-Fortified *  
Corn Soy Blend*  
Corn Soy Masa Flour, Instant *  
Corn Soy Milk*  
Corn Soy Milk, Instant*  
Rice, Bulk, Bagged*  
Rice, Bagged*  
Sorghum, Bagged*  
Sorghum, Bulk  
Sorghum, Bulk, Bagged*  
Sorghum Grits, Soy-Fortified*  

PULSES  

Beans, Black*  
Beans, Great Northern*  
Beans, Kidney (Dark & Light)*  
Beans, Navy*  
Beans, Pink*  
Beans, Pinto *  
Beans, Small Red*  
Beans, Garbanzo (Chickpeas)*  
Lentils*  
Peas, Green *  
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Peas, Split Green *  
Peas, Yellow *  
Peas, Split Yellow*  
Soybeans, Bagged  
Soybeans, Bulk  
Soybeans, Bulk, Bagged  
Soybean Meal, Bulk*  

WHEAT/WHEAT PRODUCTS  

Bulgur*  
Bulgur, Soy-Fortified*  
Wheat, Hard Red Winter, Bagged*  
Wheat, Hard Red Winter, Bulk  
Wheat, Hard Red Winter, Bulk Bagged*  
Wheat, Hard White, Bagged*  
Wheat, Hard White, Bulk  
Wheat, Hard White, Bulk, Bagged*  
Wheat, Hard Red Spring, Bagged*  
Wheat, Hard Red Spring, Bulk  
Wheat, Hard Red Spring, Bulk, Bagged*  
Wheat, Northern Spring, Bagged*  
Wheat, Northern Spring, Bulk  
Wheat, Northern Spring, Bulk, Bagged*  
Wheat, Northern Spring, Dark, Bagged*  
Wheat, Northern Spring, Dark, Bulk  
Wheat, Northern Spring Dark, Bulk Bagged*  
Wheat, Soft Red Winter, Bagged*  
Wheat, Soft Red Winter, Bulk  
Wheat, Soft Red Winter, Bulk, Bagged*  
Wheat, Soft White, Bagged*  
Wheat, Soft White, Bulk  
Wheat, Soft White, Bulk, Bagged*  
Wheat Flour, All Purpose*  
Wheat Flour, Bread*  
Wheat Soy Blend  
Wheat Soy Milk*  

OIL  

Vegetable Oil, Crude De-gummed, Bulk  
Vegetable Oil, Vitamin A Fortified, Refined, Bulk *  
Vegetable Oil, Vitamin A Fortified, Refined, 4 L (Cylindrical Tins/Plastic Pails)*  
Vegetable Oil, Vitamin A Fortified, Refined, 20 L (Cylindrical Pails)*  
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Vegetable Oil, Vitamin A Fortified, Refined, 208 L (Cylindrical Drums)*  

OTHER - SPECIALTY PRODUCTS  

Mainstay 3600*  
Mainstay Complete*  
Non-Fat Dry Milk  
Nutrition Bars*  
Peanut Butter Paste*  
Potato Flakes, Dehydrated *  
Potato Granules*  
Potatoes, Canned Sweet *  
Raisins, California *  
RiceX*  
Salmon, Canned *  
Soy Flour, Defatted*  
Soy Protein, Concentrate*  
Soy Protein, Isolate*  
Soy Protein, Textured*  
Vitameal*  
Whole Milk Replacer*  

*Value-added food aid commodities processed, fortified, or bagged in the United States 
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ANNEX B 

FFP Policy on Use of Milk Powder for Monetization 

USAID's Office of Food for Peace (FFP) will consider proposals for monetization of Non-Fat Dry 
Milk (NFDM) under the following conditions: 

The Awardee will provide FFP a written policy for the monetization of NFDM. This policy must 
comply with the International Code of Marketing of Breast-Milk Substitutes and all subsequent 
relevant World Health Assembly (WHA) resolutions pertinent to the sale or distribution of breast 
milk substitutes. CS will include a statement under "special provisions" which states, "It is the 
intention of the U.S. Government that the NFDM commodities provided herein are not to be 
used as breast milk substitutes, nor in their production or manufacture." 

Preference will be given to countries that have current laws or policies implementing the 
International Code of Marketing Breast-Milk Substitutes. 

NFDM may be sold for industrial use as an ingredient in processed foods, baked goods, yogurt, 
etc. NFDM must not substitute for breast milk or be used for products represented or locally 
perceived as breast milk substitutes. It must not be sold for direct market distribution, for 
example, in small tender sales, and should not be sold directly to the consumer.  

Awardee will not sell NFDM to known manufacturers or marketers of breast-milk substitutes or 
replacement foods with breast milk substitute production facilities in the program country. The 
sales contract will have a written commitment from the buyer that the product will not be 
sold or freely distributed as a breast milk substitute, nor used to manufacture breast milk 
substitutes and that the sellers name or the name or logo of USAID will not be used in 
marketing, advertising, product promotion, or any implied relationship to any of the 
manufacture's products. Furthermore, the Awardee shall make it clear to the buyer that 
failure to comply with this clause will constitute a material breach of the contract. 

The Awardee will submit to FFP, as part of the proposal, a plan to monitor the end-use of the 
product for a reasonable period of time. The plan should include sensitivity to problems in 
countries with high lactose intolerance, proper storage and handling information, and 
information on possible leakage from the buyer to the general market. This monitoring plan must 
be in place prior to the arrival of the commodity in the country. 

The buyer agrees in writing that the uses of NFDM will be accessible for monitoring by USAID 
personnel to ensure that the use of NFDM adheres to the above policy and does not violate the 
International Code of Marketing of Breast-Milk Substitutes. 

NFDM commodities for monetization must be labeled, "Not for feeding children under one year 
of age." If repackaged for any reason, any such package should also be so labeled. 

To ensure market parity, all Title II and FFP policies and regulations, including cost-recovery, 
Bellman and Usual Marketing Requirement (UMR) considerations, shall apply. 
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The Director of the Office of Food for Peace must approve in writing any exceptions to the 
above policy.  
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ANNEX C 

Survey Questionnaire for  
Potential Buyers of Title II Monetized Commodities 

The purpose of this questionnaire is to provide BEST team members with a practical approach 
to assessing the market's prospects for monetization of Food for Peace commodities.  These 
questions are designed to act as an informal but standardized survey questionnaire, as most 
traders are unlikely to provide a detailed and structured dataset to suit our analysis. 

Potential buyers are typically private industry representatives, many of whom may hold the 
public interest and food security in high esteem, but by nature of their business should be 
expected to be motivated by profit. Levels of interest, honesty, and forthrightness will vary from 
person to person.  On the one hand, a potential buyer may be motivated, honest, and open, 
expecting that monetization will facilitate a transaction favorable to his or her business.  On the 
other hand, potential buyers may attempt to manipulate or misguide the analyst in an unfair or 
dishonest fashion.   

Key questions that should be addressed to potential buyers include:  

1. What commodities do you typically trade in? In what volumes? 
2. What is the current fair market price for these commodities? 
3. Do you prefer local or imported product?  What drives these preferences?  Milling or 

processing requirements? Consumer preferences? Is local or imported product cheaper 
than the other in general? 

4. If offered on or around <date 1>, would you buy X, Y, and/or Z volumes/values of Food 
For Peace commodities A, B, and C? 

5. What is the fair market price for the volumes suggested? 
6. If no to question #4, is there a variation of, or substitute for, one or more of these FFP 

commodities that you would buy? 
7. If yes to #6, what degree of substitution might be normal?   
8. Would you participate in a direct negotiation, auction, or—if one were available—

purchase through a commodity exchange? 
9. Are you aware of any policy and/or trade barriers that might impact importation of FFP 

commodities?  
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ANNEX D 
Survey Questionnaire for  

Current NGO(s) Monetization Unit  

1) How many years have you been monetizing in-country? 
2) Do you monetize for a single NGO or as a consortium? 
3) What is the professional background of the negotiators? (i.e., do they have prior 

commodities trading experience?) 
4) Who calculates IPP?  What is their source of data? How often is IPP updated (e.g., 

monthly, only immediately prior to a call-forward or anticipated monetization 
transaction)? 

5) Has the unit changed its approach (e.g., choice of commodity or preferred sales 
platform) as a result of past experience?  

6) What are the greatest constraints to successful monetization in this country?  Put 
another way, if you could change one just thing about the way monetization occurs in 
country, what would that one change be? 

7) We understand rice, wheat, wheat flour, and vegetable oil (or commodity X) have been 
monetized in the last X years.  Can you confirm?  

8) Could you provide the following data for each transaction? 
a. Date of transaction 
b. Commodity (and specs if available) 
c. Buyer 
d. Price paid per MT or for whole lot (in local currency and $US) 
e. Volume 
f. Sales platform (auction, direct negotiation, exchange) 

9) Which companies import the largest volumes of [cereals], [oil], [commodities on top ten 
list of commercial imports for country under study]? 

10) Which imported and local commodities do FFP commodities compete against? 
11) Could you describe the effect in terms of consumer preferences? 
12) Are there any policy constraints or political sensitivities? 
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ANNEX E 
Monetization Sales Platforms 

Careful selection of a monetization sales platform may enhance the monetization agents’ ability 
to achieve a fair price.  In most cases, the most common platforms available are direct 
negotiation and auction, although commodity exchanges, while generally limited in overall 
availability to monetization agents, are also an option and have particular advantages. 

Direct negotiation is the only option if auction or commodity exchange is not available or 
otherwise feasible.  It is most appropriate when there are few buyers (less than 10) and/or 
where there is high likelihood of collusion.  Direct negotiators must have a deep knowledge and 
understanding of international costs, current and historical volumes and prices—domestic and 
import—and have a keen sense of what the market will bear in terms of supply, demand, and 
price.  Historical local price and volume information may indicate what the market will bear, and 
international costs will show the price traders and other buyers may have to pay if they were to 
purchase/import from another source.  The advantages generally present themselves in smaller 
markets and where monetization agents are highly skilled, experienced, and plugged into local 
and international information sources over a long period of time.  Options include: 

· Monetization at the border, or in the main urban centers (or wherever the mills 
are located)  

· Small lots/many sales, or large lots/fewer sales 
· Monetizing as single agents or within a consortium 

Auctions are an option if there are many buyers present and have the advantage of playing the 
market against bidders who will compete with open knowledge of what their rivals will pay.  
Monetization agents who manage sales through auctions need not necessarily have the same 
set of skills direct negotiators need, but they must identify and manage the auction process.  In 
general, it is advantageous to maximize the number of participants at each auction to stimulate 
competition and increase price pressure.  To ensure maximization of participants, monetization 
agents should identify the lot size that will attract the largest number of buyers, and therefore 
agents must have a knowledge of the potential buyers’ capacities and financial capabilities (i.e., 
access to credit).  A disadvantage is that collusion and speculation are still possible, as in direct 
negotiation, although the more buyers are involved, the less likely this is to occur.  Another 
disadvantage may be that if small lots and traders are chosen, then many buyers may not have 
credit, transport, or VAT registration.  Large and/or monopolistic corporations or para-statals 
may be challenging to work with as they may wield unfavorable influence on the terms.  Options 
include: 

· Monetization at the border or in main urban centers 
· Smaller lots will involve more auctions and higher administrative costs; larger lots 

suggest less on both accounts 

Sale on a Commodity Exchange is an option where available, and brings the advantage of 
eliminating risks of collusion, involves very low costs (brokers fees only), and reduces risk of 
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failing to achieve a market price (assuming the exchange represents the market).  If trading is 
done on the basis of warehouse receipts, then the exchange should absorb storage costs, 
perhaps for as long as six months.  Furthermore, futures may also be an option.  A 
disadvantage is that lot sizes and conditions may be pre-determined and fixed.   
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Annex IX.  BEST pre-MYAP Distribution Analysis 
Methodology 

Introduction 

The Bellmon Amendment requires assurance that a proposed food aid distribution program 
would not result in a substantial disincentive to or interference with domestic production or 
marketing.  The extent to which distributed73 food aid has the potential to introduce a 
disincentive to production or disruption of markets rests fundamentally on whether proposed 
food aid will represent "additional consumption" for beneficiary households, i.e., food 
consumption which would not have occurred in the absence of the food aid distribution program.  

The objective of the BEST pre-MYAP report is to provide sufficient information to relevant 
USAID policy decision makers and program managers to allow a determination of whether a 
proposed distributed food aid program would have a substantial impact on local market and 
production incentives.  If it is determined in the negative, then the proposed Title II food aid 
program would be compliant with the Bellmon Amendment.    

Why Might Distributed Food Aid Introduce a Substantial Disincentive to Local Production 
and Markets?  

Beneficiaries of food aid receive an exogenous positive income shock: they are given free food 
(a good with non-negative monetary value).74 The provision of in-kind food aid effectively 
increases the beneficiary’s purchasing power.  The changes in demand for food and non-food 
goods resulting from that increase in purchasing power will determine the ultimate impact of the 
food aid on prices and therefore supply.  

Although food aid beneficiaries are expected to consume the food provided, households may 
respond to the receipt of food aid in a number of ways depending on prices, local diet 
preferences, perceived needs for non-food goods, and access to local markets.  A beneficiary 
household may:  

· Consume the food aid without reducing its regular market purchases or small-scale 
production to compensate for a food deficit in the normal diet caused by insufficient 
purchasing power, in which case the food aid represents additional consumption; 

                                                
73
 Please note that this methodology covers only the potential impact of distributed food aid.  While some of the data and analysis of 

market dynamics, such as substitutability of staples and level of market integration, is relevant for both analyses, a separate 
methodology has been developed to assess the potential impact of monetized food aid.  The monetization analysis focuses primarily 
on commercial markets rather than the behavior of beneficiary households.
74 

Occasionally, food aid rations are provided to beneficiaries in exchange for their labor or time, in which case the ration is not 
provided entirely free.  For example, some Maternal Child Health/Nutrition interventions require attendance at a clinic;  Food for 
Work beneficiaries are provided food in exchange for work, in which case the food acts as an in-kind wage.



 Prepared by Fintrac Inc. 

 

 BEST ANALYSIS – ETHIOPIA                                         DISTRIBUTION METHODOLOGY   66 

· Use a portion or all of the food aid to displace market purchases that otherwise would 
have been made; 

· Use a portion or all of the food aid to substitute for the home consumption of a 
household’s own production and sell the released production in the market; or 

· Consume some portion (or none of) the food aid and sell the other portion (or all) on the 
market, and use the income generated from that sale to purchase other food and/or non-
food goods.  

Distributed food aid also has the potential to change household labor supply decisions, 
particularly when food is distributed under a Food for Work program. 

If enough beneficiaries (intended and/or unintended beneficiaries) within a given geographic 
area react to food aid by altering their decisions about market purchases, small-scale 
production, or own labor supply, distributed food aid has the potential to cause a number of 
negative impacts.  The most frequently alleged problems include:  

· Depressed producer prices (production disincentive) 

· Dependency  

· Labor supply disincentives  

· Disruption of markets (especially traders) 

Targeting 

The BEST methodology begins with the assumption that a well-designed and executed food aid 
program, whose transfers correspond to the needs of the household, will have minimal to no 
impact on the market or local production incentives.75  Effective application of criteria which 
accurately identifies those households in need of food assistance is the first, and arguably the 
most important, condition to ensure Title II resources are used effectively and efficiently and 
yield the maximum food security impact.  Once households are well-identified, maximum food 
security impact and minimum leakages are ensured when the size, frequency, and commodity 
composition of rations correspond most closely to household food needs.  Similarly, distribution 
modalities and any associated conditionality of participation (such as Food For Education, Food 
For Work/Assets, or Maternal Child Health activities), play an important role in maximizing food 
security impact through effective targeting.   

Two concepts are fundamental to targeting.  Exclusion errors occur when food aid fails to reach 
the needy.  Errors of exclusion are a humanitarian concern.  Inclusion errors occur when food 
aid is provided to the non-needy.  Errors of inclusion (“leakage”) are a Bellmon concern.  Errors 
of inclusion are also a humanitarian concern because, by definition, leakage involves the 
inefficient use of scarce resources.  Improvements in targeting (reductions in inclusion errors) 

                                                
75 

For a review of the economic rationale, see Christopher Barrett, 2002, “Food Aid Effectiveness: It’s the Targeting, Stupid!”
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achieves three simultaneous objectives: (1) increases efficiency of food of food aid in 
accomplishing humanitarian and development goals; (2) maximizes efficiency of Title II 
resources; (3) ensures compliance with the Bellmon Amendment. 

While the BEST approach to assessing the potential impact of food aid starts with this 
assumption, it also recognizes that effective targeting is both expensive in terms of human and 
financial capital and extremely difficult to implement and sustain.  Even the most effectively- 
targeted programs can never prevent all leakage.76  Even where targeting reaches the most food 
insecure households, precisely because poor people are both food poor and cash poor, 
beneficiary households will always face an incentive to sell some of the food aid to meet cash 
needs.  In the absence of food aid, many food insecure households may suffer by not getting 
enough food (quantity and quality) or may use coping strategies that adversely affect their 
health, productive capacities, etc.  Therefore, decision-makers inevitably have to strike a 
balance between exclusion and inclusion errors.  Inclusion errors are particularly important for 
Bellmon considerations because they impact markets. 

How Can We Determine Whether a Specific Proposed Food Aid Distribution Program 
Would Introduce a Substantial Disincentive?  

The goal of the BEST study is to present USAID decision-makers with sufficient information to 
allow determination of whether or not inclusion errors will substantially impact markets.77  As 
noted above, the extent to which distributed food aid has the potential to disrupt private markets 
or introduce production disincentives rests fundamentally on whether food aid will represent 
"additional consumption" for beneficiary households, i.e., food consumption which would not 
have occurred in the absence of the food aid distribution program.  Unfortunately, the only 
certain method to determine whether food aid represents (or would represent) additional 
consumption is to conduct household surveys to determine whether a household would 
consume the food aid rations without changing its household production and market purchasing 
behavior.  However, because household surveys are expensive and time-consuming, proxy 
indicators of ‘additionality’ must be used to assess the potential for leakage.  Further details 
about each of these possible proxy indicators are discussed in Annex B.78  This makes 
assessing the impact of food aid on markets and producer incentives an inherently problematic 
undertaking, even in relatively stable economies.    

With that caveat in mind, combined with basic information about the current state of a country’s 
agricultural markets – how strong consumer preferences are for various foodstuffs, how 
responsive producers are to price changes, how well-integrated local markets are with one 
another, and how sensitive traders are to changes in market conditions, among other indicators 

                                                
76
 For more background on targeting, see Hoddinott (1999), Barrett (2002), and EU/FAO (2008).

77 
Importantly, whether the effect is substantial is quite subjective and will likely vary quite widely across contexts.  While the BEST 

study will strive to provide adequate information about the type and proportion of market players that may be affected by distributed 
food aid, ultimately the determination of whether the impact might be “substantial” will be up rest with the informed judgment of the 
relevant USG decisionmaker (typically the USAID Mission Director).
78 

Additional qualitative indicators provide critical context to a discussion of potential household responses to the receipt of food aid.  
These include descriptive analyses of the ways in which households secure their livelihoods (main sources of food and income), 
particularly among the most food insecure households, and varying degrees of vulnerability to external shocks.   



 Prepared by Fintrac Inc. 

 

 BEST ANALYSIS – ETHIOPIA                                         DISTRIBUTION METHODOLOGY   68 

– well-selected indicators of additionality typically provide sufficient information to allow some 
generalizations to be made about the type, form, timing, and geographic targeting of food 
assistance that would unlikely harm markets and production incentives.   

The BEST analysis will, therefore, combine the highest quality of quantitative and qualitative 
information available about demand and supply characteristics which are likely to influence the 
production and market responses to food aid.  The analysis focuses on three inter-related 
subject matters needs assessments, effectiveness of targeting, and analysis of markets which 
are critical for food security.  An overview of a standard analytical process follows. 

Analytical Process 

The sub-national distribution analysis will be based primarily on secondary data from all 
available food security and vulnerability assessments, livelihoods baselines or profiles, relevant 
country situation reports, and any direct FFP guidance regarding geographic or beneficiary- 
characteristic targeting (including FANTA’s Food Security Programming Framework).  The 
amount of reliable, available data will vary somewhat from country to country; under these 
conditions, BEST will analyze the highest quality and most relevant data available.  BEST field 
visits and discussions with stakeholders will provide key information as well as validate findings 
from secondary data analysis. 

An initial desktop study will focus on review and analysis of secondary data and reports, and 
discussions with Food For Peace and FANTA in Washington, DC.  This portion of the study will 
involve the following steps:   

Step 1 - Review Relevant Background Materials 

Research and review all background materials relevant for a potential distributed food aid 
program including food security assessments (e.g., CFSAM, CSFVA, VAC reports, and 
FANTA’s Food Security Country Framework, if available), previous Bellmon Analyses or 
Updates, reports of Awardees’ previous and ongoing food aid programs, livelihoods reports, and 
reports of production, trade, and food aid flow. 

Step 2 - Determine Most Likely Modalities for Distributed Food Aid for Upcoming MYAP 
Cycle 

Review the country Food Security Country Framework along with any other official USAID/FFP 
guidance relevant for future Title II programming.  Based on this review, as well as discussions 
with stakeholders in Washington and the field, determine most likely distribution modalities 
(Food For Work/Assets, Food For Education, Maternal Child Health Nutrition, etc).    

Step 3 - For Each Modality, Provide Bellmon-Relevant Guidance 

For each of the most likely distribution modalities, provide Bellmon-relevant guidance and 
scenarios of possible coverage, where appropriate, that will help ensure potential impact on 
production and markets of such food aid distributions are minimized, and therefore Bellmon 
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compliant.  Given that potential Awardees’ MYAP proposals will not yet be final (and are 
therefore unavailable to inform the analysis), this Bellmon-relevant guidance will be necessarily 
general but should discuss each of the following: 

· Ration size  

· Ration composition 

· Timing of delivery with an emphasis on the months of lowest food availability (lean 
season) 

· Any special targeting considerations 

· Balance between cash and food resources to ensure effective program implementation 
and thereby avoid potential leakages 

Regarding ration composition, BEST will provide general guidance as to which Food For Peace 
commodities might be appropriate for distribution to potentially targeted beneficiary groups.  
This requires both secondary and primary research of local diets, including preferences and 
substitutes, among difference socioeconomic groups and in rural versus urban areas.79  The 
main staples consumed by poorest households in each potential target area will be outlined, 
with any seasonal differences noted. 

Where current Awardee Mid-term or Final Evaluations are available, BEST will review 
evaluations to summarize any ‘lessons learned’ for each modality. 

Step 4 - Review All Food Security Assessments to Identify an Appropriate Proxy 
Indicator of Additionality 

USAID/Food For Peace development programs focus on chronically food insecure regions 
within Title II recipient countries.  By definition (or default), program activities will be 
geographically targeted within a subset of sub-national units (e.g., districts/countries/provinces).  
Because of the localized nature of the impact of distributed food aid, the vulnerability of small 
markets to disruptions, and the sensitivity of small farmers to production disincentives, 
quantities which may appear insignificant compared to a country’s total food staple consumption 
can nonetheless have a major impact on markets and production at the local level.  Therefore, 

                                                
79
 If commodities considered for distribution are highly substitutable with other commodities in the local diet, the analyst must assess 

market conditions to reveal the distributed commodity's likely cross-price effects on those substitute commodities.   As an example, 
suppose consumers typically consume black beans, but view pinto beans as a very close substitute.  If pinto beans are monetized, 
resulting in an increase in the supply of pinto beans and therefore a drop in the price of pinto beans relative to black beans, 
consumers may substitute pinto beans for black beans. Depending on how easily consumers substitute the two goods (as reflected 
in the cross-price elasticity between black beans and pinto beans), monetization of pinto beans could result in a decrease in 
demand for black beans, which could affect production incentives and markets for black beans.  The willingness to substitute 
commodities in the local diet often follows a socioeconomic gradient and differs in urban versus rural areas.  Understanding these 
dynamics is important to strengthen the market intelligence, and provide appropriate guidance regarding the likely effects of food aid 
(both monetized and distributed) on local markets.  As an example, there may be very strong preferences for rice in an urban area
which makes consumers relatively nonresponsive to price changes (i.e., the own price elasticity of demand for rice is inelastic), 
whereas rural consumers may have a preference for sorghum but remain willing to substitute sorghum with millet as the price of 
sorghum increases relative to millet.   
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while previous Bellmon analysis have often used an estimated national food deficit to determine 
the appropriate level of distributed commodities, the BEST analysis explicitly recognizes that 
distributed food aid will be concentrated in only select areas within a country, and therefore 
must assess the volume of commodities suitable for distribution at a more localized level in 
order to provide Bellmon guidance. 

Through review and application of appropriate indicators of additionality, an assessment of the 
relatively absorptive capacity of sub-national administrative units (typically at the first 
administrative unit such as province or district), based on proxy indicators of additionality, can 
further refine geographic targeting guidance and provide estimates of the populations that may 
be targeted for future food aid programs.  While geographic targeting may not always be the 
most preferred or appropriate targeting criteria, in most cases it will be the easiest and least 
costly to administer and, of course, can be followed by application of other administrative or self-
targeting criteria.80 

In the case of a distribution modality such as PM2A, which targets households with pregnant 
and lactating women and children under two years old for preventive nutritional 
supplementation, regardless of household wealth or food deficit, initial geographic targeting is 
critical as it represents the key program parameter to avoid potential Bellmon concerns.  
Effective targeting of a PM2A program, from a Bellmon perspective, therefore involves further 
refinement of initial geographic targeting based on estimated household food deficits on a 
relative basis, followed by targeting households based on PM2A program eligibility (i.e. all 
children 6-23 months and all pregnant/lactating women). 

See Annex B for a description of possible proxy indicators of additionality. 

Step 5 - If Possible, Assess Potential Beneficiary Coverage Using Country Budgetary 
Guidance 

If applicable, when likely program dimensions are available (such as program budget and 
proposed ration), the analysis will assess the absorptive capacity of potential target districts.  
This assessment will be based on comparing the number of potentially-eligible food insecure 
households with the estimated number of rations available for distribution under the given 
program.   

For modalities with fairly standard rations in terms of both size and composition (e.g., Food For 
Work/Assets or Food For Education), BEST will provide basic cost comparisons of ration by 
modality, which will provide some guidance as to total beneficiary coverage possible, and 
therefore total volume of distributed commodities possible given budget constraints.   

For modalities with (at present) less-standard rations in terms of both size and composition 
(e.g., PM2A), BEST will base ration scenarios on guidance from FFP/FANTA and review of 
current Awardee MCHN experience, if applicable.  Likely parameters of a PM2A program 

                                                
80 

Hoddinott, John. 1999.  “Targeting: Principles and Practice,” IFPRI Technical Guidance No 9, Washington, DC: International Food 
Policy Research Institute, accessible via http://www.ifpri.org/sites/default/files/publications/tg09.pdf

http://www.ifpri.org/sites/default/files/publications/tg09.pdf
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(including ration size and composition) will be used to estimate the number of household rations 
available under various levels of funding.   

For PM2A, BEST will use the most current and reliable demographic data to estimate the 
number of households with either a pregnant or lactating mother or a child under two.  Based on 
these figures, BEST will estimate the number of households who are both PM2A-eligible and for 
whom PM2A rations would most represent additional consumption (using the proxy indicators(s) 
of additionality), to estimate the number of households that could be targeted for year-round 
individual and household rations within each district without introducing Bellmon concerns.  

BEST will then rank sub-national administrative units according to those in which PM2A rations 
would: 

1. Most likely represent additional consumption, and therefore be unlikely to pose any 
negative Bellmon impact;  

2. Address the highest rates of malnutrition at the district level; and  

3. Target the largest total number of PM2A-eligible households, an important efficiency 
consideration when implementing an integrated development program.  

Step 6 - Review Food Security Assessments and Livelihoods Reports to Inform Sub-
National Analysis 

Descriptive analyses of the ways in which households secure their livelihoods, and their varying 
degrees of vulnerability to external shocks, provide critical context to a discussion of potential 
household responses to the receipt of food aid. 

Assessed Food Insecurity.  Whenever possible, BEST will list the relative ranking of 
administrative units’ levels of food insecurity (e.g., high, medium, low) for each target area.  
The ranking may be based on measures of poverty (for example, from available 
Demographic Health Survey (DHS), poverty mapping, and/or census data) and the 
prevalence of stunting in children under five.  Such a ranking would provide a measure of 
both food access and utilization.  This assessment will be derived from the Food Security 
Country Framework whenever available. 

The data available to assess food insecurity levels will vary from country to country, 
depending on the types of surveys and assessments conducted within a relevant time 
period.  The BEST team, including all consultants, will undertake careful review of all 
alternative sources of food security assessments to determine the best available data for 
the distribution analysis. 

Livelihoods.  Based on a review of all available livelihood assessments and consultation 
with relevant experts in the field, BEST will provide an overview of livelihoods including key 
characteristics of food insecure households within each target area such as sources of 
food, sources of income, and possible impediments to utilization (for example, a high 
prevalence of diarrheal disease within the district which prevents proper absorption of 
nutrients).   
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Key Vulnerable Populations. Whenever possible, key vulnerable populations will be 
identified and latest available population figures will be provided. 

Step 7 - Report On-Going Food Aid and Cash Transfer Programs 

To properly assess the expected level of ‘additionality’ with the introduction of a new food aid 
program, BEST must first account for all pre-existing programs which affect households’ cash 
and food receipts including in-kind and/or cash transfers households receive through a variety of 
government and non-governmental sources, which contribute to households’ current level of 
food insecurity.  Both the amount of in-kind aid and the timing of distribution must be considered 
to properly account for the volume of food deficits throughout the year.  Whenever possible, 
BEST will report:  

· NGO or government agency 

· Location 

· Modality 

· Expected duration of activity 

· Ration (size, composition, kcals)  

· Planned and actual beneficiary coverage 

Combined with food insecurity measures and estimated district-specific nutrition gap (or other 
proxy indicators of additionality), this overview of existing food aid and cash transfer programs 
will provide relevant USAID decision makers a more accurate measure of the ‘food gap’ a 
proposed food aid distribution program should fill.  This overview will allow both a spatial and 
temporal assessment of a potential food aid disincentive effect. 

Step 8 – Review All Available Baseline Market Analyses 

Whether a donor provides food aid rations to food insecure households across the breadth of a 
country or only in a localized area, the donor must have an understanding of the current 
functioning of agricultural markets critical for food security, as those are the markets most likely 
to be impacted by the introduction of food aid.      

When attempting to assess the potential impact of food aid in a localized area (whether 
distributed in kind, in cash, or through subsidized food sales), it is especially important to 
understand (1) the functioning of local markets and (2) how well-integrated local markets are 
with markets outside of the food aid intervention area, and therefore how any changes in food 
prices might be transmitted to other markets. 

A unique challenge in attempting to assess the impact of food aid on markets and incentives in 
many LIFDC countries arises due to the lack of available high-quality and disaggregated 
baseline market information.  Markets and market players have often been impacted by a series 
of complex changes; these changes reduce the utility of any but the most recent thorough 
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market assessments.  Production and market data is often scarce and of very poor quality, 
and/or is tainted by concerns about politicization of the data.  That said, while market analysis is 
often thought of as a highly quantitative exercise, much can be gained from a descriptive 
analysis of the structure, conduct, and performance of markets.  Analysis using a SCP 
framework can be well-suited to low-cost rapid appraisal techniques, such as those used in 
BEST market analyses. 

Step 9 - Determine Key Commodities Markets and Set of Physical Markets for Field Visit 

Without an understanding of how markets are currently functioning, it is not possible to provide 
guidance on the type, form, timing, or geographic targeting of food aid that is not likely to 
negatively impact markets or producer incentives.  To address this initial gap in knowledge, the 
study team may be required to undertake a baseline Market Analysis, using a Rapid 
Assessment Tool, (see Annex A) to assess the current state of agricultural markets as of the 
study date.  The baseline will be accomplished through a combination of desk study, key 
informant interviews, and intensive field work.   

The choice of commodity markets for assessment will be determined by the food aid 
commodities typically distributed in-country, commodity markets likely impacted by such 
distribution, and any commodities critical for food security whose prices may be impacted by a 
sudden increase in the supply of food in food insecure areas.  These commodities markets will 
generally involve the major cereal markets (e.g., wheat, maize, small grains), major pulses, 
edible oils, and livestock markets. 

The choice of physical markets to include in the field visit will likely include those major 
markets currently monitored by, for example, FEWS NET, WFP, and/or recipient country 
Ministries or Central Statistics Office, along with a host of other markets throughout the country 
which are critical for food security.  The BEST team will consult with the USAID and FFP 
missions to develop the field visit itinerary, and incorporate any specific Mission objectives.  For 
example, the Mission and/or the BEST team may deem local markets in remote food insecure 
areas not covered by regular monitoring appropriate to cover during the field visit.  

To maximize coverage of the broadest cross-section of markets possible, the study team will 
typically split into separate teams.  Teams will employ a Rapid Assessment Tool (see Annex A) 
and use a Structure-Conduct-Performance (S-C-P) Framework as a lens through which to 
investigate the state of markets across the country.  Team members will conduct interviews with 
subsistence farmers, small-scale and large-scale producers, traders, small and large processors 
and millers, wholesalers, and retailers.  In geographic areas where food aid interventions are 
currently taking place, team members will also interview a sample of beneficiaries and non-
beneficiaries of food aid. 
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Commodity markets and physical markets will be assessed using Structure-Conduct-
Performance (S-C-P) model, as adapted by FEWS NET from Industrial Organization Theory81 
to the realities of markets in developing countries.82 

According to traditional neo-classical economic theory, a market is “performing” if an increase in 
demand or a decrease in supply results in a new equilibrium characterized by a higher price 
which clears the market by equating quantity supplied and quantity demanded.  This definition 
of market performance is insufficient from a food security perspective because a price increase 
which substantially diminishes the purchasing power of households, though an equilibrium, has 
undesirable social outcomes which threaten food security.  For this reason, we turn to the S-C-P 
concept of market performance.    

Within the S-C-P framework, markets are said to perform well if they achieve socially-desirable 
goals such as availability of a sufficient quantity, diversity, and quality of goods to satisfy 
demand at prices which are “fair” to traders, producers, and consumers.  Fair prices ensure 
reasonable margins to traders, enabling them to continue engagement in that market.  Fair 
prices to consumers assure that a cross-section of the population is able to access goods via 
the market.  Short and long-term price stability, as well as market efficiency, are indicators of 
market performance.  Market performance is derived from basic conditions, market 
structure, and market conduct.   

Basic conditions broadly describe basic traits of the country and economy, including seasons 
and seasonality, infrastructure, consumption characteristics such as elasticities83 and income 
distribution, stability, government policies, and incentives for producers and traders.  

Basic conditions set the parameters for market structure, which comprises the relatively stable 
features that influence the behavior of market participants.  Features of market structure include 
the number and concentration of buyers and sellers, barriers to entry and exit, vertical and 
horizontal coordination, and licensing requirements.        

In conjunction, basic conditions and market structure influence market conduct, or the behavior 
of market actors.  Price setting behavior, buying and selling practices, informal norms of trade, 
and information use are all aspects of market conduct. 

As part of the market analysis, BEST will perform an assessment of the level of market 
integration.  Where markets are well-integrated, price changes due to supply and demand 
shocks in one market are more easily transmitted to other markets.  By dissipating the price 
                                                
81  

See Bain (1959).
82 

Readers interested in more details about a Structure-Conduct-Performance framework for analysis in the context of food security 
in developing countries, please see FEWS NET (2008b).
83 

Elasticities are a common way to describe the responsiveness of demand or supply to changes in prices or income.  For example, 
the price elasticity of demand describes the percentage change in quantity demanded resulting from a percentage change in the 
price of a good, while the price elasticity of supply describes the percentage change in quantity supplied resulting from a percentage 
change in the price of a good.  The income elasticity of demand describes the percentage change in quantity demanded in response 
to a percentage change in income.  Importantly, price and income elasticities are very rarely available, and extremely difficult to 
collect.  Elasticities are mentioned here solely for the purpose of tying these important concepts of supply and demand price 
responsiveness from economic theory to the qualitative indicators often relied upon in practice. For more details, please see Annex I 
and FEWS NET (2008b).
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effects, such shocks will have less of an impact on any one local market.  Any effect of 
temporarily increasing the local food supply through localized food aid distribution will therefore 
be dampened wherever markets are well-integrated.  Conversely, where markets are poorly 
integrated, prices are likely to decrease more significantly when food supply is increased with 
the addition of distributed food aid.  Where time-series of market prices for key commodities 
relevant for food security are available or obtainable, BEST will assess the level of market 
integration through analysis of covariance of prices over time and across markets.  These data 
are generally, though not always, available by request to WFP and/or FEWS NET within the 
study country. 

Step 10 - Field Visit 

The BEST field visit will involve filling in data gaps, triangulation of secondary data, and 
discussions with all key stakeholders to ensure an accurate and thorough analysis.  Upon 
arrival, the BEST team shall first meet with USAID/FFP Mission personnel to come to a 
common understanding of the purpose of the assignment and outline the activity timetable.  

Following the meeting with the mission, the BEST team will seek insights, data, studies, and 
reports through meetings with key government ministries, aid and development project offices, 
assessment committees and networks such as FEWS NET, United Nations offices (WFP/VAM 
and FAO), universities, and others.  Insights into future initiatives that may impact food security 
in potential Title II intervention areas (e.g., a World Bank, Millennium Challenge Corporation, or 
other donor’s planned program affecting agriculture) are more likely to be gained through these 
meetings than through desk review prior to the field visit. 

In-depth meetings with the private sector—producer/farmer groups and associations, traders 
and other middlemen, processors, importers and exporters, and shippers—will be critical.  
Formal and informal intelligence gathered through these meetings will be key to understanding 
the latest market dynamics and future trends.  Discussion with producers, processors, and 
traders84 will provide an understanding of the factors affecting demand and supply of 
commodities with which a distributed commodity would likely compete.  The overarching goal of 
such meetings in regards to the BEST analysis is to gain an understanding of the price 
responsiveness of supply and demand of select commodities, constraints to expansion, and 
inter-temporal arbitrage practices of traders that may be impacted by a supply increase via 
distributed food aid. 

Travel to current and/or potential sites for Title II program implementation is an integral part of 
assessing potential impact of distributed food aid.  Assessing conditions ‘on the ground’ allows a 
detailed contextual knowledge of demand and supply dynamics affecting local markets.  It is 
generally not possible to gain such knowledge through desk review and, therefore, travel to the 
specific sites in the study country will be an essential component of every BEST study.  In 
addition to meeting with current and potential Title II Awardees, informal discussions with 
current or potential beneficiaries can offer insights into the appropriateness of specific Title II 
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When combined with a monetization analysis, discussions with traders and potential buyers will also involve assessing their 
interest and ability to purchase commodities in various quantities.
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commodities for distribution, including palatability, ease of preparation, and price and quality 
factors relevant to demand responsiveness. 

The BEST study is not intended to evaluate current food aid programming, but may nonetheless 
make observations during field visits which can be instructive for future food aid programming.  
BEST will report general observations about current food aid distributions and any challenges to 
improving targeting effectiveness reported by current Awardees. 

Inspection of a sample of storage facilities in current use is required to assess the adequacy 
and cleanliness of storage facilities for distributed food aid.  During inspections, the average 
storage time and frequency of fumigation will be noted. 

In all cases, the visit should be completed with a private and candid briefing to relevant Mission 
personnel. 

Step 10 – Report Production  

BEST will report results according to the agreed-upon report outline as detailed in the country 
study SOW.  BEST team members should anticipate submission of an initial draft within 
approximately 4-6 weeks after conclusion of the field visit.  FFP/W and the Mission will generally 
reply with comments, questions, and requests for clarification within 2-3 weeks of receipt of the 
initial draft.  A final 508-compliant report must be submitted to FFP/W generally within 2-3 
weeks of receipt of all FFP/W and Mission comments.  
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ANNEX A 
BEST RAPID ASSESSMENT TOOL 

PRODUCERS 

(If possible, speak with both small-scale and larger-scale producers.)  

Agricultural 
When did you settle? 
How many acres (ha) do you have access to? 
How many acres (ha) do you cultivate? 
How many acres of maize?  Wheat?  Other grains (if appropriate)? 
What other crops do you grow? 
Which crops are you increasing?  Which are you decreasing?  Why? 
How do you decide how many acres (ha) to devote to maize/wheat/small grains? 
Are seeds and fertilizers available?  Are they accessible?  How much did you use/plan to use 

this year and how much did/will it cost? 
What does your household need cash for? 
How do you raise this cash? 
How much maize/wheat/other grains did you produce for selling from the last harvest?  How this 

did compare to other years? 
How many months of household stocks do you currently have? 
Who do you sell your maize/wheat/other grains/other crops to?  Where do you go to sell?  How 

do you get there, and how much does it cost?  
What price do you receive when a trader comes to your farm to buy?  When you travel to the 

market? 
Are prices based on grades and standards?  What are the prices for different grades? 
Do you contract with any companies?  IF YES: 

What company and for what commodity?  
What do you receive and what do you give?  
Are there problems with contract enforcement?  

Are you a member of a farmer’s cooperative?  If so, what are the terms of membership and 
benefits? 

Do you ever sell on credit?  If yes, to whom do you provide credit and on what terms? 
Do you ever buy inputs on credit?  If yes, where do you receive this credit from? 
Livestock 
What is the size of your herd? 
Have you utilized dipping services this year? 
What are the current range conditions?  Water conditions? 
How many heads (large/small) did you sell last year?  This year?  
Food Aid 
Do you receive food aid?  If so, how much?  Do you know why you were chosen? 
What is your household eating?  How many meals a day are you taking? 
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If you don’t have maize/wheat/other grains, what do you eat?  How do you obtain this substitute 
food? 
Does the community believe that the distribution reaches the people who need it most?  Do 
you? 

Do you ever sell/exchange food aid on the market for something you need more than food aid?  

If there was no food aid, how would your farm change?  More land cultivated?  More staple 
crops? 

 
 

TRADERS 

(If possible, speak with small, medium, and large-scale traders.) 

Background 
What are the main agricultural commodities traded on this market? 
What are the main cereals traded in this market? 
When are grains/pulses plenty?  What are the [standard unit, e.g., 1kg or 20kg] prices after 

harvest? 
When are grains/pulses in short supply?  What are the [standard unit] prices in the lean 

season? 
What commodity do you trade, and how long have you been trading? 

Structure 
How many other traders are selling similar goods in this location? 
Who are the big traders in grains/pulses/oils/livestock, and how what volumes do they transact?    
Who are the market authorities, and what role do they play in the market? 
Where do you get your grains/pulses/oils/livestock from?  How far away is the source?   
How many bags/liters/heads do you buy at a time?  How often do you buy?  Who do you buy 

from?  How much does it cost to transport? 
What is the condition of the roads between your source and destination markets?  What are 

your transportation options? 
Where do you store your goods?  Where do big traders store their goods?  What are the costs 

of storage? 

Conduct 
How do you know where to go to get low cost stock? 
If the cost in your source market increases, what do you do? 
What prevents more traders from entering into this market? 
Does anything prevent traders from dropping out of this market? 
How do you determine the price? 
Do you ever buy on credit?  If yes, from whom and on what terms? 
Do you ever extend credit to buyers?  If yes, to whom and on what terms? 



 Prepared by Fintrac Inc. 

 

 BEST ANALYSIS – ETHIOPIA                                         DISTRIBUTION METHODOLOGY   79 

Do your buyers want high quality or low prices?  Why? 

Performance 
Costs: transport, loading/offloading, market fees, license fees, taxes, electricity, rent,… 
How much profit can you find in [standard unit]? 
What risks do traders have in grain/pulse/oil/livestock trade? 
What prevents you from doubling the volume of your business? 

Food Aid 
If households had more purchasing power, could you increase your stocks?  How long would it 
take to organize?  
Do households ever sell or trade food aid?  If so, which commodities do they sell/trade and for 
how much? 
How does food aid affect your business?  

 
 

WHOLESALERS / RETAILERS 

If possible, speak with several wholesalers and retailers in each urban area 

What percentage of this market (local or regional) does your company supply?  
How many other wholesalers / retailers of are there in this market?  (if known, name them) 
Where is the major source of commodity X (local, regional, import)?  
Do you prefer to stock local or imported product?  Why?  Higher marketing margins?  Less 
competition?  Niche market? 
What are current barriers to expansion of business?  Access to credit?  Lack of effective 
demand? Transportation costs that restrict possible geographic coverage?  
In your opinion, has your business been affected by the food aid distribution program conducted 
in this area?  If so, has it increased or decreased?  

 
 

LOCAL MARKET SPOT CHECKS 

Observe whether there are any food aid commodities for sale.  Title II?  WFP?   

If you suspect the food aid is Title II, copy down lot number from the back of can, or bottom of 
milled bag between the bottom seam and USAID label.85   

Ask for basic information from traders and wholesales in the local markets, including: 

                                                
85 

The lot number will tell you (1) something about market integration because you can trace back to origin and; (2) something about 
modality (if came from a MCJH, VGF, FFW etc) beneficiary, which can signal that you should investigate possible causes of 
inclusion errors associated with that specific intervention to see if it sheds light on necessary adjustments in targeting.
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1) Normal prices 
2) Consumers' preferences for different commodities, and grades of commodities 
3) Do they notice any impact on their business from food aid distributions? 

 

NGOs DISTRIBUTING FOOD AID 

What is targeting criteria (geographic targeting, household targeting, food delivery 
mechanisms)? 
Do you have the capacity to implement and enforce the selection criteria?  
Do you think households understand the targeting criteria? 
Do you have any ‘lessons learned’ from your own past programs or other NGOs’ programs? 
What are the greatest constraints to improving targeting? 
If there is one thing you could change about the targeting process, what would it be? 
How appropriate is the food aid program in terms of commodity type, ration size, delivery 
schedule, and venue? 
Is the distributed food likely to be an “inferior good,” one consumed in disproportionately greater 
quantities by the poor?  
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Annex B 
Description of Proxy Indicators of Additionality 

Among the possible proxy indicators of additionality are food consumption scores (or some 
other measure of actual consumption), a composite indicator of food security (such as through 
food security and vulnerability assessments), sources and levels of income (particularly extreme 
poverty), malnutrition rates, an estimated nutrition gap, or some combination of these indicators.  
Proxy indicators are typically available at the first administrative unit (e.g., province or district) 
and provide a gross measure of the relative additionality across sub-national administrative 
units.  Thus, the proxy indicators can provide guidance on initial geographic targeting and 
volume of commodities that might be appropriate for distribution.   

Nutrition or Food Gap 

A nutrition or food gap estimate provides a measure of the difference between available food 
(proxied by domestic food production) and the amount of food needed to support a specific per 
capita daily nutritional standard (generally 2100 kcal per person per day, although FAO 
estimates have been revised and are now country-specific).  If estimated on a more localized 
level (i.e., at the level closer to the communities in which a cooperating sponsor would 
implement a distributed food aid program), a nutrition or food gap can provide a very useful 
measure of that volume of food which is not currently supplied by local production and/or 
markets, and which would represent an appropriate volume under a proposed Title II non-
emergency food aid distribution program to assure minimal to no disincentive effect.  In order to 
estimate a sub-national food or nutrition gap, it is necessary to collect data on population, 
production and trade flows within relevant catchment areas.  Collection of trade flow data at a 
sub-national level is an extremely time-consuming and expensive undertaking and outside the 
present BEST scope of work.  For the purposes of the distribution analysis, one or more proxy 
indicators of ‘additionality’ are used to characterize the relative food or nutrition gap at the sub-
national level. 

One source of estimated food deficits is FAO’s new “depth of hunger” estimates, which provide 
national averages for the estimated food deficit of undernourished populations in countries 
across the globe.  These figures provide a useful national benchmark which can be used prior to 
conducting formative research in proposed target communities to determine in more precise 
detail the average household deficits of beneficiary households.  While the BEST report may 
make use of these figures to develop an illustrative household ration under PM2A, for example, 
the analysis will nevertheless maintain the use of proxy indicators of ‘additionality’ to 
characterize the relative food or nutrition gap at the sub-national level in order to provide initial 
geographic targeting guidance. 
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Food Consumption Scores / Composite Indicators of Food Security 

A Food Consumption Score86 (FCS) is collected via household surveys, and is generally based 
on a 7-day recall of food consumption.  The weighted score reflects both dietary diversity and 
frequency of consumption of food items.  Depending on whether the survey is implemented 
during a typical harvest or typical lean season will affect the validity of the FCS as a measure of 
average household food consumption.  If, for example, the survey which derives the FCS is 
conducted during a favorable harvest period, households identified as food insecure using “poor 
FCS” as an indicator may reasonably be considered as chronically food insecure, since these 
households consumed very poor diets in favorable harvest periods." 

FCS is not a quantitative measure of a nutrition gap, and cannot be compared with the ration 
under the proposed food aid program to determine the extent to which the program fills (or 
potentially overfills) the ‘nutrition gap.'  However, a FCS does provide a snapshot of both the 
frequency and diversity of household staple consumption and is therefore a reasonable proxy 
indicator of the availability and access dimensions of food security and, to a lesser extent, the 
utilization dimension. 87    

Composite indicators of food security, which encompass measures of both food consumption 
and food access, may be available instead of or in addition to a food consumption score.  The 
food access measure provides an indicator of a household’s ability to produce or purchase 
food.88 

Extreme Poverty 

Extreme poverty is an indicator of a household’s inability to meet its basic nutritional 
requirements.  Households living under conditions of “food poverty” lack enough income to 
purchase foods necessary to meet the energy and nutrient needs of all of their members, which 
is an indicator of poor access to food.  Depending on intra-household distribution of food, it is 
typically assumed that at least one member of a food-poor household is always hungry, and 
potentially all members are hungry.89   

Extreme poverty is not a quantitative measure of a nutrition gap, and cannot be compared with 
the ration under the proposed food aid program to determine the extent to which the program 
                                                
86 

For details on the calculation, use and validity of food consumption scores and other measures of dietary diversity in food security 
analysis, please see (1) WFP’s “Technical Guidance Sheet - Food Consumption Analysis: Calculation and Use of the Food 
Consumption Score in Food Security Analysis”, accessible via 
http://documents.wfp.org/stellent/groups/public/documents/manual_guide_proced/wfp197216.pdf;  (2) Wiesmann, Doris. June 2009. 
“Validation of the World Food Programme’s Food Consumption Score and Alternative Indicators of Household Food Security,” IFPRI 
Discussion Paper 870, Washington DC; and (3) Hoddinott, John and Yisehac Yohannes. 2002. “Dietary Diversity as a Food Security 
Indicator,” IFPRI Discussion Paper 136, Washington DC: IFPRI. 
87 

The recent BEST analysis for Burundi’s FY09-14 PM2A initiative relied on Food Consumption scores as reported in the 2008 
CFSVA.  As reported in Wiesmann (2009) (see footnote 2 above), the FCS in Burundi was found to be well correlated with food 
security status. 
88 

 The recent BEST analysis for Liberia relied upon the “food insecure” and “highly vulnerable” categories of food insecurity as 
defined in Liberia’s 2006 Comprehensive Food Security and Nutrition Survey. This composite indicator of food consumption and 
food access was the best available indicator of the relative absorptive capacity of food aid on a county-level basis for Liberia.
89 

DeRose, Laurie, Ellen Messer and Sara Millman.  1998.  Who's hungry? And how do we know? Food shortage, poverty, and 
deprivation. United Nations University Press.  

http://documents.wfp.org/stellent/groups/public/documents/manual_guide_proced/wfp197216.pdf
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fills (or potentially overfills) the ‘nutrition gap.' is not a quantitative measure of any nutrition gap, 
which could then be compared with the ration under the proposed food aid program to 
determine by how much the ‘nutrition gap’ might be filled (or potentially overfilled) under the 
program.  However, poverty is the best indicator of the access dimension of food security.  

Though extreme poverty is not a quantitative measure of any nutrition gap, which could then be 
compared with the ration under the proposed food aid program to determine by how much the 
‘nutrition gap’ might be filled (or potentially overfilled) under the program, extreme poverty is an 
indicator of a household’s inability to meet its basic nutritional requirements; therefore, 
households living in extreme poverty can reasonably be considered households for whom food 
aid would likely represent additional consumption.   

Prevalence of Malnutrition in Children 

Chronic malnutrition (stunting, or low height-for-age) in children under five is an additional 
potential indicator of chronic food deficits.  Malnutrition rates may reflect either inadequate 
intake, malabsorption due to infectious disease, or some combination of both. To the extent 
malnutrition rates reflect disease prevalence more than inadequate intake; any conclusions 
about food deficits drawn from malnutrition rates will be an inaccuratereflection of household 
food deficits.  To the extent the prevalence of stunting reflects poor availability and/or poor 
access, such prevalence rates can appropriately inform geographic targeting from a Bellmon 
perspective. 

Where a high percentage of households report both poor food consumption and poor food 
access, and surveys show high rates of chronic malnutrition in children under five, poor 
nutritional outcomes will likely be more responsive to food aid intended as supplemental 
nutrition.  By geographically targeting areas where these indicators coincide, a PM2A program 
will help ensure that any given PM2A beneficiary household will more than likely increase 
overall household food consumption, and therefore represent additional consumption, relative to 
households in other geographic areas with lower rates of poverty and chronic malnutrition. 

The most recent and reliable source of reliable district-level malnutrition rates is often 
available from Demographic and Health Surveys.   
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Annex X.  Contact List 

Name Organization Title Location Telephone 1 Email 
Abby Maxman CARE CD Addis 11-618-3294 amaxman@care.org 
Abdulkaear Hashi 
Elmi Maan Soor Hotel Owner 

Hargesia, 
Somaliland 4410293 abdulkaderelmi@hotmail.com

Addis Abetu 
Qo-har Cooperative Union and local 
farmer Qohar 

Addis Alemtaye MAERSK LINE Sales Manager 
Addis Ababa, 
Ethiopia (251) 11-5547655 ethalmng@maersk.com

Addisu Damtic EGTE Regional GM Bahir Dar 0918-70-51-27 
Adefris H. Michael Brothers Flour and Biscuit Factory Manager Nazret 
Adrian Cullis SC-US Pastoralist Unit Addis 0911-223-476 acullis@savechildren.org.et 
Ahmed Osman 
Guelleh Inchcape Shipping Services Managing Director Djibouti, Djibouti (253)353844 Ahmed.guelleh@iss-shipping.com
Anissa Ali Port of Djibouti Public relations & Communications Manager Djibouti, Djibouti (253)327648 (dir line) Anissa.ali@dpworld.com
Ato Elias EPOSPEA Addis Ababa 0911 223619 
Ato Haile SC=UK Dep. Office Dir. Sekota 0911-721-347 
Ato Makonnen Cereal Trader Assela 
Ato Mihretu SC-UK Office Dir. Sekota 0912-017-709 
Awill Mooussa 
Djama BCIMR Corporate Banking Manager Djibouti, Djibouti (253) 313322 Awill.moussa-djama@bcimr.dj
Aylwyn Bromhead Coffee Trader Addis 0913-540-235 aylwyn@hotmail.com 

Bacry Yusuf BACTEC General Manager 
Addis Ababa, 
Ethiopia (011) 551-6745 BACTAC@ethionet.et 

Baid Mekennonen Farmer/Investor Bure 0911-72-0958 

Belay Seyoum WFP GIS Officer 
Addis Ababa, 
Ethiopia 

(251) 011-551-5188 Ext. 
2524 Belay.seyoum@wfp.org

Belkacem Machne WFP Head of Logistics Djibouti, Djibouti (253) 353422 Belkacem.machane@wfp.org  

Ben Aschenaki ECX Strategy and Business Development Addis Ababa 011-554-7001 Bemnet.aschenaki@ecx.com.et  

Bena Musembi CARE COP-MYAP Addis 0911-237-582 bmusembi@care.org.et 
Berhane Hailu EGTE GM Addis 0911-254-406 egte@ethionet.et 
Berhane Hailu EGTE GM Addis Ababa 0911 254406 
Beshera Guder Agro-Industry General Manager Bahir Dar 0918-3400-52 
Bulbula Tulle Hawas Agribusiness Board Chairman Addis 0911-207-356 Hawas.agri@ethionet.et 
Byek Khetana Tschay Cooperative Union Manager Gonder 0918-72-30-08 
Capt. Clarence 
Rodrigues DP WORLD Terminal Manager 

Republic of 
Djibouti   (253) 31-7111 Clerance.rodriguea.wpworkd.com 

Capt. Pawan Datta General Transport Services Business Development Manager Djibouti, Djibouti (253) 353844 Pawan.Detta@iss-shipping.com
Carol Jenkins USAID Deputy Chief ALT Addis 0911-216-607 cjenkins@usaid.gov 

Damitew Demiss 
Ethiopian Revenues and Customs 
Authority Advisor to the Director General 

Addis Ababa, 
Ethiopia (251) 11-4667321 damtewdd@hoymail.com

Daniel Moore USAID Head BEAT Office Addis Ababa 11-55-107-13 dmoore@usaid.gov 

Daniel Zemicheal Freighters International (PABOMI) Ltd 
Addis Ababa, 
Ethiopia _251_ 11-551-4882 Pabomi@ethionet.et 

David Hay Smith USIAD East Africa POD/ Team Leader Office of Food for Peace Nairobi, Kenya (254)20-862-2851 dhaysmith@usiad.gov
David Hay-Smith USAID POD/Team Leader/FFP Nairobi 254-(0) 722-206-651 dhaysmith@usaid.gov 
Degesh Sheway Ootamayo Farmers Cooperative Union Manager Shashamene 0911-36-62-58 
Dejene Wolde CRS FS&ER Sr. Officer Addis 0911-810-842 dwoldie@et.earo.crs.org 
Dereje Behashew Adama Taiem Oil (Producer) Manager Nazret 
Djama Omar Said OMAAR International VO. Chairman Djibouti, Djibouti (253)351988/ 357562 dos@omnico.com
Dr. Robert Chase World Bank Safety Nets Director Addis 0910-902-793 rchase@worldbank.org 

mailto:abdulkaderelmi@hotmail.com
mailto:ethalmng@maersk.com
mailto:Ahmed.guelleh@iss-shipping.com
mailto:Anissa.ali@dpworld.com
mailto:Awill.moussa-djama@bcimr.dj
mailto:Belay.seyoum@wfp.org
mailto:Belkacem.machane@wfp.org
mailto:Bemnet.aschenaki@ecx.com.et
mailto:Pawan.Detta@iss-shipping.com
mailto:damtewdd@hoymail.com
mailto:dmoore@usaid.gov
mailto:dhaysmith@usiad.gov
mailto:dos@omnico.com
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Name Organization Title Location Telephone 1 Email
Dr. Tuli Mushingi US Embassy Charge Addis 11-517-4202 mushingits@state.gov 
Dr. Yirgalem 
Gebremeskel USAID BEAT/Livestock and Dairy Addis 0911-405-254 ygebremeskel@usaid.gov 
Elias Geneti AgroProm Intl. Director Addis 0911-223-619 agroprom@ethionet.et 
Elliot Vhurumuku WFP VAM Addis Elliot.vhurumuku@wfp.org 
Enawjaw Admassu ORDA M&E Lalibela 
Eng. Ali Omer 
Mohamed Somaliland Port Authorities Berbera Port Manager 

Berbera, 
Somaliland 

(252)2- 740198/ 8 
252058 berberaport@gmail.com

Enrico Pausilli WFP P4P Coordinator Addis 0911508-503 enrico.pausilli@wfp.org 
Eyeu Said Rice processor Owner Woreta 0918-70-30-05 
Fathia Djama Omar OMMAR General Manager Djibouti, Djibouti (253) 351-988/ 357562 fathia@ominco.com
Fatima Saeed 
Ibrahim ODHA Country Director 

Hargesia, 
Somaliland (252) 2 4427793 Ibrahim_fatima@hotmail.com

Gashaw Belay SC-US Mgr. PSNP Addis 0911-169-719 gbelay@savechildren.org.et 
Gebremeskel 
Dessalegn Agridev Consult GM Addis 0911-203-168 agrideveth@ethionet.et 
Gerard Rebello WFP Deputy Head, Logistics Addis 0911-214-566 Gerard.rebello@wfp.org 
Getachew Ababe Grain Broker Shashamene 
Getachew Kalayu REST Head, Plan and Coord. Mekele 0914-707-412 rest@ethionet.et 
Girma Deressa Food for the Hungry Programs Addis 0911-676-324 gderessa@fh.org 
Guelle Osman 
Guelle Guelle Commodities Proxy holder 

Hargeysa, 
Somaliland (252) 2 523040 - 52432 Guelle.osman@ogfgroup.com 

Habon Abdouraham 
Aden Port of Djibouti Business Development Manager Djibouti, Djibouti (253) 353275 Honbone.abouraman@dpworld.com  

Hailu Ankiso PSNP/HHAB Case Team/MoARD Deputy Dir. Addis 
Ian Chesterman Fintrac DCOP Addis 11-372-0060 ichesterman@fintrac.com 

Jonathan R. Lewis MAERSK LINE Managing Director 
Addis Ababa, 
Ethiopia (251) 5547655 ethlintop@maersk.com

Joseph Mulupi 
Save the Children Somalia/Somaliland 
Proramme Manager, Alliance Cooperation in Emergencies Nairobi, Kenya (254) 20- 4444006 j.mulupi@scuk.or.ke

Kassahun Bekele ACCOS Ethiopia GM Addis Ababa 0911-212-117 makobu@ethionet.et
Kelemework Asfaw ORDA MYAP Coord. Lalibela     
Khalid Mustafa Dubai World Audit Manager Dubai, UAE (971)4-433-9100 Khalid.mustafa@dubaiworld.ae
Konjit Eshetu USAID ALT Addis 11-5510088 Keshetu@usaid.gov 
Lachew Yeanealen Grain Trader Bahir Dar 0918-766-589 
Lane Bunkers CRS CD Addis 0911-214-159 lbunkers@et.earo.crs.org 

Lane Bunkers OCRS Country Rep. 
Addis Ababa, 
Ethiopia (251) 11-278-8800 lbunkers@et.earo.crs.org

Lazzarre Poiter WTO Accession Plus Chief of Party 
Addis Ababa, 
Ethiopia (251) 11-515-9047 Lazarrep@ethiopiawto.org 

Lorraine Coulter FEG Researcher Addis/WDC 0913-355-818 lcoulter@feg-consulting.ocom 

Maisoun A. Badawi The World Bank Private Sector Development Specialist 
(249) 155155021/ 22/ 23 
Ext. 3027 mbadwari@worldback.org

Maria Nolan REST Program Director/AID Liaison Addis 011-551-4498 restpr@ethionet.et 
Midibwa Wubie Merkab Cooperative Union Lako 
Mohamed Ali 
Muhumed OMAAR INT. CO General Manager 

Hagesia, 
Somaliland (252) 2- 4421113 Mohamed.ali@omico.com

Mohamed Ismail 
Abdi Integrated Shipping Services Branch Manager 

Berbera, 
Somaliland (2522) 825- 2027 Iss.berbera@iss-shipping.com

Mohamed Jirde 
Goole Care International Somalia/South Sudan Program Support Coordinator Hargeisa Nairobi, Kenya 

(252) 2- 4428825 
(Hargisa) jirde@csss.care.org

Mohammed Edris Small oil processor Owner Gonder 0918-774-001 
Mossa Yibice EGTE Regional Manager Woreta 0918-74-11-52 
Mulungeta Tegegne Oil Millers and processors Association Director Addis Ababa 0912-424-11 
Nigist Biru FEWS CR Addis 0911-220-460 nbiru@fews.net 
Nouradin Youssouf DP WORLD Operation Manager Republic of (253)317020 youssouf@dpworld.com

mailto:berberaport@gmail.com
mailto:fathia@ominco.com
mailto:Ibrahim_fatima@hotmail.com
mailto:Honbone.abouraman@dpworld.com
mailto:ethlintop@maersk.com
mailto:j.mulupi@scuk.or.ke
mailto:makobu@ethionet.et
mailto:Khalid.mustafa@dubaiworld.ae
mailto:lbunkers@et.earo.crs.org
mailto:mbadwari@worldback.org
mailto:Mohamed.ali@omico.com
mailto:Iss.berbera@iss-shipping.com
mailto:jirde@csss.care.org
mailto:youssouf@dpworld.com
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