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DEFINITION of 'Rent-Seeking' “When a company, organization or individual uses their
resources to obtain an economic gain from others without reciprocating any benefits back to

society through wealth creation.”
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BREAKING DOWN 'Rent-Seeking' “An example of rent-seeking is when a company lobbies the
government for loan subsidies, grants or tariff protection. These activities don't create any benefit for
society, they just redistribute resources from the taxpayers to the special-interest group.
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Table 1. Investment Land under Federal Land Bank
Regions Land in Hectares
Ambhara 420,000 (not yet confirmed)
Afar 409,678
BeniShangul 691,984
Gambella 829,199
Oromia 1,057,866
SNNP 180,625
Total 3,589,678

Source: MOARD 2009c, 2010a; interviews with Oromia land environment bureau
http://www.landgovernance.org/system/files/Ethiopia_Rahmato_FSS_0.pdf.



So far there are no established and commonly accepted rules, procedures or guidelines for transfer of land to investors. At
present there are two major channels through which land is provided to investors: the Regions, and the federal government,
through MOARD. While the latter has drafted standard guidelines for land transfers, rent assessment and land use practices,
these have not yet been adopted by the Regions and are not common procedure (see MOARD 2009c,d,e).

The new guidelines increase the rates substantially, though it may not be considered high by standards of other countries.
The draft establishes a maximum of 26600r 2541Birr per hectare for irrigated or rain-fed land, respectively, located within a
100 km of Addis Ababa, and a minimum of 158 or 111 Birr for similar lands located more than 700 km away (MOARD
2009d).
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Table 2. Rent of Land in Selected Regions (Birr/ha/year)

Regions Maximum Rent Minimum Rent
Ambhara 79.37 14.21
BeniShangul | 25.00 15.00
Gambella 30.00 20.00
Oromia 135.00 70.00
SNNP 117.00 30.00
Tigrai 40.00 30.00

Source: Regional legislations (in Dessalegn 2009);findings from field interviews
http://www.landgovernance.org/system/files/Ethiopia_Rahmato_FSS_0.pdf.

e  These rental fees are ridiculously low by any standards, indeed one Indian investor who had just been given a
sizable chunk of land in the west of country called them “throw-away” fees. Many foreign investors who have
acquired land have been overjoyed by the rates as well as the generous financial incentives they are eligible for as
discuss earlier in this paper. So low are the fees —and this is even recognized by government authorities- that
investors are encouraged to request more land than they can possible manage, and many leave the land lie idle for
several years as a consequence. The rates are still in place despite the depreciation of the Birr against all major
currencies and despite growing inflation in the countryis. There have been suggestions from MOARD and others to
increase the rental fee, but many Regions have not yet made any firm decisions on the matter at present.
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Table Al. Partial List of Large-Scale Land Transfers in Ethiopia (except Gambella)
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Investor Foreign Land Size | Crops Location

Domestic | (Hectares)
Al Habesh Pakistan 28,000 | Sugar estate Wollega,Oro
Ambassel domestic 10,000 | Biofuel crops | Metekel,BS
B&D Food USA 18,000 | Sugar estate Awi,Amhara
Chadha Agro India 122,000 | Sugar, Biofuel | Oromia
Djibouti Gov’t Djibouti 3,000 | Food crops Bale,Oromia
Dubai World Dubai 5,000 | Tea lllubabor,Oromia
E.Africa Agric Domestic 6,500 | Food crops Pawe, BeniShangul
Emami Biotech India 80,000 | Biofuel crops | Oromia
Finote Selaam domestic 5,000 | Sesame Guba, BeniShangul
Flora EcoPower german 13,000 | Biofuel crops | E.Harage, Oro
Fri El Green Italy 30,000 | Biofuel crops | Omo Valley,SNNP
Global Energy Israel 10,000 | Biofuel crops | Wollaita, SNNP
IDC Invest Danish 15,000 | Biofuel crops | Assossa, BS
Kanan D Hills India 10,000 | Tea SNNP
Karuturi India 11,000 | Rice, Biofuel Bako, Oromia
P.Morrell USA 10,000 | Wheat Bale, Oromia
N.Bank Egypt Egypt 20,000 | Food Crops Afar
Omo Sheleko Domestic 5,500 | Cotton,palm SNNP
PetroPalm German 50,000 | Biofuel Rayitu, Bale,Oro
SHAMPORIJI India 50,000 | Biofule BeniShangul
Spentex India 25,000 | Cotton BeniShangul
Sun Biofuels UK 5,000 | Biofule Wollaita,SNNP
Sun Bio(NBC)UK 80,000 | Biofule Metekel,B.S
Sunrise Indust India 15,000 | Food Oromia
Tomaisin Israel 10,000 | Food crops Oromia
Vatic India 20,000 | Biofule Borena,Oromia
United Farm Bus Domestic 3,000 | Food Crops Bako,Oromia
Yehudi Hayun Israel 10,000 | Biofuel Oromia

657,000

Source: findings from field visits, MOARD,MELCA Mahiber 2008 local press reports.

Note: Large-scale means 2000 hectares or more

http://www.landgovernance.org/system/files/Ethiopia_Rahmato_FSS_0.pdf.

As noted earlier, MOARD and the Regional Investment Commissions are responsible for signing contracts with investors.
The contract documents are simple and do not demand heavy obligations on the part of investment projects. On the contrary,
investors are free to choose what crops to grow and where to market what they have grown, without any interference from
their hosts. They are not obliged to supply the local or national market, indeed, they are strongly encouraged to export most
or all of their products, as we saw earlier. There are no provisions in the contracts aimed at meeting the food security needs
of the country. Moreover, project managers have no contractual obligations to provide social services to the communities
concerned or invest in basic infrastructure, on the contrary, in a number of instances it is the government that constructs
some of the infrastructure such as roads and irrigations schemes used by the projects. One common item found in almost all
contracts is the obligation of projects to plant native tree species covering at least two percent of project land, but this will be
of limited benefit since more trees and vegetation will be destroyed by the projects during land clearance.

e  The environmental impact assessment conducted by the projects as part of their successful acquisition of land is
also meant to ascertain that land management practices employed by them do not damage the environment and the
land. However, the clearing of woody and herbaceous vegetation that projects are undertaking at present, and the
resultant loss of vegetation cover is exposing lands in several Regions to serious erosion and land degradation, and
depriving local populations of valuable natural resources.
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Table A2. Large-Scale Land Transfers in Gambella*

Investor Foreign/Domestic Land Size | Major Crops | Location

(in Hectares)
Alehilegn Worku Domestic 2,000 | Cotton, sesame | Abobo woreda
Bazel Domestic 10,000 | Cotton, sesame | Abobo woreda
BHO** Indian 27,000 | Rice, sesame Itang woreda
Fiker PLC Domestic 2,000 | Cotton, sesame | Abobo woreda
Hussen Abera Domestic 2,000 | sesame Abobo woreda
Karuturi Indian 300,000 | Rice, palmoil | Itang & Jikaw woreda
Lucky Exports Indian 5,000 | Tea Godere woreda
Muluken Azene Domestic 2,000 | Cotton, sesame | Abobo woreda
Ruchi Soya** Indian 25,000 | Soya,Palmoil | Goge woreda
Sannati Agro Indian 10,000 | Rice,Pulses Dimi woreda
Saudi Star Saudi Arabia 139,000 | Rice,soya Abobo,Goge,Jore woredas
Solomon Kebede Domestc 3,000 | Cotton, sesame | Abobo woreda
Tewodros Abraham | Domestc 3,000 | sesame Gambella Zuria
Yemane G/Mesk Domestc 3,000 | Sesame,Maize | Gambella Zuria
Yetimgeta Mamo Domestc 2,000 | Sesame, Maize | Itang Woreda

535,000

Source: Gambella Investment Commission, MOARD(Ministry of Agriculture and Rural Development), local press reports
NOTE: *Large-Scale means 2000 hectares or more

Lease period: ** = 30 years; all others 50 years.

Total large-scale land transferred, 535,000 hectares.

657,000+535,000=1,192,000 hectares land transferred to foreign and domestic investers in Ethiopia

Sheikh Mohammed Al-Amoudi- Saudi Star

e  According to recent reports in the local media, Saudi Star, a company with a strong Saudi interest, and which
acquired 10,000 hectares of land in Gambella in 2008, was recently given permission by MOARD to add another
129,000 hectares to its project in the same Region to grow rice for export to Saudi Arabia and other countries in
the Gulfie. The company is in fact seeking a total of 500,000 hectares with 300,000 in Gambella and the rest in
Beni Shangul and Oromia Regions. The aim of the company to is to get sufficient land to produce one million tons
of rice annually for export, and to earn one billion dollars in exports yearlyzo.

e  Sheikh Mohammed Al-Amoudi, one of the richest men in the Middle East, controls, through his numerous group of
companies established in Ethiopia, extensive agricultural land in various Regions. These lands include a large tea estate,
over seven large ranches for raising livestock and processing dairy and poultry products both for the home and export
market, and extensive possessions for growing food crops. His newly established mult-purpose firm, Horizon-Ethiopia
Investments, has submitted a request for 100,000 hectares of land in Gambella to grow palm oil and other biofuel crops,
and has recently acquired 85,000 hectares of land in Bench Majji Zone in SNNP to establish a rubber plantation.

e Three of which (Akobo, Baro and Gilo) feed into the Sobat River in the Sudan which forms an important tributary
of the White Nile. The fourth river, Alwero, has a dam built over it and provides irrigation water for Saudi Star, the
second largest investor in the Region.( The establishment of the Saudi Star investment project which was given
rights to use the Alwero river and its dam built during the Derg.)

e  There was no job security nor any program of training or upgrading provided. Wage rates were low, ranging from
17 to 23 Birr per day. According to interviews we had with a senior manager of Saudi Star in Addis Ababa, the
project employs on the average 250 workers of which between 50 to 60 are skilled and permanent employees and
the rest daily laborers from the local population
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On the other hand, in the last two years, that is 2009 and 2010, close to 500,000 hectares of land was allotted to investors both by
MOARD and the Regions. The World Bank (2010) puts the total land transferred to investors in Ethiopia between 2004 and 2008 at
1.2 million hectares. The evidence available suggests that by the end of the end of the GTP period in 2015, a total land transferred to
investors will measure nearly 7 million hectares, which is equal to about 38 percent of land currently utilized by smallholders.
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In 2009, over 22 percent of the rural population was dependent on a combination of emergency food
aid and safety net programs financed by Western donor countries and international agencies. While
the number of people seeking emergence food assistance has decreased since then, nearly eight
million rural people continue to be supported by safety net programs.
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Ethiopia is a country of smallholder agriculture. In the 2000 cropping season, 87.4 % of rural
households operated less than 2 hectares; whereas 64.5 % of them cultivated farms less
than one hectare; while 40.6 % operated land sizes of 0.5 hectare and less. Such small
farms are fragmented on average into 2.3 plots.

e Land that has been transferred includes arable land, land used for grazing, woodland, forest land, savanna
grassland, and wetlands. There have been at least two notable cases, one in Gambella and the other in the east of
Oromia, where land inside a formally designated national park, protected area and wildlife sanctuary was given to
investors. The enclosure of the land, vegetation clearing and farm operation has had, or will soon have, a damaging
impact on land resources, wildlife, bio-diversity, water sources and the natural environment. The damage to
people’s livelihoods is beginning to be evident in many ways: it has led to loss of farm land, of pasturage and
grazing rights, of sources of water, and the loss of access to firewood and useful plants

e Land certification and registration was not undertaken in Gambella as well as in the major pastoralist Regions of
Afar and Somale. For each of the three ethnic groups, the land, the natural resources and the ecosystem in place are
vital for their livelihood, however, all of them have now been affected, in varying degrees, by the large number of
investment projects that have sprung up all over the Region in the last five to six years. These projects are seen as a
threat by many as we found out in our field visit to the Region.

e  Except for two companies, all other investors have a lease period of 50 years, and almost all have been committed
to pay a rental fee of 30 to 35 Birr (less than two USD) per hectare per year (depending on the use of irrigation
water).



While so far there have not been significant evictions of individual land holders though, as will be noted further down,
evictions in the form of mass resettlement is now underway, humans populations are also affected because the projects are
depriving them of vital resources from what until now was their common property. Moreover, the clearing of the land by
investment projects and the loss of the woods, grass and other vegetation is causing hardship to the local communities as we
found out in our field work

e  First. Capitalist investors, particularly foreign ones will be driven solely by the profit motive and the need to
supply the export market, and this will mean adopting systems of land management (industrial forms of mono-
cropping, for example) which will not be environment- friendly and which will in the long run leave the land and
the ecosystem exhausted and unusable by future generations.

e Secondly, the state has used its hegemonic authority over the land to dispossess smallholders and their
communities without consulting them without their consent. In most cases, the land deals lacked transparency and
accountability hence they have had the effect of eroding confidence and trust among the people and their
communities. The loss of property does not only bring economic and social deprivation but also a sense of
insecurity and the loss of voice. The economic and social marginalization brought on by the turn to large-scale
agriculture is being accompanied by what may be termed “civic marginalization”, i.e the lack of the ability to be an
active agent in matters that affect one’s life and livelihoods.

e  Thirdly, there are no formal or informal obligations on the part of investment projects to contribute to the food
security needs of the country. The contracts signed by investors and the business plans approved do not contain
provisions requiring projects to supply the local market, whether as a matter of course or under emergency
circumstances.

e  Fourthly, the government’s objectives in promoting large-scale investments have to a large extent not been met,
nor are some of them likely to be met in the present circumstances. There is, for example, hardly any technology
transfer at the moment. The projects are operated with high technology which is not transferrable or affordable to
smallholders.

The land transfers that have taken place on an unprecedented scale in the last ten to twelve years has brought to the surface several
issues of public concern.

First, it is the first time in this country that so much land - perhaps as much as a million hectares at present and expected to increase
substantially in the coming years- has been put in the hands of foreign investors. Total transfers from the late 1990s to the end of
2008 to both domestic and foreign capital reaches almost 3.5 million hectares according to the database compiled by MOARD
(2009a). The significance of this is that the state is now redefining the agrarian structure of the country as well as the future

course of agricultural production in a manner that will increasingly marginalize the rural population.

Secondly, since, by law, the state has juridical ownership of the land and in contrast peasant farmers and pastoralists have the right
of use only, it is the state which in effect has been responsible for land grabbing: it has used its statutory right of ownership to
alienate land from those who have customary rights and rights of longstanding usage, and transferring it, without consultation or
consent, to investors from outside the communities concerned as well as from outside the country itself. The commercialization of
land has served as a political advantage to the state since it enhances its power vis-a-vis rural communities, and leads to the greater
concentration of authority in the hands of public agents and local administrators. The presence of large farm operations with their
modern technologies in rural communities will be a constant reminder of the danger hanging over small farmers and pastoralists and
their way of life.
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In economics and in public-choice theory, rent-seeking involves seeking to increase one's
share of existing wealth without creating new wealth. Rent-seeking results in reduced
economic efficiency through poor allocation of resources, reduced actual wealth creation, lost
government revenue, increased income inequality, and (potentially) national decline.

(From Wikipedia, the free encyclopedia)

POLL PMC ANIHT oo 320 Pheho? Pié-& O NANYTT Z°A0. Tenlé ants DN
PLOAMIrliMP PNé ALA NF PAMLiPao 70T M. LAM:INVNL TN PHNT hReA
PA%92.S avdel ARTT PAdMé NamPAL Y1447 ST A28 0BAPA £L41 7°AN. 10+
Pao 30T SALTE AHPA N ANTF@- LY vNLHaN NHPHE o 0 0CHo- PoLOm:
SO VBT AONHCT T oo 2NH AT8.0¢ 91L47 NF -

POLE CMC ANIHT o030 Phto1 he-2 ONANLYT Phhsol 77A0S PAH el
NAGN AN0 ehtol 0z~ QAHMYE®- HC PAH el A7& 2 FC hé 165,000
NCNANLG @ 55, 597NC: NANG-A7L5® 57, 000 Tiv NC Nahé-v-ATFa- 307,
000 NC A7%7& %HC hé 03 FAm GASHA: &Y% PULeACM P1146E7 w1
YT PNC Poo Mt hd9° ®L LTl (paper money) aodP4F ANF -
CY16ET PaeR, 9°MME ooy ATTE Ph9léh AAC N24 NC ovav7HC AN AN
LNA:RPDEL PMC ANIHT ao30t Chtol hé-8 ANANYT AN W78 aolaem,
NAGN AND Fo7 PA7E& hé TWFC 03 PAH PO APGL ooL® AL WhSol AL
tEPTCEHN::



POLL PMC ANIHT a0 720 Ptol né-2 ANANYT PAhSo) 7°A0, CaoilnTt aorrd @
LT PLE é-2

Pao 70t L.C2T 713 TCEt Avét 0O QLL® TG+ 43 Lo 3Nt aoprd @
LT CEATO NG PAT@®9°:: h1IHNG AhS9, +NNC °L'L0EC aol8 ooO\lt oo 30t
N3 Pov v aolf T AME hé- NGovt 250 TLALT NC @6k, £RCIA:
43 LT Né-2 Al LP7 1250 “9.A.27 A4 Pa78 0L he® 5,813,953.488 NC
NGao AP7: (MOC PN né-f ANA L79° 484,496.124 Tiv NC LPSA: N Ahd-%E
A7 ST®? PNLC NN APPAT® &CA ATt 10 AN Yoo+ +héR?
ALOC hoodt +heé-Sto-T hING 2,500,000,000 NALT NC @eh, +LCIN TN T 1o
POLL PMC ANIHT o070 Phe-2 ANALTT PAhsol 7°A0. ATLV7? 43 Poo 0t
ao e (AT N9°7 aopi Hhé-S T Pao it (r919° 317 N97ThCar9°s N97970A
(lobbies) N@o-AG:NTNG ONHI°LS 74 PANTI®  AZINT  CoojltvlE ool (WA
Paopd-P1 Z7A0. AL 977 10V YINLES STYP ANG-C BIFA::

PP CMC ANIHT oo 320 Pt e ONANLYTT Cahso) A0 Phash ANNS
ACTe CHPSE UAT APE PhHeT AT TINC TAT N9° 497,846 LhndC avdt AL
POLTT 1PLELTT ATINES avdet:d AaP(IT AP LA::

PUDAT PMC ANIHT o070t PalO ANN 029G PAC?Le AR BT P++SE 2I0tC
TA7 N99A ovdr 1NPG CUNHNT Ve@T ANGTE AL TAA: Paldn ANN ov8S PH4
N4 N1961 49/9° 21,800 %ndCPiNL AWP7?:T N19849/9° 22200 %ntC:in 19945
N12000%/9° 53,014 LhC NaoP? AL1 NA°9° N 2005%/9° ®fL 54,000 LhrC ?H45
N4-k7 hdL)::

PACTLE AAAP o070 h18 NAL NS AS4T AT A HFT7 No-am fhtFA::
hag%h AN kg 1m9° PP CACTLS M NAR NP0 2008 9/9° tmPan::
PACTLe AR HET 497,846 LndC ool PMPAAA:  PACILS AR HYT aLddt
MLEDT TINTI° AP EI0LNT oA AAATIANT-YPATAGT PAoL CMPAANATEUI®
0% ¢1mC h9? 2908 DT TI0HIS (784-T AIMEEIA188.T AAAFT (KR
PAFE Bh9°107 AG ANFT Pt A

POLL PMC ANIHT oo7907F UHE QOAaonlNFS AN+ LPNTF Povdet PCI°ET QOE TN,
Lamne@ (A%IP CUHN €M 1moo®-:: 140 NAL ALTF 1247 NH APT APOA:H-
Y W17 HNTEe AmLL: VHONT +mPol £24L1 P21 AT MAoP'rS (@ Go-
At et A AmPl né-2 ANALD PoPfr PMC ANIHT o030t (oo Pr-
VHO: AU-T9° 07 PTae LI5A::

POy ¢MC ANIHT o770t P9l né-L ONANLTE PADTIN. 7°AN. NaoAG TIATTT
TCE49° 09° 1430 LhdC avdl AL P7LTT 1PLPTT ATTINTES ovborkd AaP(IT
APLA:: LANO TC 11 +7 2008 NON®- &7°CHC IHM aow (et i-



NA%0 a0 hbo7 NoohG TINTTT TE4-9° 12008 9/9° NET Govt E9°C 360 ‘bhiC
ol AL PATT TPLET ATINEG L AA NF ATINLC ONTA: NASD ANN
COLTT T Phind-%iTAMI 740 DA (AGFS DAL, 477 AFA W HPTF @-0T ho-: (Y
hao't (IPh A9eA h97 168 LhdC ovdrt AL P91.5¢ 1427 1PLPT AIL7UING ®L AA
N3 ATLTLNGS AHIAPATA: (P AeA hh9T PULTT TR WACT WPTNE aoSpef
ANh APé& 40 hoLnh 62CL /0 ECa LA®- 50 LhdC ool hS Han149° Nav1§55
ahan, hden MEL 2A0 w79 ECO ahh BA MNE5: A9° PEA LA®- 17 WadC ool



1PLPT AT @L AA NF ATLTLAGS FOMT FAAGEA: hé-% ATA hhoT Pw it
WLCS PACHID ¢4 AT AMANPTT 6hd°C NACNEI® AGAT nHI°T FavAng,
CONINT 24 AP ThG @1 oo P @A AL AN b7 154,000 TV Whd-C  avdrt
me9° 540,000,000 “2+C hé AL PhteeT APF 60 Noof@ “9AF9° 32,400 Tiv
LndC ool LY 324,000,000 “RITC hé AL C7LTT Chh i@ 1PLPT i@ @fL
M 03 AILTLNGS bl ool é-2 ONANLE- POLE PG ANIHT oo 0T
ango-$in::

POLE CMC ANINT oo 30T

01994 Anh N°100APR AOJ-FOEAO AA2ANT aohléf T L4 PHLLID NARE P
PUNNG POLPT BMé- oowlh MhBh ANNIL4L PG 0944 nH°TF @0T PAmT
CIPLEOT CUHA ONTC W IMLE 0T 7907 A%IACT A79°04-N7:: PHE 21 hoort
POMN® ANIFOERN S7°CF Hé N9°F aopn ChboTIDE TPLLT PO ONTC ATLLLA
avlB PAI°:: RISV LY L7°CTIC M NBA (1716hAE AhSirkan AA2AMT AVTHA
PCN ALDPI°:: PGSO AATTID 17 A%14-@F hCTPD7S 146307 £TC NTHY hEPF
aodi AL ALIATC 4 1@ @fh 9°Cm NLLA M NAYHY  hhPTF UHOT
NAavav MG O+ PP, TCEPT L26LT GT® P7LA ovlf DAND- 10+

N+AL NASA ANNELSL PG NYé-¢d nHFPTF @aT PUHNET ONTC 01ANT oodbfC
LANIN: ALY 1@ Moo TINTYE TE6-9° 09° (hG0 AN hbo7 ¢ TA9° (L4
LPG NY¢4-4 N HTF @0T A%1247 AL A (LYY oowl- 1 NHY W HPTF @-0T
AHooS T ¢4 VHAN NALCINALANT NP “Tu0l-T: NACTS NYHT ANC PoLT L7
VHN ooT@H LOLN®:: Chiolm7 vLHaN £CS °17 PPiNt7  (Social fabric)
NeoMmh @®L AP A 0FPF vHN? 0°706.C h50 Adh 70 hood~T 4017
a3 CHET ON-ANS o0 00T Phito: @f% 09 FTF® W14k AR AR NP
Fav P APT7 TINbS Aao B @ 9°Cm NANSGS 1T Aao@M+ PMINO@- HE 1m-::

Table 2.15 Percentage Distribution of Majour Ethnic Groups with 500,000 or more Persons by Region, Ethiopia: 1994

Ethnic Affar Amara Gedo Guragie Hadiya Keffa Oromo Sidama Somalie Tigraway Welaita Gamo Other Eth.National Foreigners Not Total
group groups stated

Addis 0.0 48.3 0.0 175 0.4 0.1 19.2 01 0.2 76 05 0.9 3.0 20 0.1 100
Ababa

Dire 0.0 21.7 0.0 45 05 0.0 48.0 0.0 139 18 0.2 0.0 22 0.9 0.1 100
Dawa

hararai 0.0 32.6 0.0 3.2 0.0 0.0 52.3 0.0 17 17 0.1 0.0 8.2 0.1 0.1 100

Source:-the 1994 population and housing census of Ethiopia, volume Il analytical report, page 44
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TasLe2 Location of cut flower farms

Common Cluster Name | Number of farms | Percentage of farms | Mean distance Mean altitude

from Addis Ababa(Km) | (meters above sea level)
Debre Zeit 7 10.9 49.6 1,870
Ziway 6 9.4 163.0 1,644
Sebeta /Alemgena 10 15.6 25.9 2,082
Koka 3 4.7 98.0 1,617
Sendafa /Slulta 5 7.8 38.4 2,228
Holeta/Addis Alem 20 31.3 39.3 2,289
Menagesha 5 7.8 32.8 2,570
Others 8 12.5 93.5 1,847
Total 64 100.0 58.9 2,081

Source: Mulu 2008, Table 2




Land to investors

The allocation of farm land to investors in various parts of the country has been going on since the second half of the 1990s,
but in the period up to the end of 2002, those requesting land were predominantly local investors and the land granted was
for the most part small in size, less than 500 hectares. Foreign investors began to show keen interest following the enactment
of the investment proclamation and as the success of the floriculture business in winning a growing market in Europe and
elsewhere became apparent. The years between 2003 and 2007 were the boom years for cut flower exports in this country.
The demand for land by investors, particularly foreign ones, began to increase sharply from 2006, and in 2008 there was
what amounted to a mad rush to get access to land by both groups, with many applicants requesting large tracts, some
measuring 10,000 hectares or more. More than one-third of the land allocated to investors by the Regions in the ten year
period was given out in 2008.

TasLe 3 Evolution of floriculture in Ethiopia

Year Number of farms | Cultivated | Number of exported stems | Export value
(growers) Area(ha) (UDS)
2001/2 305,000
2002/3 16,000,000 2,900,000
2003/4 32,000,000 5,500,000
2004/5 30 150 83,000,000 12,700,000
2005/6 69 345 186,000,000 22,900,000
2006/7 70 801.6 478,144,926 63,601,220

Source: primary data MOT1 2007; Ethiopian Customs Authority
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In March 2006, 2,031 hectares of land were allocated to investors for floriculture development, and by June 2007, 801.6
hectares were in production.4 As of June 2007, seventy companies were active in the industry and six companies were
setting up operations. In the three years up to 2007, both export volume and earnings showed more than fivefold growth (see

Table 3), and this made flowers the sixth largest export commodity of the country, after coffee, oilseeds, chat, leather and
live animals (ENST 2006).
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e According to calculations based on data obtained from MOTI, Ethiopian farms account for 37% of
the land under flower cultivation, and 25% of the total export volume. FDI uses 49% of the land
under flower cultivation but provides 57% of the export volume,;s showing that on average
Ethiopian farms have a much lower productivity than FDI ones. This confirms the critical view
expressed above by a Dutch grower. The European market is the main destination for Ethiopian
flowers. In 2003-5, exports to three European countries, The Netherlands, Germany and UK,
constituted 90% of the total export of Ethiopian flowers (Joosten 2007). Nowadays, new Ethiopian
flower destinations are emerging in the Middle East, Japan and USA. Russia and Scandinavian
countries are also becoming new destinations.

e The floriculture sector of Ethiopia is an important generator of employment. Based on data from
the Ministry of Trade and Industry, we calculated that the sector had generated 15,200 permanent
and 8,800 casual jobs by June 2007. A 2008 survey (Mulu 2008) puts the figure even higher at
25,000 permanent workers. Most workers (60-70%) are women who, according to the growers
interviewed, are preferred as they are more committed and work neatly. In addition, according to
MOTI data, more than 10,000 labourers were engaged in construction of greenhouses as of March
2006.
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“There are some backward linkages in non-core inputs, but local content in the sector remains very
low. It is highly dependent on imported inputs to grow flowers. According to data obtained during
fieldwork, about 80% of the required input is imported and only 20% is produced domestically;
this mainly involves packing materials.. According to MOTI data collected in 2006, more than ten
domestic firms supply locally produced packing materials, and several importers of other inputs
have emerged, as have other service providers in logistics and a soil analysis laboratory. In the
case of forward linkages, a few domestic firms are trying to sell directly to buyers and are creating
retail shops locally in exclusive restaurants, supermarkets and main streets. ”
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“Last but not least, the Development Bank of Ethiopia (DBE) provides soft loans to the sector. The bank extends
credits up to 70% of the total investment, pledging no other collateral than the project itself. It is difficult to
ascertain how important this has been in practice. Comparing data from the EIA with data from DBE, we can
conclude that 42 of the 57 investors (74%) in the industry registered by the EIA in 2007 had loans from the DBE.
According to EIA data, 27 of these investors had a total registered capital of 1.1 billion birr (or eé88m). According
to DBE data they had approved loans to the value of 623 million birr, or 56% of registered capital. Of these loans
more than 77% had already been disbursed in 2007. The list of 27 investors includes 7 Ethiopian investors and 20
non- Ethiopians, among them 3 Dutch growers. These Dutch growers had approved loans equal to 46% of their
registered capital. For Dutch growers the DBE finance is less important, due to PSOM and the Sher project (see
below).” THE ETHIOPIAN CUT FLOWER INDUSTRY.

“The floriculture sector also generates foreign exchange. Table 3 shows the tremendous growth in
the past five years (MOTI 2007). According to the National Bank of Ethiopia (NBE), Ethiopia
does not fully benefit, as the selling price reported by exporters is below the price which Ethiopian
flowers actually fetch in export markets. As a result, the country loses significant amounts of
foreign exchange revenue (ibid.). In 2006 the NBE issued a directive which required the
exporters’ association to report on auction prices offered for Ethiopian flowers. This would enable
the NBE to verify prices declared by exporters as part of their export permits. In 2007 the NBE
issued directive FXD/32/2007, which required all commercial banks to reject flower export permit
applications with a price below US¢10 per stem. ”
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Workers are unskilled. They earn US$0.78-1.67 per day. In the case of the Sher-Ethiopia project,
the producers fixed the minimum wage at $1.1 per day. Nevertheless, the workers are not yet
unionised to protect their own rights.
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The rose industry has undergone successful development over the period 1998-
2009.Ethiopia is now the second largest flower exprting country in African. It is also an ideal
location for highland and low land world class flowwers. The flower industry is one of the
fastest growing sub sectors in the country.Currently, a total of about 1,200 hectares of land
in Ethiopia is covered by more than 80 flower growers who came from Netherlands, India
and Israel including local investors. Ethiopia exports its cut flower to Netherlands, France,
Germany, Italy, Canada, Norway, Sweden, Uk, Middle East, and other EU countries.

( Ethiopia Investment Guide 2012)
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No. | Type of farming | Potential Actual
Area(hectares) | Area(hectares)

1 Wheat - 1,095,436

2 Barley - 1,398,215

3 floweer - 1,200

4 spices - 244,000

5 sugarcane 303,500 24,280

Source: Investment- Guide- 2012

Potential Areas for Farming

No. | Type of | Potential Actual RegionProduced area

farming Area(hectares) | Area(hectares)

1 Rice 280,000 SNNP,Oromiya,Amhara, Benshangul Gumuz, and Somali

2 maize 1,400,000 1.77million SNNP,Oromiya,Amhara, Benshangul Gumuz, Gambella and
Somali

3 Horticulture 763,300 152,600 SNNP,Oromiya,Amhara, and Dire Dawa

4 coffee 426,000 600,000 SNNP,Oromiya,Amhara, and Gambella

5 Tea 150,000 2,700 SNNP,Oromiya,Amhara, and Gambella

6 Cotton 3,000,810 Tigray,SNNPR , Oromiya,Amhara, Benshangul Gumuz,
Gambella, Afar and somali

7 Oil crops 1,601,323 Tigray,SNNPR , Oromiya,Amhara, Benshangul Gumuz,
Gambella, Afar and somali

8 Pulse 3,274,469 Tigray,SNNPR , Oromiya,Amhara, Benshangul Gumuz, and
Gambella

9 Rubber 200,000 SNNP and Gambella

10 Palm oil 450,000 SNNPR,Oromiya and Gambella

Total 11,545,902

Source: Ministry of Agriculture
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Ethiopian Area 1,257,600 million square kilometers.

Eritrea Area 117,600 square kilometers.
Current Ethiopian Area 1,140,000 million square kilometers.

e Arable land 513,000 square kilometers {45%}
e Irrigated land 34,200 square kilometers {3%}
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Ethiopian-Eritrea border
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“The nation has a total area of approximately 117,600 km? (45,406 sq mi), and includes the
Dahlak Archipelago and several of the Hanish Islands.”

“In 2000, Eritrea and Ethiopia signed the Algiers Agreement which forwarded the border
dispute to a Hague boundary commission. In the Agreement both parties agreed in advance to




comply with the ruling of the Border Commission. In 2002, the commission ruled on where
the boundary ran, placing Badme inside Eritrean territory. ”
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Ethiopian-Sudanese border
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“This land mass span 1,600 kilometers in length and 20 to 60 kilometers in breadth. All of the
country’s ethnicgroups will be affected by this treachery. Good and mutually beneficial neighborly
relations between the Ethiopian and Sudanese people will be affected for generations to come.”

“According to the Tribune “Al-Fashaga covers an area of about 250 square kilometers and has about
600,000 acres of fertile lands. Also there are river systems flowing across the area including Atbara,
Setait and Baslam rivers.”

“The issue mainly affects the regions of Gondar, Gojam, Wolega, and llubabor. In stating the
outlandish, the Sudanese are trying to create a wedge between the Amhara nationality and the rest
of Ethiopians. ”
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