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EXECUTIVE SUMMARY

Ethiopians have been engaged in livestock production and trade for centuries and much of the
business of livestock production is not that much different today than what it has been over the years.
Yet in a hypercompetitive global economy that demandganganeous changes to product design and
ever higher standards qfiality and supplygaining and maintaining market share, even in one own
market is more challenging than ever. For instance, in order to gain morthéametenth of one
percent of thewr | d' s gl obal me at exports (Ethiopiabs
need to adopt new approaches to the livestock trade (and to its mamgdogts like leather and

dairy) andchangeold habits and customs that are only preventing the inddsom taking a
significantly larger share of global trade.

Actors along the value chain also needdmet andgrasp new opportunities and employ creative
approachesupplying anddeveloping new products for new and existing markets. A bright spot for

the Ethiopian leather industry is the production of leather gloves, which has only recently begun
operating in the country. The glove industry, which is currently strictly focused on export markets, is

in its infancy and expected to groguickly in the years to come as more investors discover that
Ethiopian hair sheep skin is one of the best materials in the world for making fashion and sports
gloves because of its softness and strength. These are the types of new products and industrial ideas
that will propel the industry forward.

Ethiopia has a number of livestock value chain market opportunities that if realizgubwél the
growth of thelivestockindusty andvalue chain as well as the overall economy. Some examples of
these opportunities and cladges include:

Live Animals

Ethiopia currently exports through formal market channels nearly half a million head of animals per
year and those numbers are increasing b@3% per year. This rapid rise in the export of live
animals creates a conundrum for the country because byihgwthe number of live animals
exported, Ethiopiavould see a reduction in the overall revenue attributed to live animal expatts

the animals that remain in the country will be processed into value added products such as meat,
leather and leather prodts, which will create more jobs and new export markets. An increase in the
number of live animals exported, on the other havaljld generatgrowth in the amount of revenue
(GDP) to the country, but the meat and hides, skins and leather indusitiescontinue to suffer
shortages of raw material. Addressing the export market for live animals is a balancing act that the
Government of Ethiopia and the value chain actors will need to address in order to reach a balance
that satisfies the entire valueath.

Meat

Ethiopia has potential to increai®e volumes and values of domestic and export sdleseat and

meat products This could be achievedy increasing Borena beef exports, expanding
commercialization of production and marketing of livestockediifying into other products such as

the processing of sausages and other similar types of meat and boosting domestic consumption.
However,in order to achieve greater sales and expartsumber of challenges must be met including

poor product qualitywhich is the most pronounced concern to be addressed, followed by improving
price competitiveness and strengthening business relationships. Most of the recommended actions to
improve the marketing of live animals will also contribute to increasing thigygjoBEthiopian meat,

such as improving traceability systems, moving toward specialization of-icsiieg and improving

feed, breeding and vaccination practices and upgrading the transparency of livestock trading systems.

Leather and Leather Products

The Ethiopian leather industry has significant potential to become a world class supplier of high
quality finished leather and leather produdtxluding shoes, garments, gloves and accessories.
Foreign investors have been increasingly discovering Ethi@ 6 s .p Ohe egovermment of
Ethiopia has made the leather and leather products value chain among the pypfiyindustries

in the country due to its strong backward linkages to the rural economy aiding in the alleviation of




poverty and its ptential for increasing exports and hence the flow of foreign currency into the
economy. If the industry players can move beyond the challenges of raw material quality and supply,
the Ethiopian brand of leather production has unlimited potential for giovitie coming decade.

Dairy

Et hi opi ads domestic dairy industry is | imited
milk, the predominance of informal, unpasteurized sales (90% in Addis Ababa, 95% nationally), and
demand that fluctuates according to fasting peridsisumers do not have confidence in the quality

of milk. Milk prices in urban areas are not easily affordable for middle and low income customers.
The opportunity for the dairy industry is to increase demand by promoting the nutritional benefits of
milk,cou pl ed with i mproving the productds quality
availability through improvements in value chain productivity and logistics. The industry could also
introduce new products and packaging that cater to the cptisunpatterns of different consumer
segments, that extend shelf life, and that meet the price points of middle and low income customers.

Common andCross-cutting Issues

The domestic and international end markieisntified severalcommon andcrosscutting issues,
including:

Prices and Inflation

Prices increases and inflation have been and continue to be importasttieguare dramatically
impacting the price competitiveness of a number of Ethiopian industries tied to the livestock value
chdan. These include meat for the export and domestic markets, and live animals for export. Price
increases have had such an impact that major Egyptian importers have recently stopped all imports of
meat into Egypt.The VCAs identified many opportunities tontrol costs and improve productivity

and efficiency within the value chains. Actions that reduce costs, and hence prices, will be key factors
to enable Ethiopiads price competitiveness.

Identification and tracing

With the recent events in Europgsing fromthe discovery of horse and other meat traces in products
claimed to be 100% besdif,is very likely that traceability requirements worldwide will become more
severe. Thé&thiopian livestock industry wikhs a consequenceed to comply with whasiexpected

to be even stricter traceability requirements in order to enter most markets in the world. The most
commonly used method of identification in Ethiopia is placing plastic ear tags on the animals,
however, there are currently no standard or witeed traceability record keieg systems in use in
Ethiopia designed to track the origination of live animals and trace them through the production
process (raising, fattening, veterinary, slaughter, packaging, storing and transport).

Quality, Certifiation and Reputation

In 2005, Ethiopia lagged far behind competitors such as Brazil, Australia, India, Namibia and others,
which had already met international SanitBtyytosanitary (SPS) requirements for meat and live
animal exports. However, through twerk of targeted government policgevelopment projectnd
investment by private industry, Ethiopia is improving its reputation for producing higher quality
goods from the livestock value chain. For instance,

e The Sanitary and Phytosanitary and Livektamd Meat Marketing (SREMM) Program
final report concluded that Ethiopia was improving all its systems to meet international

n

standards and rated Ethiopia as a Ttountry wit

e Beginning in 2008/2009, the government ohiBpia established a 150% tax on the export of
semifinished leather, prompting the Ethiopian tanneries to invest in new technology designed
to produce higher quality leather.

e Ethiopian shoe companies are becoming known for producing a globally compedit 6 me n 6 s

bl ack classic dress shoebo. Recently a majo

! Norman Borlaug Institute for International Agriculture, and The Ministry of Agriculture, 2011




announced its intention to buy as much as US
fashion market.

e All of the operating export abattoirs in Ethiopia are certified for Halsllost areHACCP
certified and those that are noean the process of obtaining the certificate

e Four rew dairy processing investments are being developgudivgteinvestors.

There are still many areas where Ethiopia needs to address quality and introduce stamlards
certifications, includinganimal health, husbandry and -tdikke slaughtering and flaying processes,
logisitics and much morerhese measures to improve qualitg aiscussed in depth in the VCAs.
They are essential for Ethiopia to succeednitreasing domestic consumption, and to succeed in
export markets

Branding Ethiopia

There are clear preferences in both the domestic and export markets for variousspodinting

from the Ethiopian livestock value chain. For instance certain meats from Ethiopia are favored by
Egyptian consumers; domestic cattle breeds and some breeds of sheep are considered superior by
Middle Eastern buyers; and the leather from phiggligenous to Ethiopia is prized by highd
consumers in Europe and the United States. This points to the potential for branding certain products
derived from the livestock value chain as sourced from Ethiopia.

Trade Fairs

Attending and exhibitingt the right trade fairs is one of the best ways for companies in developing
and transitional economies to establish contacts and gain access to new markets. Ethiopian companies
working in leather, meat and dairy have a number of opportunities to agtixaiyote Ethiopian
goods at industry trade shows in targeted-magket destinations such as Turkey, Italy, UAE, Kenya

as well as in Ethiopia. For instance the-Affican Leather Fair, which was held in Addis Ababa
between 20 February and 22 February,30&as not only a good venue for Ethiopian and other
Africa producers to show off their production, but important buyers from Europe, Asia and the Middle
East were also in Addis to meet with potential new suppliers and identify market opportunities. This
trade fair generated one deal with an Italian buyer worth USD 5 million for two Ethiopian leather
products manufacturers.

Developing buyeseller relationships

Several importers with whom the LMD market research team met, particularly in the live andmal a
meat value chains, complained about the difficulties they encountered when conducting business with
their Ethiopian counterparts. Complaints included spotty relationships driven by marginal price
differences and not responding to basic business coroatigris, particularly when addressing
complaints. The industry might want to consider approaches to improvingdrligrrelationships,
including holding reverse trade fairs in Ethiopia which would involve inviting interested and potential
buyers to theountry to meet with and begin developing productive business relationships.




METHODOLOGY

The methodology for collecting data was largely through intensiveopimme interviews, focus

group discussions, steys and market observatioms selected end marketsased on designed
interview questionnaires as well as a desk review. In addition to exploring the domestic market
covering Addis Ababa and major towns in the four AGWDP regions, team members traveled
endmarket destinations to speak to traders/importers; processors; retail outlets; wholesalers; leading
trade associations; transporters; consumer groups; Ethiopian embassies/consulates; representative host

country government ministries; investor grofpuential
i Goals of the LMDP End Market
Investors. Research and Analysis Study Tours

These market researefsits, whic_h were conducted b_etween «  Inform the development of the LMDP
February and 1 Mar¢h 2013, included research in Egyp strategy _
United Arab Emirates, Angola, Democratic RepublicCoingo, | ¢  Market Ethiopia as a potential

.. supplier ofintermediate and finished
Kenya, Turkey and Italy. &h country visit lagtd from four to goods
six day$. Annexes 2 through 8 summarize details of the mar «  Identify potential investors
information within the countries visited. Country tear] ® L& the groundwork for investment
. . . conferences/trips to the countries
included one technical staff member of the LMD project, vistes
well asspecialistfrom the Ethiopian Government. On three &
the country tripsi Egypt, UAE and DR Congd a consultant from either BCaD or Precise
accompanied the teams. Italy was visited and researched solely by a J. E. Austin cofibaltaam

members, countries visd and dates of traviiclude:

Table 1: EMA Team Members

Country Dates of travel Organizatio

Afework Yohannes Germamo Egypt 9-Feb2013 1 14-Feb2013 BCaD
Girma Abebe Yami Egypt 9-Feb2013 1T 14-Feb2013 LMD
Dr. MelakuAsefa Kiros Egypt 9-Feb2013 1T 14-Feb2013 APHRD
Taye Tibebu Yeshita Kenya 24Feb2013 1 1-Mar-2013 LIDI
Haimanot Asmerew LMD
Hileselassie Kenya 24-Feb2013 1 1-Mar-2013

Henok Mechal Haile Angola 20-Feb2013 17 25Feb2013 EMDTI
Tesfaye Lemma Gesese Angola 20-Feb2013 1 25Feb2013 LMD
Antigegn Kebede Belay Turkey 11-Feb2013 17 19Feb2013 LIDI
Haimanot Asmerew LMD
Hileselassie Turkey 11-Feb2013 1 19Feb2013

Afework Yohannes Germamg DR Congo 17-Feb2013 1 22-Feb2013 BCaD
Irma Abebe Yami DR Congo 17-Feb2013 1 22-Feb2013 LMD
Melake Asefa Ejeta DR Congo | 17-Feb2013 1 22-Feb2013 AED
Dr. Elias Walelign Dagnachey UAE 22-Feb2013 T 28Feb2013 APHRD
Hailemelak Asessfa UAE 25Feb2013 1 1-Mar-2013 Precise
Tebeje Nigussie Kibru UAE 22-Feb2013 1T 28Feb2013 LMD
Kent Ford ltaly 28-Jan2013 1 31-Janr2013 JAA

2 saudi Arabia was also a targeted market, but the team was unable to obtain travel approval.




INTRODUCTION

The Agricultural Growth Program Livestock Market Development Program (AGRID) is a
development project funded by the United States Agency for International Development designed to
improve the incomes and nutritional status of Ethiopian farmers and sitllerholders along the
livestock value chain. It will upgrade and catalyze future sustainable development of the sector, by
addressing systematic bottlenecks and facilitating value chain participants’ own engagement and
investment. Key goals include masing productivity and competitiveness of selected livestock
value chains, and spurring investment and innovation all in an environmentally and economically
sustainable way.The project will also support the Government of Ethiopia as it strives tovachie
targets established in the Growth and Transformation Program (GTP). Launched-202Q1he

GTP has established annual export goals of 111,000 metric tons of meat and 2,000,000 live animals
by 2015, which represent significant increases over cuesgatrt performance.

The international end market analyses (EMAS) were organized bylA@Pin collaboration with

J.E. Austin Associates, BCaD Management Consulting PLC, Precise Consult International and the
Government of Ethiopia. The domestic end meaknalysis was undertaken by BCaD and Precise.
This end market analysis report is a complement to andceaducted in parallel with the alue
ChainAnalyses of the livestock value chain fargeted areas of Ethiopia.

The export component of theend market analysis explores market opportunities, Ethiopian
competitiveness, and recommendationsHEthriopian export development in selected expaarkets

for live animals and livestock products including meat, leather and leather products. Alleof thes
products are derived from cattle, goats and sheep endemic to Ethiopia. The dem@stiarket
analysis informatiorbriefly describes the markets for these same products, plus dairy products. It
also examines market characteristics of three dvosserland corridors.

The reportdiscussesach of the main value chaifisLive Animals, Meat, Leather and Leather
Products and DairySummaries of information on each country visited are presémtibe Annexs




Table 2: EstimatedEthiopian Export Value of Value Chain Products to Countries Examined
Value chain End Markets Examined in Report Estimated

Export Value
6000 U

Live Animals . Ethiopia 190,357

(Cattle, Goats, Sheep) : Informal Crossborder Trade 210,000
Egypt 14,450

. UAE 5,377

Meat . Ethiopia 77,210
Egypt 1,780°
UAE 43,787
Angola 3,774
Democratic Republic of Congo 0°¢

Dairy : Ethiopia 276

Leather and Leather | - Ethiopia 122,713

products . Egypt 0°¢
Kenya 3¢
Turkey 1,293
Italy 39,496

a. Global Trade Statistics, 2011
b. LMD research estimate, 2013
c. UN Comtrade, 2011
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LIVE ANIMALS

MARKETSFORE THI OP ILINBE SNIMALS

Export

¢ Regional trade dominates exportE t h i aqgp iexgpditsnarketéor live animals in order of
sales volume are: Sudan, Somali, Egypt, Djibouti and Saudi Arabia, Yemen and the United
Arab Emirates. [See Annexl: Ethiopia Export and Import Data by Value Chain] Ethiopia
trades high volumes of live sheep, goats and catlet hi opi ab6s | i ve ani
estimated at 2,323,5060.

ma

e 80-90% of exports of live animals are informal predominantly across borders with
Somalia/Kenya, Somaliland, Djibouti and SudanExporting through informal channels is
simpler and more cosdffective than exporting formally and the exporter @moid legal
requirements for registration, licensing, foreign currency regulations and taxation.
overwhelming size and scope of illegal operators patsnapetitivestrain on those operating
legally who find it difficult to compete on price. Recent changes hadecedthe time
required to acquire and renew registration and licenses both at the federal and regional levels
through streamlined business processes. However, most traders continue te opera
informally.

The

Table 3: Informal Market Channels for Ethiopia's Live Aninfals
Export

Destination
Markets of
Animals

Passage Locations in
Ethiopia

Types of Live
Animals

Export Volumes
(Formal and
Informal)

Destination

Somaliland | Eastern Ethiopia (Somal Majority are Major legal export | Majority to
Region); animals are Somali Blackhead| animals are oxe Saudi Arabia
trekked through or fattailed sheep, 1,700 heads/day in| and other
Hartishek and Lefeissa t followed by goats,| peak periods Middle
the Somaliland border | cattle and young | ($500/head)(2013 | Eastern
town of Togwajale camels estimates) markets

(UAE,
Bahrain,
Kuwait, Oman
and Qatar);
Legal exports in Many alsogo
2012 were: to Djibouti for
103, 725 oxen re-export to
8,713 camels Dubai and
34,931shoats Saudi Arabia

SAut hor os
(Ministry

estimati on
of

b a s e dLMD dataM ilnoludest472y000 dofmal Aexportis ¢

Agriculture 851,

2011

data ) pl

4 Economic Commission for Africa, 2010, Woldu, Akliku, 2009, and FAO, 2010
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Export Passage Locations in Types of Live Export Volumes Destination
Destination Ethiopia Animals (Formal and Markets of
Informal) Animals
Somalia / Southern Ethiopia from | Cattle 50,000 to 60,000 | Northern
Kenya Borena Zone in Oromiye heads of cattle per| Kenya,
Region and year (FAO, 2010) | Nairobi and
from Afder and Liben other cities in
zones of Somali Region Kenya
Djibouti Most animals are Cattle, sheep and| 97,000 total Majority to
purchased by Arabs goats (Economic United Arab
whose agents purchase Commissiorfor Emirates and
inside of Ethiopia Africa, 2010) otherMiddle
Last 6 months of | Eastern
2012, customs countries,
caught illegal either through
smuggling of: Saudi Arabia
400 shoats 155 | or Yemen.
cattle
Sudan Approximately 90% of | Male cattle Legal estimate: Egypt,
informal export is done | originating in 100,000 190,000 | Kuwait,
by producers themselve| Amhara Region | cattle annually Libya, Qatar,
from theAmhara Region (2013 estimate, Saudi Arabia,
0 through informal Metema customs) | Syria, UAE,
markets inside Sudan lllegal estimate: Yemen

1000 cattle/day
(calves, heifers,
cows, and all ages
of male animal$
though mostly
calves and heifer
(2013 estimate,
Metema customs)
2012, customs
caught illegal
smuggling of:
1200 cattle
77,000 cattle per
year (Borlug,2009)

e Reexportation and rebranding of Ethiopian animals to Middle Eastern markets is the
norm. Ethiopian animalsare exported toand throughSomalia, Somaliland, Djibouti and

Yemen

They

aly re a nodf et dedn

ionr et h o s e-exported to tMiddlee s

Eastern marketwith the country of reexport listed as the country of originThis is partially

due to theact thatEthiopiadoes not have an organized quarantine system that is recognized

in these terminal market of the Middle Eagtich fuels concerns of disease transmission.
There are frequent banslofe animalsoriginating from Ethiopia due to diseases such as Rift

Valley Fever (RVF), foot and mouth disease (FMD), contagious bovine pleuropneumonia

(CBPP), contagious caprine plepneumonia (CCPP), peste des petits ruminants (PPR),
brucellosis in ruminants, and lumpy skin disease (LSD). The UAE curiiemlysesa ban
againstheimport of live animalghat come directly from Ethiopia; however, animals that are

re-exported and@ me

wi t h

a

6certi fi

cat e

of

originé

certified by the UAE as being disedsee, are allowed to enter the UAE even though the
animals are originally from Ethiopia
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Domestic

Live animal sales in Ethiopia are seasonaSupply and demand are heavily influenced by

the season of the year and the occurrence of religious and cultural festivals, as well as
availability of feed which drives sales during the dry seasdhe chart below shows the

livestock transactions fromselected areas, including Metha

ram, Babile, Yabello, Dubuluq of

Ethiopia while the next two charts show the seasonal fluctuation in prices related to the

supply and demand of the animals.

Figure 1: Livestock Transactions fori@elected Areas for Cattle, Sh
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Figure 2: Seasonal Variation in Prices for Sheep in Metharam, Babile, Yabello and Dubulug
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Figure 3: Seasonal Variation in Prices for Goat in Metharam, Bal¥édello, Dubulug
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Meat consumption in Ethiopia is low.Annual per capita meat consumption in Ethiopia is less than
8.5 kg per person per year, which is the second lowest in all of Affibég hasserious impact along
the entire livestock value chaiffom breedingto meat productiorto hides, skins and leather
production.

Domestic meat consumption is segmented by taste, point of purchase andhwere is a strong
tradition of purchasing from butcher shops for snacks or fresh cuts, while many Ethiopians buy live
animals directly from producers for religious holidaydigher income consumegzefer leanmeat
purchased from supermarkets with propackaging and labelingOtherwise, dmestic preferences

are complimentary (opposite) of export preferences. Théitligopiansin generalprefermeat from
higherfat female shoats and castrated male shoats (as opposed-dastrated shoats with lower
proportions of fat) and highland cattle (as opposed to lowland cattle) with the exception of young
Boran bulls, which are prized by all.

Live animal priceshavebeen increasingver past 5 yearsThe average price of live animaia the

formal marketshas been continuously escalating for the last five years (between 60 and 200 percent
increase). The continuous increasetia prices paid forlive animal is attributed to various factors
including illegal trade across borders leading to a shortage pfystqgpdomestic markets, increasing
price of inputs to feedlots including rapid increases in the price of feed, and overall inflationary
pressuresEven with the increased price of live animdi®wever,the volume of animalformally
exportedhas increaskfrom 10,372 in 2002/2003 to 472,041 in 2010/2011.

Live animal prices vary seasonallyn the North, supply peaks after the Octdbdanuary rainy
season then drops precipitously. The South experiences low sales volumes during Sepieryber
rainy season and the fasting period (FebruAgpyril), but trade peaks immediately following these
periods. (Negussj&ociceconomics and Policy Research Working Paper 52, 2003)

Table 4: Average Price of Live Animals in Addis Ababa in ETB

Animal 2009 Average Price 2012 Average Price  Percentage

Increase
Goat 280 860 207%
Sheep 340 900 165%
Cattle 3400 5400 59%

" Getachew, 2008

8 Ethiopian Livestock Information System
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MARKET REQUIREMENTSAND ETHI OPI ABNMANBE RF O

The key success factors to increase market share are universal: meet market specifications and legal
requirementsand consistently deliver higlquality products at competitive prices and in sufficient
guantity. Ethiopia faces challenges in all of thesetdrs, despite its competitive advantage of
breeding the highly souglafter cattle from Borena and Bale regions.

Consumers prefer animals of less than five years of .agéndings by the LMD team during the
market research study tours showed thatersin most countriesvanted animals that were less than
five years old. This is particularly true of datfrom the Borena and Bale areaslmost all sheep

and goat that are exported from Ethiopia are less than 5 years old and in fact most3ayedtsald.
However, Ethiopiarcattle have earned a poor reputation in export markets for not meeting buyer
specifications of being younger than five years old and of a certain fat/bone deaming the a
general aversion to importing Ethiopian cattle

Quality issues remain a concern for all end marketSactors drivinghesequality concernsnclude:

e Consumers in importing countries have clear preferences for the weight ofi cattight
preferences differ byimporting country. For example Egypt prefers smaller cattle weighing
around 240kg whereby UAE prefers larger cattle weighing 320kg.

e Consumers prefer the meat of younger catt@®iven that the livestock sector in Ethiopia is
largely a smallholder opation, many cattle sold in the marketplace are old, draft oxen that
are retired from farm labor. This makes their meat tough with high bone corgenterally
less desirable to consumers.

e Importing countries have strict quarantine requirememdl export countries require
guarantine of live animalbefore being formally imported into the country of destination.
Quarantine requirements for Ethiopian animals vary, ranging from seven days in Yemen to 30
days in Saudi Arabia and EgypEthiopia has yet t@stablish a formal quarantine facility.
Therefore animals that ready for export must be kept fa¥e3% at the feedlot@ x por t er 6 s
hold facility while the animals are vaccinated and examined. Since this is not a formal
guarantine facility, importingcountries such as the UAE only accept formal, certified
guarantine facilities. Therefore, all animals from Ethiopia must go through the quarantine
facility for a 30 day stay in Djibouti, where they arecestified as Djibouti origin and then
shipped to BWE. Animals destined for UAEre thenre-quarantined foan additional 15
days before being released for processing. During the field research conducted in UAE, the
LMD team learned that there were two primary reasons why there is currently a ban on the
importation of Ethiopian live animals into the UAE. One is that Ethiopia does not have
internationally certified quarantine facilities, and the second reason is that the veterinary
laboratories are not internationally recognized and accredited.

Buyers in export markets require consisterguantity and delivery of live animals Supply and
demand of live animals is highly seasonal. Animals ramired in large number®r religious
holidays with peak demand between October and December which corresponds to the end of
Ramadan and preparations for the Hajj. Supply peaks after the rainy seasorslagtuy different

from north and south of Ethiopia and drops dramdyicadortly after. Buyers, both domestically and

in export markets, complain about the lack of reliability in the quantity of animals available for
purchase.

Ethiopian live animals are often costly in comparison to animals from alternative sourbekes
demanded for Ethiopian live animals have escalated recently, resulting in pauses in import
relationships and loss of market share in countries such as Egypt. Pan Afric Trade, a large importer in
Egypt with trade ties to Ethiopia since 2009 has thetgah import up to30,000 cattleper year

They recently ceased importing Ethiopian cattle due to a 20% price escalation (from $1500 per ton to
$1800 per ton). [See Ann&k
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Importers require responsive business relationshigmporters from various cauries reported that
their Ethiopian counterparts were often unresponsive to business communications, particularly when
addressing complaineand unreliable in meeting contractual obligations

ETHI OPI A6 S ADS/MN DRR®ORTUNITIESIN THE MARKETPLACE

Ethiopian cattleare highly sought after inthe market. The breed andrigin of the cattle drives
consumer preferences both domestically and in export regions. Export markets demonstrate a clear
preference for Borabulls (followed by cattle from Bale area), whereas domestic consumers largely
prefer highland cattle. Branding of Borena is already occurring, but Ethiopian origination is largely
lost during the reexportation process.

There are opportunities fancreasing exports t&gypt (cattle), UAE (sheep and goats) and Yemen
(cattle). There could also be improvements in the procedures between Ethiopia and Djibouti which
could capture greater value and/or reducescost

COMPETING COUNTRIESAND THEIR ADVANTAGES
Ethiopia is an important and major competitor in the live animal markets. Through both formal and
informal trade channels, Ethiopia is a major supplier of live animals to Somalia, Djibouti, Kenya, and
Sudan as well as to Saudi Arabia. As the largesttiieksexporter in Africa with a value of formal
exports close to USD 200 million, Ethiopia competes with Namibia, which exported USD 149 million
in 2011, as well as Sudan and Somalia. Because of the inconsistencies in the livestock support
infrastructure ad the norcommercialization of much of the Ethiopian livestock industry, the country
cannot effectively compete in some important Middle Eastern markets like United Arab Emirates,
Saudi Arabia or Qatar. Although some Ethiopian live animals do makehiese countries, usually
via Djibouti or Somaliland, these countries aranarily supplied by major exporters (and Ethiopian
competitorssuch agakistan, India, Australia and others.

Another factor impinging on the competitiveness of the Ethiopianainimals is that in some diie
markets, like the UAE, Ethiopia not price competitive. This is partially due to the fact that the UAE
currently bans direct import of Ethiopian animals, forcing the exporters to bring them through a third
country for addional quarantine and vaccination, before finally reaching the Dubai market. Below is
a table with the current prices of selected animals being sold in the Dubai market in early 2013.

Table 5: Competing Countries for Meat and Lid@imals

Competitor countries Type of cattle Price (USD)
Pakistan Bigger cattle 750
Somalia Small 500

Medium 580
Bigger 750
Ethiopia Bigger 850
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MARKET SUMMARIES
Egypt - Cattle

Market opportunity and trends

Egyptians like the taste of Ethiopiaeef and demand for Ethiopian beef is large and rapidly growing
in Egypt. Ethiopiaalready exports live animal® Egyptand there is substantiahterest from
Egyptian importers to increase imports. Ethiopie animal exports to Egymtveraged USOL1
million 2010 and 2012, accounting for an average of 10% gof y ptotad lsve animal imports.
Existing importers are already working closely with several exporters, but poouedhat
consistency of price, quantity and quality should be emphasi@edan is the major competitor to
Ethiopiain the Egyptian live animal market.

Market requirements

The Egyptian market is mainly demanding young aninidéslly below age two and weighting
between 22230 kg. Animals below 5 years old are also acceptabt only if the availability of
younger animals is limited.

Before the animals are exportetiey are required tbe kept in quarantine for 21 days and the
Egyptian Council of Scientists send a team of veterinarians to inspect the health of animals befo
approving import. The animals are quarantined again after entry into Egypt and slaughtered at the port
of unloading so as to avoid any possible transmission of disease.

United Arab Emirates i Sheep, Goats, Cattle

Market opportunity and trends

The UAEis a large importer of live sheep and goats. It imported 208,219 live sheep in 2007, but only
3,795 cattle. Live cattle from Ethiopimainly Borena and Bale origimre well known in UAEand

could be a growth opportunity. Currently, UAE ban imports of live animals from Ethiopia even
though animals imported from Djibouti and Somalia have Ethiopian drigifact that iswell-known

by live animal importers. Due to the ban, official exporwirEthiopia to UAE do not exist.
Competition is steep in the UARve animal market Ethiopiad snajor competitors ar&omalia
(sheep, cattle), India (sheep and goats), Iran, Kenya, and Australia (sheep).

Market requirements
The UAE market is mainly demaimgy Somali Blackhead sheep (35kg) and Boran cattle (220
350Kkg).

The quarantine regulation requires 15 days of quarantine before entry into UAE. Live sheep and goats
are tested for Rift Valley Fever and Brucellosis by conducting randomized samplaigedse is
detected an additional 15 days of quarantine is required to look for clinical signs of suspected
diseases. The major causes of animal rejection in Dubai are cysticercus bovis in cattle and
hydatidosis in small ruminants. At the quarantinéhim port of Hamriya, cattle are vaccinated against
FMD type A, O, C, SAT 1 and rinderpest, while shoats are directly taken to the market. Following the
2007 RVF outbreak in Kenya, the UAE imposed an import ban on Ethiopia for approximately six
months. (Faner, 2010)

Additional marketanalysisand logistics channel details aneesentedn Annex 8of this report.

Yemeni Goats, Sheep and Cattle

Market opportunity and trends

Yemen serves as a major hub for the import of live animals into the Gulf. The country ialpoyts
numbers of sheep, goats and cdtilere-export tootherMiddle Eastern countries. In 2011, Ethiopia
exported dotal of USD 6.3 million in live animas$ to Yemerbut thiswasa decrease from USD 10.8

million in 2007 Gi ven Yemenos relaxed SPS requirements,

exports to Yemen for rexport given its geographic proximity.
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Market requirements
Yemen has less stringeBPS requirementandr ecogni zes Et hi opitherébhy quar a
Ethiopian livestoclare not required tbe requarantined in Djibouti.

MARKET OPPORTUNITIES
The export of live animals from Ethiopia puts the country into a conundByrlowering tle number
of live animals exported, the country will see a reduction in revéouelive animal exportsbut the
animals that remain in the country will be processed into value added products such as meat, leather
and leather products. An increase in ivenber of live animalexported, on the other hanalill see
growth in the amount ofevenue (GDP}o the countrybut the meat and hides, skins and leather
industries will continue to suffer shortagesrafv material. Addressing the export market for live
animals is a balancing act that the Government of Ethiopia and the value chain actors will need to
addressn order to reach a balance that suits the entire value chain.

In order to succeed in seiziggowth opportunitie availablefor live animals the end market analysis
suggests several areas for improvement of the Ethiopian livestock sector.

e Commercialize livestock sales and focus on selling younger aninialost end markets
complainedhat Ethiopian animals were too gltbw in weightand had been used for animal
traction prior to sale in the live animal market. eTinaditional pattern of animal ownership
needs to change to introducemmercialbreeding specifically for meat consumption rather
thanfor multiple purposs. This requires@mals to bespeciallyfed from earlyin their life to
gain their maximum growth potential in a short perio8pecialization could go so far as
introducing orgait certification ororganizing accordingo specific enemarkets. This will
better enable exporters to meet market specifications and improve reliable quality and
quantity.

e Improve quarantine system Quarantine standardseed to beimproved to meet dyer
specificationsi such as those that would merit accreditation by UABuilding a new
guarantine in partnership with private (possibly foreign) investors near the Djibouti border
could bea first step is establishing a modern, efficient quarasiséem within Ethiopia.

¢ Improve animal health, breeding and feeding serviceésThere is a high dependency on the
public sector for animal health services and a shortage of fe&thiopia Encouraging
private actors to provide such serviogdl improve the availabiliy and quality of such
services, particularly at live animal market places.

e Improve branding effortsi There are clear preferences in both the domestic market and
export market for different types of animals originating from Ethiopiaadets that remain
unbranded cannot be distinguished from those of their competitors, whereas branding a
product adds value and allows the seller to charge higher prices than what they could
otherwise charge. Branding is perception developing a strongl tantity is perceived by
the market that the product is safe and of high quality. By developing a strong brand,
Ethiopia would join other developing economies in creating brands around important products
on the country. Value chain actors and goveminoeuld develop a branding strategy that
helps identify Ethiopia as being a premier supplier of livestock products, coupled with
strategies that ensures that these products are safe and reliable.
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MEAT

MARKET FORETHI OP IMEATSPRODUCTS
Export

e Middle East dominates export marketsThe top export markets of meat in order of sales
volume is: the United Arab Emirates, Saudi Arabia, Angola, Egypt, Bahrain, Turkey, Kuwait.
[See Annex 1Table 10

o High degree of regulation and formality of meat expe. One hundred percentEt hi opi ads
meat exports arsold through formal channeldue to a high degree of regulation of all
importing countries.

e Opportunities for market growth in Egypt, Angola and UAERefer to section 2.3 and
relevant country anmxes for details.

Domestic

e Annual per capita meat consumption in Ethiopia is lowEven with this abundance of
livestock and meat, Ethiopia still has one of the lowest per capita consumptions of red meat in
Africa. There are several reasons for this low consumption, including low per capita incomes,
high domestic meat prices and thetifag days by the Orthodox Christiai43% of the
populatior), which means that a large part of the population doesosume meat products
for about200 days per year. This reduces aggregate demand-85920 Only neighboring
Eritrea has a lower per pita consumption of meat than does Ethiogitnwever, with
Et hi opi ads goal of becoming a mi @gdlpopulatiorn c o me
growth of25% between 2012 and 2Q2®8aching 120 million peopi® demand for meat and
meat products in Btopia should increase in concert.

Table 6: Annual per Cajta Meat Consumption (K&)
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e Imports of meat and meat products have been risingn large part following the
establishment ofuxury hotels in the capitdhat caterto the specific taste requirements and
quality demands of foreign nationalsiting andresiding in the country. These consumers
prefer lowfat, packaged and labeled meat from supermarketsording to UN Cortrade,
the import of meat into Ethiopia in 20dtas around USD .2 million, but this is up from
nearly zero imports a decade eatrlier

® Mariam, Amare, et. al., 2010

19 population is projected to grow by 80% from 2012 to 2050. Source: United Nations, Department of
Economic and Social Affairs, 2009

" FAOStat
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e Mirroring the increasing prices of live animals, meat prices have als®en increasing
According to CSA surveys, retail prices of beef in Addis Ababa have risen 50% in the last
four years:? Farm gate prices for shoats have risen more than 75% in the same timéJeriod.

Table 7: Price of Beef and Mutton (USH)
Fresh Beef Mutton

Superior High Moderate Fair Fresh at Frozen i n Freshin

Slaughter Supermarkets S EINEES
house

9.80 8.20 6.50 4.40 3.85 2.20 4.90

MARKET REQUIREMENTSAND ETHI| OFERAORSIANCE

e Achieving consistent quality control Providing proper andconsistent quality of meat
products is by far the most i mport amhcefactor
both domestically and in export markets.

e Ethiopian meat does not meet quality standards demanded of the mesdadsof
meat texture (toughnes@&nproper handlingt thepre- and postslaughteistagesand
poor cold chain management have severely damaged the reputation of Ethiopian meat
products, particularly in export markets such as Egypt, UAE and Angola.

e EthiopianHalal certification is not trusted in Middle Eastern market&ll export
marketsin the Middle East and North Africae qui re ani mal s ,t o be
which requires adherence to certain procedures and certification from an Islamic
organization. UAE retailers informed the LMD research teams that Emirati
consumers do not trust Ethi opipadkaetheal al ¢
meat as Somalian or Indian.

e Ethiopian meat is often costly in comparison to meat from alternats@urcesi Prices
demanded by Ethiopian exporters have increased over the past five years, challenging the
competitiveness of Ethiopian med®rice increases of meat have been partially driven by the
price of animals, but also influenced by inefficient @i®ns and high air transportation costs
from Ethiopia

e Buyers/Consumers in target end markets have concerns about the quality of meat from
Ethiopia Factors driving quality issues include:

e Lax sanitary conditions at slaughtering facilititaNorkers reportedly use their bare
hands to transfer carcasses after skins have been removed and water temperatures are
not sufficiently hot to kill bacteria and effectively clean the carcasses. These
practices result in surface bacterial contaminatoncarcasses as well as lingering
hair, skin, dirt and fecal matter.

e Poor cold chain managementChill facilities at abattoirs are inadequéatéhere is no
blast freezer procedure/equipment; temperatures at Bole Airport at Addis Ababa are
not cool enogh (they are tailored to temperatures for cut flowers); and once
carcasses are loaded into containers, they often sit on the tarmac awaiting loading into
airplanes with no refrigeration. Only once in air does the cargo area finally achieve
adequate cooloptemperatures.

12CSA : Retail Prices of Goods and Services, Annual Average Pricesj Z016.
B FEAOSTat.
“DEMA, February 2013
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e Poor meatpackagingi Middle Eastern as well as Angolan importers complained of
careless and poor quality of meat packaging materials.

Consumers prefer meat from animals less than five years of age

e Tough meat (beef) with high bone camiti A r ef | ecti on of t he
reflected in the stiffness of the meat which requires longer codkimgwhich is
generally unattractive. This is a problem only with cattle and not smaller ruminants.

Buyers require reliablesupply of meat. Ethiopian exporters have been unatdesupply
demanded quantity as well as opportunistic selling. Seasonality of supply is also a factor
here.

Importers require responsive business relationship$Several importers complained about
difficulties in conducting business with Ethiopian counterparts. They complained of spotty
relationships driven by marginal price differences and unresponsiveness to business
communications, particularly when addressing compl&ints

Meat sold in domestic markets is nepecially packaged or labeled Most meat and meat
products retailed in the domestic meat market in Ethiopia are fresh cuts and no packaging is
used apart from newspapers and plastic balgis. prevents meat producers from effectively
branding their prodtts and increases the likelihood of disease transmission in handling.
There are supermarkets in the capitadwever.that make use of foils and other packaging
materials to pack meaespeciallymeat that ischilled or frozen. There is no strict legal
compliance related to the meat packaging procedures in butcheries and supermarkets.
Labeling activities are almost naxistent in the domestic meat market, although some
abattoirs are now branding their production.

ETHI OPI A6 S ADS/AMN DRR®RTUNITIESIN THE MARKETPLACE

Ethiopian meat has a good taste profile.MD market research teams learned that Ethiopian
meat has a good taste profile in a numbecaintries including Egypt, Angola and some
countries in the Middle Eastldentifying which counies specifically enjoy the taste of
Ethiopian meat and branding the meat for those market wogddndpossibilities for meat
suppliers.

Ethiopia can provide meat that satisfies local preferendethiopia is welpositioned to

supply the type of meat that is demanded by local, regional and Middle Eastern consumers.
Their Borena and Bale beef and sheep and goats are desirable and often sell at relatively
higher price points at retail markets.

Gowernment support for meat exportsThe Government of Ethiopia supports growing meat
exports by providing incentives to the agnmcessing sectoT he Gover nment of
investment policy provides attractive incentives which include duty free impbrcapital

goods, a tax holiday up to five years, and depending on investment locetiemption from

export duties and taxes. Additionally, investors of export industries are entitled to keep 10
percent of foreign currency generated in private adsoun

COMPETING COUNTRIESAND THEIR ADVANTAGES

Ethiopian meat is competitive in some regional markets including the UAE market which is the
industryodés | argest export market. According to
price with other m@r importing countries and does so more at the retail level than the wholesale

15 Farmer, 2010.
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Level. When the LMD market research team inquired of wholesalers and retailers as to why
Ethiopian meat cannot command a higher retail price in the Dubai market, they wehatohe

local consumers do not fully trust the Halal certifications coming out of Ethiopia as much as they trust
such certifications from Somalia and Pakistan.

Table 8: Wholesale and Retail Prices for Competitor Courlties

Whole Selling Price Retailers Selling

Price
Pakistan 18-19AED/Kg 30 AED/KG
Indian 1819 AED/K 3B0AED/KG
Kenya 18-22 AED/kg 28-30AED/KG
Tanzania 18-22 AED/kg 35AED/KG
Ethiopia 22-23 AED/kg 28-30AED/KG

MARKET SUMMARIES
Domestic High-End Market for Meat

Market opportunity and trends

Ethiopia currently imports little over19 MT*" of meat per yeai largely sold in higkend outlets

such as luxury hotels and supermarkets. There is a limited opportunity to displace theseaisnports
well as grow existing sales thatrget highincome householdsSupermarketmainly sell raw as well

as process beef (sausages) anghimducts directly to consumers. They purchameasses from local

and export abattoirs and undertake further processing and packing activities on their préheses.

are 120 supermarkets that retail beef and begdrbgucts in Addis Ababa alon&here is also a
market for mutton, primarily tied to holidays such as New Year, Christmas, Easter, Ramadan and
Arefa. For mutton the domestic market prefers highland sheep between the ages of 2 to 3 years old.

Market requirerants

High-end consumers prefer lefat Borena and Hararedmeef. Some packagingwith foils and other
materials is currently practicexthd ©nsumers purchase bdtiesh / chilled and frozen meatdlany
local consumers also requilea | @rbdbictdue toreligiousconsiderations

Egypt - Beef

Market opportunity and trends

Egypt impored over $1 billionworth of meatin 2011, a significant increase from leveéfe $500
million that was importeth 2008 and 2009Brazil, USA and India supplied the majority of this meat
with Ethiopia contributing less than 1% Bfg y pirhp6rsrequiremerd. Meat from Ethiopian and
Sudaneseattle are soldat the same price agth local Egyptianbuffalo meat at approximateyLE
40.00 peikg (USD 5.85)which is the highest price offered for meat in the retail markisited by the
LMP market research teamd&Egyptian importers anconsumersareincreasinglyprice-sensitive and
have recently stopped impoftem Ethiopiadue tothe recenhike in prices.

Market requirements

The Egyptian market preferglloned fresh angnder chilled meat with two weeks shelf life without
changing color.Borena cattle and camel are consumed frequently laeebsand goat are demanded
seasonalhduring Muslim holidgs. Meat must be labeled from where it originates so that consumers

1% Interviews with wholesale and retail agents in Dubai, February 2013
" UN ComTrade.
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can choosethe meat that best meetiseir taste requirements Importers emphasize the need for
consistent price, quantity and quality.

Packaging requirements for ot are fairly standard wherebyeat needs to be wrapped with food
grade plastic.

Additional market dynamics and logistics channel detailpersentedn Annex3 of this report.

United Arab Emirates T Mutton, Goat Meat, Beef

Market opportunity anttends

UAEGs appet i inoeeased0fo batveea 2008raads2011The countryimported over$l
billion worth of meat in 201,1of which Brazil, Australia, USA and India supplietbre thar80%:2,
Ethiopia was the "Blargestexporter of meat to the UAmith 4% market sharenich is double the
market share of 2% achieved 2009. Quality is a major concern fahe UAEmarkeE one i n
which Ethiopian meat has a damaged reputatids.such, Ethiopian meat is usuallypackaged as
Indian, Pakistanior Somalidue to low acceptance by consumefsEthiopian meat Middle and
lowerincomeclassesontinue to iy Ethiopian meathowever

Market requirements

Goatmeat should come froryoung animals withow fat content angackagd in 6-8 kg packages
preferably from low land animals (pinker meat vs. re$pecially fromthe Borena Bale, Methara
andSomali area

Export abattoirseed tobe agroved bythe Dubai Muntipality. Approval depends oa number of
hygienic and health factors a®ll as whether the abattoir ugbe halal slaughtering procedure aisl
certified by theegional Islamic council

Additional market dynamics and logistics channel detailpersentedn Annex8 of this report.

Angolai Frozen Borena Beef

Marketopportunity and trends

Angolans eat meat at least once a day, most of which is impg@7&0 million of imports in 2011)
Imports of meat have increased 65% between 2009 and, 20@4t of it coming fronBrazil, USA,
India and Portugal.There is sufficiat demand and interest from importersitioreag imports of
Ethiopia frozen beefhowever, quality concerns must be addressed to enswnatry to the market
andlong-term growth. Prices must also come down relative to quality.

Marketrequirements
Meat that is tender and hygienjmckaging materials to protect contertsgola meat import criteria
aremore relaxed than Middle Eastern markets.

Additional market dynamics and logistics channel detailparsentedn Annex2 of this rert.

MARKET OPPORTUNITIES
Ethiopia has excellent potential to increase its consumption and export of meat and meat products.
Increasing Brena beef exports, expand commercializationof production and marketing of
livestock diversifying intoother products such as the processing of sausages and other similar types
of meat and boosting domestic consumption are importsinategic growth opportunities for
Ethiopian meatproducers Poor product quality is the most pronounced concern to be addressed,
followed by improving price competitiveness and strengthening business relationships. Most of the
recommended actions to improve the marketing of live animals will also contribueréasingthe

18 gullivan, 2009
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guality of Ethiopian meat, such as improving traceab#ifgtems, moving toward specialization of
cattleraising and improving feed, breeding and vaccination practices and improving the transparency
of livestock trading system# addition, the followingspecificactions are recommended for the meat
industry.

e Address quality concern$ Above all, end mars complained about the poor quality of
Ethiopian meat. In addition to improving the production and trade practices within Ethiopia
which will require uprootingvell-established systems atrdditions, the following steps are
necessary to improve quality:

o Improve conditions and slaughtering procedures at abatiolPsocedures should be
improved to minimize animal stress afuster sanitary practices that adhere to halal
certification therby minimizing the spread of bacteria or other undesirable foreign
objects on the carcass. Quality control systems should be introduced at every step of
animal / carcass handling

o Improve skill leved oftechnicians responsible for deboning, cuttingl grackaging
Technician training, investment in technology upgradesusedofbetter packaging
materials (tailored to end marketske necessary

o Improve cold chain and logisticsmanagemeni A number of investments are
necessary to improve the colthain, includinginvestment inr e f r i gresferat ed i
trucks, chill facilities at abattoirs chill facilities and transport procedures Bxle
Airport in Addis Ababa.

e Strengthen business relationshipgsimporters have negative opinions of Ethiopian business
ethics (viewingEthiopiansas opportunistic sellerand unresponsive to market demgnds
Instilling a greater degree oharketfocused professionalism inEthiopian exporers and
fostering relationsips with end market importers will be needed to build tfasd sales
volumes)over time.

e Improve branding efforts With improved quality achieved through the steps outlined
above, Ethiopia has to repair its damaged reputation and impoagemer awarenes$its
meat productsCompetitors of Ethiopian meat such as India, Pakistan, and Brazil undertake
aggressive promotional campaigns (and oftentimes provide export incentives). In order for
Ethiopian meat to be recognized asitsownprodt (and not of someone e
retailed on its own merits of quality at competitive prices, more aggressive makkating
(national)brandingis necessary.

24




LEATHER AND LEATHER PRODUCTS

MARKETSFORETHI OP ILBRAGISER AND LEATHER PRODUCTS

Export

Exports of Ethiopian finished leather are strong and growin@urrently export of leather is
increasing both in terms of volume, from USD 93 million in 2007 to USD 122 million in
2011'°0ne reason idueto theincreasing demand from tlieternational markstfor leather

i and in the case of Ethiopialeather from the skin of sheepAnother isthat the Ethiopian
tanneries have been investing in better technadmglydeliverinchigher quality productaith
much of this investment comingnse the Government began applying an export tax in 2008
on semifinished leather

Figure 4: Ethiopian Imports and Exports of H3L
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Informal activities in Ethiopian HSL industry are significant. lllegal traders smuggle out
raw skin and hide to neighboring countries to get higher price especially to Sordathere

there areChinese tannerigsst over the bordeifhe LMD research team learned thatréis

also a widespread belief in Kenya that shoes exported from Ethiopienteeng Kenya
illegally through the common border town of Moyale. The reportedly long import and export
procedures between Ethiopia and Kenya may contribute tpribtidem.

Knowledge of Ethiopian leather products is minimal at end market destinations
Although producers of finished leather products in countries such as Italy and China know
about the quality of Ethiopian sheep leatlvensumers do not.

Domestic

Growing domestic market for valuaddition of leather. Therearealso strong growtlrends

for finished leather in the domestic market from leather product manufacturers (largely for
export). This is partially driven by a recent government policy of levyimgxort tax of
150% onsemifinished leathewith the aim of increasing theoducig and exporof finished
leather. Prior to this policypeing enactedEthiopian tanneries exported sepnocessed
leather, particularly wet blue, pickle and crust large quantities. Such exports created a
shortage of finished leather available to libeal market, thereby discouraging vatedition.

1 UN ComTrade

21BID
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Domestic demand for finished leather products (shoes, bags, jackets) is low but growing.
Leather products are considered luxury items and are not consumed by the average Ethiopian
citizen. Howeverthe Ethiopian footwear market is increasing in $iz opportunity which

the Ethiopian shoe industry seem to be fully grasping Large volumes of low cost (and

low quality) new footwear from China and Turkey are being imported into Ethiopia, and
seond hand sports footwear &@so beingimported in illegal croskorder tradeacross the
EthiopiaKenyaborder competing withlocally manufactured footwear.

MARKET REQUIREMENTSAND ETHI| OFERAORSANCE

Ethiopian prices have increased iprice-sensitive marketsPrices ofleatherhave increased

over thelast several yeanget producers and consumers in target markets are price sensitive.
Ethiopian exporters are not keeping up with the changes in price requirccaersisag a los

of markeé shareto competitorsfrom China, Pakistan and Indidor instance Insufficient
supplies of raw material, low economies of scale amadficiencies in the supply chain for
hides and skinare driving factorén pushing up costs

Ethiopian exportersare not always able to delivexs promisedLeather products are subject

to the whims of the fashion industiya highly seasonal and evelnanging industry. Some
importers complained that Ethiopian producers are not always well organized and cannot
deliver orders as contracted oumporters of finished leather and leather products from
Ethiopia (particularly in Italy) complained about the lengthy process and time required for
both imports of raw materials into Ethiopia and exports out of Ethiopia. dllmving
example from Krinas (an Italian supplier of raw materials to Ethiopian leather manufacturers)
illustrates the typical problems incurred for imported items:

It takes around one month to get a license to import raw mateg@aatsessories, chemicals

and other inputs to the leather and leather products indystlye to the need for the
government to allocate foreign exchange for the import of goods from abroad. Krinas orders
and ships goods to Ethiopia (raw material needed to produce shoes) withim ate and

half months from the order being made by Ethiopia. Krinas usually waits until the import
license is issued by the Ethiopian government before preparing the order. So therefore, if the
Ethiopian company orders raw materials from Krinas on Japubr Krinas will order the

goods and consolidate the shipment between Februamatch 15 (with the period of
January 1 to the 31st being the time it takes to get the import license). The goods would then
be shipped to Djibouti and arrive around 10 Aprirhe goods would finally arrive in Addis
Ababa by the end of April. Krinas has experienced delivery times of as long as five months,
from the moment of applying for the import license to when the goods arrive in Ethiopian
factory.

Figure 5: Steps and Duration of Shipping Materials from Italy to Ethiopia

Stage 12 %deks6 7 89 10 11 12 13 14 15

Krinas of Italy applies for import license

Government of Ethiopia allocates foreign exchange and issues license

Krinas prepares goods for shipment to Ethiopia

Goods in Transit from lItaly to Djibouti

Goods transported to from Djibouti to factory in Addis Ababa

Sizes of Ethiopian skins are smaller thahosesought in export marketsThe average size

of an Ethiopian hide is 2224 square feet while the average European hide is about 50 square
feet; more than double the size of Ethiopian hides. A larger hide offbedtar cut valudand

hence more flexibility to produca wide rangeof products including upholstery leathier
theautomotive and household furniture producing indestr
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ETHI OPI A6 S ADS/AMN DRR®ORTUNITIESIN THE MARKETPLACE

e Ethiopian sheep leather is of high qualit{thiopia has one of the highest quality sheep
leathers in the international matkeith the main competitors being Pakistan, India and
Nigeria, all of whom produce and market leather of similar quality

e The quality of Ethiopian shoe production is gooBthiopiaproduceggood quality stitching
for shoe uppers and much of the leather and suede produced in the country effectively
competes with countries such as Bangladesh, particularly in European market for the classic
menaos bl ack shoe. Ma n u f a quirauimprovgment leefore the q u e s
country can compete in middle and higihd markets, particular the fashion market.

e Ethiopi abs hofliyestock prqvidel gtenitiatlynlargesource of raw materials.

With one of the largest livestock populationstive world, Ethiopia should essentially not
have any problem accessing sufficient raw material to feed into a thriving leather iridustry
but it does. Most tanneries are operating at less than 50% of utilized capacipraad
tanneries have even resortedmporting semjprocessed hides and skins to meet their market
demands.

COMPETING COUNTRIESAND THEIR ADVANTAGES

Ethiopia is competitive in the domestic market as well as in some regional and international markets.
Both Italy and Turkey, the two leadj producers of leather products in Europe, could be seen as
competitors to Ethiopialn reality, however, their leather goods industries demand so much leather
that they are also potentially large customers for Ethiopian tanneries and leather goods
manufcturers. For instance Italy imports more than USD 6 billion a year in leatidated goods

while Turkey imports over USD 2 billion per yeavluch of these imports come from Asia, but both
Turkish and ltalian investors have made investments in Eth&pleothers are exploring investment
opportunities.

The size of domestic Ethiopian footwear market is increasing in size but the Ethiopian shoe industry
seems to be unable to make full use of this opportunity. Large volumes of low cost, imported new
footwea from China and Turkey, and second hand sports shoes are imported in illegal cross border
trade via Ethiopid&enyan border and sold in the domestic market. These imported items compete

with locally manufactured footwear. However, local consumers are liegoaware that such low

cost imports are often of very low quality especially shoes imported from China.

INDIVIDUAL MARKET SUMMARIES

Kenyai Finished Leather and Manufactured Leather Products

Market opportunity and trends

The Kenyan leather industryoffers agood opportunity for Ethiopian tanneries to export finished
leatherfor use inKenyan footwear and leather goodisctories The Ethiopian tanneriesan compete
with others in the Kenyan market on price and qualitye challenge for Ethiopian tagmes is to
access enough quality hides and skins to produce enough leather for this export market.

Ethiopian shoe exports target the lower income group and have historically been suioc&ssiyh

and could grow. There is need to maintain the quafityhheproduct and remain price competitiie
compete in this market segmerit would also begossible to expand to other segments of the market
such as a) supplying shoesmiddle incomeconsumersb) marketsafety and worlboots c) shoes
that go withschool uniforms, and) leather garments argpecialtygoods including wallets, belts,
document casesndladies purses. The demand for these products is mainly ba&iisfied through
imports. Furthermoreas part of the East African Community (EABEnya could serve asgateway

to other East African markets such as Uganda and Tanzania.
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Market requirements

Maintaining product quality, remaining price competitive and customizing design to meet market
demandare key requirements to compete in the y&market Ethiopian leather manufacturers have
not conducted any market research or designed market ssdtemaintain and increase their market
share in KenyaSmall shoe manufacture do not have sufficient firdtand information about the final
consumers they are serving. Consequently, the shoeartia¢ing sold in Kenya are not based on the
tastes and preferences of the Kenyan consumedsmay not be effectively targeting the most
lucrative market segments

Additional market dynamics and logistics channel details are captured in Annex 6 of this report.

Turkey T Finished Leatherand Manufactured Leather Products

Market opportunity and trends

The Turkish leather industry is a net expodéfinished goodsand a net importeof raw materials.

The demand for finished leather by the leather products idisstmet by local production and
imports As the leather goods industry contisue expand, its demand for leather is increasing and
the industry is lookig for alternative sources of finished leather from its traditional suppliers like
Italy, China, India and Pakistan. This is the window of opportunity for Ethiopian tanneries to
penetrate tis largefinished leather market.

Ethiopian products that have market potential in Turkey include:

Finished lining for shagfrom cow, sheep and goat;

Goat suede uppefor the Turkish footwear industry.

Classic shoes for lower income segnsaritthe Turkish population; and
Fashion andvorking gloves.

Market requirements

High-quality finished leather from tannerie competitive prices Turkey is a welldeveloped

market that produces worltlass consumer products. They maintain strict international standards in

price, quality and delivery requirements. To succeed in this m&#egpian producers will have to

deliver at a level thaheets or exceeds that whichyheeet in other markei n whi ch t he cou
producers operate.

Although the Etlopian hair sheep skin hdme grain structure that makes it suitable for garment
production, the sheep nappa garmerurrently produced from Ethiopian sheep skinofslower
guality thanwhat is being used by the Turkish garment industry. Ethiopian tanners need to improve
the quality of their finishing and offer attractive priceg&inafoothold in this market.

Additional market dynamics and logistics channel details are captured in Annex 7 of this report.

Italy i Manufactured Leather Products

Market opportunity and trends

Italian leather product companies already have -giagding relationships with Ethiopianch view
Ethiopian exporteras having great potential to grow in the European market for finished leather
products,particularly shoesEthiopia imports raw materials (finished leather and accessories) from
Italy to incorporate into its leather productsmatacturing and often rexports finished products back

to Italy. There is great potential to grow the volume traded, but a number of challenges exist, largely
with respect to quality control, manufacturing management and techniques, and governmental
regdations and customs procedures.

Market requirements
Both imports of raw material into Ethiopisand expod of finished productrequire lengthy
governmental processes. It takee anonth to get a license to import raw matetiatis Ethiopia and
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a letter of credit, because the government of Ethiopia will only give an import license if there is
enough foreign exchangavailable and allocated For goods imported through Djibouti, the
Government of Ethiopia requires transportation of containers Bpbouti to one ofthe Ethiopia

dry pors via Ethiopia Shipping Lines (ESL), a governmemt and owned company. This company

is notorious for delay$ sometimegaking months after goods arrive into Djibouiefore they are
delivered to the consigneekthiopia

Additional market dynamics and logistics channel details are captured in Bfidis report.

MARKET OPPORTUNITIES

The Ethiopian leather industry has significant potential to becohigh&r volume andavorld class

supplier of high qualityfinished leather and leather products including shoes, garments, gloves and
accessories. Foreign investors have been incr
government of Ethiopia has made the leather and leather products value chaintlzentopg four

priority industries in the countrgue to itsl) strong backward linkages to the rural econpmy
contribution in alleviatingpoverty, and 3) its potential for increasing exports and hence the flow of

foreign currency into the economly.the industry players can moveeyond the challenges ochw

material quality and supply, the Ethiopian brand of leather production has unlimited potential for
growth in the coming decade.

¢ Improve quality of hides, skins and finished leathérThe Ethiopian HSL industry should
aim to improve the quality of its hides, skins and finished leather along the following lines:

o Improwe technology for splitting hidewhich will not only improve the quality, but
alsoredue@ costs Improving extension systems for backyard slaughtering / hide sales
may also be usefifl it could be delivered in aosteffectivemanner

o Improveworkforceskills in tanneiesi Provide training to the tannery workforce in
properfinishing techniqgueand management practices.

0 Take actions to improve control of diseases, especially @éd#dough the industry
and government have tried addressing this issue in the past, the problem has not been
resolved and firm action must be taken to address thisrmpejblem.

e Improve quality of manufactured leather product$ Ethiopia needs to improve its
production techniques through technology upgrades, establishing warehouses with spare
parts, andmprovedtraining of theworkforce. .

0 Technologyupgradesi According to Italian importers, Ethiopian factoride not
prepare the piecefor stitching well because they doot always use the right
equipment.

0 Spare Parts- Ethiopian factoriegarely have spare parts in the counteguiring
anywhere from 6 to 1®&eeks tamport spare partehen machines break down. The
industry could join forces to establish a warehouse of supplies and common spare
parts to improve recovery time when machines break down.

0 Technical knowledgeé Repais of machinesare inefficientnot only due to the lack of
spare partand tools but alsodue to thelack of technicalknowledgeon how to
operateand repaithe machines

o Develop customized marketingstrategies perend market and market segmenti The
Ethiopian kather setor must develop well researched and thowghitmarket entry(and
maintenance)strateges to gain market sharen targeted end markets. The market
opportunities for export of leather products from Ethiopia should be further researched to
furtheridentify products that have market potential, market segments to target, understand the
trade channels, identify major players and design marketing strategy to penetrate the market.
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Such market research should also help to identify major companies in the clmaiaravh
willing to source leather products from Ethiopia and establish business relatigdshgrally
there is a lack of understanding of fashion conceptshandconsumer preferenceshape
what is produced bEthiopian leather products manufacturers.

o Improve domestic marketing channels for raw hide and skin collebgigoutting in
place appropriate means of transportation, storage as well as marketing systems.
There are logistics problem with sourcing hides and skins from rural areas that lead to
high transaction costs. There isarganized supply collection system

Reduce / streamline cumbersome government regulations for imports and exports of
leather products The Government of Ethiopia requires licenses for both imports and exports
of goods, even for small amounts of inputs required to produce sample sisiffonguttential

buyers. These reportedly take approximately one month to obtain. There are also reported
delays at customs even after obtaining the proper licenses. Cumbersome ayuh§ureing
government regulations indirectly encourage illicit tramferaw skins, hides and leather
products. One Chinese tannery has set the precedent of developing an agreement with the
Government of Ethiopia permitting that Chinese goods cannot stay in customs any longer
than one day. Finally, the government requinette transport all goods from Djibouti to the
Ethiopia dry port via Ethiopia Shipping Lines (ESL) is not efficient and needs to be relaxed to
allow more competition into this market to provide transport and logistics services.

Actively pomote Ethiopianfinished leather and leather products at industry trade shows

and targeted engnarket destinations such asufkey, Italy and Kenyai Knowledge of
Ethiopiarbrandedeather products minimal at end market destinations. Efforts torpoie
Ethiopian produats could be an effective strategy to raise awarenessnarehse market
share Some of therade shows of interest are the leather products trade show in Bologha
(May and October) and other smaller trade shows in Italy in March, September, January and
June. Turkey also holds leather products trade &aics East Africaalso has a number of

trade fairs. Trade fair participation and trade missions could / should be organizéakeby
Ethiopian Leather Industry Association and supported by USANID.
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DAIRY (DOMESTIC ANAL YSIS ONLY)

MARKETS FOR DAIRY

Et hi opiabs mil k mamdste.t Thereas seame ecodsoedarttrada, | maiply d
informal in nature.

0 Metema/Sudanrouteend markebost |l y cowds mil k i mports f
o Dire Dawa / Djibouti route end markeThere is no formal legal export trade in dairy

products by this routetbt s ome camel 6s mil k is formall
the Togochalle route.

Jijiga/Togochalle / Somali Land route end mark&8 si gni fi cant amount
milk exported via this route, both formally and informally, for Somali consumption.
Formal( | egal ) export of camel dés mil k is on a
day, at a price of USD 0.081/liter. In the 2011/12 fiscal year, a total of 1,180,332

liters of milk was legally exported and USD 146,070 earned from this export market.
1,019,49 liters of camel milk were exported in the last six months of the current

fiscal year.

Per capita consumption of dairy is very low in Ethiopiwell below international benchmarks.

At 19 liters per annum, per capita, annual milk consumption is well bidewvorld average of

105 liters and the African average of about 40 litersA brief survey conducted for this EMA
across four cities showed wide variation in consumptionAddis Ababa has the highest
consumption, at 51.83 liters per capita, while Dire Dawa, Awassa and Bahir Dar average only

4.42 liters per capit&.
Various factors act to depress demand for daiogpcts:

0 Many middle and lowncome consumers interviewed sthtéat price of milk is

very high, and that they are finding it increasingly difficult to purchase milk and milk
products. About 92% of the cafass/hotels and 91% of conmers interviewed téd

very high price of dairy products as a major challenge. Raw milk purchased in urban
areas costs-T4 ETB/liter (USD $0.3%0.76)>* Pasteurized milk can cost more than

16 ETB (USD $0.87) per liter, which is unaffordable for most houseRblds.

Fluctuations in the demandfor milk and other dairy products, because of the
various fasting periods, during which Orthodox Christians (comprising 43.5% of the
population, 59.1% in Addis Abaffwho are observant will abstain from consuming

all kinds of animal prducts. Demand drops during the long fasting seasons of
Kudade (55 days, usually in March/April) andrilseta (16 days, in August).
Wednesdays and Fridays of every week are also fasting days. There about 200 fasting
days in a year.

Producers report a 50%ap in their milk sales during the major fasting periods.
During these periods they process milk into butter and cheese, which have longer

2LEAOSTAT

% Because of the small sample size the surveys conducted for this dairy end market analysis should only be

considered to be indicative.

% Because of the relatively small sample size, this data should only be considered as indicative of consumption

patterns.

2bid.

% LMD Research, 2013
% CSA, 2007
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shelf lives and can be sold after the fasting period. Both milk and other products are
sold at significantly loweprices during this period.

o In the highlands milk is traditionally considered to be a food item which is essential
only for babies and convalescent persdissnutritional benefits for adults tend to
be overlooked As a result, the value attachedtom@ilk consumption is 1

e Most milk is marketed informally. Estimates suggest that 90% of the milk supplied to the Addis
Ababa market and 95% to the national market passes through informal marketing chatinels
unprocessef.

o Dairy products reach the consumer through several market channels:

o Smallholder producerssell their dairy products directly to consumers in nearby
neighborhoods and towns, or indirectly through other intermediaries, such as collection
cooperatives andrpcessors (the latter buy the milk at temporary collection centers
located along major highways passing near villages).

o0 Urban and periurban producers sell directly to processors, cafeterias, hotels,
supermarkets and retail shops, or to cooperatives.uitien and petirban production
systems includes many marketused smallholder producers located close to and
supplying urban centeiismost importantly, Addis Ababa. Thedairy farms distribute
fresh milk to processors, cafeterias, hotels, supernsarked retail shops. There are
approximately 3,000 such smallholder dairy farms around Addis ABabéore
productive, progressive smatale farmers in the various milksheds sell their milk to co
operatives and commercial milk collectors and procesSors.

0 Cooperativessell milk and milk products to processors, cafeterias, hotels, supermarkets,
retail shops or final consumers. Dairy production and marketing cooperatives collect fresh
milk either from their members or other small holder famers in theirardaesell it to
processors, cafeterias, hotels, supermarketiail shops or final consumers. In 2010 there
were 114 primary dairy cooperatives and 8 dairy unions operating in Addis, Lake Tana,
Mekele and Humera milkshed.

o Commercial producersell tolarge processors. Specialized, commercial dairy farming is
concentrated in the central highland plateau. The farms are mostly located around major
cities and towns with high demand for milk and having population of more than £6,000.
Commercial dairy farmrs usually sign annual contracts to supply fresh milk on a daily
basis by directly transporting it to the
processors (like Sebeta Agro Industry PLC and Timret Agro Industry Share Company)
also have their owdairy farms as sources of fresh milk supply.

0 Processorsdistribute their milk and dairy products to retail shops, supermarkets,
restaurants and cafes and hotels located in major urban centers. In 2010 LOL estimated
that there were more than 2500 kioskad many milk shops, selling milk and milk
products®

Land 06 Lakes, Inc., 2010
% Addis Ababa Urban Agriculture Office

29 LMD research 2013 and MoARD, 2008

% and OéLakes, Inc., 2010
3 bid

32 |bid.
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MARKET REQUIREMENTSAND THE VAL UE PERFORMANCE

e Urban markets receive insufficient quantities of millRroduction and logistics constraints limit
the supply of milk:

o Low productivity levelscaused by limited use of crossbred cows, and poor feeding and
other management practiceShortages of milk are more severe during the dry months of
April and May. Also, the low fat content of the milk yields relatively small portions of
butter and chees(e.g.: 25 liters of milk yields only one kg of butter and two kg of cottage
cheese).

o Urban expansiorof Addis Ababaand other cities and towns have crowded out dairy
farms and providers of feed supply.

0 There are few large scale commercial dairy farmghie countryLarge producers have
the ability to invest in productivity and in logistics, and to achieve economies of scale.

0 Because of the low productivity per cow and logistics barriers in getting the product to
market, most production is consumedha household levelOf the total national annual
milk produced in 2011/12 production year, only 4.69 percent was sold to the market; the
rest was used for household consumption (46.61%Kjinith wage payments (0.35%) and
other purposes including prodigoi of butter and cheese (48.36). On the other hand,
34.46°g% of butter and 12.96% of cheese produced in the same period was supplied to the
market”.

¢ Milk Quality is often not maintained, and not trusted by consumerd.ong transport
distances, use of lociansport, the time required to reach market, and poor handling result in
reduced milk quality, contamination and spoilage. Up te32% of milk is spoiled or
otherwise lost! There are reported cases where smallholder producers and collectors and/or
their employees will mix water (which in itself may not be safe to drink) to increase the
volume. There is only a very limited cold/chill chain in the form of refrigerated trucks or
cooling centersAlso, manyretail outlets are not adequately equippedhwioling facilities.
There are no mandatory Ethiopian standards related to dairy production and processing. Non
mandatory Ethiopian standards exist for: Unprocessed whole/raw cow milk (ES 3460: 2009),
Yoghurt and Sweetened yoghurt (ES 3468:2009), Crg&8 3466:2009), Butter
Determination of moisture (ES ISO 88%0-1: 2009), norat solids and fat contents
(Routine methods) and Pasteurized liquid milk (ES 3462:2009). However, these standards
are reportedly not complied with by any of the producingherprocessing firmsCurrently
there are no 1ISO or HACCP certified domestic dairy producers or processors operating in
Ethiopia.

e Domestically processed milk products are considered to be of suspect quality, and inferior
to imported productsThis is dueto concerns about spoilage, adulteration and contamination
ri sks during transportation and handling.
dairy products.

o Dairy productsare often sold without conforming to packaging and labeling requirements.
All major dairy processing firms pack and label their products in line with the mandatory
Ethiopian standard for the labeling of prepackaged foods (ES 359:2006). Howewver, non
formal milk sales typically do not adhere to this standard.

e Milk is unaffordable to many,especially to the middle class and populations at the base of
the pyramid.

33 CSA, 2011/12, Agricultural Sample Survey Repor@op And Livestock Product Utilization
% Felleke et al, 2010
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e VAT and import duties add tohe cost of milk and milk products.Conversion of milk to
butter, yogurt and cheese is considered to be aaddéion, and is subject to a %bvalue
added tax (VAT). High import duties are imposed on the import of equipment, improved
breeds, and other inputs.

¢ Milk avalability is inconsistent- Maintaining continuous supply of the required types and
guantity of products to customers is also an area of coricéecrause of inefficient and
unreliable milk supply systems.

PROSPECTS FOR MARKETGROWTH

¢ Demand is expected to increase oviene, paticularly in urban areas. Population growth,
urbanization and rising income levels will all contribute to greater demand for milk and milk
products. A 2010 analysis projected that urban andupean demand for milk and milk
products will increase drartigally through 2020, and beyoridl. This demand was estimated
to increase by 37% (low estimate) to 148% (high estimate, with nationwide consumption per
capita of 27 liters).

COMPETITION TO THE ORMAL MILK VALUE CHA IN

e Ethiopia is a net importer of dairy ducts. The value of imports of dairy products (in
ETB) increased by almost 140% during the period (Table 986 The volume of
imported dairy products reachetB29 MT in 2011 (mostly milk, but also cheese and
butter)37 A number of imported dairproducts are available in Ethiopian supermarkets and
retail shops. Imported dairy products mainly used to include powdered milk, ghee, and
various varieties of cheese. More recently imported homogenized/UHT milk, which has
longer shelf life, is also beinghportant and is sold in some supermarkets at very high prices
(50 birr per liter, more than double of the price of locally produced pasteurized milk).

e Quality considerations c¢ hallhperteddairylprodudtsanei ads
viewed byconsumers as being of better quality and safety than Ethiopian products.

e Milk purchased through informal channels is less expensive than processed milk.
Processed milk must compete on the basis of a number of factuality, availability,
packaging angbrice.

Table 9: Imported Milk and Milk Products (KGj

Product 2005 2006 - 2007 2008 2009 2010
Cheese 1,717,567 | 2015,762 2,806,279 | 3,345,196 | 2,008 2,562,465
Butter 101,677 302,830 503,183 819,724 193,716 1,427,421
Yoghurt &

other butter| 308,643 4,432,118 | 1,016,963 | 1,512,661 | 303,559 226,742
milk

Milk and

cream 46,823,409 | 63,035,855 | 48,546,567 | 77,191,210| 99,852,788 | 114,343,334
Total 48,951,29 | 69,786,565 | 52,872,99 | 82,868,791 100,352,071 118,559,962
®Land O6Lakes, Inc., 2010

* Ibid.

3" UN Comtrade, 2011

®¥Et hi opian Customs Authority as cited in Land O6Lakes
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MARKET OPPORTUNITIES

Promote increased consumption to grow sales and encourage supplfudvertising, and
building awareness of nutritional benefits, should contribute to growth. Improving
availability and quality will also build demand.

Improve the quality of the milk to develop consumer confidence and grow the market.
Improved quality sbuld also encourage substitution of locally produced and processed milk
for imports. Amongst other actions, improving collection, handling and transport, cold chain
and enforcement of standards will all contribute to quality improvement.

Lower costs (andhence prices), to improve affordability and grow the market. Costs can

be reduced by, amongst other means, improving yields, reducing waste and spoilage, and
improving economies of scale in production, logistics and processing. Improvement of
relation$ips between producers and processors can be a vehicle for lowering costs and
improving quality - for instance to ensure collection, cold chain, embedded services and
guality management.

Introduce new products and packaging that cater to the consumptiorpatterns of
different consumer segments, that extend shelf life, and that meet the price points of
middle and low income customers. Smaller packaging, single use packaging, reaey

drink packaging and similar products can improve affordability and ¢efgumers avoid
spoilage. Products such as UHT and powdered milk will be alternatives to consumers without
refrigeration.
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ANNEXES
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ANNEX 1: ETHIOPIA EX PORT AND IMPORT DATA BY VALUE
CHAIN

Table 10: Ethiopia Trade Datfor Meat (HS 02), 201

. Mea

Imports Exports
Market Value Market Value
TOTAL | World $ 297,872.00 World $ 77,210,231.0
1| USA $ 117,795.00 UAE $ 43,781,550.0
2 | Australia $ 56,024.00 Saudi Arabial $ 23,185,089.0
3| ltaly $ 41,308.0¢ Angola $ 3,774,428.0
4 | South Africa| $ 32,502.00 Egypt $ 1,780,160.0
5| UAE $ 32,183.0( Bahrain $ 1,309,232.0
6| China $ 4,964.0( Turkey $ 948,657.0
7 | Saudi Arabia $ 4,635.00 Kuwait $ 863,722.0
8 | Belgium $ 3,659.00 Germany $ 424,623.0
9 | Netherlands| $ 2,969.0¢ Comoros $ 322,854.0
10| France $ 1,151.0¢ Viet Nam $ 296,556.0

Table 11: Ethiopia Trade Data for Live Animals (HS 01), 2011

YEWATNELS

Import Export
Market Value Market Value
TOTAL | World $1,907,443 World $ 190,357,050.0
1| Netherlands| $ 918,167.0¢ Fmr Sudan | $ 68,595,915.0
2 | South Africal| $ 452,204.0¢ Somalia $ 45,318,941.0
3 | Israel $ 288,005.0( Egypt $ 36,524,447.0
4| Kenya $ 112,001.0¢ Djibouti $ 10,409,316.0
5| USA $ 37,607.00 Saudi Arabial $ 7,746,818.0
6 | Belgium $ 33,575.00 Yemen $ 6,335,939.0
7| France $ 31,659.00 UAE $ 5,658,517.0
8 | India $ 12,671.0¢ Jordan $ 4.606,659.0
9 | Iceland $ 8,879.0( Lebanon $ 3,176,681.0
10 | Mexico $ 6,600.00 Kuwait $ 1,270,317.0

39 UN ComTrade. All subsequent trade data tables are sourced from UN Comfltesteotherwise noted.
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Table 12 Ethiopia Trade Data fddides, Skins and Leather (HS 41), 2011

Hides, Skins & Leather

Import Export
Market Value Market Value
TOTAL | World $ 388,431.00 | World $ 122,712,875.00
1 | Ethiopia reimport $ 243,889.00 | ltaly $ 39,438,876.00
2| Shna Hongkong | g 53 763.00 | China $  27,490,501.00
Malawi $ 35,142.00 | India $ 16,850,639.00
China,
4 | China $ 26,841.00 | Hong Kong | $ 15,089,389.00
SAR
. United
5| Pakistan $ 14,235.00 Kingdom $ 11,718,439.00
6 | Germany $ 7,599.00 | Indonesia | $ 2,485,593.00
7 | Iltaly $ 5,225.00 | Germany | $ 1,766,968.00
8 | France $ 1,848.00 | Turkey $ 1,293,379.00
9 | Denmark $ 868.00 | Romania $ 1,092,935.00
10| Japan $ 20.00 | Thailand $ 641,294.00

Table 13 Ethiopia Trade Data for Leather Products @£, 2011

Leather Products

Import Export
Market Value Market Value
TOTAL | World $ 7,330,858.0( World $ 675,654.0(
1| China $ 6,214,046.0( Germany $ 421,784.0(C
2 | India $ 299,588.0( USA $ 78,236.0(
3 | Senegal $ 145,982.0( Italy $ 58,047.0(
4| Viet Nam $ 114,957.0( Hungary $ 57,829.0(
5| United Kingdom| $ 94,005.0( United Kingdom| $ 35,914.0(
6 | Thailand $ 88,833.0( Canada $ 5,907.0(
7 | UAE $ 65,159.0( Kenya $ 2,687.0(
8 | ltaly $ 51,022.0( South Africa $ 2,650.0(
9 | Turkey $ 31,958.0( Ireland $ 2,196.0(
10| USA $ 31,280.0( Botswana $ 1,901.0(
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Table 14: Ethiopia Trade Data for Dairy Products (HS 04), 2011

Dairy Products

Import Export
Market Value Market Value
TOTAL | World $ 10,623,625.0( World $ 3,235,189.0
1| Netherlands | $ 3,634,275.00 Fmr Sudan $ 1,722,523.0
2 | Ireland $ 2,248,932.0( Djibouti $ 527,780.0
3 | France $ 941,240.0{ Norway $ 455,170.0
4 | New Zealand $ 899,002.0¢ Somalia $ 176,148.0
5| Denmark $ 384,188.0( United Kingdom| $ 109,547.0
6 | Saudi Arabia| $ 351,865.0( Saudi Arabia $ 77,141.0
7 | Germany $ 350,592.0{ Botswana $ 41,834.0
8 | Belgium $ 326,751.0( Kuwait $ 41,523.0
9 | China $ 297,278.0¢ Yemen $ 31,331.0
10| UAE $ 215,165.0( South Africa $ 20,886.0

39




ANNEX 2: ANGOLA SUMM ARY MARKET ANALYSIS FOR
LIVESTOCK PRODUCTS
TRADE DATA

Table 15: Angola Trade Data for Meat (HS 02), 2011

Meat
Imports Exports
Market Value Market | Value
TOTAL | World $ 749,588,000 n/a n/a
1 | Brazil $ 302,663,00( " "
2 | United States of Americ{ $ 208,345,00( " "
3 | Portugal $ 36,799,00( " "
4 | Netherlands $ 28,744,000 " "
5 | Paraguay $ 19,904,00C " "
6 | Belgium $ 14,533,00( " "
7 | Mexico $ 11,523,000 " "
8 | Canada $ 7,650,00( " "
9 | Spain $ 5,633,00( " "
10 | Turkey $ 2,312,00( " "

NB: Imports based on partner reporting; no export data available

EXPORT HISTORY

Beginning in 201CO0mportMompany has imported a toialyoh 8 scontainers of

frozen beef from Ethiopia. The Angolan army is o
MARKET SIZE AND TRENDS

At $8, 700, per capita income in Angol aaes high

growing. According to the Economist, Angol abs a

2010 wasl1.1 percent?

Meat: Meat production in Angola is very low. There is only one sisedlle (government)
slaughterhouse in southern Luanda, whichgiéers about 15 to 20 animals daily. The meat is used

for barbeque and grilled meat consumption, and not processed. Most imported meat from abroad is
frozen and/ or processed. Angol ads countryside
populationis not very high.

0 < http://www.economist.com/blogs/dailychart/2011/01/daily_chart>
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Angolans typically eat meat at least once a day, most of which is imported ($750 million in imports in
2011). Imports of meat increased by 65% between 2009 and 2011. There is sufficient demand and
interest from importers to increasaports of Ethiopia frozen beef. However, quality concerns must

be addressed to ensure lelegm growth. Prices must also come down relative to quality.

The Angolan national army is a heavy consumer of frozen beef and maintains a daily demand of
1,800M. Frozen meat sells in Angola shops between USD 11 and USD 27 per kilogram, depending
on the cut and quality. The price of a kilo of frozen beef from Ethiopia was USD 3.85. As indicated
in the table below in 2010/11, meat exported from Ethiopia to Anbak never exceeded 1,414.6
metric tons with a value of USD 4.8 Million.

Grilled meat is common in Angola. The per kilogram price of grilled meat can range from USD 20 to
USD 40 depending on whether it is purchased from aginidstand or a milkvel hotel.

Leather and leather product#ngola has hot climate for most of the year, and as such, consumers
generally do not use leather products, and instead wear light clothes. When interviewed, garment and
leather product marketexpressed little interest in leather products. A sister company of an Ethiopian
meat importer tried to market Ethiopian leather products by showing samples, but there was little
interest. The LMD research team also brought samples of shoes, but &isedditle market
interest. This suggests that there is no substantial opportunity for Ethiopian leather or leather products
in Angola. The local abattoir discards the hides and skins after meat is collected.

KEY MARKET SUCCESSACTORS AND E BSHER6ECRMARCE

Market specifications and legal requirements for meat are quite relaxed compared to Middle Eastern
markets. Meat should be of quality that is tender and hygienic; packaging materials simply need to
protect contents. As the primary imported preidin Angola is frozen meat, Ethiopia needs to
improve its cold chain logistics to deliver a product of good quality.

Mr. Adatiya reported that the quality of Ethiopian meat has deteriorated and must overcome a number
of setbacks. Mr. Adatiya contendsat Ethiopian meat has a high moisture content that makes it
difficult to cook. He also says that it is comparatively low in protein, containing a higher ratio of bone
to muscle. Since Ethiopian cattle are slaughtered in old age after years of serviaggas animals,

the meat is less tender and requires longer cooking times. Mr. Adatiya also indicated that the meat his
company has imported from Ethiopia has not been packed properly.

Frozen meat producing export abattoirs use poor quality animals ardrésulted in a negative
image of Ethiopian meat in the Angolan market. Mr. Adatiya believes that Ethiopian Borena cattle
would be of sufficiently high quality for the Angolan market, but the price is currently very high.

Table 16: Beef Prices in Angola (USD)

Supermarket Roadside (Grilled) Mid-Level Hotel High-End Hotel

(Grilled)

(Grilled)
|$11i 27/kg  $20i 27/kg __ $20/kg $40 / kg $90/ kg
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COMPETITION

Angola imports meat largely from Brazil, USA, India, Uruguay, Portugal and Argentina. As
mentioned above, importers complained that Ethiopian meat is lower in quality than that from other
countries.

Key informants indicated that frozen beef earns a hétdil premium. Frozen beef from Paraguay and
Uruguay are imported at a cost of USD 3.3 per kilogram, while the retail price in a supermarket is
between USD 11 and 27.

LOGISTICS

Meat is transported to Angola via air transport and sold through wholesatarsleveloped cold
storage facilities for retail to supermarkets, butchers, roadside markets and restaurants.

Flights from Addis Ababa to Luanda are 4 hours. Ethiopian Airlreesegulaty scheduled flights
to Angola*

OPPORTUNITIES

Discussions vih local importers revealed that they would be open to purchasing meat from Ethiopia,
provided they could be assured of a consistent supply of sufficiently high quality meat.

One possible advantage in the mar kheefistoasderedi s c or
fi o r g & fnek @nge grazing.

MARKET ACTORS/CONTACTS

There are a limited number of meat suppliers in Angdla. Zull Adatiya and his partner Ms. Elini

are meat importers and were consulted for this stlidgy are senior Angolameat buyers with more

than 20 years of industry experience, and know Ethiopia and its meat products. Mr. Adatiya supplies
meat to the Angolan Army. The Army has consumed Ethiopian meat in the past, but stopped buying
because of the decline in Ethiopiarah quality.

The LMD team also interviewed Mr. Mahir, a supermarket proprietor, and Mr. Zelalem, an importer
of Middle Eastern goods. The team also visited one supermarket, one wholesaler, one retailer shop,
the local slaughterhouse and restaurants.

“1 <http://www.ethiopianairlines.com/en/booking/timetablex.aspx?departCity=L HR&destCity=LAD> accessed
4/5/13
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ANNEX 3: EGYPT SUMMARY MARKET ANALYSIS FOR
LIVESTOCK PRODUCTS

TRADE DATA

Table 17: Egypt Trade Data for Meat (HS 02), 2611

Imports Exports
Market Value Market Value
TOTAL World $947,386,459 World $7,493,600
1 Brazil $445,707,42C Kuwait $3,774,790
2 India $244,271,337 Viet Nam $856,741
3 USA $204,322,572 UAE $790,779
4 Australia $19,841,909 Qatar $520,587
5 Colombia $7,978,745 Libya $389,855
6 New Zealand $7,072,544 | China, Hong Kong SAR $294,316
7 Canada $5,602,082 Lebanon $180,043
8 Poland $3,668,380 Bahrain $160,336
9 Denmark $2,671,539 Jordan $89,248
10 China $1,279,921 Syria $74,086

Table 18 Egypt Trade Data for Live Animals (HS 01), 2011

YEWATNELS

Import Export
Market Value Market Value
TOTAL World $101,800,072 World $12,583,608
1 Djibouti $29,682,506| Saudi Arabia | $5,452,796
2 Australia | $16,796,547 UAE $4,380,221
3 Germany | $15,538,522 Kuwait $1,905,822
4 Croatia $15,321,802 Libya $209,751
5 Ethiopia $14,722,940 Jordan $141,960
6 Netherlandg $7,816,793 Qatar $104,215
7 Hungary | $1,339,343 Lebanon $99,107
8 Romania | $516,233 Fmr Sudan $76,820
9 Ukraine $37,976 France $45,041
10 Libya $26,905 USA $37,086

42 UN ComTrade
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Table 19: Egypt Trade Data for Hides, Skins and Leather (HS 41), 2011

Hides, Skins and Leather

Import Export
Market Value Market Value
TOTAL World $13,741,949 World $152,274,390
1 Spain | $3,830,851 ltaly $39,386,215
2 Lebanon| $1,902,876 Spain $36,048,347
3 Libya | $1,381,531 Portugal $34,539,209
4 ltaly $1,226,644 India $16,326,920
5 Slovenia| $899,840 Turkey $6,316,076
6 USA $768,935 | China, Hong Kong SAF $6,280,024
7 Iraq $738,237 China $4,836,389
8 Brazil $508,142 Indonesia $1,978,313
9 Canada| $505,788 Tunisia $1,331,373
10 Germany| $339,426 Rep. of Korea $963,756

Table 20: Egypt Trade Data for Leather Products (HS 42), 2017

Leather Products

Import Export
Market Value Market Value
TOTAL World $46,630,890 World $6,300,365
1 China $34,388,845 Italy $2,811,492
2 United Kingdom $2,060,797 India $767,124
3 Turkey $1,947,022 Portugal $339,598
4 Germany $1,314,296 Belgium $289,050
5 Italy $1,114,175 Greece $276,008
6 Spain $1,018,614| Saudi Arabia | $264,884
7 United ArabEmirates | $655,124 Jordan $224,257
8 India $453,142 Spain $145,521
9 China, Hong Kong SAR  $443,494 | United Kingdom| $145,344
10 France $428,453 Yemen $112,184

EXPORT HISTORY

The Egyptian market has been flagged as a growth opportunity for both live animal and meat exports.
Egypt and Ethiopia maintain good relations and diplomatic efforts are being made by both sides to
increase trade flows. The current value of trade betweitwo nations is about USD 150 million.

Of this, the majority of the trade was comprised of higher value manufactured Egyptian products, thus
leaving a trade gap between the two nations.

Ethiopia has been exporting both meat and live animals to Eggpe 2005. LMD interviews
revealed that Egyptians like the taste profile of Ethiopian beef. Amalmisr is one of the primary
exporters of camel to Egypt. Pan Afric Trade has been a major buyer of Ethiopian live animals. They
had expressed interest in s@dizing in importing Ethiopian cattlehowever they ceased import
activity in August 2012 due to price escalation.

“3UN ComTrade and International Trade Gerifrade Map
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Egypt exports crust and finished leather. There is interest among leather goods manufacturers for
Ethiopian leather, which they perceivesilzeing of a high quality. However, hides and skins exports

to Egypt ceased in 2009, when the government of Ethiopia imposed a tariff of 150% on the export of
wet blue. Ethiopian manufacturers do not have experience selling finished leather to Egypt.

MARKET SIZE AND TRENDS

The Egyptian market mainly demands cattle younger than two years old and weighting between 220
230 kg. Animals up to five years old are occasionally acceptable in periods of high demand. Egypt
importedUSD 100 millionof live animals anaverUSD 1 billion of meat in 2011, whereby Ethiopia
contributed tdl4% and <1% respectively.

There is already a developed taste in the Egyptian market for Ethiopian meat. Rather than frozen
meat, the local market prefers deboned fresh and tender andlatithat maintains its color for two

weeks of shelf life. In 2009, Pan Adric imported a shipment of Ethiopian meat was detained due to
rumors of disease threat. While the threat was eventually disproven, the negative reputational effects
arestillfetaad Pan Afric only imports | ive animals wunt
beef, demand for sheep and goat meat spikes during Muslim holidays.

Within Egypt, there are thousands of retail outlets. Ethiopian meat is distributed through&8350t
retail outlets in Cairo under the supervision of the publicly owned Food Industries Company (PIC).

Egyptian manufacturers regard Ethiopian leather as being of high quality and demonstrated an interest
in importing leather from Ethiopia, were it not for the prohibitively high price.

KEY MARKET SUCCESSACTORS AND E BSHERFPRMANCE

Egypt 6s diogrégyirentent & rthat the meat will always have to be identified from where it
originates. Fortunately, Egyptians like the taste of Ethiopian meat and Egyptian importers have
expressed interest in increasing their Ethiopian meat imports. Howeveratwegeveral barriers that
prevent a consistent supply of quality meat and an efficient means of getting to Egyptian markets.

The Egyptian market is very prigensitive. The escalating price of live animals from Ethiopia, rising
from USD 1,500 to USD 1,T0per ton resulted in reduced demand among Egyptian importers, who,
according to LMD interviews, considered a price of USD 1,600 as more reasonable.

Ethiopian Borena cattle and camels are the most highly regarded and Ethiopian beef is sold along with
Sudanese and local buffalo meat at LE 40.00 (USD 5.85) per kg, which is the highest price offered for
meat in the retail market.

Despite the high retail price, importers pointed to several factors that affect quality. These include an
inefficient transport sstem; fluctuations in the tenderness of meat due to insufficient quality feed,
lack of skilled manpower for deboning, cutting and packaging meat; an absence of commercially
oriented animal husbandry; and lengthy lead times between traders taking ordesscking
animals.

Currently, Ethiopian animals are typically fattened only at old age after being used for traction. This
results in stiffness of meat and low meat density around bones. Importers recommended that animals
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need to be fed from their earlyage of growth to attain their maximum growth potential in a short
period, and that animals should be specifically bred and fed for meat.

COMPETITION

Brazil, USA and India are the primary suppliers of meat to Egypt. Collectively, they account for 94%

of Eypt 6s of ficial me at i mports in 2011. For me &
immediate competitor, though an estimated 1,000 head of cattle are illegally exported from Ethiopia

into Sudan each day, potentially accounting for a significant prap0 on of Sudandés exp
As noted above, Sudanese and Ethiopian meat yield much higher prices than other imported meat.

The current price of deboned and chilled meat from Ethiopian animals is LE 40.00. Frozen meat from
Brazil and other countrids sold at LE 26.50 (USD 3.88).

LOGISTICS

Live animals are transported via Djibouti on maritime vessels which are either owned by importers or
their regular transport service providers. The trip takes 16 days, including eight days for transporting
from Adama to Djibouti, where they are quarantined, and eight days for sea transport.

Egypt maintains a strict control on the importation of animals and meat. Before the animals and meat
are exported, animals must be kept in quarantine for 21 days and the E@aiizcil of Scientists

sends a team of veterinarians to inspect the health of animals and the slaughtering and packing
processes before approving import. Mainly, the inspection is for Foot and Mouth Disease (FDM).
Even though this disease is endemic infiEgthey take care not to introduce new strains. The animals

are also quarantined and slaughtered at the port of unloading to avoid any possible disease
transmission. After the animals are slaughtered, the importers sell to designated wholesalers who are
mainly the Army and the publicly owned Food Industries Company (PIC). There are two main
guarantine stations and slaughterhouses, one belonging to the army and the other one to Pan Afric
Trade, the main importer of Ethiopian cattle. Camels are not kepanatine.

Pan Afric Trade is fully sourcing from Ethiopia. They have the capacity to import 2,300 cattle in one
shi pment with the companybds own ship, and ot her
guarantine in Suez has the capacity tadi®b00 cattle, and the slaughterhouse has the capacity to
process 150 cattle per shift.

Exporters usually receive orders to collect animals before the importer comes to buy. However,
negotiation takes place on the spot after the animals are collected.

Fresh meat is transported via air freight, either via Ethiopian Airlines or Egypt Air. Importers prefer to
use Egypt Air due to the significant price difference. However, some complained of deliberate delays
at the Addis Ababa airport whehey do so. Talde 19 below includes several transport modes and
prices.
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Table 21: Transport Price from Ethiopia to Egypt (USD)
Type of Type of Ethiopian Airlines Egypt Airways Road

Product shipment Transport
Live FOB Djibouti | NA NA 1.80/kg
Animal
Fresh meat | FOB NA 5.50/kg

(Frozen)
Leather CIP 1.92/kg for 100" 500 kgs | 3.70/kg for 100" 250 kgs NA
1.72/kg for >500 kgs 3.50/kg for 250" 500 kgs
3.35/kg for 500" 1,000 kgs
2.95/kg for >1,000 kgs

Private importers are in charge of importing meat. These importers either sell meat to the military,
which has its own distribution outlets to the public, or to a public sector distribution company named
Food Products Holding Co. These wholesalers dig&ilthrough their various outlets, including
butcher shops and supermarkets. The public holding company has about 350 channels, 35 of which
distribute meat from Ethiopia and Sudan.

Pan Afric also attempted to import meat from Ethiopia in 2009, duringhaihe four cargo flights
(160 tons) were imported from Luna and Hashimexport abattoirs. But the last shipment was detained
due to rumors of disease threat.

The Egyptian packaging requirement for me a't [
Meat product need to be individually wrapped with food graded plastic cover inside and carton
outside.

OPPORTUNITIES

Meat
There is recent history of live anihand meat export to Egypt and a growing interest to increase
purchases from the Egyptian i mporterso6é side.

export chilled meat to Egypt.

Several actions would facilitate export of animals and meat ¥ptEghese include: promoting
commercial breeding; fattening cattle while still less than two years old; facilitating the construction
of a quarantine near the Djibouti border; improving veterinary service extension to prevent internal
organ disease and HM regulating the registration of slaughtering service and meat export as two
different activities to help slaughter houses operate at full capacity; and regulate the live animal
trading system possibly to make it more transparent.

Leather

Leather could bexported to Egypt mainly through Egyptian importers, who in return would sell to
manufacturers of leather goods. One way to facilitate such exchanges would be through the
participation in trade fairs. During a meeting with the Export Promotion Departhéme Ministry

of Industry of Egypt, the Egyptian representatives expressed an interest in participating in the All
African Leather Fair, which was held in Addis Ababa between 20 February and 22 February, 2013.
They also mentioned that they invited Eth&pexporters to participate in their fair the following
month. Such trade fairs are important promotional tools, creating contacts between exporters and
importers.
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Another opportunity would be to regulate the registration of tannery service and leadivey &rs two
different activities to help tanneries operate at full capacity and improve quality awareness at the hide
and skin tradersdo | evel
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MARKET ACTORS/CONTACTS

Description of
discussion session
(FGD, individual

Respondent/s

Contact Details

10.01.13

interview, other)
Embassy of Ethiopia

Mr. AyeleLire, Minister Counselo

+202 (0) 3335 3696

discussion on
veterinary inspection

introductory Ajijal999@yahoo.com
discussion and
mission seup
10.01.13| Ministry of Prof. Osamaahmoud Ahmed +202 (0) 3749 8359
Agriculture Selim, Chairman of GOVs Govs_egy@govs.gov.eg
10.01.13| Focus group &Dr.YossefMamdouhShalby, +202 (0) 3748 1763

Head of Vet. Quarantine in Egypt
and a fewmporters

youssefshalby@hotmail.cor

10.01.13

Discussion with Pan
AfricTrade (PAT)
about their importing
experience from

Mr. RoshdyHelal, Mr. Hassen an
other partners

+202 (0)2267 0871
g.m@parafricatrade.com

Alanaam.co importer

Ethiopia
11.01.13| Discuss with Mr. A.A. Abdelakher +202 (0) 2376 28342;
AmalMisr Importer amalmisr2012@yahoo.com
11.01.13| Discuss with Owner Manager elanamegypt@gmail.com

12.01.13

Visit Quarantine and
Slaughter House in
Suez belonging to
PAT

Quarantine head and Slaughter
house head

+202 (0) 2267 0871
g.m@parafrica-trade.com

13.01.13

Discussion, Office of
the FAO
Representative

Dr. YilmaJobry, Team Leader
ECTAD Egypt

+202 (0) 3331 6000
Yilma.jobre@fao.org

13.01.13

Discussion with
Leather Export
Council of Egypt

Dr. KhaledSabry, Executive
Director and Mr. Ahmed Short,
Chairman

+202 (0) 2342 0909
lec@mti.gov.eq

13.01.13

Market observation
(Individual Butchery)

Butcher

14.01.13

Embassy of Ethiopia
wrap up discussion

H.E. Ambassador Mohammed
Dirir

Ethio59@yahoo.com

14.01.13

Holding of Food
Industries Co.

Mr. TarekShaalan, Export &
Marketing Head Sectors

+202 (0) 2284 6649
Food industries@yahoo.co

14.01.13

Market Observation
(Butchery that
belongs to Food
Industries Holding
Co.)

Butchers

14.01.13

Interview with
Ethiopian Exporter

who we met in Cairo

Mr. ShifareAssefa, Animal
Exporter

+ 251 (0) 11 553 7877
sag@ethionet.et
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ANNEX 4: DEMOCRATIC REPUBLIC OF CONGO SUMMARY
MARKET ANALYSIS FOR LIVESTOCK PRODUCTS
TRADE DATA

Table 222 DRC Trade Data for Meat (HS 02), 2011

Imports Exports
Market Value Market | Value
TOTAL | Total $ 125,910,000 | n/a n/a
1| United States of America | $ 31,660,000 | " "
2 | Netherlands $ 26,328,000 | " "
3 | Belgium $ 16,010,000 | " !
4 | Brazil $ 15,695,000 | " !
5| Turkey $ 5,151,000 | " )
6 | Germany $ 4,195,000 | " .
7 | France $ 2,169,000 | " .
8 | Italy $ 1,598,000 | " !
9 | South Africa $ 1,546,000 | " )
10| Spain $ 861,000 | " )
NB: Import data based on partner reporting; no export data available

EXPORT HISTORY

Ethiopia and the Democratic Republic of the Congo (DRC) do not have a bilateral trading partnership
at present. There is regulair cargo service, and several companies have piloted vegetable and even
meat exports from Ethiopia. However, these ventures have been sustained.

MARKET SIZE AND TRENDS

Democratic Republic of Congo (DRC) is one of the largest countries in Africa, coeetotgl land

area of 2,344,858 sq km. The population size in July 2012 was estimated to be 73,599,190. The
country is endowed with rich mineral resources,
among other factors, prevented significant ecdngrowth. GDP per capita is estimated at USD 400,

which is the lowest in the worli. The DRC6s wundevel oped agricul tur
domestic demand, and the country requires significant imports of food items. There is some domestic
productionin the livestock sector; the eastern part of the country has livestock production (estimated

to be no more than 1.2 million animals) and is the main source of domestic meat. However, the DRC
imported $126 million of meat in 2011 and meat exports haveased by 60%. The majority of
Congolese people (total population of 73 million) are unable to afford beef. As such, their primary
source of protein is fish and chicken.

There are a few large import and distribution companies in DRC which are mostly dyned
Lebanese and Belgians, except for one which is owned domestically. These companies import food
items and other products from various countries including, India, Brazil, Argentina, South Africa,
Namibia and China, and distribute through supermarketsotived distribution channels which are
owned by other actors. Live animal import is not a common practice, but meat from various sources
are imported with fish taking the lead, then chicken, and a very small amount of frozen beef. Chilled
fresh meat is maly from domestic sources, though some is imported from South Africa.

4 UN ComTrade
45 CIA World Fact Book, 2012
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The EMA attempted to obtain information about leather and leather products. Generally the DRC
does not import significant amounts of leather since there is only one shoe manufactiater, wh
produces military shoes. Bata manufactured shoes in the DRC for a short time, but closed due to
shortage of leather. Shoes are mainly sold by street vendors, but are expensive. Boutiques are
supplied by informal meand.e. people importing produxin luggage.

KEY MARKET SUCCESSACTORS AND E SHERFPRMANCE

According to the DRC Ministry of Agriculture, there is a need for authorization of each shipment to
import fresh meat. The authorization is given in written form addressed to the Gengaktoms
describing the amount, country of origin and freight vessel used for importing. If a product is to be
imported to States other than Kinshasa, additional permit by State authorities is also required. The
same respondent confirmed that there msagor high shortage of fresh beef, meaning that Congolese
consumers are willing to purchase any meat without respect for origin. Hence, the respondent gave a
promi sing assessment Ethiopiabs potentiaw to ex|
price. The Customs Bureau Facilitation Director also described that importing standards were not
strict, with the exception of an inspection upon arrival to test for fithess for human consumption.
Despite this optimism, this assessment observes thhatithaucracy is cumbersome and corruption is

a notable factor. Apart from that, it was learned that there is a possibility to deal with importers or
retailers to receive the meat upon arrival at a destination port. The Administration Director or Grand
Marché also has given initial approval to create a distribution store for meat imported from Ethiopia,
should the project have to engage in wholesale or retail business.

Currently, beef is sold in Kinshasa at USDZ4Lbased on quality and standard of distiitn outlet.

The retail price reaches this level after passing through various cost drivers, including the price of the
exporter, shipment, insurance, 10% Tariff and 16% VAT. If the Ethiopian exporter could sell meat at
about USD 3,000/ton, the DRC high-end customers could be a possible market. A medium size
animal which is locally sold at USD 650.00 can have an average carcass weight of 200 kg. Therefore,
there is a possibility to sell at USD 3,500/ton according to the EXWORKS slaughter house. However
the current domestic retail price in Addis Ababa ranges from USD.800/per ton.

EMA respondents reported that Ethiopian meant exporters (Luna) had piloted the DRC market, but
did not find it attractive in terms of price. The assessment team hagsaisbfrom Shoprite, a large

and new supermarket in Kinshasa, that it had been importing vegetables from Ethiopia, but that flow
was interrupted due to lack of space on Ethiopian Airlines.

COMPETITION

The importation of food items includes that of ma&#h mainly fish, chicken and buffalo from India,
Argentina, Brazil, South Africa, Namibia and others. Beef is considereeehigitand consumed less
frequently. Fish is imported at a rate of USD 2,600/ton from India.

DRC is importing frozen meat from démt countries in Europe, Asia and Latin America. South
Africa is the only current source of chilled fr
can make it very competitive provided good quality fresh meat can be supplied at a compeatéive pri

LOGISTICS

Transportation to DRC can take up to 50 days on a maritime vessel according to a recent report (Tufts
University, 2009). One experienced importer indicated that it takes 50 days and 40 days from India
and Brazil respectively to ship to DRC. Hence, unlgb#oRia is price competitive, sea shipment may

not be a choice. Air Shipment, on Ethiopian Airlines (ET) is the best option for transport of fresh
chilled meat. Cargo air freight would cost a bit more than USD 1,000 per ton with promotional price,
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accordirg to an EMA respondent (exact price could only be estimated upon actual negotiation).
Ethiopian Airlines flies daily and has two scheduled cargo flights per week. It is possible to dedicate
one of the cargo flights to export from Ethiopia. The cargcal3®32 ton capacity.

The following is a value chain map linking meat export to consumption in DRC.

Retailers (Butcheries,
Meat EXpOI‘teI‘ % Meat Importer ﬂ Supermarkets’ open n’]arketY
hotels, pizzerias & door to door
suppliers)

Live animal
traders/ ranchers

Animal Breeders —>

Abattoirsand other illegal
slaugheringactivities

The abattoirs do not stock animals of their own, but deliver only services to ranchers and retailers.
Hence, the abattoirs are horizontally connectedthte value chain than relating vertically.
Notwithstanding, there is a significant number of animals killed in backyards and distributed to
retailers due to limited control.

OPPORTUNITIES

As indicated above, Ethiopian exporters could target-bigh beef onsumers. However, this is a
limited market.

MARKET ACTORS/CONTACTS

Groupe OrgamanQOrgaman, a Belgian company, has been operating in the country for over 50 years

and has two ranches containing about 40,000 cattle. They use abattoir services, whiatedrbyow

the government for slaughtering the animals. In addition, they import 40,000 tons of meat (Fish,
chicken and pig) from Brazil and Argentina. Orgaman is satisfied with its current supply chain and
doesndt believe t her efromdthen cbuhirigsi on al need for sou

Congo FutureThis company was established in the last decade and is growing fast. The company is
a major importer dealing in many commodities, including meat. However, they did not express
interest in new sources.

SomsimexSosimexis another player in the field of import and distribution. It imports meat and
distributes through supermarkets and other sources. They were not willing to give detailed
information, but affirmed that there is sufficient market for beef provided thayyisatjood and price

is low. This is a common statement by all respondents.

Groupe LedyaThis company imports about 1000 tons of frozen meat per month, mainly fish and
chicken and only 5% beef (buffalo) f rmomercidl ndi a,
Manager said that interrupting an existing supply chain and starting new relationship is too expensive.
He said they serve the bottom of the pyramid which cannot afford beef. They make only 10% markup
on imported meat.

Distribution Channels:There are multiple of distribution channels in Kinshasa. The EMA team
visited four supermarkets and one open market. All of them are supplied by the major distributors
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above with some, also provisioning from door to door suppliers of either imported or leaal m
Those visited were:

Grand Marché
Shoprite

Kin Mart
Supermarché Keepi
Kin Store

Pelou store

Grand Marché:Grand Marché is a large open market owned by the Kinshasa city administration.
Practically everything is sold in this market including meat and leather products. The meat market is
mainly dominated by fish, whereas fresh beef is sold in only small geanfithe meat sellers get

their supplies from local distributors or buy animals and have them slaughtered in the abattoirs.

Shoprite: Shoprite is a large supermarket, opened by a South African firm in 2012 and has become
quickly popular. The supermarket serves primarily high income consumers. The supermarket has
three main divisions, including meat, vegetable and groceries. The veghtétiten started to import

from an Ethiopian private vegetable producer and exporter named Jittu PLC, but could not continue
due to space problems on passenger jets of Ethiopian Airlines. The meat division gets 60% of its
supply from local sources withdividual suppliers and also imports two tons per week from South
Africa. The division expressed an interest in testing Ethiopian meat in the market; the respondents
said they would like to have detailed information on the price and quality of meat Etigopia
producing. They have a plan to open two new branches in the near future.
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Description of

discussion session (FG

individual interview,

other)

Respondent/s

Contact Details

17.02.13| Travel to DRC, Kinshas{ Mr. Dereje (Station derejed@ethiopianairlines.co
and touched base wii Manager) mob. +243 (0)81 700 6589
Ethiopian Airlines Areg Mr. D. Ngoyi Bienzenzg
office (Sales Manager
18.02.13| Price observation Pelou Store| NA
interview and FGD Communications Manage
and Meat supplier
Interview and observatiol Owner Supermarché Keepi NA
Interview and observatiol Mrs. (Boutigue owner no NA
disclosed)
Price observation Kin Store NA
19.02.13 Dr. Symphorien Kasind +243 (0) 9999 15482
Yimba, Director  Vet.| kasympho@yahoo.fr
Services, Ministry  of
Agriculture

FGD with two experts

Dr. Hailu and Dr. Sergs

+243 (0) 81 497 4040

from Bio-Economy| Mpiana, Vet. Central Lab +243 (0) 89 899 2480
Africa Foacl Point for|
MOA/PATEC
Congo Future HQ Mr. Joseph Kevin Bitema | Marketing and Sales Head
Interview
20.02.13| FGD with Grand March¢ Mr. Dopili Lewanga Andrg +243 (0) 82 202 2212
Administration Technica| Moise bopilimoise @yahoo.fr
Director and Meai
Division Head
Interview Congo Future Foo
Division Mr. Eric
Interview Wael Issaoui, Commerciq +243 (0) 89 894 9513
Director, SOCIMEX wissaoui@socimex.net
21.02.13| Interview Mr. Ali Mnau Mamina,| +243 (0) 97 082 3537

Executive Assistant to th
CEO

alimamina@qgroupéedya.com

Interview & FGD

Mr. Vaibhav Vashisht
SOCO FRAIS SPRL
Director General and me
division staff

+243 (0) 99 415 2760
Vaibhav rules@yahoo.com

Interview

Mr. Sam Amisi Idi, Director
for Eco. Promotion Dept.
Federation Des rerprises
(FEC)

+243(0)999 907 226
idiamisi@hotmail.com

Interview and FGD

Mr. Denis, Customs
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ANNEX 5: ITALY SUMMA RY MARKET ANALYSIS O F
LIVESTOCK PRODUCTS

TRADE DATA

Table 23: Italy Trade Data for Meat (HS 02), 2011°

Import Export
Market Value Market Value
TOTAL | World $4,323,178,14]1 World $5,354,780,15¢
1 | France $484,876,992 China, Hong Kong SAR $613,316,792
2 | Brazil $467,652,335 Romania $508,730,123
3 | USA $301,277,647 China $465,740,585
4 | Spain $194,390,211 Germany $383,702,229
5 | Nigeria $188,250,032 Spain $372,733,875
6 | India $183,933,234 France $309,867,603
7 | United Kingdom| $171,745,96¢ Portugal $221,121,32¢
8 | New Zealand $171,409,334 Poland $201,142,777
9 | Germany $165,085,044 Tunisia $180,278,288
10 | Netherlands $136,772,517 USA $171,618,313

4 UN Comtrade
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Table 24: Italy Trade Data for Hides, Skins and Leather (HS 41), 2011

Hides, Skins & Leather

Import Export
Market Value Market Value

TOTAL | World $ 4,323,178,14 World | $5,354,780,15¢
1 France $ 484,876,99] China, Hong Kong SAH $613,316,792
2 | Brazil $ 467,652,33 Romania| $508,730,123
3 | USA $ 301,277,64 China| $465,740,585
4 | Spain $ 194,390,21 Germany| $383,702,22¢
5 | Nigeria $ 188,250,03 Spain| $372,733,875
6 | India $ 183,933,23 France| $309,867,603
7 | United Kingdom| $ 171,745,96 Portugal| $221,121,32¢
8 | New Zealand $ 171,409,334 Poland| $201,142,777
9 | Germany $ 165,085,04 Tunisia| $180,278,28¢
10 | Netherlands $ 136,772,51 USA| $171,618,313
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Italy is one of the leading countries in the world of fashion design in |leapiparel. With its statef-

Table 25: Italy Trade Data for Leather Products (HS 42), 2011

Leather Products

Import Export
Market Value Market Value

TOTAL | World $3,238,351,371 World $6,843,602,625
1 | China $1,375,975,181 Switzerland $1,358,309,23¢
2 | France $545,463,403 France $952,046,76(
3 | India $167,240,344 USA $563,651,431
4 | Switzerland| $140,224,86¢ Japan $490,620,255
. 4 China, Hong d
5 | Romania $123,353,632 Kong SAR $473,267,345
6 | Turkey $110,014,139 Germany $408,738,737
United 4
7 | Germany $102,531,55§ Kingdom $377,154,22
8 | Belgium $98,281,391 Rep. of Korea | $329,065,303
United . 4
9 Kingdom $84,944,966 Spain $209,618,72
10| Netherlands ~ $57,595,205 Russian $196,113,184

Federation

EXPORT HISTORY

the-art tanning sector, innovative designs, as well as high quality, branded products known around the

worl d

I'taly

has

become

the fi

rst

name

n

| eat he

processed leather prodwasti and approximately 15% of the all processed leather production in the
According to leather industry trade resources ltalian leather production and service
companies employ over 17,08@eople throughout the country. They are part of an industry that
generates annual sales of about USD 5.2 biflidtalians have long considered themselves as the

world*’.

world leader in design, quality, environment friendly products with the capacity to dévetomtive

products.

Italy leather sector has faced a number of challenges in recent years, however, as the economic crises
and rabid competition have eroded its leadership. Competition from China, Indonesia and Hong
Kong has been intense and the vabrafluctuations in the Euro have introduced a level of revenue
uncertainty in it exports business. In this climate of crisis and uncertainty, Ethiopia has become an

“"International Journal of Economics and Management Sciences, 2011

“® |bid.
9 bid.
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important source of finished leather. It is potentially an important source of firisdber products
for the Italian and European markets.

MARKET SIZE AND TRENDS

Ethiopia imports raw materials (finished leather and accessories) from lItaly to incorporate into its
leather product manufacturing and oftererports finished products back to Italy. Though the
potential for growth is high, a number of challenges egestticularly with respect to quality control,
manufacturing management and techniques, and governmental regulations and customs procedures.

Ethiopia's exports represent 0.38% of world exports for hides, skins and leather (HS 41), ratking 41
Thewa | dés top exporters are |isted in the table

Table 26: World Totals and Leading Exporting Countries for Hides, Skins, and Leathet”

Exported Exported Exported Exported = Exported

valuein valuein valuein valuein valuein

Importers 2007 2008 2009 2010 2011
World 67,199
Italy 38,808 | 34,312 10,477 | 11,701 | 39,439
China 12,237 14,647 7,935 15,564 27,491
India 6,307 5,422 4,261 10,629 16,851
Hong Kong, China 4,114 5,407 2,022 5,460 15,089
United Kingdom 14,890 11,214 11,987 12,409 11,718

Ethiopia maintains a competitive advantage in price, though their competitive edge has wane as a
result of increasing leather prices.

KEY MARKET SUCCESSACTORS AND E BSHERFPRMANCE

Italian buyers and manufacturers interviewed during the market reseaichndicated that the
Ethiopian sheep leather is some of the finest in the world. They key characteristics of the leather
include its supple feel perfect for gloves and high gual#shion bags and purses. It is also a very
strong leather, which means that it can be use for making fashion shoes and other products that
require a strong outer shell.

Ethiopia has been known to take up to five months to deliver an order to tae hayer from the
time the order is placed wunti |l iddveninduate,ithesss t h e
unacceptable and has limited opportunities for Ethiopian producers to gain much of a share of the
Italian and EU markets.

%0 Global Trade Statistics, November 2012
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COMPETITION

Ethiopian shoe production is competitive in the Italian and European markets. Bangladesh is

Et hi opi abs mai n c¢omplassi¢ hlackrmen'sslroe&thiogiauchnaprotiuge thisor t h ¢
shoe for a-facionyn whichuisl dmparable to whthe shoe costs in Bangladesh, but

Ethiopia is closer to Italy and the EU, which Italian buyers stated was a significant advantage.
Several Italian buyers stated that given the large livestock and leather industries in Ethiopia and the
proximitytothe Er opean mar ket , Et hi opia could be the Af
European market.

LOGISTICS

Most goods are now cleared through the dry port in Addis Ababa. Previously these goods were
cleared though Djibouti. As Djibouti has lost reveragea result of this change, some have accused

the port of causing delays. From the port in Ethiopia/Djibouti it can take 10 to 15 days for goods to

be loaded on a ship and sent onward to their destination. Lengthy delays can mean increased expenses
incurred by exporters.

The cost to ship a 20 foot container of accessories and components from Genoa to Djibouti by ship
and then to Addis Ababa by truck is 0l1l,600 and
total cost to ship a 20 foot containdat holds 3,000 pairs of shoes from Addis Ababa to Genoa will

be in the ri2o0e of ua 1,800

Both importing and exporting require lengthy governmental processes. It takes a letter of credit and
one month to get a license to import raw materials Etttiopia. The letter of credit is necessary
because the government of Ethiopia only grants import licenses with sufficient foreign exchange. For
goods imported through Djibouti, the Government of Ethiopia requires transportation of containers
from Djibout to the Ethiopia dry port via Ethiopia Shipping Lines (ESL), a govermmantand

owned company that is notorious for delays taking months arrive from Djibouti.

Examples:

Italian exporter: An ltalian exporter of accessories and components for the leather products industry
sent a shipment of accessories in July 2012 that left Gendé itot reach Addis Ababa until
October. This caused an Ethiopian shoe producer to logedan because the shoes were actually
supposed to be in Italy by September! There have been other orders from ltaly that were canceled due
to logistics problems out of Ethiopia.

Italian producer based in Ethiopia: Geox tried operating in Ethiopia Hutati succeed due to the

delays in clearing and customs and issues with foreign exchange. This is a major problem, because a
company like Geox would have been a major development for the Ethiopian leather and shoe
industry.

OPPORTUNITIES

Italian buyers haw been cautious about buying products that are considered to be high fashion due to
the need for swift delivery and uncompromising quality. Italian buyers believe that Ethiopia can enter
this market, but a number of factors need to come together, ingladorter lead time from order to
delivery; and better a organized manufacturing process. One group in Italy, Consorzio Toscana Shoe
Components, has recently decided to procure £5 million in garment and leather products from
Et hi opi a i ncl estargeting thedebd and &S maskbto Consorzio Toscana is meeting
with several companies and planning to finalize the deal in the spring of 2013.
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Name of companies or

Associations

MARKET ACTORS/CONTACTS

Contact person

Position

Address

Krinas S.r.l1 Input
provider for finished
leather and shoe
components

Gianni.Zoppitelli

Managing Director

Via Lucio Colli , 14
27029 Vigevano PV, ltaly
Tel: 335 66 36 845.

La Nuova Adelchi Sr. Adelchi Director Via ProvincialeMontesano
S.p.ai Shoe producer Tricase
and importer 73039 Tricase (Le)

Italy

Telephone:+39 833.5261
Pamacom, s.r. I. Stefano Paissoni, Director Piazza A. Moro 52

24050 Grassobbio (Bergamnio)

Italy

tel +39 035 4522223
ConsortioToscana Director Components

Consortium of 20 Shoe
and the Leather
Producers in the
Tuscany region. Met
with five additional
members of the
consortium (leather
importers, shoe and
apparel manufacturers
in and around Pistoia
and over lunch

Federico Bechini,
ConsorzioToscana Shog

Via Tevere, 13 51018i Pieve
a Fievole (Pistoi& 30 minutes
far from Florence by car)
Office tel.: +39 0572 954349

Pellami Macchirii
Leather buyingand
machine servicing

Enrico Macchini,

Managing Director

Via Della Repubblica 136
Pieve A Nievole Via Francesca
109

Monsummano Terme Pisteia
51015

Italy

Tel. +39 0572 950 888 / 335
688 1820

Studio 99 Sri buyer
and distributor of
leather and leather

products

Gianni Samuele

Director

Via Sandro Pertini SCN
63812Montegranro, Italy
Office +39 0734 893530
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ANNEX 6: KENYA SUMMA RY MARKET ANALYSIS O F
LIVESTOCK PRODUCTS
IMPORT RANKINGS

Table 27: Kenya Trade Data for Hides, Skins and Leather (HS 41),°2011

Hides, Skins & Leather

Import Export
Market Value Market Value
TOTAL | World $10,482,000 World $83,404,00(
1 Burundi $3,752,000 ltaly $17,992,000
Hong

Rwanda $3,511,000 Kong, $17,473,00(Q
2 China
3 Uganda $2,263,000 Switzerland| $15,715,000

New .
4 Zealand $348,000| India $9,226,000

United

Republic of $306,000| China $7,121,000
5 Tanzania
6 | Malawi $133,000| Indonesia $3,513,000

United Arab | - 478 00| pakistan $3,019,000
7 Emirates

Sudan $39,000| Turkey $2,697,000
8

Democratic

Republic of $21,000| Australia $1,874,000
9 the Congo
10 | India $12,000| Spain $1,545,000

Table 28 Kenya Trade Data for Leather Products (HS 42), 2011

Leather Products

Import Export
Market Value Market Value
TOTAL | World $12,433,000 World $1,967,000
1|china | $8,648,000 UNited States ¢, 19 500
of America
United
2 | Arab $1,312,000 Uganda $244,000
Emirates
South
3 Africa $718,000| Sudan $226,000
. Ship stores
4 | India $352,000 and bunkers $224,000

51 UN Comtrade
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Leather Products

United United
5 Kingdom $210,000 Kingdom $217,000
6 | France $180,000| Eritrea $211,000
Chinese il .
7 . $146,000) Republic of $211,000
Taipeli .
Tanzania
Hong Democratic
8 | Kong, $127,000| Republic of $50,000
China the Congo
United
9 | States of $122,000] Rwanda $44,000
America
10 | Pakistan $114,000| Area Nes $35,000

EXPORT HISTORY

Kenya and Ethiopia have positive commercial and political ties, and recent years have seen been
marked by increased commercial and trade cooperation. Most notably, the Joint Ministerial and
Border Commission meetings have provided opportunities to exchaéamge on issues of common
concern. Ethiopian and Kenyan governments have signed Special Status Agreement which laid the
framework for increased trade between the two countries. Ethiopia and Kenya have embarked upon a
number of joint development progranms road construction, commerce and trade and other areas.
Ethiopia has been exploring the possibility of using Mombasa as a port, and there are discussions
about creating a new port at Lamu and rail links with other areas.

Despite the constructive relamship, there has been very little trade in leather and leather products
between Ethiopia and Kenya. To date, existing exports have been limited to a small SME export
sector, exports by individuals, and raw hides and skins slipping through the bogidlyille

MARKET SIZE AND TRENDS

Kenya has 14 million cattle, 10 million sheep and 12 million goats. This livestock resource base is
capable of producing adequate hides and skins for a vibrant leather industry. However, due to poor
animal husbandry, poor regery of hides and skins and low déke rates, the potential output is not

fully realized. Considerable number of hides and skins do not enter the market, and hides and skins
are generally of low quality due to defects.

Kenyads hides,j ndkhiishng yacmodnteabhhéers 1.5 per cent
addition in the sector has been mini mal unt i |l r
hides and skins. The Kenyan tanning-sabtor peaked around the year 2000 with 21d¢aes with

an installed capacity of 3.5 million hides and 11.6 million skins. This changed after the abolition of

the government 6s O6export compensationdé scheme, |
market liberalization, through the cuttingkfe nyaés trade tariffs on i mpo
These changes provoked a surge in cheap i mports,
By 2004/05, 80% of the hides and skins produced were being exported in their raw form.

A major change came in June 2006, when the government raised the export tax payable on raw hides
and skins to 20 per cent and the following June, doubled it to 40 per cent, aiming to encourage the
leather processing industry. Currently, there are 12 operation&rtesinvith an installed capacity of

1.5 million hides and 3.6 million skins, primarily located in Nairobi and its environs. Tanneries
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mainly produce serpprocessed leather (80%) for the export market and only finish small portions
(20%) to supply leathehse and leather goods companies.

There is some, but limited, specialization in the Kenyan leather goods industry. The sector consists of
10-15 footwear manufacturers and 18 leather goods manufacturers plus over 60 SMEs. According the
information from theKenya Development Leather Council, Kenya has an annual demand of 34
million shoes, but only 4 million, about 8.5%, are supplied by the local shoe manufacturers. The gap
between the local demand for shoes and local production has been met with cheagdistpmes

from Asia (mostly China). Ethiopia, shoe exports have been successful in this market as well. Kenya
has a large and growing population that is rapidly urbanizing, and as such, demand for leather
products will has been and will continue to increase

KEY MARKET SUCCESSACTORS AND E SHERFPRMANCE

Anecdotal evidence suggests that domestic Kenyan tanneries are not meeting the standards or
guantities required by Kenyan leather goods producers. This is confirmed by studies of the Kenyan
value chamvhi ch document that the industryds finished
Ethiopia has a well developed tanning industry that can produce good quality finished leather
compared to the Kenyan tanning industry. Tanneries in Ethiopia hesare donsistently producing

finished leather, mostly from coehide, for local shoe companies. Currently, there are at least ten
tanneries that have good finishing capacities to processhimmninto finished. Tanneries in Ethiopia

can also produce wide ramgf shoe upper leather at competitive prices.

The lower income segment of the Kenyan market is currently served by inexpensive imported shoes,
some of which are synthetic and | ashandhoesarenl vy w
very commoras well.

Generally there is a very good perception of Ethiopian leather and leather products among Kenyans.
Most people in Kenya believe that leather shoes and leather goods from Ethiopia are made from
genuine leather and sell at affordable price.

Ethiopia is currently exporting to Kenya with some success. The majority of shoes export from

Et hi opia to Kenya comes from small shoe manuf ac
Tikur Abaye Shoe Share Company has many years of experience pnothection and export of

military shoes and has recently installed a modern injection mould machine that can produce high
guality safety hoes. Kenya offers a | arge mar ket

COMPETITION

The gap between the local demand for shoe and local production means that local production in both
finished leather and leather goods would not constitute primary competition for Ethiopian exports.
Rather, Ethiopian finished leather and leather goods rseatould compete with other exporters to
Kenya, notably China.

LOGISTICS

Goods can be transported between Ethiopia and Kenya by air, sea and road. Road transport is the
least expensive. Addis Ababa and Nairobi are approximately 1500 km apart. Theesghah road

from Addis Ababa to the Ethiopigkenyan border town of Moyale; the gravel road from Nairobi to
Moyale will be upgraded within the next two years.

Et hi opiabs primary sea access is Djibaouwd80 port f
km from Addis Ababa; sea transport is therefore not attractive in comparison to road transport.
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Moreover, the volume of trade in leather between the two countries has not yet reached levels to fill
shipping containers.

Air transport could be aaption for high value, low volume and low weight products such as leather
jacket s, |l adiesd hand bags and finished skins |
daily flight between Addis Ababa and Nairobi.

OPPORTUNITIES

The current status dfenya leather industry provides opportunity for Ethiopian tanneries to export
finished leather to Kenya for footwear and other leather goods manufacturers. As noted above,
Ethiopian tanneries are in a position satisfy the quality of leather demandedKsmniyen footwear

and other leather goods industry at competitive prices.

A second major opportunity is for Ethiopian leather goods manufactures to expand market share,
particularly in low cost shoes. As noted above, the large gap between local prodadtidemand is

currently being satisfied other exporters, which often provide products of limited quality. Ethiopian

SMEs have already had some success in this area. Small scale shoe enterprises that are clustered in
Merkato area have flexible and cost effee production systems that can meet the requirement

certain segment of the Kenyan shoe market. The small shoe enterprises can produce fashionable
mendés shoes by copying, in small orders and cart
majority o shoe exports to Kenya comes from this source. Some of these enterprises are upgrading
their facilities to meet increased demand for the local and new export market in Kenya.

The Kenyan market could also provide an opportunity to diversify shoe andrlgatbducts.
Ethiopian manufacturers could target high quality shoes for the growing middle class, safety and
school uniforms shoes (with which Ethiopian manufacturers already have experience), and leather
sandals suitable for the hot climate. The industyld also expand into leather garments, wallets,
belts, ladies hand bags, document cases and shoe components.
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Name of

companies or

MARKET ACTORS/CONTACTS

Contact person

Position

Address

Associations

Brasbuckle | Bedan Kimeria | Managing Ongata Rongai | Brasbucklewvas established
Ltd i Leather | Muraya Director 254-722-391 902 | 4 years ago as a small but
Goods brasbuckle@yahq manufacturing company to
Manufacturer o0.com take care of emerging but
market in Nairobi city.
Currently our labor force is
Six persons operating a
highly mechanized
production line with a
turnover of about USD
200,000 per annum.
Abdulwadood| Jamal Managing Lunga Lunga The company was formed
Tanners Ltd | Abdulwadood | Director Road, Industrial | over 50 years ago and has
Area been trading in East African
Nairobi Hides and Skins over this
254-20- period
650075/76
awt@kenyaweb.q
om
AFSO Fatma Saleh Director Lunga Lunga
Exporters Ltd | Abdalla Road, Industrial
Area
Nairobi
254722700 690
baabad @afsoexy
ortersltd.com
Crown Vijay Manager Hema House, We are manufacturers of
Industries Ltd Enterprise Road | more than 60 designs of
Nairobi different soles for leather
25420 shoes. We make PVC
536876/77 shoes/footwear for ladies,
sales@crowindug gents ad children.
tries.org
Dog Bones | Ashwin Punja | Director Nanyuki Road Company formed 2001.
Ltd Nairobi Involved in contract tanning
25420-652009 | of hides and skins into wet
ashwin@dogs blue for exporters. Also
b.com vegetable tanning and
finished leather for the lota
market. Employ 25 fulltime
and casuals. Also do gloveg
Turnover approximately
Kshs 20,000,000 in last yeg
Merit Samuel Njoroge| Managing Nairobi Merit Marketing started in
Marketing Mwangi Director 25420-892099 | 1993. We're manufacturers
Services merrit21 @yahoo.| of Leather, Rexine (PVC),
com CANVAS AND KIKOI

PRODUCTS. We started
doing business with shops
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Name of Contact person Position Address

companies or
Associations

and later included
companies. The biggest
business we have done is t
make products for
conferences. We have dong
business with Kenyan
companies, NGO's and the
Government of Kenya. The
Company has eight workers
and in case of a big order /
business we do employ a
total of about 25 workers
some on contract basis. Ou
annual turnover is about 50
00 KSh.
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ANNEX 7: TURKEY SUMMARY MARKE T ANALYSIS OF
LIVESTOCK PRODUCTS
TRADE DATA

Table 29: Turkey Trade Data for Hides, Skins and Leather (HS 42),°2011

Hides, Skins & Leather

Import Export
Market Value Market Value
TOTAL | World $722,179,029 World $138,614,349
1| ltaly $113,282,157 China $28,380,957
China,
. Hong
Spain $94,687,851 Kong $22,201,838
2 SAR
HE $52,931,029 ~'€e $11,851,156
3 Zones ! ' Zones ! '
4 Greece $36,844,754 France $10,631,368
5| USA $28,390,165 Ukraine $8,691,463
Russian
) France $27,681,492 Federation $8,054,756
7 | India $23,121,153 Germany $5,712,206
8 | Pakistan | $22,761,364 ltaly $5,428,056
United
9 | Kingdom $20,405,505 Belarus $4,189,812
10 Iran $18,432,490 Bulgaria $4,144,922

52UN Comtrade
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Table 30: Turkey Trade Data for Leather Products (HS 42) 2011

Leather Products

Import Export
Market Value Market Value
TOTAL | World $479,333,728 World $419,901,553

1| China $271,770,579 ltaly $91,568,753

Pakistan | $56,286,091 Germany $59,637,171
2

Russian

. Italy $54,656,186 el $47,869,368

France | $21,13567q United $42,975.845
4 T Kingdom T
5 | India $20,168,710 France $30,913,766

Germany| $8,796,455 Spain $20,375,530
6

vl $7,591,302 Denmark | $15,497,253
7 | Nam ! ' ! '
8 | Spain $7,279,520 USA $10,498,760
9 Indonesia| $4,465,314| Austria $9,617,260

Customs

Free $2,785,633 Netherlandg $9,513,420
10 | Zones

EXPORT HISTORY

Economic and commercial ties between Turkey and Ethiopia are positive, and have developed
substantially in recent years. Bilateral trade volume tripled between 2004 and 2011, reaching USD
317 million. In 2011, Turkey exported USD 275 million in goods to Ethiopia, up by 57% from 2010.

The top three Turkish exports were iron and steel, machiaedy plastics. Ethiopia exported to

Turkey USD 4.7 million in 2011, up 1.9% from 2010; the primary categories were textile yarn and
fabrics, oitlseeds, vegetables and fruits. Turkish companies have been very active in Ethiopia and
since 2003 Turkish firmeave invested USD1.3 billion in the country.

Despite

t hese

ti

es,

Tur key

has

not

been

a

maj o

products (when compared with Italy or England, for example). There has been some export of semi
processed sking recent years to tanneries in Turkey, which were further processing the skins into
finished leather and supplying it to the Turkish leather products industry. Howe2@09 tax by the

Ethiopian government on seipiocessed hides and skins has haltésl ttade. Turkish tanneries

continue to be interested in seprbcessed skins from Ethiopia.

MARKET SIZE AND TRENDS

The Turkish leather industry is one of the biggest leather producers in the world. For sheep and goat

leather production, Turkey is th& fargest producer in the world after Italy, China and India. Turkey

produces the most double face sheepskin leather in the world, at 80 million pieces per year. The
quality of Turkish leather garments and leather products rivals that of Italy.

%3 Data from Turkish Ministry of Economy.
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The Turkishleather products industry is robust, particularly in manufacturing high quality leather
products. There are 13 Industrial Leather Zones in Turkey, in which companies use modern
technology and produce environmentally friendly, high quality products. &rerenore than 3000

companies in Turkey that deal with export of leather and leather products, and the sector employs
more than 25,000 workers. Istanbul is the most important trade centre for the Turkish leather industry

and there are about 600 leatherghoperating in the city. Moreover, the leather industry is one of the

most significant industries within the Turkish economy, accounting for 1% of the manufacturing
sectordos output, 1.7% of the sectords workforce,

Turkey has a large population and a rapidly growing economy, suggesting a growing retail market.
The total population of Turkey was 73,722,988 in 2010. Turkey has the highest economic growth rate
in Europe; according to the IMF, the Turkish economy is expeotgtbw by 3.5% in 2013. GDP per
capita has tripled in the last ten years fild8D 3,492to USD 10,444

Tur keyos l eat her and | eat h fetrilg It
footwear (40%), raw hides/skins (18.8%), finished leather ¢ E:;iﬁg:a::dlil:gtlﬁg:lgnogg
fur (18.4%), leather goods §11%); leather garments (3.9%) an

ready wear of fur skins (0.8%). Exports included footwe Export of Turkey 2011
(31%), double face garments (19%), leather garments (1€
leather goods (16%); raw hides/skins and finished leat "¢
together (16%). fur

17%

Turkish leather exports havedn heavily directed to five mair -
European markets in 2011. The major market destinations eaels
Turkish leather and leather goods in 2011 were Russia (21.2
Italy (9.7 %), Germany (8.8 %), France (6.3 %) and UK (4.6 ¢
The total share of these five biggenarkets for leather expor,
accounts for 50.6 % of total leather exports.

16%

KEY MARKET SUCCESSARCTORS AND E SHERFPRMANCE

The Turkish leather industry has high quality and price competitiveness requirements which Ethiopia
has generally been unalitemeet.

The Turkish footwear industry uses high quality finished leather from domestic sources and from
imports to produce high quality fashionable leather shoes to the world market. The high quality
requirement of the Turkish footwear industry presdittie® opportunity for Ethiopian tanneries to
supply. Those areas include the finished lining leather for shoes, which Ethiopian tanneries could
provide at a competitive price, and suede uppers. While Ethiopia is well known for its goat skins for
suede upers, sheep skins tend to not fit size and quality requirements. Price competitiveness is an
issue for Ethiopia in exporting uppers as well.

The Turkish garment industry is the leading sector in the leather industry and uses very high quality
finished leatler to produce fashionable, very high quality, expensive leather garments. Although, the
Ethiopian hairsheep skin has the fine grain structure that makes it suitable for garment production,
the sheep Napa leather currently produced from Ethiopian skifas Iselow the quality and size
requirements of the Turkish garment industry.

Turkey has not yet fully developed its glove industry and does not demand huge quantities of gloving
leather, which Ethiopian tanners could supply in the required quality antdtguan

The Turkish leather industry also has very strict delivery requirements. While tanners of semi
processed skins can tolerate delay, the finished leather industry cannot.
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Business relationships in the leather and leather products industry are developed over a long period of
time. Typically buyers first request samples; if they accept the samples they place small sample
orders and gradually increase their order size oyeerimd of time. Buyers place large commercial
orders only when they are sure about quality and consistency of supplies from their suppliers.

COMPETITION

The Turkish | eather products i ndusdvanged dolmdstci ns f i
tanning industry, and also imports from woldown suppliers such as Italy, China, India, Pakistan,

Spain, Vietnam and Indonesia. The Ethiopian leather industry has to compete on quality, price and
delivery with these established sources for the Turkishsing to consider Ethiopia as an alternative

source.

LOGISTICS

Air and sea transport are the two most viable means to ship finished leather and leather products to
Turkey. Initial orders of samples and samples orders are usually are sent by air avehey bea
supplied quickly. Commercial orders of small quantity are also air freighted, but large orders are
typically shipped by sea.

Both Ethiopian and Turkish Airlines have daily flights to and from Istanbul and Addis Ababa. As
Istanbul lies on major ternational sea line, sea transport is a viable option.

OPPORTUNITIES

As the Turkish leather goods industry continues to grow, its demand for leather will increase, opening
opportunities for alternative sources of finished leather to its traditiopalists like Italy, China,
India and Pakistan.

One opportunity would be to start by supplying products that are widely available in Ethiopia, do not
require sophisticated manufacturing techniques, and has high demand on the Turkish market. Finished
lining for shoes from cow, sheep and goat leather, as discussed above, is a prominent example.
Ethiopian goat suede uppers also have a reasonable chance of success in the Turkish footwear
industry.

The EMA team also found anecdotal evidence of interest in clabsies for the lower income
segment of the Turkish population, and fashion and working gloves.
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Name of

companies or

MARKET ACTORS/CONTACTS

Contact person

Position

Address

Associations
Honorary Ismail HakkiKisacik Honorary consul Tel : +90212 446 4201
Consulate of Fax: 90212 446 40 05
the Republic email:ismailkisacik@tahagr
of Ethiopia oup.com
Mahmutbey Merkez
Mahallesi,IstanbulTurkey
Turkish Mehmet Akif Korkmaz African Regional Tel:+90(212)4543 85
Exporters coordinator Fax:+90(212 )454 0413/83
Assembly e-mail:
akifkorkmaz@tim.org.tr
WWWw.tim.org.tr
Y enibosnéstanbul/turkey
Turkish Onur Gorgun SecretanyGeneral | Tel:+90(216)394 07 4041
industrialist Fax:+90(216)394 07 42
Association e-mail:tdsd@tdsd.org.tr
www.tdsd.org.tr
34957 Tusla
Istanbul/Turkey
Turkish Guven Karaca Member of the Tel:+90(216)394 07 4041
industrialist board Fax:+90(216)394 07 42
Association e-mail:tdsd@tdsd.org.tr
www.tdsd.org.tr
34957 Tusla
Istanbul/Turkey
Turkish Mehmet Ali Dinc president Tel : +90(212)665 27 47
Leather 582 5511
Garments Fax:+90(212)546 77 53
Manuf acg e-mail:tdkd@tdkd.org.tr
s Association www.tdkd.org.tr
Zeytinburnu,
IstanbulTurkey
Istanbul Mehmet Ali Dinc Member of Board | Tel : +90 212 454 02 00
Leather and Fax: :+90 212 454 02 01
leather e-mail:info@itkib.org.tr
products www.itkiib.org.tr
Export e IstanbulTurkey
Association
TASD- HuseyinCetin president Tel : +90 21254971 71
Footwear Fax:+90 212 71 17
Industrialist e-mail:info@tasd.com.tr
Association www.tasd.com.tr
of Turkey BasaksehirlstanbulTurkey
Istanbul Ahmet Sisman R&D legislation Tel:(212)454 02 00
Textile and Department ext.1319
apparel Fax:+90(212)454 0423
Export e e-mail: ahmets@itkib.org.tr
Association www.itkib.org.tr

Yenibosndlstanbul/turkey
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Tel:+90(212)454
http://www.tim.org.tr/
Tel:+90(216)
Tel:+90(216)
http://www.tdsd.org.tr/
Tel:+90(216)
Tel:+90(216)
http://www.tdsd.org.tr/
http://www.tdkd.org.tr/
http://www.itkiib.org.tr/
http://www.tasd.com.tr/
Tel:(212)
mailto:ahmets@itkib.org.tr
http://www.itkib.org.tr/

Name of

companies or

Contact person

Position

Address

Associations

TASD- Suleyman GURSOY Board member Phone:+90 212 549 71 71
Footwear Fax:+90 212 71 17
Industrialist e-mail:info@tasd.com.tr
Association www.tasd.com.tr

of Turkey BasaksehirlstanbulTurkey
Ziylan Grup | Aykut Buyukekksi Member of Board | Tel: +90(212)446 8989

Fax: +90(212)446 21 41
Email
:abuyukeksi@ziylan.com.tr
www.ziylan.com.tr
Mahmutbey Merkez
Mahallesi,IstanbulTurkey

Perre by Dogu
Deri

Mehmet Ali Dinc

Owner/manager

Tel : +90 212 415 57 17/18
Fax:+90 212 510 27 36
e-mail:m.ali@doguderi.com
Zeytinburnu,
IstanbulTurkey

PICASSU

Orhan Tasdemir

Owner and manage

Head office:

Tel : (+90 212)511 85 46
522 67 59

Fax: (+90 212) 522 3666
Mercan ,Istanbul/turkey
Factory:

Tel :: (+90 212) 691 08 57
69108 56

Fax: (+90 212) 691 18 08
e-mail: info@picassu.com
WWW.picassu.com
Istanbul/turkey

Erdogan Deri

Muharrem Erdogan

owner

Head office:

Phone:+90 212 546 24 54
94 90

Fax: +90 212 546 94 80
Zeytinburnu,
IstanbulTurkey

Tannery:

Tel : +90 266 762 14 30
Fax: +90 266 762 7081
e-mail:
info@erdoganderi.com.tr
www.erdoganderi.com.tr

MOLYER

Ozcan Demir

Tel:+90212 671 56 90

Fax :+90212 67141 38
e-mail:info@molyer.com
www.molyer.com
Merkezlstanbul
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http://www.tasd.com.tr/
http://www.ziylan.com.tr/
mailto:info@picassu.com
http://www.picassu.com/
Tel:+90
Tel:+90
http://www.molyer.com/

Name of

companies or

Contact person

Position

Address

Associations

Bilge Toka Tel:(0332)3460 346

Accessories Fax: (332) 346 1 346

and Merkezistanbul

components

manufacturer

Deteks Burc Uluc Ithalatihracat Tel: 0(216) 394 02 40

Kimya departmani Fax:0(216)394 09 65

Sanayia.s. e-mail
:burculuc@deteks.com.tr
www.deteks.com.tr
Aydinli-Tuslaistanbut
Turkey

Maderi Tugrul Matras Tel: 0216 394 29 02

tanning :0216 394 14 18

corporation Fax: 0216 394 14 20

e-mail : tugrul@mader

tanning.com
F/2 parsel Tuskistanbul-

Turkey
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Tel:(0332)346
http://www.deteks.com.tr/
mailto:tugrul@mader-tanning.com
mailto:tugrul@mader-tanning.com

ANNEX 8: UNITED ARAB EMIRATES SUMMARY MARKET
ANALYSIS FOR LIVESTOCK PRODUC TS

TRADE DATA

Table 31: UAE Trade Data for Meat (HS 02), 2011

Imports Exports
Market Value Market Value
TOTAL World $1,362,295,08¢ World $41,007,173
1 Brazil $547,514,423 Oman $9,885,827
2 Australia $205,298,712 Iran $6,930,772
3 India $180,851,874 Qatar $5,750,936
4 USA $124,378,639 Jordan $2,364,236
5 Pakistan $57,232,536 | Afghanistan | $2,022,992
6 Ethiopia $48,608,264 Kenya $1,847,278
7 France $27,812,350 Brazil $1,638,075
8 New Zealand| $27,208,461 | Saudi Arabia| $1,340,179
9 Oman $25,388,122 Kuwait $1,248,885
10 Saudi Arabia| $19,838,052 | Turkmenistan $1,212,732

Table 32 UAE Trade Data for Live Animals (HS 01), 2011

Live Animals

Import Export
Market Value Market Value
TOTAL World $168,273,224 World $24,652,472
1 Oman $58,979,171 Qatar $13,881,528
2 India $19,483,353 India $3,262,056
. Saudi
3 Somalia | $17,129,368 Arabia $3,150,698
4 Australia | $10,537,493 Oman $1,089,271
5 Iran $9,360,980 France $577,254
6 Netherlands $7,438,260 Bahrain $477,158
Saudi .
7 Arabia $6,702,508 Kuwait $340,888
United .
38 Kingdom $4,256,182 | Afghanistan| $307,764
9 Germany | $4,209,324 Japan $205,638
10 Qatar $4,115,711 Iran $165,229

EXPORT HISTORY

Hameria Trading was established in 1992 and began importing cattle from Ethiopia in 2003. The

L MD
in the market.

team met

wi t h

54 UN ComTrade

the fi
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Ethiopian quarantinesdonotméeh e UAEG6s | ivestock import requir
from Ethiopia are currently banned. Ethiopian animals still enter the UAE market, by first passing
through additional quarantine in Djibouti or Somalia.

MARKET SIZE AND TRENDS

UAE is a lage importer of live sheep and goats, as well as meat. It imported 208,219 live sheep and
3,795 cattle in 2007. Though low in number, cattle imports are growing at a rapid rate. According to
the Dubai Chamber of Commerce and Industry, between 2000 &dd R0bai imported USD 2.24
billion of livestock and livestock products.

UAEOGs appetite for me at has been steadily incre
between 2008 and 2011. UAE imported over $1 billion worth of meat in 2011, of whactil, B

Australia, USA and India supplied more than 77%. Unique to the UAE market is the substantially

high proportion of foreigners; of its 3.1 million residents, about 75% are expatriates. The UAE also
includes a sizable Ethiopian community.

The LMD team interviewed several firms importing Ethiopian meat. Alkarama Meat Trading usually
imports 810 tons of meat each day from Ethiopia. Siam Trading and Reliance Trade both iport 2
tons of meat per day from Ethiopia. Somali Blackhead sheef5@$ and Boran cattle (22850

kg) are especially in demand.

KEY MARKET SUCCESSARCTORS AND E SHERFPRMANCE

Unfortunately, UAE currently bans imports of live animals from Ethiopia due to quarantine
procedures that they find to be unacceptablenany animals imported from Djibouti and Somalia
are of Ethiopian origin. Entering the market for live animals will require improving the quarantine
conditions and achieving accreditation from the Dubai Municipality.

The quarantine regulation requires days of quarantine before entry into UAE. Live sheep and goats
are tested for Rift Valley Fever and Brucellosis. If disease is detected, then an additional 15 days of
guarantine is required to look for clinical signs for suspected diseases (UAE EMAt)Repbe

major causes of animal rejection in Dubai aysticercus bovisn cattle and hydatidosis in small
ruminants. At the quarantine in the port of Hamriya, cattle are vaccinated against FMD type A, O, C,
SAT 1 and rinderpest, while shoats are dire¢igen to the market. Following the 2007 RVF
outbreak in Kenya, the UAE imposed an import ban on Ethiopia for approximately six months
(Farmer).

UAE live animal importers require a Letter of Credit (LC) to ensure reliability of imports. They
would be combrtable with importing live animals every three months.

Halal certification is a major concern for this market and Ethiopian meat has a damaged reputation.
Interviews with importers reveal that they know that Ethiopian export abattoirs are thaldahe
perception among retail consumers is that they do not. As a result, Ethiopian meat is usually re
packaged as Indian, Pakistani or Som&liddle and lower classes buy Ethiopian meat, which
competes with meat from India, Pakistan, Kenya and Taamzdrhere is some possibility of entering

the highend market in UAE with organic certification. This would place Ethiopian meat in
competition with meat from Australia.

Other keys to success include repairing a damaged reputation among importers péth tes
upholding promises and maintaining consistent quality levels. There are currently a number of
importers of Ethiopian meat, some of which believe they have developed a good business relationship
with Ethiopian meat suppliers. However, there arkk sbincerns regarding lack of uniformity in
supphd noting occurrences of hair, skin and fecal matter on imported caréassdsescalating
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prices, which have forced i mporters to | ose Et

Tanzania.

Accordingto one importer, there is a substantial price difference at retail between Ethiopian meat and
that from competitors like Somalia at retail outlets. Ethiopian meat sold at 28 AED (USD 7.60) per
kg, whereas Somalia sells for 35 AED (USD 9.50). This iabse people place more trust in the
halal certification of Somali meat. Ethiopian meat is oftepaekaged as Somali meat for this
reason. Also, live sheep imported from Somalia and slaughtered in Dubai are fresher than Ethiopian
meat, which has beenatisported. (Interview with Mr. Tenveer from Alsakar Livestock and Meat
Trade)

Live Animals: Animals of Ethiopian origin fetch high prices relative to Pakistani and Somali cattle.
Ethiopian cattle, especially Borena, are well known for their high quality.

COMPETITION

Competition is steep for live animal and meat imports into the UAE. Major competitors for live
animals are Somalia (sheep, cattle), India (sheep and goats), Iran, Kenya, and Australia (sheep).
Competitors for meat are Brazil, Australia, USAglia, and Pakistan, though UAE importers regard
Tanzania and Kenyan as close substitutes for Ethiopian meat. Kenya and Tanzania compete on low
prices and high quality.

UAE importers regard Ethiopian meat as being of low quality due to the prevalehas, afkin and
fecal matter on carcasses. However, at the retail market, Ethiopian meat maintains a price premium,
due to its tenderness and taste.

Table 33: Live Animal Prices of Competitors in Dubai Livestock MarRet

Competitor countries Size of Live Cattle Price (USD)
Pakistan Large 750
Somalia Small 500
Somalia Medium 550- 580
Somalia Large 750- 780
Ethiopia Large 850

% Interview with Hameria Trading Company, UAE, February 2013
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LOGISTICS

Table 34: Beef Wholesale Prices of Competitors in UAE Markets

Competitor Purchasing Price  Wholesale Price Retail Price
countries
1 Pakistan 4500 USD/ton 18-19AED/Kg= 4.5 | 30 AED/KG
5.5USD/KG
2 Indian 4500 USD/ton 1819 AED/kg= 4.5 | 30 AED/KG
5.5USD/KG
3 Kenya 5200 USD/ton 1822 AED/kg= 5 | 2830
6USD/KG AED/KG
4 Tanzania 5200 USD/tom 1822 AED/kg= 5
6USD/KG
5 Somalia 35 AED/KG
6 Ethiopia 5900 USD/ton 22-23 AED/kg= 6 | 29130
6.5USD/KG AED/KG

Live Animals:Ethiopian live animals must be quarantined in Djibouti for a minimum of 15 days
before being exported to UAE. The feeding expenses incurred often make the animals uncompetitive.

Meat: Meat is typically flown to Dubai via Ethiopian Airlines or Emirates Airlines. Ethiopian
Airlines is considered unreliable by importers, citing schedule changes and flight cancellations. Due
to these problems, meat imports were shifted to Emirates @gtlinOther challenges for meat
transport include lack of sufficient air space for Ethiopian mutton and goat meat, which become acute
during the peak seasons of Ramadan and Arefa.

OPPORTUNITIES

There is a huge and growing demand for meat in the UAE andpizh livestock are well known in
the market.

Further expansion into this market requires quality improvements, largely at the level of. Export
abattoirs and laboratories should be approved by Dubai Municipality. Approval depends on the halal
slaughteng procedure and the presence of a regional Islamic council.

The natural manner in which livestock are kept in Ethiopia creates a possibility for seeking organic
certification of Ethiopian meat. This could garner a price premium and tap into a new market
segment.

Another possibility is to market vacuum packed meat. Farm Fresh L.L.C and Federal Foods L.LC.
both expressed interest in procuring this product. This would be possible by establishing linkages with
Abergelle and Ashraf Export abattoirs, both dfigh have good facilities for frozen and vacuum
packed products.

%% Interview with Mr. Tenveer from Alsakar Livestock and Meat Trade, UAE, February 2013
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MARKET ACTORS/CONTACTS

The contact information of importers and retailers consulted for this study are captured below.

Name

Organization

Title

Contact

Ibrahim Hameria Trading Managing Director| 00971556144569
Live animalsimporter

Mr. Abdul Hammed Alkarama Meat Trading Managing Director| 00971506539516

Omer Meat Whole Seller

Mr. Jemmal Siam Trading Managing Director| 00971506244397
Meat Whole Seller

Mr. Ali Alansari Reliance Trading Managing Director| 00971508024051
MeatWhole Seller

Jaffer M.Salem Merkato General Tradin{ General Manager | 00971507397577
Meat Retailer

Amir Tamimi Rashid Al Jabri Meat Es| General Manager | 00971502141206
Meat Retailer

Lankihir Sambahir | Lahore Meat Shoj General Manager | 00971502794608
MeatRetailer

Tenveer Alsakar Livestock and Meg General Manager | 00971505863069
Retailer

Firas Housser Farm Fresh L.L.C| Division Manager | 00971506543372

Algeber New Potential Importers

Abdul Samad Federal Foodg ProductManger 00971508780969

Ansari New Potential Importers

Paul Murphy Abbeyfield Fine Food Com Managing Director| 00971508495767

New Potential Importers
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ANNEX 9: CONTACTS FOR DAIRY DOMESTIC EMA

Sebeta  Agro Industr
1 | (Yohannes Belay- Farm| Processor 6-2-2013 Sebeta 0911470035
Operation Manager)
Addis Ababa Trade & Addis
2 Industry Bureau Government 6-2-2013 Ababa
Addis Ababa Urbar Addis
£ Agriculture Office CIOYEITE). 6-2-2013 | Apaba
Ethiopian Meat and Dain
4 | Technology Institutg Government 7-2-2013 Debrezeit | 091128937
(Desalegn G/Medhin)
Addis
5 | Ato Getachew Worku Producer 7-2-2013 0911225684
Ababa
Awash  dairy  products G Addis
6 enterprise (Tiku) Producer 7-2-2013 Ababa 0911613893
7 AIp_ha Dairy Fodder ang Pr_oducer (Foreigr 9-2-2013 Debrezeit | 0910279080
Dairy Farm origin)
Timret Agro Industry Shar Addis
8 | Company (Dr Taffesq Processor 7-2-2013 0930012319
: Ababa
Mesfin)
9 Holland Dairy (Tewodros Processor (Foreig 9-2-2013 Debrezeit
Zewde- General Manager) | origin)
10 | Meskerem Solomon Producer 9-2-2013 Debrezeit
11 | Amanuel Assefa Researcher 6-2-2013 Hiltie
Ababa
12 m:lrll(')"k vesige (2 Processor/Produce 27-2-2013 | Dire Dawa | 0915750805
13 | Yohanis Amare Producer 27-2-2013 | Dire Dawa | 0915739540
14 | Mohammed Yuya Producer 4-3-2013 Dire Dawa | 0915037219
15 | Belete Alemayehu Producer 4-3-2013 Dire Dawa
16 | Ambachew Producer 17-2-2013 | Bahir Dar | 09187661
17 | Aster Alemu Producer 12-2-2013 | Awassa 0916828192
18 | Gizachew Producer 13-2-2013 | Awassa
Seron Dairy Farm  (Atg
19 Tamrat) Producer 13-2-2013 | Awassa 0911739614

79




SOS chil dremd
20 | Hawassa  branch  (At| Producer 12-2-2013 | Awassa 0916863411
Mohammed)
21 | Alemtsehay Wenijele Producer 18-2-2013 | Bahir Dar | 0911883619
22 | Misganaw Ashebir Producer 182-2013 | Bahir Dar | 0918221702
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