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Abstract

This study aims to inform the implementation in Ethiopia of the AgrInvest-Food Systems 
Project, a collaboration between the Food and Agricultural Organization of the United Nations 
(FAO) and the European Centre for Development Policy Management (ECDPM) to promote 
private investment in African food systems that contributes to sustainable development 
objectives. The study analyses the Ethiopian food system, identifying and explaining notable 
trends, important socio-economic, food security and nutrition and environmental outcomes 
generated by the food system, as well as the structural factors, institutions and actors that 
shape food system outcomes in Ethiopia. These outcomes reflect a number of sustainability 
challenges hampering the food system and its contribution to sustainable development in 
Ethiopia, including increasing land pressures, high levels of rural poverty, growing youth 
under-employment, gender inequality, persistent food insecurity and malnutrition, reduced 
biodiversity and the loss of ecosystem services, especially due to land degradation and 
deforestation, and weak resilience to climate change. Based on this analysis and on recent 
efforts to prioritise specific agri-food value chains in Ethiopia for focusing policy interventions 
and public and private investment, the study then identifies dairy, fruit and vegetable and 
pulses value chains as particularly promising ones on which to focus interventions to facilitate 
investment to achieve a sustainable impact. Digging deeper, the study concludes by analysing 
the commercial potential, relevance to sustainability objectives, political traction and potential 
pathways for impact from investment in these value chains, presenting this analysis as the basis 
for further engagement with Ethiopian stakeholders under the AgrInvest-Food Systems Project.
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Executive summary

Ethiopia’s evolving food system

Ethiopia�s food system is crucial to the country�s pursuit of sustainable economic development. The 
country�s smallholder-dominated agriculture sector contributes a third of gross domestic product, 
provides livelihoods for three-quarters of the population and is the country�s major foreign exchange 
earner. Agriculture is also an essential source of inputs for Ethiopia�s growing manufacturing and 
services sectors, with food distribution, processing and retail representing important activities in these 
sectors. 

Driven by population growth, urbanisation, growing incomes and improving infrastructure, Ethiopia�s 
food system is evolving from a traditional system characterised by subsistence farming and localised 
value chains, to a �transitional� one characterised by longer value chains, the increased importance 
of markets, growing urban demand and emerging quality standards. Nonetheless, the food system 
continues to be characterised by high levels of informality in agricultural production, trade and retail.  

Agricultural production in Ethiopia has grown rapidly due to the expansion of cultivated land and the 
intensification and modernisation of agriculture in the country. Agricultural surpluses are generating 
structural changes in agri-food value chains, as producers and consumers become more reliant on 
markets. Ethiopia is also witnessing the emergence of modern food marketing methods, technologies 
and systems, reflected in the increased use of mobile phones, the establishment of a commodity 
exchange, a growing (but still small) modern food service sector and increasing differentiation in food 
retail markets. Growth and transformation are also occurring in food trading and transport, processing, 
distribution and retail, with such activities becoming increasingly important sources of employment 
and livelihoods.

Diets are also changing. Ethiopians are consuming more calories, and the dominance of starchy staples 
in household food consumption is declining as consumption of high-value products such as meat and 
dairy products and fruits and vegetables increases, albeit from a low base. In addition, Ethiopians, 
particularly in urban areas, are eating more processed and convenience foods, including meat- and 
wheat-derived products, and eating outside of the home more often. As the share of urban population 
increases, the dietary preferences of urban populations are likely to become more dominant.

Sustainability challenges in the Ethiopian food system

These ongoing transformations - currently taking place against a backdrop of interrelated political, 
security and health crises - are having, and will continue to have, significant impacts on the socio-
economic, nutritional and environmental outcomes generated by the Ethiopian food system. Some of 
these outcomes pose critical sustainability challenges for Ethiopia.

For example, despite recent production and productivity growth, and the positive impact this has had 
on poverty, agriculture in Ethiopia is still predominantly subsistence-based, dependent on rainfall and 
vulnerable to frequent droughts. Consequently, rural poverty remains significant, and food insecurity, 
though declining, persists, especially among rural women and children. Despite changing diets, 
household consumption remains dominated by starchy staples, especially among the rural poor. Lack 
of dietary diversity and underconsumption of nutritious foods such as fruits and vegetables contribute 
to persistently high levels of malnutrition in Ethiopia.
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Various barriers lead to lower levels of agricultural productivity among female-headed farming 
households, reinforcing broader gender inequality in the country. Meanwhile, Ethiopia�s rapidly growing 
and largely rural population is generating increased pressure on the country�s available land. Growing 
numbers of youth are finding themselves landless and underemployed, which in turn contributes to 
rural-urban migration and to political unrest and instability. Conflict over land has also arisen in the 
past from large-scale agricultural investments that displaced local populations. This has led to a de 
facto moratorium being placed on such investments. 

Against a backdrop of climate change and a rapidly growing population, agricultural expansion has 
caused significant damage to the country�s natural resources, by way of soil erosion, land degradation, 
deforestation and increased pressure on water availability in agricultural areas. Clearance of natural 
forests, overgrazing by livestock, water pollution and increased use of agrochemicals have all 
contributed to biodiversity and ecosystem loss, increasing the vulnerability of many Ethiopians to food 
and water insecurity, and reducing climate resilience. 

Given the agroclimatic and socio-economic dynamics driving the Ethiopian food system, and the interests 
of key stakeholders in the system, there is significant opportunity for private investments in Ethiopia�s 
agri-food value chains to support the country�s agricultural transformation and commercialisation 
objectives. Yet there are also plenty of obstacles to attracting such investment. Given the sustainability 
challenges highlighted here, there is also a need to identify and exploit opportunities for investments 
that can have a positive impact on the socioeconomic, nutritional and environmental sustainability of 
the Ethiopian food system. 

Promising entry points for sustainable investment in the Ethiopian food system

Based on a review of past analysis and interviews with various Ethiopian food system experts, as well 
as a bespoke methodology, three sets of agri-food value chains are found to be particularly promising 
in terms of the opportunities they present to attract private investment that can generate positive 
sustainability impacts. 

Ethiopia�s emerging dairy value chains display significant commercial potential due to increasing 
local demand for dairy products, current supply gaps and potential for improved yields. Investment in 
dairy value chains can contribute to improving rural and peri-urban livelihoods, including for women, 
given their prominent role in dairy production, while increased consumption of dairy products can help 
address malnutrition and micronutrient deficiencies. There is also strong government backing for 
promoting the dairy subsector, and Ethiopia�s agro-industrial parks present opportunities for investing 
in dairy processing. 

Fruit and vegetable value chains are also promising. Growing local demand for fruits and vegetables 
means high prices on the local market, and there is significant export potential for products such 
as avocados, as well as underutilised irrigation potential and abundant cheap labour. Fruit and 
vegetable production can create jobs, including processing jobs for unskilled workers and for women, 
while increased consumption of fruits and vegetables can help address the lack of dietary diversity. 
Meanwhile, investing in reducing post-harvest losses, agroforestry systems and/or more appropriate 
use of agro-chemicals can have a positive impact on Ethiopia�s natural environment. Processing 
horticulture products for export is strongly encouraged by the Ethiopian government, and there are 
opportunities for investment in tomato and avocado production in the country�s Agro-Commodity 
Procurement Zones (ACPZs), attached to its flagship agro-industrial parks.



Executive summary

xi

There is also significant commercial opportunity for investment in Ethiopia�s pulses value chains, 
in production (especially for export), contract farming, input supply, processing and trading. Such 
investments could improve the livelihoods of smallholder farmers as they boost Ethiopia�s foreign 
exchange earnings. Pulses are also highly nutritious, and increased consumption can help tackle 
persistent food insecurity and malnutrition in Ethiopia. Pulses also play an important role in sustainable 
land management, by improving soil fertility, reducing soil and water erosion, and improving climate 
resilience. Given these advantages, the Ethiopian government is increasingly promoting investment 
in pulses, including through the National Pulses Strategy and through its ACPZs and agro-industrial 
parks. Investments in pulses can build on large-scale programmes to boost exports to Asia as well as 
efforts to exploit opportunities to supply regional markets.
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1. Background, context and approach

1.1 The AgrInvest-Food Systems Project

In developing countries, and particularly in Africa, farmers, processors and other actors in food systems 
struggle to access the finance needed to accelerate progress towards the Sustainable Development 
Goals (SDGs) and to increase their resilience to global shocks. The inability of financial institutions and 
private investors to identify profitable opportunities within food systems is just one of the barriers that 
hinder investment. The AgrInvest-Food Systems Project, financed by the Italian Ministry of Foreign 
Affairs and International Cooperation, is a collaboration between the Food and Agricultural Organization 
of the United Nations (FAO) and the European Centre for Development Policy Management (ECDPM) to 
promote investments in African food systems that contribute to sustainable economic growth and boost 
rural employment, particularly for women and young people. The project, implemented in Burkina 
Faso, Ethiopia, Kenya and the Niger, analyses food systems and agri-food value chains at national level, 
seeks innovative ways to promote private sector financing while encouraging investments that help 
improve the sustainability of local food systems, and convenes and facilitates meetings, fora, events, 
and fairs to bring together value chain stakeholders, private investors and public actors. The project 
also works to create a conducive environment for private investment and shares knowledge to promote 
sustainable investments for food system transformation across Africa.

1.2. This scoping study

1.2.1. Objectives
To inform the implementation of the AgrInvest-Food Systems Project in Ethiopia, this study aims to 
improve understanding of the context for promoting sustainable private investment in the Ethiopian food 
system and to identify promising entry points for interventions to facilitate such investments. Using the 
ECDPM�s methodological approach for food systems analysis (Dekeyser et al., 2020), the study provides a 
snapshot of the major socio-economic, nutritional and environmental outcomes of the Ethiopian food system, 
identifying crucial sustainability challenges, and analyses the major political economy dynamics (structural 
drivers, institutions and actors) influencing investment in the food system. Building on this analysis, the 
study identifies promising agri-food value chains, and assesses them to identify entry points for further work 
under the AgrInvest-Food Systems Project. By using political economy analysis to understand the drivers of 
investment in the Ethiopian food system, the study seeks to lay the groundwork for adopting a politically astute 
approach to facilitating private investment in the food system under the AgrInvest-Food Systems Project.

1.2.2. Approach and limitations
This study was conducted through a desk-based literature review and remote (virtual) interviews with 
Ethiopia-based experts between June and October 2020. This was a time of rapidly changing dynamics. 
The global COVID-19 pandemic disrupted processes, made most physical meetings impossible and 
put international stakeholders in crisis mode. Moreover, the political situation in Ethiopia at the time 
of writing is one of transition. The key processes of economic and agricultural policymaking have been 
suspended until after elections, originally due in 2020 but postponed to next year. Uncertainty around 
these elections is compounded by civil unrest, including widespread protest movements that triggered 
a month-long internet shutdown with a further disruptive impact. However, Ethiopian stakeholders are 
by now well accustomed to working in emergency situations: crisis management has become a form 
of routine for many, and it does not preclude policymaking and the development of initiatives relating 
to investment and agriculture. That said, the volatile situation does mean that some of the findings of 
the study may only be valid in the short-run, and should be taken as a snapshot of the situation in 2020.  
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2. Mapping the food system in Ethiopia

Agriculture is a key sector in Ethiopia, contributing more than a third of gross domestic product (GDP), 
providing livelihoods for around three-quarters of the population and generating the vast majority of 
the country�s foreign exchange earnings. Food production is dominated by smallholder farmers, who 
together produce more than 90 percent of the country�s agricultural output (Ayele et al., 2019). Over 
three-quarters of cultivated land is used for cereals, the main source of food and income for most 
smallholders. Government policy has generally focused on smallholder agriculture development, 
with a more recent focus on larger commercial farms. Despite recent production and productivity 
growth, and the positive impact this has had on poverty, agriculture in Ethiopia is still predominantly 
subsistence-based, dependent on rainfall and vulnerable to frequent droughts (ibid.). Consequently, 
the country remains relatively food insecure, a situation that has been exacerbated by the impact 
of the COVID-19 pandemic. Nonetheless, there is huge potential for further agricultural growth and 
transformation in Ethiopia, including through agricultural expansion in parts of the country�s lowlands 
and by increasing the very low levels of irrigation, mechanisation and use of improved seeds and other 
inputs by Ethiopian farmers. Investment in Ethiopia�s food system could generate improved livelihoods 
and nutrition, solving chronic poverty and food insecurity in the country.

2.1. A rapidly evolving food system

Driven by rapid population growth and increasing urbanisation, growing incomes and investments in 
infrastructure, Ethiopia�s food system is evolving from a �traditional system� characterised by subsistence 
farming, low levels of urbanisation and localised value chains, to a �transitional system� characterised by 
longer value chains, the increased importance of markets, growing urban demand and emerging quality 
standards (Minten et al., 2018). This evolution involves transformations in food production, in food marketing 
and supply chains and in changing diets.

There has been significant growth in agricultural production in Ethiopia, resulting from an expansion of 
land under cultivation1 and improving yields due to increased use of modern inputs. The intensification 
and modernisation of Ethiopian agriculture is being driven by the increasing availability of agricultural 
extension agents, improved market access, better price incentives and higher farmer education levels 
(ibid.). This process is reflected in the rapid growth in the use of chemical fertilisers and pesticides by 
Ethiopian farmers, which generates a �trade-off� in terms of increasing risks to human and environmental 
health from over- and misuse of agrochemicals. The Ethiopian government has put increasing emphasis 
on promoting large commercial farms to stimulate agricultural production, particularly for export; 
however, the role of such farms in agricultural production remains relatively small2.  Meanwhile, 
smallholder farmers are facing increasing land constraints due to a growing population. Farm sizes 
are declining and younger farmers are increasingly having to rent land to farm (ibid.).

Growing agricultural commercial surpluses are generating structural changes in food supply chains, 
as producers and consumers are becoming more reliant on markets (ibid.). Ethiopia is witnessing the 
emergence of modern food marketing methods, technologies and systems, reflected in the increased 
use of mobile phones, the establishment of a commodity exchange, a growing (but still small) modern 
food service sector and increasing differentiation in food retail markets (ibid.). Spatial and seasonal price 
margins are shrinking as markets become better integrated and storage conditions improve. Ethiopia is 

1 Total agricultural area increased by 40 percent between 2004 and 2016 (Posthumus et al., 2018).
2 Such farms account for about 7 percent of all cultivated land in Ethiopia (Minten et al., 2018).
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also experiencing growth and transformation in food trading and transport, processing, distribution and 
retail, with such activities becoming increasingly important sources of employment and livelihoods (ibid.). 
However, the real price of non-cereal foods is increasing.

Diets are also changing. Ethiopians are consuming more calories, while the dominance of starchy staples 
(particularly domestically grown cereals) in household food consumption is declining as consumption of 
high-value products such as meat and dairy products and fruits and vegetables increases, albeit from 
a low base (Posthumus et al., 2018). Ethiopians, particularly in urban areas, are eating more processed 
and convenience foods, including meat and wheat-derived products, and eating outside of the home 
more often, developments typically seen as incomes rise. As the share of the urban population increases 
rapidly (although from a very low basis of around one in five Ethiopians), the dietary preferences of urban 
populations are likely to become more dominant (Minten et al., 2018).

These ongoing transformations are having, and will continue to have, significant impacts on the socio-
economic, food security and nutrition and environmental outcomes generated by the Ethiopian food 
system. These outcomes, and the sustainability challenges they pose, are presented in Section 2.2 below. 
In many cases, these outcomes also reinforce broader dynamics, such as growing incomes, trade deficits 
and gender inequality, that are themselves important �drivers� of food system outcomes in Ethiopia. These 
drivers are examined in Section 2.3.

2.2. Food system outcomes and sustainability challenges

2.2.1. Socio-economic outcomes
Economic output and growth. Agriculture has traditionally been the biggest sector of the Ethiopian 
economy, as well as a crucial source of inputs for the manufacturing and services sector. While the share of 
agriculture3 value added in Ethiopia�s GDP declined from 45 percent in 2000, to 34 percent in 2019, reflecting 
Ethiopia�s ongoing structural transformation,4 the value of Ethiopia�s agricultural production grew almost 
tenfold5 (in nominal terms) over that period6,  contributing greatly to Ethiopia�s impressive recent economic 
growth. As well as agricultural production, food distribution, processing and retail are important subsectors 
of Ethiopia�s services and manufacturing sectors. The impact of the COVID-19 pandemic has led to declines 
in the contributions of agriculture and food processing to Ethiopia�s GDP during 2020 (WUR, 2020).

Poverty alleviation. Along with improved infrastructure and connectivity, growth in agricultural production 
has been a major contributor to poverty reduction, particularly in rural areas, as the number of Ethiopians 
living below the poverty line decreased from 44.2 percent in 2000 to 23.5 percent in 2016 (Ayele et al., 
2019; Bachewe et al., 2016). The declining share of food items in the overall consumption basket (even if 
Wwol spending on food has increased) reflects improving welfare in the country (Minten et al., 2018). It is 
estimated, however, that between 2 and 4 million Ethiopians will fall into poverty as a result of COVID-19 and 
its impact on the Ethiopian economy (WUR, 2020).

Dependence on international food markets. Despite growing agricultural production, Ethiopia�s reliance 
on agricultural imports has grown over the past two decades, with imports increasing from USD 259 million 
in 2001 to USD 2.25 billion in 2018 (accounting for 15 percent of overall imports).7 Palm oil, wheat, sugar and 

3 Including forestry and fishing.
4 World Bank, World Development Indicators.
5 6.5 percent a year (Ayele et al., 2019).
6 From USD 3.7 billion to USD 32.6 billion. World Bank, World Development Indicators.
7 ITC Trademap, using data from UN Comtrade and from the Ethiopian Revenues and Customs Authority.
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rice are the most imported food products. Although Ethiopia is the third largest producer of wheat in Africa, 
the country imports around USD 400 million a year of wheat (equivalent to just under a fifth of domestic 
consumption).8 Most of this wheat is imported by the government or international agencies like the World 
Food Programme (WFP) to be used for distribution as part of humanitarian activities9 or in Ethiopia�s 
Productive Safety Net Programme (PSNP) (Minten et al., 2018). 

Foreign exchange earnings. Agricultural exports are Ethiopia�s main source of foreign exchange. This is 
significant, as Ethiopia imports far more than it exports (a trend likely to be exacerbated by the impact of 
COVID-19), leading to persistent foreign exchange shortages (see the discussion of Ethiopia�s trade deficit 
as a driver of food systems outcomes in section 2.3.1 below). Agricultural products10 account for 75 percent 
of the value of Ethiopia�s total exports, with coffee accounting for about a third of these exports, and oilseeds 
(particularly sesame) and pulses the next most important food exports (cut flowers have become a significant 
non-food agricultural export in recent years).11 As with imports, the value of Ethiopia�s agricultural exports 
(including cut flowers), has increased significantly in recent years, from USD 294 million in 2001 to USD 1.15 
billion in 2018. 

Employment and livelihoods. The agricultural sector generates between 6512 and 85 percent13 of total 
employment in Ethiopia, and absorbs large amounts of informal labour, including family labour and 
casual labour (WUR, 2020). Expanding agricultural supply chains, encompassing growth in food transport, 
processing, distribution and retail, are also becoming important sources of employment. Around a million 
Ethiopians (2 percent of the economically active population) work in food processing, with about a tenth 
of these engaged in injera production in urban areas. Small-scale manufacturing (half of which involves 
agri-food processing) plays a more important role in generating employment, especially for women, 
than larger manufacturing companies do (Minten et al., 2018). Agricultural trade and transport are also 
significant sources of employment in the service sector, with agricultural trade being one of the main non-
farm activities in rural parts of the country (ibid.). However, COVID-19 is negatively impacting livelihoods in 
Ethiopia by causing job losses in various agricultural and agro-processing industries, and losses of income 
from casual labour (WUR, 2020).

Youth un(der)employment and rural-urban migration. Insufficient investment, limited access to finance 
and the decreasing availability of agricultural land for younger generations (due to population growth, 
land scarcity and market restrictions) contribute to insufficient levels of rural job creation and high levels 
of un(der)employment - and growing landlessness - among the rural youth in Ethiopia, the group most 
affected by poverty and unemployment in the country (Tigabu & Gebeyehu, 2020).  As a result, growing 
numbers of youth jobseekers are exiting Ethiopia�s rural areas, leading to unabating rural-urban migration 
and migration abroad (ibid.). Growing youth un(der)employment also contributes to political unrest in 
Ethiopia. Young people are also likely to be the worst hit by job losses caused by COVID-19, particularly in 
activities such as food processing and street vending (WUR, 2020). 

Gender gap in agricultural productivity. As in many African countries, there is a �gender gap� in agricultural 
productivity in Ethiopia, which reinforces broader gender inequality in the country (see the discussion of 
gender inequality as a driver of food system outcomes in section 2.3.1 below). On average, female-headed 

8 EIC & ATA, 2019.
9 The WFP provides food and other support to an estimated 700 000 registered refugees in Ethiopia.
10 Not including leather and leather products.
11 ITC Trademap, using data from UN Comtrade and from the Ethiopian Revenues and Customs Authority.
12 World Bank data.
13 See: http://www.fao.org/ethiopia/fao-in-ethiopia/ethiopia-at-a-glance/en/. 
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farming households in Ethiopia are 11 percent less productive than their male-headed counterparts 
because, among other things, they have lower access to (family or hired) male labour and to inputs such as 
pesticides (UN Women et al., 2018). Female-headed households in Ethiopia are also more likely to suffer 
from reduced assets, income or consumption when food prices are high (Gebru et al., 2018). In addition, 
land displacement caused by large-scale agricultural investments has more adverse effects on women in 
terms of labour needed to make up for lost land livestock, time needed for collecting firewood and water 
from distant locations and increased household responsibilities when male members have migrated for 
work (Hajjar et al., 2020).

Displacement, dispossession, land-based conflict and political unrest. The promotion in recent years 
of large-scale agricultural investment has had some negative social impacts in Ethiopia, particularly for 
already marginalised communities in the Ethiopian lowlands, where land allocation to investors has been 
concentrated (Cochrane & Legault, 2020). Such investments have led to local communities losing access 
to traditional lands used for subsistence farming (ibid.). For pastoralists in Ethiopia�s arid and semiarid 
rangelands, such investments have contributed to diminished grazing areas and increased competition 
for pasture and water (USAID, 2011). The displacement and dispossession caused by some large-scale 
agricultural investments have in turn contributed to land-based conflict,14 which in many cases takes on 
an ethnic dimension, and to growing rural landlessness (particularly among youth), which contributes 
to political unrest (Lavers, 2018). Ethnic conflict and political unrest are in turn major drivers (along with 
climate shocks) of displacement in Ethiopia (Yigzaw & Abitew, 2019).15 

Health risks from overuse and misuse of pesticides. The import and use of pesticides in Ethiopia has 
increased significantly in recent years as agricultural intensification has been promoted. Although the 
country has a legal framework for pesticide registration, distribution and use, regulations are not strictly 
implemented by farmers (Fikadu, 2020). Overuse of pesticides (especially on fruit and vegetables) is a big 
problem,16 and creates potential health risks for local consumers. Small-scale farmers in Ethiopia regularly 
expose themselves to health and safety risks by, for example, not using protective devices when applying 
pesticides or not disposing of pesticide containers safely (Teklu, 2016).

2.2.2.	 Food security and nutrition
Persistent (but declining) food insecurity. Food security in Ethiopia has improved over the past couple 
of decades, as food consumption, measured in calories, has increased (Minten et al., 2018). Nonetheless, 
food insecurity remains a problem. Recent estimates suggest that about 20 percent of the population are 
undernourished (down from 37 percent in 2004-06), while 14 percent of the population are severely food 
insecure and 58 percent either moderately or severely food insecure (see Figure). Food security indicators 
have also worsened significantly since the arrival of the COVID-19 pandemic in Ethiopia. There are significant 
differences in regional vulnerability to food insecurity, with the lowlands, pastoral areas and drought-prone 
highlands among the most food insecure regions (CIAT; BFS/USAID, 2017). Food insecurity also has a 
gendered aspect in Ethiopia, with studies finding that adolescent girls tend to be more food insecure than 
their male counterparts (Gebru et al., 2018). Persistent food insecurity and vulnerability to food crises also 
mean that Ethiopia is reliant on food aid and social protection mechanisms such as the Productive Safety 
Net Programme (PSNP).  

14 Land-grabbing fuelled conflict in the Oromia region, where a lot of foreign agricultural investments are concentrated. This 
conflict initially involved attacks on foreign-owned investments and later spilled over into interethnic conflict. consequently, the 
Ethiopian government is no longer providing land to foreign investors in Oromia, and investors are now targeting locations in 
the Amhara region (interviews).
15 Approximately 1.8 million Ethiopians are internally displaced (see: https://www.usaid.gov/ethiopia/food-assistance). 
16 Interview.
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Low dietary diversity. Household food consumption in Ethiopia is dominated by cereals and pulses. 
Consumption of animal products and micronutrient-rich fruits and vegetables is increasing, particularly in 
urban areas,17 but remains very low,18 resulting in insufficient levels of protein and of micronutrients such 
as vitamin A and zinc in Ethiopian diets (Bachewe et al., 2019; Gebru et al., 2018). Rising food inflation and 
government commitment to increasing the productivity of staple crops has meant that the cost of animal 
product foods, fruits, vegetables and pulses has increased much more rapidly than the cost of starchy 
staples over the last decade (FAO et al., 2020). The increasing real prices of nutritionally-rich foods also 
reflects the fact that growing demand for such products - driven by rising incomes, particularly in urban 
areas - is outstripping supply (Minten et al., 2018). Increasing prices limit the accessibility of nutritious 
foods for the poorest households and suggest that investment and attention is needed to improve their 
affordability for consumers (FAO et al., 2020; Minten et al., 2018).

Malnutrition. Limited consumption of nutritious foods contributes to malnutrition and the incidence of 
non-communicable diseases in Ethiopia (Gebru et al., 2018). Child and infant malnutrition are particularly 
prevalent. Despite some improvement in recent years, child stunting remains widespread in Ethiopia, even 
in food surplus areas. Around 37 percent of children under five are affected by stunting (down from 58 
percent in 2000 - see Figure). Around 10 percent of children are affected by wasting (low weight for height), a 
figure that has not shifted much in recent years, but which is predicted to rise as a result of COVID-19 and its 
socioeconomic impacts (WUR, 2020). Obesity is less of an issue than in other countries, as only 4.5 percent 
of Ethiopians are obese (FAO et al., 2020), but it is increasing, particularly in urban areas, possibly driven by 
the fact that Ethiopians are consuming more processed convenience foods and increasingly eating outside 
the home (Posthumus et al., 2018). The number of adults with diabetes in Ethiopia is also predicted to rise 
significantly in the coming decades (ibid.).

17 Given urbanisation and growing incomes, a shift to increased consumption of high-value products, such as meat, dairy 
products, and fruits and vegetables is likely to persist (Gebru et al., 2018). 
18 One factor behind the low consumption of animal products is the adherence by Ethiopian Orthodox Christians (who make 
up just under half the population) to numerous religious �fasting days� during which the consumption of animal products is 
prohibited (interview).

Table 1 Ethiopia�s food security and nutrition outcomes in context

Source: FAO et al., 2020.
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2.2.3. Environmental outcomes 
Against a backdrop of climate change and a rapidly growing population, agricultural expansion in Ethiopia 
in recent decades has caused significant damage to the country�s natural resources, particularly its forests, 
soils and water. Clearance of natural forests, overgrazing by livestock, water pollution and increased (and 
often improper or over-) use of pesticides and other agrochemicals by farmers who often lack proper 
knowledge about the use of such inputs have all contributed to reduced biodiversity and the loss of 
ecosystem services in Ethiopia, increasing the vulnerability of many Ethiopians to food and water insecurity 
and reducing climate resilience (Posthumus et al., 2018).

Soil erosion and land degradation. Soil erosion and land degradation in Ethiopia are among the most 
significant causes of low and declining agricultural productivity, persistent food insecurity and rural 
poverty in the country (Daley, 2015). This is especially so in the densely populated Ethiopian highlands, a 
historically productive region that encompasses approximately 90 percent of the country�s arable land and 
60 percent of its livestock (ibid.). Steep slopes and high rainfall rates make these upland areas prone to 
soil erosion, but this natural vulnerability has been exacerbated in recent decades by unsustainable land 
use practices linked to agriculture - including deforestation to clear land for agriculture, overgrazing by 
livestock on communal lands (a problem throughout the country) and intensive crop cultivation, including 
on marginal land - which have resulted in severe land degradation and highly acidic and infertile soils (ibid.). 
While the government subsidises some farmers for the use of crushed limestone to reduce soil acidity, not 
enough farmers practise proper sustainable land management (e.g. following or terracing) or soil fertility 
amendment practices (ibid.).19 

Deforestation and forest degradation. Most of Ethiopia�s forests have been lost and the remaining areas 
of cloud forest are being rapidly depleted, despite their importance for livelihoods, ecosystem services 
and ecological resilience (Daley, 2015). In addition to the harvesting of forest products (mainly wood for 
household fuel), the main driver of deforestation and forest degradation in Ethiopia is the conversion of land 
for grazing and agriculture, including for both smallholders and large plantations. Deforestation leads to 
the loss of forest resources, biodiversity and carbon sequestration capacity, impacts local microclimates 
and is a significant driver of soil erosion (Daley, 2015). Soil erosion and grazing also exacerbate the impact 
of deforestation by reducing the rate of forest regeneration (ibid.).

The Ethiopian food system is also generating other unsustainable environmental outcomes. Growing 
demand for water for agriculture is increasing the pressure on water availability in Ethiopia, particularly 
in commercial agricultural areas (Posthumus et al., 2018). Ethiopia is one of the world�s lowest emitters of 
GHG emissions, ranking 182 of 188 countries on per capita emissions, and contributing only 0.27 percent 
of global emissions (ibid.). However, agriculture is the largest contributor to Ethiopia�s GHG emissions, 
with livestock alone contributing 40 percent of total emissions (Netherlands MFA, 2018). Crops and land 
use change only have a marginal impact (see Figure 1 below). Meanwhile, reliance on biomass stoves for 
cooking contributes to air pollution in Ethiopia (Daley, 2015).

14 Interview.
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dependent on accessing neighbouring countries� seaports (particularly Djibouti�s) for conducting 
international trade. Ethiopia�s variable topography (altitudes range from 110 metres below sea level 
to over 4 600 metres above sea level), meanwhile, has influenced human settlement and agricultural 
patterns throughout Ethiopia�s history (see below), while the rugged nature of Ethiopia�s topography 
has also discouraged the creation of an extensive road network, leaving certain rural communities 
very isolated (Schmidt & Thomas, 2018). 

Climate. Ethiopia�s climate varies significantly (in terms of temperatures and rainfall) across its 
territory, which encompasses subtropical wet highlands and hot and dry desert lowlands. In general, 
the highlands of Ethiopia (defined as locations 1 500 metres above sea level or higher) are endowed 
with more predictable rainfall and are free from malaria and tsetse flies, giving them significant 
advantages for human settlement (ibid.). By contrast, the lowlands experience more erratic rainfall 
and have a greater disease risk (ibid.) This climatic diversity also creates distinct agroclimatic zones 
favouring different crop and livestock production systems. For example, in the hot and dry lowlands in 
the eastern part of Ethiopia, crop production is limited and the main agricultural activity is livestock 
rearing. The highlands, meanwhile, provide ideal conditions for producing cereals. Four of Ethiopia�s 
regions are identified as having significant agricultural potential: Amhara, Oromia, Tigray and Southern 
Nations, Nationalities and Peoples Region (SNNPR) (Alemu & Berhanu, 2018). Climate change is a 
real threat to Ethiopia�s food system, as agricultural production in the country is overwhelmingly rain-
fed. Already a drought-prone country with erratic and unpredictable rainfall, Ethiopia is increasingly 
affected by recurrent adverse weather events, including droughts and floods (MFA, 2018). Data shows 
declining average annual rainfall and high variation in rainfall from year to year (Abebe, 2017). Similar 
trends are seen in terms of rising and more variable temperatures (ibid.).

Natural resources. An abundance of agricultural land and relatively generous water resources 
provide Ethiopia with significant potential for agricultural production, and underpin the central role 
of agriculture in the Ethiopian economy. However, unsustainable practices are degrading Ethiopia�s 
agricultural land, exacerbating the erosion of its soils and diminishing its stock of other natural 
resources, such as timber. While Ethiopia is also endowed with mineral resources, no large-scale 
mining or oil and gas extraction industry has yet been developed in Ethiopia as a major alternative 
source of employment, output and foreign exchange earnings (Ministry of Mines & WBG, 2014). 

Demographics. With a population over 100 million, Ethiopia is the second-most populous country in 
sub-Saharan Africa. Population density varies significantly across Ethiopia and is particularly high in 
Ethiopia�s highlands, home to 80 percent of the country�s population, while covering only 37 percent 
of its territory (Schmidt & Thomas, 2018). Ethiopia�s population is young and growing rapidly, having 
increased by 35 million between 2000 and 2016 (Minten et al., 2018). Rapid population growth is putting 
pressure on land availability in rural areas - particularly in the densely populated highlands. With little 
room for agricultural expansion in these regions, plot sizes are decreasing, and growing numbers of 
Ethiopia�s rural youth are becoming landless and reliant on land rental markets (ibid.). Consequently, 
fewer Ethiopian youth participate in farming, and the average age of Ethiopia�s farmers is rising. 

Urbanisation. Land pressures are also contributing to rural-urban migration by Ethiopia�s youth, 
an important driver of rapid urbanisation in the country. Ethiopia�s population is still mostly rural - 
about 78 percent of the population live in rural areas - but cities are growing faster than rural areas 
(Minten et al., 2018). The World Bank estimates that one-third of Ethiopia�s population will live in urban 
areas by 2030 (ibid.). Rapid urbanisation and population growth are driving dietary shifts (increased 
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consumption of processed and high value foods) and food system transformation in Ethiopia, and 
towns and cities are becoming increasingly important commercial food markets (ibid.).

Economic and human development. Despite strong recent economic growth, the level of human 
development in Ethiopia remains low,21 a large share of the country�s population continues to live in 
poverty and the country itself remains reliant on food aid.22 Many Ethiopians working in agriculture 
or other parts of the food system lack the income and/or assets to be able to invest in their own 
productivity. Poverty also contributes to insufficiently diverse or nutritious diets and to practices - such 
as using wood burning stoves - that are harmful to the environment. Low levels of education mean 
that (technical) knowledge and skills, including entrepreneurial skills, are lacking throughout the food 
system.23 However, incomes in Ethiopia are rising on the back of recent economic growth, driving 
transformation in the food system and a shift to more varied and nutritious diets (Minten et al., 2018).

Persistent trade deficit. With a large and fast-growing population, little exportable mineral wealth and 
a small (but developing) manufacturing sector, Ethiopia imports much more than it exports. Because 
of this persistent trade deficit, the Ethiopian government strictly regulates the availability of foreign 
exchange to the private sector in Ethiopia, severely limiting local businesses� ability to import. In the 
spirit of import substitution and export promotion, value chains that generate foreign exchange, such 
as coffee, are historically supported more intensely than those that do not and those that rely on 
imported inputs or technology.

Gender inequality. Despite recent progress in gender equality in areas such as political participation, 
significant gender inequalities persist in Ethiopia.24 On average, women in Ethiopia have lower levels 
of education and literacy than men, and are significantly more likely to be financially excluded and/
or to have difficulty accessing credit (Berhanu Lakew & Azadi, 2020). Landholding in Ethiopia is also 
disproportionately in favour of men. Women�s participation in income-generating farming activities is 
restricted by cultural and religious norms that oblige them to seek permission from male members 
of their household, or that restrain their mobility (such as their disproportionate share of domestic 
activities) (Hajjar et al., 2020). Gendered differences in access to tools, technologies, services and other 
inputs contribute to the gender gap in agricultural productivity Ethiopia (ibid.). 

Infrastructure. Ethiopia has invested heavily in developing its road network, including rural roads, 
over the last two decades, greatly improving physical connectivity for the country�s population (Minten 
et al., 2018).25 Increasing access to mobile phone infrastructures is improving communication in the 
country (ibid.). Nonetheless, the lowland areas of Ethiopia, where the bulk of available agricultural 
land is, are much more poorly covered by transport infrastructure than the highlands, and is generally 
characterised by a lack of basic infrastructure (Schmidt & Thomas, 2018; Alemu & Berhanu, 2018). 
Better transportation infrastructure would improve market access for producers in such areas. The 
recently restored railway between the capital and Djibouti improved the connection of some producers 
to the sea via a consistent cold chain. Irrigation is also underdeveloped in Ethiopia. While the country is 
endowed with abundant water resources, and has about 5 million hectares of irrigable land, only about 
5 percent of this irrigable land is currently irrigated (Asrat & Anteneh, 2019). As a result, virtually all 
food crops in Ethiopia come from rain-fed agriculture (FAO, 2015).  
21 Ethiopia ranked 173rd out of 189 countries in the 2018 Human Development Index (UNDP, 2019).
22 83.5 percent of Ethiopia�s population lives in �multidimensional poverty� according to the 2019 Human Development Report (UNDP, 2019).
23 More than half of Ethiopian farmers (55 percent) have no formal education (CIAT & BFS/USAID, 2017).
24 Ethiopia ranks 123rd (out of 162 countries) on the Gender Inequality Index (UNDP, 2019).
25 By 2015, almost 60 percent of the Ethiopian population was within 3 hours of a city of at least 50 000 inhabitants (compared 
with less than 23 percent in 1994) (Minten et al., 2018).
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(Mobile phone) technology. With an improved mobile phone infrastructure, mobile phone usage by 
agricultural traders in Ethiopia to coordinate logistics and trade has become ubiquitous. This has led 
to changes such as the bypassing of the Addis wholesale markets as clearance houses for agricultural 
trade (Minten et al., 2018). Farmers and pastoralists are also increasingly using mobile phones to 
find buyers and pasture. It is debatable, however, whether mobile phone usage is having a significant 
impact on prices obtained by farmers (ibid.).

Multi-ethnicity and interethnic conflict. Ethiopia�s population is diverse, comprising more than 80 
ethnolinguistic groups. The country has a long history of inter-ethnic tensions and conflict, often over 
land. Following the overthrow of the Derg military regime in 1991, a system of �ethnic federalism� 
was installed to address historic ethnic grievances by restructuring the country�s regions along ethnic 
lines, giving the largest ethnic groups the opportunity to administer themselves (Shewadeg, 2019). 
This led to a redefining of citizenship, politics and identity on ethnic grounds, as well as to the rise of ethno-
nationalist movements. As evidenced by the recent ethnically-charged political unrest, ethnic federalism 
has not eradicated inter-ethnic tensions in the country (Gedamu, 2018). As of the end of 2020, the most 
important ones to monitor are: the recurrent protests in the large Oromia regional state, which triggered 
violence and an internet shutdown over the summer; major tensions between the federal state and the 
northern regional state of Tigray, which culminated in a military intervention by federal armed forces to 
oust the regional government; and wider secessionist movements (Mulugeta 2020). 

Official development assistance. Ethiopia has consistently been Africa�s biggest recipient of official 
development assistance (ODA), receiving just under USD 5 billion in 2018, an amount equivalent 
to almost 6 percent of the country�s GDP.26  A significant share of this assistance is earmarked for 
food security (including in the form of humanitarian assistance and food aid) and for improving the 
performance of the agriculture sector. For instance, agriculture and food security were among the 
main focus areas of the European Union�s support to Ethiopia via the European Development Fund 
(2014-2020).27 Yet development partners do not exert that much influence over the formulation of 
policy priorities.28 Instead, they support agricultural transformation and commercialisation efforts 
through, or in close collaboration with, government structures, and by aligning with their priorities and 
methods (Netherlands MFA, 2019). Reportedly, international actors are sometimes kept at a distance 
by government bodies, especially in the financial sector development, where the government is very 
cautious about losing control (interviews).

2.3.2. National policies, programmes and practices 
Agriculture-led development policy. Aware that policy failure and neglect in the agriculture sector 
had precipitated the downfall of previous regimes, the Ethiopian People�s Revolutionary Democratic 
Front (EPRDF), in power from 1991 to 2019, prioritised the �transformation� of the agriculture sector. 
Recognising the importance of smallholders as a source of regime legitimacy, the EPRDF sought 
to achieve food security and economic growth by improving the productivity of smallholder farmers 
and putting them at the centre of the country�s development strategy (Alemu & Berhanu, 2018). 
Ethiopia�s development strategy under the EPRDF was anchored in the Agricultural Development-Led 
Industrialisation (ADLI) strategy - which aimed to strengthen linkages between agriculture and industry 
- and a succession of five-year plans, the most recent of which, the Growth and Transformation Plan II 

26 World Bank data. See: https://data.worldbank.org/indicator/DT.ODA.ALLD.CD?most_recent_value_desc=false. 
 27 See: https://ec.europa.eu/international-partnerships/where-we-work/ethiopia_en. 
 28 Various interviews.
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(GTP II), nominally expired mid-2020 but has not been renewed at the time of writing (ibid.).29 Ethiopia 
is one of only four African countries to have met its Comprehensive Africa Agriculture Development 
Programme (CAADP) commitment to allocating ten percent of annual government expenditures to the 
agricultural sector.30 

Agriculture policy. Under the EPRDF, agriculture policy focused on improving the performance of 
smallholder agriculture (e.g. through expanded extension and research services) and, later, on 
promoting commercial farming to generate export earnings and backward linkages to smallholder 
farmers (ibid.). In recent years, Ethiopia�s agriculture policy has aimed to: (i) improve the productivity 
(e.g. by improving yields through the use of modern inputs), increase the production (especially in 
lowland areas) of priority staple crops such as wheat, teff, rice and maize to keep them affordable for 
the local population (improving food security) and reduce dependence on food imports; (ii) improve 
the productivity and production of �industrial crops� to ensure the supply of raw materials to the 
country�s emerging agro-processing subsector, which is viewed as an important generator of local 
value addition and employment; and (iii) promote the production of high-value crops (e.g. coffee and 
horticulture products), particularly for export. Criticisms of the EPRDF�s agriculture policy include a 
lack of meaningful public participation in policymaking processes and occasional policy incoherence 
in terms of efforts to promote both smallholder and large-scale commercial farming (ibid.).

The Homegrown Economic Reform Agenda. Ethiopia is going through a political transition under new 
Prime Minister Abiy Ahmed, who disbanded the EPRDF in 2019. With the 2020 elections postponed 
due to the COVID-19 pandemic, it is too early to determine how closely future agriculture policy will 
reflect the approaches and objectives of the ADLI strategy. Abiy�s government stresses a greater 
role for the private sector in Ethiopia�s economy, and has put an increased emphasis on attracting 
private investment in commercial agriculture. The Prime Minister�s Homegrown Economic Reform 
Agenda sets out agriculture policy priorities, namely to: enhance the productivity of smallholders 
and pastoralists through provision of modern inputs and services; develop a legal framework that 
will allow farmers to lease land use rights and become shareholders in large commercial farms; 
modernise livestock production by improving veterinary infrastructure, research and innovation, 
and establishing linkages with other industries; establish effective linkages between producers and 
commodity markets as well as the commercial value chain; encourage private sector investment in 
agricultural research and development and explore public-private partnerships (PPPs) to expand 
medium and large-scale irrigation infrastructure; and develop a legal framework for agriculture-
specific financial services such as micro-lending, crop insurance, and forward contracts (FDRE PM 
Office, 2019). However, this Agenda is first and foremost a �vision� document, and its implementation 
methods still need to be specified in the successor to GTP II.

Decentralisation. Ethiopia has a nominally highly decentralised federal system of government 
comprising ten regional states31 and two administrative cities. Key government institutions consist of 
line ministries, commissions, agencies and bureaus at the federal and regional levels respectively. 
Line ministries are responsible for coordinating the design and implementation of public strategies 

 29It is unlikely that a new plan will be adopted until the currently postponed 2020 elections have been held and a new government 
is in place (various interviews).
30 For a breakdown of this budget, see for instance: https://cepheuscapital.com/wp-content/uploads/2019/01/Budget-Review-
FY-2019-20.pdf. 
31 This number changed in 2020 with the recognition of Sidama in Southern Ethiopia, and may increase in the future, as the 
Ethiopian constitution recognises the right for ethnic communities to demand internal secession and other communities maybe 
inspired by this example (Getachew, 2020).












































































