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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 Ethiopias 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.




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.

Giventhe 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 Ethiopias 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 countrys Agro-Commodity
Procurement Zones (ACPZs), attached to its flagship agro-industrial parks.
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There is also significant commercial opportunity for investment in Ethiopias 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.







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.




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 cultivation® 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

!Total agricultural area increased by 40 percent between 2004 and 2016 (Posthumus et al., 2018).
2Such 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
agriculture® value added in Ethiopia s GDP declined from 45 percent in 2000, to 34 percent in 2019, reflecting
Ethiopia s ongoing structural transformation,* the value of Ethiopia s agricultural production grew almost
tenfold® (in nominal terms) over that period®, 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).” Palm oil, wheat, sugar and

% Including forestry and fishing.

4 World Bank, World Development Indicators.

56.5 percent a year (Ayele et al., 2019).

8 From USD 3.7 billion to USD 32.6 billion. World Bank, World Development Indicators.

"ITC Trademap, using data from UN Comtrade and from the Ethiopian Revenues and Customs Authority.




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).® 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 activities® or in Ethiopias
Productive Safety Net Programme (PSNP) (Minten et al., 2018).

Foreign exchange earnings. Agricultural exports are Ethiopias 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 products* 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 mostimportant food exports (cut flowers have become a significant
non-food agricultural export in recent years).!* 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 65 and 85 percent®® 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 isa 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

8EIC & ATA, 2019.

9 The WFP provides food and other support to an estimated 700 000 registered refugees in Ethiopia.

1 Not including leather and leather products.

1 |TC Trademap, using data from UN Comtrade and from the Ethiopian Revenues and Customs Authority.
2\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 Ethiopias 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,** 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).%5

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,*® 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).

41 and-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).

5 Approximately 1.8 million Ethiopians are internally displaced (see: https://www.usaid.gov/ethiopia/food-assistance).

8 Interview.










Table 1 Ethiopia s food security and nutrition outcomes in context
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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,'” but remains very low,® 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
percentin 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.).

7 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).

8 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).
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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.).*°

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
