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Executive Summary

1   The study was commissioned by the ILO ProAgro Ethiopia project. It received inputs from Ruchika Bahl and Meseret Shiferaw from 
ProAgro project and several other Specialists from different technical units in ILO.  

Within the German Federal Ministry for Economic 
Cooperation and Development (BMZ) funded 
ProAgro Ethiopia project, the International 
Labour Organization (ILO) conducted market 
systems analyses (MSAs) in three agriculture sec-
tors - fruits and vegetables, edible oils and poultry. 
These analyses have been conducted to provide 
the project with a strong basis for a more targeted 
project design and implementation1. 

In this light, this MSA looks into the edible oils 
sector in the Amhara region to identify the key 
market constraints to both SME growth and the 
creation of more and better jobs for women. 
Based on this analysis, a series of practical, evi-
dence-informed interventions have been identi-
fied to address those constraints, enhance market 
and SME growth and create more and better jobs.

The edible oils sector can be characterised as 
largely uncompetitive, but with considerable 
government interest in developing domestic val-
ue-addition opportunities. Of the principal edible 
oils produced in Amhara, sesame is the most im-
portant, however, it is almost entirely exported 
raw, and at prices that incur considerable losses 
to exporters. Niger seed is the second most pro-
duced oilseed, has a domestic market orientation 
and is commonly processed into oil and oil cake. 
However, processing has recently come under 
threat as imported palm oil is much cheaper and 
more widely available. Despite the lack of compet-
itiveness, Amhara is now primed to become a key 
processing centre for edible oils – it has recently 
had three multi-million dollar processing invest-
ments.

In looking at decent work and the role of women 
in the sector, several key challenges prevail. Low 
wages at the factory level drive high staff turn-
over and absenteeism, which can be costly to em-
ployers as they constantly need to recruit and train 
new staff. Female factory workers have more ad-
verse conditions, as they work many of the same 
jobs as men and reportedly have lower wages and 
fewer promotion prospects. This disadvantage ex-
tends to the farm level where women have less 
productive and profitable farms than men do.

In view of the sector’s poor competitiveness and 
lack of quality opportunities for female workers, 

this analysis has flagged that low farm pro-
ductivity and production, poor factory and 
farm working conditions, and poor coordina-
tion from primary cooperatives, cooperative 
unions and trade unions are the three most 
pressing issues. Behind these issues are a series 
of constraints, including: poor production and 
factory level skills; poor farm labour manage-
ment; poor access to finance; foreign currency 
controls; import duties and taxes; and labour 
regulations, which are not suitable for the most 
vulnerable workers.

While not all these constraints can be addressed 
in this project, this assessment has identified 
eight practical intervention ideas. These inter-
ventions intend to improve the product supply as 
an avenue toward promoting a more competitive 
sector that expands value addition opportunities 
and thus, creates employment opportunities for 
women. The interventions also seek to improve 
the quality of work both at the farm and to levels 
through identifying the incentives for investment 
and pushing the regulatory and coordination 
space to provide more worker protections. In 
this regard, the interventions are concentrated in 
three key areas: 

1.  Enhance production to increase farmer 
incomes and product supply by supporting 
better farm-level skills and improved tech-
nology working to create government incen-
tives for new commercial farms. 

2.  Enhance worker wages and working condi-
tions to drive farm and factory productivity 
by developing the business case for processor 
and farm-level investment into workers and 
supporting the ongoing work to adopt a min-
imum wage.

3.  Strengthen sector coordination by ad-
dressing key weaknesses in primary co-
operatives and cooperative unions and 
strengthening the position of factory level 
associations in processors.
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Notes
On confidentiality. For example: All data collected through primary research have been made anon-
ymous so that individuals cannot be identified. Instead, we refer in generic terms to ‘interviewee(s)”, 
“informants” or “respondents”.

On study limitations. For example: The study is largely developed based on the perceptions and opinions 
of key sector stakeholders. Although information was triangulated by different sources where possible, it 
is recognised that not all opinions and perceptions could be cross-checked and validated. 

On the views and opinions. For example: The views and opinions in this assessment are those of the 
authors and not of the International Labour Organization or its regional/country office in Addis Ababa, 
Ethiopia.





Introduction

2 Sectors were selected through a sector selection study completed in November 2020.

1.1 Project introduction
The ProAgro Ethiopia project has been funded by the BMZ Special Initiative 
on Training and Job Creation to support Ethiopia develop its agro-industry 
potential and create more and better jobs. To do this, the project will work 
on a portfolio of initiatives that support the development of employment 
policies at a macro level, address key bottlenecks in agro value chains, and 
enhance access to finance, worker skills, cooperatives, entrepreneurship and 
the enabling environment.

One of the first tasks of the ProAgro Ethiopia project’s inception phase is 
to conduct market systems analyses on three selected sectors: fruits and 
vegetables, poultry and edible oils2 for the Amhara and Sidama regions. 
This market systems analysis (MSA) unpacks the edible oils market, its key 
constraints and the root causes to those constraints. The analysis has built 
on the extensive research that has been conducted on the Ethiopian edible 
oils sector as well as through conducting field research interviews with key 
stakeholders in government, coordination bodies and cooperatives, key de-
velopment actors, the private sector and workers.

The end result of this MSA is to provide the project with potential intervention 
ideas that can address key market constraints and have a high potential to 
deliver more and better jobs, with a particular objective of targeting SMEs 
and female workers in the Amhara region (as Sidama has no edible oils in-
dustry). The interventions will form an initial implementation departure point 
for the ProAgro Ethiopia project and will be structured in a way that will put 
local actors - both public and private - in the lead and in a position to continue 
the delivery of interventions even after the project has finished - enhancing 
project sustainability.

1.2 Study purpose and scope 
This analysis sets out to understand the project’s target group - female and 
male farmers, workers and small and medium enterprises (SMEs) - in the con-
text of the edible oils sector in Amhara. Given the project focus, the analysis 
has delved into key implementation areas that influence the sector, including 
access to finance, skills, cooperatives, entrepreneurship and the enabling 
environment.

1
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The scope around the sector for oilseed produc-
tion and processed edible oils is quite broad, cov-
ering a number of commodities such as sesame, 
niger, sunflower and soybeans that reach con-
sumers through both domestic and international 
channels, are subject to different value-addition 
processes and have varied growth potential. 
However, the analytical breadth can bring some 
value as various commodities have similar con-
straints and thus the project may leverage actors 
from across multiple commodities to address the 
larger challenges at hand. For example, poor skills, 
human resource management, production ma-
chinery and access to packaging all constrain the 
edible oils sector as a whole, so the project may 
be able to get more momentum (and create more 
impact) behind initiatives that address these chal-
lenges within edible oils more generally, rather 
than just for sesame. 

While this analysis provides a strong departure 
point for the project, it is recognised that markets 
change over time and the project should period-
ically conduct minor follow-up analyses or action 
research initiatives to continue to remain current 
in a fast changing market. This will be particularly 
important in consideration of the rapid pace of 
Ethiopia’s development and re-emergence of the 
economy from COVID-19.

Box 1: What is a market system?

A market system is the network of actors and fac-
tors that interact to shape the outcomes of an ex-
change. Imagine a farmer selling vegetables to a 
trader in a local market. The quality and quantity 
of that exchange is determined by the farmer’s 
knowledge of modern farming methods (‘factor’) 
obtained from extension agents (actors); as well as 
access to finance from banks, and productivity-en-
hancing technologies available in local retail stores. 
A similar web of factors and actors could be applied 
to workers ‘selling’ their labour in a factory; for ex-
ample, skills acquired from training institutions, or 
regulations governing overtime. 

In market systems jargon, these ‘actors’ are known 
as market players. ‘Factors’ are split into: 

 - Supporting functions. The context- and sec-
tor-specific functions that inform, support 
and shape the quality of exchange; such as 
information, skills, infrastructure, finance and 
access to markets. 

 - Rules. The legislative and regulatory environ-
ment, including policies, voluntary standards 
and social norms that guide day-to-day atti-
tudes and conduct. 

From ILO the Lab brief “Policy Brief: A Systemic Approach 
to Creating More and Better Jobs”, 2019
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1.3 Study methods
The research was carried out in two phases: 

1.  Desk research: Available literature was gath-
ered to provide a framework for the primary 
data collection process. This included review 
of national laws, sector data and market 
trends as well as research and analyses on 
the sector conducted by other development 
agencies and research institutions.

2.  Field research: Primary research was con-
ducted in Addis Ababa, Bahir Dar, Gonder, 
during the three weeks of February 2021. 
During this stage, a total of 21 businesses and 
organisations were interviewed. The inter-
views were semi-structured and conducted 
with government officials, producer associa-
tions and business owners, non-governmental 
organisations, and key industry informants 
(see Annex A for details). The interviews pro-
vided an in-depth picture of the sector from a 
diverse set of actors and opinions. 

The research uses the methods of ILO’s Value 
Chain Development for Decent Work guide3 and 
the Market Systems Analysis for Decent Work: 
A User-friendly Guide4. Results were validated 
through triangulation of data and methodologies. 
This means the research uses different types of 
data (i.e. primary and secondary) and multiple 
methods (e.g. observation, surveys).

The project validated the study findings at a vali-
dation workshop attended by the ILO’s tripartite 
partners and relevant stakeholders. Here, more 
than 30 participants discussed the findings and 
identified suggested changes, which have been 
taken into consideration in the final revision of 
this report.

3   International Labour Organization: Value Chain Development for Decent Work – How to create employment and improve 
working conditions in targeted sectors (2021).

4  International Labour Organization: Market Systems Analysis for Decent Work: A User-friendly Guide

1.4 Report structure
The report first provides an overview of the edible 
oils sector, how the sector has developed over 
time and how the various interactions along the 
value chain affect the programme’s target group 
(Section 2). It then looks at the market system, its 
key constraints and their possible root causes 
(Section 3). The analysis findings are then used to 
develop a project strategy, which includes an as-
sessment of the incentives and capacity of market 
actors to intervene in the market and identifica-
tion of potential interventions, which could help 
address the identified root causes in a sustainable 
way (Section 4).

https://www.ilo.org/empent/areas/value-chain-development-vcd/WCMS_434362/lang--en/index.htm
https://www.ilo.org/empent/areas/value-chain-development-vcd/WCMS_434362/lang--en/index.htm
https://www.ilo.org/empent/Projects/the-lab/WCMS_744250/lang--en/index.htm
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5   Report On Area And Production Of Major Crops. The Federal Democratic Republic Of Ethiopia 
Central Statistical Agency. April 2020.

6  Observatory of Economic Complexity 2021.
7  Observatory of Economic Complexity 2021.
8  ITC Export Potential Map for Ethiopia.
9   Ethiopia Oilseeds Report Annual. United States Department of Agriculture, Foreign Agriculture 

Service, 21 January 2020.
10   Ethiopia Oilseeds Report Annual. 21 January 2021.

This section gives a broad overview of the market under study, including its 
current structure, brief history, future trends and the role of the target group 
within the sector.

2.1 Market Overview
In Ethiopia, the two principal crops within edible oils are sesame (46% edible 
oil production area) and niger seed (32%)5. Sesame is generally produced 
as a cash crop by smallholder farmers and is exported in its raw form - with 
half going to China and a quarter to Israel6. Sesame, which is mostly pro-
duced in Amhara and Tigray regions, is Ethiopia’s second highest valued 
export (behind coffee), with an estimated USD 325 million exported in 2019 7. 
Despite the high level of existing exports, the ITC Export potential map has 
identified edible oils as the sector with the most unrealised export potential 
in Ethiopia with an additional untapped potential of USD 920 million, the vast 
majority of which is in sesame8.

Some 800,000 smallholder farmers produce niger seed (neug), most of which 
reside in highland Amhara and Oromia. While about 85% of sesame produc-
tion is exported every year, just 6% of niger seed leaves Ethiopia’s borders9. 
Domestically, the product is crushed and processed - producing an oil as 
well as a high-protein cake by-product, a key ingredient for livestock and 
animal feed, which is in short supply. In late 2019, niger seed was added to 
the Ethiopia Commodities Exchange (ECX) where it is traded on a voluntary 
basis, meaning traders can buy directly from producers or on the exchange10. 

Beyond that, rapeseed, sunflower, linseed and groundnuts make up minor 
amounts of production and have very little value addition or export potential - 
though it was reported that groundnut production has been growing as of late.  
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11  Ibid.
12   Warner, James, Tim Stehulak and Leulsegged Kasa. Woreda-Level Crop Production Rankings in Ethiopia: A Pooled Data Approach. 

International Food Policy Research Institute (IFPRI). 31 January 2015.
13  Ethiopia Oilseeds Report Annual. United States Department of Agriculture, Foreign Agriculture Service, 21 January 2020
14  Graphs produced from CSA data 

Soybean is not technically classified as an edible oil 
as its oil content is relatively low, however, given 
recent investments into a soybean processing fac-
tory in Amhara, it will be included in this analysis.

The key issue within edible oils is low farm produc-
tivity - caused by poor labour management, lack 
of skills, limited use of technology and machinery - 
which drives up costs and makes the sector largely 
uncompetitive. Other key issues include the series 
of intermediaries that add cost but little value to 
the final product, as well as packaging, poor finan-
cial service provision and collaboration and import 
controls11.

Amhara Region
Given that Amhara is one of the largest oilseed 
producers in the country, and that Sidama has 
not produced any oil seeds in recent years, the 
geographic focus of this study will be on Amhara. 
Within Amhara, sesame is the principal oilseed 
amounting to about three-fifths of all rain-fed 
edible oil land and half of the total produce (see 
graphs to the left). It is produced in the northern 
and western parts of the region12 and accounts 
for about 44% of all of Ethiopia’s sesame produc-
tion13.14 

The government is working aggressively to incen-
tivise multi-million dollar investments from both 
domestic and international investors, and Amhara 
is the hub for the development of oilseeds. Here, 
investors have recently built or are in the process 
of building three new multi-million dollar oil pro-
cessing factories - one of which included an invest-
ment valued at USD 100 million. They include: 

Southern Nations
Nationalities
and Peoples

Gambela

Addis Ababa

Benishangul-
Gumuz

Afar

Tigray

Dire Dawa

Harari

Oromiya

Somali

Amhara

Sidama

Amhara % Cultivated Oilseed Lands

Amhara - % Total Production (Qt) 

Niger
22%

Linseed
8%

Groundnut
4%

Sufflower
2%

Sesame
60%

Rapeseed
4%

Niger
22%

Linseed
7%

Groundnut
8%

Sufflower
3%

Sesame
51%

Rapeseed
9%
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Table 1: Recent large- scale entrants into edible oil processing in Amhara

Processor Location Types of oil Capacity Status

Febela Edible Oil 
Factory Bure IAIP, Amhara Sunflower, niger seed, 

and Palm Oil
1.4M liters/day (60% 
of local demand)

Operational (with 
imported crude palm 
oil)

Richland Bure IAIP, Amhara Soybean ~90,000 liters/day Operational

WA Edible Oil Factory Debremarkos, 
Amhara 

Sesame, niger seed, 
peanut and soybean N/A Under construction

15 FAOStat data, 2021.
16 Calculated from Ethiopia Oilseeds Report Annual. 21 January 2020
17   Ethiopia Oilseeds Report Annual. 21 January 2020.
18 Ibid
19 Ethiopia Macroeconomic Handbook, Cephus Analytics & Research 2020 citing CSA data
20 Ibid.

As the current product supply is only about 20% 
of the processing needs, the national government 
has exempted duty on imports of edible crude 
oils. In a longer-term strategy, the regional gov-
ernment has provided each of the three edible oil 
manufacturers with 2,000ha of land to produce 
oil seeds. The region currently has 10,000ha of ir-
rigated land, with a target to irrigate 128,000ha of 
land, an indicator that these new lands could be 
irrigated and primed for higher yield production. 

2.2 History and trends

Rapid growth, stagnation 
and decline
The last 20 years of oilseed production can be 
characterised by two periods: a rapid expansion 
from 2001 to 2010 followed by stagnation and de-
cline. Between 2001 and 2010, Ethiopia’s rain-fed 
sesame production volume grew by more than 
1600% and production yields by 90%.15 However, 
since 2010, total production volumes have de-
clined by 20% and yields have steadily declined 
by 18%. Sesame exports have fared worse - from 
2010/11 to 2018/19 they decreased by about one-
third (see graph to the right16).

So what has brought on the recent decline? 
There are a range of reasons - traders indicated 
“international price volatility, currency fluctuations, 
excessive speculations, illicit trade, squeezed pro-
ductivity levels, and local market price distortions17” 
are to blame. On local market price distortions, 

sesame is generally sourced and exported from 
the Ethiopia Commodities Exchange (ECX) - where 
prices were 17% higher than what traders got on 
the export market18. Meaning that traders sell 
sesame at a loss to get access to foreign currency 
and thus, permission to more freely import goods 
(see Box 3 in Section 3.1). 

Recent trends in niger seed present a dichotomy. 
On the one hand, production has nearly doubled in 
the last 10 years (94% growth19). On the other, one 
processor indicated that he stopped production be-
cause he could no longer be competitive. The re-
duced competitiveness is a result of rises in product 
costs combined with the influx of imported palm oil, 
which are sold at a much lower price. 

Beyond the two major oilseed crops, the last 10 
years has seen production growth in crops such 
as groundnuts (240%) and rapeseed (91%) and 
reductions in linseed (47%)20. Soybeans should 
be primed for growth considering recent large-
scale investment into soybean processing facto-
ries. Various stakeholders also indicated a need 
for diversifying the sector by enhancing the pro-
duction of soybeans, groundnuts and sunflowers, 
both which have recently been included as a key 
for development by the Ministry of Agriculture in 
its 10-year agriculture prospective plan.

Ethiopia Sesame Production and Yield Trends
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A move toward structural 
transformation
More than 80% of the population lives in rural 
areas and their main source of income is agricul-
ture. Despite recent development in smallholder 
agriculture, yields remain very low and there is 
a need to improve productivity - particularly in 
edible oils. As a result, the Government of Ethiopia 
is pushing toward a long-term structural transfor-
mation agenda in agriculture - encouraging a shift 
from traditional subsistence farming to more pro-
ductive commercial methods. 

To support this, the government established the 
Agricultural Transformation Agency (ATA) in 2010, 
which is a strategy and delivery oriented agency 
with a mandate to improve the livelihoods of 
smallholder farmers. Besides ATA, the Agricultural 
Growth Program (AGP) was created to increase ag-
ricultural productivity and market access for key 
crop and livestock products in targeted woredas 
(districts) in four regions (Amhara, Oromia, Tigray 
and SNNP).

The regional governments of Amhara, Oromia, 
Tigray, and Sidama (formerly part of SNNPR) in 
collaboration with the federal government and 
development partners have developed Integrated 
Agro-Industrial Parks (IAIPs) in Bure, Bulbula, 
Beaker, and Yirgalem, along with accompanying 
rural transformation centres (RTCs) to channel 
supply of raw materials into the parks. The de-
velopment of these agro-parks is intended to ac-
celerate economic development, through linking 
agriculture with agro-industries.

The Ethiopia Investment Commission (EIC) and 
ATA have identified considerable opportunity 
in the development of edible oils, identifying an 
implementation strategy that works toward pro-
cessed oil import substitution by 2024 and a tran-
sition to export between 2024 and 203421. This 
intends to reduce the dependence on imported 
edible oils, which currently stands at 95% of all 
consumed edible oils in Ethiopia22. 

Beyond that, the IAIPs are expected to take on 
new processing activities such as sesame hulling, 
roasting, and processing of other value-added 
products and the Ministry of Trade industry en-
acted policy reforms in October 2019 to help 

21  Food and Beverages Processing and Auxiliary Industry Strategy. ATA & EIC. 2020.
22 Food and Beverages Processing and Auxiliary Industry Strategy. ATA & EIC. 2020.
23 Ethiopia Oilseeds Report Annual. 21 January 2020.
24 COVID-19 Food System - Rapid Country Assessment-Ethiopia. Wageningen University & Research. 2020 July.
25 Ibid.
26 COVID-19 Food System - Rapid Country Assessment-Ethiopia. Wageningen University & Research. 2020 July.
27 Sesame Alert Ethiopia #02. BENEFIT - SBN. August 2020.

resolve local sesame price distortions and make 
the industry more competitive23.

Covid-19
Covid-19 has been highly disruptive to the sector 
since March of 2020. In the initial stages of lock-
down, logistics disruptions and border closures 
seized up the import and access to input supply. 
Restrictions on the movement of people also cre-
ated problems accessing labour, which has had 
a particularly severe impact on the most vulner-
able seasonal and daily workers as well as many of 
the labour intensive production of sesame24. This 
effect was particularly severe considering that in 
regions where the farming season started March, 
farms missed seasonal migrant labour from rural 
Amhara and Tigray to do land tillage, seeding, 
weeding stages25. The devastation is more pro-
nounced on more commercial farms where 100% 
of the labour is hired as opposed to household 
farms where just 60% of the workers are hired 
labourers26. 

Beyond major work disruptions, Covid-19 has had 
knock-on effects that have increased costs and 
lowered their take home wages. As a result of 
transport occupancy limitations (i.e. limited bus 
occupancy), transport costs have soared, meaning 
that workers now pay three-four times the cost for 
transport27. Secondarily, youth who have lost work 
in urban areas have returned to rural areas to in-
crease the labour supply, which has depressed 
worker wages. 

Development Initiatives
Edible oils seems to be a relative “green field” 
in terms of development actors. Some Dutch-
funded projects have worked here (2Scale, SBN 
and Agriterra) but some of those projects were 
recently phased out.

The Agricultural Transformation Agency (ATA), has 
initiatives along Agricultural Commercialization 
Clusters in the Sesame Belt that extends from 
western lowlands of Tigray to SNNP, covering 
3.6M farmers. Initiatives aim to enhance produc-
tivity, create linkages to market, and improve 
labour management practices, especially of large-
scale commercial farmers. 
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2.3  Role of the 
target group

The project’s target group is both women and 
SMEs, and thus, intends to support SME growth 
as a vehicle for creating more and better jobs for 
women. This analysis looks at decent work and 
the role of women through the lens of SME de-
velopment.

Decent work 
Ethiopia adopted a substantial revision to its 
labour law in 201928, which several actors identi-
fied as being a big step toward the improvement 
of Ethiopian labour rights. The new law includes a 
range of provisions related to the right to organise, 
occupational safety and health, gender-based vi-
olence, maternity leave, severance pay and con-
tracting, among others. It has also strengthened 
the provisions for collective bargaining, which 
has recently been used to work with employers 
to extend maternity and paternity leave, provide 
education grants and staff training and support 
staff with alternative income generating activities, 
among others. 

While this framework has done much to advance 
labour rights and worker protections, three key 
shortcomings include:

 � The law covers formal employees. While an 
estimated 70% of factory workers in food and 
beverage are formally contracted29, the vast 
majority at the production level and some 
lower skilled workers at the factory level, 
are informal workers. Thus, the protections 
set-out in the law do not extend to the sector’s 
most vulnerable.

 � A minimum wage was not established. The 
proclamation did not set minimum wages but 
indicates that minimum wages should be reg-
ularly revised. In the two years following the 
adoption of the proclamation, a minimum 

28 Labour Proclamation No. 1156/2019.
29 As estimated by a representative from the Confederation of Ethiopian Trade Unions.
30 Key informant interviews with managers of textile and apparel factories in IPs
31 Living wage identified in: Report: Ethiopia’s garment workers are world’s lowest paid. CNBC. 7 May 2019.
32  Labour in the sesame sector in Northwest Ethiopia: An analysis on the characteristics, dynamics and conditions of labour and labourers. 

Sesame Business Network.
33 Ibid.
34 Lehr, Heiner & Yared Sertse, VCA of Pulses and Oilseeds in Ethiopia, 2018

wage policy still has not been set, meaning 
that companies set wages, which were re-
ported as extraordinarily low.

 � Weak enforcement: So far, the government, 
which has been plagued by high leadership 
turnover, has not been as active in enforcing 
the law.

At the processing level, basic starting wages 
set by companies vary from ETB 600 (USD 15) 
per month to about ETB 1,500 per month (USD 
37)30. ETB 600 is the upper end of the tax-free 
employment income bracket in Ethiopia. Beyond 
this, companies typically provide allowances for 
transport and housing and provide a bonus, all of 
which are non-taxable benefits. The end result is 
a benefits package closer to ETB 2,000 (USD 49) 
per month, about the same take-home wages that 
hired seasonal farm labourers earn, and less than 
half of what some research indicates is Ethiopia’s 
living wage31.

On the farm, sesame production is quite labour 
intensive and the work draws on a migrant labour 
force in excess of 320,000 people every year 

- first in July for weeding and later at the end of 
September for harvest32. This labour force has 
traditionally come from rural Amhara and Tigray. 
For this migrant labour force, working conditions 
are extremely poor - one government official 
identified labour management as one of the key 
constraints to the sector. Migrant workers often 
arrive on foot after days or weeks of journey - due 
to highly insecure and precarious transport - and 
farm managers do not provide them with decent 
shelters, access to clean water, food and sanita-
tion33. Wages, while relatively high for farm work 
and due to a general worker supply shortage, re-
portedly are not paid on time or as agreed. 

On smallholder farms, children form part of the 
workforce, especially when workers are difficult 
to find during peak times in Ethiopia34.
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Women
In Ethiopia’s agriculture production, more than 
40 percent of the labour force is women and they 
head about 25 percent of all farming households. 
While heavily involved, World Bank research es-
timates that women farmers produce between 
13 and 25% less than their male counterparts - a 
product of women farm managers controlling 
smaller plots of land, cultivating fewer crops, using 
less key inputs, and being less likely to access 
extension services and finance. Men are more 
likely to be paid for their work than women as 
most women receive no payment for their work35. 
Smallholder female farmers typically have double 
duty - working both in domestic and farming 
tasks. While managing this is a challenge, it is the 
preferential farming model as women are largely 
unable to abandon home duties to participate in 
migrant labour force, and if they do work as field 

35  Paragraph based on findings in the report: Ethiopia Gender Diagnostic Report: Priorities For Promoting Equity. World Bank Group. 
2019

36  Kostka, Genia & Jenny Scharrer. Ethiopia’s Sesame Sector: The Contribution of Different Farming Models to Poverty Alleviation, Climate 
Resilience and Women’s Empowerment. 2011 July.

37 Ibid.
38 As indicated in an interview.

labour, they can be burdened triple duty, farm 
labour, housework, and own-farm work36. While 
some commercial sesame farmers indicated that 
women worked as hard or harder than men, they 
perceived that cultivation and harvesting work is 
too labour intensive for women37.

On the processing side, men are more commonly 
found in machine operating areas, but in general, 
women and men do the same tasks in the factory. 
The key issue here that promotion prospects and 
wages are more favourable to men than women38. 

Women also have a limited presence at the own-
ership level. For production, it was cited that it is 
difficult to grow from small- to commercial size 
farming as women generally do not own the land, 
so acquiring more land would be challenging. 
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3 The Market System

The market system is the overall picture of how a sector operates. The market 
system includes the supply-demand transactions in the core value chain - 
from producer to processor to retailer to end consumer - and the ‘supporting 
functions’ and ‘rules and regulations’ that shape the way in which businesses 
and employees work in this core chain. The market system therefore takes a 
broader scope, because different actors in the value chain do not operate in 
a vacuum: their commercial success or well-being of the target group are in-
fluenced - directly and indirectly - by what happens in their surroundings. For 
example, access to financial services, which is a supporting function, does 
not directly operate within the edible oils value chain, but strongly influences 
how businesses set-up, grow and operate.

Figure 1 shows an illustrative market system for the edible oils sector in 
Amhara. The figure includes a simplified value chain surrounded by the 
supporting functions and rules/regulations, which strongly influence and 
constrain market performance. Going forward, the analysis (Section 3) and 
opportunities (Section 4) sharpen the focus on women and SMEs – the target 
beneficiaries of the programme – with a view to create more and better jobs.

Figure 1: The Edible Oils Market System
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3.1 Core Value Chain

39  The value chain map has been constructed from research, with inputs from the juice value chain map in the Food and Beverages 
Processing and Auxiliary Industry Strategy. ATA & EIC. 2020.

40 Edible oil value chain enhancement in Ethiopia Final Evaluation of the Joint Programme. ILO. July 2013.
41 Oilseeds business opportunities in Ethiopia, SNV, 2009
42  Labour in the sesame sector in Northwest Ethiopia: An analysis on the characteristics, dynamics and conditions of labour and labourers. 

Sesame Business Network.
43 Oilseeds business opportunities in Ethiopia,SNV, 2009

The discussion in the core market looks at each 
step along the value chain from producer to end 
consumer. The below figure39 provides a simple 
representation of that productive chain, and the 
following subsections detail how each step func-
tions and how it is constrained. 

Producers
In Amhara, sesame and niger seed are the main 
oilseeds produced (about three-quarters), with 
minor production of groundnuts, linseed, rape-
seed, and sunflower. Production largely comes 
from smallholder farmers though there are a lim-
ited number of medium to large scale commer-
cial farmers (see table above and to the right40). 
Oilseeds are produced as cash crops on subsist-
ence farms, and production is characterised as 
labour intensive, low-input and rain fed41. The 
production of oilseeds can be valuable for inter-
cropping - given that it reclaims soil acidity – and 
can help break the disease cycle of other crops. 

Box 3: Oilseed farms by numbers

 - 86% of producers with < 5 Ha land

 - 12% of producers with 5- 10 Ha land

 - 2% of producers with > 10 Ha land

For smallholders, labour is sourced from family/
household (40%)42 and seasonal staff (60%). At 
the smallholder level, women support sowing, 
weeding, and threshing of sesame. It is common 
for thousands of youth (mostly male) from nearby 
regions to migrate to commercial sesame farms to 
work as temporary labourers. Part of the reason 
it is labour intensive is that farms work with hand 
harvesting to prevent shattering losses43. 

Commercial farms maintain a limited number of 
permanent labour, supported by larger inflows 
of labour input during land preparation, sowing, 
weeding, and harvesting seasons. Commercial 
farmers in western lowland areas of Ethiopia, 
such as Humera have a minimum 12-15 Ha of land, 

Figure 2: Edible Oils Value Chain Map
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sometimes up to 1,000 Ha, for the production of 
oilseeds mainly, sesame. To respond to produc-
tion supply shortages, the government is working 
to encourage commercial farming of oilseeds 
through the provision of irrigated lands, including 
to investors of newly built or in-construction pro-
cessing plants. 

Crop yields are well below their potential - about 
50% less for sesame44 - which reduces farmer 
income, reduces product supply to the market, 
drives up product price, limits processing fac-
tory utilisation (and the number of jobs) and for 
Ethiopia as a whole, substantially reduces their 
exports and access to foreign currency. So if pro-
duction is so important, why are yields so low45? 

 � Oilseed production is almost completely 
rain-fed, which increases risk and reduces 
yield;

 � Producers do not use appropriate inputs like 
improved seed, cultivars and sufficient fertil-
iser. Improved seed could increase the oil con-
tent for processing;

 � Lack of quality seed was flagged as a key bar-
rier to better quality production and higher 
productivity as there is little research into 
seed production and management of the seed 
system.

 � Producers use traditional farming practices 
and poor technologies; 

 � Producers lack knowledge on post-harvest 
crop management and general farming 
practices; and

 � Labour is in short-supply and not managed 
effectively during peak seasons, which re-
duces yields and increases losses.

One upside for producers is that sesame nearly 
meets organic production standards - due to 
the low input levels and because farming largely 
occurs on uncontaminated lands46. However, the 
premium for certified organic sesame is not there, 
and the costs for product testing and standard 
machinery in processing facilities is not yet war-
ranted.

44 Analysis of price incentives for sesame seed in Ethiopia for the time period 2005-2012. FAO. February 2015.
45  Constraints identified through stakeholder interviews and the publication: Analysis of price incentives for sesame seed in Ethiopia 

for the time period 2005-2012. FAO. February 2015.
46 Wijnands, Beirsteker, and van Loo, Oilseeds Business Opportunities in Ethiopia, SNV, 2009
47 Ethiopia Commodity Exchange Authority Proclamation No. 551/2007, Federal Negarit Gazeta
48 Wijnands, Beirsteker, and van Loo, Oilseeds Business Opportunities in Ethiopia, SNV, 2009

Aggregators
Small-scale producers generally sell their produce 
onto an intermediary of some form, where it is 
aggregated alongside other farmer produce and 
sold onto a processor or directly to a wholesaler, 
local retailer, hotel or restaurant. This interme-
diary can be a community-level broker, primary 
cooperative or cooperative union. For commodi-
ties traded on the Ethiopia Commodities Exchange 
(ECX) (see Box 2) - mainly soybean and sesame - 
commercial farmers, community level brokers 
and unions supply produce directly to the ECX via 
ECX warehouses. While they serve an important 
function, they also incur costs without value ad-
dition.

Box 2: What is the Ethiopian Commodities 
Exchange

The Ethiopian Commodities Exchange (ECX) was 
established in 2008 as an autonomous public in-
stitution accountable to the Prime Minister, with 
the objective of ensuring the development of an 
efficient modern trading system that would pro-
tect the rights and benefits of sellers, buyers, in-
termediaries, and the general public.47 The ECX is 
intended to enhance market efficiency in oilseeds, 
by standard setting, market clearing, and payment 
certainty, though it could jeopardize speciality 
trade.48 Furthermore, the trading of commodities 
on the modern platform is expected to encourage 
local production of listed items, enhance exports, 
and control illicit trade.

Related to edible oils, sesame has been traded on 
the ECX floor since late 2009, soybean since 2019 
and niger seed since 2020. Full trading of niger seed 
has not started yet and will be voluntary, meaning 
traders can still bypass the ECX.

Community-level brokers play a key role in this 
step of the chain where they can leverage their 
buying power and access to market price infor-
mation to negotiate advantageous prices, some-
times at the expense of small-scale producers. For 
soybeans and sesame, these traders are obligated 

“There are so many  
intermediaries”

Processor
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to sell directly to the ECX, while they can sell to 
whom they like for niger seed. Several stake-
holders indicated that these traders engaged in 
speculative hoarding and bought up product at 
lower prices, stored it for periods of time, and 
then sold it when the price improved. While this 
smooths out supply to some extent, it also adds 
further cost into an activity with no value addition.

Producer cooperatives and cooperative unions 
play a key role in the aggregation for small-scale 
producers. Beyond, aggregation they can also 
play a role in marketing, and processing of pro-
duce including services such as;

 � Peer to peer trading between primary cooper-
atives

 � Oilseeds separation 

 � Warehouse rental

 � Receiving/procuring agricultural inputs from 
government and distributing to member 
coops

While the role is important, some farmers cited 
weak capacity in management and finding 
buyers.

The ECX is where the majority of raw sesame and 
soybean ends up in Ethiopia. Regarding the ECX 
product quality, processors and exporters both 
complained that various qualities and origins of 
seeds are mixed together at the ECX, perhaps 
due to limited standard. One processor reported 
impurity levels from product at the ECX were 28 - 
30% versus 14 - 15% for those sourced from the 
primary market. This mixing is generally more 
problematic for processing than for exports, as 
export purity levels can be negotiated and agreed 
with buyers, albeit high impurities clearly have an 
impact on export price. In addition to reducing the 
quality, product mixing at the ECX makes organic 
traceability nearly impossible, as buyers do not 
directly exchange information with producers. 

The ECX also adds another to the cost for local oil 
production - meaning that processors have to pay 
more for worse quality than if they just sourced 
directly from the farm. For instance, a tahini pro-
cessor and sesame exporter currently buy whitish 
gonder/humera sesame at ETB 5,200 - 5,300 per 
quintal in the primary market, while the same va-
riety costs close to ETB 5,600 from ECX49. In times 

49  According to ECX daily commodity trade data, Feb 8, 2021, the variety was selling for ETB 5560/Qtl (confirming the interview 
finding)

50 Food & Beverages Processing & Auxiliary Industry Strategy, EIC & ATA, 2020
51 Food & Beverages Processing & Auxiliary Industry Strategy, EIC & ATA, 2020

of short supply, the prices can increase and the 
processor sometimes buy from hoarders for Birr 
5,700 - 5,800 per quintal.

Processors
Growth in processing can create formal, high and 
low-skilled jobs, which are subject to coverage 
under the labour proclamation. This is particularly 
important as such jobs can create more opportu-
nities for women, who are generally more present 
as workers in the factory than on edible oil farms.

Processed edible oils generally create two end 
products that are both in high demand - pro-
cessed oil and a protein rich cake by-product 
which is a critical ingredient for animal feed. Of 
the total sales value from processed edible oils, 
the value of processed oil can range from about 
50% (for soybeans) to over 90% (rapeseed). The 
remainder of the sales value is in the cake by-
product50. 

Ethiopia has considerable opportunity to enhance 
edible oil processing. Despite being one of the top 
15 oil seeds producer countries in Africa, Ethiopia 
produces just 5% of its edible oil supply and the 
remainder is imported - 87% of the imports being 
palm oil51. 

“We can never use the supply 
from ECX, for processing. It 
all gets mixed up and lacks 
uniformity, the quality is also 
lower”

Processing union

“If I were to process sesame 
into oil, I would also be keen 
to export the oilcake. It’s like 
‘gold’ in nutrition, very expen-
sive feed for animals”

Importer/exporter
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The issue in Ethiopia is not processing capacity - 
it is processing utilisation, which has historically 
been the lowest among the food manufacturing 
industries52. One interviewed niger seed pro-
cessor indicated that his factory had not been 
in operation for the last six months because the 
cheapest he could produce edible oils - ETB 100 
(USD 2.50) per litre - could not compete with 
imported palm oil and safflower oils sold on 
the market at ETB 70 - 80 (USD 2.00) per litre.  
So what are the bottlenecks relative to processing? 
The lack of consistent, quality and competitively 
priced raw oilseeds is the key issue. This relates 
and is exacerbated by other key constraints:

 � Production challenges - low productivity of 
available oilseed varieties, inefficient pro-
duction systems and post-harvest losses - 
which push the sourcing price of raw materials 
upwards. As a result, the price of locally pro-
cessed edible oil is very high when compared 
with the global average53 and thus imported 
crude palm is more competitively priced. 

 � A lack of consistent electrical supply also 
increases costs to run processing factories on 
diesel generators and can limit their utilisation. 
This is particularly critical for the new large-
scale processors at the Bure IAIP, where the 
current power supply is 3 MW and the entire 
operational park needs 55 MW. One company 
indicated that it is operating with 20% of its 
intended workforce with operations just three 
days per week.

 � Poor human resource management for 
SMEs causes high turnover and increasing op-
erating costs.

 � Packaging costs were flagged as expensive.

 � Lack of skilled machine operators and main-
tenance providers locally.

52 Edible oil value chain enhancement in Ethiopia Final Evaluation of the Joint Programme. ILO. July 2013.
53 Food & Beverages Processing & Auxiliary Industry Strategy, EIC & ATA, 2020
54 Interview with a sesame exporter
55 Local markets where farmers and cooperatives supply traders (wholesalers or retailers)

For sesame, there is very little processing and 
value addition apart from cleaning and sorting. 
This is because sesame seed prices in Ethiopia 
have been higher than the global average 
for years and sesame oil is already among the 
more expensive globally. Hence, there is no busi-
ness case for processing sesame oil for the 
local market. Internationally, sesame oil - par-
ticularly the whitish variety from Ethiopia - and 
the cake by-product is in high demand in niche 
markets in Europe, China, and elsewhere54, 

however, processing, packaging and meeting 
international food safety standards seems to be 
more cost effective in those markets. For example, 
an interviewee indicated that the majority of raw 
sesame is exported to China, where they sort, 
clean, press, test, pack and sell the product locally 
as well as on to Japan and South Korea.

The ECX also appears to limit processing com-
petitiveness. A tahini processor and exporter 
identified that it could not get the necessary 
sesame quality at the ECX and thus had to apply 
for a waiver from Ministry of Industry & Trade to 
buy product from the primary market55. Direct 
sourcing is possible from cooperative unions, 
primary cooperatives and larger farmers for ECX 
commodities, but requires this approval. The ECX 
also pits processors versus exporters in a price 
bidding competition - with higher exporter mar-
gins meaning that they can outbid processors (see 
Box 3). To combat this, the government has set-up 
dedicated trading days for processors to bid for 
supply. 

Exporters
Exports are often a means for market diversifi-
cation, better market prices and can often serve 
as a “pull” for better product quality and better 
working conditions due to buyer requirements for 
social responsibility in the supply chain. However, 
in Ethiopia, the export market does not function 
this way. Exporters sell poor quality, low value raw 

“You cannot sell 5 litres for 
cheaper than imports with the 
prices we have here”

Edible oil processor

“When you consider value addi-
tion, you need to consider the 
farmer”

Importer/exporter
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products that are destined for buyers with less 
interest in social sustainability.

Ethiopia is a major exporter of raw unprocessed 
oilseeds to China and Israel and to a lesser extent, 
Japan, EU, and the US. Sesame is the principal 
export product and is generally exported to China 
and Israel, while niger seed is exported to a much 
lesser extent and primarily to the US. Limited 
amounts of Tahini are exported to Israel and the 
Middle East. 

Sesame and soybean exporters source their 
produce from the ECX trading floor or their own 
farms. There are no restrictions on sourcing mo-
dality for niger seed and other oilseeds that are 
not listed for trading on the ECX platform.

The Ethiopian oilseed export market is character-
ised by price distortions, failure to meet contrac-
tual obligations in terms of quality and/or quantity. 
A combination of interrelated factors lead to the 
price distortion:

1.  A production system that is low produc-
tivity but high cost, resulting in higher local 
prices than the global average; and

2.  An acute shortage of foreign exchange 
(ForEx) leads exporters to sell exports at a 
loss to access foreign exchange and import 
products at high margins56 (see Box 3).

Box 3: Exporting to Import

The principal business for many Ethiopian exporters 
is actually importing. Why is that? Ethiopian export 
businesses often take losses on uncompetitive ex-
ports as a means of generating ForEx that can be 
used to import products, and sell them at margins 
in excess of 200%. So while, exports are sometimes 
uncompetitive, it may still be worthwhile to export 
(by later selling imports), and this is the principle 
reason that raw sesame is purchased from the ECX 
for about 15-20% more than the export price.  

56 Ethiopia Oilseeds Report Annual, USDA & GAIN, 2020
57 Lehr and Yared Sertse, VCA of Pulses and Oilseeds from Ethiopia, 2018
58 Abebe, Terefe Negasa. Review of Sesame Value Chain in Ethiopia. International Journal of African and Asian Studies. 2016.
59 Ethiopia Oilseeds Report Annual, USDA & GAIN, 2020
60 Food & Beverages Processing & Auxiliary Industry Strategy, EIC & ATA, 2020

These distortions have had an impact on the com-
petitiveness of the sector, particularly for sesame. 
Given that sesame exporters largely export to 
quickly generate foreign currency for their core 
business, importing, they try to minimise the re-
source time and cost into making the product 
export ready57. This pushes exports to a low 
quality/high volume export model which has little 
incentive to enhance product quality and yield. 
Additionally, exporters sometimes fail to meet 
buyer quality requirements - the percent of impu-
rities (rocks, dirt) in Ethiopian sesame is estimated 
to be 7-9%, which is below internationally agreed 
standards for third grade sesame (6%)58 - which 
can damage the Ethiopia brand.

To support a more competitive sector, the Ministry 
of Trade and Industry (MoTI) passed a new direc-
tive to introduce penalties against the practice 
of exporting commodities below domestic price 
levels. The directive also provides strict control 
measures on trading prices, product quality 
and administration of export sales contracts. 
Registration of export sales contracts is required 
for all export commodities traded at ECX including 
sesame seed59. While stricter controls on exports 
and product quality appears to be a step in the 
right direction, it is unclear to what extent this has 
been enforced or what effect it has had.

Retailers
Local markets have considerable unmet demand 
for both the processed oil and oil cake. For pro-
cessed oils, 28% of the national demand is still not 
met through either imported or domestically pro-
cessed oils60. 

Processed oils can be sold in three ways: 1.) by pri-
mary cooperatives and cooperative unions to their 
own members and within their geographic area. 

“There are so many mischiefs 
in the value chain. If you want 
to be serious, you need to buy 
directly”

Edible oil processor
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2.) by wholesalers to central market areas; and 
3.) by wholesalers to the government. Regarding 
government sales, the government stocks its 
warehouses with oil in case of product shortages 

- which happens with regularity - to distribute to 
local districts through primary cooperatives and 
cooperative unions. 

Oil cake, one of the key ingredients in livestock 
feed, is in short supply. As a result, prices for the 
cake and in turn, feed itself, have increased signifi-
cantly over the last year. This has had knock-on ef-
fects to the competitiveness of sectors dependent 
on feed such as livestock and poultry, however, 
this issue is further explored in the ProAgro 
Ethiopia poultry market system analysis.

Demand from export markets far outstrips 
supply and exporters are unable to meet buyer 
volume requirements. These buyers operate 
in markets which are less quality oriented than 
European buyers, and thus they are well aligned 
to the Ethiopian supply. However, Asian con-
sumers are growing more health and sustaina-
bility conscious and importers in these markets 
will also begin introducing certification and ethical 
business requirements. 

Some experts indicated that if Ethiopian exporters 
want to meet European or even future Asian buyer 
demands, that they will need to fundamentally 
change their business model. This will require 
certification (HACCP, ISO 22000), training to im-
prove their business practices, a focus on quality 
sourcing as well as time and investment61. 

Consumers
Local consumers have a demonstrated prefer-
ence for edible oils pressed from locally produced 
seeds such as niger seed. Oil is a necessity for 
Ethiopian consumers - the average per capita 
consumption is about five litres per year. For the 
overwhelming majority of consumers, price com-
petitiveness is the most important criteria in 
their decision-making. Thus, for end-to-end do-
mestic production to be competitive, the sector 
will need to become more competitive vis-a-vis 
imported oils - i.e. the main market.

As mentioned above, Ethiopian sesame oil and 
other products have a potential market in the 
niche organic healthy food consumer segments of 
Europe and Asia, as a high value premium priced 
products.

61 Lehr and Yared Sertse, VCA of Pulses and Oilseeds from Ethiopia, 2018
62 Labour in the sesame sector in Northwest Ethiopia. Sesame Business Network.
63 Kostka and Scharrer, 2011.

3.2  Supporting functions

Production Machinery
Poor yields and post-harvest losses heavily 
limit reliable product supply. One of the key 
drivers for both is the absence of produc-
tion machinery used on the farm, particularly 
for sesame farming. Research indicates that 
workers often use “century old farming tools”62 

and those that use hand tools for ploughing can 
reduce production yields by up to 50%63. Farms 
opt for manual labour instead of using basic tech-
nology, which has three negative implications for 
farms:

1.  The long-term cost of using manual labour is 
higher than simple machinery; 

2.  Machinery requires fewer workers, which 
is important in a market with a labour supply 
shortage and when farms struggle to source 
the workers high demand, critical times, 
missing weeding or harvest tasks at the right 
times;

3.  A high seed split rate, which means that the 
seed falls into the soil and becomes contami-
nated. 

Experts had varying opinions on what the solu-
tion to this problem was. One expert indicated 
that adoption of a simple handheld harvest ma-
chine fixed with a collection bag below could have 
a substantial reduction in post-harvest losses. 
However, the adoption of this machine was low 
because small-scale farmers do not have cap-
ital to buy such machinery or are not aware of 
such machinery. On the other hand, the Gonder 
and Humera research centres tested the use of a 
simple handheld motorized harvester, commonly 
used for wheat, but sesame plants are too high 
and the harvester would require modification. A 
tractor mounted harvester has been tested and 
has proved to be effective, however, it is out of the 
price range for many farmers.

Farm labour management
In consideration that oilseed, and in particular 
sesame, production are labour intensive with 
high amounts of product losses, better labour 
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management can bring gains to commercial 
farmers and workers alike. To begin with, workers 
are generally sourced at the roadside, given in-
formal contracts and are put to work on the farm 
with limited to no training. They also are exposed 
to very poor living conditions - sometimes pro-
vided a basic shelter and sorghum to eat but often 
not sanitary drinking water64. Such poor labour 
management can reduce farm productivity in four 
key ways:

1.  Workers are less productive when not well-fed, 
well-rested, or sick due to unsanitary food, 
water or living conditions;

2.  A more hostile worker-employer relationship 
reduces worker incentive to produce effec-
tively.

3.  Workers often perform weeding or harvesting 
duties incorrectly, which can limit crop yields;

4.  Most sesame farms cannot attract sufficient 
labourers at key times (weeding and harvest).

With so many benefits at hand, why is the farm 
labour management so poor? One reason is that 
the vast majority of sesame farms are small-
scale and thus quite capital constrained, at least 
until after the sale of the harvest. For both small 
and large farms alike, the labour supply shortage 
causes relatively high wages already, so farm 
managers can feel like they are already paying 
above market rate for workers. It is also difficult 
to build up a employer-worker loyalty, particu-
larly as workers do not feel that they will be re-
warded by going back to the same employer65 

and this in turn limits employer willingness to 
invest in workers. Lastly, there is no govern-
ment enforcement and even if there was, these 
workers are all informally employed so not cov-
ered by the labour proclamation.

Human Resource Management
Processors voiced concern over high staff turn-
over and absenteeism rates which cause an uphill 
human resourcing battle. Processors, particularly 
of small and medium size who do not have dedi-
cated HR teams and standardised trainings, indi-
cated that they regularly operated with missing 
staff or spend time and money recruiting staff 
and then upskilling them, increasing operating 
cost and reducing productivity. This signals a 

64  Content from this section sourced from an expert interview and the publication: Labour in the sesame sector in Northwest Ethiopia. 
Sesame Business Network.

65 Labour in the sesame sector in Northwest Ethiopia. Sesame Business Network.
66 Barret & Baumann-Pauly 2019.
67  While skills could be unpacked to a much larger extent in this analysis, the ProAgro has committed resources to a more exten-

sive skills assessment, which will cover the issue in further depth.
68 Reddy & Kanna 2016.
69 Food and Beverages Processing and Auxiliary Industry Strategy, EIC, 2019.

mis-management of human resources within 
some processors. In looking to the causes, the 
principal driver are low worker wages. Other 
trades may also be more lucrative - women could 
make more as domestic workers (ETB 2-3,000/
USD 50-75 per month), comparable or more than 
the total take-home package of ETB 2,000 (USD 
50) at a processing factory. 

While the issue resonates from poor wages, there 
are other contributing factors. Trade unions have 
been described as weak and not having the 
power to bring key issues to the fore. The in-fac-
tory associations, “worker councils”, rarely op-
erate without the supervision of management, 
which limits worker ability to voice their concerns 
without fear of retaliation66. There seems to be 
limited recognition or reward for those who 
work well, however, some processing compa-
nies have begun to incentivise better workplace 
attendance and performance through bonus 
schemes.

Skills
Skill shortages at the production and processing 
levels were reported as being a key driver in the 
sector’s poor competitiveness67. At the production 
level, poor skills can reduce production yields and 
increase post-harvest losses. At the processing 
stage, companies invest substantial resources 
into training staff - both through internal and ex-
ternal training - only to see them leave once they 
have the skills, which increases costs.

In production, two key challenges persist re-
lated to skills transfer to: 1.) small-scale farmers 
through extension services; and 2.) seasonal mi-
grant labourers. For small-scale farmers, knowl-
edge transfer usually comes from government 
extension officers68. The current government 
strategy of having one crop extension officer in 
every kebele (village level) is quite extensive, how-
ever, these extension officers often lack oilseed 
specialisation69. Beyond a lack of sector speciali-
sation, stakeholders identified extension officers 
had little knowledge of technology and chem-
ical application and were not equipped with the 
necessary transport to reach rural areas. 

The Ministry of Agriculture is shifting to a “plu-
ralistic approach” to tap into the private sector 
and donor-funded initiatives to improve exten-
sion services. While well intentioned, this may 
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not be a silver bullet for better extension ser-
vices. Outgrower and contract farming models 

- common private-driven models to deliver skills 
and inputs to farmers in exchange for a guaran-
teed product supply - have mixed results. One 
oilseed processor reported having reasonable 
success with a contract-farming model operated 
through a union (see Box 4), however, research 
has shown that contract-farming models gen-
erally do not benefit either farmer or service 
provider/ buyer70.

Box 4: Looking to the private sector for skills 
development

One oil processor operates a contract farming 
model through a cooperative union as a means of 
sourcing oilseeds from smallholder farmers. To up-
skill farmers on proper techniques, the processor 
uses a “trainer of trainers” model, employing recent 
university graduates to train public extension of-
ficers. The processor offers a price that exceeds the 
competitors’ price by about ETB 50-100 (USD 1.25-
2.50) per 100kg and provides access to some basic 
machinery. As a result, the processor has been 
able to minimise farmer side-selling - a key threat 
to contract-farming. This has also been supported 
by a new contract farming law which now obliges 
unions to pay back obligations to buyers if farmers 
side-sell - reducing the disincentives for buyers to 
run contract farming models.

Related to seasonal migrant worker skills, farmers, 
particularly small and medium-scale farmers 
generally do not provide skills orientation on 
how to do critical tasks in both harvesting and 
weeding. Thus, workers, who generally are not 
specialised in oilseed farming, learn on the job, 
through friends, or what they think is right71.

Processors indicated that skills were lacking from 
top to bottom in the factory. This includes lower 
skilled positions, electricians, machines operators 
and marketers. The common complaint was that 
university graduates have few factory-ready 
skills, resulting from a general dearth of prac-
tical training built into university curricula. For 

70 Holtland, G. (ed.). Contract farming in Ethiopia: Concept and practice. Arnhem, The Netherlands: AgriProFocus. 2017
71 Labour in the sesame sector in Northwest Ethiopia. Sesame Business Network.
72 NBE Report 2019/20 for data on banks and MFIs, FCA 2020 for data on SACCOs
73 Various sources
74 NBE Report 2019/20

example, a mechanical engineering graduate will 
be well equipped with theoretical underpinnings 
of various machines, but will not know how to op-
erate, manage or maintain different machinery 
and good engineers. 

Finance
In Ethiopia, financial services are provided 
through an array of providers (see Box 572). The 
state-owned Commercial Bank of Ethiopia (CBE) 
and 16 private commercial banks provide regular 
banking services, while a dedicated public policy 
lending bank - the Development Bank of Ethiopia 
(DBE) - primarily lends to prioritized sectors, in-
cluding agriculture.

While the share of loans disbursed by banks to ag-
riculture increased by 39% in 2019/2020 from the 
previous year, it still remains under 10% of total 
loan disbursement - low relative to the importance 
of agriculture in terms of employment (~80%)73 

and contribution to GDP (32.7%)74. At a more 
practical level, entrepreneurs, farmers, and co-
operatives in agriculture find it difficult to borrow 
from banks for reasons related to both the supply 
and demand of loans - this limits investment and 
growth into businesses.

Box 5: Access to finance by numbers

 - 18 banks (16 private and 2 public)

 - 18 insurance companies (17 private)

 - 41 microfinance institutions (13 private, 11 
public, and 17 NGOs)

 - 6 Capital Goods Financing/Leasing companies 
(5 public, 1 private/foreign)

 - 19,000 Saving and Credit Cooperatives 

 - ETB 271.2 billion (USD 6.75 billion) dispersed by 
banks in fresh loans in 2019/20

 - 9.2% of the loans went to agriculture

The supply side:
 � Banks view agriculture as highly risky, a 

view that is reinforced by the highly publicised 
failure of large volumes of agricultural loans 
made by the Development Bank of Ethiopia. 
DBE itself has temporarily seized lending to 
rain-fed agriculture projects on land holdings 
of less than 200ha. DBE cites that its internal 
feasibility assessments have shown that pro-
jects of lesser scale that use existing tech-
nology have a high likelihood of failure.

“When machines fail, there 
is no one to fix issues and get 
them running again.”

Oilseed Processor
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 � The banking sector is closed to entry of 

foreign banks, and thus, is liquidity con-
strained. Hence, banks tend to be very se-
lective in lending, and most of their credit is 
channelled to businesses that offer collateral 
worth 100% or more of the loan value. 

 � Many banks lack the experience and knowl-
edge of the agricultural sector, which makes 
it difficult to properly assess and measure the 
risk and benefits of financing actors in the 
sector. This perception results in asking for 
very high interest rates on agricultural loans.

 � Few insurance companies offer crop insurance 
services, premiums tend to be very expensive 
and the procedures and processes in settling 
claims were reportedly cumbersome, and thus, 
discouraged their use. 

The demand side:
 � Farmers, cooperatives, and entrepreneurs 

lack knowledge and skills in developing 
business plans and putting in place financial 
management practices that would help them 
qualify for bank loans.

 � Farmers and MSMEs often lack physical col-
lateral that can be pledged against the loan. 
This is especially true for women entrepre-
neurs that were interviewed during the field 
research.

Apart from formal banks, the Savings and Credit 
Cooperatives (SACCOs) are informal service pro-
viders funded by a membership base of over 2.9 
million (46% are women) and having dispersed 
ETB 3.9bn (USD 95 million) of fresh loans last 
year75. The Amhara Credit and Saving Institution 
(ACSI), the principal MFI in Amhara, lent more 
than ETB 11bn (USD 270 million) in agriculture 
loans as of Dec. 2020, which represented 40% of 
Ethiopia’s MFI lending in agriculture and over 50% 
of ACSI’s portfolio. MFIs typically reach farmers 
and micro-enterprises through group lending, 
and large-scale borrowers that can pledge col-
lateral through individual lending. Small and 
medium enterprises have finance needs that 
are too large for group lending and struggle to 
pledge collateral for larger size loans.

Recently established capital goods financing com-
panies were created to close this gap, and play a 
key role in creating alternative means for SMEs 

75 ILO Cooperatives Team, citing FCA database (2020)
76 Food & Beverages Processing & Auxiliary Industry Strategy, EIC & ATA, 2020
77 Ethiopia Packaging Sector Overview. Ethiopia Investment Commission. December 2020.

to obtain machinery and equipment for agricul-
tural production and processing. In Amhara, Walia 
Capital Goods Financing Companies has leased 
close to 8,300 machineries worth ETB 643 million 
(USD 16 million) to over 3,000 enterprises.

Packaging
Packaging is a key cost driver in the competitive-
ness of domestically processed oils - for example, 
bottling costs about 10% of the final price of soy-
bean oil76. Currently, Ethiopia produces about 
25-30% of the country’s packaging demand77 

though most medium- to large-scale processing 
plants have adjacent packaging facilities to man-
ufacture plastic bottles - some able to bottle in 
various sizes up to 25 litres. 

Packing is plagued by several key challenges. 
Perhaps most severe is that all inputs to make 
packaging are imported and require access to 
Foreign Exchange (ForEx) to do so, which limits 
the consistency of imported inputs. That com-
bined of power fluctuations and outages make 
it difficult to have “on-demand” packaging or op-
erate packaging facilities 100% of the time, which 
in some cases can lead to spoiled inventory. Lastly, 
maintenance of machinery is another issue. A 
union that produced its own bottles stopped man-
ufacturing them once a machine stopped working, 
because the union could not fix or troubleshoot 
the issue, or pay the costs to bring in experts from 
abroad to diagnose and fix the issue.

3.3 Rules and Regulations

Currency Controls
A key challenge that permeates into every area 
of business is the limited availability of foreign 
currency. As Ethiopia’s ForEX reserves continue 
to fall and the ETB depreciates against the dollar 
(by as much as 28% in Nov 2020), the Ethiopian 
government takes measures to protect the ex-
change rate by making it difficult to convert ETB 
to foreign currency. A recent report estimates that, 
although monthly imports total USD 900 million, 
the backlog of unmet ForEx demand could be as 
large as USD 3-5 billion and waiting times at banks 
for accessing foreign exchange are around four to 
six months. As a result of these protections, there 
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is a persistent exchange rate gap between the 
formal and parallel market (25% - 30%), meaning 
that informal currency traders can put a premium 
of 30% on the exchange rate for the convenience 
of immediate exchange.

Interviewees confirm the seriousness of this chal-
lenge - it limits producer productivity, processor 
utilisation and adds substantial costs along the 
way, mainly through:

 � Delaying or preventing imports of essential 
inputs and products (e.g., improved seeds, 
fertilizer, chemicals, machinery and packaging 
inputs).

 � Creating an unfair advantage for foreign in-
vestors and other traders (e.g., exporters) that 
have access to ForEx.

During the month of writing of this report, a price 
increase of about 60% was observed on imported 
edible oil, mainly to do with the shortage of forex 
in the market78, which on the one hand is bad for 
consumers who depend on oil, but on the other, 
decreases the gap between imported and locally 
produced oils. 

The government has introduced several directives 
and policies to improve the ForEx situation. One 
such policy includes directing the limited available 
reserves to support the import of machinery and 
raw-materials that can build local manufacturing 
capacity in prioritised commodities79. 

Import Duties & Taxes
Import duties add cost to products and in par-
ticular, the agriculture inputs and packaging 
inputs which add considerable cost to any final 
raw or processed products. At the moment, 
import duties on such inputs are around 15% with 
an additional VAT of 15% - a substantial cost ad-
dition. Critical for the oilseeds production is that 
imported palm oil is exempt from both import 
duties and VAT allowing processors to buy crude 
palm oil for one-third the price of domestic oil pro-
duction. 

Given the domestic supply shortage, these ex-
emptions have likely been a key incentive for 
recent investment into oilseed processing ca-
pacity. However, on the other side, the exemptions 
also serve as a disincentive to the local produc-
tion competitiveness, as the disparity between 

78 A five litre bottle of palm oil is now being sold for ETB 550, up from ETB 350
79  Other recent directive include  allowing local manufacturing companies to benefit from supplier credit (of up to 6 months), and 

diaspora forex account holders in Ethiopia to import only prioritised commodities.
80 Food & Beverages Processing & Auxiliary Industry Strategy, EIC & ATA, 2020
81 For example, see: Ethiopian parliament votes to cut ties with Tigray region leaders. Al Jazeera. 7 October 2020.

high-cost, domestically sourced product and low-
cost imported palm oil is too vast to incentivise 
domestic oilseed production80.

The government incentivises investment in agri-
cultural production and food and beverages by 
processing through duty free imports of capital 
goods (machinery and vehicles) and construc-
tion materials. Investors have to fulfil a series of 
requirements for the exemption, the most cited 
ones include: 1.) a requirement to employ more 
than 50 local workers; 2.) raw materials must 
be used to produce goods for export. These ex-
clude small enterprises and products not used for 
export, which cover most businesses in the sector. 

Security
Security concerns were flagged several times as 
bringing a cloud of volatility to the sector. One op-
erator expressed reluctance to invest given cur-
rent security issues, which have included burning 
of farms. 

The most considerable security impact on oil-
seed production is the ongoing political dead-
lock and security instability in neighbouring 
Tigray81. This conflict has caused human displace-
ment, which could have impact on the upcoming 
sesame harvest - potentially making it difficult for 
farmers in Tigray and Amhara to source labour. If 
the situation does not improve by when the first 
wave of labour is needed (July), it could have a 
significant impact on product supply - particu-
larly for sesame - as well as market prices, and 
exports. Most importantly, the displaced workers 
and small-scale farmers will not have access to the 
business profits and worker incomes they desper-
ately need to support their livelihoods.

Conflicts of lesser scale and frequency also arise 
from time to time in other sesame producing 
areas such as Wollega in Oromia and Benishangul 
Gumuz in SNNP regions, potentially having 

“You have to exempt VAT from 
the oilseed if you want indige-
nous companies to produce.”

Oilseed Processor
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adverse effects on the supply of sesame to the 
ECX trading floor.

Coordination
Strong coordination supports inclusive develop-
ment. An active employers’ association can ensure 
stakeholders work together to lobby for and ad-
dress key sector challenges. A functioning sectoral 
trade union can ensure that sector growth does 
not come at the expense of its workers. And ef-
fective rural cooperatives and unions can improve 
farmer productivity and market power. To support 
sector coordination, ATA indicated that they con-
duct quarterly meetings with key actors in the 
sesame chain. 

The Ethiopian Pulses, Oilseeds, and Spices 
Producers & Exporters Association (EPOSPEA) 
represents medium- and large-scale processors 
and exporters in oilseeds as well as pulses and 
spices. EPOSPEA has a strong presence in the oil-
seeds sector through the various research and 
advocacy work it does to influence policy in the 
area of manufacturing and export of oilseeds. The 
association organises training and exposure visits 
to its members to build capacity and improve the 
manner in which business is conducted by players 
in the sector.

The CETU Federation of Food, Beverage, 
Tobacco and Allied Trade Unions represents 
workers at the processing level. Their members 
come from employee associations in most large 
processors, but do not represent workers at the 
farm level82. The trade union advocates for worker 
rights, benefits safety and job security through 
collective bargaining agreements with company 
management. The CETU Federation of Farm, 
Plantation, Fishery and Agro-Industry Workers 
Trade Union represents workers in large-scale 
farms, though it is unclear to what extent they 
represent edible oil farmers. Secondary research 
indicates that unions have not been effective ad-
dressing some of the key worker issues in other 
factories83, though it could not be identified how 
effective their work is for edible oils.

Smallholder farmers are organised into producer 
and marketing cooperatives and cooperative 
unions, as well as saving and credit coopera-
tives (see Box 6). Cooperative unions sit as an apex 
body over a series of producer and marketing 
cooperatives, adding strength to the primary co-
operatives, but also another “intermediary level”. 

82  Some workers have representation on commercial farms, but the union represents workers from other sectors, like sugar.
83  Barrett & Baumann-Pauly, 2019.
84  Kostka and Scharrer 2011.

Some examples of the intermediary services pro-
vided by production and marketing unions and 
cooperatives include: 

 � Purchasing and distributing inputs to mem-
bers (union to coops, coops to famers)

 � Production, aggregation and marketing prod-
ucts

 � Warehouse/storage services to internal and 
external customers

Box 6: Cooperatives scene in Amhara region

 - 3,142 primary cooperatives

 - 36 cooperative unions

 - 1 cooperative union and 1 primary cooperative 
in edible oil processing

Although there is strong presence of primary co-
operatives and cooperative unions in Amhara and 
they are a key vehicle for information exchange, 
input, and output flows to and from farmers, most 
operate with key constraints, including:

 � Lack of access to credit at affordable rates;

 � Weak governance and leadership struc-
tures, including limited flexibility in decision 
making;

 � Poor female representation in the edible oils 
primary cooperatives and cooperative unions 
(only around 20% in nearby Meketel84);

 � Lack of access to land for new investment 
and expansion;

 � Lack of knowledge and expertise in operating 
and maintaining production and processing 
machinery;

 � In some cases, primary cooperative and co-
operative union management lacks incen-
tive to perform as hired managers have no 
skin in the game;

 � Lack of financial sustainability and stability;

Labour Regulations & Enforcement
One of the key reasons that poor working con-
ditions persist for seasonal migrant sesame la-
bourers is that they have little regulatory backing 
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and thus no enforcement. As the Sesame Business 
Network indicated there are no rules and regula-
tions, they are not monitored, and there is no pun-
ishment85. 

In digging deeper, the labour law only covers 
formal workers, which means that seasonal mi-
grant workers, who rove from farm to farm for a 
few weeks or months at a time, will never be cov-
ered under such a law. Therefore, the Amhara 
Regional Labour and Social Affairs Bureau has 
no regulation to enforce and no mechanism to 
punish farms not providing reasonable working 
conditions.

85  Labour in the sesame sector in Northwest Ethiopia. Sesame Business Network.

Contract Farming Regulation
Contract farming is a mechanism for buyer to 
diffuse knowledge and inputs to farmers in ex-
change for access to their product that is in short 
supply. In theory, both sides benefit - the farmer 
produces more product with the new skills and 
inputs and the buyer has more product to pro-
cess or export for a profit. In practice, it does 
not always work and one of the reasons is weak 
enforcement of the “contract” between buyer 
and farmer as farmers are prone to side-sell their 
product if they find a better price. This creates a 
disincentive for buyers to engage in scheme in the 
first place.

To combat this and build trust and confidence 
between farmers and buyers, a new proclama-
tion is in development to strengthen “agricultural 
production contracts”. The draft law has been ap-
proved by the Cabinet of Ministers and it is now 
awaiting the approval of the Ethiopian Parliament 
to come into force. The draft law articulates the 
rights and obligations of parties to a contract, en-
force and resolve disputes. The draft law entrusts 
the Ministry of Agriculture with powers and duties 
related to its implementation and enforcement.
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3.4 Constraints summary
The constraints identified throughout the above sections have been summarised in the below table:

Table 2: Example Constraints Summary Table

Constraint Underlying Causes Impact on market/decent work

Core Market

Production

 - Producers do not use appropriate inputs
 - Lack of available irrigated lands
 - Lack of quality seed
 - Use of traditional farming practices and poor 

technologies
 - Lack knowledge on crop management and general 

farming practices
 - Labour supply shortage and mismanagement

Low productivity which reduces 
farmer/worker incomes, reduces 
product supply to the market, drives 
up product price, limits processing 
factory utilisation

Brokers/ 
Collectors

 - Lack of market information for farmers
 - Poor coop/union management capacity
 - ECX mixes product, has low quality standards, and limits 

traceability of products

Brokers can leverage power over 
small-scale farmers to reduce sales 
value, and product value reduced 
through ECX

Processors
 - High production costs/low productivity
 - Low cost of imported edible crude oils
 - High packaging costs 
 - Lack of consistent electrical supply

Factories operate below optimum 
utilisation, reducing employment 
needs and the opportunity to 
substitute processed imports

Exporters
 - High cost of supply
 - ForEx controls push exporters to export for the purpose of 

getting ForEx to import, which limits incentive to invest in 
quality/production

Limits exports, investment into better 
production

Supporting Functions

Production 
Machinery

 - Small-scale farmers do not have capital to buy such 
machinery

 - Poor awareness of such machinery.

High post-harvest losses, low yields 
and earnings, as well as limits the 
amount of product that go through 
value addition

Farm Labour 
Mgmt.

 - Most sesame farms are capital constrained
 - Farm wages are relatively high, so farm managers do not 

invest in working conditions
 - Poor worker-farm loyalty
 - No government enforcement

Very poor seasonal working 
conditions and poor farm 
productivity.

Human Resource 
Mgmt.

 - Poor wages
 - Weak trade union representation
 - Lack of independence of factory associations
 - Limited performance recognition/incentive

High factory turnover, absenteeism, 
and poor working conditions reduce 
productivity and increase operating 
costs.

Skills

 - Government crop extension officers lack sector 
specialisation, knowledge and transport

 - Medium-scale farmers not covered by extension officers
 - Poor viability of private extension models
 - Poor farmer investment into seasonal migrant skills 

development
 - Poor practical skills from university graduates
 - Lack of practical training integrated into university 

curricula

Limits farmer yields and incomes 
Incurs training and human 
resourcing costs for processors and 
reduces productivity.
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Access to Finance

 - Banks view agricultural as highly risky
 - Poor financial sector liquidity
 - Lack knowledge in assessing agriculture risk
 - Poor farmer/business knowledge of putting together a 

business plan and cannot meet collateral requirements 
(particularly women)

SMEs and farmers - particularly 
women - struggle to access credit 
which can support faster business 
growth

Packaging
 - All inputs imported and limited by import and currency 

controls;
 - Lack of consistent power supply

Packaging is costly and often 
not always available on demand, 
reducing sector competitiveness

Rules and Regulations

Currency 
Controls

 - Ethiopia lacks foreign currency reserves, and thus needs 
to protect currency exchange

Severely limits the import of inputs, 
packaging inputs, etc. and increases 
costs throughout the chain, reducing 
competitiveness

Import Duties
 - Untaxed crude edible oil imports
 - Requirements too stringent to apply to smaller, non-

exporting businesses that do not add considerable value.

Adds cost to any inputs and 
incentivises processors to source 
imported oil rather from domestically 
sourced inputs.

Security  - Political deadlock and security instability in neighbouring 
Tigray

Displaced farmers and labourers will 
miss income, and farmers may have 
difficulty sourcing labour for the 2021 
crop cycle.

Coordination

For primary cooperatives and cooperative unions:
 - Lack of access to credit
 - Weak governance and leadership structures
 - Lack of female representation
 - Lack of access to land 
 - Lack of knowledge in operating/maintaining machinery 

in production and processing
 - Few incentives for management to perform
 - Lack of financial sustainability and stability

Limits working conditions on the 
factory floor, farmer incomes and 
productivity, and sector development 
and growth

Labour 
regulations & 
enforcement

 - Labour law does not cover short-term, informal nature of 
seasonal migrant labour

 - No law to enforce to hold farms to account
Seasonal migrant labour work in very 
poor working conditions.

Contract 
Farming Law  - Weak contract farming enforcement 

Limits buyer investment into contract 
farming, limiting product supply 
for processing/export and farmer 
incomes.





Opportunities 
A market systems approach seeks to identify, address and remove sys-
tem-level constraints that inhibit the growth of more inclusive markets. By 
nature, projects using the market systems approach pilot many different 
interventions, hoping that some gain traction and drive a larger systemic 
change that benefit the many while expecting that some never make it to 
a point where they can have significant impact (though do no harm). The 
reason for this is that lots of factors, many of which are often outside of pro-
gramme control, determine the success or failure of a pilot intervention. Such 
factors could include partner capacity and motivation, and market forces 
which affect prices and demand. 

Once pilots are tested and have been demonstrated as effective for creating 
more and better jobs for females, the project could then try to see how these 
approaches can be upscaled to have further impact. Sustainability and scala-
bility will be a central focus, ensuring that business and intervention models 
can be scaled up and replicated by market actors to further increase the 
long-term impacts.

Box 7: Facilitating market system interventions 

Traditional value chain development projects tend to orient their interventions 
towards the question of “what problems do value chains have and how can the 
project solve them?” rather than focusing on “why isn’t the market environment 
providing solutions to these?” and “how can the project address the constraints 
that prevent it from effectively doing so?” 

A market systems approach opts for a ‘light touch’ way of intervening, running a 
temporary package of activities designed to stimulate lasting behaviour change 
among public or private market players. The facilitation approach encourages 
market actors to take on new or improved roles which will lead to systemic 
change in the market system.

Anything is possible with facilitation: from ‘hard’ tactics like cost-sharing and 
technical advice, to ‘softer’ tactics like brokering relationships - as long as the 
facilitation stays true to the MSA principles on developing a more efficient and 
inclusive system that benefits the poor and which doesn’t have to rely on con-
tinued external support. There is no ‘correct’ single way to do facilitation and 
decisions must always be contextual.

Some general ‘rules of thumb’ are outlined in the ILO Lab brief “Market systems 
facilitation, how good are you?” 2017

4
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4.1 Key market actors

86   Motivation indicates the perceived organisational motivation to drive change in the sector. Capacity is related to human re-
source capacity to drive change in the sector. Both of these were gauged by the team based on the semi-structured interviews 
which took place during the field research.

For sustainability purposes, it is recommended 
that the project implement with existing market 
actors taking the lead in delivering interventions. 
To help ensure that the partners have the right 

incentives and abilities to take initiatives forward, 
the below table summarises perceived organi-
sational motivation and human and financial re-
source capacity to drive change in such initiatives.

Table 3 : Key Stakeholders in the Sector

Organisation Relevant Information Motivation / 
Capacity86

Ministry of 
Agriculture

 - Uppermost body of government with the mandate to capacitate, supervise, 
and regulate the agriculture sector

 - Has extensive networks of extension programs, down to the smallest level of 
government administration in all regions

 - Responsible to developing supply chains feeding into agro-industries

Motivation: 
Medium
Capacity:  
High

Agricultural Works 
Corporation

 - The corporation was formed amalgamating the Ethiopian Seed Enterprise, 
Agricultural Equipment and Technical Services SC. Agricultural Inputs Supply 
Enterprise, Natural Gum Making and Marketing Enterprise, and Agricultural 
Mechanization Service Enterprise 

 - Has 6,543ha of farmland for demonstration and taste farming
 - Distributes seeds, fertilizer, chemicals, and other agricultural inputs through 

23 outlets across the country
 - Provides rental and maintenance services of machinery, tractors, and other 

mechanized farming equipment
 - Oversees an enterprise that develops, multiples, and distributes seeds for 

vegetables and fruits

Motivation: 
Low

Capacity:  
High

Ethiopian 
Investment 
Commission 

 - Reports directly to the Ethiopian Investment Board, chaired by the PM or his 
designee 

 - Responsible for promoting, attracting, and facilitating investment
 - into agro-processing and other sectors
 - Has signed MoUs with both regional IPDCs for the attraction of investment 

into the agro-parks
 - Responsible for mobilising key agencies to provide one-stop-shop services in 

agro-parks
 - Has the power to convene any and all agencies around investment issues 

Motivation: 
High

Capacity:  
High

Regional Industrial 
Parks Corporations

 - Responsible for developing and operating agro-industrial parks 
 - Manage agro-parks that will be hosting 120 - 150 agro-processing companies
 - Responsible for overall coordination of support organisations and government 

organs to make the supply chains feeding into agro-parks work
 - Leading technical steering committees made up of donor and government 

representatives to push the agro-parks implementation agenda

Motivation: 
High

Capacity: 
Medium

Ethiopian Pulses, 
Oil Seeds, and 
Spices Processors 
and Exporters 
Association 
(EPOSPEA)

 - Established in 1998, with the objective of protecting the interest of members 
and building their capacity for competitiveness

 - Legally registered organisation, with 130 active members
 - Funding source includes; member contribution, national and international 

donations
 - Undertakes research and provides local and foreign market information and 

trend analysis 
 - Advocates for policy reforms to improve the enabling environment
 - Conducts capacity building activities, such as trainings and exposure visits for 

members

Motivation: 
High

Capacity: 
Medium

Agricultural 
Transformation 
Agency

 - Public agency entrusted with the transformation of the agricultural sector, 
through analytics and implementation support

 - Has interventions covering 3.5M farmers in Agricultural Commercial Cluster 
areas along the westerns Sesame Belt of Ethiopia

 - Has well-staffed and equipped regional offices in Amhara
 - Part of the technical committee for value chains development around the agro-

parks in Amhara

Motivation: 
Medium

Capacity: 
Medium
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Ambasel Trading

 - A parastatal established in 1993 by TIRET development organisation
 - Engaged in integrated production, processing, and export of Sesame and 

other agricultural commodities
 - Does cleaning, separation, roasting, and other processing of Sesame
 - One of only two processors and exporters of Tahini in the country  

Motivation: 
Medium
Capacity:  
High

Fabela Edible Oil 
Company

 - A recently established privately owned large scale edible oil processing 
company

 -  Processing capacity of 1.5M litres/day, expected to address up to 80% of the 
local market needs

 - Has so far created employment opportunities for 1,500+ people, expected to 
reach 3000 at full capacity

 - Currently sourcing crude palm oil for processing, to gradually create linkages 
with the supplier farmers, primary cooperatives, and cooperative unions for 
local sourcing 

Motivation: 
Medium

Capacity:  
High

Tsehay Union

 - A cooperative union with member cooperatives in oilseeds production
 - Area of operation covers 13 woredas, with 169 Primary Coops as members
 - Has created edible oil processing capacity, in addition to warehouse that 

provides cleaning and separation services
 - One of two collectives produces edible oil in Amhara, 
 - Has experience in sesame exports, which is currently put on hold

Motivation: 
Medium

Capacity:  
High

Entrepreneur-
ship Development 
Centre

 - Quasi – government entity formed by a partnership b/n UNDP and the Ministry 
of Urban Development and Housing (MoUDH)

 - Est. in 2013, provides services to start - up, micro, and small enterprises
 - Has branch offices, training centres, and trainers in B/Dar
 - Provides training on entrepreneurship and BDS services
 - Provides resource people for trainings organised by other organisations

Motivation: 
High

Capacity:  
High

4.2  Potential areas 
for intervention

Based on findings of the constraints analysis and 
given the assessment of the key market stake-
holders, several potential areas for intervention 
have been identified. These interventions focus 
on addressing the underlying causes to key 
constraints. They also have a sustainability and 
scalability focus, such that businesses and organ-
isations can continue, scale-up or replicate inter-
ventions beyond the life of the project. 

The below is tentatively proposed as an action 
plan for the project to take forward. This should 
be reviewed and updated regularly when new 
market information or analysis becomes avail-
able and in light of changing sector dynamics. The 
identified interventions take a portfolio approach 
as it is recognised that some interventions may 
never get traction while others may become very 
successful. The idea here is to test many initiatives 
and put resources into those that succeed while 
minimising investment into those that do not.

The proposed intervention strategy tries to al-
leviate constraints in three key areas, which are 
broadly set-out below and detailed on an indi-
vidual intervention basis in subsections thereafter:

1.  Enhance production to increase farmer in-
comes and product supply: This intervention 

area intends to address one of the key con-
straints in the edible oils sector - a lack of 
quality supply. Here, the project will work to 
support better farm-level skills and the use 
of basic technology to improve production 
yields, which will drive up farmer incomes. 
The project will also work to create govern-
ment incentives for new commercial farms to 
invest into new production. 

2.  Enhance worker wages and working con-
ditions to drive farm and factory pro-
ductivity: This intervention area intends to 
address poor wages and working conditions 
at the farm level and poor wages and high 
turnover at the processing level. This could 
be done through a two-tier approach: 1.) 
developing the business case for worker in-
vestment; and 2.) supporting the adoption 
of the minimum wages for formal workers. 
Improving working conditions is particularly 
important, as it is where women are most 
heavily involved in the sector.

3.  Strengthen sector coordination: Improved 
sector coordination at the cooperative level 
can bring better wages back to farmers and 
active processor-level employee associations 
can enhance worker rights. Thus, this area will 
address key weaknesses in primary coopera-
tives and cooperative union management and 
strengthen the position of factory level asso-
ciations in edible oil processors.
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Intervention Area 1: Enhance 
production to increase farmer 
incomes and product supply
1.a) Pilot training delivery model for seasonal 
migrant workers on small- and medium-scale 
farms: Small and medium-scale sesame farmers 
were reported to lose high amounts of product 
through using unproductive methods and not 
training their migrant workforce on more pro-
ductive methods. This intervention seeks to 
set-up a sustainable skills development model for 
the farmers to train their migrant workers. This 
intervention could run through either oilseed 
processors short of quality supply - such as new 
multi-million dollar entrants Fabela or Richland - 
or through primary cooperatives and cooperative 
unions looking to provide stronger member ser-
vices and sell more product. Here, the interven-
tion could include the following steps:

 � The project understands the key areas where 
migrant labour skills are deficient on small 
and medium-scale sesame farms and then es-
timates the costs that poor methods incur on 
farm productivity.

 � The project works with a technical expert to 
develop short (half-day) sesame skills orienta-
tion for weeding and harvesting to address key 
issues leading to product losses.

 � The project presents a case for migrant labour 
training to primary cooperative/cooperative 
unions and oilseed processors to demon-
strate how training investment can pay off. 
The project then works through the primary 
cooperatives/cooperative unions/processors 
to: 1.) identify active small- and medium-scale 
farmers that might be interested in training 
workers; 2.) train those organisations staff 
who can then train farmers. 

 � Primary cooperatives/cooperative unions/oil-
seed processors train small- and medium-scale 
sesame farmers in farm management, who in 
turn train migrant labourers on weeding and 
harvest management.

 � Small- and medium scale sesame farms 
train migrant workers on an annual basis on 
weeding and harvest to support better farm 
productivity, and better farmer incomes.

1.b) Facilitate access to finance for improved 
production technology: Oilseed farmers have 
been cited as using centuries old technologies to 
farm, which severely limits their productivity. To 
support a movement to more productive technol-
ogies, the project could work with the EPOSPEA, 
Gondor and Humera research companies to iden-
tify the basic farm technologies, their associated 

costs and their potential impacts on productivity. 
This will help identify which machines make busi-
ness sense for which type of farms (dependent on 
farm size and crop). Based on the investment re-
quirement, the project would probe with MFIs and 
capital leasing companies, such as Amhara Credit 
and Saving Institution and Walia Capital Goods 
Financing Company to test financing appetite. 
If financing seems likely, the project could work 
through established cooperative unions/primary 
cooperatives to reach out to member farms that 
have relatively solid financial standing to apply for 
access to finance for machinery. 

As financial institutions lack loanable funds and 
generally avoid concentrating risk in one sector, 
the project may need to try other avenues to 
incentivise financing. In this regard, the project 
could explore the following:

 � Set-up matching revolving funds and other risk 
sharing arrangements to de-risk lending into 
a risky sector. Details of how the collaborative 
financing mechanisms could be implemented 
and phased-out can be discussed and worked 
through with the financial institutions.

 � Provide technical assistance to the financial in-
stitutions to help develop financial products 
tailored to the needs of actors in the oilseeds 
supply chains. 

 � Work with oilseed processors who direct source 
from farms by making the business case for 
processors to provide inputs and machinery 
on credit to farmers, or serve as guarantors to 
loans from financial institutions to the farmers. 
Here, the project could draw on the newly 
enacted contract farming regulation to allay 
fears farmer side selling.

1.c) Advocate for the opening up investment 
lands for animal feed inputs: This intervention 
would involve supporting the Ethiopian Animal 
Feed Industry Association to lobby the govern-
ment to introduce incentives to farming for animal 
feed inputs. As one of the key inputs for animal 
feeds are the by-product from oilseeds, this in-
tervention would also serve to promote oilseed 
production. 

Intervention Area 2: Enhance 
worker wages and working 
conditions to drive farm 
and factory productivity 
2.a) Identify business cases for investment into 
processing labour and support the investment 
into better pay and working conditions. Worker 
wages in agro-processing are very low, and as a 
result, staff leave their positions frequently to 
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processors experience high levels of turnover and 
absenteeism. This incurs a cost in having to con-
stantly find and train new workers. While proces-
sors operate in a difficult business environment, 
labour only accounts for about 10%87 of the total 
processing costs, and investment into pay and 
working conditions could incur a minimal oper-
ating cost increase and actually bring meaningful 
impact to both workers and businesses. Here, the 
project needs to demonstrate that better pay and 
better conditions can actually bring better busi-
ness benefit. To do this, the project could study a 
few factories to assess the effect of labour turn-
over on their business as well as analyse worker 
propensity to leave the job given various incre-
mental increases in wages or changes to working 
conditions. The project would then present back 
the case to the surveyed factories and potentially 
work through EPOSPEA to demonstrate the case 
more broadly.

This intervention could draw on lessons from the 
ILO’s Sustaining Competitive and Responsible 
Enterprises (SCORE) project that works to improve 
human resource management in textiles factories 
in Ethiopia. Work here could also be in conjunction 
with fruit and vegetable processors and could po-
tentially prove as useful evidence to scale-up this 
case to take to other agro-processors starting 
up operations in the AIPs in Bure, Amhara and 
Hawassa, Sidama.

2.b) Work with the CETU, Confederation of 
Ethiopian Employers Federations and Ministry 
of Labour on progressing the adoption of the 
minimum wage. In addition to making the busi-
ness case for better wages, the project should also 
work to support the adoption of the minimum 
wage to ensure that formal workers have an ac-
ceptable salary floor. As a review of the minimum 
wage has already started, the project, along with 
other ILO Ethiopia staff working in the textiles 
sector, could provide light-touch, periphery sup-
port to make sure that the parties involved con-
tinue to meet and address the issue.

2.c) Work with ATA to support to make the busi-
ness case for better migrant labour working 
conditions on sesame farms. Migrant sesame 
workers work and live in very poor conditions 
and as a consequence to farm owners, are highly 
unproductive. The ATA have flagged the man-
agement of migrant farm labour as being one of 
the largest concerns and opportunities in edible 
oils, and thus have worked to embark on creating 

87  As estimated by a processor

a business case for better farm labour manage-
ment. While it is not fully understood ATA’s intent 
or scale of ambition, the project could support ATA 
to help make the technical case for better farm 
management and roll-out and dissemination 
of the case. Perhaps communicating the results 
through the work in interventions 1a and/or 1b.

Intervention Area 3: Strengthen 
Sector Coordination
3.a) Strengthen producer cooperative and 
cooperative union management capacity. 
Primary cooperatives and cooperative unions 
provide a valuable intermediary function to small-
holder farmers: aggregating, marketing and in 
some cases, processing smallholder produce to 
give smallholders more market power, a better 
market price and thus, more earnings. The core 
issue is that management in some organisations 
is relatively weak, lacks decision-making powers 
(due to inflexible board oversight), incentives 
to perform, technical capacity and the voice of 
women. Another issue is that internal and ex-
ternal influences (e.g., from local government 
officials) push management of primary coopera-
tives and cooperative unions to enter particular 
business areas that may not be feasible. Here the 
ILO’s Cooperatives team could assess the organ-
isational health and management constraints at 
several key edible oil cooperative unions and pri-
mary cooperatives as a starting point, identify a 
roadmap toward stronger management perfor-
mance, better organisational health and work in 
key market niches.

3.b) Support the CETU Federation of Food, 
Beverage, Tobacco and Allied Trade Unions to 
introduce and strengthen factory level asso-
ciations within the edible oils: Currently, most 
workers in edible oil processors do not belong 
to an association that links into the larger trade 
union. It is thus difficult for workers to have any 
power or raise issues to improve working condi-
tions. Here, it would be important for the project 
and CETU to understand how associations have 
been set-up in other factories and what character-
istics - such as independence from management 

- promote more engaged associations. Based on 
those lessons, it could embark on initiatives to 
set-up and associations in several factories.
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Conclusion

The project has a considerable opportunity to develop Amhara’s edible oils 
sector in a way that generates more and better jobs for female workers and 
eventually reduces poverty for these individuals and their families. The anal-
ysis in this study provides the project with a starting point to engage with 
and drive change in the sector and identifies eight potential interventions 
to do so. 

These interventions aim to create more effective, less costly production to 
improve the sector’s competitiveness, which will create more opportunity for 
value addition and in turn, jobs for women in processing. In addition to this, 
the project has a considerable opportunity to help processors - particularly 
as they are largely in a nascent stage - to enhance their models through the 
investment in job quality and skills. Concurrent to this, the project should also 
push for worker’s rights and pay increases through work to initiate worker 
associations in processing companies and by supporting the establishment 
of a minimum wage.

Finally, it should be noted that although this analysis is considered compre-
hensive, the project should strive to revisit, update and build upon it as the 
project team gathers more insights in the sector, its constraints and the 
market actors. This will help the project more aptly adapt and deliver in a 
rapidly changing sector.

5
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Annex A: Research Interview List
Semi-structured Interviews
Edible Oil Processor, Addis Ababa
Edible Oil Import-Export Business, Addis Ababa
Cooperative Union, Gonder, Amhara
Cooperative Union, Gonder, Amhara
Edible Oil Processor, Bure, Amhara (Sector selection stages)
Edible Oil Processor, Bure, Amhara (Sector selection stages)
Ministry of Agriculture - Agricultural Investment Directorate, Federal Level
Ministry of Agriculture - Extension Department, Federal Level
Agricultural Works Corporation, Federal Level
Agricultural Transformation Agency, Federal Level - Edible Oil Lead
Bureau of Investment and Industry, Amhara Region
Confederation of Ethiopian Employers Federations 
Amhara Credit & Saving Institution, Amhara Region
Walia Capital Leasing Company, Amhara Region
Environment & Forestry Commission, Federal Level
Development Bank of Ethiopia, SME Financing Division - HQ
Cooperatives Agency, Amhara Region
CETU - Federation of Food, Beverages, Tobacco and Allied Trade Unions 
Irrigation Commission, Federal Level
Bureau of TVET & Enterprise Development, Amhara Region
Ethiopian Pulses, Oilseeds, and Spices Producers & Exporters Association (EPOSPEA) 

Observations
Bure Industrial Park, Bure, Amhara Region
Fabela Edible Oil Company, Bure, Amhara Region 
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