
A Collaborative Research  

Project Funded by: 

 

Implemented by: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Poultry value chains 

 and HPAI in Ethiopia 

 

Gezahegn Ayele 

Karl M. Rich 

 

 

 

 

 

Africa/Indonesia Team Working Paper 25 

October 2010 



 [blank page]



Africa/Indonesia Team Working Paper 

 

 

 i 

Table of contents  

Preface ................................................................................................................................................... iii 

Acronyms ................................................................................................................................................ v 

Executive Summary ................................................................................................................................ vi 

1 Introduction .................................................................................................................................... 1 

1.1 Study motivation and objectives ............................................................................................ 1 

1.2 Methodology and approach ................................................................................................... 1 

1.3 Data and site selection ............................................................................................................ 2 

1.4 Scope and limitations of the study ......................................................................................... 4 

2 Sector-level poultry chains.............................................................................................................. 5 

2.1 Overview ................................................................................................................................. 5 

2.2 Identification of actors ............................................................................................................ 5 

2.3 Identification of product flows ............................................................................................. 10 

2.4 Identification of governance and coordination mechanisms between actors ..................... 13 

2.5 Biosecurity practices ............................................................................................................. 15 

3 Industry-specific poultry chains: Results from the three sites ..................................................... 17 

3.1 Commercial layer and egg value chain ................................................................................. 17 

3.2 Commercial broiler value chain ............................................................................................ 25 

3.3 Backyard poultry ................................................................................................................... 29 

4 Impacts of HPAI on poultry value chains and actors .................................................................... 33 

5 Policy implications and conclusions .............................................................................................. 36 

References ............................................................................................................................................ 39 

 

 

 

 

 



Pro-Poor HPAI Risk Reduction 

 

 

 ii 

 

List of Tables 

1.1. Sampling for data collection ............................................................................................................ 3 

3.1. Distribution of value added in the commercial spent layer value chain ....................................... 23 

3.2. Distribution of value added in the commercial egg value chain ................................................... 23 

3.3. Distribution of value added in the broiler value chain, ETB per bird............................................. 28 

 

List of Figures 

1.1. Map of study sites for the value chain analysis in Ethiopia ............................................................. 3 

2.1. Value chain mapping for the poultry sector .................................................................................... 6 

2.2. Poultry sector value chain analysis, flows and linkages ................................................................. 11 

2.3. Seasonality of prices for live chickens, 2008/09 ............................................................................ 12 

3.1. Value chain for commercial layer and egg products in Ethiopia ................................................... 22 

3.2 Seasonality of table egg prices, 2006/2007 .................................................................................... 23 

3.3. Value chain for commercial broilers in Ethiopia ............................................................................ 28 

3.4. Value chain for backyard poultry production in Ethiopia .............................................................. 31 

 

  

file:///D:\Documents%20and%20Settings\tlore\My%20Documents\WORK%20REQUESTS%20-%20CURRENT\RANDOLPH\Ethiopia%20Value%20Chain%20final%20March2011-checkedd.docx%23_Toc288203790
file:///D:\Documents%20and%20Settings\tlore\My%20Documents\WORK%20REQUESTS%20-%20CURRENT\RANDOLPH\Ethiopia%20Value%20Chain%20final%20March2011-checkedd.docx%23_Toc288203792
file:///D:\Documents%20and%20Settings\tlore\My%20Documents\WORK%20REQUESTS%20-%20CURRENT\RANDOLPH\Ethiopia%20Value%20Chain%20final%20March2011-checkedd.docx%23_Toc288203794
file:///D:\Documents%20and%20Settings\tlore\My%20Documents\WORK%20REQUESTS%20-%20CURRENT\RANDOLPH\Ethiopia%20Value%20Chain%20final%20March2011-checkedd.docx%23_Toc288203797


Africa/Indonesia Team Working Paper 

 

 

 iii 

Preface 

Since its re-emergence, highly pathogenic avian influenza (HPAI) H5N1 has attracted considerable 

public and media attention because the viruses involved have been shown to be capable of 

producing fatal disease in humans. While there is fear that the virus may mutate into a strain 

capable of sustained human-to-human transmission, the greatest impact to date has been on the 

highly diverse poultry industries in affected countries. In response to this, HPAI control measures 

have so far focused on implementing prevention and eradication measures in poultry populations, 

with more than 175 million birds culled in Southeast Asia alone. 

Until now, significantly less emphasis has been placed on assessing the efficacy of risk reduction 

measures, including their effects on the livelihoods of smallholder farmers and their families. In 

order to improve local and global capacity for evidence-based decision-making on the control of 

HPAI (and other diseases with epidemic potential), which inevitably has major social and economic 

impacts, the UK Department for International Development (DFID) agreed to fund a collaborative, 

multidisciplinary HPAI research project for Southeast Asia and Africa. 

The specific purpose of the project is to aid decision-makers in developing evidence-based, pro-poor 

HPAI control measures at national and international levels. These control measures should not only 

be cost-effective and efficient in reducing disease risk, but also protect and enhance livelihoods, 

particularly those of smallholder producers in developing countries, who are and will remain the 

majority of livestock producers in these countries for some time to come. 
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Executive Summary 

The Ethiopian poultry sector is almost exclusively dominated by backyard and small-scale production 

using limited to no inputs in production and which is targeted for either self-consumption or the 

market. Unlike other parts of the world, there are relatively few intermediaries operating between 

producers and consumers in the Ethiopian poultry sector. However, because of increased urban 

development, there are newly emerging private farms responding to growing consumer demand. 

Indeed, rising demand for meat products has led to inflationary pressures on prices, with poultry 

prices increasing fivefold in nominal terms over the past decade. Nonetheless, while growing, broiler 

meat production remains fairly low, with most consumers favoring traditional forms of poultry over 

processed products.    

At the same time, the economic effects of poultry diseases, such as highly pathogenic avian influenza 

(HPAI), could have markedly different impacts if we contrast commercialized settings with informal 

ones, given the differences in the behavior and incentives of actors that could modulate the risk of 

disease spread. In order to characterize the potential impacts of HPAI, we employed a value chain 

approach to map the various actors, identify flows of goods and services, and highlight linkages 

among actors, including governance and coordination components of the value chain. Particular 

attention is paid to the changes that occurred within the poultry sector after the HPAI scare in 

Ethiopia (the result of a false alarm) that affected the competitiveness of poultry production and 

sales along market channels to the final point of consumption. The analysis focused on three sites in 

Ethiopia: Modjo, Debre Zeit, and Addis Ababa which lie along major production and consumption 

gradients that link southern and eastern parts of the country to the capital, Addis Ababa. The study 

was conducted using focus group discussions (FGD) and key informant discussions in each site. 

Value chains for the traditional poultry sector are not that complex. Only a few intermediaries such 

as collectors liaise between producers and consumers. Traders are sometimes important for small-

scale backyard farmers, but their influence is often seasonal or indirectly mediated in spot markets. 

In addition, we observe that in the majority of cases, farmers themselves play the function of 

processors, transporters, and sellers of their products, directly interacting with consumers either in 

the village market or live-bird markets. Traders and collectors could be potential threats for HPAI 

and other disease spread when they assemble chickens from unknown sources. When we look at the 

modern commercial sector, we find a larger diversity of actors, including input providers or service 

providers, producers, traders, processors, feed millers, and exporters, though some large firms such 

as ELFORA are vertically integrated in input production, processing, and retail themselves. 

Seasonality greatly impacts price movements in the poultry sector, with the highest prices found 

during religious holidays, and lowest prices often coinciding with regular outbreaks of Newcastle 

Disease that occur in the late Spring (April-June). Actions by large producers such as ELFORA play a 

large role in setting market prices, particularly for commercial products such as broilers. The fact 

that the HPAI scare in 2006 took place in February likely mitigated its impact somewhat, although it 

would have influenced prices and the availability of birds in the run-up to the Easter holiday. 

There are no specific governance structures established for domestic production and marketing. 

Interactions are largely ad hoc, with limited to no coordination between different parties in the 
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value chain. Furthermore, no public institutions are involved in import, export, production, 

marketing and processing, or in biosecurity, particularly for small-scale producers. There are some 

associations established by poultry producers and marketing agents. However, their role is mainly as 

a professional association and is not concerned with matters of public policy. Moreover, influential 

players such as large commercial farmers are not part of the association. This may be due to the 

various vested interests that often conflict with market power in the market. This further limits the 

ability of associations to be leveraged as an actor in the value chain to manage HPAI risk. 

Some regulations are in place for import of inputs (e.g. day-old chicks, veterinary medicine), foreign 

exchange permits, and incentives for export products. Regarding biosafety measures, we find limited 

incentives and control along the value chain across the entire industry. Safety measures that are 

employed wholly depend on the preferences of each firm which may result in variable risks across 

the sector. Biosecurity measures are particularly absent among small-scale producers, who produce 

the majority of poultry and poultry products.  

A potential biosecurity risk in Ethiopia is the presence of toll millers who informally sell mixed feed 

to producers. These toll millers are characterized by three basic problems: first, they are neither 

formally licensed nor registered for value-added taxes (VAT). Their lower cost structure (important 

given rising feed prices in Ethiopia) means they might be able to lower the selling price of their 

products, making their products more attractive to cost-sensitive buyers such as those in the 

informal sector. Second, they may not have the competence to mix quality feed or formulate the 

appropriate ration from a given set of raw materials. Third, and most importantly from the 

standpoint of HPAI, the largely ad hoc nature of the toll millers’ production and sourcing practices 

makes them more susceptible to the spread of poultry diseases through contaminated feed. Such 

feed producers are not knowledgeable on how to manage such risks and are difficult to monitor and 

track. Although toll millers are estimated to contribute only around 10% of the total market volume, 

they would be potential threats of disease spread in the country.  

The greatest impacts of the 2006 HPAI “false alarm” were felt by medium-to-large-scale commercial 

farms. One interviewed farm at Debre Zeit revealed that due to the false alarm of avian flu, the farm 

culled about 50,000 birds. This, combined with lower consumer demand, imposed heavy financial 

losses of about 2.5 million ETB1, or close to 200,000 USD, on this farm. In addition to the direct 

income lost by poultry farms, a number of workers were laid off work, including those in the service 

sector. One commercial farm that had operated at a scale of 15,000-20,000 chickens with about 20 

employees before the scare went out of business and its workers became unemployed. One of the 

FGD reported that some households lost income valued at 800-1000 Birr immediately. At the same 

time, FGD revealed that poultry is not a main source of livelihoods in rural areas, ranking in 3rd or 4th 

place in terms of its contribution relative to other livelihood activities. Even so, backyard poultry can 

contribute as much as 20-25% to household incomes, so its livelihood impacts are not trivial. 

Nonetheless, with the exception of commercial farms, small-scale poultry is not a sole source of 

                                                           

1
 The Ethiopian Birr (ETB) was exchanging at approximately 12 ETB  /1 US Dollar (USD) in 2006. 
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livelihoods to the majority of the Ethiopian population, and so its overall impact of livelihoods was 

likely more muted in the medium-run. 

While the government was engaged actively in high-level contingency planning in response to the 

outbreak, no incentives or compensation were given to producers who culled all of their chickens 

during the false alarm. Moreover, almost no efforts were made by private associations to influence 

government policy or suggest any measures to respond to HPAI. Although there were some efforts 

made with donor support to mitigate risks in case an outbreak occurs, major information gaps 

remain in terms of monitoring practices and raising public awareness about contingency measures. 

Civil society organizations such as the Ethiopian Veterinary and Animal Production Societies are 

using their annual conferences to push for appropriate policy measures for HPAI, but on-the-ground 

efforts remain limited. 
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1 Introduction  

1.1   Study motivation and objectives  

This study focuses on characterizing the structure of the value chain for the poultry sector in 

Ethiopia, including the relative importance of specific flows/linkages between actors and insights on 

potential risk pathways for highly pathogenic avian influenza (HPAI) in the value chain. Particular 

attention is paid to the impacts and changes that occurred within the poultry sector after the 2006 

HPAI scare in Ethiopia (which was a false alarm) that affected the competitiveness of poultry 

production and sales. 

When we closely examine the poultry sector of Ethiopia, we generally observe a very simple value 

chain between producers and consumers. Unlike other parts of the world, major actors between 

producers and consumers in Ethiopia are nearly absent or limited to simple and informal linkages. 

Indeed, the sub-sector is dominated by backyard and small-scale production (over 90% of 

production) using limited to no inputs in production and which is targeted for either self-

consumption or market sale. However, due to increased urban development, there are newly 

emerging private farms producing higher-value products that are responding to growing consumer 

demand. These interactions between the traditional and emerging commercial sectors will have 

important implications not only on the evolution of the poultry sector, but also on the impacts 

animal disease incursions may have on it. 

1.2   Methodology and approach 

In order to capture and characterize the multitude of potential impacts of HPAI on the poultry 

sector, we employed a value chain approach that maps the various actors, identifies the flows of 

goods and services, and elaborates the linkages among actors, including governance and 

coordination aspects of the value chain. 

The concept of the value chain is derived from Porter (1980) in the analysis of competitive 

advantage for industrial firms. According to Porter, a value chain maps the value-adding activities of 

firms based on their cost structure and highlights potential areas of competitive advantage. Value 

chain analysis (VCA) has become a commonly used tool in the development literature since the late 

1990s to highlight the linkages and institutional arrangements embedded in various commodity 

sectors as they face the process of globalization (Kaplinsky and Morris 2001). However, more 

recently, the concept has been applied in the context of animal diseases to identify the various 

actors potentially involved in disease spread and the various impacts associated with disease 

(Kobayashi 2006). Since animal disease outbreaks take place in a systems context, with the risk and 

spread of disease contingent on measures taken throughout the chain, it is important to place these 

impacts in their appropriate value chain setting. 

Overall, there are four important analytical components of value chains to be understood in a value 

chain study (Kaplinsky and Morris 2001). First, the analysis involves an assessment of the 

organization of the value chain in terms of the different actors and linkages between actors within 

the chain. Second, VCA highlights the distribution of profits within the chain associated with differing 
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levels of factor productivity and barriers to entry, and which is dynamic. Third, VCA pays close 

attention to the concept of ‘governance’, establishing which actors drive and coordinate chain 

activities and how transactions are facilitated. Finally, VCA addresses issues of upgrading and 

innovation, measuring the evolutionary process behind how chains adapt and change in response to 

various shocks. 

For the purpose of mapping the value chain, we used the Deutsche Gesellschaft für Technische 

Zusammenarbeit GmbH (GTZ) ValueLinks approach which extends standard VCA to highlight both 

macro/meso/micro-level actors and supporting actors in the chain (GTZ 2004). However, since the 

poultry sub-sector in its entirety is very fragmented, we may not have a very complex flow of 

products and information associated with the majority of actors in the value chain. Indeed, for most 

actors in the rural backyard system, we find very simple one-step value chains from production to 

consumption. 

1.3   Data and site selection  

Three sites were chosen for the VCA: Modjo, Debre Zeit, and Addis Ababa. These sites are found 

along major production and consumption gradients that link southern and eastern parts of the 

country to the capital, Addis Ababa (Figure 1.1). The selection criteria for the study areas were based 

on repeated consultation with experts, transport costs and accessibility to major markets, 

importance of poultry for farm households, degree of commercialization and HPAI risk.2  Previous 

studies of poultry marketing indicated that poultry production and marketing are concentrated 

along the Rift Valley routes to Addis Ababa due to quality road infrastructure and market 

connectivity (Kenea 2006).  

One of the selected sites, located 47 kilometers from the capital city, is Debre Zeit (Adaa District), 

popularly known as the ‘poultry village’ of the country. There are many commercial and small-scale 

farms in this area, which usually are potential sources of poultry farm inputs (fertile eggs, day-old 

chicks [DOC], pullets, poultry feed, etc.) serving farms in other parts of the country. Our second site, 

Modjo (Lume District), is located close to Debre Zeit, connects the nearby town of Nazereth (Adama 

District) and serves as a strategic center for newly emerging poultry farms. Our third site, Addis 

Ababa, befitting its role as the capital city of the country, acts both as a terminal and radial market, 

connecting producers and major consumers for diverse poultry end-products.  

                                                           

2
 Consultations with a risk analyst and Dr. Amsalu (Head of the Veterinary Department) confirmed that the Rift Valley areas 

selected for the study are generally considered to be more at risk for HPAI outbreaks. Furthermore, it was indicated in the 

campanion background paper (Alemu et al. 2008) that HPAI risks are highest along the Rift Valley routes due to the 

presence of migratory birds coming from Asia. 
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After selecting the three sites (referred to as weredas/districts), we conducted the fieldwork in each 

site by interviewing commercial and small-scale producers of layers and broilers, millers, hatchery 

breeders, transporters, traders and slaughterers/processors. The study was conducted using focus 

group discussions (FGD) and key informant interviews implemented with the help of 4 enumerators 

and 4 technical assistants over 20 days (Table 1.1). Sample selection was not random as our focus 

was on a qualitative rather than quantitative statistical analysis. 

 

Table 1.1. Sampling for data collection 

Site 

Actor Group 

Processors Millers Broiler farmer Layer farmer Traders 

Backyard 

poultry 

Addis 

Ababa 

Not allowed 

to process in 

Addis 

2 millers  No broiler farm 1 key informant 

producer 

1 FGD 

 2 FGD 

1 producer 

Debre 

Zeit  

2 commercial 

farms 

  

1  miller   2 commercial 

farms 

 

1 key informant 

1 producer 

2 FGD 

1 trader   

FGD 

2 FGD 

1 producer 

Modjo  1 private farm 1  miller  na Small-scale 

FGD 

-  

Note: FGD generally comprised 8-10 participants drawn from a mix of various categories such as women and 

men as well as from youth groups. 

 

Figure 1.1. Map of study sites for the value chain analysis in Ethiopia 
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Training was conducted for two consecutive days with the four enumerators:3 They worked as two 

teams, pairing the two experienced M.Sc-level holders with the other two less experienced diploma-

level enumerators. All came from a research background, facilitating communication and 

management of the fieldwork. For the training, a manual was prepared by the principal consultant 

from ILRI and a questionnaire prepared. The training consisted of practical exercises to simulate 

farm conditions with mock interviews carried out between enumerators to make sure that the 

questionnaire was properly understood by the enumerators before implementation. The semi-

structured questionnaire or checklist was translated into Amharic (local language) and was 

administered using the local language. Mapping exercises were conducted on the major value chains 

to simulate field conditions and refinements were then made before launching the study. Some of 

the enumerators had been working directly with the poultry sector and this experience helped them 

to more easily identify some of the problems and adjust the checklist to local conditions accordingly.  

Maps and flow charts were drawn and discussed by the two enumerator teams to characterize the 

sector-level poultry chain as a prelude to the field-level data collection with focus groups and key 

informants. The mapping exercise was thoroughly discussed with the enumerators during training 

and adapted to the Ethiopian context.   

1.4   Scope and limitations of the study 

The study was limited to the three sites based on cost and time constraints for the study. It was 

further meant to establish how the marketing chain functions and to understand the disease risks at 

each stage of the value chain. The availability of some of the stakeholders and their willingness to 

respond was often a serious constraint. Many of the participants in the FGD had been affected by 

the HPAI ‘false alarm’, having had their flocks and market shares reduced, and as a result, they were 

wary of cooperating with the study. In some cases, it was necessary to make repeated appointments 

and visits. Collecting information on cost of production and inputs from producers is always difficult 

due to concerns about exposing such information to the government or other competitors, and the 

HPAI incident appeared to have increased their reluctance. Limited resources ruled out extending 

study coverage to other more remote areas, including to distant areas of the Rift Valley in the south, 

such as Meki or Zeway, which might have excluded additional information on assemblers and 

collectors relevant to the sampling strategy. 

                                                           

3
 The selection of enumerators was based on their educational background, familiarity with the poultry sector, and 

knowledge of local conditions including local languages for communicating during the FGD.  
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2 Sector-level poultry chains 

2.1   Overview  

Generally, the poultry sector can be classified as one having both low levels of production and 

productivity. Production is dominated by backyard producers and characterized by small flock sizes 

with limited input use, low output, and periodic devastation of flocks by disease. Poultry are owned 

and managed at household level and are maintained under a scavenging system with little or no 

inputs used for housing, feeding or health care. There are various reasons why poultry are kept at 

household level, ranging from socio-cultural to economic uses. Traditional farm households 

sometimes keep poultry for cultural and religious purposes related to the color of a chicken and the 

season. Some households keep poultry for meeting immediate cash needs, while others hold them 

for meeting social obligations such as gifts during weddings. Typical household flocks are often small 

in size with an average of 7-10 mature birds per household, and consisting of 2-4 adult hens, a male 

bird, and a number of growers of various ages (Gezahegn et al. 2006).  

Market-oriented production and marketing of poultry is largely absent except by the recent 

appearance of private commercial farms established over the past 5-10 years in response to the 

growing demand for poultry products in urban Ethiopia, especially Addis Ababa. This emergent 

subsector also influences the livelihoods of the poor who work on these farms and as traders in the 

poultry supply chain. When the HPAI false alarm occurred in 2006, these large-scale farms were 

more directly affected by virtue of being idled, with a number going out of business as a result. This 

situation not only affected the owner-operators and their workers, but also those farmers who were 

depending on inputs from these commercial farms and service providers engaged in the processing 

and marketing of products.  

2.2   Identification of actors 

Identifying major actors in the sector is not difficult. Few actors mediate trade between producers 

and consumers in the traditional poultry sector. Traditional poultry producers in the backyard 

system take on the various functions of other stakeholders in the chain, such as distribution and 

marketing. The value chain is often very short, mainly through a direct interaction of producers and 

final consumers in live-bird markets, which is described as a simple ‘chain’. An important feature of 

the poultry marketing system in the traditional system is that traded volumes tend to be small, 

averaging 10-50 chickens for a given transaction (Kenea et al. 2003).  

However, when we look at the modern commercial sector, we observe an array of small- and large-

scale commercial poultry producers, formal and informal traders, processors, feed millers and 

exporters as well as the public as consumers. We rarely find independent transporters in the 

commercial poultry value chain as producers themselves are more often simultaneously operating 

their own transport services, including packaging and distribution (see Figure 2.1).  
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Figure 2.1. Value chain mapping for the poultry sector 

The flows of goods and services shown in Figure 2.1 include the inputs to support modern poultry 

farms (and, to a lesser extent, small-scale producers) and the various products and by-products 

produced by the sector. The value chain map in Figure 2.1 is a generic mapping of the poultry sector 

at macro, meso and micro levels. At a macro level, the actors are limited since major players are 

predominately in the public sector, mainly from the Federal Ministry of Agriculture, regional 

governments and extension service providers. Their main activity is limited to regulatory aspects of 

the poultry sector. At the meso level, we find a larger number of supporting actors to the sector 

including Regional Bureaux of Agriculture, non-government organizations (NGO), cooperative 

agencies, research institutes and universities, community-based organizations (CBO) and medium- 

and small-scale enterprise development agencies. Their roles are limited mainly to the provision of 

extension services including advisory services. Some NGO are instrumental in the provision of 

extension advisory services as well as input distribution to rural poor communities. Micro-level 

players are the standard actors participating directly in transactions within the chain itself. The 

national-level chain involves many players such as producers, input providers, traders, processors 

and final consumers as described in the following sections.  

We first describe several key support actors in the sector before examining the individual poultry 

value chains in Chapter 3. 

Hatcheries 

A key informant interview was held on a hatchery farm located in Addis Ababa with a livestock 

sector coordinator from the Addis Ababa Bureau of Agriculture. This farm is the only hatchery farm 

located within Addis Ababa. It is a government-owned hatchery, operating in the section of the city 

zoned for urban agriculture. While similar governmental hatcheries exist and operate in different 

parts of the country (for example, large hatcheries such as Kombolcha in the North and Bedelle in 

the West), most private hatcheries are concentrated in Debre Zeit. The main objective of 
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government hatcheries is to assist small-scale producers and solve production-related constraints by 

providing both technical advice and material inputs at low prices.  

The main outputs of the hatchery farms such as those located in Addis Ababa and the Debre Zeit 

area are fertile eggs, DOC, pullets (3-month old) and occasionally table eggs. Output of each product 

is limited in volume due to the small number of hatcheries in the sector. Since some inputs must be 

imported, foreign exchange becomes a limiting factor. After satisfying their own needs, the few 

existing hatchery farms also supply small-scale producers who are dependent on their output. 

Hatcheries source some of their DOC from Holland with foreign exchange permits issued by the 

National Bank of Ethiopia. Quarantine procedures are not rigorous and do not guarantee the 

biosecurity status of imported chickens. It is estimated that close to one million DOC are imported 

into the country annually, of which 650,000 are used by commercial farms. The remaining imported 

DOC are distributed to small-scale farms, but only after hatchery needs are met. 

In government-owned hatcheries, prices are often set administratively as the objective of such farms 

is to provide assistance to small-scale producers through subsidized products. A quota system has 

been established depending on the supply and demand situation. The quota usually ranges between 

10-100 pullets or DOC per individual. Subsidized prices are about 25% lower than the market price; 

for instance, pullets sold by government hatcheries cost 45 ETB compared to the market price of 60 

ETB, while subsidized table eggs are sold at 1.10 ETB compared to the market price of 1.70 ETB. 

There is no difference in quality between private and public farms. If larger volumes are required 

over the specific individual quota, a support letter is required from credible institutions such as 

microfinance agencies. NGO are also important customers and they often buy and disseminate 

improved pullets to rural households. However, as with individual farmers, they can obtain and 

disseminate only a limited quota of pullets. Government hatcheries have other non-poultry 

activities, including other extension services and the production of horticultural crops and dairy 

products; such activities account for only about 10% of all activities of the farm.  

Feed Millers 

Inputs for processed poultry feed include cereal grains, cereal grain by-products and oilseed cakes. 

These ingredients are mixed and processed by the few existing modern feed millers, plus the 

commercial poultry farms that prepare their own feeds. Most available feed formulations do not 

have balanced mixes of vitamins and minerals and so have variable nutritional value; there is no 

regular quality control for marketed feed. The lack of feed quality legislation and laboratory facilities 

for chemical analysis also contributes to the poor quality of processed feeds.  

We interviewed the feed millers present in each of our three study areas. In Debre Zeit, only a few 

feed millers are in operation and generally do not supply enough feed to meet market demand. This 

is due in large part to the lack of quality ingredients. Major commercial feed operators are large 

poultry farms such as ELFORA, Genesis Farms Ethiopia and Alema Farms. These actors dominate the 

market and make it difficult for smaller millers to obtain feed ingredients. Smaller millers and toll 

millers operate in parallel to the modern farms and are predominantly concentated in Debre Zeit. 

One of the Debre Zeit feed millers interviewed is G.G.K. Dairy, whose primary purpose is to process 

feed and satisfy the huge market demands of small-scale producers. This company started its 
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operation by purchasing raw materials from the three large commercial millers.4 At its current 

capacity, the farm usually produces 30-60 quintals per day from available ingredients, and has a 

monthly turnover of 900-1,800 quintals. However, this can satisfy only about 5-10% of the demand 

in the local market.  

Toll millers prepare small quantities of poultry feed at home level, but the quality of feed can be 

variable given their lack of both materials and technical competence. Moreover, they could be 

potential threats for spreading poultry disease as they are often unaware of the quality and sources 

of materials used, and re-use and redistribute bags that could be infected from other farms.  

Prices of raw materials vary according to source of supply by region and season. The absence of bulk 

deliveries and storage facilities increases feed costs. Prices of mixed feed remain rather high (400 

ETB/100 kg) even at those times when the price of the major component of mixed rations (e.g. corn) 

falls by more than 50%. The miller interviewed in Debre Zeit sells a quintal of layer feed at 400-450 

ETB. Prices are set according to the decisions of the leading commercial farms mentioned earlier, so 

input dealers and big farms are the most influential actors in setting feed prices.  

In Modjo, there is only one feed mill in operation (Modjo Feed Company). This mill processes feeds 

for poultry, sheep, goats and dairy, and processes feed for different age categories. It uses maize as 

the primary energy source, bone and meat meal as the main protein source, as well as vitamins and 

minerals. The maximum production capacity of the company was about 4 quintals/hr, or 30-60 

quintals per day. On average, it sells about 300 quintals of feed per week. Most sales are purchased 

by governmental agencies and NGO. The price of feed depends on many factors, particularly the 

price of raw ingredients, with current prices about 400-450 ETB/quintal.  

The bulk of the feed industry is based around Addis Ababa. Feed millers there were generally not 

willing to provide information as they consider it confidential. However, Akaki Feed Processing 

Industry, one of the leading independent feed mills in Addis Ababa, accepted to be interviewed. It 

was established 40 years ago and is among the leading livestock feed millers in the country. The 

company was managed as a government institution for many years, but had been privatized a few 

years previously. Before being privatized, it only focused on feed for large livestock. After 

privatization, the company diversified its product line, modernized and began to mix feed for poultry 

and other livestock, e.g. small rumnants. The owners of the firm are knowledgeable diaspora 

entreprenuers. The company doubled its production capacity after privatization, and currently 

produces about 30,000 tons of feed per year. Despite soaring prices of raw materials, this company 

kept its selling prices constant for the past two years due to its commitment to customer 

satisfaction.5 Other feed millers which used to be competitors with this company included Kality 

Feed Processing Industry, which after privatization shifted into processing human dietary products. 

                                                           

4
 The three commercial farms prepare and process feed for their own consumption. They also sell to outsiders any extra 

feed left from their own consumption. The volume of feed produced was not revealed. 

5
 It is considered as a business strategy for the firm to maintain a strong customer base for the sustainability of business, 

instead of reaping quick benefits. 



Africa/Indonesia Team Working Paper 

 

 

 9 

There are also other competing government-owned feed processing industries, including Asayita, 

Ardaeta, Kombolcha, etc., that are located in other parts of the country.  

Akaki distributes its products all over the country. However, the majority of customers are from two 

regions (Oromia and South Nations, Nationalities & Peoples) given their proximity and location near 

the main concentration of commercial poultry farms. As far as the delivery system is concerned, the 

firm owns a store at Mesalemia in central Addis Ababa where stock is delivered to customers. 

Customers are responsible for arranging their own transport to bring feed back to their farms. 

In Addis, as in Debre Zeit, there are a number of toll millers present. Toll millers are perceived as 

responsible for three basic problems in the industry. First, they are not formally registered which 

allows them to avoid taxes and process materials at a lower cost, potentially undercutting formally 

registered companies. Second, they may not have the competence to mix quality feed, in terms of 

formulating the appropriate ration based on available raw materials.6 Third, and most importantly, 

toll millers often engage in production practices that are very risky in terms of spreading poultry 

diseases, including the re-use of bags and a lack of knowledge of where ingredients are sourced. Toll 

millers are estimated to represent about 10% of the total market for feed, yet could be important 

potential vectors of disease spread in the country.  

Processors  

Processed poultry products are relatively rare due to limited demand reflecting traditional and 

cultural taboos. However, big commercial farms (Alema and ELFORA) act both as producers of 

poultry and processors. Their demand base is mainly in urban areas like Addis Ababa, though limited 

demand for processed broiler meat implies that only about 5% of total poultry production is formally 

processed for sale. Large commercial farms in Debre Zeit and Modjo often own their own 

supermarkets to sell their products and most of the time exclude traders from the chain. Traders are 

mainly involved in the collection of small amounts of products from backyard and small-scale 

producers in rural and peri-urban settings. 

The FGD and key informant interviews in Modjo indicated the main sources of inputs for processing 

to be commercial farms located in Debre Zeit, Akaki and Kaliti, and also some small amounts from 

West Shawa and Holota, north of Addis Ababa. By-products from poultry production (e.g. litter used 

for manure) are used for growing horticultural products or can be sold as dairy feed, while waste 

from processed poultry are disposed at more distant locations.  

Traders  

Traders are involved in rearing poultry as well as collecting eggs and broiler birds from nearby 

producers. They use various means of transport and use cages for transporting pullets, layers and 

broilers. Some use animal transport to deliver birds if the volumes supplied to the market are small 

                                                           

6
 There is a perception among stakeholders that toll millers adulterate licensed products with local materials, allowing 

them to sell such products on the local market cheaper than standard quality products. 
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in quantity, while larger traders use specialized transporters. For eggs, traders use packaging 

materials like baskets made of bamboo and other types of straw. 

Traders and collectors are generally less important to the commercial sector compared to small-

scale and backyard farms. For specific seasonal markets, particularly during holidays, more than 50% 

of marketed eggs and 70% of marketed chicken is handled through traders from small backyard 

production systems. Traders may pose a risk for the spread of disease as they generally collect 

poultry and products from a number of sources, bulking them with limited attention paid to 

traceability or biosecurity measures.  

2.3  Identification of product flows  

Central Statistical Agency (CSA) (2003) estimated that there are about 42 million chickens in the 

country. About 90% of poultry is derived from the backyard sector, which supplies around 38 million 

chickens per year. The remainder comes from the commercial sector and the emerging small-scale 

intensive farming system that operates in urban and peri-urban settings. About 20 commercial farms 

(holding from 10,000 to 50,000 birds each) operate in the modern poultry sector within the country, 

while close to 7 million farm households are engaged in backyard poultry production. ELFORA 

annually supplies around 420,000 chickens to the markets in Addis Ababa from its various farms 

located in the country. Other commercial farms around Addis Ababa have a combined capacity of 

30,500 layers and 208,000 broilers per annum, with nearly 50% of those broilers supplied by Alema 

farm. 

There are only two commercial farms that serve as input providers by importing and distributing 

inputs to other local commercial farms. Important imported inputs include parent stock and DOC, 

the latter of which are mainly imported from the Netherlands (roughly 1 million DOC per year). 

Small-scale farmers obtain inputs either from local commercial farms in Debre Zeit and Addis Ababa 

or from government-owned regional poultry multiplication centers (8 multiplication farms). For 

instance, the current capacity of the Kombolisha centre—one of the largest centers—is about 70,000 

pullets/cockerels, 175,000-345,000 DOC, 270,000 hatching eggs, and 1,200 tonnes of formulated 

poultry feed per year (Amsalu 2003). Inputs in the form of feed, vaccines, or veterinary services are 

obtained from either commercial farms or government-owned enterprises. Two commercial farms 

were identified that supply feed to over 50 small-scale producers after satisfying their own 

requirements. They also supply veterinary drugs but this is highly unreliable as their primary 

objective is to satisfy their own demand.  

Figure 2.2 maps the national value chain for poultry products, distinguishing flows of the aggregate 

value of products between the backyard and commercial sectors. Breeders provide domestically-

produced or imported DOC directly to large-scale commercial operators, small-scale farms, or 

government multiplication centers. The latter are the primary interface for small farmers to obtain 

improved chickens. The total aggregate volume of production and sales flows from the commercial 

sector is estimated at 45,000 DOC, 38 million table eggs, 920,000 broilers, and 340,000 pullets. 

About 60% of these products is directly sold to consumers or restaurants and hotels, mostly in Addis 

Ababa, and traders, and 20% to small-scale farmers. A small portion of production (2-5%) from 

commercial farms, such as ELFORA and Modjo, is exported to neighboring countries. The market size 
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for eggs is relatively large compared to broiler meat since religious and cultural factors do not limit 

the market size as they do for broiler meat. Modern poultry production and processing has both 

forward and backward linkages and generates employment for other sectors in the industry. 

Commercial farms such as ELFORA are integrated in the production of poultry and feed, and also 

maintain their own processing units and sales and distribution channels including supermarkets, thus 

avoiding sales to third-party slaughterhouses and processors.  

Small-scale farms supply about 60% of their production direct to consumers and another 30% to live-

bird markets where biosecurity measures are nearly non-existent. It is in the live-bird market that 

many stakeholders, mainly traders and farmers, interact and transact in live poultry. Live-bird 

markets are dominated by supplies from backyard producers, who supply 60% of their production 

(nearly 23 million birds) to such markets and another 30% (11.4 million birds) directly to consumers. 

Collectors play a relatively small role in the chain, serving as an intermediary between farmers and 

traders. Collectors obtain about 10% of backyard producers’ production, of which half goes to 

traders, and the other half either directly to consumers or to processors. Traders are likewise a 

relatively small player in the poultry value chain. Only 12% of sales from live-bird markets are 

wholesaled via traders. More than 90% of traders are concentrated around the central markets in 

major urban cities. Slaughterhouses and processors also have a limited role in the poultry chain: 

large commercial farms tend to be vertically integrated and maintain their own processing facilities. 

The majority of birds (85%) that are handled by slaughterhouses and processors are sold to 

supermakets, restaurants and hotels.   

 

Figure 2.2. Poultry sector value chain analysis, flows and linkages (indicating percentage allocation 

of aggregate value from each node) 
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The interaction of the backyard sector with feed millers is very limited as they often use a free-range 

scavenging system for chicken production. It is estimated that close to 90,000 tons of concentrated 

poultry feed is produced by commercial millers; this excludes production from toll millers. Over 95% 

of the feed produced is supplied to either small- or large-scale commercial producers. Large-scale 

commercial producers often prepare their own feed for self-consumption and they also sometimes 

supply a small portion to small-scale farms after meeting their own demand. The linkages among the 

actors in the feed sector are not sufficiently strong to influence each other and are typically 

uncoordinated and sporadic.  

Seasonality is an important feature of the poultry sector in Ethiopia and is associated with significant 

fluctuations in prices (Figure 2.3). Seasonality plays a major role in defining supply and demand 

patterns. During the major fasting season of the Ethiopian Orthodox religion—which lasts two 

months—the local market cannot absorb all marketed poultry products. On the contrary, during 

major seasonal festivals such as New Year’s, Easter and Meskel, market demand is much higher than 

supply. This seasonal variability in demand translates into seasonal fluctuations in poultry prices in 

the market. The lowest price (about 25 ETB7/bird) is often observed in July and is also related to the 

incidence of poultry disease as farmers attempt to minimize the risk of losses to disease by selling 

birds en masse. The highest price level (about 100 ETB/bird) is typically recorded in mid-September 

and corresponds to New Year’s festivals.  

 

Figure 2.3. Seasonality of prices for live chickens, 2008/09 (Source: Debre Zeit Agriculture Research Center 

[DZARC] 2009) 

 

Newcastle Disease influences price movements in Ethiopia as farmers sell their flocks to avoid major 

losses when they expect the disease to occur. This mostly happens between April and June during 

                                                           

7
The Ethiopian Birr (ETB) was exchanging at approximately 8.7/1 US Dollar (USD) in 2006. In October 2010, it was 

exchanging at 16.5 ETB/1 USD. 
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the onset of the main rainy season, coinciding also with farmer distress sales of poultry during the 

‘hunger period’ as food stocks are being exhausted before the next harvest becomes available. 

Newcastle Disease tends to be severe during this period due to the large movement of birds for 

Easter facilitating the spread of the disease. The combination of these effects contributes to a large 

number of poultry on the market and a sharp decline in price towards June. Prices are generally 

lowest in July, sometimes reaching more than 50% below normal season prices, and then increase 

slightly towards end of August to reach the peak season and highest prices in September when the 

Ethiopian New Year occurs, before repeating the cycle. FGD revealed that Newcastle Disease is not a 

problem for the modern poultry-rearing system and mainly affects the traditional sector.  

Consumption patterns also differ significantly by age group and gender. In rural areas, more often 

than not, cultural beliefs and practices restrict children from eating poultry products such as eggs. 

On a normal market day, up to an average of 200 buyers may visit a typical village market depending 

on the size of the market.  The number of suppliers at village level does not vary significantly, but 

their volumes of sales follow seasonal patterns. 

Although the number of buyers and sellers in a given season do not appear to have changed much 

over the past five years, prices for poultry and poultry products have increased sharply. The price 

increase is partly attributed to recent inflationary trends reflected in higher food prices generally. In 

nominal terms, the price of a chicken has increased fivefold from 20 ETB in 1998 to nearly 100 ETB in 

2009.  

In summary, while the dominant flow of exotic birds and products in the commercial sector is 

governed by the one or two large commercial farms, the largest production and supply comes from 

small backyard farmers, with strong levels of sales particularly during holidays and festivals and 

during the onset of disease outbreaks. In the latter case, farmers sell their poultry as a measure to 

prevent or minimise expected financial losses from high morbidity and mortality. The interaction in 

both village and urban central markets with consumers and traders for live birds becomes very 

intense during these peak seasons. Many birds of unknown quantity and quality enter into market 

places. The pattern of outbreaks of disease also closely follows the distribution routes for 

indigeneous poultry in different parts of the country (Bewket 2009). As a result, the risks of a disease 

outbreak (such as HPAI) are very high in live-bird markets where there are no bisecurity measures in 

place. 

 

2.4 Identification of governance and coordination mechanisms between 

actors 

Governance is a central concept to value chain analysis. Governance can be defined as non-market 

co-ordination of economic activity (Kaplinsky and Readman 2000). Within the chain, some actors 

directly or indirectly influence the organization of global production, logistics, and marketing 

systems. Chains can be driven by producers or buyers, with different structures influencing how the 

chain itself is organized and production coordinated. 
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In the poultry value chain in Ethiopia, there are no specific governance structures established for 

domestic production and marketing. Interactions are largely ad hoc, with limited to no coordination 

between different parties involved in the value chain. Furthermore, there is no government 

regulation to guide processing, nor do biosecurity measures exist in the traditional sector. Some 

regulations are in place for the importation of inputs (e.g. DOC, veterinary medicine) and use of 

foreign exchange permits. The government also provides incentives in the form of tax-free 

importation of inputs in order to encourage exportable products. Such incentives are not limited to 

poultry and are available across all commodities produced for export. 

There are some associations established by poultry producers and marketers. Their role is not to 

influence policy makers or decision makers, but rather to serve as professional or social associations. 

Moreover, influential players such as large commercial farmers are not generally members of the 

association. This may be due to the various vested interests that often conflict with market power 

relationships within the sector. 

In the feed sector, the three major commercial millers (Genesis, ELFORA and Alema) dominate the 

landscape. These firms play an important role in setting prices that smaller firms must follow. There 

is an association of feed millers called the Ethiopian Association of Veterinary and Feed Producers 

that was recently established in January 2009. Although it includes only feed producers, its members 

are working in the dairy, poultry and related sectors. The association mainly targets two areas: 

ensuring standardized (quality) feed and dealing with VAT cases (to insist that the government 

decreases the high VAT these sectors face). However, there is no common understanding among 

association members to influence policy makers due to different vested interests between 

commercial and smaller millers.8  

No formal market information system monitors marketing conduct and performance. The main 

sources of information in the chain are traders and sometimes hotels and retailers (e.g. grocers or 

owners of mini-super markets). Accurate information can be very difficult to come by as there are 

different actors such as collectors who can distort markets. Sometimes prices are distorted by 

certain actors signaling false alarms of disease outbreaks from particular locations. Traders are also 

influential in determining prices by transmitting price information to producers, often through 

collusive, anti-competitive behavior. Consumers often do not have any means of detecting prices 

except the daily price announcements given over radio or other means of media. The problem with 

such prices is that they may not be updated frequently nor reflect the daily price movements that 

are coordinated both spatially and temporally. Moreover, there is limited impartial third-party 

information from public institutions such as the Ministry of Agriculture and Rural Development 

(MoARD) or its regional counterparts.  

                                                           

8
 Some association members have their own line of specialization in the poultry business whereby they exercise monopoly 

power both in input and output markets. Such members are more influential in associations and work hard to maintain 

their privileged status in association dealings. 
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2.5   Biosecurity practices 

There are limited incentives within the chain to implement biosafety measures. Existing safety 

measures are largely controlled and exercised depending on the whims of each firm which may 

result in differential levels of risk. Biosecurity measures are particularly absent among small-scale 

producers. Inputs used in the traditional backyard system are very limited in scale, and generally not 

more than simple vaccines.  

Hatcheries employ a floor system of production to rear birds until they reach their customers. There 

is also a hole dug where wastes (including infected birds) are dumped. DOC are given their first 

vaccination immediately before their departure, with imported birds receiving a series of 

vaccinations such as infectious bursal disease, Newcastle disease, fowl typhoid and fowl pox in a 

timely manner. Moreover, other related protective measures are taken at the farm level among 

commercial farms; these include using footbath disinfecting chemicals (like formalin) at the main 

gates, frequent anti-pest sprays, working clothes, and washing facilities for staff. In additional, 

different aspects of production are conducted separately from one another to avoid cross-

contamination. 

Apart from the simple certificate provided from the foreign supplier to the hatchery, there is no 

quarantine (checking system) to screen for disease problems in imported birds. DOC are often 

admitted to the farm directly from the airport without prior investigation of their health and related 

risks. Moreover, no rules and regulations are set pertaining to domestic input suppliers (breeds, 

medicine, feed, etc.), nor is any information provided on the source of inputs, vaccination 

needed/provided, type of breed, etc. No minimum standards are set for producers with respect to 

biosecurity. 

The types of biosecurity measures used vary among the commercial farms. However, it is not 

mandatory for commercial farms to exercise any type of biosecurity measures legislated by public 

authorities. Large-scale commercial farmers importing DOC from abroad are required to adhere to 

regulations concerning the safety and health of chickens that are imported, but do not have to 

comply with biosecurity regulations on the containers used for such imports, for instance.  

Among feed millers, there are no stipulated biosecurity measures required, and practices among the 

companies interviewed can vary widely. In Debre Zeit and Modjo, the millers we interviewed re-used 

bags for feed and also take customers’ bags in exchange for their own. However, millers in both 

locations use their own vehicles for transport and use disinfectants at the gates of the mill (albeit not 

consistently). Both companies also vaccinate the poultry they have on-site as well.  In Addis, the 

miller interviewed uses only its own bags, with no re-use of bags accepted at all for biosecurity 

purposes.9 Moreover, purchased raw materials are well inspected and checked every time before 

processing. In particular, the blood and broken bones purchased from Kera (the central abattoir in 

                                                           

9
 The firm knows that this could cost them more, yet realizes that the costs and risks associated with possible disease 

transmission emanated from re-use of the bag could be larger. 
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Addis Ababa) are required to pass NVI inspection procedures before their use in processing. In 

addition, entrances (gates) have disinfectants (chemicals) for maximum care.  
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3 Industry-specific poultry chains: Results from the three sites  

This section considers the major types of poultry value chains found in Ethiopia. Our analysis focused 

on three types of value chains: layers/eggs, broilers, and backyard chicken. We distinguish between 

commercial and small-scale production for layers and broilers. Our results are based on FGD and key 

informant interviews, including site visits to selected farms in Debre Zeit, Modjo, and Addis Ababa. 

Farms visited included operators of commercial and small-scale layer farms, commercial and small-

scale broiler farms, processors, traders, and backyard household farms. Most of the small-scale 

farms visited were owned and operated as family businesses. While there are relatively few 

commercial layer and hatchery farms operating in the industry, their influence over marketing and 

production is more visible than other actors in the industry and we provide some detail as available 

on this emerging sector.  

3.1   Commercial layer and egg value chain 

Actors and production practices  

Close to 45 million table eggs are produced and marketed per annum at national level, of which 

close to 15 million table eggs are produced by the commercial sector. 

There are various actors involved in the layer and egg chain including small-scale producers, traders, 

hotels, restaurants, big stores and supermarkets. The number of actors involved is limited within 

some value chain components. Traders number more than large-scale producers: more than 50 

traders are involved in distribution. Traders operate within both formal and informal chains. There 

are only a few restaurants, predominantly located in Addis Ababa and its vicinity, that are involved in 

the regular purchase of products. In this study, three major hotels and five restaurants were 

identified as frequent buyers of poultry farm products.   

In terms of commercial layer/egg production, there are only a few commercial layer farms in 

Ethiopia – not more than 5 farms in total – which keep an aggregate total of 200,000 layers per 

annum, producing about 15 million eggs. Our analysis here was based on interviews with a subset of 

these farms. 

Genesis Farms Ethiopia, located in Debre Zeit, has a capacity of over 10,000 layers at any given time 

and integrates dairy and horticultural production. Major inputs for layers include poultry housing, 

feed, parent stock for layers and, to some extent, the types of chemicals and vaccines used by 

commercial producers. Production starts from accessing inputs, i.e. getting parent stock often 

sourced from imports or large commercial farms located within the Debre Zeit vicinity. Feed is also 

one of the major components of layer production and is mixed on-farm. The only inputs that are 

externally sourced are starter eggs or parent stock materials which are primarily imported from 

Holland, with about 10% procured from local commercial farms.  

This particular farm employs 20 permanent and about 50 temporary workers of various skill levels. 

For chickens grown under the cage system, the house is cleaned in 3-4 day intervals. By contrast, 

with the floor system, cleaning takes place at the end of the production cycle, preceding the entry of 
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the next batch. The farm processes its own feed by mixing purchased raw materials like maize, nug-

cake, soybeans, bone and meat meal and combining them in certain proportions. DOC and pullets, 

as well as limited quantities of feed, produced on the large-scale commercial layer farms serve as 

major inputs for small-scale layer producers. 

An egg weighing about 48-50 grams will be taken to the hatchery; if the weight is less, the egg is 

considered sub-standard for hatching. Products from the farm include DOC, pullets, eggs, feed and 

finisher chickens. On average, this farm sells about 90-100 DOC and 40-60 pullets per week. 

Commercial layers generally begin laying eggs at the age of five months. The by-products (litter, 

manure) of chickens grown in cages are used for bio-gas and compost making. Chicken litter is often 

used as composted organic fertilizer for the cultivation of horticultural crops and processed for dairy 

animal feed as a type of feed concentrate.  

Another key informant interview was held with the owner and operator of a small-scale private layer 

farm in Modjo. As in any standard layer operation, commercial layer birds are kept primarily for their 

eggs and when their productivity begins to decline, the spent layers are sold for meat. This farm 

produces 20,000 eggs per month and sells both for domestic Ethiopian markets and for export to 

Djibouti. This is about a quarter of the production of the Debre Zeit Genesis farm. The farm also 

collects eggs from various sources including surrounding farms in Debre Zeit, Modjo, Holeta and 

Akaki for the export markets in Djibouti.  

The major input components for this farm include feed materials, vaccines, cages, and parent stock 

(live chickens) often imported from Holland. Feed is usually prepared on site by the firm from local 

feed ingredients mixed in a proportion of 50% corn, 10% soybean, 10% bone and meat, and the 

remainder limestone and nug oil. Some inputs are sourced directly from local feed processing 

enterprises, such as the Genesis farm located in Debre Zeit. Primary products sold by the firm 

include eggs and finisher chicken meat. By-products (like manure) are also sold as feed sources for 

dairy animals and as organic fertilizer for the growing of horticultural crops.  A general shortage of 

parent stock, the seasonality of domestic market demand, and high input costs are an impediment 

for the expansion of commercial layers. 

A third private small-scale commercial layer farm interviewed for the study was located on the 

periphery of Addis Ababa. This farm has a capacity of 350 birds and is the largest farm the team 

found in the Addis Ababa area for a layer producer of this scale. Eggs are the major product 

produced by the farm, together with the spent layers, usually after they reach the age of 20 months. 

About 300 eggs and 2 spent hens are sold per week. Other by-products (like poultry manure) are not 

yet commercialized by this farm. The main inputs such as pullets and feed are usually purchased 

from the larger farms in Debre Zeit (Alema Farms in this case).  

This particular farm maintains certain biosecurity measures. Employees operating in this poultry 

farm are provided shoes and working clothes. There is also a chemical applied at the gate of the 

farm to disinfect shoes of visitors. The cost of these chemicals at 8 ETB per month is modest 
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compared to other inputs.10 As far as waste disposal is concerned, a pit was dug on site for litter, 

manure and dead birds.  

This farm sells its products in the domestic market. There are two main customers: coffee shops 

serving snacks in Addis Ababa and small local shops in Akaki and Addis Ababa. While the farm itself 

delivers the products to the former on a regular basis, the latter directly purchases eggs from the 

farm and transports them to their final destination. The latter group could also be traders in Addis 

Ababa. The market varies seasonally; individual consumers come to the farm to purchase eggs only 

during certain special occasions (mainly during holidays), so their purchases are infrequent and 

limited. No written contractual agreement is needed between the farm (as supplier) and its 

customers; only mutual trust matters. While any one of the actors could deviate from the informal 

agreement for any reason and no penalty would be imposed for breaching the agreement, this has 

not happened. 

We define the category of small-scale layer farms as those that maintain up to 500 birds and where 

most of these are exotic birds in combination with local breeds. Some producers act as traders 

during the slack season when they have no layers. The primary output among small-scale producers 

is egg production. Additionally, some of the participants who use the cage system explained that 

poultry litter/manure is used as fertilizer for vegetable production. In Modjo, FGD respondents 

confirmed that by-products (litter with manure) are used for horticultural crops and sold also as feed 

for dairy animals. After their egg production cycle, spent layers are sold for meat. The use of other 

by-products for commercial purposes, like feathers, was not known to the FGD members 

interviewed. Major inputs used by such farms include feed, medicines and DOC. The FGD revealed 

that feed accounts for about 60% of total costs faced by small-scale layer producers, while vaccine 

costs only represent about 5-10%. Small-scale producers also provide DOC to other farmers, but in 

smaller quantities, usually representing not more than 10% of their output. DOC are one of the 

major inputs that is imported from abroad. The FGD in Debre Zeit revealed that over 1 million DOC 

are imported annually from abroad. Pullets are produced by government multiplication centers and 

distributed to producers.  

The FGD in Addis revealed that most farms in this chain have alternative sources of income, 

particularly activities such as vegetable production (especially cabbage). The FGD highlighted that 

there is a plan to broaden such side businesses, in terms of both type and volume of production. 

Such side businesses are limited to horticultural crops or crops that serve as a raw material for 

poultry feed for two reasons: first, there is not sufficient land to accommodate other activities; and 

second, the two activities (the main poultry farm and the side business) should be complimentary to 

each other (i.e. the by-product of one should serve as an input for the other).  

                                                           

10
  We came to understand that not all farms use the same chemical as a disinfectant, the different chemicals vary both in 

price and effectiveness. 
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Photo 3.1. Focus group discussion using flow chart in Debre Zeit 

FGD in Debre Zeit noted that the most challenging part of the value chain relates to access to timely 

inputs for production. In some cases, production is halted for up to 3-6 months if inputs cannot be 

accessed from any sources. These discussions further revealed fears about the sustainability of the 

poultry business, given such market fluctuations. 

 

Photo 3.2. Poultry housing in Modjo 

Small-scale layer producers also interact with other actors in the chain, including commercial broiler 

farms, breeders and commercial layer farms. It is estimated that over 1 million eggs will be produced 
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in this chain, satisfying approximately one-third of demand in Debre Zeit town and the surrounding 

area. Big restaurants, groceries and shops are the main customers targeted. However, they also sell 

directly to customers using their own shops. Some of the FGD respondents pointed out that they 

supply Ethiopian Airlines with the standard quality demanded. Their product is branded for quality, 

with each farm having entered a contractual agreement with Ethiopian Airlines.  

Similar to the other respondents, FGD in the small-scale layer sector noted the importance of 

ELFORA, Genesis Farms Ethiopia, and Alema farms within the sector. ELFORA was perceived as the 

largest in terms of the volume of production, with its decisions on daily prices serving as a 

benchmark for the industry. On the other hand, Alema and Genesis farms play an important role in 

the provision of inputs (feed, pullets and DOC/fertile eggs), with almost 90% of the small-scale layer 

inputs (pullets or DOC) sourced from these two farms. At the same time, while other intermediaries 

such as collectors operate in-between producers and consumers (supermarkets and restaurants), 

they are not perceived to add much value in the chain.  

Other relevant supporting actors in the small-scale layer sector include other commercial producers 

(because they supply DOC and pullets), Bureaux of Agriculture (BOA), cooperatives, Debre Zeit 

Agricultural Research Center (DZARC), development agents (DA), and traders. Each of these actors 

shares responsibilities that are initiated and supported from DZARC to distribute up to 100 layer 

pullets in a ratio of 1:5 (1 cock to 5 pullets) and promote improved poultry and feeding technologies 

among surrounding farmers. DZARC as a public research organization provides all technical 

information through training, follow-up with producers on research recommendations, workshops, 

field days, etc. DZARC has tried to establish strong linkages among different chain actors and has 

established legally formulated agreements between them to more effectively carry out activities and 

implement agreed-upon responsibilities. The Lume Adma Farmers Cooperative Union found in 

Modjo town provides small amounts of credit for farmers to be paid back by the farmers at below-

market or concessional (i.e. zero) interest rates.  

Flows and values in the commercial layer and egg chain 

Figure 3.1 maps out the value chain for the commercial layer sector. The entire chain starts from 

breeder farms providing DOC to commercial farms. Domestically-sourced DOC are scarce in supply, 

which limits the potential expansion of the commercial layer sector. Of the 1 million DOC imported, 

close to 500,000 DOC enter the layer chain; also about 1.5 million pullets are sold in the commercial 

layer chain. Those farms with sufficient capital will import DOC from abroad themselves and even 

distribute them to other farms, though this is becoming harder due to limited availability of foreign 

exchange. Small-scale farmers will source birds primarily from one of the larger suppliers or from 

government multiplication centers. In lieu of DOC, some commercial farms in the layer chain use 

layer pullets. Cooperatives have been organized to supply pullets. These groups also play a vital role 

in the marketing of eggs to consumers and shops. About 1.86 million eggs are sold on aggregate 

from the commercial layer sector each month, with an additional 11,378 pullets and 3500 DOC 

acquired each month for egg production purposes. 
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Table 3.1 portrays the flow of activities and value creation in each component of the commercial 

spent layer value chain. For example, the sales price for the breeder per fertile egg was about 3.5 

ETB at the time of the survey. Breeders incur about 1 ETB per egg in costs for transport and other 

input costs, providing a margin of about 2.5 ETB per egg as value added. Value added from DOC is 

about 8.5 ETB/chick, taking into account costs and the purchase price of a fertile egg. The highest 

proportion of value added is derived from the production of pullets from DOC. Pullets are valued at 

72 ETB each, with value added of 50 ETB after accounting for production costs, including the value of 

the DOC.  

If we consider value added in eggs only, supermarkets add more value to the final product than 

traditional sales, as noted in  

Table 3.2. This occurs through packaging and preserving eggs in a way that may increase the shelf 

life and reduce spoilage and breakage. Direct selling to consumers adds less value (0.10 ETB per egg 

compared to 0.15 ETB for supermarkets), and does not incur transport costs as with supermarkets.  

As one of the FGD respondents explained, the volume of products from the layer chain is much more 

influenced by producers themselves than by traders. With the exception of those customers from 

restaurants, the marketing of products is ad hoc and greatly influenced by input prices, volumes 

produced and the season (e.g. whether during religious occasions). Price volatility is observed 

predominantly during four major Ethiopian national holidays:  September (Enkutatash), December 

(Gena-christmas), January (Timiket), and April (Fasika) (see below). 

 
Figure 3.1. Value chain for commercial layer and egg products in Ethiopia 



Africa/Indonesia Team Working Paper 

 

 

 23 

Table 3.1. Distribution of value added in the commercial spent layer value chain 

Linkage Value at end actor 
per item 

Added costs 
incurred per item 

Value added per 
item 

% of value added 

Breeder-Eggs 3.5 1 2.5 4 
Eggs-Layer DOC 15 3 8.5 13 
Layer DOC-Pullet 72 7 50 78 
Pullet-Layer 85 10 3 5 
TOTAL 85 21 64 100 

 

Table 3.2. Distribution of value added in the commercial egg value chain 

Linkage Value at end actor 
per item 

Added costs 
incurred per item 

Value added per 
item 

% of value added 

Breeder-Eggs 3.5 1 2.5 4 
Eggs-Layer DOC 15 3 8.5 13 
Layer DOC-Pullet 72 7 50 78 
Pullet-Layer 85 10 3 5 
TOTAL 85 21 64 100 

 

 

Source: Debre Zeit Agricultural Research Center [DZARC 2006/07] 

Figure 3.2 Seasonality of table egg prices, 2006/2007 

 

The production volume of products from the interviewed group of small-scale producers is generally 

less than the requirement of buyers (e.g. in hotels, traders, supermarkets, etc.). This usually amounts 

to about 200-300 eggs per week. Moreover, these producers cannot supply this amount 

continuously as demanded due to seasonality of markets. Producers have difficulty smoothing out 

the difference between their day-to-day variability in egg production and the consistent daily 

demand from their clients due to lack of adequate storage facilities, as eggs will have spoiled 

because of the lack of storage facilities. Supply of spent layers is also determined by production 

cycles and can be difficult to time to meet fluctuating demand requirements.  
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Governance and coordination mechanisms 

Governance has to do with exercise of control along the value chain (Strongen 2001). Governance 

within the commercial layer and egg chains is dominated in production and marketing by the few 

large-scale producers who have access to both inputs (imported DOCs, feed, veterinary drugs, etc.) 

and market outlets. Such actors have further vertically integrated into production, processing, bulk 

selling and retailing.  

On the input side, millers dominate both production and marketing, although there appears to be a 

number of toll millers who often operate their business informally and are said to adulterate 

products with inert materials that reduce feed quality. The value chain faces production and market 

risks on the supply side, including disease outbreaks. Moreover, it is difficult to produce a stable 

supply of poultry products with the required quality and quantity or standards.11 A few major 

commercial producers can try to control the market by regulating access to key inputs and thereby 

creating artificial shortages such as for the sale of DOC to small-scale producers, who may wait 3-6 

months to get DOC and even feed. ELFORA and Genesis dominate nearly 99% of the market share of 

input supplies to small-scale farms for DOC. 

There are no associations that currently govern the structure and operation of the farms interviewed 

within the commercial layer sector. Rather, these producers coordinate their activities in an ad hoc 

fashion. A couple of farms have greater influence in terms of production and sales volumes in the 

market. ELFORA, in particular, has become the major player in this chain because of its volume and 

he popularity gained through advertising. Other farms (both commercial and small-scale) depend on 

market information set by the ELFORA price. Middlemen generally follow price signals given by 

ELFORA, but sometimes create unfair competition among producers, traders and consumers by 

providing distorted market information on product quality and prices.  

On the other hand, small-scale producers act independently in search of markets, lack market 

bargaining power, and can easily be influenced by large producers who have the power to control 

the market. Another important factor affecting prices is limited demand for products outside the 

special holidays and a lack of stable markets for their product. Many Ethiopian small-scale 

commercial farmers target special occasions and holidays, hoping that they will get better market 

prices at such dates. As noted above, they are at the same time dependent on larger farms for key 

inputs, especially DOC, and this in turn limits their opportunity for growth in the sector. 

Governance and coordination is weak in the small-scale layer value chain. These farms have tried to 

form associations but these have never materialized for various reasons. FGD respondents expressed 

disappointment on this topic. Most of the FGD participants have been approached and invited to 

various discussion forums on how to cooperate in business and work together to become better, 

more successful entrepreneurs. Yet nothing has happened so far and things continue to operate as 

in the past. Government support is lacking as is coordination from broader livestock associations 

                                                           

11
 The Ethiopian Quality and Standards Authority sets standards, but has limited capacity to enforce them. Neither 

producers nor other stakeholders are aware of how it operates. 
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(e.g. Ethiopian Meat Exporters Association, Producers Association and Poultry Feed Millers 

Association, an African level organization) to support the sector.  

A unique situation in which producers had organized was reported by FGD in Addis. Over 10 

producers had agreed to work together and had formed an association supported by the 

government through its policy of promoting small and micro enterprise schemes. However, the 

association was initiated to establish a single poultry farm which allows members to receive benefits 

such as (nearly) free land and paying lower taxes. The key informant discussion showed that there is 

strong support for poultry development from the Addis Ababa urban authorities as a means of 

income generation and livelihoods compared to other urban cities. 

Government regulations and biosecurity practices  

Biosecurity measures in the layer sector vary widely. ELFORA and Genesis are relatively advanced 

compared to other commercial farms in the Debre Zeit vicinity. Practices adopted by such farms 

include various kinds of treatments for disease. These include (i) regularly spraying poultry houses 

with disinfectants (kerosene), including prior to the entry of a new batch of layers; (ii) supplying the 

chickens with adequate housing using tin roofs; (iii) special clothes used by staff that are strictly 

limited for use on-site; (iv) covering floors with straw and replacing it regularly; and (v) vaccinating 

chickens and DOC at different age intervals. In addition, these farms also provide chickens with 

adequate and quality feeds and ensure the use of foot baths (disinfectants) at the main gates that 

are renewed every day. Vaccination takes place against some common diseases and NVI is a leading 

player in providing the needed supplies due to its national mandate and capacity in producing 

veterinary medicines. 

Some small-scale farms have adopted biosecurity practices. One group interviewed said that it uses 

chemicals at its main gates which cost about 240 ETB/month, representing about 10% of their costs 

of production. By-products such as litter are used as manure. When birds die, they are typically 

buried. Pullets used by small-scale farmers come from commercial farms in Debre Zeit, as does feed.  

Surprisingly, interviews with a small-scale layer FGD in Addis revealed that they were not yet aware 

of any rules and regulations nor of any biosecurity measures pertaining to poultry farms. There is a 

binding Memorandum of Understanding (MOU) between the group and local kebele administration 

officials which defines the modalities for repayment of a loan taken from the kebele, but does not 

stipulate specific production and marketing practices to be applied.  

3.2  Commercial broiler value chain 

Actors and characterization  

Similar to the layer chain, commercial broiler farms are limited in number. Commercial broiler farms 

generally use exotic breeds as an input, rather than the indigenous breeds used in backyard and 

small-scale farms. Most farms concentrate on raising broilers for processed meat production; about 

90% of production is used for this purpose. There are two commercial farms known for their broiler 

production concentrated in Debre Zeit: ELFORA and Alema. Alema Farm specializes in production of 

broiler parent stock, hatchery parent stock and pullets.  
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Major inputs used in the production process include parent stock DOC (often sourced externally), 

fertile eggs, feed processed by the farm, feed equipment and laborers (both temporary and 

permanent). Alema Farm is the only source of broiler DOC and it serves as an input supplier for other 

commercial and small-scale broiler farms in different regions of the country as well as for the Debre 

Zeit vicinity. Demand for broiler DOC tends to greatly exceed supply, and indeed the lack of 

adequate sources of commercial DOC is a challenge for producers to engage in and expand their 

activities. The broiler farms interviewed at Debre Zeit only sell extra DOCs after satisfying their own 

consumption. The main feed inputs for broilers include raw materials like maize, soybean, nug-cake, 

salt, vitamins and minerals. Maize is the major component of prepared feed (about 65%) and is 

generally purchased directly from producers. However, the farm also purchases additional feed from 

feed millers when they occasionally encounter shortages.  

Major outputs produced from the broiler chain include DOC, pullets and broiler meat. As in the layer 

chain, poultry litter is produced as a by-product and is used for dairy feed and as a fertilizer for the 

growing of horticultural crops. In addition, offals and other waste from processing are used for pig 

feed on the farms interviewed; pig production is a side activity engaged by these farmers. For Alema, 

the poultry farm accounts for about 90% of the farm’s activities, with the remaining 10% devoted to 

pig production. 

There are not many actors in the commercial broiler value chain. Alema alone dominates the 

production and market for broiler meat. It produces and processes over 10,000 broilers for meat 

production in two batches per year, once during the fasting season and the other before the 

Ethiopian New Year around June or July.  Other actors in the chain are large-scale and small-scale 

producers, NVI, traders, hotels, processors and supermarkets.  

There are many issues pertaining to processing in the broiler sector. First, some farms lack sufficient 

work space where slaughter can be undertaken since it requires its own separate and unique 

infrastructure. Second, almost all poultry farms (including those in the cities and towns) have very 

poor drainage and waste management systems, which is a critical pre-condition for setting up such 

processing. Third, poultry processing in Ethiopia is generally a loss-making business since there are 

cultural preferences for home-based slaughtering rather than market-based processing such as is 

found at the abattoir in Addis. Finally, almost no private processor is licensed to exclusively process 

in Addis, excluding those commercial farms such as ELFORA, Alema Farms and Genesis Farms 

Ethiopia, which both produce and process their own birds using their own processing facilities. 

The sources of broilers for processing into meat are the limited number of small-scale broiler chicken 

producers. These small-scale farms hold an average flock size of around 50-100 chickens. They are 

concentrated around Debre Zeit and the surrounding area. Basic inputs for small-scale broiler 

production includes DOC, feeds, feed and water equipment, housing for birds, household labor and 

veterinary services from DZARC, NVI and private enterprises. Producers do not use cages because of 

the high price of wood, and instead allow birds to roam in a free-range system. Producers either 

prepare feeds by themselves or buy from commercial farms depending on the raw material prices 

for feed. Raw materials for feed include maize, nug-cake, soybean, bone and meat mill and others. 

When the price of raw materials for feed increases, producers prefer to purchase feed from 

commercial farms rather than preparing feed themselves. Producers estimated the price of 1 quintal 
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of feed at about 460 ETB/quintal from Modjo feed factory and about 384 ETB/quintal at Genesis, 

with the difference in prices related to the quality of the feeds. The main outputs from small-scale 

broiler farmers include broiler meat and live birds, as well as manure/litter as a by-product.  

In the small-scale broiler sector, major actors involved in the production process include Alema farm 

as a source of DOC, producers, traders, hotels, supermarkets (in Debre Zeit and Addis Ababa), NVI, 

private enterprises engaged in processing and individual consumers. The volume of product flows 

from these smallholder producers is not always adequate to meet demand of their customers. In 

some cases, marketed supplies are temporarily halted because of limited product sources. 

Flows and values in the commercial broiler chain 

A summary of the broiler value chain can be found in Figure 3.3. The production process in the 

broiler industry first involves hatcheries that incubate fertile eggs needed to produce DOC. Alema 

and ELFORA are major players for broiler DOC (about 20% of the total supply in the chain), with 

ELFORA marketing DOC through its shops located in various parts of the country. All healthy DOC are 

sent to broiler grow-out facilities and raised for about 45-60 days. There are only a few commercial 

broiler farms in the broiler chain, with total capacity in the sector of about 500,000 broilers per 

annum. The broiler chain is dominated by Alema and ELFORA farms, which supply 450,000 broilers 

combined. Once broilers have grown out, they are ready for slaughter or to be sold live. At the 

processing plant, birds are slaughtered and converted to ready-to-cook chicken/cut-up parts. About 

80% of production flows through this channel. An additional 15% is sold directly to consumers 

through the two farms’ own shops located in Addis Ababa and Debre Zeit. These kinds of sales are 

often seasonal, occurring during Ethiopian New Year and Easter. The remaining 5% is supplied to 

traders who supply live birds to processors and consumers. 

Table 3.3 assesses the distribution of value added in the broiler chain, and finds that the majority of 

value added comes from the production of meat from imported DOC. We caution that not all costs 

associated with meat production have been reflected, as they were not adequately captured in our 

fieldwork. 

Market demand for commercial broilers increases markedly during major holidays and special 

occasions. With the exception of a few supermarkets and restaurants which are always ready to 

serve higher-income consumers, demand is generally low during other periods of the year. Such 

extreme fluctuations in demand discourage producers from developing broiler production and 

compels them to look for alternatives, and hence commercial broiler farming remains limited. 

Pricing is highly predicated on the decisions made by ELFORA and Alema, given their dominance of 

the market.   
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Figure 3.3. Value chain for commercial broilers in Ethiopia 

 

Table 3.3. Distribution of value added in the broiler value chain, ETB per bird 

Linkage Value at end actor 
per item 

Added costs 
incurred per item 

Value added per 
item 

% of value 
added 

Breeder-Egg 3 1 2 4 
Egg-Broiler DOC 12 3 6 12 
Broiler DOC-Meat 57 5 40 80 
Meat-Supermarket 60 1 2 4 
TOTAL 60 10 50 100 

 

Governance and coordination mechanisms 

Governance relationships are relatively loose within the broiler chain, which largely relies on 

agreements based on trust and price mechanisms facilitating trade. Intermediaries do not appear to 

play a major role in this chain. For example, one informant in the commercial sector revealed that 

his farm sells almost all of its products to his own supermarket and hotels located in the Debre Zeit 

vicinity, with no trader involved in the product chain. This respondent argued that traders add too 

much to the final consumer price and accordingly would put such products out of the reach of most 

consumers.  

An association has been established to influence marketing and ultimately policy. However, this 

association is not functional and has not started any activities. The major reason for the inactivity of 

the association is the conflicting interests among individual members. Some large farms such as 

ELFORA enjoy economies of scale and influence the market by themselves without the association. 

Thus, joining the association does not provide any additional advantage to large-size farms.  
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Government regulations and biosecurity practices 

Government rules and regulations are limited to the licensing of business operations. It is obvious 

that, as with any other business activity, the government licenses established poultry businesses and 

collects tax annually. Biosecurity measures practiced by broiler farms include inter alia: (i) the use of 

disinfectants at the main gate; (ii) vaccination of birds; (iii) specific clothes for workers; and (iv) 

quality feeds to enhance the general health of birds. When outbreaks occur, medicines like 

oxytetracyclin, formalin, sodium chloride, and potassium bi-carbonate are administered, with the 

estimated total cost of these medicines per annum about 100,000 ETB per large-scale farm with a 

flock size of 10,000-50,000 birds.  

3.3  Backyard poultry  

Actors and their linkages 

Backyard poultry is the predominant production system currently practiced in Ethiopia (Food and 

Agriculture Organization of the United Nations [FAO] 2006). The traditional poultry production 

system is characterised by small flock sizes, low levels of inputs and outputs, and periodic 

devastation of flocks by disease. It involves about 7 million farm households with varying flock sizes. 

Major actors in this sector include small-scale farmers, government-owned poultry multiplication 

centers, traders and collectors. Producers in backyard systems tend to have smaller flock sizes than 

commercial farms, generally with less than 40 scavenging birds feeding on broken grains, insects, 

kitchen wastes, green vegetables and leaves, and anything edible in the surrounding areas. 

Households provide overnight housing for their chickens outside the main house and clean the 

house every three or four days. Most households have as many as 40 chickens at the beginning of 

the year, but may end up with only 10 adult chickens due to high rates of mortality. The average 

flock size of chickens was 10-15 birds. The hen-to-cock ratio is 0.6-0.3. Since backyard systems across 

the country are similar, the team limited its discussions in two sites: Debre Zeit and the Akaki area 

near Addis Ababa. 

Backyard producers do not consider poultry rearing a major activity, but rather a supplementary 

activity along with the growing of seedlings, rearing of sheep and producing crops. Around the Debre 

Zeit area, farmers interviewed engaged mostly in other farming activities such as gardening and 

dairy farming. In such systems, poultry keeping is often an activity undertaken by women and 

considered a source of supplementary income and consumption for festivals and special occasions. 

FGD respondents explained that the income from poultry provided about 10-15% of household 

expenditure, much of this controlled by women. Other FGD discussions estimated that backyard 

poultry could contribute as much as 20-25% of the income received by a given household. Women 

also play an active role in decision making in backyard production systems. At the same time, many 

households are afraid to rear poultry in large numbers due to fears about epidemic diseases that 

could kill the entire flock. Indeed, Newcastle disease is a common disease that affects the 
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performance of small-scale producers and farmers often cannot afford to vaccinate any of their 

chickens.12 

 

Photo 3.3. FGD with backyard poultry producers 

Backyard poultry production does not compete for limited household resources such as land, labor 

or capital, and instead requires little if any investment. Backyard poultry producers use locally 

procured, often poor quality inputs for feed and chicks. Outputs from this system include eggs and 

mature chickens. The main by-product from production is chicken manure for horticultural crops in 

the garden. The major constraints identified by FGD respondents include inadequate healthcare, 

poor production practices, inappropriate housing and poor knowledge of poultry management.  

Flows and values in the backyard poultry chain 

Figure 3.4 illustrates the flows of goods within the backyard poultry chain. Backyard producers sell 

eggs and chickens formally in markets in town and informally from their homes for individual 

consumers. They also retain some production for household consumption. As an illustration based 

on FGD discussions, a household around Debre Zeit may collect 160 eggs per annum/chicken, of 

which 80-90 are sold, 30-40 reserved for hatching purposes, and about 30-40 used for household 

consumption. It is also estimated that a household may keep 10-15 pullets and cocks for selling and 

breeding, while reserving 4-5 cocks for slaughtering during holidays or for use as gifts.  Consumers 

have specific color preferences of purchased chickens, such as red plumage. Chickens are 

transported to markets using pack animals or simply on foot if only a few birds are being sold. 

Traders sometimes collect and assemble a number of chickens from villages with backyard poultry 

and transport them using small trucks to distant markets like Addis Ababa.  

                                                           

12
 The cost per one chicken vaccine is about 1 ETB which is not that expensive. But the problem is with the packaging of the 

vaccine, which only comes in bulk (about 120 units) and is about 100 ETB; once opened, it must all be used within a day. 

With a flock size of 4-5 chickens, it obviously may not be profitable for farmers to purchase the vaccine given the dis-

economies of scale. 
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As indicated by Figure 3.4, the value chain in the backyard system is not complex, and in some cases 

involves direct sales to nearby consumers. Traders intervene in village markets via 

collectors/assemblers who bulk chickens coming from different village markets and transfer them to 

secondary and terminal markets. Market demand for backyard poultry is higher than for commercial 

breeds due to consumer preferences for local breeds; consumers are reported to prefer the yellow 

color of egg yolks and the taste of meat from local breeds compared to commercial ones.  

 

Governance and coordination mechanisms 

Governance mechanisms are essentially non-existent in the backyard chicken value chain. There are 

few extension services that provide support to the sub-sector in the form of improved breeds, 

vaccines, etc. However, at a grassroots level, there is no coordination among actors and chain 

participants participate in a simple chain from producers to consumers.  

Backyard producers have weak linkages and coordination mechanisms among them internally and 

with other actors. The major actors involved in the simple chain include farmers, agricultural 

research stations, agricultural extension services, NGO, consumers and, to some degree, traders. 

However, this interaction is very limited and often on an ad hoc basis. Most farmers are unaware of 

the availability of public services or service-rendering organizations like DZARC (for improved 

chickens), NVI and other sources of veterinary services.  

 

Figure 3.4. Value chain for backyard poultry production in Ethiopia 
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There are no known associations established to serve producers in the backyard production system. 

Most FGD respondents further noted that they were not aware of any public policies or regulations 

relevant to poultry production practices. Some did not know sources for vaccines or other 

treatment; instead, they rely on traditional methods of treatment.  

Biosecurity measures  

Because of poor management practices and the absence of any biosecurity measures, chickens in 

backyard systems are often susceptible to diseases. The disease and mortality risk in this system is 

very high. During the marketing of birds, birds are often mixed by traders and thus there is a risk for 

the transmission of disease. This may be important because some of the marketed chickens may be 

bought as replacement stock by other farmers and there is also the possibility of transportation 

equipment being contaminated and transmitting disease back to farms. 

Households sometimes lose all of their chickens due to the outbreak of diseases during certain 

seasons. The most common diseases mentioned by the FGD for the backyard system are Newcastle 

disease, chronic respiratory disease, coccidiosis, 'Anget Metemzez', leg harnessing, and 'Fentata' or 

chicken pox. The occurrence of Newcastle disease disease is associated with the onset of short 

season rains and so mostly occurs in April—coinciding with Ethiopian Easter—and then in June. It is 

more severe in April than in June and kills many chickens. Moreover, the large number of chickens 

that move from place to place nationwide during Easter facilitates the spread of the disease. 

Newcastle disease mainly affects the traditional sector as high prices of drugs and vaccines make 

their use uneconomic for backyard producers, discouraging farmers from using veterinary drugs for 

treatment. Backyard producers do not keep a regular stock of drugs and when their birds are sick, 

they often must buy vaccines at more than three times the market price from dealers or retailers; 

sometimes, purchased vaccines will have already expired. Most of the time, producers only 

recognize the disease after chickens fall sick, and farmers react by taking the sick ones to the market 

rather than treating them.  
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4 Impacts of HPAI on poultry value chains and actors  

Although HPAI has not occurred in Ethiopia, a scare from a false alarm that occurred in 2006 had 

significant impact on the local and national economies. The first suspected outbreak of HPAI 

occurred on a farm at Gubre, approximately 150 km southwest of Addis Ababa, and was reported on 

25 February 2006. Samples were collected and testing was undertaken at the National Animal Health 

Research Center at Sebeta. In addition, two consignments of samples were sent to the World Animal 

Health Organization (OIE)/FAO Avian Influenza Reference Laboratory in Padova, Italy. The affected 

flock (about 15,000 birds) was culled from the farm; it had an estimated market value of 1.5 million 

ETB (FAO 2008). The tests failed to confirm the initial suspicion of HPAI. 

The scare had strong reveberations in Ethiopia, particularly among consumers of poultry products, 

that lasted for about 6 months. The direct financial impacts of this scare were shorter lived, though 

sharply felt by certain actors in the poultry value chain. Bush (2006) reports that this shock was 

particularly severe in urban areas, where poultry demand decreased by 25-30%. As a result, poultry 

prices fell by 50-60% in some areas, especially in the southern parts of the country. Indeed, poultry 

prices fell to as low as 5 ETB per bird because of the HPAI rumor. The demand for broilers was 

almost non-existent starting in February 2006 due to the fear of HPAI, though egg sales did not 

decline as much. Large numbers of birds (as high as 20,000 kg/farm or about 13,000 birds) were 

slaughtered and buried during a 2-week period in Debre Zeit (FAO 2008). After February 2006, 

poultry at the end of their production cycle could not be sold, so storage facilities for frozen birds 

were soon full. The scare idled many poultry traders for a significant time span. After six months, the 

price of a live chicken increased gradually to 25 ETB and recovered eventually to up to 100 ETB. 

Because of the continuous effort made by the public sector in providing information through the 

mass media and through extension agents in rural areas confirming that the suspect disease was not 

HPAI, consumers and producers began to return to consuming chicken products. Subsequently, 

there was a dramatic price increase triggered by pent-up demand, particularly in the major cities.  

The market impacts were partially mitigated by the timing of the outbreak, which took place before 

the seasonal peak demand (and prices) around Easter. Nonetheless, there were reports of social 

exclusion, with fears throughout the country of the spread of disease to humans and the risk of 

contracting it from people in the poultry sector. Consumers shunned poultry products during the 

scare, impacting a host of related and unrelated sectors, including cereal production, restaurants 

and distribution and sales of poultry products.   

The greatest impacts were felt in the commercial sector. One of the farms interviewed at Debre Zeit 

revealed that due to the HPAI false alarm, the farm culled about 50,000 birds. This, combined with 

lower demand by consumers, resulted in an estimated financial loss of 2.5 million ETB (close to 

200,000 USD). G.G.K. Dairy, however, which also has a layer farm, reported that during the period of 

the HPAI concerns, it had worked closely with the National Veterinary Institute (NVI) to ensure the 

health status of their birds as well as obtaining current information regarding the disease outbreak. 

In addition, the company has alternative business activities (dairy products and processed dairy 

feed), which contribute nearly 45% of the total income. While G.G.K. Dairy was able to weather the 

HPAI scare, a number of other farms went bankrupt and went out of business altogether, such as the 
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Almaz poultry farm located in Debre Zeit. These closures represented about 10% of the total number 

of commercial farms operating at that time. These farms could not survive as they could neither pay 

their employees nor maintain a profitable throughput of birds. One larger-scale respondent replied 

that their farm disposed of about 6,000 chickens stored in its refrigerator, sold part of the stock, 

while the remainder was thrown away. This caused huge financial losses on the farm and the 

respondent explained that no compensation was extended by the government for damages inflicted 

due to the false alarm. These dislocations (bankruptcy and supply cuts) were relatively short-lived, 

lasting for about 3-6 months. While demand has since recovered, re-establishing the business itself 

has taken much more time.  

Small-scale commercial-oriented producers (i.e. those with flock sizes up to 500) were also affected. 

According to FGD with small-scale commercial producers, prices fell sharply from 30 ETB to 2 ETB per 

bird (some birds were even given away for free as gifts), with some farms forced to idle operations 

completely. For some producers, the scare meant a financial loss of 800-900 ETB that year, or about 

50% of their income. Others were forced to take out loans which they could not pay back. Some of 

the FGD respondants noted that the current shortage of poultry products is a consequence of the 

collapse of the poultry business due to the false alarm.  

One of the FGD members interviewed had been a member of the National Avian Flu Inspection and 

Control Committee when rumors of an outbreak began to circulate in the country. The national 

television, ETV, broadcasted misleading information, announcing that HPAI had broken out in the 

country; the disease that affected some parts of the country was later confirmed to be instead 

Gumboro. The false alarm, propogated through national media (both audio and printed), negatively 

affected many poultry farms, among which two large farms totally collapsed and ended their 

business.13  

Due to the closure of some commercial farms, traders, feed millers and laborers were affected 

within the industry. Apart from the direct income lost by the farms, a number of workers were laid 

off work, including those in the service sector. One commercial farm that had been operating with 

15,000-20,000 chickens on their farm and about 20 employees, lost its business and the workers 

were subsequently laid off. In addition, one of the FGD revealed that some households lost income 

worth 800-1000 ETB/month over a period of one year. For an average household with a monthly 

income of 2000 ETB, this would imply a loss in income of about 50%. The number of individuals who 

lost their poultry income was estimated to be as many as 100 within Debre Zeit and its vicinity.  

Backyard producers interviewed responded that the HPAI scare did not cause a significant impact on 

the livelihood of smallholder producers because of the smaller quantities of birds they raise. FGD 

respondents had no idea about measures taken by the government and relevant biosecurity 

measures to be followed to minimize future disease outbreaks. They have not seen any government 

or NGO action in this regard. At the same time, backyard producers are a potential risk factor in that 

                                                           

13
 Almaz poultry farm, a private farm in Debre Zeit, was one of the failed farms. It culled 10,000 birds and its entire 

business totally collapsed without any compensation being received from the government. 
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they lack information about the disease, its current status and how to prevent it, although they are 

the largest group of poultry producers for local breeds.  

The government has taken certain measures to control and prevent future disease outbreaks after 

the false alarm, mostly in the form of contingency planning at the Ministry level. Some of the 

measures taken include the establishment of a national coordination committee led by the highest 

authorities of the MoARD and Ministry of Health. This committee serves to mobilize all available 

human and financial resources necessary to combat the problem in a coordinated manner (MoARD 

and FAO 2006). Under the guidance of the national coordination committee, in which different 

governmental, NGO and private-sector groups are represented, a number of activities have been 

implemented and have involved the assistance of different partners such as FAO, World Health 

Organization (WHO), United States Agency for International Development (USAID), Department for 

International Development (DFID), United National Children’s Fund (UNICEF), etc. The Support 

Programme for Integrated National Action Plans against Avian and Human Influenza (SPINAP) is one 

such activity which has been aimed at building the national capacity for the early detection and rapid 

containment of HPAI in Ethiopia (MoARD 2008). Some activities with a specified timeline have been 

put in place, including monitoring mechanisms. Control mechanisms and some incentives for the 

culling of birds and quarantine measures have been proposed with budgets detailing the cost of 

biosecurity measures given in the detailed plan. Campaigns to raise awareness about the magnitude 

of the risks and impacts have been proposed in the detailed draft plan, though activities such as 

readiness and preparedness in terms of early detection and response require more detail. FGD 

perceptions were that these plans were too little, too late. However, FGD respondents noted the 

need to establish early warning, preparedness, monitoring and mitigation measures.14 

During the outbreak false alarm itself, no incentives or compensation were given to the producers 

who culled all of their chickens. Moreover, few efforts were made by private-sector associations to 

influence government policy or suggest any measures to improve the response to HPAI. There still 

remain major information gaps on how an outbreak of HPAI would be handled and possible 

contingency measures for the public. Civil society organizations such as the Ethiopian Veterinary and 

Animal Production Societies are leading efforts in their annual meetings to develop appropriate 

policy measures to address HPAI, but efforts on the ground such as awareness creation and 

strengthening relevant support services remain low. 

                                                           

14
 It was also suggested that some measures, including the establishment of a stronger national quarantine system for the 

country at main entry and import points is required as the existing system is very weak in its capacity to deal with such 

problems. 
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5 Policy implications and conclusions  

Results of this value chain study have highlighted linkages and interactions characterizing the poultry 

value chain in Ethiopia. The poultry industry as a whole is dominated by the backyard system, with 

small (through growing) pockets of commercial broiler and layer producers concentrated in the 

central parts of the country in urban and peri-urban settings. Unlike in other study countries (Ghana, 

Indonesia, Kenya, Nigeria), there is significantly less diversity in the number (or importance) of 

intermediaries in the value chain. The backyard chain is a very simple chain involving few actors, 

with many interactions made directly between producer and consumer through live-bird markets: 

over 60% of backyard transactions are made this way. Traders are not very visible in the live-bird 

market, and they play a very modest role in the procuring and selling of chickens. On the other hand, 

they pose a biosecurity risk by their practice of collecting and assembling chickens from various 

locations. Still, the larger biosecurity risk from this chain is likely to be in live-bird markets 

themselves, which bring together poultry from various sources from farmers practicing little to no 

biosecurity on-farm. This is accentuated by the seasonality in demand present in the sector, 

particularly around Easter, that fuels periodic Newcastle outbreaks in the backyard sector. The 

amorphous governance relationships in this chain further restrict coordination that otherwise could 

serve to reduce the occurrence of disease.  

Value chains for commercial poultry have relatively more actors, including input and service 

providers, producers, traders, processors, feed millers and exporters. Larger-scale firms such as 

ELFORA and Alema Farms employ a vertically integrated production system whereby they control 

input provision, production, processing, and retail sale themselves. Smaller-sized commercial farms 

obtain inputs from larger farms or government sources, but are constrained in the quantities of 

inputs that they can purchase, limiting their further expansion. In these chains, market power is 

concentrated in the hands of the few major commercial producers located in Debre Zeit town, 

particularly on the input side. For small-scale commercial producers, traders play an important role 

as gatekeepers for market information. They also sometimes distort the market by signaling false 

alarms about diseases and are often thought to act in collusion. This may distort incentives for 

improving biosecurity among upstream actors and so may present an obstacle to establishing 

appropriate biosecurity standards.  

Biosecurity measures employed in the commercial sector are decided by individual firms and are 

variable in application. Few biosecurity regulations are imposed by the government on the industry 

other than limited services in the form of mandatory quarantine periods for imported chickens from 

abroad and some certification of the history of these birds provided from the country of origin. 

However, such regulations have very limited effect in stopping the introduction of disease as there 

are no guidelines regulating packaging equipment or containers in which chickens are imported, for 

instance. Indeed, there is already some suspicion among stakeholders that Gumboro disease is 

imported via contaminated containers rather than from the chicken itself. Further downstream, the 

ban on processing in Addis Ababa has created an informal, underground market for the processing 

of poultry products which does not adhere to high biosecurity protocols. These underground 

operations further distort the market by undercutting the prices of legitimate producers. Similarly, in 

the feed market, toll millers who blend feed from various sources also represent a potential vector 
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for disease, particularly given shortages of cheap, high-quality feed among small-scale commercial 

producers. This situation would suggest that the government needs to establish some timely and 

corrective biosecurity and biosafety measures, including monitoring and incentive structures, if the 

industry is to be sustainable. 

The greatest impacts of the 2006 HPAI false alarm were felt by medium-to-large-scale commercial 

farms as illustrated by the farm in Debre Zeit which culled about 50,000 birds as a result and due 

also to the market disruption, suffered losses estimated at 2.5 million ETB. In addition to the direct 

income lost by poultry farms, a number of workers were laid off work, including those in the service 

sector. At the same time, FGD revealed that poultry is not a primary source of livelihoods in rural 

areas. The general trend is for nearly all small-scale commercial farms, as well as backyard 

smallholders, to diversify their production into other enterprises such as dairying or horticulture to 

avoid major losses to their livelihoods.  

While the government was actively engaged in high-level contingency planning in response to the 

HPAI threat, no incentives or compensation were given to the producers who had culled all of their 

chickens during the false alarm. Moreover, almost no efforts were made by private associations to 

influence government policy or suggest improved measures for responding to HPAI that would 

better protect their interests; this highlights the limited strength of governance relationships in the 

sector. One dimension of weak governance is poor coordination within the sector with only a few 

commercial farms dominating access to information, contributing to major information gaps among 

actors in the value chain and the public more generally about the disease and possible contingency 

measures. Civil society organizations such as the Ethiopian Veterinary and Animal Production 

Societies have been trying to push for appropriate policy measures for HPAI, but these efforts have 

yet to translate into concrete changes.  

A number of key policy recommendations emerge from the study. First, biosecurity measures need 

to be improved across the entire value chain, starting from the sourcing of inputs from abroad. 

Stronger regulations and enforcement could play an important role in term of the risks posed by 

imported source material and toll milled feed, but this should be sensitive to the constraints faced 

by backyard and small-scale farmers. Indeed, the emergence of toll milling is in response both to 

growing demand for feed and limited supplies of domestically-produced products. However, 

competition from informal operators who produce at lower cost may reduce incentives for 

commercial producers to produce high-quality products. This suggests a need to improve the feed 

chain itself and possibly liberalize imports to provide cheaper, more accessible feed to the sector 

and in doing so, limit a possible source of disease infection. 

The generally weak linkages among the various stakeholders in the value chain increase the 

potential for the introduction and spread of HPAI and other diseases. Coordination in the sector, 

outside of vertically-integrated producers such as ELFORA, is almost wholly absent and trade 

associations lack any real power to organize the chain and, moreover, are beset with various 

conflicts of their own. Chain champions are required to better organize and coordinate market 

activity, but short of the self-contained, vertically-organized chains like ELFORA, it is difficult to 

assess how and where these champions might emerge. 
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As the market expands, compliance and enforcement of better standards will be required, 

particularly in live-bird markets in the traditional sector. This is partially a governance issue in terms 

of how to organize live-bird markets in a manner than provides incentives for better biosecurity by 

producers and traders alike. Stronger capacity is needed to improve and monitor the production 

practices of the various actors in the value chain. While the government played an important role by 

disseminating information during the false alarm, more active capacity-building endeavors will be 

needed to improve information flows regarding disease transmission, spread and risk factors. 

Associations could play an important role in this regard if they could be empowered to do so, with 

NGO and other third parties playing an important facilitation role.  
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