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Ethiopia’s Agricultural
Transformation: Agribusiness’
Contribution to Reducing Youth
Unemployment’

Tesfamicheal Wossen! and Seife Ayele?

Abstract This article explores empirical evidence on the relationship
between agricultural transformation, ownership structure of agribusinesses,
and employment creation in Ethiopia. It draws on secondary data to present
evidence of Ethiopia’s agricultural transformation, employment trends,

and the agribusiness sector’s contribution to employment generation.

The country’s agricultural sector has shown signs of transformation in the
form of both labour movement to the more productive manufacturing and
services sectors, and productivity growth through the commercialisation
and creation of agribusinesses. The findings suggest that the growing
number of agribusinesses are generating more jobs for youth but also
reveal a number of challenges to overcome, such as skills gaps, low pay in
the private sector, and inflexible land ownership and transfer processes.
The study suggests targeted policy reforms to incentivise efficient and
competitive private agribusinesses, and to address agribusiness-related
constraints, skills and wage gaps, as well as land ownership and rental
market constraints.

Keywords: agribusiness, private sector, youth, (un)employment,
agricultural transformation, land ownership, agriculture, labour
productivity, micro and small enterprises.

Introduction
Africa has the largest youth population (15-35 years old) in the world
(AfDB 2016), representing 35 per cent (approximately 420 million
individuals) of the continent’s 1.2 billion population. Each year,
10—12 million youths join the continent’s labour force (AfDB 2016; Fox
and Thomas 2016) but only 3 million formal jobs are created annually
(AfDB 2016). This mismatch between labour demand and supply in
the formal sector poses a significant challenge to policymakers as the
youth population is expected to double to over 830 million by 2050, a
phenomenon commonly referred to as the ‘youth bulge’ (Evoh 2012;
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AfDB 2016; Ayele, Khan and Sumberg 2017). In fact, in sub-Saharan
Africa (SSA), youth are three times more likely to be unemployed
compared to adults (AfDB 2016; Fox and Thomas 2016). Even among
employed youth, only 17 per cent are in paid employment whereas the
rest are engaged in vulnerable employment such as unpaid family work
and self-employment activities (AfDB 2016).

In Ethiopia, youth (persons aged 15—29) unemployment is a major
concern (CSA 2015a; Gebremariam 2017). Data from the Central
Statistical Agency also suggest that youth, particularly in urban areas,
are four times more likely to be unemployed than adults (CSA 2014).
Seventy per cent of youth live in rural areas where agriculture forms
the basis of livelihoods (Bezu and Holden 2014). In this regard, it is
critical to examine how the agribusiness sector — which encompasses
the full range of activities such as input suppliers, farm producers,

and agri-processors to wholesalers and retailers — could drive job
opportunities for youth, given the importance of Ethiopia’s agricultural
sector. As the country’s growing number of agribusinesses are
generating more jobs, understanding the role of agribusiness is also vital
as future employment generation and expansion are expected to be in
this sector (AfDB 2016; Moller 2015; World Bank 2016).

Prior to 1991, the private sector in Ethiopia played an insignificant role
in employing youth due to the government’s centralised recruitment
and deployment of employees to publicly owned companies (Blattman
and Dercon 2018). Moreover, nationalisation of land and large-scale
manufacturing and service industries by the 1974-91 socialist
government left a diminutive formal private sector, with a large
informal sector running alongside it (Ayele et al. 2016). In fact, during
this time, more than 75 per cent of the youth in formal wage work
were employed by the public sector (Krishnan 1996). Since 1991, the
government has undertaken two main reforms: (1) privatisation of
state-owned enterprises, and (2) giving special incentives to the private
sector to promote growth, in the form of subsidised credit services, tax
breaks, and preferential land leases (Moller 2015; World Bank 2016;
Blattman and Dercon 2018). Because of such incentives and other
factors, the number of privately owned agribusinesses has increased; for
example, the number of farms in the cut flower sector grew from five
to over 100 (Schaefer and Abebe 2015; Ayele et al. 2016). However, the
role that such private enterprises have played in creating employment
opportunities for youth is not well documented.

This article views agricultural transformation as: (1) within- and
between-sector productivity growth, and (2) a process that drives

job creation and economic diversification in agriculture-dependent
countries such as Ethiopia (Dercon and Gollin 2014; Ligon and
Sadoulet 2018; Diao, Hazell and Thurlow 2010). While between-sector
productivity growth, a term commonly referred to as ‘structural
transformation’, is driven by labour mobility out of the agricultural
sector (to high-productivity sectors such as manufacturing and services),
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within-sector productivity growth is driven by technological changes

as well as commercialisation of the agricultural sector (McMillan

and Rodrik 2011). As a result, productivity growth in the agricultural
sector 1s considered as central to development that is based on poverty
reduction and food security outcomes (see e.g. Irz et al. 2001; Dercon
and Gollin 2014; Ligon and Sadoulet 2018; Diao et al. 2010; McMillan
and Rodrik 2011; Gollin, Lagakos and Waugh 2014; Barrett et al.
2017). In this regard, previous studies (e.g. Christiaensen, Demery

and Kuhl 2011; Diao et al. 2010) have documented that agricultural
transformation, especially within-sector productivity growth, is effective
in reducing poverty since the agricultural sector is the largest employer
of the poor. For example, Christiaensen et al. (2011) reported that
growth in the agricultural sector is two to three times more effective in
reducing poverty compared to the same magnitude of growth in other
sectors of the economy in SSA.

Besides its role in poverty reduction, we see agricultural transformation
as the main driver of job creation for youth in many ways. Higher
productivity in the agricultural sector increases the supply of
commodities required by agro-processors; which allows agro-processors
and other industries to expand production and create additional jobs.
Since such industries are more labour-intensive, they might offer better
employment opportunities for the youth. In addition, agricultural
transformation leads to more diversified value chains and stronger
integration of producers into international, regional, and local markets
(Irz et al. 2001; Moller 2015; World Bank 2016). Further, because of
agricultural transformation, new institutional arrangements in the
contracting and marketing of agricultural products could emerge. The
emergence of such institutions along with increased local demand
creates new activities and consolidates value chains, which are important
drivers of job creation (O’Higgins 2017; Losch 2016; Ripoll et al.
2017). Despite the above theoretical assertions, the empirical evidence
on the relationship between agricultural transformation and youth
employment opportunities is very scant. This article therefore explores
this relationship using empirical data from Ethiopia. Specifically, the
article examines the extent of agricultural transformation in Ethiopia,
and the role the emerging agribusiness sector plays in addressing the
youth unemployment problem in Ethiopia.

The remainder of this article is structured in three sections. Section 2
describes the data sources and methodology used in the study. Section 3
presents and discusses the main findings. Section 4 concludes and
suggests some policy recommendations.

Methods and data sources
This article employs a quantitative approach that involves analysis of
agricultural transformation and youth (un)employment data. Main
sources include: (1) the World Bank Development Indicators (WDI)
database (World Bank 2018), which is used to generate and present
evidence of agricultural transformation; (2) the National Labor Force
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Surveys (NLFS) and Urban Employment Unemployment Surveys
(UEUS), which show current employment trends in Ethiopia; (3) data
from the Ethiopian Horticulture Producer Exporters Association,

and surveys on small-scale manufacturing industries and large-

and medium-scale manufacturing and electricity industries, which
examine the relative importance of the agribusiness sector in terms of
employment generation; and (4) Ethiopian Socioeconomic Survey (ESS)
data, which provide micro-level evidence on youth employment and
agricultural transformation. The ESS data contain detailed information
about farm and non-farm activities from 5,000 Ethiopian households.
The approach employed in the article provides correlations and
associations but not necessarily causal links.

Findings and discussion
Evidence of agricultural transformation in Ethiopia

Between 2005/06 and 2015/16, Ethiopia recorded a real gross
domestic product (GDP) growth rate of 10.3 per cent (Moller 2015).
During the same period, real agricultural output grew by approximately
8 per cent and the incidence of poverty declined from 43 per cent
to 29.6 per cent (Bachewe et al. 2018). The growth in agricultural
productivity was largely due to public investments in modern inputs
such as improved seeds and fertiliser, extension services, and the
development of agribusiness (¢6id.). As shown in Figure 1, agriculture
currently contributes roughly 37 per cent to GDP and 68 per cent
to employment. Between 1991 and 2016, the sector’s contribution
to GDP declined by 23 percentage points; however, despite this
significant decline, its employment share remained high, a clear sign
that the productivity of the sector is relatively low. Over the same
period, the employment share of the manufacturing and service sectors
increased by 8 percentage and 17 percentage points respectively.
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Labour productivity in the agriculture, manufacturing, and service sectors,
1991-2016
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The contributions of the manufacturing and service sectors to GDP also
increased during the period, by 15 percentage and 14 percentage points
respectively. The changes in these two sectors, and the agricultural
sector’s reduced share of employment and output, are indicative of
structural transformation in the country.

Figure 2 shows that real value added per worker, which measures labour
productivity, increased steadily across all three sectors during the same
period:® labour productivity in the three sectors grew by an average

rate of 5.9 per cent.* However, labour productivity in the agricultural
sector 1s still low compared to other sectors of the economy, with the
manufacturing and service sectors showing 3.6 and 4.2 times higher
productivity respectively in 2016; in the literature this is commonly
referred to as the agricultural productivity gap (McMillan and Rodrik
2011; Gollin et al. 2014).> However, recent evidence (McCullough 2017)
suggests that the large productivity gap between the agricultural and
other sectors of the economy is due to differences in hours worked
across the sectors. McCullough’s results suggest that agricultural workers
supply fewer hours of labour per year than do workers in other sectors,
underscoring the prevalence of underemployment in the agricultural
sector (1bid.). Therefore, efficient agribusiness, that has a potential to
reduce underemployment, would be as productive as the manufacturing
and services sectors.

Further breakdown of the overall labour productivity growth from

1991 to 2016 by the World Bank suggests that 17 per cent was due to
structural change (labour mobility from agriculture to other sectors);

72 per cent was due to rising labour productivity in the agriculture,
manufacturing, and service sectors; and 11 per cent was due to changes
in the employment rate and demographic structures (Moller 2015).
Opverall, the results suggest evidence of both within- and between-sector
productivity growth.
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Youth unemployment rate in Ethiopia, 1999-2013
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Status of general and youth unemployment in Ethiopia
Records show that between 1999 and 2013, the general unemployment
rate in Ethiopia declined from 9 per cent to approximately 5 per
cent (GSA 2014). The unemployment rate in rural areas is quite low
(below 3 per cent as of 2013), due mostly to the prevalence of unpaid
family work and self-employment activities; however, CSA (2014) data
suggest that 27 per cent of the employed individuals in rural areas are
underemployed. Urban unemployment is much higher (approximately
20 per cent in 2013). In Ethiopia, only a very small percentage of
individuals work in paid employment, particularly in the rural areas.
Those who are not in paid employment are either self-employed or
unpaid workers in family ventures. According to CSA (2015a), at the
national level, only 10 per cent of people are in paid employment.

This composition is different between urban and rural areas: in

rural areas, only 4 per cent of the employed individuals are in paid
employment whereas this rate is approximately 45 per cent in urban
areas. While the share of self-employment is largely similar (40 per
cent in rural areas and 39 per cent in urban areas), the share of unpaid
family work is disproportionately higher in rural areas (55 per cent)
compared to urban areas (13 per cent). The unemployment problem
in the country seems to be largely an urban phenomenon, with the
high urban unemployment rate due mostly to high job-searching
costs, mismatch between labour demand and supply, high rural-urban
migration, and skills mismatches (World Bank 2016).

Since the manufacturing and service sectors are more skill-intensive
than the agricultural sector, the higher rate of urban unemployment
might be due to a lack of skilled job seekers. However, data from CGSA
(2015a) suggest an inverted-U relationship between unemployment and
education. Unemployment is relatively lower among the less-skilled
and highly skilled individuals compared to those with primary and
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secondary school qualifications. In fact, the rate of unemployment is
the highest among secondary school certificate holders. Further, most
urban unemployed individuals (approximately 40 per cent), have been
unemployed at least for a year (ibid.).

Youth unemployment is very high in urban areas and among women
(see Figure 3). Between 1999 and 2013, the youth unemployment rate
in urban areas declined from 32 per cent to approximately 20 per cent.
In the same period, the rate in rural areas declined from 5 per cent

to 3 per cent (GSA 2014). Like the general unemployment problem,
youth unemployment is also an urban phenomenon. In addition to
unemployment, underemployment is also a major challenge among
youth;® in fact, those employed in urban areas are mostly engaged in
the informal sector. In 2013, 25.8 per cent of the urban employed
individuals were in the informal sector, reduced from 50.6 per cent in
1999, and 38.5 per cent in 2005 (CSA 2014).

The role of the private sector in addressing the youth unemployment
challenge
The development of the private sector can be key in addressing the
youth employment challenge (Broussar and Tekleselassie 2012). For
example, of the urban employees engaged in paid employment, only
20 per cent are employed in the public sector (World Bank 2016).
According to GSA (2015a), a comparison of the skill sets of employees
in the private and public sector suggests that the public sector is more
skill-intensive than the private sector. For example, approximately 62 per
cent of the employees of the public sector hold at least post-secondary
educational qualifications in comparison to 14 per cent in the private
sector. The share of unskilled employees in the public sector is close to
zero, while this share is approximately 18 per cent in the private sector.
Further, about 32 per cent of private employees hold only primary
education, while this rate is only 12 per cent in the public sector (ibid.).

Macro-level evidence on agricultural transformation and youth
employment
In this subsection, we provide macro-level evidence focusing on the
cut flower sector and micro and small enterprises (MSEs). We focus on
these two sectors as they represent the agribusiness sector that emerged
from agricultural transformation. As discussed below, these sectors are
involved not only in primary production but also in value addition.
They are also well-integrated into the international market. Besides, the
jobs created in these sectors are mostly paid and full-time.

The floriculture sector in Ethiopia
An important feature of agricultural transformation is within-sector
productivity growth, driven by the agribusiness sector. An example
of such transformation is the floriculture sector in Ethiopia, which
has shown remarkable growth in the last 20 years. Between 2002 and
2016, the number of flower farms increased from five to over 100.
This growth was mostly due to favourable government policies such as
exemptions from paying income and export taxes and import duties,
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Jobs created by micro and small enterprises in Ethiopia, 2013/14

Industry group

Food produce (excl. grain mills)
Grain mill

Textiles

Wearing apparel, drying of fur
Leather products

Wood products (excl. furniture)
Non-metallic minerals

Metal products

Machinery and equipment
Furniture

Others

Total

Employees permanently

No. of lish
o. of establishments employed (%)

No. of employees

25,430 373171 415
35,430 540,339 35
3,416 49,280 47
18,199 246,062 40
113 16,182 44
1548 13,348 38
1,709 29,155 39
12,531 182,115 37
58 941 31
17693 289,853 35
182 3,024 38
117309 1,743,470

Authors’ own, based on CSA (2015¢).

as well as better access to credit from banks (Schaefer and Abebe 2015;
EHPEA 2018).” In addition to local private entrepreneurs, a good
number of these farms are owned by foreign companies (mainly from
the Netherlands, the United Kingdom, Israel, and India).

This sector is largely labour-intensive, especially during the processing
and post-harvest phases, and mainly requires less-skilled labour
(Schaefer and Abebe 2015). As a result of this growth, a significant
number of jobs were created for less-skilled individuals. Current
estimates suggest that, over the past 15 years, the flower farms along
with fruit and vegetable farming created an employment opportunity
for more than 180,000 individuals (EHPEA 2018). Approximately

85 per cent of the jobs created in the cut flower sector are taken up
by women, and due to the labour-intensive nature of these jobs, most
of the employees are the youth (ibid.). To put this into context, in
2016/17, the all-time employment record for the textile sector was only
49,280 individuals. Another interesting aspect is the striking difference
in labour—land ratio between these agribusiness and large-scale
commercial farms in Ethiopia. According to CSA (2017), the average
household landholding in Ethiopia is 1.38 hectares. Given that the
average household size in rural Ethiopia is 4.8 persons, a hectare in

a smallholder system supports at least four people, which is mostly in
the form of unpaid family labour. Large-scale farms create only 0.05
permanent jobs per hectare and 4.9 jobs for temporary workers (Alj,
Deininger and Harris 2017). However, a hectare in the flower, fruit,
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Ouwnership structure of agriculture-related MSEs in Ethiopia, 2013/14

Industry group Private (%) Partnership Share ) Limited Cooperatives Government
(%) company (%) company (%) (%) (%)
Food produce (excl. grain mills) 91.24 5.85 0.38 019 1.89 0.23
Grain mill 88.04 867 014 01 0.89 0.05
Textiles 83.20 799 2.20 0.56 5.80 0.26
Wearing apparel, drying of fur 90.95 4.91 0.31 0.26 232 0.36
Leather products 71.16 2111 1.44 072 422 0.00
Wood products (excl. furniture) 7726 11.43 2.58 0.00 762 0.00
Furniture 6707 19.43 0.49 0.76 11.56 0.06
Average 86.1 10.9 0.6 0.3 21 0.04

Authors’ own, based on data from CSA (2015¢).

and vegetable farming sector supports approximately ten individuals
through paid employment. This suggests that the floriculture sub-sector
1s playing a significant role in creating paid jobs for youth. It also
generated US$245 million in export earnings in the 2016/17 fiscal year
(EHPEA 2018).

While the jobs in this sector are attractive at a managerial level, the

pay is rather low at the entry level. As of 2013, the average monthly
salary at the management level was 8,258 Ethiopian birr (approximately
US$450) while the pay for production workers such as land preparation,
fertilisation, and harvesting was only 760 Ethiopian birr (US$40)
(Schaefer and Abebe 2015). Blattman and Dercon (2018) also reported
that the working conditions in the cut flower sector are unpleasant and
hazardous to health. In addition, the sector is facing several challenges.
For example, accessing suitable land close to the airport is a challenge
(Schaefer and Abebe 2015), and power outages, especially during
storage, have resulted in significant revenue and job losses (Schaefer and
Abebe 2015).

The agri-food processing sector
As part of the so-called ‘micro and small enterprises’ (MSEs),
the agri-food processing sector has contributed significantly to
alleviating the unemployment problem in Ethiopia.? The small-scale
manufacturing industries survey of 2013/14 shows that 1.7 million
people were employed in this sector at the time (see Table 1). The
top three employers were grain mills, food processing industries, and
manufacturers of wearing apparel and the drying of fur. In fact, more
than 85 per cent of the jobs in MSEs were created by enterprises related
to the agribusiness sector.

The data further suggest that from the 117,000 MSEs registered at the
time, more than 70 per cent were engaged in activities directly related
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to the agricultural sector. In addition, 38 per cent of the employees in
this sector were permanent paid workers while 22 per cent were in paid
apprenticeships (CSA 2015¢). Compared to small-scale enterprises,
large- and medium-scale industries are largely ineffective in creating job
opportunities (GSA 2015b). For example, in 2013/14, only 0.3 million
individuals were employed by such industries. Thirty-nine per cent of
these industries are in the agricultural sector (27 per cent in the food
products and beverages sector and 12 per cent in the furniture industry),
again suggesting the important role of agriculture-related activities.’

Table 2 presents the ownership structure of agriculture-related MSEs.
More than 86 per cent of the small-scale industrial establishments are
owned by private individuals, whereas government ownership is very
limited. This suggests that the private sector is the major employer of
individuals in the MSE sector. Another important driver of job creation
is trade in agriculture-related activities: data from CSA (2014) suggest
that a significant number of individuals — approximately 5.4 per cent
of employed individuals in Ethiopia — are engaged in wholesale and
retail trades, mostly for cereals. This rate is much higher in urban areas
(20 per cent) compared to rural areas (2.9 per cent). This suggests that,
as agricultural transformation intensifies, jobs can be created along the
value chain.

Improving value addition remains an important area of intervention.
For example, while high-income countries have a value addition of
US$180 per tonne for agricultural products, African countries’ value
addition is only US$40 per tonne (World Bank 2016). In addition,

the sector is also facing significant credit, land, and electricity-related
constraints. The 2013/14 small-scale manufacturing industries survey
identified the most important obstacles faced by agribusiness and the
MSE sector to be: access to finance and land, shortage of electricity and
water, as well as a lack of sufficient market information. In this regard,
re-organising the agribusiness sector into special cluster zones would
create areas where different types of agribusiness are agglomerated into
one area. This would facilitate marketing and distribution and improve
the supply of infrastructure and electricity-related services, which are
critical in increasing productivity. As productivity increases, more jobs
will be created for the youth in the agribusiness sector.

Micro-level evidence on the role of the private sector and youth
employment
Here we provide further evidence on the relationship between
agricultural transformation and youth employment using ESS data
(CSA 2017)." We draw employment rates from microdata, based on
the following question: ‘At any time over the last 12 months, were
you employed in any kind of job, including part-time labour, for
wage, salary, commission or any payment in kind, for anyone who
1s not a member of the household?’ This question 1s mostly about
paid employment (i.e. excluding self-employment and unpaid family
work). Our analysis suggests that 8.7 per cent of the respondents were
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Paid employment in Ethiopia by sector, from the 2015/16 ESS data

Type of employer All Youth

Main employers Total (%) Total (%) Rural youth (%) Urban youth (%)
Private company 23.93 25.81 20.90 2740
Private individual 24.15 3150 23.30 34.20
Government 43.66 3740 4570 34.70
State-owned enterprise 321 2.66 5.40 1.80
Church/religious organisation 2.90 1.30 150 1.20

Authors’ own, based on data from CSA (2017).

in paid employment, which is close to the country’s 10 per cent paid
employment rate (CSA 2014). When the ESS data were disaggregated
by location, and youth status, we found some interesting results. Only
2.9 per cent of the respondents in rural areas were engaged in paid
employment; however, this rate was 12.5 per cent in small towns and
24.2 per cent in medium and large towns. According to the survey,

8.6 per cent of youths were in paid employment (3.3 per cent in rural
areas and 18.2 per cent in urban areas). Table 3 shows that for the
sample as a whole, 48 per cent of paid employment came from the
private sector (both companies and individuals) and 47 per cent from
the public sector (both government and state-owned enterprises).
Fifty-seven per cent of the paid youths were employed in the private
sector, with 44 per cent in rural areas and 62 per cent in urban areas.
This suggests that the private sector is playing a critical role in reducing
youth unemployment in Ethiopia.

Despite the importance of the private sector in terms of job creation,
the average wage paid by the private sector is much lower than public
organisations. According to the ESS data, the average pay per hour in
the government sector was 32 birr, whereas the rate in the private sector
was 15 birr. However, public sector employees had a higher level of
education; for example, 4.5 per cent of the youth employed in a paid
government role had only a primary education qualification, whereas
this rate was 41 per cent in the private sector.

Finally, as the youth population is set to grow, and with 70 per cent of
the youth living in rural areas, addressing key constraints, especially
those related to land would be vital. Empirical evidence also suggests
that landlessness among rural youth is increasing (Kosec et al. 2017,
Bezu and Holden 2014). In fact, attracting youth into agribusiness
requires addressing land-related constraints (AfDB 2016; Kosec ¢t al.
2017; Bezu and Holden 2014). Even though Ethiopia’s land tenure
and inheritance laws guarantee equal land acquisition and use rights
for all rural citizens wishing to engage in agriculture, youth typically
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Land ownership by age group, from the 2015/16 ESS data

Age group % access to land
<15 0.07
Youth (15-29) 4.2
30-64 46

>64 93

Authors’ own, based on data from CSA (2017).

rely on inheritance and informal rental markets to access land (Kosec
et al. 2017; Bezu and Holden 2014). However, the average farm sizes
of smallholders have declined over the last decade and relying on
inheritance is becoming less feasible. In fact, only 3 per cent of young
women in Ethiopia have access to land (Bezu and Holden 2014). Due
to limited formal land market opportunities, the youth can neither
buy nor rent land on a long-term basis from other farmers. Therefore,
there is a vital need to address land market-related constraints. In
fact, previous studies (e.g. Bezu and Holden 2014) have suggested

that young people in Ethiopia abandon agriculture due to limited
access to agricultural land. Similarly, Kosec ez al. (2017) documented
that youth’s high expectation of land inheritance negatively affects
rural-urban migration and employment in the non-agricultural
sector. In particular, their results suggest that a 10 per cent increase in
inheritance size reduces rural-to-urban migration and employment in
the non-agricultural sector by 4.8 and 4.1 per cent respectively. Table 4
shows land ownership in Ethiopia by age group, based on the ESS data
(GSA 2017). The data show that only 4.2 per cent of the youth own
land. Therefore, institutional arrangements and land market reforms
that improve youth’s access to land are crucial, if youth are to be the
drivers of agribusiness.

Conclusion and policy recommendations
The evidence presented in this article suggests signs of agricultural
transformation in Ethiopia, in the form of both labour movement
to more productive sectors such as manufacturing and services,
and productivity growth through the creation of agribusinesses.
In particular, labour productivity growth, especially within-sector
growth, has been strong. However, modernising and improving the
productivity of the sector needs to push forward as large productivity
gaps remain when compared to the manufacturing and service sectors.
High unemployment remains, despite the emerging transformation,
especially in urban areas and among youth. The impact of agribusiness
development on youth employment outcomes was positive — as
agribusinesses have expanded and grown, more jobs have been created
for the youth. However, it was found that the jobs created in such
private enterprises were low-paying and less skill-intensive. There are
also major barriers related to access to electricity and suitable land that
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need to be addressed to ensure, firstly, that agribusinesses can continue
to create jobs for young people and, secondly, that the youth are in

a position to take them up. Inflexible land transfer and ownership
processes have limited youth’s access to land.

Based on these findings, we make the following policy recommendations:

Investment in infrastructure: A considerable number of jobs are
being lost in the agribusiness sector due to infrastructure and power
outages. Improving existing infrastructure and continued investment
would make agribusinesses more competitive and reliable.

Improve productivity of existing and new agribusiness: Special
agricultural cluster zones would create areas where different types

of agribusiness are agglomerated into an area. This would facilitate
marketing and distribution and improve the supply of infrastructure and
electricity-related services, which are critical in increasing productivity.

Address the wage and skills gap: Since the jobs created in the
agribusiness sector are largely low-paying and less skill-intensive, the
following interventions could help to improve the pay for work in the
private sector:

Introducing minimum wages in the private sector;

Unionisation of the workforce could improve the bargaining power
of the youth for better wages;

Provision of employment and skill services could reduce a mismatch
between job seekers and suppliers. Improving the skill set of existing
employees through on-the-job vocational training would also be
crucial.

Improve the youth’s access to land through policy reforms to
support them to be drivers of agribusiness, including mechanisms that:

Allow landowners to transfer their land use right to others, especially
for the youth who wish to engage in agribusiness-related activities, by
sale or in exchange;

Relax restrictions on long-term rental markets.

In conclusion, as Ethiopia moves towards further privatisation, the
government needs to launch an agribusiness strategy with the aim of
exploiting the opportunities that may arise from agricultural and value
chain transformations.
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Notes

* This issue of the IDS Bulletin was produced in partnership with
Mastercard Foundation.

1 International Institute of Tropical Agriculture (II'TA), Kenya.

2 Institute of Development Studies, UK.

3 Since our focus is on employment share, we focus on labour productivity
instead of other productivity measures such as land productivity.

4 Calculated by weighting labour productivity in each sector by the
labour share of each respective sector.

5 The focus of this article is not to examine the causes of this
productivity gap but to understand the extent to which (1) such
productivity gaps shape youth unemployment, and (2) labour
productivity growth within the agricultural sector (however small it
may be) affects the development of agribusiness (e.g. textile, flower,
garment, and brewery companies, etc.).

6 Defined as the proportion of workers who are available and ready to
work more hours.

7 http://ehpea.com/Generallnfo.aspx#medialink.

8 The Ethiopian government designed the Micro and Small Enterprises
Development Strategy in 2004. MSEs are those industries engaging
fewer than ten persons and which use power-driven machinery.

9 Another sector that we could have considered would be the input
supply sector (fertiliser and improved seed), but the public sector 1s
still the main player here and data are not available on jobs created
in this sector. However, as agricultural transformation has intensified
in the country in the past few years, a significant number of jobs may
have been created by the input sector.

10 The ESS data are collected by the Central Statistical Authority (CSA)
of Ethiopia and the World Bank Living Standards Measurement
Study-Integrated Surveys on Agriculture (LSMS-ISA) team. For this
article, data from the 2015/16 survey round are used. These data
contain detailed information from approximately 5,000 households. Of
these, 66 per cent are from rural areas and 9 per cent from small towns.
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