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Abstract
Karuturi global company is an Indian company thavests on rose

flower investment in Kenya as well as in Ethiogdiae company ranks
as one of the largest investors in the agricultisattors especially on
the floricultural investments. Karuturi has leasemwre than 300,000
hectare of land in Ethiopia, about one-tenth of tb&al amount of
land that the government has made available to damand foreign
investors. The Surya blossom flower industry wasbéshed by
Karuturi global, it started its operation by leagir876 hectare of the
land and registered 531,150,000ETB capitals. Thigdys aimed to
analyze the economic impact of underperformanceratpa in

Suryablossoms (Karuturi) flower industry on the reunding

community. In the study, the researcher used dasezi analysis and
simple random sampling technique. The primary datataken from
the residents of that area with direct interview 9§ farmers who
leave their land due to this investment projecttBa basis of the
findings, when the agricultural products forgoneeawalued in
monetary unit the study used 700 ETB and 950 EERage prices of
Teff and peanut per Quintal respectively for thestpaix years.
Depending on this average prices, if we consideh lszenarios of
agricultural product (Teff and Peanut), 811,043,6TB are forgone
for the past six years due to the establishmefuoyablossom flower
industry. During 2007, 2008, 2009, 2010 the expargone per weak
due to underperformance operation of this flowedustry is

20,439,685.71ETB,19,715,376.12ETB,19,074,445.29ETB  and

18,687,455.49ETB respectively. But after 2012 theyablossom
flower industry stopped the export of cut flowes A result the
country has forgone 21,311,699.7 ETB per whmkthe past two
years, which can be summed up to 2,067,234BIB. It is

therefore recommended that there should be clo#ewfoup and

monitoring performance of the operator and guaranter the

government that cut flower industry operates aseted. In addition,
it should transfer the land back to the perviousmars of the
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land and provide appropriate economic compensatiming the
transfer.

Keywords: Economic impact, underperformance in flower irimreant,
Suryablossom

1. Introduction
1.1. Background of the Study

Horticulture is the study and science of plantigation including the
process of preparing soil for the planting of sed¢dbers, or cuttings.
Floriculture is an area of study under horticultaral it includes the
production and making of floral crops (Wikipedi#).the year 1700,
formal cut flower production became establishedNatherlands with
the developments of green houses. As transportatnpmoved, cut
flower production became increasingly concentrategshr major
metropolitan areas. The development of air trarispod refrigerated
trucks greatly accelerated the concentration of the flower

industry and allowed it to move to areas with thestbclimates
for optimum production cost (Wikipedia).

Globally the demand for and consumption ait dlower is

increasing considerably, the investment on fldtiwe sector is
characterized by high labor and land intensity,séhdactors are
required high cost in developed country this cregp@ortunity to
most developing nations. Ethiopia is endowed wiik tonditions
required for a successful flower industry i.e.fllad at high altitudes,
a cool climate, low cost labor, and proximity to joramarkets,
international airport near to the production ardasEthiopia flower
production for commercial purposes started in tB801s.The state-
owned farms were the first flower farms of theindki but as private
flower farms started coming up in the 1990s, statens started to
decline, the pioneer in private sector were MesheWwer plc a local
company established and began operation in 1983flthver farm is
located in Meki, 160 km s south of the capital cAgddis Ababa. Next
to Meskel-Flower plc Ethio-Flora is the second atevs flower farm,
which established in Battu, 98 kms south of AddibaBa. Both
farms are Ethiopian owned and produce summer flowéeld

produced) such as alliums, and carnations for éxpmrEurope
markets. Initially, the farms recruited domesticpestise mainly
former state owned flower farm employees. But Meskwer
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recruited a production manager from Kenya. Bothmfarreceived
support from the Europe, to employ consultants doperiod from
Kenya and the UK (Michiko and Mullu, 2010). In Eipia the flower
investment has shown a very dramatic growth egpassing most
African nations that have an established operatiomg before
Ethiopia start growing flowers. This was due to thet that Ethiopia
located in horn of Africa with geographical proxtgnto Middle East
and Europe, provides the investor with parallel easc to
floricultural market, there is a favorable climatand and labor in
Ethiopia which help the country to expand this geend use their
comparative advantage. In addition to the abovsoresa for the faster
growing of horticultural investment in Ethiopia tkeis investment
incentives for investors who interested in the ibatural sector, due
to those reasons that Ethiopia is implicitly witeed by the alarming
increasing number of local and foreign investorthia sectors.

Ethiopia is known the second largest flower exportAfrica after

Kenya and the fourth largest flower export in therld (Ethiopian

horticultural agency), in Ethiopia flower are pregd in modern farms
around Addis Ababa and in rift valley. From thesertigultural

industries Suryablossoms plc, which is located aqutBwest Shewa
(around waliso), is the second largest flower itwesnt industry in

Ethiopia. This company was owned by Karuturi glolbd| the Indian

multinational corporation that made its nanme the global cut
flower industry and recently acquired more thar0,800 ha in

Ethiopia to produce flower for foreign markets, Wnthis company
was in massive declaration and much of Karuturisresas operation
was shut down & seized by creditors.

1.2. Statement of the Problem

In developing countries, diversification into highlue agricultural
exports has become a key means of linking the dpired nations to
global product markets and the cut flower sectglasing a major
role in linking economy of developing nationto global market.
Most developing nations which have geographic athgentake this
sector as a means to achieve rapid economic gr@hflowers are
often taken by national governments and internatiaievelopment
agencies like World Bank as alternatives to trdpacaps like coffee,
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bananas, and palm oil (Gudeta, 2012). Like otheveldping
countries, few agricultural products dominate th@an export items
of Ethiopia such as coffee that earn very small @am® foreign
exchange in the international market. This factlscdbr export
diversification. Due to this reason, the Ethiopgovernments try to
increase the kinds of export items and searchimgmarkets for both
the existing and new items and this lead to in&dhse importance of
floricultural sector in Ethiopia (Assafa and Go&#14). Technical
Paper on the global competitiveness of the Kengavdl industry
argued that a commercial horticulture sector negdsernment
policies that provide an environment in which tkeeter can survive. It
does not need direct intervention from the govemmén its
activities rather government should recognize theedn for a
vigorous private sector as the engine of commegri@aivth. Similarly,
the study conducted by Nicolas and Margaret (208t4ed that
different factors can be forwarded to enhance tiogvth and success
of horticultural exports. Those are a realistic lextge rate, stable
policies, a good investment climate, competitiiennational transport
connections, institutional, and social links witlankets in Europe and
continual experimentation with the market instias to link farmers
and exporters. According to the technical papethencompetitiveness
of Kenya infrastructure, investment, institutionahd innovational
activities are the major areas in which the goveminshould involve
in order to promote the floricultural sector. Inhipia, the economic
advantage of flower investment is increasing oweetwith different
perceptions regarding the economic impact of tbdas. According to
the study conducted by Beza, 2012, the floricultsegtor is the major
sector, which enhances the economic developmetetrins of foreign
exchange and employment creation. The Ethiopiaremgorent was
unaware of the major opportunity offered by thiglustry and not
provided specific support until the end of 2002 (M2007).After
this time the government is providing different entive to the
floricultural sector and tries to capture the compige advantage of
this sector. Even if the Ethiopian government hesated a very
conducive environment for floricultural sector, mgafloricultural
investments have failed and they are in rehabdmaprocess (Gebre,
2010).
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The failure or the underperformance fbdricultural investment
was due to different reasons. Many studie® stdferent causes for
failure and underperformance of this sector in &ita. For example,
the study conducted by Gebere in 2010 had trieddescribe
underlying cause of business failure of floricudtuinvestment in
Ethiopia and he has stated: lack of managemeritaskil experience,
economic related problem such as inflation and argh rate as the
causes for the failure of floricultural investmerBsrhanu (2006) also
stated shortage of capital, poor banking systemgoc&ottlenecks,
shortage of chemicals and fertilizer and flowerkpag problem as the
main problem of cut flower industry in Ethiopia. &lother major
causes of failure and underperformance operationcut flower
industry are the perishable nature of the cut flswthe bureaucratic
customs, and bank formalities in Ethiopia. Thossbfems hindering
the quality and competitiveness of cut-flowers sextin the
international market and this lead to the failunel anderperformance
of this sector (Assefa and Gosa 2014). The cutdlsvare sold in the
world market where the market prices fluctuatediwihg the action
taken by internationally prominent flower supplie(®ulu and
Michiko 2010). This also has the capacity to hinither growth of this
sector. The failure and the underperformance o tector have
negative consequence on the economy of a countdy an the
surrounding community by minimizing the economimicioution of
this sector. The creation of employment opporturatyd foreign
exchange are the major economic contributions ettit flower sector
(Hiame2012).

Due to the importance of this sector for the ecopaithe country,

many studies have been conducted on the performahé&ghiopian

flower industry. For example Telaye (2012), hasdrio show the
performance of Ethiopian cut flower industry. Howewthere are few
studies have actually been conducted on problenfadéd and

underperformed flower investment projects. For egxam Geberie,
2010, had tried to describe underlying cause ofinegs failure of
floriculture investment in Ethiopia. But the studges not investigate
the economic impact of the underperformed flowaesiment on the
surrounding community and at all no studies tookce$ that
determine the economic impact of underperformanperaiions of
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Suryablossom flower industry on surrounding comriyutiut this
study will try to analyze the economic impact ofdarperformed
flower investment projects on surrounding commusggcifically the
case of Surya Blossoms flower industry.

1.3 Objective of the Study
1.3.1. General Objective

The overall objective of the study is to analyze #tonomic impact
of underperformance operation in Suryablossoms Uta) flower
industry on the surrounding community.

1.3.2.Specific Objectives

» T o investigate agricultural production forgoner(gear) due to
the establishment of the project.

» T o determine opportunity forgone In terms of exgord job
opportunity forgone due to the underperformanceatfmn of this
project.

2. Research Method

2.1 Source of the Data and Methodology

In order to achieve the objective of the study betimary and

secondary data sources are used. The primary date@aken from the
residents of that area with direct interview of f@@mers who leave
their land due to this investment project. Thosentas were selected
from three kebeles by using the technique of simatelom sampling
technigue. When this technique was, applied thi&@e farmers are
selected from Sengelle hale Mariam kebele, thigight (38)

farmers are selected from Marubebeli kebele, anty foine (49)

farmers were selected from Worebubarrio kebelethis case the
number of farmers from each kebele is proporticmahumber of

farmers those leave there lands for this indusliiye secondary
data are obtained from different published and bhplied materials
including different researches and reports of weri@rganizations
such as Ethiopian horticultural producers and ex@®sociation,

Ethiopian horticultural development agencies andn@ya Investment
Bureau. Simple random sampling technique is appdiedi descriptive
technique of presentation is employed by using l&bugraph

presentation and percentage computation.
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2.2 Significance of the Study

The flower industry have a great role in order tmpiove

economic welfare of country it provided foreign mcy and job
opportunity for money uneducated labor forces. Wrmkrformances
of this sector was lead to lo loss of the aboveaathge and it also
leads to the increase of ideal resources. Hendg,stdy tries to
investigate the economic impact of failure in Sbigasom flower
industry on surrounding community, it is very caldio conduct this
study because it provides overall knowledge abtgt ¢conomic
impact of underperformance in floricultural secttralso indicate the
path that the government should follow to take etioa in ordered to
provided remedy to the failed flower investmentjgcts. It will also

serve as an additional reference for further studthis sector.

2.3 Scope of the Study

This particular study focuses only on the situatanSuryablossom
flower industry ,although the problem pertain tb @aler the country
and only the economic impact of failed in this iatty on surrounding
community considered. The flower investment has a
negative impact on environment but the study carsttie
underperformed flower investment project and therenomic impact
on the surrounding community and economy of a agunt

2.4 Limitations of the Study

Two major constraints encounter the researcherewmbdertaking the
study. The first one is categorized under the hepdf lack of time,
finance, as well as appropriate data. BecauseeasetHimitations, it
would be hardly possible to collect primary dateonir the
surrounding community of the Suryablossom flowerduisiry.
Although it is unquestionable that this is very omant to determine
the economic impact this flower industry on surming community,
it is very difficult, as it requires a longer tina@d huge financial costs
(mainly transportation cost).

Another limitation of this study is that lack of @ppriate data from
the respective kebeles and zones officials becafugeir bureaucratic
processes of not want to reveal their fault.

7 Research and Knowledge Management Offica.d¥18ry’s University



Proceedings of thé'9Annual National Student Research Forum, July 2015

3. Data Presentation and Analysis

3.1 Description of Suryablossom/Karuturi Flower Industry

Karuturi Global Itd is owner of Suryablossom flowiedustry. This

global company is an Indian company that investsrase flower

investment in Kenya as well as in Ethiopia, rank®ae of the largest
investors in the agricultural sectors espéciain the floricultural
investments. Karuturi has leased more than 300,086tare in
Ethiopia, about one-tenth of the total amount ofdlathat the
government has made available to domestic and giorevestors.
The Surya blossom flower industry was establishedKaruturi

global company in Southwest Shewa, Woliso Woredatdiing

permission from Southwest Shewa Investment Offitel$99 E.C.
The industry has started its operation by leasiig l3ctare of the
land and registered 531,150,000 Birr capitals.

3.2 Data Analysis

3.2.1 General Characteristics of Sample Respondents
Suryablosom/Karuturi flower industry has started investment
project by leasing 376-hectare land. Before thalkdishment of this
industry, 451 farmers owned this land. Out of thialtfarmers, those
leased their land due to this investment projdut study selects 90
farmers randomly.

On average, each household has 6 (see tablenily fzes.
According to the survey result, 56.7 percent adltsample respondents
have 1-5 family size, 56.67 percent of total resjgots have 6-10
family and the remaining 4.44 percent have grethian ten (>10)
family size.

Table 1: Average Age of the Respondents and Fami§ize

49 13 26 78

6 3 1 14

Source: own field survey, June, 2015

On average, the age of the sampled respondenthred¢ kebeles
is 49 years old. This may reveals that, most offénmers of those
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kebele are adult. According to the survey of thedgtmost of the
respondents are in the range of 46-65 years, ab®upercent of
sample respondent are in this range,31.11 percénsample
respondent are in the range of 25-45 years andgef&gnt are in the

rage of 65-80 (see figure 1).

Ficure 1: DISTRIBUTION OF SAMPLE RESPONDENTS BY AGE

65-80 h 5.56

25-45 31.11

Source: own field survey, March, 2015

Our survey result indicated that over 92 percernthefrespondents are
male-headed farmers and the remaining 8 percentearale-headed

households (see Figure 2). Most of them are farrttesse get this

land by THADISO (the soldier during the Dergue negiget the land

by this mechanism) this implied that they did nawvé another land

without this land.

FIGURE 2: DISTRIBUTION OF SAMPLE RESPONDENTS BY SEX

B Male

B Female

Source: own field survey, March, 2015
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3.3 Assessments for Economic Impact of Underperforamce
Operation in Suryablossm/karuturi Flower Industry

This company was established in 2007, by leasing I35ctares of
land for floricultural investment, but up to 201Re size of the land
used by this industry was only 48 hectares. Aftely 2012, the

company stopped the production of cut flower ah@ab hectares are
seat as idle resource.

The industry did not operate by their full potehtaéand it did not
provide the expected j ob opportunity for surroumggi community and
expected foreign exchange for the economy of a tecpuriThe
company also did not provide the social service thay promise to
provide when they take the land. In 2013, SouthwBsewa
Investment Office took 220 hectare from the compaay a
punishment and reserved it in land bank. Curretitéy size of land
under this company is 156 and the number of emplayethis
industry is 173. Even though 156 hectares are owmedt, 376
hectares of land is seat as ideal resource dugetproblem related to
underperformance operation of Suryablossm/Kardlmnier industry.

3.3.1 Agricultural Production Forgone per Year due to the
Establishment of the Suryablosm Flower Industry

Even though large-scale investment in floricultusgctors play
important developmental roles, including: createmmployment and
earning foreign exchange, empirical evidence fromvetbping

countries indicates raised concerns of a neo-caldand grab that
threatens smallholders and food security in devetppountries. The
same result observed from the farmers whose larete Veased by
Suryablossom flower industry. Theoretically, in eredd to produce
any product on a given land, we have to forgondheraagricultural

product that produced on that area. In the samenenadue to a large
hectares of land was leased by Suryablossom/kafldwer industry,

many other agricultural products was forgone.

According to the data taken from Southwest Sheweaediment
Office, 376 hectares of land leased from 451 fasmday
Suryablosom flower industry in 2007. During theabdishment of this
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industry, ETB 14,868,368.5 was paid as compensatan total
farmers of three kebeles of whom their land is ddaly this flower
industry. When they calculate this compensatiorgytrassumed
1200kg of Teff and 500kg of peanut are producedhgetares in one
year, and this compensation was only for 10 ydaepending on this,
they calculate 100kg of Teff and100kg of peanut3WETB and
550ETB respectively. Related to the above issudaffiers selected
randomly from three kebeles and were asked abeirt size of land
leased by this flower industry, types of agrigrdl products that
they produced from that land before the distament of this
industry and amount of production per year front thad in hectare.

FIGURE 3: AVERAGE LANDS OF SAMPLE RESPONDENTS

1.8 4
1.6
1.4

1.53
1.33 133

12 | 1.158

1 4
0.8 -
0.6 -
04 -
0.2 4

0 - T 1

Worebubario Marubabeli Senkele ale Total average
mariyam

Source: own field survey, March, 2015

Figure 3 shows the average land owned by kam@spondents;
accordingly, sample respondents from Worebubakierubebeli and
Senkele Hale mariyam, kebeles owned 1.33 hec,1.468,1.33
hectare on average respectively .The total aveltageé owned by
sample respondents are 1.53.

A. Agricultural Product Forgone in Werabubarrio Kebele

Worebu Barrio kebele is one of those kebeles incwlthis industry
was established and large portion of land leasedh fthe farmers.
According to the data taken from Warebu Barrio adstiation office,
261.596 hectares of land leased from 248 farmerghis/ flower
industry. Depending on the above calculation, duyrirthe
establishment of this industry, 10,712,368.49 ET& waid for those
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farmers as compensation. From those farmers, 49efar selected
randomly and asked the size of their land leasedthy flower
industry, type of agricultural products they proedicon that land,
amount of agricultural products produced from tlzatd before the
establishment of this industry. According to theisponse, the mostly
produced agricultural products in that area wer& Ta@lowed by
peanut.

FicURE 4 AVERAGE PEANUT AND TEFF PRODUCED BY SAMPLE
RESPONDENT FROM VWERABUBARRIO

1200

1076.8

1000 |

800

600 |

435.6

400 |

200 |

Average Teff produced Average peanut produced

Source: own field survey, March, 2015

Figure 4, shows that the average agricultural prbdliat produced
by sample respondents from Werabu Barrio kebelecbgsidering
two scenarios. According to  figure 4, on averag85.6kg of
peanut and 1076.8 kg of Teff produced each yearhgetares by
each sample respondent. Based on the data collé@dthectares of
land leased from 49 sample respondent farmers @amd this land;
52,762.5 kg (See Table 2) of Teff produced eachr yedore the
establishment of this flower industry. Dependingtio& above data, on
average, 950.68kg of Teff was produced per heattand and this
implies that from 261.596 hectares of land leasgdthis flower
industry, 248,694.08kg of Teff was forgone per yelae to the
establishment of this industry. Generally, 1,492,48kg (table 2) of
Teff product had forgone for the past six yearshis kebele. When
we consider the second scenario the case of theiryeehich peanut
are the only agricultural product produced by fasnef this kebele,
from the total land of sample respondents lease®imyablossom
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flower industry, 21,343kg (see table 3) of peanaswroduced each

year before the establishment of this flower indusAccordingly,

on average, 384.56kg of peanut was produced pearhentare of

land. This implies that from 261.596 hectares oidldeased by this
flower industry, 100,599.36kg of peanut was forgpee year due to

the establishment of this industry. Generally, 608,16kg of peanut
product had forgone for the past six years in Rabele due to the
establishment of Suryablossom flower industry.

B. Agricultural Product Forgone in Marubebeli Kebele

Like Worebubarrio kebele, the farmers in Marubdtediele provided
the largest land for Suryablossom flower indus#gcording to the
data taken from Marubabeli kebele administratiofices, 110.404
hectares of land was leased by this flower industm 187 farmers.
In the same calculation 4000,000 ETB is paid formkrs as
compensation. The same questions raised for thaseefs like
previous question and they replied as the mostidyced agricultural
products produced in that area was Teff and peanut.

Figure 5 Average peanut and Teff Produced by Sampleespondent
from Marubabeli Kebele

1400

1165.4

1200

1000
800

600 475.9

Average Teff produced Average peanut produced

400

200

0

Source: own field survey, March, 2015

Figure 5 shows the average Peanut and Teff progroruced by
sample respondent of Marubabelikebele. Accordinthi® figure, on
average 475.9kg of peanut and 1165.4 kg of Teffpaoeluced each
year by sample respondents from this kebele. Icasider the year
in which Teff are the only agricultural product guzed by sample
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respondents, from 44 hectare of land leased byablogsom flower
industry from 38 sample respondents, 44,286.5 kg (able 4) of
Teff was produced each year before the establishwfethis flower
industry.

According to the above data, on average 1006.5kgreff was
produced per hectare of land, this implies thamnfril0.404 hectares
of land leased by flower industry, 11, 1121.6 kg Déff was
forgone per year due to the establishment of tidsistry. Generally,
666,729.6kg of Teff product was forgone for thetgs years in this
kebele. When we consider the second scenario,abe af the year in
which peanut are the only agricultural produgtoduced by
farmers of this kebele, from 44 hectare of ldadsed by
Suryablossom flower industry from sample resporglei®,083 kg of
peanut was produced each year before the estaleligrohthis flower
industry. According to this data, on average 48kg9of peanut was
produced per hectares of land in one year, thidi@mgrom 110.404
hectares of land leased by this flower industr$5,373.84kg of
peanut was forgone per year due to the establishménthis
industry. Generally, 272,243.04kg (see table F)eznut product was
forgone for the past six years in this kebeles uthe establishment
of Suryablossom flower industry.

C. Agricultural Product Forgone in Senkale Hle Megiamkebele

Senkale Hle Meriyem kebele farmers also provider thend for

surya blossom flower industry the portion of lare@hded by this
flower industry from this kebele was small when pamed to the
above two kebeles. The sizes of the land leasen fnis kebele were
only 4 hectares and 16 farmers own these landsthén same
calculation as above 156,000 ETB was paid for thiaseners as
compensation. The same questions are providednhfsrfarmer and
they replied as agricultural products producedhat tarea was Teff
followed by peanut.
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Figure 6: Average Peanut and Teff Produced by SamelRespondents
from Sengelle Hle Meriam Kebele
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Source: own field survey, March, 2015

Figure 6, shows that the average peanut and Tetfused by sample
respondents per year from Sengelle Hle Mariam lkebatcording

to this Figure, average peanut and Teff produced eagh

respondent are 288.3 kg and 288.3kg per hectaspeatvely. When
we consider the year in which Teff are the onlyiagtural product

produced by sample respondents, from 4 hectardaraf leased, if
we only do on 3 sample respondents; 4,175kg (sbk té& )of

Teff was produced each year before the establishofethis flower

industry. Based on the above data on average 18g.7 of Teff was
produced per hectare of land, this implies fromhkgtares of land
leased by this flower industry,16,700kg ©kff was forgone
per year due to the establishment of this itrgusSenerally,

100,200kg of Teff product is forgone for the past ywears in this
kebele due to the establishment of Suryablosomeitamdustry.

When we consider the second scenario the casesofetar in which
peanut were the only agricultural product produlbgdarmers of this
kebele. From total hectare of land of sample redpots leased by this
industry, 865kg (see table 7) of peanut was prodleéaeh year before
the establishment of this flower industry. Based tbrs data, on
average 216.2kgof peanut was produced per hectfaland, this
implies from 16 hectares of land leased by thisvéioindustry from
Sengqelle Hle Mariam kebele 3,459.2kg of peanut fwegone per year
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due to the establishment of this industry. GengrdélD,755.2 kg of
peanut product was forgone for the past six yeatkis kebele.
Generally, when the agricultural products forgonme &alued in
monetary unit the study used 700 ETB and 950 ET8&rame prices
of Teff and peanut per Quintal respectively for thest six years.
Depending on these average prices, if we assunfeTedtand peanut
are produced in there different years because trey mutually
exclusive, 527,121,952 ETB and 283,921,560 ETBedf &and peanut
are forgone respectively, for the past six yeaestduthe establishment
of Suryablossom flower industry.

3.3.2 Job Opportunity Forgone due to Underperformance
Operation of Suryablossom/Karuturi Flower Industry

Employment in floricultural has been increasing@gent years. This
attributes to the increased demand of workersdwdt farms due to
the vast production area .According to the studydcooted by Beza
in December 2011; the flower industry in Ethiopiashemployed
about 50,000 workers. When they get permission fi@outhwest
Shewa Investment Office, the job opportunity pragbsby the
Suryablossom flower industry was to 3500 workersmf this 1500
are permanent, and 2000 are on temporary bases tAéty started the
operation the maximum actual job opportunity credig this industry
was only1805.

Table 2 Job Opportunity Proposed and MaximumActual Job
Opportunity Created by Suryablossom Flower Industry

Job opportunity proposed Maximum actual @b opportunity crated
Permanent | Temporal Permanent Temporal
Male Female Male Female
1500
2000
342 513 285 665

Source: Southwest Shewa Zone Investment OfficecMao15

According to the data taken from the Suryablosstmwdr industry,
the payment for workers is paid at the end of treeks and the
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new entrants entered to the farm at this time. rAltiely 2012, the
industry stopped the production of cut flower anek do this factor,
many employees especially those perform the plantwarvesting,
packing, pesticide, measuring, mixing, sprayingl aaste disposal
activities are faired or displaced from their job.

In ordered to determine the job opportunity forgothge to the
underperformance operation of Suryablossom/Karutfiower
industry, first we have to determine the maximurh fpportunity
that can be created by this industry if they omataby their full
performance. In this manner to determine the jolpodpinity
forgone the paper uses the data that taken fronellasslower
farm. This flower industry was located around Sbigasom flower
industry 9 km far from this industry and starte@ithoperation in
2012 and they operated on 12.5 hectares.

According to data from this industry, the industigerates at its
maximum potential and it uses all resource in ditieht manners.
The production of cut flowers is performed on 12&hres and they
created the job opportunity for 242 employees, ¢horkers are
involved on the activity of cut flower productiomch as: planting,
harvesting, trimming, packing, pesticide, measyringxing and

spraying etc.

Table 3 Actual Number of Employment Opportunity Created by Assela
Flower Industry

Permanent Temporal
Male Female Total Male Female Total
49 101 150 21 71 92

Source: Own field survey, March 2015

Based on the above, data the maximum job oppoyttingtt can be
created by Suryablossom flower industry if theyraged by their
maximum capacity was 7279. This means if the/&lossom
flower industry operates at their maximum potenaad uses all
resource in efficient manner just like Assedl@wer industry,
they have the capacity to create the job appdy for 7279
employers.
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To analyze the data related to the job opportuioitgone, it can be
better if we divided the periods into two periotte period January
2007 — July 2012 and Augest2012 — march 2015, Isecahe
industry operates by better performance duringfitts¢ six years,
they created a better job opportunity during tresiqus. After July
2012, the industry stop the production of cut flovesd large
numbers of workers displaced from their work orytlstop their
works.

Table 4: Actual Job Opportunity Created between Jamary 2007and
July2012 and the Maximum job Qopportunity Created if the Industry
operates by Full Performance

Actual job opportunity created The maximurb jgpportunity

Description between 2007-2012 createddfitidustry operates hy

full performance

Male Female Total Male Female Total
Permanent 342 513 855 1474 3038 4512
Temporal 285 665 950 632 2135 2767
Total 627 1,178 1805 2106 5173 7279

Source: own field survey, March, 2015

Table 4, shows the actual job opportunity creatgdbrya Blossom
flower industry when they produces cut flower thexmmum job
opportunity crated by this industry are 1805. Otitwdich 52.6
percent are temporal workers and47.37 percent uw®rkare
permanent workers. Many studies conducted on them atated
floricultural sector gives a better opportunity aadvantages for
female workers. The reality in Surya Blossom flowetustry during
the export of cut flower is also not different fraims conclusion. In
this industry from total number of workers 65.26r&é#emale. They
work on both temporal and permanent basis, froral toérmanent
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and temporal workers the female share are 60 peaceh70 percent
respectively.

The Suryablossom flower industry had the capaatycteate job
opportunity for 7,279 surroundings community or #1106 male and
5173 female workers. This data also shows thatfémeale labor
force has the high job opportunity in flower indystAccording
to some studies, the preference for women lahomproduction
work is based on an argument that floricetisr similar to child
care where women ensure the responsibility forrergrocess for
growth. Generally between January 2007 and July2@i2rya
Blossom flower industry create job opportunity onlgr 1805
workers but if the industry operates at their maximpotential and
uses all resource in efficient manner just like éadlower industry,
they have the capacity to create the job opponufir 7279
employers. These shows 5,474 are the number obpmwrtunity
forgone due to underperformance operation tbfs flower
industry during this period.

Table 5: Actual Job Opportunity Created between Augist 2012& March
2015 and the Maximum Job Opportunity Created If the Industry was
operated by Full Performance

Female Male Total Male female
Permanent 37 72 109 1474 3038 4512
Temporal 37 27 64 632 2135 2761
Total 74 99 173 2106 5173
7279

Source: own field survey, March, 2015

The above table shows the actual job opportunigated by Surya
Blossom flower industry from August 2012 up to Mar2015.

19 Research and Knowledge Management Offi&.dflary’s University



Proceedings of thé'9Annual National Student Research Forum, July 2015

According to this table the maximum job opporturgteated by this
industry during this periods are 173, from this hem 37% are
temporal workers and 63% workers are permanent everkDuring
this time the numbers of male workers are highantthe number
of female workers and from total workers, 57.23cpat are male
employer. This was due to the fact that at thisetiime industry was
performing activities that require physical stréngt

The data related to the maximum job opportunityatze if the
industry operates by full performance was describethe previous
part; according to these data, 7279 workers gotifighe industry
operates by full performance. Based on this infdiona7,106 are
the numbers of job opportunity forgone due to upddormance
operation of this flower industry during this peati@August 2012 up
to March 2015).

3.3.3 The Amount of Export Forgone Due to the
Underperformance Operation of Suryablosm Flower Indistry

In spite of the high comparative advantage the ttgtendowed with
flower production, the industry had little contrtimn to the country
export so far. But its performance in the last dewgd years is very
promising. Exporting flower from Ethiopia began and 2002. Both
the quantity produced and the foreign exchangeeéafrom the
export of flower has been on the rise since then.

Table 6 Quantity of Flower Export

Year 2004/05 2005/06 2006/07 2087 2008/07 2009/10
Quantity

of flower

In million

ST 83 186.45 478.04 1,021.52 ,294.97 1,636.72
Growth rate 124.64% 156.39% 113.69% 72% 26.39%

Source: Ethiopian Horticultural Development Agenq¥HDA)
February, 2015

2010/11

1,804.74

10.26%
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The above table shows quantity of flower exportednf 2004/05 up

to 2010/11. Quantity of flower exported has beeawgng at an
increasing rate until 2006/07.The highest growtlexgiorted quantity

was also exhibited during 2006/07. This is probabgcause of
increased floriculture investment projectsouad 2004/05 in
response to investment incentives. Afterwardsontinued to

grow at a decreasing rate.

Table 7: Export and Production Profile of Surya Blessom Flower
Industry

Rose Harvested Rose Land used
Year (stems) per weak |Exported(stem|  (hectares)
s)
per weak
2007 384,492 326,597 15.25
2008 625,799 597,874 28.25
2009 861,680 837,923 39
2010 1,037,935 982,863 48
2011 1,046,272 1,032,700 48

Source: Suryablossom flower industry March, 2015

The above table shows the production and exportfil@raf
Suryablossom flower industry, according to thislgathe volume of
flower exported varies with the land used in thedpiction process.
The gap between the harvested and export volummeeof the signals
that indicates the presence of other factors, wimtthence the export
volume. Regarding the land used, only the land m@eby
greenhouse is considered. In Ethiopia, it is diffito trace the exact
value of the price of flowers which are determinedworld flower
market by dominant exporters and it varies every. daue to this,
reasons the exact price of the flower stems exgdoryeSurya blossom
flower industry are determined in world flower metk Thus, the
average estimate price 2.67ETB per stem is use8usya blossom
flower industry during their exporting period.
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Generally, the above table shows flower stems d&gdorand

production profile of Suryablossom flower industijhe maximum
amount of flower steam exported and harvested aregl 20011 and
at that time Suryablossom flower industry exporie@32,700 flower
steams pear weak in and earned 2,761,930 ETB. Tlbiser

industry earned that foreign exchange by operatinder their
performance and the maximum size of land used ise¢8ares for this
production. In ordered to determine the export doeyin terms of
flower steam and foreign exchange we have to daternthe

maximum amount of total flower steam exported ié timdustry

operates by their full performance or used all ilabsée resource
Efficiently and effectively. The industry has thapacity to operate
on371 hectares, five hectares is reduced fromdta fand leased by
this industry because the industry can use thid fan open space
purpose such as for office and store house buiding

If the industry operates on 371 hectares, theyegyort 7,981,910
flower stems per week and from this cut flower axgwy average
estimate price, they can earn 21,311,699.7 ETByMeek. Depend on
this data during 2007,2008,2009,2010 years 872013ETB,
1,596,323.58 ETB,2,237,254.41ETB and 2,624,244 .BlEWas
earned respectively for four years from 2007 u@Q0. This result is
obtained by operating under their performance. 8ase this result
we can determine the export forgone, during200D82@009, 2010
the export forgone per weak due to underperformammeration of
this flower industry are 20,439,685.71 ETB,
19,715,376.12ETB,19,074,445.29ETB and 18,687,455.8rr
respectively. But after 2012 the Suryablossom floivdustry stopped
the export of cut flower, due to this reasons tdsamd leased and
available for cultivation of cut flower productioare seat as idle
resources. As a result the country has forgonel21689.7 ETB per
week for the past two years, which can be summed tap
206,723,4871 ETB.

4. Conclusion

As it is the case in many developing countriesjdgilan have a good
investment potential and in this country, there fanerable climate,
land, and labor, which help the country to getatiention of global
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investors, especially investors those, focused gmcaltural sector,
has a great opportunity in Ethiopia. The Ethiopgamvernment also
discovers this opportunity and they prepare andiempnt different
policies and strategies to capture this advantagese investment
policies help the country to substitute imports d@odincrease the
foreign exchange through export. Few agriculturabdpcts that
earn very small amounts in the international madaninate the
major export items of Ethiopia. This fact calls faxport
diversification and lead to increase the importanéefloricultural
sector in Ethiopia.

The floricultural sectors is a highly labor intersisector with huge
labor absorbing capacity. Most of the daily farrhattare performed
on the farms such as planting, watering and spgathe plants with
chemicals are performed by the unskilled labor. $ketor also has
job opportunities for women. Even though Ethiogaendowed with
various conditions that are suitable for the puotidun of flower these
IS a necessary but not a sufficient conditionscfampetitiveness in the
prevailing global market. There are a number ofllenges that are
impeding the success of the industry such as lackibbed labor, lack
of inputs and infrastructure, lack of proper markebdwledge, lack of
finance and research institutions are some of tieblgms faced by
the industry affecting it competitiveness in thelgll market .

Due to favorable condition in this country for flarltural sector,
many foreign investors are investing in this sectbrom those
investment projects Surya Blossom flower industry ane of them
and the second largest flower investment projecEtiniopia. Surya
Blossom flower industry was established by Karutugiobal
company in Southwest Shewa, Waliso Woreda by tagergnission
from southwest shewa investment office in 2007 sTihdustry started
their operation by leasing 376 hectares and regdt®31,150,000
ETB capitals.

The study on Suryablossom flower industry also dat#d
underperformance operation of the floricultural teecreduce the
economic contribution of the sector for the econoohythe country
and this have a great negative impact on the ecgndhe successes
of floricultural sector in generating foreign exolga and creating job
opportunity both at the national level and farpedfic level are
highly related to the capacity of investors to udles resource in

23 Research and Knowledge Management Offi&t.d¥lary’s University



Proceedings of thé'9Annual National Student Research Forum, July 2015

effective and efficient manners. Using the averagémated price
of 2.67 ETB, the total export earnings would haveerb
21,311,699.7 ETB per Week.This result obtained pgrating under
their performance. Based on this result we caterdene the
export forgone, during 2007, 2008, 2009, 2010 tkeod forgone

per week due to underperformance operation af fthiver industry
is 20,439,685.71 ETB, 19,715,376.12 ETBL9,074,445.29
ETB and 18,687,455.49ETB respectively. In additio this, a
survey on Suryablossom flower industry indicatehhmgricultural

product forgone due to the establishment of tlme/dr, if we consider
both scenarios of agricultural product (Teff andig), 2,536,316,755
ETB are forgone for the past six years due to ttabéishment of
Suryablossom flower industry. The study also inges¢d High job

opportunity forgone due to underperformance opematif this flower

industry.

Generally, underperformance operations of florimal investment
projects have a great impact on the economy ofcthentry and on
the economic wellbeing of surrounding communitys#y, it failed

to provide foreign exchange and secondly it faited create job
opportunity for the surroundings community.

5. Recommendations

Based on the above findings, the following recomdadions are
drawn to enhance the performance of floriculturactsr or
specifically to reduce the negative economic impaof
underperformance operation of Suryablossom flowdustry on the
economy of the country and surrounding community.

» There should be guarantee for the government thatut flower
industry operates as expectedAccording to the findings of the
study, underperformance operation of this flowenvestment
project has great negative impact on the exgnaf the country as
well as on the economic wellbeing of the surrougdaommunity.
Therefore, the government should give a great w@dtento this
investment project and provide the solution to thisoject.
Currently, all of the land under this investmentjpct is seat as idle
resource and this land was not used for cut flggveduction for the
past two years. Due to this reason, the governsiemild take action
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on this investment project. The 156 hectare of lendstill on the
hand of Suryablossom flower industry and set ag idisource.
Some information’s tell us the Suryablossolowér industry are
not in the position of investing on this land &ese Karuturi global
company, the owner of this investment projects iriancial collapse
and their company’s in all of the world are undeises. Therefore,
the government should transfer this land to otheestors.

» Appropriate economic compensationin Ethiopia, the Southwest
Shewa and other communities that were violentlpldised from their
lands without consultation to make way for Karuturfarming
operations have lost their livelihoods and beemgjun exile without
proper compensation. Karuturi, however, has beablento cultivate
more than a small fraction of those lands and thdysshows that
the farms have stopped operations. Generally, fi@nfraud to labor
violations, Karuturi must pay for its crimes.

» Government should transfer the land back to the ervious
farmers of the land: The other option which this study tries to
recommended is government should transfer the ldack to the
pervious farmers of the land because most of thenees are not
satisfied by the compensation and this compensatierpaid only for
ten years. Currently they are in the problem; thage the shortage
of land and their living standard is decline dudhte establishment of
this flower investment projects. Therefore in ostketo improve the
economic wellbeing of the surrounding communitye gpovernment
should transfer this land back to the farmers.

» Establishing more institutions such as Ethiopian Horticulture
producers Exports Association and Ethiopian Holtical
Development Agency, which act as a support systerthe sector and
aid its development.

» Close follow up and monitoring of performance of tke
operators: The collaboration between government and theate
sector is also required for sector building. tine case of
Suryablossom flower investment project, in the\eathge of this
investment project government played a developnherdd®e by
providing inputs and sharing costs (land, and {rarts
coordination).The industry did not invest on alhda, due to this
reasons the Southwest Shewa investment office &k hectares
from this industry as a punishment reserved thnl lan land bank.
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This study recommends that the government shoaltster this land
to other investors and Close follow up and monigrof performance
of the operators.
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