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FOREWORD

Et hi fpresa @sources have been playing signilt is hardly possible to disentangle the
day-to-day life of rural as well as urban people from wood products and services o lies on
woodfuels, due to limited alternatives, the use of modern wood construction ratdréuis
expected to grow rapidly as part of the transformational change to a green econortignbéon

forest products (NTFPs) such as co-aegpendent communities and are economically important
export products. signisuch as agriculture, water, enf@rggroelectric resources), tourism and
health strongly depend on well managed and intact forested landscapes. Moreover, the forest sector
is essential to mitigate against and adapt to climate change.

resources. Hence, the forest sector is recognized ad dreefour key sectors prioritized in Ethio

pi abs -Rekilienh@réer Economy Strategy (CRGE). It is expected to abate about 130 million

tons of CO2 equivalent, which is 50% of Ethiopi
2025.sidei ng the i mportance of the sector. Et hiopi
rehabilitation of degraded forest landscapes whieernng appropriate protection and sustainable
management of existing forest r ermd®tordueeshe MEFCCO
forest product supply gaps, as stated in the Foresv@&®epment, Conservation and Utilization

Policy of 2007.



FOREWORDB

preparation, the commercial plantation and forest industry investment plan and the national fore
sector programme. holders, including cresstoral policy development. with the private sector to
attract investments in commercial forestry and the rlgmcessing mdustry. It presents
valuable information that informs the private sector about the lucrative business opportunities o

In summary, this Review is an important knowledge base for the transformation of the forest sex
tor and its contributiomo achieve the green growth targets. It will stimulate further research and
serves as a springboard for commercial forestry and industry research.

were involved in the review process. highly appreciated.

Gemedo Dalle (PhD)
Minister, Ministry of Environment, Forest and Climate Change
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participatory forest management
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public private dialogue

research and development

Reducing Emissions from Deforestation and forest Degradation, including the
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small and medium enterprises

small and medium forest enterprises

Southern Nations, Nationalities and People

Tropical Livestock Unit

Woody Biomass Inventory and Strategic Planning Project



EXECUTIVE SUMMARY

sive analysis in 20 years: broadly aims to forest carbon stock enhancement through a
provi- de an update on the status of the forestestation and reforestation (REDD+) is an import

sector I n Ethiopi a, aanntd e pement menn tBtshi npekx &0
Growth and Transformation Plan (GTP2) about be integrated into a comprehensive sector strategy
the most promising forest and fe to ensure these flest goods and services are main
rest industry investment opportunities. tained.

view focuses on the curremhé future supply andTaking into consideration the multitude of

demand of industrial and smaitale timber pro products and benethe Review focuses on supply,
duction, a strategi c - demand and thevalueoffthe torestry secii a 6 s
formation towards a more prosperous and indiscusing on timberi

trialized economy. speci ment, Forest and Climateit contributes to economic growth.

Change (MEFCC), called for this FoteSector with the Govemment strategic priorities for the
Review with the objective to improv&TP2, which are economic development through
understanding of the contribution made bdustrialization, private sector development and
Et hi opiabés forests an dommercakzationi giowth and dransfanpatos byt o
industrialization, growth and employment. ®ncouraging large and small domestic and foreign
achieve the ClimatResilient Green Economynvestment in fe rest estalidhment, sustainable
(CRGE) goals, given thatvestments in forests anfbrest management and forestry industry.
accompanying industries support achievementEaperience in eastern and southern Africa
climate mitigation and rural development goals. demonstrates that there are fpnaising models of

Et hi opiabds diver se f ofoeesthhased pastnenships eeseen comnwmhitiesd i n
high forests, woodlands, and trees on farms, smallholders and enterprise to meet economic
pro- vide goods and services of importantalue developnent goals and create sudainable

to Ethiopiads peopl e, livelihoodsr foresmedastrializatiod arelcdoes aany
For example, notimber forest products (NTFPsnclude a detailed analysis of the broad range of
play an important role in rural livelihoods and therest benesuch as ecosystem services related to
growing marketbased economy. mercial NTFPs farests, which include watershed protection, land
Ethiopia are honey, spices, forest codemandremabilitation, fod security, ecotourism, and
domesticand international markets for many ®fodiversity conservation.

these products, providing foreign curremy In 2013, Ethiopia consumed roughly 124 mil
earnings. Ethiopiaos looculicsmetsrs ofiwosdeandasicansumimgp o r t
climate stabilization, contributing to global climore

mate mitigation goals and providing local climag&ch year.With population growth and economic
adaptation bene gity recognized for their role irfdlevelopment projections, total wood product de
mitigating and adapting to global climate Chan@'@and will increase by about 27% over the next 20
Land use related activities (agriculture, forestry) &g&rs, reaching an annual consumption of 158
the main sour ce of emissions in Ethiopiami”ion cubic meters by 2033. Woodfuel (fuelwood
Reducing Emissions from Deforestation and foraggl charcoal) will continue to be the main forest

Degradation, forest coasvation, sustainable foregiroduct consunte However, with rural electri
management and cation and urban development, the relative share of

fuelwood demand is expected to decrease (see
Figure 1 below). explained by growing needs for
industrial round wood, driven by the expanding
construction indus
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Figure 1: Total roundwood and fuelwood demand in 2013 and 2033
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try and consumer demands of the growing midtliel supply interventions are not prioritized in this
class. Construction (housing and commercial-bieview for tke following reasons: industrial and-ur
ding) is expected to experience steady growth dvan users are the main consumers with the means to
the coming years in line with urbanization, and thay for sustainably produced woodfuel and they
forestry sector mustupply this increasing demandill be the venient alternatives; the value adding
with higher quality wood products to meet tipotential for woodfuel production is relatively
requirements of modern construction. Other ismall; and theresilimited evidence that the private
portant drivers of the increasing demand includdustrial sector is interested in investing in
wood products for furniture, especially for urbawodfuel production since most markets operate
households and commercial constimp, as well informally with limited benefocuses mainly on the
as utility poles for electmper. investments required to close the industrial
As shown in Figure 1, woodfuel, which is critical roundwood gap, demonstratedy t he fAunspec
for household heating and cooking, isthemost To meet the needs of Ethio
important forest product consumed in nomy, a supply gap of 4.4 million cubic meters
Ethiopia. Ethiopia now consumes over 100 milligRdustrial roundwood will need to be closed over
cubic meters of woodflieach year, with roughly ahe next 20 years, as demonstrated by the 2033
third of consumption from unsustainable use ef fpPunspeci chal | ean goensidem@bleo vi d e
rests and woodlands. Current management ofjty@stment opportunity, as Ethiopia can close this
woodfuel situation urgently needs to be improvggp through plantation establishment, sustainable
so that it does not undermine the investmentsriinagement of forest resources and expansion of
environmental and social transfieation (inclu t h e forestry sector ds i n
ding food security) atyoolldtss aré octirently fthe tnihi@ source eor N m

rural development program. Demand and supg@yndwoodi main ly poles i and these are
side measures will be needed, including electri tpected to continue to

and introduction of e

d
e
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Commercial forestry value chains Source: UNIQUE

supply an important amount of roundwood. reptessionally managed plaations is required.
signiproducts produced from woodlots, as muchAsf shown in Table 1 below, this will require inves
the wood produced from woodlots does notten tments of about USD 638 million. ments in
the domestic industry. opportunities f@antations and processing should create
downstream processing, inelding through smallemployment for roughly 51,000 people. If they are
and medium forest ¢erprises, to supply theealized, the potential GDP contribution (calcu
growing construction and furniture demanidted as gross value added) would reach USD 518
Timber can also be sourced sustainably fromilion in 2033, and continue annually. Protecting
natural forests, given safeguards are in placeatd reestablishing forests for their economic and
prevent unsustainable practices. For examplepsystem services, including as carbon stocks, is
participatory forest management (PFM) aframne o f the CRGEOGs four
genents with forest communities could also €oplartations required to roughly 89 million tCO2
tribute to closing the projected gap, if capacitytigough forest carbon stock enhancements. Further,
developed and policies are aligned addsing the industrial roundwood gap through
eimplemented. Over one million ha are currentlgmestic production will reduce imports and
under PFM agreements, but the majority is sopport sector develop ment  through
currently under sustainkb forest managemenindustrialization and commerciali zation.
Sustainable forest management could contribdighough the volume of current wood prduct

around 2 million m3. imports is relatively small, it is unclear how many
To ensure the future industrial roundwood gap wood products will continue to be imported. It is
is closed through sustainable domestic tinber c |l ear | y i n Ethi opiads Db
production, establishment of 310,000 ha of imports with sustainable domestic productiongd an

thereby strengthen the f
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Figure 1: Total roundwood and fuelwood demand in 2013 and 2033
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Table 1: Investment requirements and additional economic impacts of sub -sectors in 2033
Constructon Furniture Utlity poles Total

Producton

Roundwood gap 2033 (million m3) 3.4 0.5 0.5 4.4
Area required (x 1,000 ha) 245 35 30 310
Investment in plantatons 196 28 24 248
(million USD)

Investment requirements processing

(million USD)

Total 537 52 49 638
Total investment (million USD)

Total additonal employment 39,000 7,000 5,000 51,00(
Potental additonal GDP contributon in 384 90 43 018

2033 (million USD at current price)

to the CRGE goals while generating green jobs andently supplied mainly from private woodlots
fostering economic growth. (small poles), public plantations, imports, and
Economic growth is the major driver for cer- roughly 20% is delivered informally from unk
tain forest sub-sectors, especially for pulp and nown sources. Industrialization of the constructi
paper consumption and industrial wood prodect sector should be a priority moving forward as
consumption (panels, sawnwood) in the construcgiven an enabling investment climate and public
tion sector, as commercial construction and ipblicy directioni this has the potential to gemate
rastructure development increases with gromshi gni be a driver of the
Economic growth inimproving the ability to switchn- cluding through export diversisubstitution. dern
fuel sources frm wood to electricity or to purchaseoodbased housing construction  program.
more and hig her value wood furniture. Papdviodern woodbased construction requires higer
consumption (for commercial and private usgality indwstrial wood products such as-paels
increases with eeonomic growth. Over the lasand sawnwood, providing additional impetus for
decade, Ethiopia has experienced double digit GidPnestic industrial development. With a total
growth rates. With a view toufure developmendemand of around 089 million housing units
paths, this growth is expected to continamnually (new and replacement), additional gross
However, considering a harmonized approach watlbduction value amounts toSID 384 million (at
national strategy plaming (i.e. GTP and CRGE)gurrent price). Moreover, the use of wood as a ma
this Review assumes an average k#rgn GDP jor construction material can partly or fully replace
growth of 8% until 2033 (corresponding to thegh emission construction materials such as alu
CRGE planning data, which indicates an 8fwinum, plastics or cement.
average GDP growth as the low-deslopment

scenario). Sub-sector potentials: Furniture

Demand for wooden furniture 1 a high value ad
Sub-sector potentials: Construction ding sub-sectori is expected to grow by nearly
Construction timber production is critical for 400. over 20 yearsFurniture

reducing deforestation and achieving industd  production and consumption can be divided into
alization. Industrial roundwood production for  three groups: (1) furniture produced in rural areas
construction enables the development of a ber by small carpentries or by households themsedye
processing industry to sustainably serve 2@ furniture produced industrially by medium and
growing timber demand. demand of roughly sevarge com

million cubic meters is
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Small- and large -scale construction in Addis. Source: UNIQUE

Sawmill and utility pole plantation. Source: UNIQUE

panies sold in urban centers to private consumsesuring demand for high quality and sustainably

and (3) furniture used to equip public schools gmmdduced wood products, which could have a di

omillion m3 in 2013.furniture production has aect impact on natat resource protection.

variety of sources, including plantations, natural

forests and woodlands. Furniture sector deman&¥-sector potentials: Utility poles

projected to increase to roughly 1.8 million m3 ifility poles and pulp and paper are two im

2033. Moving forward, investments to enhance f@ftant sub-sectors that are expected to grow in

competitiveness of smallnd medium companie€oming years and may represent important

should be prioriti zed. In addition, a green anivestment opportunities. Largeutility poles are

competitive public procurement policy can play &Hrrertly sourced almost exclusively from public

important role in plantations. However, increasing electricity- ex
ports rely on large transmission poles that cannot



