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INTRODUCTION

Forests comprise nearly a third of all land on earth
.The contributions of forests to the well-being of humankind are far-reaching especially in many developing countries. Billions of people depend in some way on forests for their livelihoods. Similarly, forests are an important source of energy for many countries; 65% of the total primary energy supply in Africa comes from solid biomass such as firewood and charcoal. About 350 million
 people who live within or close to dense forests depend on forest for their subsistence and income. Of those, about 60 million people (especially indigenous communities) are wholly dependent on forests. It also supports rural economies in many countries and provides jobs for populations with few alternative off-farm employment options. 
Likewise, forests produce more than 5,000 types of wood-based products and generate an annual gross value add of just over US$ 600 billion i.e., about 1% of global GDP (in some countries the contribution could reach up to 6%). The wood processing sector has an important role in the global economy as being a source of employment and export earnings. Promoting wood products such as wood for construction or furniture or biomass for energy are an important strategy for maximizing the economic, social and environmental potential of the forest sector. However, globally, forests remain under significant threat. Over the decades millions of hectares of natural forests were lost mainly due to expansion of agriculture, conversion to pastureland, infrastructure development, destructive logging and fires. 
Likewise, in Ethiopia, the forest resources play an important role in the economy i.e. by earning foreign currency mainly from an export of non-wood forest products, by providing energy and wood products, by generating formal and informal employment and by providing environmental services that support the sustainable operation of other sectors. 
Nevertheless, country’s remaining forest resources are under threat mainly due expansion of agriculture, unsustainable fuel wood collection, absences of legal and regulatory frameworks coupled with poor implementation of the existing ones, institutional instability of the forest sector and poor capacity
. In addition to this, the participation of the private sector in forest development as well as wood processing sector remains very low due to many challenges. 
This therefore, clearly indicates the identifying challenges and taking necessary measures to address challenges emanates from the existing policy, regulatory and administrative practices is vital to bring development in forest and wood processing sectors. However, in order to bring meaning full change and create conducive environment for private sector investment in those sectors, it is found that an initiative at the national level
 needs to be supplemented with more action and dialogue at the regional level. In this case, Tigray is among the region selected to host the regional PPD on similar issue. 

Accordingly, a situational analysis was conducted and position paper was prepared regarding barriers and recommended measures on commercial forestry and wood processing industry in Tigray.  The main objective this analysis is identify challenges and signify opportunities in commercial forestry and wood processing industry sub-sectors in the region and to point out a possible solution for addressing challenges impeding the participation of private sector in commercial forestry and wood processing sub-sectors in the region.  
STATUS OF FORESTRY AND WOOD PROCESSING INDUSTRIES IN TIGRAY NATIONAL REGIONAL STATE
Brief overview of Tigray region, the contribution forest sector to the economy:
The Tigray national regional state is the fifth largest state among the nine regional states in Ethiopia located between at latitudes from 120 14’50.50” to 140 53’48.03” and longitudes from 360 26’48.74” to 390 59’0.09” bounded on the north by Eritrea, on the south by Amhara Region, on the East by Afar and on the west by Sudan. The total area of the region is 5.45 million comprising 7 administrative zones, 53 city/woredas/districts and 814 tabias (sub-districts)
.

According to the 2016/17 projection of CSA the state's population size was 5,247,005 with an estimated area of 54,593 square kilometers. Large percentage of the region’s population is engaged in Agriculture. The data obtained from the region’s Bureau of Plan and Finance, The share of Agriculture sector to regions GDP reached 38.14 percent in 2010 (E.C) while industry and service sectors comprises 23.04 percent and 38.2 percent respectively. On the other hand, on the same year, the value of forestry sub-sector covers only 2.23 percent of the value of Agriculture and allied activities. Furthermore, the share of forestry sub-sector to the regional GDP was less than 1 percent (0.85). 
Table 2: Economic indicators for Tigray region 2005-2010 at current basic price in '000' Birr
	Sector
	                                                                Year  (E.C)


	
	2005
	2006
	2007
	2008
	2009
	

2010

	RGDP at current factor cost
	45,816,126.32
	52,697,359.65
	66,512,416.06
	77,592,694.99
	98,398,484.51
	114,016,198.40

	Agriculture & Allied Activities
	19,065,418.19
	20,372,745.64
	26,832,961.31
	30,564,069.55
	37,606,039.08
	43,488,637.89

	    Crop
	15,238,362.75
	15,574,864.38
	21,738,916.67
	22,260,651.00
	23,641,653.73
	25,944,858.82

	  Livestock
	3,405,366.77
	4,334,481.32
	4,497,137.78
	7,645,134.22
	13,174,220.35
	16,454,077.96

	  Fishery
	8,154.75
	15,783.28
	50,385.40
	69,455.06
	113,034.00
	119,378.00

	    Forestry
	413,533.92
	447,616.66
	546,521.46
	588,829.27
	677,131.00
	970,323.11

	% share of forestry sector to Agriculture & Allied Activities 
	2.17
	2.20
	2.04
	1.93
	1.80
	2.23

	% share of forestry sector to RGDP (%)
	0.90
	0.85
	0.82
	0.76
	0.69
	0.85


Source: - Tigray Regional Government Statistical Agency

Forest resource and forest sectors development potential in Tigray region:
Tigray regional state has diverse and distinctive agro-ecological zones. The vegetation is diverse, ranging from afro-alpine at high altitudes to desert in the lowlands.  As per the new definition of forest, 15% of the area of the region is covered by forest
. From the total area of the region, Agro-forestry covers 105,317 ha while state and natural forests cover 441,688 ha and 279, 689 ha of land respectively. There are also artificial planations (man-made) forests in various part of the region covering 164,423 ha. Those plantation forests classified under category-1 (above 2 meter) cover 97,800 ha while those under category-2 (<2 meter & > 1 meter) and category-3 (<1 meter) cover 64,124 ha and 2,499 ha of land respectively. On the other hand, the total area of the region identified as exclosure estimated to cover 232,164.4 ha
. 
The large forest area of the region is covered by eucalyptus trees. As indicated in the national forest sector development program (2018), 38,700 ha of forest plantation is covered by eucalyptus tree. As per the forest priority areas in tigray Regional State There are fifteen state forest priority areas and one federal forest priority area located in 24 woredas covering 707,704.00 ha of land
.  
The vegetation of the highlands of the region is part of the Afromontane forest types. In the remnant natural forest, Olea europaea ssp, cuspidata and Juniperus procera are among the dominant species while Acacia etbaica, Euclaea schimpri, Dodonea viscose are commonly found in degraded forests and exclosures. The Boswellia-Commiphora woodland covers most of the western lowlands. The main forest remnants of the region are found in protected areas like churches and inaccessible areas in a highly fragmented state
. 

Tigray region is also well known for its production high value non-timber forest products. Among them, natural gum and incense (frankincense), honey, beeswax are the major ones. In addition to this, the region believed to have a high potential to grow both highland and lowland bamboo. 
Low land areas of the region is reached in dry land forests such as Acacia, Boswellia and Commiphora species that are known to produce commercially high valuable non-timber forest products gums and resins. Western and North Western dry forests of Tigray are highly endowed with Boswellia papyrifera trees. Boswellia dominated forest areas are located in Kafta humera, Wolkait and Tahtay Adiyabo districts
. On the other hand, much of the arid and semi-arid areas of the region are covered by wild stands of Acacia senegal in addition to Boswellia papyrifera that produce gum arabic and gum olibanum. Boswellia papyrifera tends to dominate the hills and slopes in the western part of Tigray while Acacia Senegal is particularly common on the plains around Hummera and Shiraro. 
Another potential non-timber forest product is Bamboo. Tigray region has a high potential to grow bamboo which has high economic and ecological values. There is high potential to grow lowland bamboo (Oxytenantheria abyssinica) especially around Shire
. In addition to this, there is an indication that the western part of the region has high potential to grow bamboo. 
Tigray region is one of the potential and well-known honey producing regions covering approximately 10% of the total honey production of Ethiopia. The region is well known for its production of white honey a distinctive aroma, unique flavor and high market price. Currently honey has an already established domestic and export market and there is significant potential for honey processors. 
Status of wood processing industry in Tigray regional state:
In Ethiopia, the role of the forest sector becomes increasingly important as the country experiencing rapid economic growth. However, it becoming difficult to meet an increasing demand of forest product given its current states the country’s forest resources. Consequently, the country continued to spend millions of dollar every year to import wood product. Similarly projections also indicated that that demand will continue to increase in the coming years. 
Figure 2: Import volume of selected industrial wood products by Ethiopia
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Source: UNDP (2018), National forest sector development program, Ethiopia 
In Tigray region, there is an increasing demand for wood products due to boom in the construction sector, growth in urbanization and urban population, and growing middle class society. These are also an indication that demand for wood and wood product will increase in the coming years. This obviously leads to unsustainable extraction of the existing forest resources. However, alike in Ethiopia, private investment in forest planation and wood processing in Tigray region is currently at low stage. The contribution in creating employment opportunities and the share in the regional GDP is well below its potential.
Table 4: Approved Forest and Wood processing Investment Projects
 in Tigray region (1985- Feb., 2011 E.C)

	Approved investment Projects (Forest& wood processing )
	Type of Approved 
Investment project
	Form of Investment 
	
 No. of Total Proposed Employment
	Status

	
	
	
	
	

	
	
	Sole proprietorship
	Partnership
	Private limited company
	Share Company
	Cooperatives
	Permanent 
	Temporary
	Operation
	Pre-implementation
	Implementation
	Cancelation
	Inactive

	
	Office and Household  Furniture Manufacturing
	105
	2
	10
	0
	0
	3595
	3388
	38
	74
	19
	9
	6

	
	Pulp, Paper and  paper based product Manufacturing
	74
	0
	17
	0
	0
	4091
	789
	3
	76
	12
	1
	0

	
	Wood processing total
	179
	2
	27
	0
	0
	7686
	4177
	41
	150
	31
	10
	6

	
	Tree production 
	1
	0
	2
	0
	0
	62
	87
	2
	0
	1
	0
	0

	
	Production of Non-Timber Forest  Product and processing
	152
	7
	8
	0
	1
	1825
	2779
	81
	71
	24
	11
	4

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total 
	332
	9
	45
	0
	1
	9573
	7043
	124
	221
	80
	21
	10

	
	Total (All approved  sectors)
	9283
	140
	987
	9
	34
	236,787
	366,874
	4000
	4328
	1268
	645
	212


Note: - 

· Office & Household furniture investment projects includes licensed investment projects in Office and house furniture and Wood and metal works, particle board manufacturing

· Production & processing of Non-timber forest products investment projects include production and processing of honey, gum & incenses, bee keeping and mixed agriculture with  beekeeping

Source: - Computed based on data obtained from investment development directorate under trade, Industry & Urban development bureau Tigray regional state
As can be understood from the above table, from the total approved investment projects in the period between 1985 and February 2011 (E.C), investment projects wood processing comprises nearly 2 percent (1.99%). Similarly, out of the overall proposed employment opportunity from total approved investment projects in the stated period, the share of wood processing investment is less than 2 percent (1.97%). In addition to this currently there are only 41 wood processing investment projects are currently at operation stage.
There are few large scale wood processing industries in the region. Among these, Maichew particle board manufacturing plc. is the most prominent one. The factory inaugurated in 2007 with the initial capital of Birr 280,000,000 using eucalypts tree planted in 15,000 ha with a capacity to produce 40,000 m3 per year. Currently the company is supplying high quality laminated and particle board for domestic market and created 685 permanent and temporary employment opportunity.
Currently most of wood processing industries in the region utilizing eucalyptus tree as raw material inputs. Mostly the raw material obtains from round wood suppliers in the region and from neighboring and other regions. However, shortage of material and increasing price of round wood and timber is becoming a series challenge for wood processors.   
POLICY AND REGULATORY FRAMEWORK 
In Ethiopia, the multiple benefits of forest resources are not yet fully explored and forested lands are not managed sustainably. This is mainly due to absences of sound and comprehensive, policies and legislation for environment protection and forest resource utilization in the country. In recent years, however, the government devised and implemented various policies and legislation for sustainable management and utilization of forest resource. 

The FDRE constitution enacted in 1995 give mandate to federal government to set standards and policy frameworks concerning environment and natural resource management while the power to manage and administer forest resource to regional states. Following the enactment of the constitution, the federal governments introduced various policies, plans, strategies and legislations concerning forest and land resource management and utilization such as environmental policy of Ethiopia, national forest policy, GTP II of MEFCC (EFCCC), CRGE strategy, forest development, conservation and utilization proclamation.
The national forest policy introduced in 2007, on the other hand set a strategy focusing on among other encouraging private forest development and market development for forest products. It also specifies the policy incentives required to encourage investors. On the other hand, recently forest development, conservation and utilization proclamation (Proclamation No. 1065/2018) was      introduced with an aim to ensure sustainable supply of forest products to the society and thereby contributing to the national economy. The proclamation classifies forests in to state forest, private forest, community forest, association forest. As indicated in the proclamation, private forest developers are free from land lease and any kind of tax payment for first year of production (pay income tax after two harvest periods). On the other hand, as indicated in the proclamation, forests that are designated as protected or productive state forests may be given could be given to investors through concessions
. 
On the other hand, Tigray region’s rural land administration and utilization proclamation (Proclamation No.239/2014)
 was introduced to improve good governance, ensure accountability and fairness in providing rural land in rural land administration. The proclamation provides a mandate to administrator utilization of rural land to rural land administration agencies in the area. In addition to this, the responsibility for implementing the decision is given to Woreda rural land administration and committees in each kebeles. The proclamation on the other hand indicated that the government may provide land for investors interested to engage in agriculture sector through rent to remain up 50 years. This is however, not clear whether the government will also provide land for a private business interested to engage in forest investment and necessary incentives.
MAJOR BARRIERS IDENTIFIED AND ACTIONABLE RECOMMENDATION FOR COMMERCIAL FORESTRY AND WOOD PROCESSING INDUSTRY DEVELOPMENT IN TIGRAY REGION
Major barriers Identified
1. Challenges related to policy and regulatory environment:
Absences of dedicated policy and legal framework governing forest investment that consider a unique nature of commercial forestry investment is one of the key challenges in forest investment in Tigray region. Acquiring suitable land and long-term finance for forest investment is not easy since forest investment is taken as any other agricultural investment.
Participation in government procurement remains challenging for local wood processors especially those at small and medium level. Currently, advance may be paid in an amount not exceeding 30% of the total contract price in construction sector
. However, this is not applicable on government procurement bid for supplying wood products (office and household wood products;). Thus this impedes the chance of wood processors (especially small medium wood processors) to obtain working capital. These also left small and medium suppliers to take only sub-contracts from large suppliers who won large government bids due to financial shortage.
On the other hand, imposition of high tax and illegal suppliers is a key challenge for round wood processor in Tigray region. As stated in one of the FGD with round wood suppliers, majority of wood suppliers are category “C” taxpayers and will not hold book of account.  Subsequently, the amount of tax that they are required to pay is mostly does not match with their level of income and ability to pay since it is imposed based on estimation. As a result, most of round wood supplies are struggling to stay in the business. Moreover, presences of unlicensed suppliers are becoming a series challenge for many round wood suppliers and forcing suppliers to out from the business.

Furthermore, individual tree growers are currently banned to directly supply their round wood unless they have a supply license or pay 30% of the total sales value to be supplied. This however is not only discourages individual small scale tree growers but also worsen a round wood supply shortage, inflate the price, increase the production cost and affect market competitiveness of wood processors.
2. Lack of dedicated land for commercial forestry 
As revealed both in the FGD and KII, one of the critical challenge in forest and wood processing investment related to the difficulty to accessing a dedicated land. Absences of identified and designated area of land for forest planation continue to be a critical challenge for those interested to engage in commercial forestry. This is mainly linked to shortage of suitable land and due to land utilization plan is not yet finalized. In addition to these, absence of soil map indicating land and its soil content is also another reason for identifying land suitable for forest planation.
3. Lack of Access to Finance: 
One of a key challenge in wood processing and commercial forestry is lack of adequate and long term finance. Due to lack of sufficient finance, many wood processors are unable to operate at their full capacity and supply products as per the agreed contract and build their working premises on a land they acquire. Currently, many wood based manufacturing industries are unable to supply the product in accordance with a time frame agreed on the contract since they have to wait for months to obtain foreign currency to import chemicals, machinery and spare parts. 

On the other hand, though lack of access to finance is a common challenge for wood processors at all level, the challenge is evens more series for those operating at small and micro level enterprises. Those wood processing enterprises obtain finance mainly from MFIs and DBE (mostly through lease financing scheme). However, obtained finance from those institutions is unsatisfactory and challenging since it either the amount of loan they provide is low and delivered at high interest rate or requires to go through long bureaucracy and fulfill a list of conditions. On the other hand, it already becoming difficult to purchase machinery, spare parts and other inputs with a loan obtained from MFI since the credit limit of MFI is currently 1.5 million and below. 

Similarly, access to adequate finance is also a key challenge for those engaged in commercial forestry investment. Most of the financial institutions prefer to provide short maturing loans with a high interest rate. However, due to its unique nature (long gestation periods and perceived to be too risky), financial institutions are mostly reluctant to provide loan for forestry investment.

4. Absence of a public-private partnership framework for forest investment:
Difficulty to acquire designated and suitable land for forest investment, weak technical, operational and management capacity as well as lack of access to finance are key challenges for the expansion of commercial forestry in Tigray region. In this case, a public-private partnership (PPP) is a viable solution to encourage private sector’s investment in commercial forestry especially through easing difficulties to obtain suitable land including through concession. Furthermore, PPPs is very vital in the context of the region since large area of forest plantations is currently publically managed, but suffers from low productivity. However, a PPP scheme is not yet devised in Tigray region. Thus the absences of the scheme obstruct the opportunity to tap private sector’s knowledge, skills, expertise, resources, and technology to bring growth in forest sector investment. 
5. Absence of sectorial associations representing specific interests of forest sector actors 

Associations of private sector in various line of business are established to air the voice of its member. It works to safeguard right and benefit of its members and serve as a bridge between the business community and the government. However, association of commercial forestry investors both at a national and Tigray region is not yet established and is one of the critical a challenge for the sector to present their concern for government to take necessary measures. 

6. Raw material shortage, low productivity and poor value chain:
One of the key challenges hindering the growth of wood processing industries in Tigray region is a shortage of raw material. Many wood processing industries in the region were forced to operate below their actual capacity due to shortage raw material and other inputs. Due to this currently wood based industries were forced to use other raw material (other than eucalyptus) as input through buying at high price. The main causes for the supply shortage include declining production and supply of round wood and timber, uncertainty in various wood producing areas of the country and a subsequent increase in transportation cost. Hoarding with an intention to create an artificial shortage by some round wood and timber supplier is also another reason for the shortage. This supply shortage leads to the price of the raw material to be inflated and increasing the price of wood through increasing the cost of production. 
Furthermore, low quality raw materials supply is an additional challenge for business engaged for wood processing sector subsector. This is basically related to poor pre and post harvesting techniques and lack of modern equipment. Similarly, low productivity is another challenge especially in wood processing industry. Some of the reason for this is a shortage of skill manpower, lack of modern technologies and machinery and low quality of raw material. 

On the other hand, there exist poor value chain integration exists between wood producers and wood processing industries. This in turn reduces the interest of investors to engage in wood processing sector.
7. Inadequate research and development activities:

The government takes measures to provide support services necessary to bring changes in the forest sector. Accordingly, higher education and research institutions are undergoing research and development activities in forest sector. Furthermore currently, most of the research and development activities in forest sector in the region mainly focus on the rehabilitation of degraded areas. However, research and development activities and supports provided by the stated parties are not at the expected level and poor in supporting investment in forest sector.
8. Poor infrastructure:
Difficulty to acquire work premises as well as a place for displaying and selling products are critical challenges for wood processors in the region. In recent years, the government takes measures to ease challenges through building production shades. However, still a number of wood processors are unable to find working premises and space for display and selling their product. As a result, many wood processors forced to operate through renting individual houses and shops at a relatively high price. This, in turn, affects their competitiveness, since they will be forced to increase their selling price due increasing in production cost. As they are not operating at full capacity due to power shortage and will also incur maintenance cost due to damage inflected on their machinery as a result of frequent power interruption. 

Another infrastructure related challenge for a wood processor in the region is frequent electric power interruption. Power interruption is the primary challenge for wood based industries operating outside clusters and or industrial zones. Furthermore, harvesting and collection of woods are very difficult due to poor road infrastructure in forest plantation areas.

9. Deforestation and unscientific harvest of non-timber forest products:

Low land areas of the region is reach in dry land trees such as Acacia, Boswellia and Commiphora that are a source of high valuable non-timber forest products including gums and resins. Currently due to an expansion of agricultural, extraction of wood for fuel and construction, free grazing, forest fire, pest and diseases, over-tapping, seasonal migration those tree species are under severe destruction to the extent of losses. Insufficient research and development activities makes efforts to help regeneration of those trees remain very difficult.

Tigray region is also one of the potential and well known honey producing regions covering approximately 10% of the total honey production of Ethiopia. However, beekeeping and production of honey is becoming very difficult due to rapid deforestation, traditional harvesting technique (low productivity and causing forest fire), poor knowledge and skill, lack of modern equipment etc.

On the other hand, the region also has a high potential for growing bamboo. However, absences of extensive research activities are one of the main obstacles for attract private investment.
Actionable Recommendatios

Existing and high demand for forest products could only be satisfied including among other through enhancing domestic production capacity of forest products, ensuring sustainable management of forest resources and most importantly promoting the participation of private sector engagement in commercial forestry and wood processing sectors. However, the participation of the private sector in commercial forestry and wood processing is hampered by the above stated barriers emanating from existing policy, regulatory and administrative practices. Hence, the following lists of actionable recommendations are proposed to address challenges hindering the participation of private sector participation in commercial forestry and wood processing. 
1. Dealing with Policy and Regulatory Issues:
In order to improve policy and regulatory environment in commercial forestry and wood processing, the regional government should

· Devise and implement a dedicated policy and regulatory framework governing and promoting forest investment,
· Introducing a regional proclamation, regulation and directives based on a forest development, conservation and utilization proclamation introduced at a federal level;
· A 30% advance payment has to be applied in government procurement bid for supplying supply of locally produced office and household wood products;
· Lift a ban prohibiting individual small scale tree growers from directly supplying round wood to processors.

· Take necessary measures to ensure the amount of tax imposed on round wood suppliers according to their ability to pay,
· Devise a mechanism to control illegal round wood suppliers.
2. Identify, designate and make investment-ready land available for forestry:
In order to address challenges related to lack of suitable land for commercial forestry investment, government should;
· Identify and avail designated ready to invest land free of tenure conflict in collaboration with zones, wordea and kebeles for private investors interested to engaged in commercial forestry,

· Promote commercial forestry investment through concession between private sector and government and or with the community; 
· Implement outgrowers scheme (small-scale forest plantations) among other through providing various incentives such as guaranteeing fair prices, address their capital constraints,  providing professional support etc., 
· Devise a regional soil map, land suitability index and land use plan including to provide a simplified recommendation on the types of soil/ land / climate needed for commercial forest plantations.
3. Improve access to Finance:
Access to finance related challenge of private investors engaged in commercial forestry and wood process sector could possibly address through
· Establishing a special line of credit (where a long term and adequate finance to be provided) considering a unique nature of investment in commercial forestry;
· Arrange unique funds (special funds) for the development of commercial forestry investment and associated wood-based industries.

· Increase credit limit of MFIs and reduce the percentage of credit interest rate to a reasonable amount through considering the current capacity of SMEs,

· Improve service delivery at DBE and MFI (reduce bureaucracy to obtain loan); 
· Provide especial attention to avail foreign currency for  wood based product manufacturing industries,

· Apply an advanced payment in a government procurement bids for supplying office and household wood products.
4. Facilitate establishment of public-private partnership platform for commercial forestry development:
In order to fully utilize the benefits of PPP in the forestry sector, the government needs to 
· Develop and enact a regional legislation governing PPP including investment in commercial forestry;
· Develop a PPP framework for private investors to engage in forest investment through using  the existing state owned forest plantations including through concessions;

· Implement fiscal and regulatory incentives (indicated in Proclamation 1065/2018) and necessary supports to promote private sector engagement in area of forest investment through PPP.

5. Support organized private sector engagement:
Those involved in forest investment and wood based industries should
· Establish associations at a regional, zone, woreda and city level that reflect their common concerns and specific interests;

· Provide research based recommendations to government to address barriers hindering the sector’s development;

· Gather and consolidate member’s views and to have a common lobbying voice to engage with the government,

· Promote overall development of the sector through providing information and business development support services to their members.

6. Address raw material shortage, improve productivity and value chain:
In order to address challenges related to a raw material supply shortage and improve productivity,
· Introduce outgrowers scheme (small-scale forest plantations) among other through providing various incentives such as guaranteeing fair prices, address their capital constraints,  providing training and technical support etc to ease raw material shortage;
· The respective regional office should take strong measures on those involve in hoarding to create artificial supply shortage and thus inflate the price, 

· Introduce product standard;

· Strengthen the linkage between education institution and wood based industries in training skilled manpower in area of wood technology;
· Introduce the platform linking raw material suppliers and the industry including through contractual agreement,

· A value chain approach should be adopted through the development of regional forestry and wood processing industry clusters.
7. Enhance research and development activities:

· Education and research institutions need to conduct comprehensive studies to identify and address challenges and promote forest investment; 

· Research and development activities need to focus also on promoting commercial forestry in the region in addition to rehabilitation of degraded lands,

· Strengthen university and industry linkage in research and development activities in area of commercial forestry.

8. Improve infrastructure condition  

In order to improve challenges related infrastructure, the respective regional government office needs to 

· Establish additional production sheds/clusters with necessary infrastructure and provide to wood processors,

· Avail land for those with a financial capacity to build their own working premise and selling shops
· Address challenges related to a difficulty to obtain electric transformers;

· Build road infrastructure in forest plantation areas in collaboration with the community.
9. Reduce deforestation and unscientific harvest of non timber forest products:

In order reduce deforestation and to control unsustainable harvest of non-timber forest products the respective regional offices need to 

· Provide awareness creation and trainings regarding sustainably harvesting of non-timber forest products through proper rotation; 

· Take necessary measure for education and research institutions to conduct extensive research to help regeneration of dry land trees that are sources of non-timber forest products. 

· Facilitate private investors (processors) to engage in management and harvesting of non-forest products through concession with the government or with the community;
· Provide necessary support for private investors to engage in value addition of non-tree forest products;
· Conduct strong monitoring in order to control unsustainable harvesting and over tapping of lowland trees,
· Take necessary measures to reduce deforestation.
· Research and development activities have to be conducted to expand bamboo plantation in the region.
10. Establishing regional Technical Working Group (TWG) to follow up on Actions Agreed at the PPD forum

· Establish Technical Working Group (TWG)/ a cross-sectoral committee comprising higher officials representing Tigray region bureau of agriculture and rural development (Forest development and utilization directorate), bureau of industry and urban development (Investment development and Trade development directorates), Environmental Protection, Rural Land Administration and Utilization Agency, Mekele Environment and forest Research Center, Tigray district Development bank of Ethiopia, Dedebit Credit and Saving Institution, Tigray Chamber of commerce and Sectoal association,

· The committee would be hosted in by region’s bureau of Agriculture and Rural development to be chaired by the head of the bureau,
· The committee would be established ad-hoc to follow up on and steer actions agreed on by the PPD, and its duration would last until a proper and formal mechanism is established within the concerned bureau. 
Matrix of challenges in commercial forestry and wood processing industry development in Tigray region and recommended measures
	No.
	Issue
	Challenge
	Cause
	Effect
	Recommendation
	Responsible entity

	1
	Policy and regulatory environment
	Absences of dedicated policy and legislation governing private forest investment
	A dedicated policy and legal framework administrating private forest investment is not yet devised and put into action.
	Makes acquiring long-term finance and suitable land for forest investment is very challenging.
	· Devise and implement a dedicated policy and regulatory formwork governing forest investment,

· Introducing a regional proclamation, regulation and directives based on a national forest development, conservation and utilization proclamation.
	· Bureau of agriculture and rural development, (DIRECTORATE)
· Bureau of environmental protection, rural land administration and Utilization Agency, 
· Mekele Environment and forest Research Center.

	
	
	Imposition of high tax
	Most of round wood suppliers are category “C” taxpayers and will not hold book of account.
	The amount tax imposed is determined by estimation.
	· Provide training on book keeping,

· Devise a mechanism to ensure the amount of tax imposed on round wood suppliers according to their ability to pay.
	· Bureau of revenue

· Tigray region Chamber of Commerce and Sectoral Association.



	
	
	Illegal (Unlicensed) round wood suppliers
	Weak monitoring and control.
	Licensed round wood suppliers are forced to out from the business
	Execute a mechanism to control illegal round wood suppliers.
	Bureau of Industry, Trade  and urban development (Trade development directorate)

	
	
	Ban on individual tree growers to directly supply round wood.


	Currently Individual tree growers are banned from supplying round wood products directly to wood processors unless they have licensed or pay 30% of the total value of product


	· Discourages individual small scale tree growers;

· Worsen shortage of round wood supply, 

· Inflating the price of round wood, increase the cost of production and thus affect market competitiveness of wood processors.
	Lift the ban prohibiting individual small scale tree growers from directly supply round wood to processors.


	· Bureau of industry and urban development

· Bureau of agriculture and rural development.

	2
	Access to suitable land 
	Absences of identified and  designated ready to invest land for forest investment
	· Shortage of suitable land,

· Fail to devise a regional land utilization plan and soil map


	Discourage private investment to engage in area of commercial forestry.

	· Identify and avail designate suitable land free of tenure conflicts for forestry investment in with zones, wordea and kebeles;
· Promote commercial forestry investment through concession,

· Implement out-growers scheme though providing incentives and necessary supports;

· Devise a regional soil map, land suitability index and land use plan 
	· Bureau of agriculture and rural development,

· Environmental Protection, Rural Land Administration and Utilization Agency, 

· Bureau of Trade  Industry, and urban development (Investment development directorate)

· Mekele Environment and forest Research Center,

· Mekele university

	3
	Access to Finance
	Diffcult to obtain adequate finance
	· Shortage of foreign currency,

· Limited amount of credit provided by MFI;

· High credit interest rate,

· Extended bureaucracy and difficulty to fulfill a list of conditions;

· Reluctance of financial institutions to provide loan for commercial forestry due to the nature of forest investment 
	· Wood processing enterprises need to wait for months to obtain foreign exchange needed to import inputs and machineries and spare parts;
· It create difficulty for wood processors to
· operate at full capacity;
· supply products as per the agreed contract and
· build their working premises on a land they already aacquired/
· Low interest to engage in forest investment.
	· Arrange a special funds for the development of commercial forestry investment and associated wood-based industries;
· Provide especial attention to avail foreign currency for  wood based product manufacturing industries

· Increase credit limit of MFIs and reduce the percentage of interest rate to a reasonable amount through considering the existing capacity of SMEs,

· Improve service delivery at DBE and MFI (reduce bureaucracy to obtain loan); 

· Apply an advanced payment on government procurement bids for  a supply of office and household wood products.

· Establishing a special line of credit taking into account a unique nature of forest investment.
	· CBE,

· Dedebit Credit and Saving Institution’

· DBE,

· Bureau of Finance and Economic Development 

	4
	PPP framework for commercial forestry 
	Absence of a public-private partnership framework for forest investment
	A framework governing PPP on forest investment is not yet devised
	Obstructs the opportunity to tap private sector’s knowledge, skills and expertise, resources and technology to bring growth in forest sector investment.
	· Develop and enact a regional legislation governing PPP including investment in commercial forestry;

· Develop a PPP framework for private investors to engage in forest investment through using  the existing state owned forest plantations including through concessions;

· Provide incentives (indicated in Proclamation 1065/2018) and necessary supports to promote private investment in area of forest investment through PPP. 
	· Bureau of Trade, industry and urban development (Investment development directorates), 
· Bureau of agriculture and rural development.



	5
	Raw material supply, productivity and value chain
	Shortage of raw material supply 
	· Declining production and supply of round wood and timber products,
· A subsequent raise in transportation cost.

· Hoarding to create artificial supply shortage 


	· A lot of wood processing enterprises are 

· unable to operate at their full capacity,

· forced to use other raw material (other than eucalyptus) through buying at a relatively high price.

· Increase production cost, increase price final product and thus affect market competitiveness.
	· Introduce outgrowers scheme (small-scale forest plantations) through providing incentives and necessary supports;

· Take strong measures on those involve in hoarding to create artificial supply shortage and inflate price.


	· Bureau of agriculture and rural development, 
· Bureau of Trade industry and urban development (Trade development directorate), 
· Environmental Protection, Rural Land Administration and Utilization Agency, 
· Mekele Environment and forest Research Center,
· Mekele university


	
	
	Low productivity
	· Shortage of skill manpower, 

· Lack of modern technologies and machineries

· Poor quality of raw material and  

· Poor pre and post harvesting techniques and lack of modern equipment.
	Wood based industries are have low productivity and are at low stage of growth;

	· Strengthen the linkage between educational institution and wood based industries in training skilled manpower in area of wood technology;

· Introduce product standard.
	

	
	
	Poor value chain
	Under developed wood processing industry and marketing
	Reduces the interest of investors to engage area of wood processing.
	· Introduce the platform linking raw material suppliers and the industry;

· Adopt a value chain approach through a development of regional forestry and wood processing industry clusters.
	

	6
	Research and development activities
	Inadequate research and development activities


	Most of the research and development activities in forest sector in the region is limited and focus mainly on rehabilitation of degraded areas.


	The research and development activities are poor in supporting forest investment.


	· Education and research institutions need to conduct comprehensive studies to identify and address challenges and promote forest investment;
· Research and development activities need to focus also on promoting commercial forestry; 

· Strengthen university and industry linkage in area of research and development on commercial forestry.
	· Mekele university;
· Tigray chamber of commerce and sectoral association.


	7
	Association of forest sector investors
	Absence of sectorial associations representing specific interests of forest sector investors
	Weak private sector engagement in area of commercial forestry 
	Unable to present concern and interest of investor for government.
	Establish association reflecting common concerns and specific interests of forest sector investors at a regional, zone, woreda and city level. 


	· Tigray chamber of commerce and sectoral association

· Bureau of Trade industry and urban development (Trade development directorate).

	8


	Infrastructure


	Difficulty to acquire work premises and space for displaying and selling products 
	· Lack of access to land,

· lack finance to build own premises,

· Unable to find production shades.

 
	· A number of wood processors are forced to operate through renting residential house and shops with high price,

· Unable to operate at full capacity due to power shortage,

· Increasing production cost and affects their competiveness.
	· Establish additional production sheds/clusters with necessary infrastructure, 

· Avail land for those with a financial capacity to build their own working premise and selling shops
	· Bureau of Trade industry and urban development (Investment development directorate).

	
	
	Frequent power interruption
	· Poor maintenance service;

· Difficulty to acquire transformer.
	· Wood processors are unable to operate at their full capacity,

· Incur maintenance cost due to damage on machineries because of frequent power interruption.
	Address challenges related to a difficulty to obtain electric transformers.
	Ethiopian Electric Utility Tigray district.

	
	
	Poor road infrastructure
	Absences proper  road infrastructure in forest plantations 
	Difficult to harvest and transport woods from planation areas.
	Build road infrastructure in forest plantation areas in collaboration with the community.
	Respective government office 

	8
	Deforestation and unscientific harvest 


	Expansion of deforestation and unscientific harvest of non-timber forest products


	· Expansion of agriculture land, extraction of wood for fuel and construction, forest fire, pest and diseases, seasonal migration, etc.

· Unscientific tapping,

· Insufficient research and development activities.
	Loss and difficulty to regenerate high value dry land trees


	· Take measures to reduce deforestation,

· Provide awareness creation and trainings for sustainably harvest non-forest products through proper rotation, 

· Facilitate private investors (processors) to engage in management and harvesting of non-forest products through concession,

· Provide necessary support for private investors to engage in value addition of non-tree forest products,

· Conduct strong monitoring in order to control unsustainable harvesting and over tapping of lowland trees,

· Engage education and research institutions to conduct extensive researches to help regeneration of dry land trees.
	· Bureau of agriculture and rural development, 
· Bureau of Trade, industry and urban development (Investment development and Trade development directorates), 
· Environmental Protection, Rural Land Administration and Utilization Agency, 
· Mekele Environment and forest Research Center,
· Mekele University.



	
	
	Difficult to engage in beekeeping and honey production 
	· Rapid expansion of deforestation, 
· Traditional harvesting technique, poor knowledge and skill, lack of modern equipment.
	Annual production of honey is declining


	· Take necessary measures to reduce deforestation,
· Provide harvest improving  technical and material support.  
	

	
	
	Difficulty to expand bamboo plantation 
	Lack of extensive research output to expand bamboo plantations in the region.
	The region unable is yet to properly start exploiting the potential benefit bamboo.
	Research and development activities have to be conducted to expand bamboo plantation in the region.
	


� Climate Investment Fund (2017), multi-sector investment plan for climate resilient agriculture and forest development 2017- 2030.


�  World Bank (2018), Forest (www.worldbank.org/en/topic/forests/overview)


�  MEFCC (2016), National REDD+ strategy (2016 - 2030) 


�  Federal level PPD on “Barriers and recommended measures for the Commercial Forestry and Wood processing  Industry Development in Ethiopia” held on April 2017


�   Regional State of Tigray Bureau of Planning and Finance (2018)


� Land spanning at least 0.5 hectare covered by tress and attaining a height of at least 2 meter


� Mekele Environment and Forest Research Center


�    MEFCC National REDD+ Secretariat (A concept note for Tigray regional state REDD+ program design)


�    MoA (2007), Forest Development, Conservation and Utilization Policy and Strategy





� Debesaye Aagricultural development and processing technology consultancy plc (2014), Socio-economic importance and development of boswellia papyrifera in western and north-western zones of tigray regional state of Ethiopia.


� Getachew & Wubalem (2014), Resource potential of bamboo, challenges and future directions towards  sustainable management and utilization in Ethiopia


� Small, Medium and large industries


� A contract given to a person with legal standing to develop, conserve or to utilize a given state forest for a defined period of time


� ተሻሻሎ የወጣው የትግራይ ብሔራዊ ክልላዊ መንግስት የገጠር መሬት አስተዳደርና አጠቃቀም አዋጅ (አዋጅ ቁጥር 239/2006)


� MoFED Federal public procurement directive (June 2010) 16.26 Advance payment
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