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Abstract 

Coffee i ' one of the world most traded goods alld the majority of the production took place in developing 

countries. The small-scale cojfee fa rmer whu depend on international market fo r their product highly 

marginalized by the unfa ir international terms of trade and combined with imperfect local coffee lIIarket 

conditions induced farmers in a vulnerable position and live in absolute poverty. These problems. among 

others led to the f ormation of fair-trade certification scheme in order to help poor marg inalized coffee 

farm ers through their own organization to get accesses to international market and get fa il' price for their 

product. 

Thus. this study is about the role of Fair-trade certified small-scale coffee farmers. Though. 

modern cooperatives exist in Ethiopiafor many decades the reorganization of coffee cooperatives alld the 

cooperative union ajter 1991 was partly in relation to the international coffee cris is that occurred at 

various times. Thus. the main objecti ve of this study i ' to assess the role of 'Fair-trade' certified coffee 

farmers' cooperatives in addressing farmers problellis by taking Tuti Kanisa and Riga Damu primary 

cooperatives as a case in Melka Bello Woreda. East Hal' It'ghe Zone. 

111 order to address the research objectives. a qualitative data gathering techniques has been 

employed. These are. the prill1ary data were generated by conducting fieldwork through informant 

interl'iew. focus gruup discu 'sions and participant observations and ob. ·ervation. 

The re 'ult of the stlldy shows that fa ir-trade certified cooperati ves brou ht economic alld ocial 

bene/it to the fanners. Moreo ver. the existence of cooperatives in locol market brought competition [hat 

ill1pl'Ol'ed the price of coffee gradually at local market. Fanners also receive a premiulII that i ' to be 

in vested ill community developmentfromfair-trade coffee sale that benefits the whole community. 

Thollgh. tl/ere is good demand fo r fair- trade coffee in the international market. due to lack of financial 

capital. poor infras tructure and absence of proper coffee processing equipments. low level of f ormal 

education among members and the influence of khat production and exterllal intervention in coopera tive 

affairs are major constraints to be mentioned. 

Based on the findings of the study. it is recommended that the cooperative in order t f'.1 be 

succes:-,ful. tl/ere should be udequate financial capital for cooperatives. proper coffee processing mach ine 

should be ul'ailable at local level. there should be a II/ eons to provide fO I'll/cd education fo r coopera tive 

melllbers and negati ve extem al in tervention should be minimized in the affair of the cooperatives 

I V 
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I 

Chapter One 

1 Introduction 

L 1 Backgt-ound 

A fte r Worl d War II , coffee has been the second most valuable trade commodity foll owed by 

petroleum . Deve loping countries produce more th an ninety percent of global coffee prod ucti on 

while developed countries consume most of the coffee produced in the developing countri e 

(Pont e, 200 I). According to Global Exchange report (2002), United States consume one fifth of 

the worl d's co ffee production which is the large t share followed by Europe and Japan . ofTee 

i a typi ca l global commodity that the markets channels are extended beyond boarder and the 

price of coffee is determined at internat ional market stock exchange. 

Ethi pia i one of th e major coffee ex porting countries in Africa. Tilahun ( 1998) confirms th at, 

in ·thiop ia, it is apparent that coffee is the mo t important agr icultural product that yields the 

hi ghest hare of the country 's export earnings and government 's revenue. In addition to thi , 

about twenty- five percent of the population is engaged directl y or indirectly in coffee 

production, process in g and marketing as major means for it livelihood. 

olTee farm er produ ce co ffee in four different ways in Ethiopia; these include fore t coffee. 

semi -rorest, garden coffee and plantati on. About ninety eight percent (98%) of the coffee i 

produced by peasants on small landholdings that are less than a hectare and the rema ining 1\\ 

percent is produced by the state farm . St ill the production and process ing of coffee in Ethiopia 

has not changed much. Nearl y all coffee bean producti on process takes place manuall y and 

demands ex tensive labo r from planting of new trees to the fin al picking and process ing tage: 

(Love, 200 1:227). 

Small -sca le coffee fa rmers suffer from coffee pri ce fluctuati on that is determined by Jew York 

and London international stock exchange. Though Ethiopia is one of important coffee expolkr 

in Afri ca, in terms of SLIp ply the produ cti on is too small to influence globa l coffee price. Due OJ 

thi s small-sca le coffee fa rmers experi ence greater price instability continuously that is beyon J 

their control. Such conditions affect more coffee farmers than ex porters or merchants at t e 

local leve l who are in vo h ed in the coffee bu iness (ib id) . 



In re p net th e internati nal flee pri ce 111 e I 

fr III c ffee pr ducin c untrie and fr m the internati 0 mmunit . A c rdin g t i l~ rd 

(_ ..j : I ), a new way I' ( hall en ing upp rt t tile devel pi n 

~ ir-trade in itia tive a a rrecti e mea ure ~ r the c ffee pr ice cri I' the 

de el ped c untrie were c ncerned ~ r oflee pr du er and their livin c ndition 

n eq uentl y, thi led t the formati n f Fa ir-trade la eling tem a b th a bu ine 

partner hip and a gl bal cialm vem nt , whi h tri e t guarantee the pr duc r i .e., th ey ha e 

t be paid a fair price for their pr duct. Fa ir-trad Federati n (2002), n ted that I bal offee 

c mm dity chain u uall y involve multiple x hange beginning with the pr duce r be~ re 

m ving to the middlemen, exp rter , r tailer , and finall y the c n umer . hain, 

produ er rece ive mall p rti n at the fir t tage I' the value chain. T help mall - ale free 

farmer reta in rea onab le price ~ r their pr du t vari u certi ficati n chcme are pr p ed. 

Fair-trade i ne am ng the e cheme, which attempt t alter the internat i nal dit y 

chain in fav r I' the pr imary producer in th e devel pin untrie (Backman, 2009 :17). 

A c rdin Iy, c ffee is directly purcha ed fr m pr ducer in devel ping c untrie in rder t 

he lp primary pr duc r ' through Fair-trade certifi ed cheme. A the result, fair-trade y tem 

III kin g u e fdem crati cJ ll y run farm er ' c ffee c perati ve in devel pin c untrie 

In order t confront the internati nal pri ce nuctuat ion and t Ive ome I' the I r blem 

faced by c ffee farmer at I ca l leve l the FDR - g ernm ent initiated the re-e tabl i hment 

co ffee cooperative. Though co peratives in general and c ffee c perative in parti cu lar 

exi ted over th e pa t decade, th e rec n iderati n f coffee co perative after 199 1 i related 

w ith the intern at ional co ffee pri ce cri i (Worku , 2008). 

In Ethi opia th e beginni ng of m dern c operative III general and coffee cooperat i\e_ In 

particu lar trace back to 1960 ,\' ith the promul gation of ' Fa rm worker ' cooperative soc iety 

dec ree 0.44/1960 of the Imperi al regi me whi ch paved the way for the eSlabli hmen of 

co perati ve . The decree rec gni zed cooperat ive a v ital actor f, r the verall deve l p ent 

f th e c untry. However, due to va ri u rea on th e coopera ti e failed t achie e the de i ed 

objecti e et by the g vemment. fter the 1974 revo lution, the militar regime pted for he 

'oc ia lit ideology and th i in turn gave a \ ider cope for the emergence f co perat i e In he 

cou ntry (M e fen , 2007) . . -\ the re ult, the Derg regime e tab li hed Pea ant ciat ion . 

Pro lI cer and crvice c ~' "cra ti \ c<; b~ government in iti ati\ c a" a pr ce f . oc iali/ (l IP' (' 
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mnj r mean of agricultural producti on. Thu ,co perati ve \. ere u ed a main in trument to 

im plement the oc iali st ideo logy among th e rural communitie . However, with the downfa ll 

of the Derg regime, the cooperati ve were aboli shed without bringing the desired outcomes 

(Wegene. 1989). 

The estab li shment of coffee cooperati ves a lso goes back to 1960s. However, after 199 1 

cooperati ve were reconsidered again . The reestablishment of the primary coffee cooperati ves 

and Uni ons ha been substantiall y assoc iated with and a respon e to the drasti c dec line of 

coffee pri ce in international market. Moreover, cooperati ves aimed at to enable small-sca le 

co ffee fa rmers to participate in the free market economy. The cooperative Unions rece ive their 

members' products and directly export to the international market. The OCFCU (Oromiya 

offee Farm er Cooperati ve Union) established in 1999 wa started to work in line with fa ir­

trade certi fi ca t ion scheme and faci litate coffee export on behal f of small-scale coffee producer . 

imilari y, primary co ffee farmers' cooperatives have been reestabli shed to overcome problem 

th at small - ca le coffee farm ers face at local leve l (Mesfin , 2007: 2) . Therefore, based on the 

above remarks, the stu dy assessed the ro le of the two coffee producers' cooperative societi 

Ri ga Damu and Tuti Kani sa located in Melka Bell o Woreda, eastern Hararghe zone. 

1.2 Statem ent of the Problem 

The re-estab li shment of the prImary cooperati ve, the Union, and the move towards th e 

producti on an d marketin g of fair-trade organi c coffee by farm ers' cooperati ves at th e 

in ternati onal level is recent phenomena. According to the document of the OCFCU Fa ir-trade 

was in trod uced in Ethiopia by Oxfam in ternational in 2004 workin g with OCFCU as the firs t 

fa ir-trade partnership . Due to these, there is no substantial research made to assess the role of 

co ffee farmers' cooperati ves and especiall y on the impact of fa ir-trade since 2004. There are 

SO ll1 e literatures on Hara r's coffee but they emphas ized in relation to the potential it ha fo r the 

co un try's foreign exchange earnin gs. The econoll1i c ill1pact of ' fa ir-trade' and cooperati ves are 

ill1 portan t aspects th at are not studied yet in relation to the small-scale coffee producers. 

ll1 atter how signi fica nt the Harar' s coffee fo r the country s fo reign exchange earnin g. t h'~ 

co ndi ti ons of the coffee producers at the loca l leve l have been over looked. However, curren t l ~ 

there arc some few recent researches on the related top ic on either coffee coope rati ves or Fa i -

3 



trade. they o ften tend to emphasize on the fo rest and semi -fore t co ffee production in the outh 

and outhwestern parts of Ethiopia . 

ince the coffee of Hararghe has, spec ia l place in the internati ona l market and still represent 

cruc ia l means of live lihoods fo r many farmers it is cruc ial to look at the ro le of the cooperatives 

at the local level. This study tries to shade light on the coffee fa rmers ' s ituation before and after 

the estab li shment of fa ir-trade certified coffee fa rmers' cooperatives. Therefore, to meet its 

obj ec ti ves, the study tries to use an anth ropological perspectives and descript ive account of the 

ro le o f co ffee fa rmers ' cooperatives and fa ir-trade in Melka Be llo from farmers perspectives. 

Thus, the main purpose of the study is to assess the ro les o f the coffee fa rmers' cooperatives 

and fa ir-t rade in he lping farmers to overcome the long existed problems both at local and 

internati ona l leve l. 

1.3 Objectives of the Study 

1.3.1 General objective 

The genera l obj ecti ve of the study IS to assess the ro le of Fa ir-trade certified coffee 

coo pe rat ives in improv in g the li ving conditions of small-scale coffee fa rmers in Melka Bell o 

Woreda . 

Based o n the above genera l objectives, the fo llowin g are specific obj ectives of the study: 

• To show the process of prod uction, harvesting, and marketing of coffee in the stud ied 

a rea . 

• To describe the main actors in the coffee business : at local, national and internat iona l 

leve ls. 

• To I ist the economic and socia l benefit of cooperati ves and fa ir-trade at grass root 

leve ls 

• To find out fa rm ers perceptions, partic ipat ion towards cooperati ves and fair trade 

• To iden ti fy challenges and opportunities presented to cooperati ve acti vit ies 

1.4 Research Methods 
In o rder to add ress the above objectives, both prim ary and seco ndary sources of data were used. 

Seconda ry sources were usefu l before and afte r conducting fi e ld study. T hus, attempts were 

made to review some written documents of the cooperatives in the study area and the document 

of OC FCU. In add iti on. some materi a ls were reviewed , li ke documents of the \\ reda 
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adillin i trati on, documents of other related offi ces including the bureau of cooperativ e 

promoti on and the east Horarghe zone of finan ce and admini stration. 

Primary ources; the relevant first hand inform ation w~s gathered through fieldwork . The 

fi eldwork methods include interviews, key in fo rmant interviews, observati ons, parti cipant 

ob ervati ons, focus group discussions. 

1.4.1 Interview 

Thi s was used as a main research too l and is one of the major sources of primary data. An in 

depth un structured interviews were held with heads of cooperatives, DAs, cooperatives 

member, the woreda administrators, cooperative promotion office and the managers of the 

OCFCU. An in-depth key informant interviews are important to understand how farmers 

benefited from cooperati ve activities, their perception towards cooperatives and fair trade, their 

parti cipation in cooperatives activities. In general, it is important to get detailed information on 

how coffee is produced and marketed at the loca l level. By making fanners the primary subject 

of the stud y, key in for mants were drawn among member farmers from both cooperatives, 

interview with these fa rmers was important in collecting on some specific informat ion on 

crucial aspect of the farm ers lives in relat ion with coffee production. Twenty-four farm ers were 

interviewed out of th ese seven were key inform ant from both cooperatives including three 

farmcr among the cooperatives management com mittee. In add iti on to this, brief interv ie\\ 

we re made with farmers on market day and at the cooperati ves respective localities. Moreove r, 

mo t relevant data were also generated through informal discussions during the market da) s 

and wh ile visiting coffee farm both at Bereda and Mulisa Haqa . Farmers in the study area we re 

elected as key informants with the help of cooperative managers; based on some cr iteri a: 

ordinary member farmers producing coffee as a means of livelihood, the abili ty to reve l 

re levant information and able to remember the critical periods (challenges they face) in relation 

to co ffee production and marketing. 

In most cases interv iew has been conducted with farmers on coffee farm or near to the i r 

homes. Most of the key informants were visited t"vice whereas due to transportation problem. 

some farmers were interviewed once while on the fie ld. The other im portant informants are lh(: 

cooperat ive management committee; thi s is because they themselves are farmers in additi on t o} 

runn ing the cooperatives. Attempt were made to fill the gap with their help and much time waS 

pent with them at Harawacha. 
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1.4.2 Foell Group Disell sion (FGD) 

Thi method of data co llecti on i im portant t c Il ect informat ion about group perspecti ve 

t ward cooperative activities, social and econom ic a pects of c ffee in th e area. In addition, it 

is important to know about farmer participation in the c operative common attitud 

t wards the cooperative activities, fair-trade and fair-trade certi fication process and ocial 

dcvelopment project a sociated with them. From each cooperati ve six management 

committee were se lected. These are the manager , cashi er and coffee purchas in g 

c mmit1ee . The main rea on for their selection was their willingne s and the di cus ion with 

the management comm ittee held at Harawacha. 

The F D main ly contains two group, the coope rative management committee and m mbe r 

farm ers. The FGD that wa held with the cooperati ve manager were at one of the cooperative 

(7'l/ li Kanisa) fflce at Harawacha. It i common tradition in the area to keep a room adjacent t 

the main office for gusts loca lly called bercha (khal chewing session) room. During their pare 

ti mc (e pec iall y afte rnoon), management committees were interviewed a a group and ~ Cll 

group di cus ion were held . Since the time of fi eld -research c incide with the time for c ffee 

mark etin g in the area, the time for FGD was often held out ide the coffee marketing da; . 

During thi s tim e, cooperali ve manager were easil y ava il ab le at the main bercha e ion . in ce 

the management com m ittees of both cooperatives are close friend and spent much f th e i r 

time togeth er it was poss ible to conduct FGDs easil y. During the discuss ions, ideas were 

f< rward ed as question based on questioner guide, parti cipant of the FGD were a ked to di Cll 

important i sues and whil e notes were taken and guides the participant through que ti 11 in a 

way th at help to bring the relevant issue . 

imil arl y. FGD with the fa rmers was held in the local areas at dusk in which farmers exchange 

in formation and ta lk about various issues. Thi i the time, locall y known as ni ght bt! rcha 

se sion. As a 'tradition', chew in g khal accompani ed by talks and di cuss ions and it is a ti me ~ r 

being re laxed from the hardship of the fa rm work of the day. Farmers for FGD was selecte 

with the help of the cooperative managers. Eight farmers were ca ll ed and gathered at one of m:­

ho t fa mil y: the bookk eeper of the Tut i Kani a coo perative in Boredaa and the manager \) f ll1 ·.: 

Riga DOl1lu cooperati e at Mulisa Haqaa PA re pectively. Rea on for their selection i fi r 

6 



ba ed n their willingne and th e fa rm er who were th ught to be \ ell informed and f, r 

their pro:-; imity to the place f the F D. 

1.4.3 Ob el"vation 

Both participant and non-participant observati on were conducted. The e methods are 

im po rtant in which some valuable data were co ll ected. In addition, it is important to va lidate 

and cro check some of the data gathered th rough interviews and FGDs. In addition, it wa 

use ful to maintain close contact with the cooperati ve manager , with the farmer and with the 

c mmunity in general. On market day at Harawacha, Bereda and Mulisa Haqaa I wa actin g 

a one of the cooperati ve managements committee in order to observe the coffee transaction . 

Through participant observation and observation, I had the opportuni ty to observe the coffee 

fa rm in both loca liti es. Moreover, ob ervati on gave an opportunity to find out in practi e 

weather the in ternational coffee cri i fo rced fa rm ers to rep lace khat in favor of coffee and to 

fi nd out what has bee n reported by 0 FCU on the community development in relation to fair­

trade. It wa al 0 importa nt to have an insight on the report of the benefi ciaries' a well a tho e 

in charge of the coffee fa rmers' cooperat ive soc ieties. Fin all y a a mean of d cumentati n 

pictures were taken to document phy ica l evidence while verbal data wa noted. 

1.5 Profile of the OC FCU and the Primary Cooperatives 

1.5.1 Profile of the OCFCU 

The Oromiya Coffee Fa rm ers Cooperati ves Union (OCFCU) ltd is a smallholder coffee 

growers' owned cooperati ve uni on e tab lished in June 1999 by 34 cooperatives with 22,503 

farmers. OCFCU is a democratic members' owned busine s operating under the principle of 

Intern at ional Cooperati ve Alli ance (ICA) . It was establi shed with the objective to facil itate th e 

direct ex portation of coffee produced by small -scale famlers and ass ist in marketin g, 

process ing and prov ide other serv ice . The objecti ves of the Uni on as stipulated on it bu ll etin 

are; to improve farm ers' income, mai nta in the qua lity of the coffee production, im prove and 

maintain the sustainabi lity of coffee ind ustry. improve qu ali ty and prod ucti vit ) of Elhi pi iln 

co rtee , regul ate loca l coffee market, prov ide farm er 'vv ith the be t er ice. 
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Currentl y the Union repre ent 129 primary cooperati ve . All the 129 primary cooperati ve are 

operating under the fair trade princ iple of which 28 of the cooperatives are far trade certifi ed. 

The Uni n selling fair-trade certifi ed cooperati ve coffee sin ce 2002 (OCFCU bulletin , 2007) . 

1.5.2 Profile of Riga Damu and Tuti Kanisa Farmers Cooperatives 

Similarly, the two primary cooperative , which are the subj ect of th e study, are called Riga 

Damu and Tuti Kanisa. The first established in 1998 with 19 male and 3 female and total of 22 

members at the time of establishment. Currently the membership grows to 539 male, 213, and 

total of 752 members. The later also established in 2006 with ixteen members at the time f 

the establi shment. Current ly the membership grows to 570 male and 130 fem ale and total of 

700 members. Both cooperatives registered and licensed from the East Hararghe Zone of 

Cooperative Promotion Office as mUlti-purpose cooperative. Tuta Kanisa located at Bereda 

36km and Riga Damu located at Muli sa Haqaa PAs 42 km from the main coffee trading cen te r 

HarOlvacha respectively. The management structures of both cooperat ives consist of genera l 

manager at th e top, supervisory comm ittee, board of directors and manager at the lower leve l o f 

th e cooperati ve management structure. A coffee Fa rmer can become a member voluntaril y with 

an app li ca tion letter that states hi s willingness to be member and accept and obey the by low f 

the cooperat ive society. If application accepted, pay an iterance fee and buy a capital share 

based on hi s/her capac ity to afford. The share reneges from 250 hundred to 2500 thou and birr 

1.6 Field Experience and Justification for Selecting Research Site 

Before the proposa l has been accepted , contact was made with the OCFCU, because it is the 

biggest Uni on that has almost members from various loca lities of coffee growing areas of th e 

reg ion. Having explained the interest and objective of the study i.e., that I am interested to 

conduct research on Hararghe coffee and coffee cooperatives, th e Union' s managers suggested 

lour member cooperatives in Eastern Hararghe who have good performance in relati\ e to other 

member cooperatives. These are, Chaf e Janota in Deder, Iii/ii Darartu in Bede17170 and TUc'i 

/{onisa and Riga Damll in Me/ka Bello. 

Durin g th e preliminary survey, it was ob erved that transportati on and poor road con iti ons ar-:: 

major problems to move from place to place. Thus, it was rea li zed that it woul d take time an,j 
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fill all ial re ource t deal w ith all the c pe rat i \'e - a 

foc u n nl y one lI'oreda that i M elka Bell ne 

ug e ted the nl n and decided t 

f the maj r criteria' fI r ele tin g th e 

II 'o l'eda was ba ed n th e fI II w ing lint. cc rdin g to the infl rm ati n btain ed fr 111 

r Illi ya Agri culture and Rural Deve l pment nice, and th e F U, the woreda i be t 

kno \\ n fI r its fine t coffee producti on in term o r quality and in v lume. In addition t thi , 

relati ve ly from other parts o f Ea tern Hararghe (from the own ex peri ence), coffee I ma) r 

ource of income for farmers instead of khat or any ther ca h cr p . 

Ilav ing made discussion with the cooperative promotion bureau in Melka Bel lo it wa dec ided 

dea l with only two primary farm ers cooperati ves within the lIIoreda i .e. Tuti Kani a in 

lJereda and Riga Danlll in Mulisa Haqaa adjacent PA . They were elected for their; relatively 

the ea rlie t to be e tabli hed in the area, member to the 0 F , they have ignificant numb r 

f members in compar ison to other cooperati v , and relati ve ly well organized (fr m the 

di cu i O I~ held with Cooperative Promoti on Bureau) and they are FLO certified fI r th eir 

or 'anic production and proce ing co ffee. 

13c lo re etting for fi eld work, it is important to make nece ary preparati on in order t crea te 

go d rapport w ith the community. For this purpose, fir t, supp rti ve letter were rece ived fr m 

the l ' n ion to the mem be l' cooperati ve, that ex pia i n th e re earch bje tive, 0 that th e~ (ould 

prov ide the nece ary support. Sec nd, another upportive letter al secured from KOlllbolclia 

ATV ET (A gri cultural Technica l Vocational and Educational Training C lIege) in \\ hich I 

u ed to teach before I was enroll ed to post graduate program. The co ll ege ha a wider 

reputati on in I-Iararghe r r training DAs (Agri cultural Development A gents). The letter he lped 

a lot in order to get permi ssion to contact farmer and obtain inform ation from different otl ices. 

M oreover, th c fo rm er grad uates of the co llege who are found in vari ous pos ition in the" red a 

helped a a br idge to create good relati on w ith th e farmers and other woreda official in the 

area. 

In th e study area, it is very diffi cult directl y t approach the cooperati ve managers arid the 

rann er without th e proper con ent of th e conce rned administrati ve o ffi ces. Thu s, in 0 Ler t,_ 

get acceptance it was approached that the va ri ous offi ces hierarchica ll y. Fir t, talks helL \ ith 

th e 1\ (J /'eda admini trator. then the A griculture and Rural Deve lopment Bureau that led ::l t(, 

the cuopcrati ve pr moti on o ffi ce in whi ch th ey fac ilitated to contact the cooperative ma- ..:ger . 

i 11 per~o n at I-I arawacha. The c ope rat i ve manager th ey \.\ ere ho pitable and uppon i \ e The::. 
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helped me a lot to carry out my fieldwork without any problem. Both cooperati ves main o ffi c ~ 

located in their respective localities but they have offices at Harawacha in order to facilitate 

coffee purchase. Hara1llacha served me as a starting poin! for my field research . After my first 

preliminary vi sit, I had vi sited twice Harm-vacha. Juja, Bereda, Harew and Mulisa Haqaa. 

One of the major challenges in the area is seriolls transportation problem. Except on the main 

road, there is no public transportation, which connects the local areas with the main road . the 

loca l people either they should travel on foot (30 to 40 km) or use big trucks (lorry) along with 

other things, even that is available more on market days. One of the regularly available trucks 

(p ick-up) are those trucks (Isuzu) that transport khat from the deep local areas and are available 

on daily basis relatively than other means of transportation. Therefore, I forced to use these 

trucks for transportation that was very rough ride because, on rainy days the roads are slippery 

wi th areas difficult topography trucks do not move properly or stops for some days at all. The 

unexpected rain on my arrival after two days was a problem to move from place to place 

accordi ng to my schedule and forced me to wait for three days until trucks starts to move. On 

the other day where there is no rain, dust from the road is very challenging since it is open ride. 

On my arrival, unfortunately all the main woreda officials were on a meeting (all the East 

Hararghe zone officials held meeting in Harar town) and those officials who were delegated 

advi sed to wa it until the end of the mai n officials return . Thus, the first two weeks alm o:> ( 

wasted \\ ailing the major woreda offic ial s until they return from their meeting. With thi 

chall engin g situation, it was difficult to execute my fieldwork according to my sc hedule and 

much time had been spent on waiting for transportation. 

1. 7 Description of the Study Area 

1.7.1 Location and Size 

Melka Bello di strict lies between 8°31 ' and 9° 14·N latitude and 4 1 ° 10 ' and 41 °34 , E longitude 

to the west of Harar town. It is bordered by Deder district ( to the north and north east ) 

Bedenno di strict ( to the northeast) Gala Oda di stri ct ( to the south east) and west Hararghe 

Admi nistrative zone (to the west) . Melka Bello district has a total area of 1/47.2: sq.Km, 

accounting fo r 4.70% of the total area of east Hararghe zone. Its capital city, Jaja (has one 

Kebele) is about 168Kms far away from Harar town to west direction. The distriC has 22 

fa nners association and one urban center. 
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l. 7.2 Physical Cha,-acteristics 

The northern part of Melka Bello di strict is part of Harar plateau, and accordingly 

characteri zed by dissected plateau, Mountains, and hills. On the other hand , Harar lowland or 

plain mainly characterizes the southern part. [t lies in altitude between 960-2925masl. Its 

hi ghest peak i.e. Adem Cedi Burka mountain (292Smasl) is located to the north while its 

lowest place lies to the south in the floors of Rail/is, Jerjerlu and Dugo River valleys . About 

20 percent of its total area is explained by plains, while 2S% and S5% of its area are 

characterized by highland (plateaus, Mountains and hill s), and valleys including gorges 

respectively. 

1.7.3 Drainage 

The study di strict is drained by perennial rivers such as Jerjertu (with 38.75Km length and 

IS9 lit/sec di scharge) Jaja (with 23.7SKms length and 30lit/sec discharge) Ougo and Ramis 

and small seasonal streams such as Oda, Ela, Dubo, etc. [n general , the district lies within the 

Wab i-Shebale drainage basin. As calculated from the Topo sheet Map of the district EMA 

(Ethi opian Map Authority, 1979), there is total length of about 24S.0Kms of rivers and 

intermit tent streams in the district. This gives a drainage density of about 0.21 Kms of rivers 

and streams per Km 2 of an area in the district in 2002/03. On the other hand, there are no 

we ll -kno\V n lakes in the district. There are also several well-developed springs such as 

Beneda (30Ii tlsec), Keybelero (60Iit/sec), Hide Dega (I 01 it/sec), Gerba (3-4Iit/sec) etc. These 

springs are mainly serving for domestic and irrigational purposes nowaday. 

1. 7.4 Climate 

The stud y di strict has three major types of Agro-climatic zones namely kolla (tropical dr) 

climate), lVo inadega (tropical rainy climate) and dega (temperate rainy climate), coverin g 

about 39%, 41 % and 20% of the area of the district respectively. Kolla agro-clim atic zone 

(900-IS00 l11 a51) characterized by 41 0-820mm main annual rainfall and 20-2Soc me211 annual 

temperature. Similarly, woinadegas agro-climatic zone (ISOO-2 300masl) experiences average 

annual rai nfa ll and temperature ranging between 600, 2000mm , ISOc, and 20°c, \\ : ile dega 

agro-cl illl ati c zone (2300-292Sms) experiences average annual rainfall and tem perature 

rangi ng bet \Veen 1200 and 2000mm and 100c and IS0c. The di strict has Meteco logical 

statioll ; under the control of Ministry of Agriculture, it measures onl y rainfall . 
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1. 7.S Soil 

The major types of soils are; black. clay and cla;-Ioam soils covered about 40%, 15%. and 

45% of the total area of the district, respectively. Similarly, according to the information 

obta ined from Eastrn Hararghe zonal Atlas (1997) these soils can be classified into chromic 

ven isoils association (36 .53%) of the total area of the district, vertic cambisols and chromic 

ve l1i soils association (27.2%), luvic phaeozems and vertic luvisols association (4.53%) and 

eutric regosols and vertic luvisols association (1 .08%). The soil groups consisting of chromic 

ve l1i so ls, vertic cambisols and vertic luvisols association have good agricultural potentialities, 

but have certain limitations because of their swelling characteristics during wet season and 

cracking during dry season. On the other hand , luvic phaeuzems have high agricultural 

potentialities while eutric regosols are poor. 

1.7.6 Vegetation and Wildlife 

The di strict has few forests such as juniperus, procera (Tid, Ga/ira ) podocarpus Gracilior 

(Zig ba, Birbirsa) woodland savanna, junipurus wood land, Acacia woodland, grassland and 

manmade forest. These forests (manmade and natural forest) covered about 12.9% of th e total 

area o f the district. They are highly restricted to inaccessible area such as very steep slopes, 

hill s. peaks, etc. There are no protected forests of any type in the study di strict. 

l. 7. 7 Demographic and Economic Characteristics 

According to the Melka Bello woreda public relation office documents (based on the 1994 

pop ul at ion and housing census report) , the total Population of the woreda is projected to 

167.89 1 with male 8564, and female 82250. From the total population 9,531 are residents of 

rura l areas while the remaining 158,360 are urban residents. 

The major economic foundation of the woreda is agriculture. About 95 percent of the 

popu lati on depends for their I ivel ihood on agriculture; about three percent on an i mal 

husbandry and the rest are engaged in various activities. Out of the tota l area, the cultivated 

land is 54,567 hectares. The rural population in the temperate and semi temperate zone in 

additi on to the cash crop khat and coffee, crop production mi xed with animal husbandry is 

com mon . Coffee, Khat, and vegetables are the main cash crop and Maize and sorghum is 

starle food crop. In addition to this cereals producti on pulses, oil seeds, vegetab les, frui ts are 

also rroduced. 
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Acco rding to the Woreda Agricul tural alld Rural Deve lopment bureau (A RD), th e climatic an d 

land topography of Melka Bell o has hi gh pote ntial for co ffee production. Almost all PA (22 

PAs) are sui table for orga ni c coffee production. It is estimated that 27,723 .37 hectares ol' land 

in the wored a is favorable for organic co lfee prod uction. O Lit of thi s, 11.927.47 hectares o r land 

is covered by coffee and out of which 76 18.9 hecta res are hi ghly producti ve. The endowment 

of the area with indigenous variety of coffee and ranges of altitude that made suitable fo r 

orga ni c coffee production, made the area known as the home of the Arabica co ffee or Il arar. 

Due to this, the coffee from the area labeled by FLO is parts of the spec ialty coffee market. 
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Chapter' Two 

2 Literature Review and Theoretical Framework 

2.1 Definition and Concept of Cooperative 

2. 1.1 Concept of Cooperative 

There is no clear-cut and general consensus concernin g the definition of the term 

·cooperative' . The term used in different ways in di fferent countries, and it covers diffe rent 

types of cooperatives. According to Bager (1 986: 13), most definitions have been built upon 

some formal organizational characteri stic, like open membership, membership democracy, 

vo lun tary membership, and distribution of surplus according to turnover. Such formal 

charac teristi cs cannot, however, all be applied to all types of cooperatives, as for in stance 

open membership is impossible for a production cooperative, as member of employee has to 

be kept at a certain level. Most definition of cooperatives tended to be vague, because the 

ddi nit ions have to cover, different types of cooperatives. The definiti on forwarded in most 

lit erature is quite vague as it is unclear who the members are, what members roles are within 

cooperatives, and which types of economic interests are being promoted. Therefore, the 

defi ni tion to be used needs to be made more spec ific in ord er to di fferentiate from non­

coo perat ive types of enterprises. 

In mo t literatures, there are two basic types of cooperat ives, whi ch can be termed as service 

cooperat ives and produ cers' cooperati ves . The fonner type formed by households or 

enterp ri ses to promote th eir needs as consumers or producers; whereas, members of th e late r 

is emp loyees of the cooperative enterpri ses. On the world level, servi ce cooperatives 

domi nate in the capitali st countries, while production cooperatives dominate the form er 

soc ia li st countri es (Ibid). 

Serv ice cooperatives aga m could be sub-di vided in to two mam types: marketin g 

cooperat ives and purchas ing cooperati ves. Ma rketing cooperati ves can be fonn ed by 

prod Ll cers in order to process and market thei r products. wh i Ie purchas ing cooperati ves are 

formed by households or enterpri ses to prov ide them with commodities th ey need (Vl errett 

and Wlzar, 2004:25) . 

Apart from these two main types of service cooperati ves, there are also ex ist oth er types, 

wh ich provide certa in spec ific services for their members. Like banki ng sen ice and 
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insurance. The other I ) pes also cooperatives that provide a num ber of services and therelore 

be a mi xture of different types of service or mUlti purpose cooperatives (Ibid) . Thus, in li ght 

of the above points, the cooperatives that thi s study deals ~ith have a multipurpose character. 

They both organized marketing and processing of the products of their member, in addition 

supp lyin g farmers with inputs and provided certai n other services like credits. 

2.1.2 Definition of Cooperatives 

Cooperatives worldwide generally operate using the same principles as adopted in 1995 by 

the Internati onal cooperative Alliance (lCA). The principles are part of a cooperati ve 

statement of identity, which also includes the definiti on to a cooperative and list of 

coope rati ve values. According to the National Cooperative Business Associations (NCBA, 

2009) and ICA (2004), a cooperati ve is an autonomous association of persons united 

vo luntarily to meet their common economic, soc ial and cultural needs and aspirations through 

a jointly owned and democratically controlled enterprise. Cooperatives are based on the 

values of se lf-help, se lf-responsibili ty, democracy, equality, equity and solidarity. In the 

trad ition of their found ers, cooperative members believe in the ethical values of honesty, 

openness, social responsibility and carrying for others. 

2.1.3 Principles of Cooperative Organizations 

According to ICA (2004), Cooperati ves are establi shed on the foll owin g principles 

worldw id e. 

I. Voluntary and Open Membership- cooperatives are voluntary organi zat ions; 

open to all persons able to use their services and willing to accept the 

responsibilities of membership, without gender, social, rac ial , political or 

religious di scrimination. 

II. Democratic Member Control - cooperati ves are democrati c organ izations 

controlled by their members, who acti vity parti cipate in setting their policies and 

making their decision men and women servin g as elected representa ives are 

accountable to the membership . In prim ary cooperati ves, members h2. \ e equa l 

voting ri ghts (one- member-one-vote) and cooperati ves at other levels are 

organized in a democratic manner. 

III. Member Economic Pa rticipation : - members contribute eq ui tabl; to, and 

democrati ca ll y control, the capital of th eir cooperat ive. At least par: of that 
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capital is usually the common property of their cooperative. They usuall y rece ive 

limited compensation, if any, on capital subscribed as a condition of 

membership. Members allocate surpluses for any or all of the following 

purposes: developing the cooperative, possibl y by sett in g up reserves, part of 

which at least would be indivisib le. benefiting members in proportion to their 

transactions with the cooperative; and supporting other activities approved by the 

membership. 

IV . Autonomy and Independence: - cooperatives are autonomous, self-help 

organizations controlled by their members. I f they enter into agreements with 

other organizations, including governments, or raise capital from external 

sources, they do so on terms that ensure democratic control by their members 

and maintain their cooperative autonomy. 

V. Education, Training and Information: - cooperatives provide education and 

training for their members, elected representatives, managers and employees so 

they can contribute effectively to the development of their cooperatives. They 

inform the general public- particularly young people and opinion leaders about 

the nature and benefits of cooperation . 

VI. Cooperation among Cooperatives: - Cooperatives save their members most 

effectivel y and strengthen the cooperative movement by working together 

through loca l, national , regional and international structures. 

VII. Concern for Community: - While focus on member needs, cooperatives work for 

the sustainable development of their communities through policies accepted by 

their members (NCBA, 2009) and (I CA, 2004) . 

2.2 Review of Cooperatives 

2.2.1 Historical Development of Cooperatives Movement in General 

The practice of cooperation is as old as human beings from time immemorial people have 

been involved in voluntarily formed assoc iation for their betterment. However, modern 

cooperatives emerged in Europe. The earliest known and recorded cooperat ives form ed in 
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England during mid nineteenth century as a reaction to industrialization. Due to low wages, 

th e Engli sh factory workers could not affo rd to purchase enough food to keep their famil ies 

frolll going hungry. In 1844, one of enterprisin g group .o f workers formed the Rochdale 

purchasing cooperatives to buy food in bulk. By doing so, these consumers lowered the unit 

costs of buying grosses, enables them to purchase more for their hard-earned wages (Merrett 

& Walzar, 2004.5). 

Following an unsuccessful strike in 1844, 28 funnel weavers in Rochdale, England started 

the movement to combat low wages, high prices and poor quality food . The Rochdale 

consumer cooperatives were founded on the basis a clear set of principles. Their interest in 

cooperation built upon the foundation led by Welsh manufacturer and social reformer Robert 

Owen, who believed that ideal communities based on cooperation rather than competition 

wo uld eliminate unemployment and pauperi sm and create prosperous and harmoni ous 

comm unities (Balnave, 2005.3). The 1844, the Rochdale equitable pioneers soc iety opened a 

cooperative store in Toad Lane in Rochdale, England. Toad Lane considered as the birthplace 

of modern cooperatives because the principles and practice of the pioneers assured the 

success of the cooperative model and spread to other areas in the world. The establi shment 

and successfulness of the Rochdale cooperatives marks the beginning of modern cooperat ive 

era (N.C. B.A, 2009) . 

Cooperatives began to flourish in the late 19th and early 20
th 

century, immediately in the 

indus trial and mining areas of the Northern Britain and Scotland. It also spread quickly 

among the urban working class of France, Grammy and Sweden and among the rural 

populati on of Norwa y, the Netherlands Denm ark and Finland. During the Soviet era, 

marketing cooperatives in USSR and other Eastern Europe functioned as part of a centrally 

con trolled purchasing network for farm produce. Cooperatives in these countri es were 

modeled on the Russi an model , in which all land was pooled and worked in common and 

income was distributed according to work performed (The New Encyc lopedia Britannica, 

2005: 3:605:3b). 

The Briti sh immigrants played an important role in bringing the Rochdale principles to 

Au stra lia. Canada and USA. Cooperatives emerged as part of coloniali sm in No rth America. 

The 1irst cooperatives in Canada and Un ited States were near replicas of European models, 

o ft en st~ned by imm igrants with experi ence in European cooperati ve movements. I n it iall y. 
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th ese imm igrants and thei r ideas of cooperation come main Iy from Britai n, home of the worl d 

fi rst and leading cooperative movement (Merret and Walzer. 2004 :27). 

Likewise, the concepts of modern cooperati ve were introduced to sub-Saharan Afri ca by 

Euro pean colonizers often for promoting the production of cash crops by peasants. For 

instance, the first cooperative in Kenya was form ed by settlers in the 'white highlands' in the 

beginning of the century. The legal ordinance was passed in 1931 , but it did not allow 

A frican to form cooperatives (Bager, 1980:20) . 

Howeve r, after mid fifti es and after independence the situation changed radica ll y in mo t 

Africans countries. Rapid expansion of cooperatives movement has been significant from 

196 1, with the objectives of for producer ' s initiatives to have a better price for their cash crop 

as well as to encourage African-owned enterprises. The government accepted thi s expansion 

as an in strument of economic independence that was controll ed by expatri ates and non­

Afr icans (Abbott, 1995 :136). 

2.2.2 Modern Coope..ative Development in Ethiopia 

Cooperat ion is an age-old tradition that runs through the fa bric of Ethiopian society. 

Cooperative work among the rural community is not new phenomena. The traditi onal 

cooperat ives range from short-term cooperati on like deba, jigii, IVa nfe I and long-term 

cooperat ion like equeb (rotating credit group) and iddir are among the common one 

(Worku,20008: 12). 

However, the development of modern cooperat ives started durin g the Imperi al Regime. 

Rega rd in g agricultural cooperati ves, it was initiated by the imperial governm ent with the 

decree of 44/ 1960. It was during the first, second and third fi ve-year deve lopment plan that 

the importance of cooperatives considered. Decree no, 44/1960 known as " the fa rm workers 

dec ree" and the proclamati on no 241 of 1966 " cooperati ve society'S proclamati on" were the 

lega l corner stone' s for the promotion of agri cul tural cooperat ives. However, the legal frame 

wo rk of the 1960 restrict membership onl y to farm workers while that of the 1966 confine to 

ex tension of service to a few rich farm ers Cooperati ves were created to support agricultu ral 

producti on in order to encourage export. In spite of decrees and proclamation prov ided. th e 

decrees favoured large landholding fa nners and smallholder were excluded . Due to the 
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undemocratic feudal system resulted in low performance and did not have any significant 

economic impact on the farmers ' lives (Mesfen , 2007:24). 

Just after the 1974 revolution, the military regime enacted proclamation, no 17/1975 . It was a 

proclamation to provide for nationalization of rural land. The rural land reform policy in line 

with the socialist development triggered the establishment of cooperatives based on socialist 

ideo logy (Worku, 2008.25). During this period, the principles on which cooperatives 

establ ished completely di fferent from those Western type of cooperatives, because they were 

based on Marxist principles. After the revolution of the 1974, the military government 

favored collective solution in agricultural development. Service and producers cooperatives, 

the two major agricu ltural institutions set up by the authorities in order to increase peasant 

production and transform it along the socialist line. Cooperatives then taken as a measure to 

transform the agriculture through the establishment of large-scale cooperative, collective or 

state farm through state initiatives (Stahal , 1989:27) . 

The military government (1974-1991), claimed that the objective of cooperatives was to 

bring to end to capitalist exploitation (exploitat ion of Man-by-Man) and to prevent the 

reemergence of capitalism in agriculture (ibid). Gradually this ideology cemented and it has 

gone far that individual (family based) agriculture suspected in the eyes of the politica l 

authorities. The ideologist thought that individual peasant might evolve in to capitali sti c 

farm ers. Individually based agriculture production should therefore be officially discouraged. 

On the other hand, the producers ' cooperatives were seen as the spread head for th e 

co llectivization of peasant agriculture. Every PA member has a legal right to peace of arable 

land . Land cannot be private property but all PA members have the right to land use. Because 

of these processes, agricultural land would be fragmented; the authorities argued that through 

the formation of producers' cooperatives. by pulling ofland become possible and there by the 

establ ishment of large, economically viable production units, become suitable for 

mechani zation (ibid). 

Cooperat ives were widely established to organize the peasants, monitor agricultural prices 

and levy tax. It served as extended government control at loca l level and promotes soc ialist 

id eo logy through forced participation. The element of forced conscription in to cooperatives, 

in co ll ective work and th e quota system of grain procurement were aga inst the under l ~ in g 

prin cipl e of cooperatives. Due to thi s. the cooperat ive acti vity did not help farmers to olve 
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bas ic economic problem . \\l ith the co ll apse 01" th e reg im e In 199 1. the cooperati ve also 

co ll apsed (Worku, 2008:23). 

However, with the coming to pO'vver of the new govern ment i.e., the then Tra nsiti nal 

Governm ent of Ethiopia showed revived interest in cooperati ve. Proc lamation 0 85 / 199-1 

of the transitional government of Ethiopia fall owed by FDR E proclamation No 147/ 1998 lays 

a fert ile ground for the re-emergence of the cooperatives (Mes fen , 2007.25). The renewed 

in te rest in the cooperatives development by the new governm ent aimed at to support 

smallholders' participation in the new market system. Cooperati ves were also considered as a 

crucial agent to poverty reduction program of the rural mass. The main mea ures proposed 

for the agricultural sector was to organize, strengthen and diversify autonomous cooperati ves 

to prov ide better market ing services and serve as a bridge between small farmer and the non 

fa rmer sector (Worku,2008:24). 

2.2.3 The Development of Cooperatives in Coffee Sub-Sector 

The deve lopment of modern cooperatives in the coffee sub-sector also goes bac k to I 960.The 

im porta nce of coffee in the foreign trade necess itate the e tab lishment of the nati onal 

organ iza ti on that can organize the market and export of coffee. In 1957, the Na ti onal Coflee 

Board of Ethiopia (NCB E) was estab li shed at the dramatic boom in the price of coffee. The 

organ iza ti on a imed at controll in g. orga n izi ng, coord inati ng coffee producers and ex porters 

(Da\\it, 1994:11). 

Accord in G to the national coffee boa rd there were 23 cooperatives in the coffee sub- ector ~ , 

unti l land proclamation of 1975: of \\hich 13 we re reg istered. However, th e amount s 0 1" 

coffee marketed through these cooperatives were quite in significant before 1975. Effons to 

improve cooperatives had remained more or less in significant because NCB did not have 

skill ed manpower in th e field and its effort onl y limited to adv isory leve l. The first co lree 

marketin g society orga ni zed by the National Community Deve lopment (NCO) was th e 

CIJII1 I1IO cooperative society in 1965. The Darasa coffee farmers' cooperati ve near Di lla, 

SidalllO and the Berra in .Iimma, Kafta are some of th e cooperat ives to be mentioned during 

th is tim e (Nati onal Coffee Boa rd of Ethi opia, 1972: 18). 
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A major step towards the development of service cooperative in the coffee sub- ector was 

taken in 1973 when the Washed Coffee Project (WC P), financed by the World Bank, was put 

in to operation. The WCP was mainly concentrated o~ building infrastructure in coffee 

growing areas however; organizing cooperatives in the coffee growing areas was the mandate 

of both the Ministry of Agriculture (MOA), and the Ministry of Coffee and Tea Development 

(MCTD) (Dawit, 1994). Later, after the revolution the National Coffee Board replaced by 

Minister of Coffee and Tea Development and Marketing Authority (CTDMA) with the aim 

of im prov ing coffee production (Coffee and Tea Development Authority and Marketin g 

Agency, 1978: II). 

During the decades before the 1974 revolution the role of the small coffee farmer, though 

important, was gradually diminishing as larger, privately owned estate farms were expanding 

as part of a wider process of capitalist development in agriculture (Love,200 1.228) . After 1974 

revolut ion agricultural development i.e. land reform and cooperative development are receiving 

the highest attention of the provisional Military Government. With the 1975 land proclamat ion 

the entire land has been nationalized and the farmers have formed associati ons. Big coffee 

farm s of the x-land lords are managed by the assoc iation of cooperatives. As a res ult of thi s 

many coffee farmers' cooperatives have been formed during this time (CTDMA, 1978 : 14). 

Following the economic liberalization after 199 1, farmers cooperative reorgani zed aga in to 

enable small-scale farmers to participate in the free market economic system. The 

international coffee crisis that impoverished many coffee farm ers necess itated th e 

reorga nization and strengthening of coffee farm ers cooperatives. In ord er to improve th e 

performance of the coo peratives, government issued the cooperative societies proc lamat ion 

0 85/1994 and more comprehensive one in 1998 No 147/ 1998. Following the proc lamation 

primary cooperatives and farmers' cooperatives unions were established in th e coffee 

growing areas and also in other sectors. The Uni ons were new institution that organized th e 

primary cooperatives . They were established to manage coffee export business on behalf of 

primary coffee cooperatives that lacked human resources and logistical capacity at the loca l 

leve l. Mesfen (2007) note that with thi s legal ground the Oromiya, Yirgachef and Sidamo 

co ffee fa rmers' cooperat ives unions were the first to be established consecuti vel;. Among 

these in 1999. the OrOIll iya Coffee Farmers Cooperative union estab lished, at th e front to 

facilitate direct export of coffee produced by small-sca le coffee farmers, ass ist in pr ce lng, 

marketin g. and provide other se rvi ces . 
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2.3 Economic Efficiency of Cooperatives as a Means of Rural 

Development 

The role of cooperative in rural development is a widely discussed topic. The succe of the 

cooperative organization in Western Europe has even led to the conviction that promoting 

cooperat ive can function as a universa l means of increasing smallholder productivity and 

achieving rural development. However, the records of the significance of cooperat ive 

organization for agricultural development and rural change show rather pale pi cture 

(Kroker. 1990; 39). 

It was argued by some scholars that cooperatives, especially agricultural cooperatives, give 

raise to inefficiencies. For instance based on the econom ic inefficiency of the Irish dairy 

cooperatives over 1961-1987 it was investigated that cooperatives were thought to give raise 

to ineffic iencies because of lack of control and resource allocation. The reason assoc iated for 

inefficiency was price inefficiency i.e. with the fact that Irish dairy cooperatives pay more 

than the marginal product. Meanwhile, other scholars argue that, agricultural cooperatives 

pl ay a crucial role in breaking the poverty cyc le. For instance in Bangladesh, dairy 

cooperatives enable poor farmers to break out of the poverty trap. In this regard, a diary 

cooperative known as ' milkvita' in Bangladesh was able to increase its members earning ten ­

fold in 2002 (Mesfen , 2007:21). 

In genera l, the performance of agricultural cooperatives in developing countries was found to 

be disappo inting; they did not help increase production nor did they reduce povert ~ and 

inequality; they did not foster self-reliance. For instance the sub-Saharan African l A) 

countries were pointed out that cooperative were found lacking business experience, had poor 

accounting and internal control system, they were undercapitalized, had low degree of 

member participation, financial problems, lack of technically and adm ini strati ve efficient 

management. The interventionist policy of government in Africa espec ially in SSA was 

counterproductive. For in stance, the 1987 Kenyan cooperative policy has tended to rd uce 

member partic ipation and control, thus impaired the fl ex ibility required fo r runnin g j- th e 

cooperat ives as business enterprise (ibid). 



Mil fo rd (2004) also confirmed that cooperatives to extent that they are member-owned and 

member controlled business, well-operated cooperatives can demon trate a num be r of 

characteri stics that can make them a pos itive facl or in rur~ 1 development. They are crucial to 

increase competitiveness, economies of scale and credit opportunities, innovati n and 

member education. Furthermore, it is asserted that cooperatives can help reduce individuals 

ri sk through pooling risk at the level of the cooperatives enterprise. Cooperati ves can give 

economic advantage to their members by combining their resources. Goods and services 

more effic iently and market them in larger volumes, thus giving them a stronger barging 

pos iti on in dealing with traders and processors. Activities such as transport, proces in g and 

acq ui sition of information about market opportunities are performed more effi cientl ), if 

producers, such as coffee farmers form a group than each one acts alone. Hence, cooperatives 

are the best way for farmers to capture the profit that exist in selling their produce directly to 

an international trader, instead of intermediaries. 

However, cooperatives potential can be fu[l y realized if they are integrated int th e 

deve lopment process, without under interference of governmental authorities and donor 

communities. Democratic coffee co-operatives have the potenti al to increase the farm ers' 

margi ns and thereby th eir incomes and standard of living. Severa l economic cooperative 

theori sts have also shown that they may have a pro-competitive role in market situation with 

imperfect competition. Furthermore, they can play an important part in socia l deve lopment by 

in forming and empowering marginali zed prod ucers. Because of th ese attributes, attempts 

have been made to form and support agricultural cooperatives in developing coun tries. 

Ne\'ertheless, many of these cooperatives failed , both because of certain external cond itions 

and because of events that prevented their success (ibid). Smaller ' bottom-up' cooperatives 

organ izati ons estab[ ished by farmers or traders themse lves tend to be more successfu I Ihan 

cooperatives established by government (Baulch , 200 I: 155). 

Corruption. miss management and elite capture have been cited in the literature as int rin ic 

barriers to the success and efficiency of cooperati ves. As a result, emphas is has been pL:ed 

on bui lding transparent, accountable structure in modern cooperat ives. The other chall nges 

indicated b: some author to cooperatives viability are lack of capi tal an d poor fin an cial . \\ , 

poor account ing and manaaement sk i li s in cooperati ves wh i Ie in so me coun ric s. the 
b 

gO\ ern ll1e nt still maintain dependency relati onship with cooperati ves. In others, coopera·.:\'es 
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are heav il y dependent on NGOs for credit, training and other techni ca l sup port (\\ ' rku, 

2008). 

Stud ies have shown that the top dawn approach fallowed by the past regime 1974- 199 1 

ex hi bited a failure story in cooperative movement in Ethiopia. Because of this, cooperati ves 

conce ived as a threat, a source of insecurity and burden. This was witnessed by the re ponse 

of most of the cooperative members following the announcement of th e mi xed economi c 

policy and the overthrow of the Derg regime; their own members disso lved the majority of 

the cooperatives in Wallo , Jimma and in Wonji area . For some time, after the establi shment of 

the new government (after 1991) and introduction of market economy cooperatives were 

considered as socialist institution and should be done away (Mesfen, 2007:23). 

2.4 Review of Fair-trade 

2.4.1 Historical Development of Fair-trade 

Although Fair Trade has been in existence of more than 40 years, discuss ion in the bu iness 

and business ethics literature of this unique trading and campaigning movement between 

deve loping countries producers and the developed countries ' bu yers and consum ers has been 

limited. The Fa ir Trade movement can in one sense. trace its ori gins back to the deve lopment 

of the co-operative movement in the late nineteenth century. In the form in wh ich 

recogni za ble today, however, it began with the Mennonite Central Committee trading \vith 

poo r cOlll munities in the developing countries in the 1940s. However, it only began to expand 

and become a ' movement ' in the 1960s and 1970s. It had grown significantl y since that ti me 

but remains relatively small in trading terms (Moore, 2004 :73). 

The idea of fa ir-trade originated in the 1960s as a response to the unequal terms o f trade 

im posed upon the developing countries. In many western countries thi s lead to a new oc ial 

movement \V ith the aim to alleviate poverty in the poorest countries by bu ilding direct, 

sustainab le re lationships with disadvantaged producers and prov iding fa ir access to markets 

in th e No nh . These aim s are still very much in vigor but meanwhile fair- trade has de\'e loped 

into a po\\ erful force and a recogni zed labeling. Indeed, the labe ling issue beca . e qu ite 

important to di stingui sh the fair-trade products from the other 'ordinary' ones. The labeli ng 

organi zations became th e reference organizations and backbones of the fa ir-trade m(~ eme nt. 

In 19605 the expression ' trade not aid ' \Vas co ined at United Nati ons Conference ( j ;'1 Trade 
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and Development (UNCT AD),the conference at the time arouin o that achi ev ing berter trad ino 
::> ::> ::> 

conditions is preferable to receiving continued foreign aid (Mil fo rd,2002) . 

Fair Trade is the brainchild of NGOs such as O:\fam, Max Have lear, Twin Tradec raft. etc. 

whi ch seek to establish ' partnership' with their beneficiaries, a principle at the heart of the 

new development cooperation fashion adopted even by the world bank (Paul , 2005: I 35). It 

owes its beginning to a number of relief oriented, trade based development projects 

im plemented by NGOs like Oxfam during the 1960s. In 1960s this initiatives gave ri se to the 

alternative trade movement, which specifically at providing producers with increased return 

from trade by offering them direct and equitable trading relationships with northern retai lers 

(Potts, 2007:7). 

In an effort to extend the benefits alternative trade to a large group of producers, the fi rst 

Fair-trade certification system established under the name Max Havelaar in 1988 in Holland . 

With in th ree years, Max Havelaar had secured a two percent market share and nu merous 

other fa ir-trade certification systems had been established across Europe. Coffee served as a 

fl agship product for all the national certification initiatives. In 1997, 17 national fai r-trade 

cert ification initiatives came together to form fair-trade labeling organizi ng institution 'F LO ' 

in order to established harmonized standards, monitoring and enforcement (Ibid) . Fair-trade 

is based on partnership between so called Alternative Trade Organizati ons (ATOs) suc h a 

Twi n Trading, Oxfam, Equal Exchange, consumers in developed world and producers in 

th i I'd world countries (Ponte, 200 I) . 
• 

The FLO standards for coffee is voluntary scheme, paid by license fee li ved on the brand 

owners. The guarantee of decent terms and conditions for farmers is mentioned by FLO in 

cooperati on with national bodies, whil e organizat ions such as Max Havelaar (Netherland s, 

Be lgium , France, Switzerland, and Denmark), Transfair (USA and North America) and the 

Fa ir-trade fo undation (UK) manage and promote the different certification marks in thei r 

respective consumer market (Moore,2004) 

The emergence and objective of alternative trade is to offset th e organization of prod L~t i o n 

and trade around ' abstract market principles' which devalue and exploit di sadvar. :.:lged 

people and the environment particularl y in developing countries. The alternati ve :rade 

in itiative seeks to address the commodit y trade fl ow within ecologica l and soc ia l re lc· )ns. 
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thus challenging the dominance of conventional price relation in guiding produ cti on and 

trade conditions (Worku, 2008:7). 

The core of the fair-trade movement was in pursuant to change international commodity trade 

rela ti ons in such a way that 'disadvantaged producers ' can increase their control over th eir 

own future, have fair and just return for their work, continuity of income and decent working 

conditions through sustainable development (Fair-trade Federation, 2000). Organic Fair-trade 

ce rtifications as a movement are based on two 'distinct philosophies' one environmental; the 

other is soc ial justice. However, fair-trade which based on social justice as pointed out 

considers environmental issue too. Both approach converged and the fair-trade labeling 

organization international and its member's organization have recognized the importance of 

'eco logical well being'. Groups or farmers organization must have a work plan that show 

they are work ing to reduce the negative environmental impacts of production and proces in g 

their coffee (Worku, 2008:8). 

Baker (2006:7-8), point out that in spite of positive reports of fair-trade certification scheme, 

there are also criticism and limitation. The first limitation its limited market share in the 

world . It is only 0.01 percent in the global market share. Because of this, it benefits a handful 

of producers in developing countries (Fair Trade Federation, 2002). One reason for limited 

vo lume is high price make-up applied to the product that apart From fair-trade attribute ha 

nothing to offer to consumers. Other mentioned point as negative impact is, it increases 

dependency among producers and organizations and sometimes barriers to producers' group 

negotiating favorable contract in the mainstream commercial market. Hi gh cost of 

certi fication fees and complex set of criteria' s for certification also barriers for producers to 

access to fair-trade market. The market share depends on the good will of individual in 

deve loping world. Because of these constraints on the market, many fair-trade producers onl y 

ab le to sa le small share of their product of the Fair-trade. 

2.4.1.1 Definition and Goals of Fair-Trade 

O\'er the hi story, there have been many and varied definitions of Fair Trade. The most widely 

accepted del~nition accepted by the umbrella organization FLO, is the followin g. 

Fair Trade is a trading partnership, based on dialog lie, transparency and re.lpect, 
which seeks greater equity in the international trade conditions to, and secun~g the' 
rights of marginalized producers and workers especially in the south. FQ/r Trade 
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organizations ~ocked by consul11ers) are engaged actively in supporting producers 
Ql1'oreness rarslI1g and campaign for changes in the rules and practice of 
com'entional internalional trade, 

The Goals of Fair Trade that fallow from this definition are-

• To improve the livelihoods and well-being of producers by improving market acce s, 

st rengthening producers organizations, paying a better price, 

• To improve development opportunities for disadvantaged producers especially 

women and indigenous people and to protect children from exploitation in the 

production process 

• To raise awareness among consumers of the negative effects on produce of 

international trade so that they exercise their purchasing power positively. 

• To set an example of partnership in trade through dialogue transparency and respect 

• To campaign for changes in the values and practices of conventional international 

trade 

• To protect human rights by promoting social justice sound environmental practice and 

economic security (Moore, 2004:74). 

2.5 Coffee Cooperatives and Fair-trade 

Cooperat ives are fundamental parts of the fair-trade movement. The majority of fair-trade 

producers are members of various cooperatives. Cooperatives provide a support network for 

small farmers because they exist for their members by being democratically run, return profit 

to th e producers and provide technical training. These goals are very similar to the goals and 

stand ards of fair-trade (Surber, 2005 :3-4) . 

Cooperatives provide a structure for farmers seeking to become Fair-trade certified th rough 

their support to farmers and collective power. Several cooperative principles also meet fa ir­

trade standards, mainl y, freedom of association for farmer and workers, and dem oc ratic 

deci sion-making process; removal of unnecessary intermediaries that decrease producers 

income (Ibid). Fair-trade does not work with small-scale farmers , so in order for them to join 

they must form organizations to represent them . Small-scale coffee farmers can join fair-t rade 

if th ey have formed organizations (in cooperatives, associati ons or other organ izational 

fo rm s); which are able to contribute to the social and economic development of their memb r 
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and their communities that are dem ocratically controlled by their member (Backman, 

2009: 17). 

With strong emphasis on cooperative management and organizational structure, fair-trade 

req uires people in the coffee supply chain to work to transparent terms of trade and to 

guarantee decent production conditions at the same time addressing some of the key obstacles 

that prevent poor farmers from accessing market (Worku, 2008.8) . The cooperatives that li ve 

up to fa ir-trade standards get a fair-trade certification. It guarantees a fair price of a fair-trade 

premium . Fair-trade standards require that the producer's organizations are democratic, 

transparent, and bring social rights and security to its worker. FLO expects the cooperative 

to improve working conditions, improve environmental sustainability and invest in 

deve lopmental projects for workers and farmers. This is to help them move from 

marginali zed position to economic self-sufficiency and to empower them actively improve 

their worki ng and living conditions (Backman, 2009: 18). 

2.6 Theoretical Frameworks 

2.6.1 Marxist Perspective of Producer's Cooperatives 

As discllssed above the movement of modern cooperative for the first time emerged in the 

capitalist Europe, in England. Eventually, cooperatives, especially agricultural cooperati\ es 

spread in to both other capitalist and the former socialist countries. However, th e th eoretica l 

and the pri nciples in which these institutions established were fundamentally di ffe rent. Tllu , 

cooperatives are econom ic and social institutions, their establishment are based on th e 

economy and political ideologies of the state in which it is organized and operate. 

In Ethiopia after the 1974 (EC), revolution opted the socialist ideology for the country' rural 

ag ri cultu ra l development. The establ ishment of producers and service cooperati ves \\ ere 

estab li shed based on the Marxist-Leninist principles . Today though cooperatives are not 

establi shed based on Marxist-Leninist principles, some of the basic theoreti cal disc uss i n is 

still rele\ ant to understand the real nature of th e cooperatives and helpful to compare [he 

diffe rences and similarities in which cooperatives established and operates today. T . s, 

though the Marxist point of view doesn' t directly relate to the current cooperati\ e movement, 

it is important to discuss some the Mar:\ist views of cooperatives in general and producer · 

coo perat i \es in particular. 



Producer· s cooperatives are a widely discussed topic by Marx and the early cia ical Marxi t 

in re lation to modes of production. Karl Marx was the first to conceive of human hi tory a a 

succession of mode of production, in wh ich labor progress ivel y liberated itsel f from bondage 

to se rfdom, from serfdom to free wage labor, and ultimately from wage labor to collective 

ownership of the means production. Although, Marx. developed the concept of mode of 

production through analysis of a specific instances of the dynamic of forces and relation of 

producti on namely Industrial Capitalism, it is clear that he also recognized its universa l 

signifi cance. He saw capitalism as unique and let historical formation in which exploitive 

relati ons were disguised in the form of a wage contract between freely contracting parties. 

However. hi s analysis of capital as relation of production specific to the capitalist mode, in 

which private ownership of the means of production appeared in contradiction to the 

increasingly social character of production itself, led to the recognition of significance of 

forces and relations of production in human society in general (Cooper, 1984:257). 

On several occasions, Marx declared himself strongly in favor of cooperative finn s, 

maintain ing that their generalized introduction would result in a new production mode. At 

di fferent times in his life, he even seems to have been confident that cooperatives would 

eventual I: supplant capitalistic firm s altogether. Lenin also endorsed the cooperative 

movement and, in a 1923 work (entirely devoted to this subject), he went so far as to equate 

cooperati on with socialism at large. More precisely, besides describing cooperation as an 

important organizational step in the transition to socialism, he explicitly argued that 

·cooperation is socialism ' (Jossa, 2005:3). 

Marx conce ptualized cooperatives in terms of capitalism or market system . The system of 

producer cooperatives envisaged by Marx is a market system where workers become ' their 

Own masters' and where owners of capital are deprived of decision-making power concernin g 

production activity. This system is 'in accord with the behest of modern science ' and , at th e 

same time. efficient even more efficient than capitalism because it entails a new product ion 

moue ar ising spontaneously within the older production mode and improving on it. Th is 

thes is is more confirmed by other well-known passages from Capital , which clearl y reveal 

how Mar\ looked upon a system based on producer cooperatives as a new production mode 

supe ri or to that of capitalism. He further confirmed that joint stock companies (coope rati \,t's) 
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as:1 first step toward ·the abolition of capitalist private industry". thou gh ' within the capitalist 

S) steJl1 itsel f (i bid). 

There are also classical Marxists who viewed cooperatives by the very nature an intermediate 

from in between capitalism and socialism (ibid). Economists have also noted that 

cooperatives make possible public ownership of the means of production without state 

ownership and free enterprise without capitalism and sometimes considered as third sector 

(the other two being government and the private sector) consisting of organizations which 

have Jl10tives beyond profit and are rooted in local economies (Brown, 1997:66). 

Marx further confirmed that cooperative firms in which worker or producer are their own 

capitalists would result in a new mode of production superseding capitalism. Based on these 

views, the Marxists can be set into at least two distinct groups. First, those who maintain that 

in Marxian terms socialism must be identify with a system of self-managed finns and those 

wh o equate socialism with a state planed command economy. Thus, most Marxists argued 

that it is possible to view that an efficient system of producer 's cooperatives is a soc ialist 

order, which may succeed capitalism in full harmony with Marxist thought (Jossa, 2005 : 2) . 

In Marxist theory, cooperatives are meant to perpetuate some of the main defects of 

capitalism, in particular the anarchical nature of production and generally all the 

shortcomings of a market economy: but it is poss ible to think of cooperatives as a typical 

in stitutions of the transitions to communism. Marxists increasingly equated socialism with 

Nationalization of production means and when following the Bolshevik revolution, a choice 

was to be made between state enterprise and cooperatives firms ; they systematically gave 

priority to the former over the later (ibid). 

Am ong the classical Marxist Lenin also endorsed the cooperative movement (In hi s work 

1923) that he went so far as to equate cooperation with socialism at large . Move preci ely 

besides describing cooperation as an important organizational steep in the transition to 

soc iali sm. He explicitly argued that cooperation is socialism. He further confirmed that it is 

impossible for industry and agriculture to develop along the socialist line in which the pri\ ate 

property predominates. The co-existence of the two mutually opposed foundations for lung 

time would preclude the whole economy from deve loping along the social ists' line. The petty 

bou rgeo isies trend among the peasantry and the endangered of capitalist elements by them 

are a threat to the cause of socialism. it is mandatory to replace private property by large-
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sca le socia list fanning Len in also cons idered grad ual transform ation from the simple t n rm 

of cooperat ion (consum~r and market ing cooperatives) to the hi ghest form (prod ucer 

cooperative) to be no less important (Wagane, 1989: 18) .. 

Participation by the poor and middle peasants in the simplest forms of cooperation in volving 

marketing, suppl y and consumption does not demand economic ri sk and facilitate thei r 

transition to socialism. Within this theoretical frame works agricultural producers 

cooperatives emerged and developed in the first socialist country; the USSRs right after the 

1917 revo lution. This experience of the Russian cooperative had been adopted by other 

countries foll owing the socialist path of development (ibid). 

The major re levant thesis of the classical Marxist Leninist theories in relation to producer 

cooperatives can be summed up in terms of the following four points. 

• Social ownership of the means of production primarily land . 

• The development of large scale collective farm in to two forms: state and 

cooperative farms 

• Guidance of the operation of large scale socialist enterpri ses through central 

plann ing 

• Achievement of the development of the productive forces by applying advanced 

technology and sc ientific farming methods on the large collective ly owned 

enterprises ( I bid) . 

2.6.2 Cooperatives in Market Economy and Its Competitive Yardstick 

Effect 

Even though there are several economic cooperative theories, the cooperatives competitive 

ya rd stick theory more relevant to the topic of the study. In capitali st system cooperati ves 

estab l ished based on certain principles to meet econom ic and soc ial objectives of it 

Illem bers. 

C ' . . I b dd 'no discip li ne to th e market ooperat lves 111 market economy served as economic ro e ya I '" 

I F . . I ' d t st eam or dawn stream \\ ork p ace. or example, farm ers who are Il1tegratll1g t lelr pro uc up r 

togeth er to protect themse lves from monopoly market conditions. In such instances, over all 

social surpluses is reduced as monopoly prices from competiti ve pri es . The qu antity 
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Coo perative were also viewed as correcting man y evils of capi talism and performin g a 

balance whee l or check point functi on that improved the competitive performance of the 

economic system itself. Cooperatives thus, viewed as being supplementary and prov iding a 

mean s of complementing the capitalistic economy at its weakest point. Thus, the exi tence f 

cooperati ves is to enhancing competition and perfecting the capitalistic system compared to a 

system performing without the cooperative alternative (Ibid). 

Since the cooperatives are simply an organizational tool on behalf of owner-users, it i 

viewed as a higher order economic institution because it embraces equitable treatment of 

members' economically and higher social ideals through democratic process than does th e 

conventional profit seeking firm or investor owned firms (lOF) which pursue profit 

max imization (Ibid). 

The other is the social goal, which aimed at elevating the position of members upward 

through a bootstrap organization process; based on self-help principles and democratic 

organizational process. Generally, cooperatives in capitalist system serve the nat ional 

interests by providing accesses for fanners to participate in an increasingly concentrated 

business economy. By their very nature, cooperatives integrate a degree of market 

competition that pushes the market nearer to the competitive norm. In the final analysis 

however, cooperative· s contributions wi II be measured by the economic survi val and \., ell ­

being of its members (ibid). 

During the derg regime the marketing and pricing polices of coffee were adopted from the 

soc iali st countries. The aim was to establish government monopoly over market ing, con trol 

price and supply. To this effect government coffee marketing institutions and forceful 

pressure to form cooperatives were the basic characteristics of the regime. However, since 

1991 the structural adjustment program has started. In order to increase production and export 

the Transiti onal government of Ethiopia the liberalization of the coffee market stal1ed 

(Abdurhaman, 1995:2). 

As background to thi s, in 1998 the cooperative societies proclamation iss ued by the FD RE 

government to help slll all scale coffee farmers to parti cipate in the market economi c systc:n . 

Thus, the theo retical discussion of the cooperati ves as competitive ya rdstick is relevant in .1 1S 

regard. However, it is difficult to apply all Illodels of the cooperative yardsticks to he 

cooperatives studied, their performance evaluated from th e point of, whether cooperati, s 
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bring competition, vertical integration to the va lue added market, empowerment to ma ll ­

scale farmers through processing and market of their product through joint action is as e ed, 
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Chapter Three 

Data Analysis and Major Findings of the Study 

3.1 Coffee Production, Harvesting, Processing and Marketing 

3.1.1 Coffee Production in General 

The Mocha Harar type, which is the best in terms of its taste and aroma that has high 

demand in the international market is produced in the zone. Among the 22 Woredas in the 

Eastern Hararghe Zone Melka Bello is the major coffee producing woreda in terms of quality 

and quantity. Coffee production in Melka Bello poses unique 'cultural' practice that passed 

through several generations with local varieties peculiar to the area. This indigenous practice 

of coffee production is sti II maintained without much change. 

The coffee production in Melka Bello generally known as organic Arabica coffee that is 

produced under tree-shade, garden coffee. Garden coffee is grown near farmer's residence in 

small plots of land. Coffee production intercropping with khat and other crops is the mo t 

common practice in the area. Coffee can be produced on two altitudinal differences that are 

on the hi ghlands and in the lowland or in the valleys of the woreda. 

There are at least three majorly known local coffee varieties peculiar to the area. These are 

known as Guracha, Abadir and Chercher. Based on the color characteristics, there are al so 

two types of coffee beans; these are the yellow type and the dark green. The yellow type is 

superior in terms of price in the area and usually the dark green coffee is supplied to market 

mixing with the yellow one the majority of the coffees produced are known by its unique 

color as yellow. 

The production of coffee in Melka Bello involves chains of activities that include seed 

se lect ion , seedbed preparation, hoeing, and seedlings. Among these activities, the first step is 

seed selection. Coffee seeds are carefully selected among the finest coffee tree in the garden 
fO"t d" . . . ' g seedbeds' after th at the 

I I S Iseases resistant and productiVity. Next step IS prepann ' ' 
aloe d . 'd A '1 A cordino to the farmers, the 

I a y prepared seeds are sowed on seedbeds In ml pn. c b 

germination takes place within 40 or 45 days . This process is known as Bekaless
u 

(the 

process of making seedling) and the seedling known as Bakallo. In parallel to this, suita Ie 
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o un er e tree s a e an 
P

lots of land selected for planting marked on the oround I'n a row d th h d d 

holes are dug two centimeters deep around mid January. After the seedling grow up str ng 

enough on the prepared seedbed, around April the you~g shoot uprooted carefully and the 

transplanting of took place. Productive coffee tree among others depends on the time of its 

plant, so farmers give due attention to the time of planting the coffee seedling, for instance 

one of my informant note that, if the coffee seedling is planted in June, physically the coffee 

tree will be good but it will not be productive. 

Coffee after being planted, it is expected to give production within three or four years 

depending on the varieties and climatic condition. However, according to the farmers and 

DAs good harvest starts from the fifth or sixth years. The first coffee product is known as 

dhala yali, Sometimes yamisrachoo (common in Western Hararghe) to mean the first-born 

or the first harvest. This first product is small in terms of quantity and in most cases, farmers 

do not sell it or consLlme it all by themselves; rather they share it among neighbor In 

celebration, as it is bel ieved that the next successive product will be good. 

Once coffee tree established or planted the principal impute requirement is labor for 

weedino harvestino prunino and manure preparations and other related activities. Coffee 
o ' ~ ~ 

trees need much attention and proper care in comparison to other crops or plants. The main 

activities are weed control or hoeing which is done three or more times a year depending on 

rainfall , that determine weeds growth. The final hoeing at the end of the rainy season rna) be 

designed to produce a final dry tilt round the tree to serve as mulch. The other major 

laborious activity is making terracing; especially this is important on mountainous area In 

order to preserve water during rainy seasons and protect soil erosion. 

3.1.2 Organic Coffee Production 
Abdurrahman (1995. 23), note that Coffee production in Hararghe poses a unique 'cultural' 

practice that ex isted for generations. About more than 90 percent of the coffee production in 

the Hararghe comes from small-scale coffee growers produced on small plots of farm ers' 

garden less than 0.5 hectares in average. 

F . . . I I d fon Thouoh there is no 
air-trade as a principle encourages organtc agncu tura pro uc I. '" ' 

0e I . h orne common views regard in2 
::. nera definition about oroanic aoricultural practice, t ere are s -

o 0 o . . R ort (2008 132), orf!ani c 
rganlc agncultural practices. According to World Development ep , . -
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agricultural farm practices are farm management systems based on natural methods that help 

enhanci ng so il fe rtility, resisting diseases, rejecting synthetic fertilizers and pesticides and 

minimization of damaging the environment and wild life. 

During field observation and discussion with farmers, almost all of the farmers claim that 

coffee production in Melka Bello is conventionally natural that is to mean organic. The co­

operatives investigated for this study produce organic coffee. This fact also confinned with 

double certification to both cooperatives given i.e., organic and fair-trade by FLO international 

that is found in Bone, Germany. The practice of organic farming i.e. shade grown coffee 

production is a fundamental parts of fair-trade certification. In this method, no artificial, 

chemical fertilizers or pesticides are used. The producers use compost for fertilizing, which 

they usually make themselves often from animal dung locally known as dikkee, from the pulp 

of the coffee cherries. They also weed around the coffee plants by hand instead of with 

chemicals. Organic coffee fields are made into terraces in order to irrigate the plants naturall y, 

and to avoid so il erosion. 

In the study area of both Bereda and Mulisa Haqa PAs, fulfilled these criteria. According to 

the farmers and DAs, the coffee varieties are adaptive to tree shade. In addition to this, it is 

hi gh ly res istant to the common Coffee Berry Disease (eBD) that is prevalent in other coffee 

gro\\ing areas of Hararghe especially western parts. In fact, there are minor fungal diseases 

and pests in the area but these are controlled easily by the use of natural methods or 

mechani cal methods such as cutting or burning the branches or the whole coffee tree that are 

affected by diseases. Pests are also controlled by keeping field hygiene, smoking and 

fumigating activities etc. 

According to the DAs, the relevance of tree shade in coffee production is that it protects the 

coffee tree from excessive sun heat and helps to control erosion. In order to provide tree shade 

for c ff .. .... ffiee with deep-rooted indi oenou 
o ee It IS common practice 111 the area 1I1tercroppmg co to 

trees for long time. The leaves of such trees also benefits the coffee plants as natural fertilizers 

and reducing weeding cost by suppressing the general growth of weeds. The most common 

type of trees is acac ia species that are most suitable for coffee shading. 

A ffi in ' traditional · 
Ccording to field obse rvation and di scussion with farmers, co ee grown 

manner d . .. fi ·1· and pesticides. This method of 
oes not req uire using expensive chemical ertllzers 
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growing coffee also lowers the cost of production. Moreover, organic agricultural practice in 

aeneral and coffee production by this way helps to protect both the farmers t:: I t:: " Irom cost y larlll 

chemical input and from environmentally hazardous chemicals In organ' d ' . • IC pro uctlon, no 

artificial , chemical fertilizers or pesticides are used. The producers use compost for fertilizin o 
"" 

which they usually make themselves, often from the pulp from the coffee berries, and in some 

cases barnyard dung. They also weed around the coffee plants by hand instead of with 

chemicals. Organic coffee fields are made into terraces in order to irrigate the plants naturally. 

and to avoid soil erosion 

It is believed that Maintaining shade tree around the coffee farm provides habitat for birds and 

other variety of insects that enhances the environment in general and the quality of coffee in 

particular through natural processes. Due to this, most indigenous trees used for coffee shading 

are maintained which could be cut down for charcoal or for timber as in other non-coffee 

growing areas in Hararghe. Some of the DAs remarked that had it not been for coffee 

production in this area, these indigenous trees used for coffee shade, would gradually be 

illuminated through illegal cutting for other purposes. Moreover, organic coffee production 

with the favorable environment also allows farmers to practice apiculture along with coffee 

farm. The fanners in the area usually have bee hives ranging from few to several ones around 

their coffee farm and could managed to obtain additional incomes from such activity. 

3.1.3 Coffee Harvesting 
A part from cultivation, harvesting is the other major activity requiring labor input. Coffee 

cherries begin to turn into red blossom and ripe in mid September up to mid or end of 

November: but this is also varied according to the coffee verities and climatic zones. Those 

coffee in temperate (Dega) climatic zones, it could be ripe in between September and 

November while the semi- temperate (weyna dega or qo/a) from October to November 

roughly. The time for flowering determines the time of maturing of the coffee fruits. The 

distribution of rainfall is important for coffee flowering. 

Coff 1 . b hly with twO or three round . 
ee larvestmg starts in mid October up to end Decem er roug 

o h fi h ries which are harvested 
nee t e coffee cherries mature turn in to a red glossy, Irrn c er , 

either selectively or striping. The striping methods that has been practiced for long now 
ab d h J"tyand productivity of he 

an oned to some extent because of the impact it has on t e qua I 
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coffee tree. According to farmers , collecting coffee cherries through stripping method ha 

twO negative results. First, the harvested coffee is likely to contain .. d . semi-rIpe an unnpe 

coffee cherries that reduce coffee quality. Second, the striped branch takes some time to 

recover (to produce leaves) quite often the branches dry up, hence resulting in poor quality 

harvest in the next season. This condition termed by farmers as ' shocking effect ' or shocked 

coffee tree. In addition to this, picking or collecting coffee from the ground once practiced 

totally abandoned. As farmers given training on how to maintain the quality of the coffee in 

producing harvesting and processing, by the woreda agricultural extension bureau and from 

the OCFCU through DAs, they only pick by selecting the ripe cherry from the coffee 

branches. 

The careful process of se lective handpicking of all cherries that are bright red from the 

branches is labor intensive and time taking. Coffee harvesting is done mostly by family labor, 

as the size of the average coffee farm is small, mostly handled by family labor. Coffee 

harvesting can be carried out for at least two to three rounds. The first round harvest is the 

biggest in terms of quality and quantity hence it is labor intensive. Due to this, it needs more 

labor input apart from the fam ily labor and the ripe red cherries only are picked and leaving 

the unripe cherries for the next round. Thus, the first round harvest involves many people 

while women and chi ldren at family levels handle the second and sometimes the third round 

harvesting. 

Coffee land hold ina varies from household to household and the size of the coffee land 
b 

determines the labor input for harvesting. In the case of small size of coffee landholdings 

usually handled at each family level but as part of the ' tradition' no matter how small, it is 

common that neighbors participate in the process of coffee collection. However, there are 

fanners who have relative ly large amounts of coffee plant that need additional labor input in 

addition to family labor. In this case, the first round harvest is carried out through loca lly 

known labor exchange system Guzza and Faraqa. 

Gl ~~ d h t ·s in the area Paid labor 
hLa an Faraqaa are the most important labor exc ange sys em I . 

l\Io"k . .. . ddt I the south and south west 
I 111 coffee product ion and harvestll1g IS not mtro uce ye. n 

pa 1 f . .. W k (2008 50) noted that in 
ISO Ethiopia, paid labor in coffee production IS common. or u . 

Man 1,(/ • dd ·tional labor from weeding, 
a rroreda, Jimma zone, cooperative members reqUIre a I 

throlol h . ... ·k· contracted out to immigrant 
1", 1 oe lll g to harvest ing. Harvesting being the maIO tas IS 
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laborers. He found out that the main production cost is 85 birr per quintal for coffee 

harvestin g in the area. However, in Melka Bello at farmers ' level there is no paid labor work 

in association with coffee production and harvesting. 

GlIz:a is a group work that involves several men and women to collect coffee on individual 

farm. It is indigenous labor exchange system on which a farmer calls for others' help when 

individual farmer needs such kind of service. It involves relatives, neighbors, and close 

friends. There is an actual compulsion for farmers to accept the contract and there is no 

compulsion for the beneficiary to return the labor he received from others immediately. It is 

generally concerns a group of people who are close to each other, friends or relative and 

only one aspect of the social life in such a group. The beneficiary must provide food , 

especially khat, and other services for all the members who participate in harvesting; this of 

course makes it difficult for some households who are economically poor to provide uch 

serv ice if the participants are many. Because of this, the communities propose another mean 

more based on reciprocity that is Faraqaa (collecting coffee in rotation on each fanners 

coffee farm), this off course developed during the Derg period to provide labor work on the 

ex militias in the area . Guzza serves as a labor exchange, not only for coffee harvest ing but 

also, for other communal and farm activities that needs additional labor input. 

In the case of Faraqaa, the community harvest coffee turn-by-turn on each farmers fi eld. In 

thi s type of labor exchange system, the farmers who received the labor service have the 

obligat ion to give the same service to individual who gave the labor service. In such man ner 

coffee collected in round on each family's coffee farm , the condition to serve participants 

with food and other drinks are optional and depends on the famil y's economic status but the 

partici pants do not expect such kind of serv ice. Unlike Guzza, Faraqaa is equal exchange of 

labor and the role of women each system majorly concentrated on preparing food and drinks 

apart frOI11 picking coffee . 

3.1.4 Coffee Processino 
b 

After the ripe coffee is harvested, the next step is drying. Harar's coffee, Melka Bello in 
part ' I . d h' ess known as natura l 

ICU ar known for process ing through sun drymg an t IS proc 
Illeth d TI . h ffi cherries naturall y in ope air 

o. le sun dryin a method is a process of drymg t e co ee 
ex . to . ' d b d made from simple 

POSll1g to sun li ght. Farmers either dry thm coffee on ratse e 
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materia l available in their area, on plastic rug or impro d . d . ve raIse table made of mesh-wirc. 
Since cooperatIves buy fresh red cherry at the beginnina f h ' . 

t:> 0 t e harvestIng tllne ever 

cooperative has well prepared cement fl oor and raised tabl fi b k' . ' e or as Ing fresh cherrtes. Fresh 

coffee cherries can be well dried in three to four days cont" I . InUOUS Y exposIng to sun light. In 

order to insure that the coffee beans dried uniformly it need t I . s a east two weeks. SlI1ce the 

cooperat ives buy fres h coffee, the coffee cherries basked on c ttl· emen oor In long row n t 

more than two centimeters high. These rows are turned over every th O t ' fi -Ir y mInutes or the fir t 

few days to prevent fermentation, or developing moldiness and t k h o ma e sure t e bean 

become dryer uniformly. 

Locally made and improved mesh-wire coffee dlying raised bed (!3ereda) (phoro by milhOl) 

The next step after the coffee is dried well that is called l an/a! (un-husked sun-dried coffee) 

is pulping i.e., remov i ng the beans from its seed coat. Farmers in the area husk their coffee 

through manual pounding process with big wooden standing pestles and mortar. The coffee 

bean pulped through thi s way is called Qisher or Callaa (cleaned coffee bean). Most farmer 

who are members of the cooperatives almost abandon manual pounding practice because of 

the effect it has on the quality of the coffee bean. Because the coffee bean husked through 

this method, some of the coffee beans either would be broken, i.e., loses their original shape 

that would reduce the quality of the coffee required for export. Therefore, currently the 

cooperatives hull the jan/al coffee by grain mill. Thus, new grain mill that were not used for 

other serv ices is adj usted so that it can hull the dry coffee cherries. The dried coffee chert'ie 

hulled by the grain mill by far better of the manually processed by the farmers in term of 
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qll
alit v and time. Ho\' e\'~ r. the grain mill has its own defect in cOlnpar'lso ' tl 'l ( ~ ~ n Wilt le proper 

hulling machi ne. 

The coffee bean is not however the only part of the coffee plant that farmers harvest in the 

area. The by-prod uct of the processed coffee pulp locally known as Ashraa (pulp of coffee) i 

one of the byproducts. Hajjaa (tea prepared from the pulp of coffee); a typical culture of the 

Somali people, also become common now in other parts of Hararghe. It can be brewed in 

combination with milk and has demand in Somali region. Ashraa is common now to find in 

small amount in market day for sell by women. At the time of the study, a quintal of ashraa 

could be sold from 30 to 50 birr and the price fluctuates very much. The other important 

byproduct of the coffee tree is the coffee leaves called kutti (tea from the coffee leaves). kulli 

is also brewed from the leaves of the coffee tree that is at its two or three years old . Farner 

told that only branches that have already bear fruit are harvest for their leaves and the 

productive branches are not picked. Kutii (quxxii) is famous drink made infusing the coffee 

leaves in boiled water. Most of kutti is picked for domestic consumption but it is common to 

see women se lling smal l amount of kutti (quxxii) leaves at Harawacha on market day. Both 

ashara and coffee leaves can also be used for manure the coffee farm. 

3.1.5 Coffee Marketing and Marketing Value Chain in Melka Bello 

Woreda 
In Melka Bello Woreda, coffee marketing mainl y takes place at Harawacha. Harawacha is a 

small town strategicall y located at the center of four major coffee producing PAs. These are 

Lago Harow, Logo wayu, Logo Jaja and Lago Bareda. These are major river valleys in the 

woreda. These PAs fOLilld in the river valleys in which coffee grown both on the mountain 

and in the valleys . 

Currently there are at least two categories of marketing agent's legally operating in cotTee 
bu . T . . k' nts The first carried Ollt at 

silless . hese are th e local or Intenor and export mar etlng age . 

I 
. f I At lo' al 

ocallevel at Harawacha and the latter at Addis Ababa and Olffe Oawa respec Ive y. 

market, there are also two major coffee marketing agents. The first marketing agent 

repres d ' .' f 11 ctors wholesalers or supp!:j 's 
ente by the pm'ate sector. these are consisting 0 co e , 

and . h O' re Oawa The local pri\ ate 
prrvate exporters that channel or export the coffee throug Ir . 

de I . . I fi the fanners at spec i:'ied 
a els known as sabsabi (local co llectors) buy coffee direct y rom . 

desio . '11 arket Then they sale their 
onated place main ly Harawacha and sometimes at VI age m . 
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coffee to private wholesakrs at Dire Dawa and the wholesalers or s I' i': I upp lers lurt leI' sorts bag 

and supply for auction at Dire Dewa auction term inal and exporters buy and export over ea 

market. The big companies that once dominated the co(fee market for long like Mhoamed 

O:-;eday and Bashenfer family now their role minimized at the local market, because a 

farmers more organized in to cooperatives their role is now minimized and changed into 

exporting agent at Dire Dawa. The small traders and group of traders are supplying to thi 

kind of big coffee exporting companies at Dire Dawa. 

Apart from the private traders who have license to collect coffee at local level individuall y, 

there are al so individuals in the town or in the surrounding locality that do not have coffee 

farm but organized into j oint venture and collect coffee. The wholesalers either stationed in 

Dire Dawa or have ware house at Harawacha in order to collect coffee and process for export. 

The last and major coffee marketing agents are the coffee farmers' cooperatives. The e 

cooperatives mainly located at the coffee farm or at the members' village but each of them 

have warehouses and office at Harawacha town in order to facilitate the coffee purchase and 

se ll. 

In Harawacha, there are two type of market. The first is the big and general one that take 

place at the center of the town. The second type of market is the specific coffee market at a 

place locall y known as Dire Mizana and located at the other end, in the way out to Jaja (the 

woreda administration center) . At thi s market, onl y coffee transaction carried out. The nam e 

Dire Mizano also derived from its function that is chains of small coffee warehouse on both 

sides of the road with b i a scale on front of their doors that belongs to both cooperatives and 
b 

private traders that they buy and sale coffee. On market day, there is high transaction of 

coffee between coffee farmers and traders at this p3lticular place. 

In Harawacha marketing in general and coffee in particular do not held always. Rather there 

are two major marketi ng days. The first one is the biggest locally called as Magalaa Guddaa; 

(lite II . I AA"agala also to mean town or 
ra y to mean the biggest market day III Oro\110 anguage I Vil 

township and also to mean market), held on Saturday. The second, the lesser one ca lled 
M d h ffee market 

agalao Xiqqa that is held on Wednesday. Both the general market an t e co 

ca rr\' 0 . . . ut In PJrallel on the same day at the same t\llle. 

On k . der to transact coffee and 
mar 'et day. farmers come from the surrounding local areas In or 

oth . h' .' ·h d of the market conducted. 
el t Ings at Harawacha. Also with some vanatlon on teays 
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There are also market days in local small towns like Harow and Jaja. In the local mark t , 

there are individual traders who collect coffee. These are the agents of either the pri vate 

traders or the cooperatives; However. on market day th.e majority of the coffee come t 

Harawacha because farmers not only sale coffee but also sale and buy the majority of their 

consumption from the general market held in parallel with the coffee market. 

Coffee supply by the farmers to the market starts at the mid October. Coffee can be supplied 

to market in three forms; wet fresh coffee cherries, dry unprocessed calledjanfa! and fin all y 

the processed cleaned coffee bean. The first one is fresh cherries, immediately after it is has 

been harvested by farmers it could be supplied to cooperatives or private traders. Then the 

cooperati ves or the pri vate merchants start drying the wet coffee cherries after they collect 

from both the members and non-members. The second type is in the form of jan/a! that also 

needs further processing thirdly, the processed cleaned coffee beans called (callaa or qishil). 

Out of these three forms of coffee, the majority of the volumes brought to market are in the 

form of sun dried unprocessed coffee Vanfa/). Most private traders usually buy cleaned 

coffee bean instead of fresh cherries or janfal. The majority of the coffees in the form of 

janfal are supplied to cooperatives instead of individual private traders. 

The fresh coffee usua lly are sold by farmers who have immediate needs for cash among 

others, the most important reasons 'vvhich forces farmers to sell fresh coffee are, expen e 

related with schoolin g fo r their children, repairing or building new house or dome tic 

in vestment on, like animal fatting for upcoming holidays are common expenses by farm ers . 

Those farm ers who se ll their coffees to individual coffee merchants come from relati ve ly 

remote area that have no access to cooperatives or do not organized in to cooperatives for 

various reasons. As a rule from the Zone Cooperative Promotion Office, farmers who should 

organized in cooperatives should be those farmers who live in the same vicinity and produce 
tl . . J:: h have coffee farm lives in 
le same cash crop llke coffee. Because of thiS, many larmers w 0 

d' . . J::' most cases process their 
Ispel sed are not member to cooperatives. Thus, these lanners 111 

c ftI . . t t aders based on prox i 111 it y 
o ee manually and suppl y either to cooperatives or to pnva e r 

a d' I' I 'mity is also determ ine 
n relative advantage of coffee price. Therefore. geograp llca proxi 

access to cooperatives for farmers. 

Coo . . ' I've cooperatives in the forlll of 
peratlve members supply their coffee to their respec I 

)
' ,r. I . f h ffee instead of proce in g 
Cl/1;u Or fre sh coffee cherries in order to keep the qualIty 0 t e co 
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manually by them. However, the price of manu~lIly processed cleaned coffee has rel ati e 

advantage for farmers th3n the unprocessed one. Since manually pulped coffee have ome 

defect on the quality of the coffee bean, farmers supply t9 cooperatives for further proce e 

with grain mill establi shed by their cooperatives at their respective localities. 

The coffee transaction at Harawacha, carried out with its own peculiarity. For instance, when 

coffee bean presented for market by farmers, a sample of handful of coffee is taken to sniff 

for some minutes and ca refully examined with eyes for its quality. [n the case of co ffee 

supplied to the private coffee merchants, based on the quality of the coffee simply by 

observing with their eyes, it will be decided right on the spot whether it is for export or for 

domestic consum ption based on its quality this also determine the price. The private 

merchants give bonus for farmers as additional payment for quality coffee fanners brought 

and in most cases price of coffee will be settled with negotiations based on its quality. On the 

other hand, coffee that possesses bad odor, contains crushed coffee beans, moisture, etc i 

usually considered as less quality coffee and hence brings less price. If it isjanfal, some of 

the samples grabbed with hand and some samples are bitten between the teeth to check for it 

dryness and weather the coffee cherries contain healthy coffee bean inside. After that, it will 

be put on scale to weighting. 

The cooperatives co ll ect coffee from both the member and non-members. The mem ber 

supply three kind of coffee, conventional coffee (mostly from non-members), organic coffee 

and fair-trade certifi ed coffee. They strictly expected to register the kind of coffee they 

collect from farmers by OCFCU and FLO on the special registration form in order to 

differentiate the type of the coffee collected. 

During the time of the fie ldwork there is no wet fresh cherry rather it was the time for dry , 
unprocessed coffee (jon!ol) , the price of normal type of coffee for wet fresh cherries was 

seven, for janfal, fi ftee n and for cleaned coffee bean between thirty five to thirty seven 

Ethiopian birr per ki logram in local markets. However, surprisingly the price for domestic 

consumption is forty birr with very low quality in the same local market. 

In add" . . . I m nonly used 'traditiona l" 
It Ion to the usual we ighing method of coftee, there IS a so co I 

l11e . h h 't varies from pl ace to 
aSlirIng system loca ll y called Ray li. Accordingly, even t oug I . 

place . . . ' II p made of either plast I r 
, One Ray /z IS equi valent to five or SIX qalaas- IS sma Cll 
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nickel used for drinki ng water. Especially the villagers prefer Rayli to measure their coffee 

than [he measuring sc ale Llsed by the merchants. I f the coffee beans w . I h . elg1 more t an a kIi , 

then they use measuri ng scale than Rayli for exchange, otherwise, the coffee bean sold by 

qa/(las, as one qa/aas, twO qa/aas etc. as one qa/aas equivalent to roughly sixth or seven birr. 

The ripe coffee cherri es, after being harvested and dried, it could not be supplied to the 

market all at once rather, the dried cherry is stored in farmer's house for relatively longer 

time and it is usuall y del ivered to market in small portion throughout the year (beginning 

from September to June) to cover the expenses of the family. Storing dried coffee cherries in 

the house is equally considered as saving or cash for that can be sold and used whenever 

needed. 

Women and men usually del iver varied amount of coffee to the market. According to the 

observation made in one of the market days, coffees supplied by the women are small 

amounts in as compared with the amount delivered by men. This is because, women usually 

deliver small amount of coffee sometimes less than a kilo in proportion to their daily expense 

locally known as mashrufa (daily household expense).Whereas men use pack animals like 

donkey, mu le, or horse fo r transportation and offer large amount of coffee to the market a 

compared to the amount brought by the women. 

Members of the cooperatives directly brought their coffee to cooperatives. Then th e 

cooperative registers the name of the member farmer, the amount of coffee and the type of 

coffee on spec ial reg istration form. After that, the farmers are paid immediately as the 

amount they brought according to the price in the market. The registration is to help the 

cooperatives to pay to individual fanners , the di vidend according to the amount of coffee 

supplied at the end of the year. It also helps to control and separate the organic fair-trade 

cofl
' f . . . . . . ne I'nput and requirement 
ee 10m other non-ce rtified coffee types. Stnct registration IS 0 

by the FLO in specti on team at the end of the year. 

C ff .. 0 b nd eventually decl ines 
o ee marketll1g 111 the research areas starts roughly from ecem er a 

arOund the end of May and June . Since collected coffee by the cooperatives can be stored for 

lonu" I . h b 'tended a bit more to June. 
o>e l, t 1e suppl y to th e center at (Addis Ababa) mig t e ex 

HoI\' I ' . • ' f"C d rkets for other cOl11m odir ie 
e\e" dUrIng summ er. the generalmarketmg of co lee an ma 

generall y dec lines in the area. 
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ColTee col lecting center D ilTe iVl izana at HaralVacha (photo by author) 

3.1.5.1 The Value Chain of Coffee Marketing 

Coffee collected and processed from the farmers by the cooperatives directly sent to the 

Union. With lim ited capacity at local level, farmers' cooperatives cannot process fully their 

coffee to the required export standard and directly sale to international buyers. Milford 

(2004:45) found out that, in coffee producing, processing and marketing there are many costs 

involved at cI ifferent leve Is starting from the first producers. Processing itself requires the LI e 

of special machinery and equipment, and investment in a processing factory is costly. Co ffee 

exporting is also a business that is difficult to enter without the necessary resources for 

transport, insurance, storage, safekeeping and customs duty, and for marketing in order to 

find customers. In order to succeed, it is also necessary to have people with the right 

knowledge and ski ll s to perform the tasks of processing and exporting. This means that one 

needs both peop le with technical, administrative and . logistic skills and people with 

kno I d w e ge about the coffee trade. 

As a rule, the international coffee buyers only buy coffee from licensed exporters rather than 
fanners ' . h . d ts Thus in order to link 

cooperatIves that do not have license to export t elf pro uc. , 
the p.' h nt relaxed the ri aid 

Illnary cooperatives with the international buyers t e governme b 

auction d' rt on behalf of the pri marv 
system for the farmers ' Unions to carry out trect expo J 
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at
OI ves in \Vh ich pri \ ate traders compel to process the export through one of the auction cooper 

o I at Add is Ababa or Diredawa to\\nSo Accordingly, member cooperatives have to end terllli na < 

o ot'''ee to the Union at Addi s Ababa. in which the. Union further sorts baos the coffe their e I I , '" 

°dona to internationa I export standards and then directly send to international buyer aceol I '" 

through specialty market in the case Fair-trade organic labeled coffeeo Thus, the primary 

cooperatives di rectly connected to international market through their Uniono 
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The above figure illustra tes the conventional coffee market (val h . ) . ue c am and fair-trade 

certified cooperati ve marketing (cooperative value chain) and its relat' h' . Ions Ip to the co ffee 

commod ity chai n. The graph also shows that marketing chain of th fe e co lee farmer 

cooperati ves reg istered \",i th FLO sell their coffee directly to licensed it ' I n ernat lO na buyer ' r 

roasting company based in consumers' country instead of going through s I I' k evera m ages of 

P
urchasers and se llers. As the result, more of the market value or consumers ' . d prices retalne 

by the producers through FLO labeling system as fair-trade organic coffee that increa e the 

chances of gett ing in touch with internati onal traders and consumers. 

Conventional coffee trade or the free market generally involves certain links such a 

intermediari es who are between producers and buyers or consumers. The intermediaries often 

purchase coffee at the loca l level below the market price. This is due to various constraint at 

local leve ls that enab led them to pay as little as possible to the benefit of their own hi gher 

profit. Therefore, the fa ir-trade market channel connects the small-scale coffee farmer 

directly to the in tern ationa l consumer via their Union that is by far better than conventi nal 

market makes them more profitable. 

As depicted in the fig ure unli ke the conventional coffee market small-scale farm ers are 

connected to the mainstream international coffee market via their Union. From this, it i 

ev ident that farmers are vert icall y integrated into the value added coffee market chain, which 

is one of the main objectives of the cooperative and fair-trade. This enables fanners more to 

control over the coffee process ing and able to get substantial amount of income distribution 

from the market channel otherwise that would be expropriated by intermediaries . As repol1ed 

by Oxfam in 2002 (q uoted in Mesfen, 2007) in the conventional market channel , some 

fa rmers in the Oromi ya Regional State, fo r instance received 27 to 54% of the coffee exp0l1 

price. This ind icates that a substantia l amount of benefit goes to the intermediaries, than to 

sn1 all -sca le farmers. This is the small es t amount of benefit in compari son to other countrie . 
F ' . t has ruled that 80% 
Or example, Abbots ( I 993 .1 37), found out that 111 Kenya the govern men 

of th K . ' d to the producers, Thi 
e en)ans Planters Cooperati ve Ul1lons profits must passe on " 

Cond" . . h fanners actually recel \ e 
It Ion makes Kenya one of the very fe \\ countnes w ere 

SOmethin . g near the wo rld market price. 
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Accordin a to Oxfam (2002) report, most roasting companies b ffi >: ' , '" ~ uy co ee Irom Importer In 

S
Olal1 and freq uent purchase , Roasters have the highest profit rna' , h ' rglnS In t e value chain, 

R
etailers usuall y purchase packaged ca rtee from roasters althouoh an ' , • , ::> increasing, number of 

r
etailers are also roasting their own bean for sale, Supermarkets and trad 't' I '1 ' Ilona retal chall1 

are still the primary channel for both spec ialty cartee and non-specialty coffee, and they hold 

about 60 percent of market share of total coffee sale. The consumers can recognize a product 

as fa ir-trade, either by its specific fa r-trade label or by the specific type retail out let 

(specialty su permarket) . 

Thus, the cooperati ve marketing channel is to some extent effective in reducing the influence 

of intem1ediaries by cutti ng out from the value chain and it is good opportunity for farmers to 

enhance their income up to 70 percent who are found at the first stage of the value chain . 

3.2 Major Challenges of Coffee Farmers before the Establishment of 

Cooperatives 

3.2.1 Coffee Price F luctuations and Local Market Condition 

There have been varioll s reports such as Oxfam (2002) and Equal Exchange (2004), on the 

coffee prices cri ses si nce 1997, and especially in 2001 that have affected millions of people 

who depend on coffee fo r their li velihood. Ethiopia the largest coffee exporter in Africa and 

the birthp lace of coffee has been hard hit by the price fall. The mass ive slump in til 

international coffee has left many co ffee farmers families in deep poverty and hunger. The 

time of fa rm ers report on the coffee cri sis in the studied area also conceded with time of the 

report of the in ternati onal coffee cri sis. For example, Backman (2009.9) note that bet\\ eell 

1999 and 2004 in Ethiopia million of fanners aflected by the international coffee price cri is 

and the count ry's export earning reduced by 70 percent. 

According to Oxfam International (2002), the main reason that prices are so low is the 
Il1'lS ' , , d and Production has 

, Sive oversuppl y of coffee on worl d markets 111 relatIOn to em ' 
inc ' d . f ffi trees technological 

lease by 15 percent s ince 1990 because of til e plant1l1g 0 new co ee , -
innov t' Tars ago Vietnam wa an 

a lon, and the arri val of newcomers on the market. en ye , 
insio ' fi d I t exporter Other fae or 

:,111 Icant exporter of coffee, Todav. it is the world's secon arges ' 
have c ' ., , Th ressure of debt has forced 

ontnbuted to the steady expansion of coffee supplies, e P 
cOuntri Meanwhile the World Bank 

es to expand exports in order to generate hard currency. ' 
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and other agencies have actively promoted export production th h ' . , roug prOject lend ln nd 

fider macro-econom ic reforms. For example. World Bank loa s . \I n were 111 lrumenlal In 

helping Vietnam start producing and exporting coffee, In Colombia and Boli ia farmer 

were encouraged by UN-sponsored programmers to switch from coca to coffee. 

As ex plained from the fa rmers, Cooperatives after they have been established and involved in 

the local coffee market, they have brought relati ve change both on the market a well a on 

the lives of the small-sca le farmers. In local coffee market in addition to the private frcc 

merchants, ea rlier fa nners supply their coffee to government coffee marketing agencie lik 

Ethiopia Coffee Marketing Authority. However, most farmers commented that the 

gove rnment market agencies were inefficient in handling the coffee market and influential 

private traders easily manipulated them and unable to function properly a em ient 

gove rnment market agents . Du to this, the private coffee traders were dominated th I al 

cofree market until cooperatives establishment and effectively began to operate ill the area. 

According to my informant, starting from 1998 there was a drastic price decline in the area 

that has affected many fa rmers who depend on coffee for their livelihoods. The internati nal 

co lfee cri sis concedes wi th the farmers report and they confirm that the international fTc > 

crisis has affected the major coffee growing areas. During discussion with fa rm er and 

cooperative managers. around 1998 there was a campaign and concern by uni ver ity tudellt 

and other ci vi l societies that the international coffee crisis would force farmer to change the , 

co ffee land to Khat that would gradually destroy the indigenous coffee species in the area. 

In re lation to coffee production and marketing, one of the major problems was dra tic de line 

of co ffee price and con tinued until fanners ' cooperatives established and in\ ol e in the 

co ffee business for some time. Due to thi s coffee \\as unable to sustain farmers life a it u ed 

to be: Addi , coffee fanner at Bereda explain this fact that 

I . II d h !. ·tar{in(! /I-om gurernllleni 
lea y remember the dli}jfjicul{y we had posse t roug1, oS 0 -I . . ,{,(r, price in our area Ihol 

(wnge slr/ce /991 there was a gradual declme OJ cojJee , 
r..' I,{r, honlS even redu e l Ie 
IlilSlroted many of UY {O produce coffee. The loca cOjJee merc . e ..... h e who decide ollihe prl e 

\ISling pnce that e -":(lcerbated the situation. They were ( eon . . I d 
(1/ I I - . d h r 'ce We someflm e.1 IrGl'e e 

I( a \voy s they cOllie lip with some stones 10 re uce t e pl . . '. . 
10 {he nearby towns where 11'e heard there CQuid be befler price bu{ {he SII /((/'./O,II 11 (1\, 
117 , . . . h . 11'0 befWeen II I II OIlC 

( SUll1e everywhere_ The price oj a kilo of cuffee at I e tlllle " I ,'11 Ihe 
lIil7> b' . h . . rodually InIpl avec II I 1 

. e 1rJ' III our area. It is only recently thaI I e price g . . 'eoll elf, ' . ' . . ' bIJ fiar be tIer, If II a I 
'l Oll:, oj jarmers' cooperative. The pn ce fo r gram was J 
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belfer Jar someone to go with other grains like sorghulI/ instead.r .rr; I . 
. I h k' oJ coJJee. l'e /lIIpl l accepl the price 1\ ' wI t e mar ef jJ/'ovlde liS. We did not ha I ' . 

. . '. ve any Of ter OpllOIl It ' 
[Oda" lVhel e Jarlllel .) can opt to .Iell bef1veen cuonerativel' aI7d·· d 

.J • . ' r . pi /vale Ira ers. If 1101 
disappol/1/1ng Jar ({ jarmer who depends UII laboriul/~ co·{r,ee p od . fi / . 

. ' . 'JJ' r UCI/on r // 1 
hl'elthood. 

In rel ation to price decline farmers explains that the price of coffee was not reward in In 

terms oflhe labor it demands, As most farmers and DAs explained coffee production i I 

intensive, it needs much care and attention throughout the year. The labor input and it 

benefit ill terms of price was not encouraging for farmers in earlier times; prOducing c ffee i 

tiresome, that it needs its owner care if it needs to give good harvest. However, the pri C IVa 

disco uragi ng for many farmers to produce. Some farmers even explained to the extenl Ihal 

the price of coffee unable to match with the price of other grain. As Yusuf, a f, rty-fivc- 'ar 

old coffee fanner in Mul isa Haqaa said that, 

We were producing coffee Jar generation. However, we never experience .I'll h II" 111 1" 
drastic price loll. It is strange Jar some one to hear that price oj coffee unable 10 11111 " 

wilh the price oj other grains. Even Ihere were time that a quintal of coffee IInab! /0 

buy the same amount oj corn or sorghum. There was a fear among us Ihal if 1/1' 

situation continued Ihere might not even market Jar coffee and we were concel'll d 
abolll our Jamily. We cannot change our coffee to others crops overnight. For sOl/le 
time producing coffee considered as wasting your sweat for nothing. Still J reall do 
not s([fisjied with the current price though, byJar better than before, and J It pe il lrill 

be even beller than this one and benefit us according to our toil. 

Fanners in th e area not only experienced unstable and drastic price fall but al exp ed t 

other rel ated problem s, Before establi shment and involvement of the farmer c perat il e' in 

the coffee market intermediaries and illegal coffee traders penetrate in to the coffee far mer ' 

village and buy coffee with low price. In addition to this, informal 'patron-client' relati n hip 

, . .' I' d b f' r \\ ere With the local coffee dealers was cOl11mon. Such relatIonships as exp allle y nn e 

ex ploitive in nature and kept many fanners dependent on those local coffee dea le r for 1113n . 

borrowin o "'. 
E51) . II . f t sustain their a ic ne~J . eC la y dUring summer, farmers face shortage 0 money a 
Mo I I' fthe year In uch ti l Ie . nt 1S Ike June lui \' and AUGust considered as hunger-seasons 0 . '*' ~ , 

fOlio I f ' . ' I I f<ners Since SO I11 ~ fann er ca co Jee dealers was an opportun Ity to explOit oca an . 
nOI h ' . h . f< to those loca l coffee de er ave I eserve money or any other opt ion, they turn t elr ace 
fO l' b . . d ey was to deal for fu lire orrow ln g. One of the common ways to get borrowe mon ' 
harve t ft . ffl 'nstead of mone,' HOII ~ ~r. s . A er farmers borrowed the many, they return III co ee I , 
if lhe ' . . . they have nO ri g t . 'r 

Price for coffee ri ses at the tlllle of returnlllg the money, 
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th~ difference but if it is below at the time of the borrowing the bl' d 
, y 0 Ige to c mp n at the 

difference with coffee . Otherwise, such kind of grallt would not be a '1 bl I ' 
~ val a eat ot ler tllnc . 

The other means of borrowing, for fann ers' urgenr needs was sellin o toile coffi I . . 
b ee lerrtC rt.h 

on the farm before harvesting. The price for co tfee estimated in the way that fa r the 

borrower in order to get the money. The borrowed money is paid not in full about at Ie, t h I 

of the estimated amount. Then the farmers gradually collect the coffee and uppl t hi 

moneylenders. One of the cooperative managers Musa in Bereda elaborate that , 

Our experience is Ihaf when we have the prodllce, we are always at the mercy 0/ fit ' 
middlemen who wanl 10 take advantage of our urgent need/or money to be able fO paid 
out. Either we sell if right on the coffee far1l1 or we could sell it/or /Ulur harvesf, il 
was 10(011), for the adl'antage for Ihe moneylender. This condition kep f 1II0llY o/ US ill 
pover/y and our life is the same evelY year while private fraders are gel/in richer 011/ 

richer. 

The other problem discussed by farmers in relati on to the coffee market wa , that farm ' r 

were highly sabotaged b) the private traders. Few private companies in the area m n p Iii' 

the export of Harar' s coffee earlier. These companies and other individual influ ntial pri att: 

traders set the price for local coffee market. Sometimes these companie and ther pri at> 

traders work together in favor of their common interest in order to ga in more pr fit fr m thl! 

coffee trade. The government coffee purchasing agents were under the direct in fluenc the 

wealthy coffee merchants and totally price for farmers coffee was decided b~ the pri vate 

traders. 

According to discussion he ld with farmers on coHee marketing and fi eld obsen ati on , market 

for coffee in th is area held on specific days like Saturday and Thursday. Farmer in the hope 

f . , . d' t t loca l itie Duri ng the o gett lll g better price as usual fl ocked to market trom vanous IS an . ~ 

Il ight just before the market day sometimes di sc uss ion will be held among the major once 

tr d . . ~ ' ivai the pri e of coffee a ers III order to decide the price; in the mornIllg on larmers arr , 

lVould be much below " ha t was expected, wherever they turn in the market. i i the al11 . 

Since farmers come from distant areas they did not had any other option and 'annot arr~ 
baek h . . th twas alread dc.: ided. There t elr coffee home rJther thev \\ ould sell on the price a 
was . . ' <. ' . d' t over the co llee ion f 0 c. 

even competitIon sometimes amona bIg traders to om lila e 
~ . . 

III h ffi better price. I add Itt n t li e cases with very sli aht price difference traders can 0 er 
~ . 

this tl I I bb' s farmer to ell h Ir c e~ t , ley also use some loca l farmers as an agent \V 10 0 Ie 
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their respect ive cl ients for comm iss ion, Most of the time, the competition in the I al m rk ' l 

among the private traders were not beneficiary to farmers, because it wa nt , a ure 

economic competition, Due to the condition of local coffee market for ome time left fanner 

in poverty, As Bedri in Bereda explain this fact as fa llow; 

We sill/ply lVat~h for many years that ~ur coffee unable 10 change Our life si Jl7ijr am/} . 

and li e are, still, 111 deep pove,rry, whtle f ew other peoples are prospered Oul of /;,. 
coffee. Earlter, It was the gram farmers who employed as coolie in our area ' durin 
winter, who were supposed to be the poor. However, the situalion reversed, 
farmers are practically poor now, Farmers 1Vho depend for their life on khat or III ,,. 
crop production are by for better than we are, we still slruggling 10 make things b II ,., 

In addition to these, for some time coffee merchants brought cheap coffee from ther area 

in order to mi x with the fine coffee Melka Bello so that they could get relativel better pri c, 

This also red uces the demand for our coffee in the international market for ometimc Ihal 

exacerbated the coffee market. 

3.3 The Role of Riga Damu and Tuti Kanisa Primary 

Cooperatives at Local Market 

Merrett and Wa lzar (2004) note that the fundam ental rationally for group of fa rmer a ti J1 

with regard to the marketi ng of their products is their disparity in size and scope facti iI, a 

individual se ll er compared with the bu yers they face, A cooperat ives being a an a ial i n 

of a large number of small farmers, acts as large business entity in the market obtain the 

significance advantage of economy of scale that are not available to its member indi idually, 

Cooperatives as a fo rm of business organization are distinct from the more common in e t r­

Owned firm s (lOF), Both are organized as corporation, but IOFs pursue profi t maximizat ion 

b' , , " h b fit s tll ey generate for their o ~ective s , Whereas cooperatives strive to maX IITIlZe t e ene 

b d ' 't f ons where farmer cann I nlCIll ers. Agriculture cooperatives therefore create In Sl ua I . 

obtain essentia l service from IOFs (because the provision of these services i judged 

unp rofitable by the IOFs, or when IOFs provide the services at disadvantage tenn t the 

fa' ) , 'a 'ket fa ilure or mi ing the lin ers . Th iS situati on characterized as in economic theor) as 111 r 

serv ice Ill oti ve (Ibi d) , 

As indicated by the 

leads to the creation 

f; ervi ce b I - al 
competitive yardstick schoo l, the unsatis actory 

't' ya rdst iCk or a mean of all "i n!! of cooperatives as a competl Ive 
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fanners to build countervailing market power to oppose the IOFs. The concept f m titi\c 

Yardstick implies that fanners , faced with unsatisfactory performance b)1 IOF ma) r nn 
cooperati ves whose purpose is to force the IOFs, thr?ugh competition, t impr ve th ir 

serv ice to fanners or better price for their product. 

As mentioned above farmers cooperatives can playa positive role in stabilizing the I 

market for coffee through competition. The first and most important aspects of coopcrati c 

in the local market are that they provide efficient market channel and an alternative mark t 

for farmers in local areas . Cooperative provides a more stable and uniform marketin 

than the market condition without cooperatives. The market condition dominated b pri at 

traders would expose farmers to exploitive intermediaries whose main objective are pr fi t 

maximization. This is an indication of that substantial amount of benefit in the convcnti na l 

market without cooperatives goes to the 'middlemen ' than it does to small-scale fanner nd 

hence the cooperative marketing channel is an opportunity for smaller coffee fanner . 

In principle, it has been argued that the cooperative marketing channel emp wer framer 

with far more control over the local marketillg and distribution of income than th> 

conventional marketing channel. Since cooperatives remain partly open, they repre ent an 

alternative to non-members also. Thus, fanners' cooperatives are competitor pri al> 

traders th at force them to increase the price level in order not to lose their market hare. Thi 

oll course increased bargaining power of both members and other farmers. 

Fanners in the study area remember that the price for a kilo of coffee start to impro e 

graduall y from eight to eleven birr. At the earl~ stage of cooperative establi hll1 ent, farmer 

witness that in order to drive out the fanners' cooperatives from the local market the private 

traders offered relati ve ly higher prices. This was off course an opportun ity for all farm er thal 

th' . . ' h b f; better than from ei {lht nd ey receive above eleven btrr per kIlograms, \I h IC was Y ar ~ 

. b' d other in titut ion . the 
nille Irr at the time. Gradually with the hel p of government an 
co . . ..: I ven to fi fteen and i teen operat ives built th e ir capacity and pushed up the pnce lrom e e 
b'· A . 8 d 2004 A fter that the began t IIr. ccordll1g to most farmers, this was between 199 an . 

cOntro l the loca l mal-ket and able to set the price for their coffee at the 10 al mark I 

orrespondin g to the national and international coffee market pri ce. 
D . t the loca l- offee mar ' I 

LIe to the ex istence of cooperati ves and represent farmers 1I1teres , . 

price ha . earlv st:, u_" of their establi hm ent. there \\ e e I (s lin proved gr(1duall y. At the ,,"_" 
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compet iti on between cooperatives and private coffee-merchants, Becau e of th 'l b 
th th ir 

1 'l1lbers and the amount of coffee they sent to the Union wa I" 
11 ~ very lin lied , H I\ e \ e l . 

eventuall y with the help of government and NGOs support both in ter f Ii . . 
. m 0 IIlan lal n In 

technica l matters , they ab le to overcome and dominate the local coffee market. Bedri nc 

the coope rati ve management committee (Tuti Kani sa) at Bereda confirm th 'l 
cond iti n in the 

following manner; 

When the private Irade~s saw that ~he c~ndition are going to be changed that/arlll 'rs 
going to be orgal1lzed Tn cooperatives, Immediately began to react by improvin tIl' 
price for coffee. At the time, the all itude offarmers' towards cooperatives and the 
benefits were not 1II0rth considered. Due to this, the farmers who are registered as (/ 
member were very few. Besides this the price of coffee offered by private traclers \II ' I" 

relatively improving and farmers could not realize any advantage 0/ joinin tIl' 
cooperatives. For some time, since the members were too small, the coffee thatlVas s nt 
to the union was insignificant. Thus, they were forced to buy coffee /1'0111 privot> 
merchants in order to send to the union. Moreover, one 0/ the major prob! 11/ on tIp 
parts of the cooperatives were unable to compete with the private traders that th I s 't 
price and change from time to time in order /0 drove out the cooperative,l' /rom If! I 

10call1larket. This lIIas in fact a good opportunity for us but i/ did no/last long and th 
cooperatives gradually took over the market, 

Graduall y with efforts of woreda officials in creating awareness about perati l: , 

farmers ' attitude bega n to change. With the increase of the farmers' awarene a ut 

cooperatives, they were able to recruit substantial amount of member in their re pe ti e 

locali ties. Due to thi s, most influential private traders who once dominate the market n \ 

pushed out from the loca l market and concentrated at the main coffee market at Hara, a ha, 

Cooperat ives marketing channel creates market opportunity that enable small-scale co ffee 

fa rmer to take their products further through the va lue added coffee market channel th r ugh 

their Union to the final consumers or bu yers. It also provides a way for farm er to in tegrate 

forwa rd and participate in the processing and marketing of their products. 

C . . .' t ' formati on and ed ucation ooperat lves also serve as important channel In which IInportan In 
f h . . the level of kno\ ledge o t e coffee quality production passed on. Cooperatives can IIlcrease 

. • i': • on both nati nal and al110ng fa rmers of coffee production, quality and 1Il10rmation . 
Inte . . , I strelwthenin !! of farmer rnat lonal prices. These crucial factors bring about a genel a 0 ~ 

baro ' , . the cooperati e ha d ail~ t)a lnlng power than acting individually. Moreover, Since 
01 - . . Addi s Ababa enabled th 111 t 

Hact (at Harawacha) through telephone with their unIOn at 
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fallow the coffee market situation both on national and international level. Thu the I h \Ie 

up- to -date information about the coffee price and serve as information channel 

price at the local level tor both members and non-mem?ers. According to the 

manaaement committee earlier private traders had the relative adva t ' . " n age In a C Ill' 

information related to coffee market conditions both the national especially the internati n 

co ffee price. The fanners largely depend on government radio broadca ting whi h II 

ineffi cient. Regarding this, cooperatives not only benefit members but also non-mCJ11 er 

fa rm ers on price information. 

In general, cooperative brings farmers together providing service that increase qualit a lIell 

as offer a collective barga ining power. As cooperatives began to increase, their em ien ~ it 

will certainly increases marketing power both in the local and internati nal marKcl. 

Cooperatives after being established and involved in coffee business gradually they bc (n t 

control over marketing conditions for their product rather than being as the econ mi t all it 

' Ieave it or take it' proposition at local market. Moreover, the cooperatives influen e in th . 

local market graduall y become stronger and they began to set floor price for thei r pr du t nd 

monopoly of collect ing coffee. In addition to thi s in deeper villages, cooperative are en ing 

as collection point for farmers ' coffee cherries in which they used to sa le even bel I I thl! 

local market price in such remote areas. In addition to this, maintaining quality c ntr I, 

co ffee pulping service and supply transportation also another important service that can 3 d 

va lue to the ir produce. 

3.4 The Role of OCFC Union 

The OCFCU established with the objecti ve of facilitating process and export coffee n el J f 

f h . d I . . I acity at local Ie ~I. o t e primary cooperatives that lack human resource an oglstlca cap 

Apart from exporting, it provides crucial services like warehousing, training on qualit 

producti on, credit and other services which are important for coffee farmers at local Ie el. 

TI U · . all scale coffee farm er~ :) le nlon has a wider reputation in organ izing and connectmg sm -
r ." h arketina channel It all -trade coffee roste l"S via DST (Direct Specialty Trade) or ot er m " 
fae ·l · . ' b cooperati ve" Fair- tr:.~ I Itates the fair-trade oraanic certification tor Its mem er 
certifi . b I . n The mem ber cert i ~::J 

ICa tl on granted to primary cooperatives through t le unlo . 
. rs 1-_ coo pe" . . h t· ted certi fy in a It mem rarr ves Il1creased fro m time to time, the Uni on as s ar " 

2004 . . it reached t\ ent ei ght 1 
, It started only with eight cooperatives m 2004 but now 
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20091 10 thi s makes it the biggest fair-trade certified cooperatives U· . h ' nlon In t e COuntr .1 h 

Uni on tri es its best to maxim ize the opportuni ty from fai r trad d . - e an organiC ertifi ti n 

scheme. 

The Union purchased coffee from the cooperatives at a price equi valent to the d me ti 

auction price at the time. The payment to primary cooperatives is usually made immediatel \' 

or after a couple of weeks foll owing coffee delivery; as cooperatives manager note the ex, t 

time of payment depend on fin ancial status of the Union. After received coffee fr rn the 

primary cooperati ves, then Union exports coffee through a fair trade route (in the ea e ai r 

trade certified coffee) , or conventional route for conventional coffee. After completi n ' the 

audit of Union's, dec ides the amount of the dividends to be paid out to th m'rnber 

cooperat ives. The dividends are calculated after deducting thirty percent (30%) f the net 

pro fits including the di vidends to farmers after auditing procedures are complete. The 111 de 

of dividend di str ibution is based on the volume of coffee and the size of the share pur ha cd 

by individual farmers. The union also provides credit to the primary cooperative in addit i n 

to the Fa ir-trade sixty percent pre-financing of the contracted amount. 

According to Oxfam (2002), the global commodity chain for coffee involve a tri ng r 
producers, middlemen, exporters, importers, roasters and retailers before reaching lht: 

consumer. In the conventi onal coffee market chain , farmers directly sale to middlem en IIh 

are known to take advantage of small farmers, paying them below market price for the ir 

harvest and keeping a hi gh percentage of profit for themselves. The internat ional c (ee 

roasters or im porters buy coffee directly from the small-scale farm ers' cooperati ve th rough 

the union. Thus, organi zation li ke the OCFCU is important in serving as a channel ~ r c fee 

farmers to in vo lve in international coffee market. Because of thi s, the intermediarie . cut out 

that existed between the producers and the consumers. Thus, both the producer and he 

it · . ' d b)' the FLO to fu lfil l h n ernatlonal buyers or roasting companies are closely sanctlOne 

terlll of conditions. 
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3.5 Economic Benefits of Cooperative to Members 

3.5.1 Direct Economic Benefit 

Most literatures on cooperatives state that Farmers have certain goals and obje ti e II h 'n 

embracing group acti on strategies for Illarketing their produce. Among these the hie 

economic motivation . Among the economic benefits attributed to the co p rati c i 

marketing facility and supply of input, increased competitiveness, credit opp rtuniti e 

innovation of new techn iques are termed as economies of scale. The main goal amon th c 

is income enhancement because of possible increase in the value of their product. In additi n 

to this, it is important market outlet for local farmers and ' fair ' price, according to the market. 

Apart from marketing III em bers ' product and payment for according to the market price, e ' tra 

income in the form of dividend is one of the most desirable outputs for farmers in the tudied 

area. Members receive payment (profit) in two rounds, the first payment as dividend i th 

payment after delivering coffee to the union. The union pays the cooperatives for their ffl· 

based on the price dec ided at the national auction. This payment is called the fir t paym Ilt. 

The second payment and the major one is profit after the union delivers to the internati nal 

market through either fa ir-trade market or the conventional market channel. Thi i u uall 

ret urn to cooperati ves seventy percent (70 %) as dividend in order to be di tribut d t 

individual farm ers as per th e amount supplied by individual members. 

Fa nners explained that one of the good aspects of the major dividend (second payment i , 

usuall y comes at the end of the year where farm ers used to face shortage of money. Thr ugh 

FG D and individual interview with fanners, di vidend is one of the major aspect that attract 

fa rmers to join cooperatives from time to time. According to the records of the Ri ga Damu 

and Tuti kani sa, primary cooperatives, the least dividend for 2009 was about 700 birr, ~ hile 

the highest is 3500 for Ri ga Damu; 522 the least and largest 4020 birr is for Tut i Kani a. In 

add" . f h erative (almo ta ll ha eat ilion to these, those fanners who have bought shares 0 t e coop 
I ' . fi d' ng to the hare the east trom 250 to 2500) receive additional payment as a pro It accor I 
hal d h This i I hat repu tedl ) 

r an rece ive interest from the money they have as s ares. 
In\'1 t' . ' b . TI efore profit that return in 

1 loned as good as pec t of cooperalives by their mem el s, ler , 
the f . . . . . . benefit the enjo be au e 

Orl11 of dIVIdends is one of clearly VISible and dIrect economiC 

of bei ng member. 
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Process inG and marketing of members' products is also charac( , d ' 
b enze as economle Ie 

or economi c advantage, Activities such as transport to cent I k ' 
ra mar et, pr ce In nd 

acquisition of in formation about market opportunities are performed ffi ' 
, more e IClentl th n 

throuoh cooperatives than acting individually, Member of a cooperat'lve I b 
'" can a 0 enefit rom 

various economies activities other than directl v related to marketing of th ' d - elr pro uct , uch 
extra activities are, credit provision is one example how a cooperatl've b fi ' can ene It tilCir 
members, 

A formal credit service for small-scale farmers is not often available in such rural an: , 

There is no banking se rv ice in Melka Bello, on Iy found in Deder that is more than 10 kill 

away, This condition earlier forced farmers to depend on local moneylenders with high 

interest rate, However, the cooperative managers whenever farmers need money in add iti n 

to the Union's credit serv ice, search credit on behalfofthe farmers from both the g vernmCIll 

and private banks like Oromiya Cooperative Bank and distribute to farmer for pe ifi 

purpose, Most cooperat ive managers explain that to get credit service from any in tituti n i 

much easier for the cooperatives than for individual farmers, Since Cooperative run 

members' benefits, they offer credit with low interest rate, which very much appreciated b 

members, especially compared to the interest rates of the private moneylenders in the I al 

area, 

3.5.2 Improvemen t of Members' Living Condition 

The maj or benefits gained from cooperatives activity in the local areas are sustainable coffee 

market and better price in comparison with the previous conditions, Though currentl the 

price for coffee increases both at the local and international level, cooperatives are pia) ing 

substantial role in stab iliz ing the market at the local level. 

Acco d' h d' ' 'th Inelnber farm ers at (hi m l11~ n l r Ing to t e observation made and ISCUSSlon WI 

cooperati ves do not brin G a substantial wealth formation among individual member , Rath r 
b 

it helps tanners to subsist their dail y life at least with some improvements, During th 

indiv idual intervi ew and FGD about their life change because of being mem er 

COOpel'at' I I'mprovements that are changing fr \..;T1 lVes, t leir answers revolve around house 
thate l d I ' fi a slept on sponge mattre ~ le lat roofinG to rectanGular corruGated Iron sheet roo Ill "" 

b b b 

ab le " 'of the point reoard d :3 ' 
to ed ucate their ch IIdren and access to better diet are some 

Illlpro " d' 'd I ealth formati on and in m \ ement. A part from these, there is no as sLi ch 111 IVI ua w 

61 



a
ses fanners live subsistent level. Question was forwarded if the r. c , re are any larmer \ ho re 

rich due to coffee farm; they respond th at there is no as such rich coffee farmer. mall r 

h
ow man y coffee stem a fanner has he barely subsist his family ' s II've 'th . s WI out any we Ith 

formation. Ahmad from Mulisa Haqa PA further explain that 

Let alone saving extra money for olher purjwses we barely surv/·veds·ofllel · , IIlIe r O/ll 

the money we ge t fro m . the cojJe~. Currently (within these two years) due 10 relalil'e 
improvement of the prrce of coffee, we can witness some farmers able 10 inve 1 1/ 

other income generating activities like animal fattening. Except thai, if a farmer i.1 
rich not because he has much cojJee tree rather either he is engaged in KIwI 
production or other business activities. 

The major expenditure of the money earned from coffee are on daily expenditure on fI 

clothing, health (occasionally) related expenses fann input and some domestic inve tmenl 

like animal fating (at least one or two) and cow for milking. Apart from the usual fI d ilem 

like baked bread, laffiso and porridge mainly prepared from maize and sorghum, Farma 

supplement family food requirements with some rice, spaghetti, macaroni, and wheat n ur 

bought from the market. In the area rice, spaghetti and macaroni with additional vegela Ie 

stew considered as access to better diet by the farmers. The daily cash demand til . 

household for the expense, cooking oil , kerosene for lighting, salt, sugar etc mainly e u (;0 

from coffee income. 

During discuss ion with farmers on expenditure of coffee income, apart fr In the dJil) 

consumption, it is noted that coffee income and schooling is closely associated . In the 10':, I 

areas like Bereda and Mulisa Haqaa there is no high school. Children after completing 

elementary school ei ther they should go to Jaja or Harawach in order to attend high cho I, 

which is more than 35 KMs away. Since students cannot afford to attend school on dail ) 

basis while they are with their families, they should rent a house near their school. Thi i one 

orthe major expenses for families in order to prov ide the necessary provision and hou e rent 
fo. tl ' . ' hid ut is common in the a <!, 

I letr chtldren whil e they are in school. Students sc 00 ropO 
bOll f .. " t: n coffee is n t u taina k 

1 rom elementary and high school if their families IIlcome rOI 
TI . . . b Shukur and Jemal \ ho d op 

liS well witnessed by two management committee mem ers 
o f ib' ess so that they could hel t h~ 1 

lit o · schoo l from grade 9 and engaged in ot ler USIll 

fa illi li es and themselves. 
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Farmers thatched hat roofand improved corrugated iron sheet hOllse (photo by aulhol) (Mlliisa lIaqaa) 

Another imp0l1ant expenditure from the money earned from coffee is on hou e improvement. 

It is common trend in the area, if farmers' income increases substantially, immediatel th 

improve their house fro m thatched hat roofing to corrugated iron sheet hou es. 

Whenever farmers asked the question, what changes brought on your life being a a mem r, 

they repeatedl y reply that they sleep on sponge mattress instead of simple plastic rug I all ) 

called mushama and change their house to corrugated iron sheet from thatched hat r r. 
Especially those cooperatives managers tend to measure the success of their cooperati e b 

mentioning repeatedly that all their members are sleep on sponge mattress and renovate th Ir 

hOLise. This is also used as a means to recruit new members. 

Another important aspect mentioned by farmers in relation to coffee income is tho e farmer 

who have relatively surplus money left from their consumption are livestock in e tment. Th 

area apart from coffee production it is also best known for its animal fatting and ha high 

demand in the other towns. Animal fattening is common practice in the area that enable 

them to diversify their income. Every family at least keeps some small calf for fattenin g. 
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3.5.3 Social Benefits and Social Capital Formation 

As Marriet and Walzer, note that (2004.275), empirical research sho th b . . ws at su tantlal ene Il 

results from the presence of high level of social capital.in a community becall e 

Ion an trll t. It I n 
P
roblem tended to be so lved more easily by increasing the social interact' d 

o one another th t who have worked together have developed a level of trust and awareness f 

facilitates the flow of information, lowers transaction costs, and eases the dilemma 

collective action . Cooperatives in general have the potential to create significant increa e ill 

com munities ' social capital. Over the past twenty years, sociologists and economi t ha e 

articulated the value of social capital in economic transaction. 

Robert Putnam (as quoted in Merrit and Walzare, 2004:275), defines social capital a 

connect ion among individual, social networks and the norms of reciprocity and tru tworthine 

that arises from them. These networks facilitate cooperation for mutual benefit, result in mutual 

support, cooperation, trust and institutional effectiveness, and thereby would strengthen cr i e 

potential derived from social relations. 

Both Bereda and Mulisa Haqaa where the cooperatives located characterized b p r 

infrastructures and cooperatives operate where there is no electricity, proper teleph n I inc, 

water, and poor road cond itions. Member farmers explained that even before the e tabli hmcnt 

of cooperatives there was the spirit of cooperation among individuals in order to Ive the 

cOll1m unity's problems. The Common problems that existed in the area nece itated ~ r 

individuals to come together for collective solution. According to the fann er , the maj r 

problems were mill service, lack of proper roads networks; water and health service. The 

tried to so lve their problem gradually in collective action. As kalifa in Bereda explain thi fac t 

O 
,I' h . J '11 .' locality Our doughl ' f'.1 

ne OJ I e major problems was absence OJ 111/ service In our . . 
d 

. . ' . d to gel Ihe mill erVlce 10 
an wives should travel more than thirty kilometer /11 or er . 
eilher Harawach or Jaja. They face various problems on their relurn e pecwlt. 

t 
.' . . . 'd d k logelher 10 olve 1/1105 

( U/ II1g night. Due to this the communzl1es deci e 10 wor · . ... 

bl 
' . d bl ' ·h d'eyel gram 1IIi/1111 0/11 

pro em. Then finally we fo rm an associatIOn an esta .I .S I . . . . ' ks ally in collaboralloll 

I especllve areas. Then we pave the local ('oad networ manu d . J . h h d . e andjinally \I 'e eClUe 
\I'lt t e neighboring kebeles. This gave as (/ goo expenenc . d 

• C k fi ur corl'ee. The \Val a 
10 eSlab li.s'h cooperative in order 10 find beller mar .et or 0 'JJ < 
d ' . . . fi . Ih coo nerall ve. 

(f II 7II7/S [ rallOn saw our effort and helped us /11 or/11/11g e y 

Mil ford (200 . t aanizatiolls ' the ca 
<+) also notes that cooperatl ves as grass roO orb ' 

ill1 pona . .... . I formation of social 
nt palt of the country 's CivIl sOC iety contributtng ne 

ecoml! all 

ap ital. and 

64 



Curtherin o a process of empowerment and democratizations Th h I I . . I' '" • roug oca organl tl n 

'Ildividuals come together and work towards a common goal The', ' I ' I . r prtmary goa migh t 

marketing their product however, as an organized grou~, they became a part of civil 

and their vo ice joined. are more likely to be heard by the decision maker. ffe til e 

cooperation is thus the key successful intervention of civil societies in their communi tie 

development. 

During discuss ions with the member farmers on value of being organized, they empha ized the 

va lue of being united as a group, particularly in such remote areas where there is no adequate 

infrastructure. Most farmers appreciated their being organized in such a way. In relati n t 

marketing their coffee, they owed much to their cooperatives that they are not being left at the 

mercy of the intermediaries as it used to be. Cooperative membership helped people reate 

networks with each other and with other communities and they could help each other in 

diffic ult situations. For Riga Damu farmers cooperatives, the earliest to be establi hed 

considered as a success and most coffee farmin g communities in adjacent PA organi d in 

similar manner following their footsteps. Tuti Kanisa was established with the Riga Damu 

help and still they work together in many aspects. The other important point to be mentioned i 

cooperati ves promote the value of self-help in practice, as the cooperative leaders and fanner 

explained that whenever there is shortage of grain or shortage of food the cooperative LI 

grain from other areas and distribute to the community without profit. On the other hand , 

whenever there is some crisis, I ike food shortage or any other disaster in the commun ity, the 

are the first to react before government or any other concerned body. Therefore, cooperati
l 

C 

lI seful for the whole community beyond economic reasons in such remote areas and prom te 

the va lue of self-help . 
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Chapter Four 

4 Benefits from Fair-trade and Challenges tor Coo t' pera Ives 

to Exploit the Existing Market Opportunity 

4.1 Membership Democracy and Members Perception towards 

Cooperative Activities 

Unlike the cooperatives existed in the past especially during the Derg period, cooperative 

were establ ished by government initiatives that lacks many of the democratic element r 
cooperatives. This is also one of the main constraints at the early stage of cooperati e 

establishment that most farmers doubt that any cooperative activity means that there w uld 

be enforcement to join cooperative as used to be. Due to this, for sometime farmer h wed 

reservation and still there are farmers who doubt that cooperatives are good for nothing. A 

one of the fanners said at Bereda, 

I /houghl for the first time that, these people who are running here and there 10 

eslablish cooperative, they are going to west our money. However, gradually we on 

wi/ness thaI the condition is different. 

Thus, for cooperatives in order to recruit new member was a bit difficult, with thorough effort 

of the cooperative promotion bureau the situation began to change. 

According to ICAs (2004) principles, cooperatives are democratic organization controll ed b 

their members who actively participate in their organizations; participation and deci ion are 

made based on equal voting ri ght (one-man-one vote). In addition to this, Bager (1980) al 

noted that, membership democracy may be an important dynamic factor within cooperati e 

soc iet ies. Thus, active members contribute to the running of the societies and inspire their 

elected comm ittee members in a very important way. On the other hand, pa si e and 

uninformed members are a burden as the societies are forced to call them to the general , 
In . . th t may be taken on the 

Wings and to fallow decisions made at such general meet1l1gs a 
b ' . . . f e societies that thei r 
aSIS InsuffiCIent knowledge. Thus, it is very Important for coopera IV 

Inembers are active and well informed. 

R 
. According to the 

eoard in o " . . . f>: . .. nners are actIve. ~ ~ :: partIcipat Ion III the cooperative a lairs, 1a 
coo . . Tl are at the beginning and 

perauves annual schedule there are two annual meet1l1gs. lese 
at tl . s which i the u reme 

le end of the year. All farmers participate in the general meet1l1g , 
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b
ody of the societies. Since member farmers, close neighbors and t f h mos 0 t e management 

committees are among themselves, they and the committee members control th . e cooperative 

affairs and fann ers have full insight into the affairs oftbeir cooperatives S f h . . orne 0 t e major 

a
ctivities to be carri ed out during the general meeting are' electing var'lou , s management 

committee, evaluation of the performance of the cooperative business activitie , di scu ion 

on various problems related with farmers and coffee production, social development proj t 

and plan to be executed are some of the major agendas to be discussed on the genera l 

meeting. The basic procedure of the selection of the managers and management commillee i 

based on the principle of the cooperatives and appears to be democratic, one-man-one \otc 

basis. Interviewed members indicated that they did not mention any major unfaime and 

they confirmed that the management committees are farmers among themselves who were 

elected by them. They further explained that the importance of such kind of participation ft r 

the wellbeing of the whole members. They actively attend, participate in meetings and rai c 

their hands indicating approval for the election of executive members and on other issue that 

need their approval. 

The other important point to be mentioned is members' perception toward their 

cooperati ves. In thi s regard there are two groups of farmers; the first one, are those farmer 

who are member at the time of the cooperative establishment these are small in number nd 

they strongly claim that the cooperative as their own organization. During the interview, the 

stressed how they passed through several problems in establishing the cooperative and 

consistently use the term 'our organization'. The majority of the member farmers who joined' 

later on consti tute the second group. Most of them claim that the cooperative organization a 

their Own. However amona them some also think cooperatives are still govern men t 
, b ' 

. . . . ffi . I) ontrols the affair of the 
II1stltutlon. They Justify that how government (woreda 0 Icta s c 
c f1:: b . . ~ I ted with major govern ment 
o lee us mess in the local areas indirectly. SlIlce couee re a 

I .' • fl n both the production 
re \enue both at local and national leve l, there is an mdlrect In uence 0 

and I ' . I h than cooperative manger' r 
mar <.e tmg of the coffee product. The woreda officla s rat er 

SU . h ' onomic affairs. As a re ull, 
preme body makes any serious decisions in relatIon to t elr ec 

the . . II overnment institution t I 
re are farmers who still think that cooperatives are partla y g . . 

su .' . . .' f the cooperati e soclelie In 
pel Vise fanners market their coffee and superVise activItIes 0 

general. 
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e cooperative activitie mai nh In the studied area government control and supervise th 

thi"OUah cooperative promotion office. However, there is no pro d ' . . o nounce dl appoin tment 

reaarding this among members. Nevertheless, there was strong resent t o v • men , among mem er 

toward the taxation on the second dividend payments through the Co' . operative Prom liOn 

Bureau. They were very irritated and even said that it is better to leave th . e payment In tead f 

being taxed. 

At the time of the study, there was a movement to form a district union initiated b Ihe 

Cooperative Promotion Bureau and some of the woreda-cabne (woreda officials) mem er . 

The cooperative managements and some members were not happy about this act. Becau c 

this act will allow more the Cooperative Promotion Bureau and other administrative om ial 

to involve in the cooperative affairs, even there was fear that BPR (Business Proce ing and 

Reengineering) is coming to cooperatives and much of the management committee arc in 

fear that they would be replaced by more educated personnel. 

Except some of the Cooperative Promotion Office, the local kebeles or PAs admini trali n, 

the cooperative manage ment committees are all from the farmers themselves regarding Ihi 

there is no complain from the members. Cooperatives are controlled and managed b 

democratically elected managers rather than by employed professional full time manager . 

St ill those farmers who played crucial role in establishing the cooperative at the initial lane 

dominate the management comm ittees. 

Both cooperatives and fair-trade principles advocate cooperatives to operate without gender 

discrimination. However, regarding women participation, both as a member and a a 

management comm ittee is insignificant. Even those women who are registered as mem ber 

are very few in comparison to men. The major reason could attribute to cultural factors Ihal 

still husbands are head of the family, they are the one who registers as membership and 
wo . . . d .' Except some widoll ed 

men are 111 second pos ition to their husband III economiC eCISlOn . , 
wo I b d involving in cooperali \ e 
. men \V 10 regi stered as member, women both as a mem er an 

manaaeill e t '11' . ' f-o n Sll mSlgnl Icant. 

Howe I d . erative manaoemenl d e n I 
. ver. t 1e low number of women membership an m coop " 

111ean I . . d marketinO is in igni fi an . 
t1at their role in coffee production, processmg an 0 . 

Acco l'd' . I' (on harvesting. proc I g a 
II1g to DAs, they have significant role In the cu tlva I , ' 
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he
ir role more visible in marketing coffee. Thus, except a husband t k "' t ' 00 cOllee to market ~ r 

eds that require significant amount of money. Women maJ'orly sell th "' ne e COl lee and pr ide 

the whole fam i Iy with necessary basic needs from the coffee income. 

Concerning women participation in cooperatives management is also insignificant. There are 

no women which acti vely participating in the affairs of the cooperatives. Cooperati C 

supposed to educate fanner about gender imbalance in the cooperative activities and in other 

economic spheres. In th is regard, cooperatives are not playing their part because of low level 

of formal education among the cooperative managers and lack of commitment. Contrary t 

the cooperative and fa ir-trade principles, the gender gap is visible and the cooperative arC 

unable to play the expected role yet. [n terms of participations, they attend meetings but it i 

difficult to conclude that they actively participate in decision-making process. However, n 

women members are yet represented in the cooperatives leadership and it is obvious that the 

are not treated as equall y as the male members are in decision-making processes. 

4.2 Fair-trade Certification Process 

Fair-trade certification process for all members of the cooperatives is one of the en u 

challenges at the local level. In most of the time, farmers fail to understand what is expe ted r 
them in order to maintain the certification for long, since the criteria are too complex for them. 

The certi ficati on process requires both the coffee producing farmers and the buyer t ful Ii II 

certain cond iti ons as set by the certifying bodies. The coffee farmers need to fulfi ll the 

conditions both the social requirements like democratic institutions, open and transpareot 

cooperatives manaaement awareness creation of the members, and focus on ocial 
b , 

development acti vities. According to FLOs' principles regarding coffee production practi e the 
c . ., d' t 'nabil ity environmental 
lanners are requIred to keep the quality of cottee pro uctlon, sus al , 

P
I' . h I h d cleanness of the c fli e 

ro eCllon, health, cleanness of the processll1g plant, ea t , an 
. I" es In addition to th i , 

processors, faIr and minimum wages for employee of the coopera IV . 
. . I h tie less impact on the 

organic coffee should be produced using methods and matena s t a laV .. 
en . I . h nd maintain soil fert dl t . 

vlronment. Whereas the organic production system rep enls a 
red .1 '1' nd build biologica\l di er e 

uce t le use of tax ic persistence pesticides and fertl Izers a 

agricullure. 
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FLO third party certification organizations verify that organ' f: 
, ,. IC armers use only method and 

materials allowed In organIc production, The OCFCU start >:' , s to ,aclhtate the fair-trade 

cel1ificat ion since its establishment. FLO guarantees the fai t d . . r- ra e certification cherne t 

farmers' cooperative with the notion that cooperatives are the ' h h fig t cannel to benefi t the 

marginalized farmers. However, the standard for certification is one ofth . h e major c allenge t 

oet certification for all the cooperative members, During the fieldwork most>: . I . b ' ,arrners IOC ud 10 

the cooperative managi ng committee do not know well what fair-trade organic certificati n 

means. Due to the supervision made by the 'fair-trade' officials from both the FLO and th 

Union once or twice a year, member farmers only, know the name 'fair-trade' in relation to the 

community development projects in their respective locality, Farmers asked if they kn IV 

anything about the concept of ' fair-trade', they only know that the community development 

projects potable water, cl inics schools are financed by simply 'fair-trade' , otherwi e, the 

concept and the standard or criteria for certification are difficult to understand for rno t f 

them . 

In relation to community development project some farmers even, consider it as the favor made 

by the Union instead of that any certification or benefits is the result of the endowment rthe 

area with the specialty variety coffee. In addition to this, the standard change from time t 

time that create difficulty in clearly understanding the criteria, Cooperative executive t Id that 

except doing what they were told to do, they do not understand much about the criteria. Th 1I h 

farmers do not understand much about what fair-trade is, they are well aware that the 

uniqueness of the coffee they produce. As one of the farmers explains regarding thi fa t a 

fallow, 

What brought many foreigners and other people in our locality steam frolll the 
variety of the coffee we have, the nature of the soil or type and the way we proces.( 
Our coffee in Ollr hand. All !he activi!ies related with coffee producl1on and 

. . , . ' I' 1 th 'nk this is wha! makes Oll ,. 
processlI1g are earned au! !hrough !radlfiOna way, I 

coffee .Ipecial and allracts people to visit us frequently. 

For coo . 'fi t' first there are pre-condition and 
peratlve to be eliaible for FLO certl Ica \On b . 

proce ' . h th ' terest of the cooperatl\ e 
sses to be carried out. The se lection criterion begll1s Wit e 111 

and tl . h' I taff that teach fannl!r 
le lr readiness to be certified . In fact. the OCFCU own tee mca s 

how to o. ' ' f th coffee by using the hade 0 
::,IOW organIcall y and how to improve the qualtty 0 e , 

other . I teams checks out re !!u l arl~ 
trees, handling the bean carefully and so on. These technl

ca 
. . 

and assi . ' d be certified. The main crile la 
sts the cooperatives in order to fulfill the criteria an to 



t be certified that held by the Union and FLO are, the cooperaf . o . Ives potential (the area) f, r 

e air-trade standard 
S
ustainable coffee production and supply, capacity to fit with th f: ' 

villinaness and commitment to use fair-trade premium according t f:' d . . ' \ :> • 0 alr-tra e criteria. leg I 

connation of cooperati ves, members consistency and others In addl't' h' . I' • Ion to t I , the 111 0 11 

OIza Ion lor lurt er 
aft

er making it own inspection, calls on auditors from the labeling orga ' t' f': l: h 

inspection so that they decide whether a cooperative should qualify for fair-trade 

certification. Above all to be certi fied the main criterion is organic production practice that i 

sustainable for both the society and for the environment. 

According to the rules, certification is granted only for one year. At the end of each year, 

there is intensive aud it ing and the FLO bodies make inspection whether the cooperative are 

doing according to the FLO standards. However, there are some improvements regarding the 

duration of certificatio n i.e. FLO amended and it is possible now to get three-year 

certification with serious annual audit and inspection. The inspection conducted both b th 

cooperatives body and by FLO each year. There is also the possibility of decertification ba ed 

on the inspection report that if cooperatives are working against the terms of FLO standard 

like corruption, mismanagement, use of prohibited pesticides and fertilizers etc. For thi the 

FLO conduct serious fi eld inspection, interview members, examine the documents f the 

cooperatives like income distribution and meeting minutes etc. The third party ( -L ) 

certification involves payment for certification and the OCFCU handles the payment for the 

member cooperatives and Owens the certification. 

4.2.1 The Demand of Organic Fair-trade Coffee in the International Market 

According to the Coffee and Tea Development and Marketing Authority (1978), Ethiopia being 

the home of coffee Arabica has multitude of coffee types, which are more numerou than in 
an h Th coffee known princi pa\l) 

y ot er countries have economic signiticance for the country. e 
by the . ' . .. . K iff L' V' gacher{ee and Harar. 

alea m which It IS grown such as Jlmma, a,)a, Imu, lir j j' 

In . . . ff':' th expanded international 
creasing for exports, the driving force for high price of co lee IS e 

de d ' . ,. no olobal phenomen 

man tor spec ialty coffee (Milford, 2004). Specialty coffee IS a grO\\1 :>:> . 

and . . .' ffi ·ndustry. According to 
a stlateglcall y critica l market segment for the EthIOpian co ee I . 

(20 I 0) '. . . . offee varieties, make It the 
, Ethiopia naturall v endowed With vanous genetic c 

recQoniz d I - . d that more potent ial f, r marke 
'" e lOme of specialty coffee. where It can be argue 
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d
'fferentiati oll e:xi sts than anywhere on the pl anet. Althouoh there is ' I . _ ::> no Unt ver all y ac pie 

, I e Ill il l n defi nition of specta lty co tfee, from a commercial standpoint according to EeX d fi · ' . 

specialty coffee is; 

Specialty coffee is defined as c()jjee. frO I11 (/ known geographl'c 0 " I I " n gln, / 10/ lOS a 
vallie premIum above commercwl grade coffee due !o i!s high qual '! ' I .' I y in/ Ie Clip and 
to particular attributes that It posses, 

In order to bring high va lue premium market price it should be high quality coffee thai fulfill 

the industries' standards as specialty coffee. In such market, traceability and certificati n ar 

fundamental parts in order to be recognized as specialty. Traceability is the ability to identi fy 

the origin of the coffee to the most relevant level of aggregation along the supply chain , It i 

about the generally information that has market value. Traceability must be complimented 

recognized and accred ited th ird-party certification entities that can collaborate with the 

exchange to obtain th is traceability information and ensure its consistency and integrit , r r 

thi s, the market requires third party certification that adds value in the market like fair-trade 

certificati on scheme. 

Acco rd ing to World Development Report (2008), High-level products make up a rapidl 

growing share of internat ional trade in agricultural products, Organic products now make up 7 

percent of all devel op ing countries e\ports; fa r more than the 21 percent traditional exp 11 

commod ities prov ide opportuni ties for entering hi gh value markets. The market for premi um 

quali ty goods such as coffee, organic and fa ir-trade products have grown considerably in the 

last decade. 

ECX's (20 I 0) document shows that the global trends in the specialty market, categori zing b 
reo' h U . d St t s) is more significant. The 

b lons, t e consumption of specialty coffee by US (nIte a e 
c . f nand orowing ra idl 
onslimpt ion estimated to be nearly one fifth of the total consump 10 b ' 

re ' d Asia (Japan) the major 
presenttng nearl y 60 percent of the global demand; USA, Europe an 

c ' . 006 d 2007 the retai l alu of 
onsumll1g and market outlet for spec ialty coffee. Thus, tn 2 an , 
sp , 1 ffl Id which is a ver important 

eCla ty has risen above 50 percent of the total va lue of co ee so , , \ 
trend I' ,- ·h 'St buks phenomenon' \I I an 

. tll S can be lan.!.e ly attributed to \\ hat IS refer to as t ear 
exp l , - d s the oourmet coffee ullu re 
, OS lve growth in the number of stores over the past deca e, a eo 

has be . I ts for the gourmet market have 
come popularized , In very recent years other retaIl out e , . h t the 01 al 

eillerged such as McDonald and Dunkin Donuts, Overall industry Suggests t a ::: 
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ecialty market is growing rapidl y. and that 'specialty coffee is beco' , ' sp mlng main tream' a the 

urm
et 

coffee cu lture, particularly among the vounger demographic d ' go ~ • an emerging e n mie 

where coffee is a status symbol. continued to expand, 

In addition to the growing demand of the specialty coffee in the international market, th 

coffee marketing seem s to be changing, among this ECX has launched a new coffee tradi n 

system coiled Direct Spec ialty Trade COST). DST is an on line trading in which make farmer' 

organization to directl y trade with international coffee buyers. Among these farmer 

organization the OeFeU are part of the DST program. Thus, Fair-trade certified coffee i the 

fastest growing segment of the specialty coffee market in the international coffee trade , 

According to the EeX, DST schedule most specialty coffee that have been and going to be 

traded throu gh DST are the Fair-trade and Organic coffee certified and the majority bel ng t 

the OCFCU, On the demand side the dominant one is the US specialty coffee roa tel' and 

retailers fallowed by Europe and Japan. During the fieldwork it was observed that me 

European and Japan coffee dealers were visiting the coffee growing areas. The Union ha al 

so far secured market access for Harar's coffee from countries like in Asia Japan, Middle ;.a t 

Saudi Arabia, Europe Netherlands and Germany, and USA. 

4.2.2 Benefit from Fair-trade Community Development Project 

The Illost direct benefit of fair-trade is the minimum price guarantee and social premium (ext r 

payment above the international market price) offered to producers, The magnitude f the 

benefits are dependent on the price differentials on the fair-trade price and the conventi nal 

market price. However fa rmers do not believe that the price they receive currentl y through 
, ~ ' . d . . . ... to the condition what \\ a 

al r-tl a e as fair. Accordi ng to them, It IS faIr only III companso
n 

b f 'II h that the price for their 
e ore. Whatever it is said as fair pri ce by the FLO farmers Stl ope 

c f~ " d' f the basic principle and 
a lee wtll IIlcrease. Thi s is also due to lack of clear understan IIlg 0 

ob' . Jectlve of the fair-trade among fanners, 

A . .... d their comm un ities 
Ccordl11g to fair-trad e principles, Fair-trade labeling provides lanners, an 

with . . .... t de certified products the ale. 
econom ic, social and environmental benefit for the lalr- ra -

Til ' r ' . d utline a number of enelil 
C dlr-t rade standaru s defi ne the rules of fair-trade trad1l1g an 0 

that 111 ust b ' . . e provIded to producer and their organIzatIOns. 



T
I volume of certified coffee sold by the OCFCU increased fi le rom year to year. The current 

. imui11 price for fa ir-trade coffee is 1.24 USD/lb pl~s 0 10 . f min . premiums. J the world ec 

rice is above 1.24 US D/lb (Jb= 2.2046kg= pound) the price will be th 1-1 . P e same. owever, If Ihe 

P
rice falls below the establi shed price in the international market the price . h remain t e same but 

'n principle always remain above the international market price Fal'r t d I . - ra e guarante Ihe 

. e mlnllllUm 
m

inimum fair-trade price designed to cover the cost of sustainable product' Ion Th .. 

price acts as a floor price that protects farmers from unexpected downturns in the market and 

offers them stability and security of income. In comparison with the conventional coffee that i 

so ld depending on the international market, there is no any consideration even if market fall. 

While for certified coffee . the buyers' pays the minimum price as a guarantee agreed r r 
specified period. In principle, the fair-trade minimum price is always above the market price in 

the international coffee market. If the price drop fair-trade price, remain fixed . Hence, thi 

condition enables farmers to produce coffee consistently without thinking much about the pri e 

fluctuation of the international market and this stabilizes the local coffee market. 

However, due to vari ous problems that face the primary cooperatives, they are not expl itin 

we ll the existing market 0pp0I1unity and the payment is low. The payment for ial 

deve lopment prem iU\l1 that added on the floor price (0.10 USD) is based on the volume f 

co ffee supplied to the fa ir-trade market. For example, the document of the cooperati e 

showed that, for instance Riga Damu the social development premium payment for 2008 i 

68,302.36 birr and the hi ghest for 2009 is 97, 302, which is insignificant in com pari on to the 

needs for social development projects. In most cases, various projects carried out by adding the 

two or three years fair-trade prem iums payments or adding money from other sources. 

Hence fair-trade scheme Guarantees fanner at least for sometime (for specific agreed period) 
"" S t ' b" Th' . good opportunity r I' 

us allla !Itty of the coffee market, from unexpected dawn turn. IS IS -

fa rmers to exploit the ex isting market opportunity. 

Reo 'd' . . ' d to utili ze the fair-Irade 
oal IIl g SOCial development, as criteria cooperatives are require . 

prel . . 0 10 USD per kilogram 
nlUIll properly on soc ial development projects. The extra premium . 

should b' .' 'eneral assembly agreed on . 
e spent on SOC Ial projects that the certified cooperatives g . e 

The pr . . h I community. Accordi ng to h 
el11lUm earmarked to finance projects benefitll1g the woe .' . 

FLO r' . ' . ' ation of local commu nille In 
p IIlclples, the premium money is meant to Ill1prove the Situ 

hea lth d . . . what to allocate i up 10 Ihe 
, e UCat lon, and other services. However, the deCISion on . 

producer ' . b FLO is that the premium 
S organizat ion. The only requirement put forward y 
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anaoed transparently and the members of the cooperatives t k h .. m to a e t ose decIsion on it u 
democratically. However, as a rule of the fair-trade it should add . ress comm ul1l!) ' 
development problems I ike pure water, schools, clinics etc. 

Communi ty Potable Water project under construction from fair-trade social development premium and til ' 

cooperative clinic at Bereda (photo by author) 

During fi eldwork, it was observed that some of the ongoing social development project and 

the completed one, both at Bereda and at Mulisa Haqa (Harew) PAs. Both cooperative ar in 

their third year of fair-trade certification. During these time, they have built animal (veterinar 

clinic at Harew (for Riga Damu cooperative) and the ongoing water wall projects at Bereda (fl r 

Tuti Kanisa Cooperati ve) and the renovation of the old elementary school is planned and the 

necessary preparation has been made with the payment of the 200911 0 social development 

premium at Bereda PA s. 

However, regarding the veterinary clinic, some farmers still complain, about the location and 

even the construction of the clinic as opposed to the principle of FLO. During F D, 

participants expressed the ir dissatisfaction with the location and suggested that in lead th 
money I I . , Th I . ed that the clini \\ 

s lOU d be spent on water wall project or clime. ey exp am 
construct d . d their needs \ re 11 I e whIle they were not come to common consensus an . 
prioriti d H d h Co' t ade premium to in \ t tn 

ze. owever, in general the cooperatives have use t e lalr- r 
COl11l11l1 't I h mbers but also the nlir 

nl y development projects that often benefit not on y t e me 

COlnl11l1nity. 
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4.3 Physical, Financial, and Social Constraints 

Most literatures on cooperati ves business acti vities revealed that . 
cooperati ve are u ine 

terprises and as such, they are expected to meet business standard d b h . . 
en . . . s an e aV lor, If tile) h. 
to succeed. As vo luntary economic associatIOn. cooperatives face variety of prob lem ilfl rd, 

2004 ). 

Reaa rd in(J thi s point the cooperati ves that are the focus of this study they t::ace bl 
b to , Ii many pr em 

in order to carry out th ei r dail y business operations. To begin With, one of the major pr blem 

that they are fac ing is lack of fin ancial capital. Most cooperative management empha ized that 

adequate financial resources is very crucial in the day-to-day activities of the cooperati e . 

Cooperatives face shortage of capital fin ance because; first, the majority of the coffee c Ilc tcd 

by the cooperatives is in the form of jan/a! in order to keep the quality of the coffee that take 

sometime to process and send to the union. Second, they pay to farmers in accordance with the 

ex isting market price on del ivery. These conditions gradually reduce the money in their hand 

that hinders them to co ll ect more coffee in the market. On the other hand, the majority f the 

coffee co llected by the private traders was in the form of cleaned coffee bean, whi h h 

relati ve advantage to immedi ately send the collected coffee to the wholesaler and retu rn til 

money fo r the next purchase that means the turnover is immediate than cooperati ve. 

Thu s, fin ancial position is one of the major means of competition between pri vate trader and 

cooperati ves. Cooperati ves management committees reported that delayed payment for thei r 

coffee by the union creates prob lem to collect more coffee in the market. Most of the til11e 

payments delays for sometime; a week or even more that creats gaps in local market to colle t 

co ffee . One of the management committee explain this fact as fallow 

A . .1'£ . h d .. more o.f compel ilion. rOil s anyone could see. Ihe markel / or cOjj ee 111 l ese ays IS 'j " 

needjinancial copilul and Ihe //loney should circulate timely as the markel requlI e.l. 
MI' 0 - otential to col/ecl //lore everl7eless, this does nol happening /or cooperatIves. UI P . 

I (f fi .. I ' . db lack or money We alway Cojjee rom the members and ea1'l11110re pro/IllS Imile 'Y ' 'j . II 
b . . C rative Bank and co eCI orrow money ji-om both the Union and the Orol1uya oope I I . 

,rt I delay For exalllp e, a. I COjjee and send 10 Ihe union. However, the payments a ways. . 
h b . . . because the pOl'lIIenl 01 year, so 10 speak il was the Union that made t e usme.IS . -

fj . ' 0 b " ess sized by sharI age 0 
OUr cOJjee surprisinaly delayed (or two mOl1lhs. UI' U.l iI1 I . ,d 
II . ,.., . I . ' f}"e market We camp oll7e 

IUney 11'11lle the pri\'{[le traders lOok over [he loca COjje . .f Ihe 
se I' . . h . It or bureaucracy OJ vera (Ime bUI the Union replied thaI II IS t e resu 'j 

government banks. 
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I · condi tion repeated ly mentioned as one of the maJ'o bl 
T liS ". . r pro ems by farmer and 

erative managers. FinancIal capac ity IS one of the import t 
coop an means of Competition ' 

I I · In 
I loca l coffee market. n t li S rega rd, the pri vate traders are w II 
t le . . e aWare of the financial 

ilion of the cooperatives. Whenever the cooperatives face lack f fi 
pos 0 mance to co lic t 

ffee they stepped ill by redu ci ng the price, sometimes this I 
co . a so OCcurs among 
ooperati ves (collecting coffee from others' cooperatives members) Th . c . ere IS a common 

trend in relation to th is, ' let 's wait until the money in their hand ru ,. h . , n out IS t e saYlllg 

goes on the part of pri va te traders j ust to seize the opportunity to take ove th k r r e mar et lor a 

while. 

Another major problem menti oned by farmers and observed during fieldwork was lack of 

transportation and poor road condition that seriously hamper the activities of cooperative . 

Especially those roads that connect the loca l areas are in a very poor condition. 

Surprisingly, fann ers made these roads manually. In addition to this, all roads including 

the main road are dry season' s road. During rainy season, or in occasional rain, it i 

difficul t for trucks to move. These conditions according to the cooperative manager Hr 

the major reasons that cause to raise the cost of transportation from time to time. 

Moreover, there is no form al transportation for people in local areas; people use trucks or 

lorry to move from place to place even that are available more on market days. Proper 

public transportation so to speak is onl y avail able in the main road .Thus, people are 

forced to walk on foot up to 30 and 40 KMs. FGDs with the farmers revealed that all of 

them have no access to transport th eir product either to the buying station or to the main 

market. They transport the ir product to such stati ons using pack animal. Lack of adeq uate 

transportat ion in loca l areas is barri er to supply coffee to the central market on time. 

Lack f ., . I th malior serious prob lem o proper coffee processmg machme IS a so ano er ~ 

me t' d .' . '11 ~ pulping dry coffee Illone by fa rmers. Currentl y they are usmg diesel gram ml lor 
cher . Th . . . h h er hulling machi nes in nes. e gram mill is ineffective in compa ri son WIt t e prop 
terms f . I b 't d es not separate the coffee o quality and savi ng time. The grain mill onl y hul s ut I 0 

beans fl· . fi rt ' a the beans from its pulp. 
10m Its pulp . Thus. it requires add itional labor or so In /:) . 

due to tl " n the coffee bean from II 
115; the coo peratives employ women in the area for sortl g . 

pulp I . . . . act on the coffee pri ce 
nanuall y. Lack of proper hulling machll1e has dll ect IInp . . ' 

accordina . d end on its quality It require 
b to the cooperati ves manaaers because coffee pnce ep 

b , r to the 
proper hUll" . . t cases the cofl ee sent 

Ing machine in order to maintain the quality. In IllOS , 
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. is "raded as fourth or fifth and most fanners suogested th 
Un ion "'. '. 0 at proper coffee hulling alld 

I'ty arading machine should be ava ilable 111 their vicinity B . 
qua I - '" . ecause, If such kind of 

'ces available in the nearby they can easily Control and aSSure th I' . serVI . e qua Ity of their c fie 
d able to oet better prices without wastage of their time a d 

an b ~ n money. One of the 
management committee who is tired of the coffee quality checking process at EeX qual it 

check said that 

11 is very disappointing that sometimes after we brought coffee here (EeX coffee 
quality checkpoll1t) our coffee could be re;ecledfor export. This is mainly the reason 
thaI not all farm ers have th~ ~'ame Gl:areness ~bout maintaining the quality of coffee. 
SOl11efarmers still b/'lng mlxlI1g unripe and rtpe coffee cherries in order to increas ' 
the weight of the cuffee. At the time of collecting by cooperatives, it is difficult 10 

distinguish such p roblems especially if it is dried cherries. This Poses a problem al 

such time that would west our time and money. Ifwe have, the various qualities 
checking machine near our vicinity we will not have much problems in detecting the 
quality and make a correction measure right on time. 

For farmers one of the few ways of adding value is by processing the coffee so that it 

quality can be proven ri ght on their own locality. Coffee that has been pulped with the 

proper pulping machine would have better grades and there by fetches good price. 

During field work and di scussion with the fanners and cooperative managers revealed th aI 

cooperative service act ivities are weak such as clearing, and storage, packaging, lack of 

capital fllnd for credit and transporting were identified as major problems. Cooperative are 

run not by full time recruited staffs vvho dedicate their time and effort to the task of 

cooperative societies instead elected members who have low educational background and 

managerial ski II , no profe ssional accountant and proper office managements. 

The benefit of the soc ial premium, however, is dependent on the volume of coffee supplied 

to th ~. . , anaaers explained that e lair-trade or spec ia Ity market. However, as the cooperatives m I:> 

the b·I·· . ' h ddt on the cooperati e a I tty to exploit the ex isting market opportunity IS muc epen en 

ftnanciall'e . c: '1" SO urces and the coffee process mg laCI Itles. 

The oth .' . k f d cation on cooperative alue 
el 1l11portant constraints to be mentIOned are lac 0 e u 

and fai r . •. I ' that they educate the mel11 er 
-tlade. Though the union fair-trade technical team calm 

fa d t have fu ll con ept 
rtners about fair-trad e. field observation revealed that farmers 0 no 

about it D' ' b t fair-trade. the other 
. esplte the fail ure of the union adequately educate a ou 
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tl'aint is low le\ el of formal education amona the coo . cons ::> peratlve manaaement co . 
I:> mill! tee 

and member fanners. 

Tile development of sustainable nwnber based cooperatives " II cntlca y depends on the 

members having a basic understanding of their cooperatives activities I . . . . n recognrtlon of th l 

the leA (2004) incorporated education and training as one of th b' '. e aSlc pnnclple of 

cooperati ves societies. Lack of education and training is therefore one of th ' d' , e Impe IInent 

constraining the performance of cooperative societies. In this case recruiting new member i 

very weak by the cooperatives. The discussion held with the farmers how they are recruited 

as a member, noted that instead of education of cooperative value by the cooperative the 

majority of the members join cooperatives through the influence or agitations through the 

neighbor, friends . Because the immediate benefit directly witnessed form the close neighb r, 

fam ilies, and neighborhood. 

4.4 The Influence of Khat on Coffee Production 

Currently demand and the price of coffee both at domestic and international market is relat ivel 

better than before as farmers noted . However, as most management committee of the 

cooperatives and DAs note that khar has become one of the most lucrative businesse in the 

area. Because of th is. it has considerable influence on the production of coffee. The pri ce r 
coffee became better for the last two years especially this year. Du to this for long period f 

time farmers was trying to shift their land to khat . Even there are farmers who up rooted Olll e 

of their coffee farm for khat production. Most farmers explained they are begun to be att racted 

by the lucrati ve business of khat because the economic benefit became more visible in the 

study area than coffee. 

It is apparent that khar is both social!, and economically one of the most important cash cr In 

Ha . h . - . h t d area its product ion and 
ral g e Highlands. Just like any other areas of Hararghe, lilt e s u y 

cons . . . ts of their life. It hel . I 
umptlon IS al so an old practice. II is associated with every aspec 

carr . . . . ts weddinas m lI rn ing 
your agrrcultural activ ities' fac ilitate social ~!3 thenngs, engagemen , " , 

and il ' ~ D e to this the culti vali n f r 
npol1ant means of pastime and recreation in the local areas. U , 

both d' . .' c:' to time. Thus, fanner h \I 
. Oill esti c consum pt ion and for 1l1 3 r~etlng In creased Irom tllne 

Increasin (} it ' . '" n erest III li S production. 
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din CJ to the di sc ussion held with farmers and DAs Kh h . 
Accor " . ". . .. ' at as relative advantage than 

fli e' it requIres Sllndal envIronment and cultIvatIon practice B'd . 
CO e , . eSI es, It demands les la r 
. t in comparison with coffee cultivation. Moreover it is pest d' . 
Inpu . . " '.' Isease reSIstant and it i mOre 

d uaht resi stant In comparI son wIth coftee. On the other hand coftl I . ro /:) , ee P ant IS very sen iti ve t 
"ater shortage, if it does not get rain at the usual time it will not b .. . 

h ear IrUll. In term 

roductivity the product of coffee is not consistent each year if it is good . p , , one year It would be 

less in the next year. Whereas, khat comes to production relatively w'lth h . ' . s ort perIod \vlthll1 
tWO to three years and it can be harvested in average twice a year and in most . cases, It can c 
easily intercropped with other food crops. 

The marketing of khat also effi cient in comparison to coffee marketing that took some time 

starting from process in g to marketing. The fact that it is perishable and has to be con U1l1 d 

within 24 hours after it has been harvested ; the marketing of khat is very efficient with highl 

organized private marketing network involving relays of drivers that convoy the fresh leave 

from collecting poi nts in the local area to the major towns like Aweday. 

Due to for local consumption and for export, most farmers emphasized the econ Illl 

significance of khat producti on. Khat production and marketing has become more altra ti ve 

and the economic beneli[ is pract ica ll y immediate than any other cash crop including c fTee. 

Due to th is, recently specia l emphases have given by farmers for its production . Some farl11er 

have been gradually shi fti ng their coffee land to khat. 

The issue of khat and co ffee product ion creates hot debate among farmers in relation to Ihe 

economic significance in compari son to coffee . Though there are reports by OCFCU and other 

since 200 I with the in tern ati onal coffee crisis that the Hararghe farmers are shifting their cofTee 

land to kl ' . h' . s made with the fa rl11er lat productI on, acco rdi ng to the observatIon, t e mtervlew 
there I . d F ers still maintained thei r las not been a major change except few to be mentIOne. arm . 
coffe f: f th . coffee land for khat 

e arm . However. there are farmers who have uprooted some 0 elr 
culti' . h th . s no as such major 

vatlon. DIscuss ion with the fanners on the field reveled t at ere I . 

shift in f . h h the cooperative promoll n 
g o coffee land du e to th e cri sis in coffee market. T oug , 

Official . . ted by its current mar I 
( S sai d that farme rs wants to culti vate more khat motIva 

0PPOrtUi ' , 'f ethina will not be done all 
lI t) and they are also concern ed that in the future I som /:) 

rarnlers . . B da who sa~ the ad va nlage 
turn In to khO/ producti on. Abdi one of the farmers mere , 

or khat prod . . d h (' llctlon and change some of hi s land explame t a, 
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1 had about four ' till/ad (about IIOIj a hect(lre) of coffee land while son 

occullied by khat. When I smr f or long that the cof£ee bl Ie of my 1011 / 
r . 'lJ' una e to fetch si ifi 

contribution to Ollr life I was became desperate mid I ~hOlld -1 . • gm Icalll 
. I J £ ' . I uo somethmg abo t . 

There was even t line t 10t cOJJee by Itself unoble to sup 'Port b .' d . II If. 
. I ' bl aSlC nee s as It lIsed I 

be. The pnce )!lOS unre ta e. In contrmy the market fi kh b 0 . fi . d . . . or at eCCIme more 
lucratI ve, even 0 / omes lrc cunsumptlol/ sometimes bec . . ' ome too expenSI\'e 
There fore, I deCided to shift sOllie amount of the land ol/coffeefi kh 1 . 

J' . . ' . 'lJ' or at. uprooted 
about 20 kataras (rows) and replaced It with If. Now it has been th . . ree years Since / 
have started to enJoy the product. At least with good price I can . earn twellly 
thousand birr per year only fro III khat. Its market became more reliable especially 
during the dlY season but durt ng summer. the production becomes in abundance 
and the price will decline. 

For anyone, who arr ives in the area as a gust starts to talk about their economic life khal 

production in comparison with coffee would be the main agenda. One of the famou kh II 

varieties that are spread ing fast in the local area is known as Hamercot, almost caught 

farmer 's attention. Beca use of its high demand for export in Aweday, it becomes important 

cash crop. It was once common khat varieties in the adjacent woredas and towns of Qoobo 

and Deder but now it is spreading in th e local areas in Mel/ka Bello. 

Many of my informants commented that, the price of coffee that reached 35 birr only reached 

this year. However, they have never received better price for their coffee like this befl reo 

Thus, comparing the price of khat : let alone the e\pensive one Hamercot, the common typ in 

the area its kilo (kil o type of khat by standard of Aweday khat market) is getting expen i e 

and more than 35 birr, which is by far better than the current price for coffee in the area. 

Besides this it can be co ll ect twice or three times a year. Farmers commented that the:' have 

been producing coffee for generations but they are still in poverty. Farmers hope that they \\ ill 

overcome poverty through Hamercool, not through the production of coffee. 

Far . I' t' . n the followino manner: mel s usually explain the reli abilit y of coffee and khat cu tlva IOn I I:> 

In " . . -1 khat if he misses his 
Iline of difficulty a f anner whose incolll f! IS depenuent on , 

su ' . th e is always someone al 
pper, surely he 1II i// gel his breakfast at least; becau.le er .rr; fi er 

his I ' kn . .. if consider a cOJJee arm , 
Gaul ockln g fo r khat in the Il JO rl1lng. Howevel I we . I or 

who is Iound to IJe in a silllilar s ililation~ inslead he lliould be /OJ·ced to seOl C1 
SOl1leone to borrow lIIoney. 

In addi . . khat business that starche 
tlon to thi s, there are always success stories in relation to 

n . ~ ses on that 
rOln the local area to the main khat market at Aweday. The success stones ocu 
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f er bouaht lorry or pick-up (l suzu), establish grain 
ann , =:> •• ' . mill, bought water pum p 

blishina and engagi ng In other busll1ess In major tow 
esta =:> . ns are some of the common 

ess stories that motl va te farmers to engage more in khat cit' . 
SUCC • U Ivatlon. 

of consumpt ion, a lmost everyone in the st d In terms u Y area consumes khat every da 

rprisingl y coffee consumpti on is insignificant in comparison with kh I C ffi . su a . 0 ee IS drunken 
occasionally especiall y in the morning along with breakfast; even that is not taken as bla k 

coffee as in the other areas rather it is consumed much with milk. Moreover, the market of 

khal is highl y organized business and there are even some incentives by the trader for 

farmers to produce more khat in order to secure the supply. In Bereda during fieldwork it 

was observed that there was a fa rmer who recei ved expensive flameless lamp (locally known 

masho) for a farmer who performs well in khal production, This in tum creates initiation to 

cooperative managers that they shoul d do the same to their members with various incenti ve 

in order to give more emphas is to co ffee producti on and maintain quality. 

Despite the economic sign i fi cance of khat production, farmers confirm that they still 

maintain their coffee fa rm and there has not been major shift of coffee land. Becau e in 

order to rep lace coffee by khat it tak es time and it is not easy simply to shift what ha been 

practiced for long. The di scuss ion he Id with farmers regarding on this issue; Shame a coffee 

farmers at rvluli sa Haqaa said that; 

Earlier every fanll er produces khat in his garden in small amount that could be 
consumed for dOllleSf ic purpose part of dai~y consumption in small amount. Its price 
was not a/fract ive as today to prodllce more for market. Instead, coffee hasbeen the 
major economic act il'iry fo r long and maj ority of the land were covered wah coffee 
tree than that of kl/(/ f. 1n additioll fa this. it is velY difficult for a farmer to replace 
co' a;> I d . , .r t ' . no matter how much 'JJee - an to khm product ion ill short perloa OJ Ime, . . 
att ' . . . fi ers still ma/l1lall1 the 

I active the business of khat i17 ferms of 1I1arket price, arm . ' 
majority of their coffee with the hope that the price for their coffee Will mcrease. 

When . . 'fi f coffee they tended 10 eVer farm ers asked about the economic slgnl Icance 0 , 

exaooerate th . . . ' ble The compliment 'The 
tltl at It IS khar. th at it became econolllically more via . 

price for f · '. '. , . h' offee land to khat', i th.:-
co fee IS d ISCOlll'aQ. lIl Q ' . farme rs are replaC ing t elr c . 

commol ~ ~ . crease the price for their 
1 answers with th e hope of something will be done to In . 

orr b fit' no from their lee. In add ' '. . ' I tl y were not ene I I 0 Itl on to th iS. fa nners exp lallled that tor ong le. . 
COffee. E . fi uch government In tea 

ven they tended to vie\v coffee as a bus1I1ess that bene Its m 
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r. ers One of In ) informants Sule explained that ffl . 
of ,arm '. co ee IS much beneficial to 

ment revenue but khal IS to fa nners he further note that in th >: II . govern e 10 owmg way 

Vat! see we do 110 1 e\'en allo\l'ed 10 sale our coffee at bla k k 
11 . J I c mar et O/' any all . 
laces in a beller price Iwn H' 101 \re receil'e now COllee trad' h lei 

P rr; II '11 . . 'lJ' mg c anged alaI Th ' 
black markel of coj)ee IOta y I I/ l7/l/1aled and controlled by go . e . vernments that were 
Once prevalem In Ihe area. We cannot sale a kilo oifco'tee bean t th hi k . ifj'{; . 'lJ' a e ac markel 
However, the case f or khat IS dl'jerent, that II could be sold anywhere. . 

The coffee price has been improved since the last two years, before that the price was not 

that much attracti ve, as a res u I t proper care was not given. One of the manifestations of lack 

of proper care is, attem pt were not made to replace old coffee on time or pruned, during 

fieldwork , it was obs~rved that there were even abandoned old coffee trees. Most coffee 

trees are mother coffee or first generat ion coffee trees replacing or planting new coffee trees 

only gained attention currentl y. Further more coffee tended to be valued in terms of coffee 

stem than its productivity, a fa rmer \\'ho has about four hundred stem coffee tree i 

considered as rich. Due to th is, proper attentions were not given to its productivity. 

Currently with the relative improvement of the price of coffee both at domestic and 

international market init iated coveri ng of addi tional fields with coffee. As one of the DA 

explained, farmers' old co ffees are not tim el y stumped even most coffee nursery ite 

established by government are not functioning well because farmers do not need much nell 

coffee plant and almost non-funct iona l. Covering additional new coffee tree in the mountain 

and hills gained mom entum only in thi s year as a plan but not practically implemented. Thu . 

these problems are ham peri ng co ffee producti on and affecting cooperatives not to exploit the 

existing market opportun it ies. 
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Chapter Five 

5 Conclusion and Recommendations 

5.1 Conclusion 

poverty among small-sca le coffee producers in rural areas is widespread. General low level 

of income, poor in frastruc ture and information are problems that the coffee farm ers are faced 

with. Due to the character istics of the international coffee market, since price leve ls fluctuate 

greatly, made the situat ion difficult for coffee producers. In addition to thi s, small- calc 

coffee farmers' exposed to local intermediaries using their power as moneylenders and coffee 

purchasers to decrease the producers' price level and thereby their incomes. 

To this end , the agricu I tural cooperative as an organizational form has several advantage 

that, in a third world countries like Ethiopia, may contribute to social and economic 

development. The potent ia l benefits lie in the co-operative's ability to improve competiti n, 

increase innovati on, make use of economies of scale, and empower the poor by increa ing 

their social capital and their participation in their organization. 

It is widely be lieved that Farmers cooperatives established based on the basic principle of 

cooperati ves and fa nners' wi 1\ ingness would have positive result in achieving their economi 

and social objectives. Cooperati ves in general and coffee farmers' cooperative in particular 

plays crucial ro le in improvina the livina conditions of small-scale farmers who lack bargil1
0 

b b 

market power at nat ional and intern ati onalleve!. Cooperatives have a substantial potential 11 

. . I' 1'1': I': th' members The fir t lI11 prOvtng the general economic we lfare and overall qua It)' lie lor elr . 
. . ffi k t through competition. 

major role at the local level is reoulatmo the local co ee mar e 
b b 

E . d d market toward perfe t 
Conom IC theori es ind icate that cooperative at least ten e to move 

c " . . f h t bl'shment and exi stence r 
OlTIpetItton. One of the main positive economIc lin pact 0 tees a I 

. . . . . d t' k effects. The local 
cooperatIves In local market in the study area IS competItIve yar s IC 
n k . t maximize profit b an 
lar et once totally dominated by the private merchants who tnes 0 

. . . ute with the fa rmer 
POSSible mean s began to give relat ive ly fair pl'l ce m order to comp 

COUptrat i ves. 
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Thus. the e;-.. istence o f cooperatiws improved the local coffee market b . 
r I ' f: . . y enhancln!l 

eti tion. Because 0 t l iS armer, s Income also increased b . 
comp ." Y gettll1g better price f, r thei r 

ffi e and th rough Increas ing returns In the form of dividends t b 
co e . ' 0 mem er of the Cooperati e . 

D· 'dend is one of the good aspect and direct benefits from the c . . .. 
IVI ooperatlve activities for thei r 
mber. The first and second div idend that returns to members (700/ ) 

me / 0 encouraged farm er to 
produce quality coffee and attracting other farm ers to join cooperatives. 

In addition to th is, cooperat ives prov ide informat ion on coffee price to local farmers da ily 

through contacting their union. This condition made them to decide price for their product and 

their pos ition is changed from price taker to setting floor price for their coffee in accordance 

with the nat ional and internat ional market conditions in their locality. Cooperatives al so helped 

shorten the coffee value cha in by cutt ing some of the intermediaries and gain access to high 

value export market th ro ugh their un ion. Further, more, since cooperatives collect coffee fr III 

members and non-mem bers, then it serves as an alternative market channel where they can 

choose to sa le their coffee to the cooperative or pri vate traders based on relative price. 

Apa rt from ll1arketing of member products, cooperatives also provide their member with 

crucia l serv ice . These se rvices include agricultural input supply, output marketing, storage. 

credit provision, hea lt h, ed ucati on and milling service to their members and generally to the 

commun ity. In thi s regard. the cooperati ves playing substantial role in providing social sen'ice 

not only fo r th eir members but also for th e whole community as well. 

Producing qua l ity co ffee is a deterl11 i nant factor to capture the additional market value. 

T . '. . h' I atters are inadequate and ralll mg rega rdtng quality coffee production and other tec nlca m 
sf I! . . bl th t hinders to exploit the 

I producll1 g and processin g qualit y coffee are major pro ems a 

existi ng market opportunity. Farmers still lack the basic knowledge of how to mainta in the 

q I' . . . I t dards and there i no lIa Ity of the coffee accordin g to the required tnternatlOna san 
tnech . I I I Th's evident that in mo t a-e anl sm to control the quali ty of the coffee at loca eve . 1 . 

cotfe . adin and prices is detenn lned 
e sent to the union ranked as four or five at ECX quality gr g 

based . Th ' this condition is one of the 
on the qua lity of the coffee at the national auctton. tiS, 

Illajor p' bl . . t tials 
10 em s 11 0t to c:-.:p lo it the market value to their po en . 

. 'ty to build 
Apart fr . . ffi an effective opportunl 

Om direct econoll1 ies benefits cooperati ves 0 er I I 
' 0 ass root e \(~ . 

CO lll ll1 un " ' . . . ' I development as a c r 
Ity S SOCia l capital and play Il11portant ro le 111 socia 
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Cooperatives are an opportunity to e"ercise participatory de 
. . ' . mocracy through democ rati all) 

'ned self-help orga ni zati on. As community Institutions . 
OIl , cooperatives develop de " 

. ' I I n 
kina to the communi ty leve l. and build soc ial capital co . . . 

ma '" .' mmumty SPtrlt and pride. hared 

P
irit of cooperation and empo\\ erment also help the local com't . 

5 mum y to solve their comm n 
problem by themse lves. 

The study found out that FLO is wo rking close ly with farmers coope t' d . ra Ives, an practlcall ) 

connect small-scale fa rmers with globa l coffee markets Thus stabilizes d . " an secures Prt e 

fluctuation, It also prov ides info rmati on about the coffee market and quality coffee producti n 

via the Union. Extra prem i um paymen ts above the market price for social service project ar 

also one of the main benefits. However, it is observed that the cooperatives do not exploit the 

existing market opportun ity due to various constraints, Thus, the benefits in th is regard remain 

too small in compari son with the fi nanc ial resources needed to build social infrastructure inc 

the fa ir-trade premium payment is based on the amount of coffee supplied to the internati nal 

market. 

Theoretica lly speaking the pr incip les and goa ls of Fair-trade sounds good however, th e 

principles and obj ectives are still hardly understood by the beneficiaries (coffee fa rmer ). ven 

the cooperati ve management committee barel y understands what fair-trade means and the 

criteria to be certi fied and to maintain the cert ification. Only those offid als in the Uni n are 

we ll aware with th ese pri nciples, goa ls and terms of fair-trade. In principle, the cooperative are 

supposed to channel. educate their member farm ers about cooperative value, and fair-trade but 

they are not performing we ll in thi s rega rd. One of the major problems at the local leve l i that 

elected offi cial s instead of profess ional managers run cooperati ves. Low educational 

back d f d 'o al external traini no are groun 0 the manage ment committees and depen ence on occas l n '" 
also' . Any benefi t whether frol11 among the maj or ba rri ers hi nder ing the success of cooperatives. 
coo . " ' 'd as the aood will of or 

peratlve act ivit ies or fa ir-trade socia l development proJects, consl ers '" 
a kind f l ' . d d 'ell their coffee a pa rt r o clanty from th e Union. Farm el's do not seem un erstoo \\ 

specialty coffee market. Due to this, 

for their voice. 

. U ' anaaers as hero who tand 
farmers conSiders the ilion m '" 

There i . . ' he alobal specialty market and 
s a growtng dem and fo r 'fai r-trade ' certl fied coffee In t '" . 

Harar's' . . 't is arts of the internallonal 
conee by Virtue of its natu ral endowment and Its van y, P . 

. ' . t nit to th Ir speclalt " . 101tln£ the oppor u , 
) COnee market. Howeve r, the cooperatives are not exp -
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t'al s t\Jl1ong others, lack of adequate co free pulpino m h' , 
poten I " fi 'I I ' ~ ac Ines In the fanners' 10 ali t) 

k of adequatelllJnc la oan serVIce, low level of educat' ' 
lac , _ , Ion among the management 

I11ittee and lack of Inf rastructure especIall y road and the spread f kh " com , 0 a1 cultlvatl n in 

I 
nino rate in the c fTee growin g 3I'eas are mentioned as const ' a an c raInts to the su ce ful 

operation of the coopera tives, 

Al l the cooperatives under investiga ti on were established after 1991 under th r e new relorll1ed 

free market economy to enab le small -scale coffee fanners to participate in free market 

economy, However, the main difference from the earlier regime is that cooperatives establi hed 

based on the basic principles of leA and member recruitment is voluntary: there is no fore d 

conscript ion unl ike th e past regime and thi s is one of the good aspects of cooperati e 

organization in the studded area, However, it is difficult to conclude that cooperative a 

autonomous member owned and contro lled business organizations. The woreda cabinet 

members are sti II very in fl uential in the affa irs of the cooperatives. Such kind of interven ti n 

made some of the membe rs consider cooperati ves as government institutions as it wa in Ihe 

past. 

5.2 Recomm end atio ns 

Cooperatives potenti al to il11pro e the li ves of its members much depends on it survival and 

success, Thus, it is expected that cooperatives are able to cop up with the competition both a 

the local and intern 31i onal leve ls, In order to be successful as a competiti ve bll int: 

organization they must meet some required standa rds, Thus, based on the finding of the tud) 

the fol lowi ng so lutions are recommended: 

S' , " d b 'ts quality cooperat i e 
II1ce the pnce of co lrce at national and internatIonal determllle Y I , 
h Id' d Iy quality coffee lhe) 
sou Im pro ve the qua lit y of th e coffee they sup pl y, In or er to supp , 
need ' I I't Thus they should In vest on 

proper coffee process ing machine at their respective oca I y, , 
, ' " II Most facilities used to 

proper coffee proces in g machine instated of pul plllg wIth gram ml ' , 
COntro l tl I' dd' Ababa, th is is a reputedly mentioned InaJ, or 

le qua Ity coffee are found at A IS 
probl ' 'ht away instead of after beIng 

em for Cooperat i ves in order to check the qualIty rIg' , 
, d fi nancIal I "e 

shIpped ' ' I'ty that woul cause 
to ,\ddI S, cork e sO l11etimes rejected due to Its qua I 

for coo ' perat lves and farmers, 
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d cin" qualit) COrreL' :tisc' dercnd on consiste nt trainino fI . 
pro U :> ~ or members Instead of ' d 

. b i\GO d I . . Ina eqUate 
asional trainin g ) I - an ot ler 111 titution. Therefore f: . 

ace , armers need conSistent I re evant 
. ina uni formly to al l mem ber 111 order to produce quality m . 

train " . . co ee In accordance with the 
. at l' onal qual It \' dell1and. 
IOtern -

S'nce cooperatives cannot be u ces rul with low level of fo rmal edu t' I b 
I ca lona ackground of its 

members there shou Id be a mean to prov ide their members with form I d ' . . 
, a e ucatIon including 

consistent educati on on the va lues of cooperati ves and fair-trade. 

At least the managers 0 r the c operati ves should be educated instead of elected officials among 

the members. Unli ke the nio n \ ho hires profess ional managers, the cooperatives are run by 

elected offi ci als am ong the member who lake managerial skills. Hence, hiring profes ional 

managers are common and good fo r the competence of the cooperatives business. 

As Farmers noted. th e financ ial po iti on of the cooperatives or easily access to financial loan 

can also ease the st i fr co III pe t i tin between pri va te merchants who try to exploit the opportunity 

by reducing the price for coffee be low the market price. There should be adequate financial 

loan services available to fa rme rs in their vicinity so that they can collect coffee from all their 

members. 

The basic principl es or the I (200~ ) (cooperatives are autonomous vo luntary self help 

organizat ion democrati ca lly run by their members) are crucial to the success of the cooperative 

business. From the c. perience o r ooperati ve ac ti vities in Ethiopia in the past, the inadequate 

Or the absence of the abo \ e ba ic principl es are major points that fac ilitate thei r fail ure. 

Ther fI . ' . ' ffi . Is should be min imized so e Ol e, unneeessa r:- Illle rventl on b anous government 0 ICIa 
that tl . . oht t local level through thei r le mem bers full y cxe rcise thei r democrati c and economiC rIb a 

organ ization. 
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Appendices 

Questioner guid es to coo perati\'e management members. 

Name of the Cooperat i \·e ___________ _ 

Date of Establi shment _____ ___ _____ _ 

Current Mem bers _________ Male - --_ Female total ---- -- -
Name_------- - Age ____ Sex ___ _ 

I. On maj or prob lems that necess itated establishment of cooperatives 

2. On member rec ruitmen t 

3. On coffee marke ting 

4. Current chal knge 

S. On cooperati\ 'c \'alue and fair-trade 

6. Part icipation and prec ipitati ons towards cooperatives by members 

7. Economi c and social benefit fro m cooperative activities 

8. Social sen'ice pro \'ided . 

9. Traini ng and educa ti on 

Questio ne r g uid e for member farmers 

Name _______ age ______ sex ___ _ 

Educati ona l ba d :o J'ound b _ ___________ __ 

Name of the coorel'at ive _ _________ _ 

Date of establi shment --- ---------
F a 111 i I) bac k gro un J ------ ----- -------------- ---------------

I. Challenges or producing coffee as liveli hoods 

2. On coffee product ion. haJTesting ,process ing and marketing 
, 
J. Olllllajor chalkn ge producing coffee 

4. 0 11 Econom i c be nl..' fi t 1'1'0 111 cooperati ve :lIld fair-trade 

5. On general coileI..' r ri ee before c oo pera ti \~ s established 

6. Social sel'\iee 1'1'\)\ ided 

7. Govel' . . llJ1l cnt Inkn ent lOI1 
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(Ileek list for gro u p d i cussion with the heads ofthe c . ooperaflves 

1. On ad\'antages (lnd benefi ts of cooperatiyes 

2, On participa ti on ill coopcrati\ es affairs 

3. On ad vantage or be ing member to cooperatives 

4. On concept of fair-trade and fair-trade social development premium 

Checklist for FG D with member farmers 

1. On the significant coffee production as li velihood 

2. On majo r problem that necessities the establishment of cooperative 

3. On perception and parti cipation towards cooperative 

4, On fair-trade conce pt and soc ial development premiums 

5, On ad vantages or b ing organi zed 

6, On befits from coo perative and fair-trade 
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Gabatee 3 

--__ --- ---Cooperative Society 

Maqaa Waldaa,_-----------

Payment list members 

Kaffaltii misensaa 

Year -----
Waggaa ___ _ 

,..-- Full Name Volume in kg First payment Divided Total Sr. DO 

Lakk Maqaa guutu Bayyina kg Kaffaltii paymelt paymelt 
dana Kaft'altii IUff.ltil 

Dividendii W.li2.taa --

I----

r----

r----
J I--- I 

I--- J r----- f-

r--h f-

t=~ 
f-_ ....... 



Gabatcc 3 

-- - - --- - Cooperative Society 

Msqaa Waldaa _ _ _ _ _______ _ 

nt I.'st m em he rs PlIymc ' 

KlIffaltii misensaa 

Year -----
Waggaa 

-~--
rs;:.DO F ull Na me Volume in kg First payment Divided Total Maqaa g uutu Bayyioa kg Kafl'altii payment pay.elt Lakk 

duraa Katraltil Katr.ldl 
r Divideadii WaUplu 

r-

r----

- -
-r-

r--
- ' r---- -r--. - - -

r-- -
r-- -
r-- -- .- -r--
r--- -
r--- -
r-- - -
r--- - -
I-- ----- --------- -



,--
Sr.no 
Lakk 

t--

r-. 

t--

t--

l"-

I-r----
r---
I----
t---
t----
t----
t----

_ - -------------:,Cooperative societies 

_------------~Maqaa Waldaa 
List of members and their estimated product 

Maqaa Miseensoota fi omisha isaani 

Ye~~~M. ________ __ 

Full Name Members Area of Land Product 
Maqaa guutu Mesensoota Baayina lafaa Estimation 

Male Female Total Clean coffee 
Dhi Dub Waligala Omisha 

-- -I--- -I-

'----,- Total -



Gabatee-4 

__ - ------------Cooperative societies coffee suppliers - _ ------------Maqaa Waldaa Buna dhiyeesan -Personal Card for member 

Kardii dhunfaa miseensaa 

Member Ship name ______________ _ 

Maqaa Miseensoota buna dhiyyeesu __________ _ 

'-Sr.no Type of coffee Quantity in Kg Unit price Total price Receip no Signature 

Laid< Gosa bunaa Baayi' ina Kg Gatii tokko Gatii Waliigalaa Lakk Naga'ee Mallatoo 

I 

I 

I 
i 
I 
I 

I 
I 

l-

I-----
I 

I----- I 

I 
f--. i I 
t-- I 
r-- i 
I--- 1 



Gabatee-4 

~ __ ----------__ Cooperative'societies coffee suppliers -_------------Maqaa Waldaa Buna dhiyeesan -Payment list of members 

Kaffaltii Miseensoota 

~ . Full Name Volume in kg First payment Divided Tot.1 Sr.DO 
Lakk Maqaa guutu miseensoota Bayyina kg Kaffaltii duraa payment payment 

Kalraltii J(atraltii 

I Lamatraa Wali2alaa 

I 

I 

I--

I--

f-

f-

t--

r--
t--

r---
r--
t--
r---
r---



CA-03 

- -- Cooperative Societies Coffee suppliers 

- - - - ----- ____ Maqaa waldaa buna dhiyeesan 

Personal Card for fll f inber 

Kardii Dhunfaa miseensaa 

Member ship nlim e ___ _ ___ _ 

Maqaa miseen sa buna dh iveesee ___ _ _ _ 

- ----r- -~ r~ --- - - ----T -;-;--.:-:-~. _I-:;:-~_;;_-:--_-~:__~--__,~----_ _, 
Date ' I Tvpe of ' QlIa nr ir\ ' I L'nl! orlee . Total Price Receipt no Signature 

,'. c~free III ~g Ga tii tokko !, Gattii waligalaa I Lkk naga 'ee Mallatto Guyyaa 
i Gasa 8aav lJ1 <l ! 
i Bunaa Kg 

-~ , ,---t----- -_________ ! 1 

i 
_ ________ • _ _ _ _ t _ _ · _ __ ~ _ _ _ __l_-___ _ 

--L ___ __ _ 
I 

- .-j- ----------- ---+-
-.- - - -- -- --~i-----

_ -----L __ I ~---~i-------_+--------~ ~---

----t-I- - __ ~ 

I ----r----+-----~==+_+__+__+__=t=~ 



I 
I 
I 
I 
I 
I 

I 

s 

. . 
~i::': :!.~~ -'-:":~-' .. - -- .. -.:... 

.~: ~ Society -------,----
,. . 

, . 

Type ofwork-------- coffee drier 
A~untability· ·-: ,n ,~. - - - -. -- . ~. ~fri~ mmif~r:··=~ ~:~~ ... 

. ~~;.:: ~~ ..:{ ': ":. ':-:; ~'.: 

. _~ __ · ~ _.=:_.-.-..:_"-_= __ -._=7.~-~C ' _="_=_ ~ " ~·. _ ·~ ::=-i~' :: . .c: . ;":c:=:;;.:f~:::~· - ~' ~~~--.-=-. , ... ,,= .-- _.-= --.---= .. .. 
.... . _. '-

. Tenns of Reference 

1. Draws coffee from socking tanks 

2. Confirms the availability of adequate mesh Wire and drying tables 

3. Separates the defected coffees from normal:eoffeesat sorting stage. 

4. Allows the coffee to be exposed to recommended sunlight. ·· 

5. Covers the coffee, while there is storage sun"light .' ' . 

manager to-~ the moisture content ·. : .:~:- . ?-" . . 

' .. . 8. Makes the coffee tobe:storecriitthewaieh6uSe; .:.: .)~.~l{,i~;, ... : .-;' ,:.' : :~ 

.~;' . . 

. .'~ ::. _ . ' 

" " 

., ' ;:' :, . 
- . . ' "'= .. . 

9. Performs .any job, Which is inStructed by hiS iiiunediate:·boss. :· .. ,::., . 

. . .:- ~ .~ . 
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INTERNAL CONTROL SYSTEM: Coffee Inspection Report Ethiopia 

SCS bKO-GARANTIE GMBH - ; roducers' n<!!11c: 

Producers' code: 

Ci(l1bern~tr - 21 
kebele/scf er : 

D-90'102 Nurnberg, Germany 
Date o~ i .~srcct i0n: 

Tcl :.19 911 '12439-0 Fax 499 11 '192239 Inspectors' name: 

Field \ Main crop + others Size Plants Organic \ Year of Last years' \ThiS years' tota l yield 
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\ I I I 1 
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Observations concern ing the Pro'd' u'ct' • Ion system 

I Crop rotation (not relevant in case ot perma nent crops) ; 

, .. 
Gr n manure plants, shadow trees and unde rcrops : 

Erosion risks and prevention measures ; 

! 
""raliel prOduction ' I 

- ---
. s the same crop p Od ---
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INTERNAL CO NTROL SYSTEM: Coffee Inspection Report Et hiopia 

BC5 bKO-GARANTIE GM BH 

Ci!11!Jerrd r. 7. 1 

D-90-102 Nurn berg , Germany 

TcI:4S1 911 42439-0 Fax 'i 9 S! J '1 S1 7.239 
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Observations concerning the production system 
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