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ABSTRACT 

In this study an attempt is made to measure and 

compare the economic performance of state and peasant 

farms through a case study method . The economic per­

formance of five state farms in Arsi are compared with 

that of five peasant associations in the same region. 

The principal sources of information for this study 

are the primary data generated at farm level. Various 

criteria are used to compare the performance of the 

two farm catap:ories. The empirical results of the study 

reveal that despit e all the priorities they enjoy, 

state farms are performing poorly relative to the 

traditional peasant farms. The root causes of ineffi­

ciencies in the state farms are identified. Finally, 

recommendations are made to improve efficiency in the 

state farms. 

. . 
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CHAPTER ONE 

1. INTRODUCTION 

1.1 Background and Stat ement of the Problem 

Agriculture r emains to be the base of Ethiopian economy. 

It accounts nearly for 50 percent of Gross Domestic Product 

and most important ly, about 85 percent of the population 

of the country depend on agr iculture for their livelihood. 

The agricultural sector is characterized by farm fragment­

ation, stagnation in growth and instability due to climatic 

variation. 

The Ethiopian government has made great e ffort to trans­

form the agricultural sector on socialist path of development. 

One of the strategi es pursued by the government to facilitate 

the agra rian transformation ha s been the e stablishment and 

expansion of state farms. Since the initial area of a little 

over 65,000 hectare in 1979 , the stat e farm total area has 

expanded to over 200,000 hectare in 1987. 1 

The Ethiopian agri culture is dominated by the production 

of cereals. Cereals account for over 90 percent of total 

major crop product ion. 2 Interms of employment, ove r 80 pe r 

cent of rura l population concentrate on cereal production. 

Cereals constitute the majo r proportion of the population 

diet. After all , Ethiopia is a country of cereals. 

The domi nance of foodgrain production is also 

reflect ed on state farms. Ove r 80 perce nt of the cultivated 

area of s t at e f a rm is use d for the production of cereals 

mainly wheat, maize and barley.3 The cropping patter n 

/ 
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of state farms shows the priority given to foodgrain pro­

duction. Currently , the most important task of state farms 

is to supply the urban population with marketable foodgrain. 

In 1987, nearly half of the A~ricultural Marketing Corpora­

tion's (AMC's) cereal purchases came from state farms 

inc luding 67 per cent of wheat. 60 per cent of maize and 

4 
35 per cent of sorghum . Infact state farms are the most 

important means of the government to ensure food supply to 

the cities. 

At present, the s tat e" farm subsector accounts for only 

about 5 per cent of total crop production. 5 But, interms of 

resource allocation, this subsector is the most privilaged 

one. Over 70 per cent of capital expenditure for the 

agricultural sector, 90 per cent of improved seeds , 80 

per cent of fertilizers are allocated to state farms. 6 For 

the subsector that accounts for only 5 per cent of crop 

production, this allocation of resources is indeed dispro ­

portionate. What is alErming mo r e about state farms is 

that despite the disproportionate allocation of resources, 

their economic performances have been unsatisfactory. 

There is a lot of theoretical lite rature in economics 

which show the existence of economies of scale in agriculture. 

The traditional notion is that lar~e scale mechanized farms 

are more efficient than small peasant farms. It is in 

view of this that socialist and a nUwber of develop ing 

countries strongly favour ed large farms in the hope of 

a chieving rapi d inc r eas e in production. Recent empirical 
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findings in some l e ss deve loped countries, however , do not 

support the idea that large scale me chanized farms are more 

efficient than small scale fa rms. 

The debate on the superiority of large scale to small 

farms has been ?oing on for many years. The controversy 

started with the pnblication in 1950's of the results of 

the Indian Farm Management Studies which showed the invers e 

relationship be twee n farm size and productivity . 7 ~any 

subsequent empirical investi ,!:,;ations in a number of develop-

ing countries support the validity of this phenomenon. Most 

of these studies have mainly used productivity as an 

indicator of e ffici ency . Moreover , the studies have mainly 

assumed Cobb-Dougl a s production function. 

Sen offered a ee nera l explanation for highe r productivity 

in small farms inter.ms of low opportunity cost of labour 

b 1 
. R 

in - la our surp us economles. His argument is that in such 

economies as labour is abundant r e lative to farm l and, it 

has little alternative job opportunity outside the farms. 

As a r esult, the t e ndency is to employ labour upto the 

maximum as lon~ as t he marginal productivity of labour is 

positive. The l a r ger farms, on the other hand, depend on 

hired labour and so the y employ labour on l y to the l eve l 

at which the margina l productivity of l abour is the same 

as the market wa ge r a t e. There fore, labour input per unit 

of farm land is hi ghe r in the small e r f a rms than in the 

larger farms. Mo r eove r , whil e ma rginal productivity of 

labour is less in smal l er f arms, yi e ld per unit fDrm land 
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will be higher as l ong as the marginal productivity of 

l abour is positive. 

Mazumdar also found that hip:her productivity of land 

in smaller farm is due to the hip:he r app lication of labour 

per acre. 9 According to Mazumdar, the application of 

more labour and other inputs is reflected in the higher 

intensi ty of l a nd cult i vat ion in smaller farms . 

Using the FAO data f or 15 deve loping countries inc lud-

ing Ethiopia, Cornia a rrived at a r e sult which shows a strong 

negative correlation between farm size on the one hand 

and factors of inputs and l abou r pr oductivity on the other 

for 13 of the se countries. lO According to this finding, 

tot a l factor productivity is hi~her for smaller farms with 

the exception of very small size farms . The low productivity 

in the case of very small size farms i s due to the diseconomie s 

arising out of their smallness. Thus, according to Cornia, 

smaller farms are more e ffici ent than larISer f a rms not 

only in the use of land but also in the use of all other 

r e sources. 

At present, there are 3 mai n types of agricultural 

production in Ethiopia . These a r e ; state, cooperative and 

peasant farms. These farm catagories differ in many respects. 

As it ha s been the declared intenti on of the gove rnment to 

collectivize the agricultur a l sector , its agricultural 

policy discriminates against peasant farms. Coope r ative 

and state farms get top priorit y interms of resource 
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a llocat i on and are subsidized. Despi t e this, it is believed 

that cooperative and state farms a re performing l e ss than 

the small peasant farms . 

The ILO expert s have r anked the three farm cataf-ori es 

11 in Ethiopia according to their r elat i ve performance. The 

crit eria that the experts have used to compare the performance 

of the three farming systems are ; labour absorption capacity, 

rate of pr ofit on capital , crop yie ld , potential fo r 

accumulat ion and mar ketable s urplus . On the basis of these 

criteria, the ILO experts r anked t he thr ee farm catar,ories 

as follows. 

1. 

2. 

3. 

4. 

,-
) . 

Table 1 : Performance Compari son of Different Farm 

catagori es . 

Farm Catagori es 

State Cooperative Peasant 
Criteria Farms Farms Farms 

Capacity to ab sorb labour 3 2 1 

Rate of profit on capita l 3 2 1 

Crop yi e ld 1 or 2 3 1 or 2 

Potenti a l for accumulation 3 1 2 

Marketab l e s urp lus 1 2 3 

SOURCE : ILO , Socialism from the Grass Root ; 

Accumulation,. Employment and Equity in Ethiopia, 

1984 . 
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The National Crop Survey of 1986 conducted by the 

Ministrv of Agriculture indicates that productivity on 

t f . f b tt th t' f 12 peasan arm 1S ar eer an on coopera 1vearms. 

Dessalegn, however, argues that the superiority of peasant 

farm is not so much due to the fact that it is more vigorous 

than the other farm cataRories but that it is do in g less 

poorly in comparison , 13 He conside rs high personal 

motivation and flexibility in cropping strategy in the 

Ethiopian peasant farms as the strong point of the sector. 

In Ethiopia, while state farms have been relatively 

efficient and profitable in the producti on of such industrial 

crops as cotton and tobacco, in foodgrain production they 

have been incurring huge losse s . For instance, cereal 

producing state farms incurred a total loss of 398.4 million 

birr for the five years period of 1981-1985.
1LI 

This is 

despite the fact that the Agricultural Marketing Corporation 

(AMC) pays them higher prices than it pays private peasants. 

Foodgrain producing state farms face problem of over­

mechanization, highly ski lled management demand and uneconomic 

use of resources . The excessive centralized control structure 

a nd the neglect of e conomic consideration in planning process 

which is done essentially in physical terms are a lso other 

reas ons for inefficienies of these farms. 

According t Q one study conducted by the World Bank, 

stat e farms in Ethiopia are socially unprofit ab le particularly 

in producing foodgrain . 15 The same study suggested tha t 
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state farms should specialize in those production a r eas 

where capital int ens i ve and highly speciali zed t e chnol ogy 

have comparative advantage. It does not seem that the 

comparative advantage of stat e farms lie with the production 

of f oodgrain. 

Despite the great e ffort made to collect i vize it, the 

Ethiopian agriculture r emains t o be dominated by small 

peasant f a rms . Ove r 90 pe r cent o f the total cultivated 

land of the country is under peasant farms . 16 Th e se farms 

are quite smal l and their production t echno l ogi es are 

simple. Inte rms of resource allocation, the peasant sector 

is the l east favoure d one . This is because of the gove rn-

ment intention to col l ect i vize the peasants. Today, how-

ever, t he first priori ty for Ethiopia should be to increas e 

food production and agricultura l gr owth . To achi eve this 

goal, in allocating r esourc es amon~ different f arm catagories, 

efficiency consideration should merit the heavi es t we ight 

in the short run . 

At present, the diversion of sc arce r esource s to the 

state f a rms shows a clear exampl e of an inefficient use of 

res ources. These resources probably could yie ld highe r 

r e turn if a llocated to the peasant se ctor. Foodrrain 

producing state farms are inefficient both interms of 

their productive potential and relative to the performance 

o f pe a sant farms . The disproport i onately l arge r esources 

a llocated to state far ms, conside r ing their ineffici ent 

use of resources is a serious mAt t er that dese r ves attention. 
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In agricult ure , the Ethiopian go vernment has been 

pursuin~ a r e source allocation policy that is imbal ance 

and favours the least effici ent state farms. One possible 

exp l anation that could justify this policy is if state 

farms are considered as infant industries with potential 

future efficiency . But , the r eality does not support 

this argument. State farms have passed a reasonable period 

of infancy without an indication of improvement. Thus , 

it can be hypothesised that the resource a llocation policy" 

of the government is wasteful and a more rational apn r oach 

toward the peasant sector probably wou l d improve agricul­

tural r;rowth. 

1.2 Objectives of the Study 

The debate over the preferrence of small peasant 

farms against state farms would be more meaningful if there 

were emp irica l studies whi ch show the r elative e fficiency 

of these f a rm catagories. Unfortunately, for Ethiopia 

there are no such empirically supported comparative 

studies. The studies fl.:> far available are at mac ro level 

and dealing mainly with the general problems of state farms. 

No economic study has been conducted for cereal producin~ 

state farms. 

The on ly stuc'y on cOf'lparative perfnrmance of different 

farm catagories is the one bv Griffeen and Hay,17 Even 

this one is of macro type based on the ~eneral obse rvation 

of the authors while the y were in Ethiooi a for a short 
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period o f time. On the basis of the capacity of each 

farming type to generate employment opportunity, use 

resources more efficiently and produce marketable surplus, 

the study concluded that on the averaRe small peasant 

farmin8" system has the best potentiel for improving 

agricultural growth. So far, there is no empirical study 

testing this subjective judgement. 

HavinR empirical studies which show the economic per­

formance of state farms both interms of their production 

potential and relative to the performance of peasant farm 

is essential for policy makers to make a more rational 

allocation of res ources amon~ different farm catagories. 

Moreover, such comparative studies should be conducted 

for diffe rent line of production activities. This will 

enable us to know the area of production for which state 

farms have comparative advan tage. 

So far, there is no empirical study which show the 

economic performance o f food~rain producing state farms. 

This is the area on which the activi ties of state farms 

are more concentrated both interms of cultivated area 

and crop production anc, yet, the area in vlhich they appear 

t o be least efficient . It would be very useful to measure 

and compare the economic performl'mce o f foodgrain producinz 

state farms with that of peasant farms. The main objective 

of the study is to make such comparative evaluation throu~h 

a case study method. 
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Specific Obj ective s are 

1 . To measure and compare e conomic performanc e of 

selected foodgrain producing state and peasant 

farms. 

2. To i dent ify the r oo t causes for the unsatisfactory 

performance o f food~r ain producing state farms. 

3. " On the basis of the finding of the study, to make 

recommendation f or possible ways of improvin~ 

efficiency of state farms under consideration. 

1. 3 Significance of the Study 

Despite the huge resources commited to the s tate farms, 

their performance are far below expe ct ation. Particularly 

foodgrain gr owing state f a rms are inefficient incurring 

substantial l osses. To know the extent of inefficiencies of 

stat e farms both interms of their productive potential 

and relative to peasant farms, it is essent ial to have 

empirical studies which ShO~1 the comparative performance 

of these two farming systems . For policy makers such 

informati on is of great help to make a more rationa l 

a llocati on of r esources between the state and peasant 

farms. Moreover, such study should be conducted for 

different types of production. So far, there is no such 

study and this is a modest attempt to fill the gap. 
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CHAPTER TI..JO 

2. AGRARIAN TRANSFORMATION AND THE FOOD SITUATION 

IN ETHIOPIA. 

2':'1 Agrarian Transformation 

The model known as Socialist Transformation of A~ricul ­

ture envisages the development of larfe scale f a rms based 

on social ownership of means of production. It involves 

the gradual conversion of private peasant farms into large 

scale cooperative and state farms. This model was first 

tested in the Soviet Union. Its app lication in Eastern 

Europe and China, hO\<lever, indicates that adjflstments have 

to be made depending on the conditions in each country. 

Over the last 15 years, the Ethiopian government has 

made great effort to transform the traditional agriculture 

in light of Marxian A~rarian model . After attributing the 

sluggish performance of the agricultural sector to the low 

level of productivity prevailing in Qeasa_nt far!@., the 

establishment of large scale cooperative and state farms 

has been considered as a solution. It is inview of this 

that agricultural development policies and strategies have 

been designed. Mo r eover , a number of institutions have been 

established to facilitate the agrarian transformation. 
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2.1.1 Modes of A~ricultural Production 

Following the revolution of 1974, profound changes have 

taken pl ace in. rural Ethiopia. On the basis of the March 

1975 Rural Land Proclamation and the subsequent measures 

taken by the government, the old feudal relations of pro-

duction have been abo lished and new ones have emer~ed . 

By reco~nizing the drawbacks of the tlnny~nd fragmented 

peasant f arms , the Eth iopian gove r nment has been doing 

e verything to estab l ish large scale soc i alist farms. As 

a result , structural changes have been taking place and 

new modes of production have eme r ged in the av,ricultural 

sector. 

At present , the Ethiopian agriculture is characterized 

by the coexistence of three different modes of production . 

These are; (1) State farms, (2) Cooperative farms and 

(3) Pr ivate peasant farms. The relative importance of 

these diffe r ent systems of agricultural production inte rms 

of l and under major c rops and food grain production is given 

in table 2. 

Table 2: Cultivated Land and Foodgrain Produ ction for 

Diff(!rent Parm Catagories. 

Cultivated Production 
Farm Catagories Land( '000 ha . ) % ('.000 quintal) 

l. State farms 150 . 71 2.80 3309.75 

2 . Cooperative farms 225 . 32 4.19 2329.68 

3. Peasant farms 4995.56 92.99 55139 .71 

Source : CSA, Agricultural Sample Survery(1986/87) 

% 

5.44 

3.83 

90 . 72 
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In the Ten Year Persnective Plan, it is anticipated 

that systems of production in agricultural sector will 

undergo dramatic structural changes in relatively short 

period of time as indicated in table 3. 

Table 3: Share of Cultivated Land 

19 83/84 1993/94 
Farm Catagories Area('OOO ha . ) 'i Area(' 000 ha . ) F-' 

State farms 221. 4 3.4 502.2 
Cooperative farms 88.7 1.3 3,938.8 
Peasant farms 6,136.8 95.1 3,500.0 

% 

6 .3 

49.6 
44 .0 

Source : ONCCP, The Ten Year Perspective Plan, 1975 E.C. 

The three farm catagories a r e briefly described in 

the following pages . 

2 . 1.1 . 1 State F~rms 

The stat e farm subse ctor was created after the 

Rural Land Proclamation of 1975 that nationalize d the 

private commercial farms. Of the estimated 750,000 hectare 

of former commercial farm holdings, about 67,000 hectare 

which were found to be unsuitable for distribution to the 
1 small peasant farmers were converted to state farms. 

Since then, the size of the stat e farm subsector has 

increased significantly. Yet , in national term , it is 



very small accounting for less than 5 per cent of the total 
cultivated l and and crop production of the country. 

The objectives of state farms are to 

1. alleviate the country ' s food problem 

2. produce export commodities 

3. promote import sUbstit ution 

4. create employment opportunities 

5. inhance agricultural transformation 

In order to achieve the above objectives, the Ministry 
of State Farm Development (MSFD) is established along the 
fallowing hierarchies : the Ministry , Corporation, Enterprise 
and Farms. The Ministry at the top of the hierarchy is 
a policy making body. The 00rporation is an intermediary 
organ that links the Ministry with Enterprises. The 
Enterprise is a t echnica l body that coordinates and 
supervizes state fa rms located in a given administrative 
region. The lowest organ in the st ructura l hie r a rchy is 
the Farm which is the main operational ent ity . Currently , 
the Ministry of State Farm Development administe rs 7 corpora­
tions, 14 enterprise, 54 state farms and 17 process ing 
plants and agro- industries . 

At present, the activi ties of state farms are concen­
trated on production of foodgrain. Over 80 per cent of 
the cultivated land of state farm is devoted to the production 
of ce r eals mainly wheat, maize and barley . The cropping 
patte rn of st at e f 8.r ms ... rhich show the priori ty given to the 
production of food grain is s hown in t ab l e 4 . 



1. 

2. 

3. 

- 15 -

Table 4 : Cropping Patte r n of State Parms 

Crops 

Cereals 

maize 
wheat 
barley 
sorghum 
teff 

Pulses 

Others 

'fota l 

Source : CSA, 

Production 
( '000 quintal ) 

3,255. 46 

1 ,706.00 
1,291.30 

199. 40 
56.00 
2.70 

17.90 

36.45 

3 , 309.75 

Time Series Data on Area, 
Yie ld of Majo r Crops, 1986/87. 

% 

98 .35 

51. 54 

39.01 
6.02 

1. 69 
O.OOB 

0 . 54 

1.10 

100 

Production and 

The establishment and the subsequent r ap id expans ion of 
state farms r efl ec ts the Ethiopian gove rnment's believE that 
this is the best way to ensure the supply of marketable 
food grain to urban areas . Currently , the most important 
task of state farm is to supply marketab l e food~rain to 
urban centres and the a r my. For instance , in 19 87 nearly 
half of the Argricultural Marke ting Co r po r ation's (AMC's) 

2 cereal purchase came from state farms. Infac t , state 
fa rms are considered by the government as the most import ant 
means to supply the cit i es with m~rketable foodgrain. 
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State fa rms have plAyed an import ant r ol e in increas -
ing the production of such industrial c r ops as cotton and 
t obacco an area in wh i ch they appear to be r easonab ly 
efficient and compe titive . I n food gr a in production , 

howe ve r, most of state f a rms a r e not financially viable 
and have been incurring huge l osses. For instance, cereal 
producing state f a r ms have incurred a tot a l loss of 398.4 
million birr for the five year s period of 1921-1 985. 3 

This is despite the f ac t that the Agricultural Market ing 
Corporation (AMe ) pays them much highe r price s than it pays 
priva t e peasants. 

The stat e farm s ubs ector is the most privi l age d one 
a nd has been given top priority over the other f a rm cata-
go ri es int e rms of resource a llocation. Over 70 percent 

of capital e xpenditure for the a~ricultural sector , BO 
per cent of chemical fertiliz e r s a nd 90 pe rcent of improved 

LI seeds a r e a llocat e d to stat e f arms.' It s demand for skilled 
manpow e r is very high. State f a r ms en j oy t he pol i cy of 
price differential in agricultura l ma rket ing. De spite 
a ll prioritie s and subsid i es given to state fa r ms, most of 
them are not f i nancially vi able . The e xte nt of f inancial 
losses incurred by state farms i s given in tab l e 5. 

I n the state farm subse ct or , cos t of production pe r 

unit of output is ve ry high. For ins tance, t he cost of pro-
ducing one quintal o f wheat for the Ar s i state farms was 
95 birr in 198 7 . In the same year the price of one quinta l 
of wheat was 45 birr. Yield per hectar e on the state farms 
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Table 5: Annual and Cumulative Losse s of State Farms 

Year 

1981 

1982 

1983 
198u 

1985 

Annual Losses 
(million birr) 

31.4 

68.9 
83.2 

112.2 
101.0 

Cumulative Losses 
(million birr) 

137.2 
216.2 
304.2 
422.3 

535.6 

Source: MSFD, State Farm Sector Review, 1987. 

is not better than on peasant farms. In general, efficiency 
by almost all criteria appears to be low. Despite this, 
under the Ten Year Perspective Plan, the size of state farm 
subsector is anticipated to increase from its current level 
of 200,000 hectare to well over 500,000 hectare by 1994.5 
The huge financial losses and inefficiencies of the state 
farm subsector raise doubt as to whether state farms are 
a proper and long run solution to the problem of suppling 
the urban population with foodgrain. 

2.1.1.2 Cooperative Farms 

The other farm catagory which emerged during the last 
15 years is the Agricultural Producers Cooperatives. Co-
operatives are formed in three stages once members of 
Peasant Association (as few as three of them) decided to 
form cooperative by merging their plots of land or demanding 
a block of farm land from peasant association (PA). 
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In the first stage (Melb~ ), land is collectivized , 

but members can retain a piece of land (upto I ha.) for 
individual cultivation. 6 Draught animals and farm implements 
are private property. At this stage , distribution of income 
from collective farm is based on labour contribution and 
r e nts from draught animals and farm imp lements. 

At the second stage (V,lelba) , all a/1:ricultural imple ments 
and draught animals are collectivized. Only 1/10 hectare 
of l and is allowed for individual cult iva tion. Income 
distribution is based sole ly on labour contribution. 7 

The third stage (WeIand) :, is reached when several 
Welbas are me r ged togethe r. Members ar e organized into 
production bri gades. At this highes t st age of colle ctiviza-
tion, high level mechanized production and modern manage-
ment systems are to prevail. 

Collectivization of peasants i nto large scale coopera~ 
ti ve farms has been a maj or long range pOl icy obj ecti ve of 
the Ethiopian government. The l ow level productivity 
prevailing in the agricultural sector to a l a r ge ex tent 
has been attributed to the traditional SUbsistence 

peasant production. Collectivization of peasants has 
been considered by the government as a long run solution 
to Ethiopia's agricultural prohlem. The objective of the 
gove rnment is to collectivize , ha l f of the country's 

peas ants by 1994.8 To attra ct pe~sants, inorde r to achieve 
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the above objective, the government provides a number of 

incentives to produce r's coopera tives, These include 

1. Produce rs Cooperatives pay lower agricultural 

income taxes than private peasants . 

2. Producers Coope ratives are paid much higher prices 

than smallholders by the Agricultural Marketing 

Corporation (A~C) for the ir products. 

3. Producers Cooperatives ge t priorit y access to 

mode rn agricultural inputs like f erti li zers, 

improved seeds , tractor, credit and extension 

service. 

4. Produce rs Cooperatives have priority access to 

industrial consumer goods over the individual 

farmers. 

5. Producers Coorerative s can demand the allocation 

of best qual i ty land in a peasant assoc i at i on. 

Despite al l t hese incentive s , ' mal lholders have been 
r e luctant to join produce rs cooperatives . Curr ently, there 
are on l y 837 producers cooperatives in the ent ire country 
of which 652 are in the fi rst and lower sta ge, while on l y 
185 are in the second stage. 9 Infact, only about 1.1 per­
cent of Ethiopir.n peasants are collectivized. Inspite of 
all the priorities, cooperative s are not doing well. I n 
most cases they a re l e ss productivH than the smallholders . 
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There is no doubt that collective activities have 

certain advantages like mobilization of labour for construc-

tion of dams, roads, canal, etc. They can also achieve 

some economies of scale. These advantav,es, however, should 

not be exaggerated. There is no empirical evidence which 

shows that collective production system is more efficient 

than individual production system either in resource use 

or in social transformation. On the contrary, countries 

like China which emphasized and practised collective 

agricultural production system for many years, recently 

started to decollectivize and privatize a~riculture. 

2.1.1.3 Private Peasant Farms 

By far, the most important and dominant farming system 

in the Ethiopian agricultural sector is the smallholder 

farming. It accounts for over 90 percent of cultivated 

land and total agricultural production. Besides providing 

employment for about 80 percent of the country's labour 

force, virtually all of the agricultural commodit i es for 

export originate from peasant sector. Therefore, by 

Ethiopian agriculture, largely we mean the private peasant 

farm. 

The individual holdings in the peasant sector are 

quite small, usually less than 2 hectare. Peasants in this 

sector are organized in Peasant Associations (PAs). There 

.. . th t 10 are about 23,500 peasant assoclatlons ln e coun ry. 
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In the priv2t e peasant sector, production technologies 

are very simple. The types of agricultural implements 

which the Ethiopian peasants use today, are as old as the 

history of the farming in the country its e lf. Capital 

consists of rudimentary tools and implements. The widely 

used farm implements in the peasant sector is a wooden 

plough. It s capacity to dig deep is ve r y limited and as 

a result, it is necessary to plough severa l times before 

sowing', . 

In gene r al, product i on ' technologies and avr icultural 

implements in the peas an t sect or remain to be what they 

were many thousanr) years ap:o. Draught oxen and wooden 

plough continue to be the e ssenti a l complements of capital 

for Ethiopian peasants. Mo re importantly, even these 

items are in acute shorta~e . Nearly 40 percent o f Ethiopian 

peasants do not have an ox and the proportion of peasants 

who have two or more oxen is 28 percent , while 32 percent 

11 have only one ox. The extent of under cap ita li zation in 

the peasant sector cou l d a lso be seen fr om the average 

va lue of agricultural t ools and implements . One study puts 

the a verage inventory va lue of a farme r between 4.25 and 

14.00 birr for Arsi re ~ion.12 The use of modern farm 

inputs in the peasant sector is very limited . For instance , 

on l y 10 percent of peasant farmers us e chemical fertilizer. 

Th e sUbsistence producti on taking place in the peasant 

sector i s essentially to mee t the need of a peasant and 

his family . Ethiopian peasants are very less market oriented. 
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The extent of their monetization is seen in the insi ~nificant 

proportion of their marketnble surplus of cereals e stimated 

at abo ut 10 percent of t otal cereal pr oduction. 13 

Poverty and underdevelopn~nt in Ethiopi a a r e related 

t o the sluggish performance of agriculture which contributes 

about 50 percent t o the GDP of t he country . So far, blame 

has l a r ge ly been put on the us e of age o l d backwar d technol ogy 

in the private peasant sector . Product ivity in the peasant 

sect or, of course, is ve ry l ow. But, it is a l so import ant 

to know a ll the f a ctors tha t possibly ha ve contributed t o 

the prevailing l ow l eve l productivity in the Deasant sector . 

One of the factors co~monly i dentified as hindering 

productivity in the peasant s e ctor is the existing land 

t e nure system. Eventhough t he Rural Land Proclamation 

of 11arch 1975 a l l ows us er ' s right ove r a maximum of 10 

hectar e, the actua l indi vidual holdinr in the peasant 

s e ctor is much l ower than this. The nationa l average 

. f"' " 1 h ' ", ' . 1 5 14 s~z e 0 1n01V1 oua peasant o ~ ~lng 1S . ha. There is 

significant variation in the size of holdin r-s be tween and 

within peasant assoc i at i ons. More ove r , due to r ap id 

popul at i on growth and abs e nce of non - farm emp l oyment 

opportunities , individua l f a r m holdings are d iminishing 

furthe r . This by itse lf reduc es product ivity . 

The mo st detrimental a spect of the l and t enure sys t em 

t o improve productivity, however, is the absence of incentive 

for peasants to invest on farm land, Alt hour h farm lanr1 is 
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allocated to peasa nts for privat e cultivation , r et ention of 
a p l ot of l and for a specified pe r son is not ~uarant eeJ. 
As new households a re f ormed in peasant association , land 
is realloca t ed t o ac commodate the new f amilies. In or der to 
ensure the equitable distribution of l and of varyin~ f ertility 
and locat ion,land is r edistributed freq uently . 

The other constra i nt to improve productivity in t he 
peasant sector is the set of government policies re~arding 
compulsory de l ive ry of quota and l ow prices paid to peasant 
farme rs by the Agricultural Marketing Corporat i on CAMe) . 
Acute shortage and high prices o f modern farm inputs like 
fertiliz ers and improved seeds has also constrained pr o­
ductivity in the peasant sector. 

Perhaps the most import ant issue re ~ardin~ the private 
peasant sector is t he shar e of res ource s al l ocated to this 
sector . The gove rnment gives priority to the stat e and 
cooperati ve f a r ms in resource al l ocat i on . The total financia l 
a llocation made availab l e f or the peasant sector has been 
l ow in abs olute terms and disproportionate ly l ow compared 
t o the other farm catagori es in view of their contribution 
t o t ot a l agricultural output. The lon~ run pol icy ob j ective 
o f the go vernment has been to collectivize peasants and 
gr adual ly el i minate the private pea sant sect or. The 
a r gument is that pr oductivity and production in the peasant 
sector is very l ow . A more rational approach toward the 
pe asant sect or , however, ca n impr ove the uns a tisfact or y 
pe r fo r manc e c f the agri cul tural s e ct or a nd the f ood situati 0n . 
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\<lith the ri ght price incentive and t he nrovision of 

marketing, credit and e xtension services, private peasants 

can increase productivity and Qarket able surplus. This 

requires a well functioning privat e sector and a proper 

incentive structure . Improved s eeds and chemical fertilizer 

need to be avai lable in sufficient quant i ties and on time . 

~linimum Pacage Program prior to the revolution support 

the view that Ethiopian peasants are capab le of achieving 

a high level productivity. 

2.2 The Food Situati on in Ethiopia 

2.2.1 The Pa radox of Rich Agricultural Potential 

and Chronic Foo '" Shortage . 

The Ethiopian economy is based on agriculture and it 

is the ol dest industry that is deep l y rooted in the Ethiopian 

culture. Agricultural land is the sin p- l e most important 

natural resource of the country . The total area of Ethiopia 

is 1.24 million square km. Nearly 70 percent ~f the country's 

total area is cultivable. But, out of the t ot a l avr icultural 

land, the cultivated portion is only about 20 percent. 

According to one survey, the a rea unde r major crops in any 

particular year does not exceed 8 percent of the total 

agriculturalland. 15 

Ethiopia is endowed with suitable climatic conditions 

and fertile soil for a~ricultural pr oduction. Variation in 

climat ic condi tions enables the count ry to produce dif f e r ent 

.' 
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crops . Many crops are believed to have ori ginated in 

Ethiopia. Ethiopia is a n important gene cent r e for a number 

o f cereals. Teff and e nset are hardly known anywhere else. 

The steep r e lief in the h i gh lands and the extens ive low 

lands enable the country to have a multi t ude of ext r emely 

variable agro-ecolo~i cal zones and pr oduce a multiplicity 

of crops. Vario us types of cereals , pulses, oi l seeds and 

root crops are grown i n different parts of the country. 

Not all types of crops, however, are equally important 

int e rms of cultivat ed l and and total crop production. 

Cereals account for more than 90 percent of major crop 

production. Cereals constitute the major pr oportion of 

the populati on diet. The cropping pattern of major crops 

is given in table 6 . 

Enset is also an important source of food contributing 

about 8 to 10 percent to the total food s upply of the country.16 

It serves as a stap l e food crop for millions of peop le 

living i n southern and southwes t e rn parts of the country. 

In addition , yams and potatoes are making abo ut 5 pe r cent 

of the total foo d supply. 

Another important source of food is the livestock 

sector. Ethiopia is very rich in an imal resource s. It 

has about 27 million catt l e, 42 mi llion Roats and sheep, 

1 milli on came l s and a poultry population of 52 million. 17 

The fishe r y sector i s a lso another important r e source area 

of food. The Red Sea Coast has an estimated annual fish 

output potential of 66,000 t ons, while the Rift Valley lakes 
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Table 6 : Croppin~ Pattern of l'I'ajor Crops (1986/87) 

Cultivated Land Production 

Cr ops '000 ha. % '000 quintal % 

1. Cereals 11 , 786 . 31 85. 11 56,36 11.211 ·90.01 
Teff 1. 272.48 22 . 71 10,332 . 24 16 .50 
maize 1,012.62 18. 67 17,153. 63 27.39 
barley 897.99 16 .03 9,932.18 15.86 
Sorghum 762.65 13.61 9,631.70 15 . 38 
wheat 661. 86 11.81 7,753 . 20 12.38 
millet 137.62 2.45 1,197.81 1. 91 

oat In.09 0.07 363.53 0.05 
2. Pulses 602.53 10 . 75 5 , 407.77 8 .63 

3. Other 212.34 3.79 844 . 91 1. 34 

Total 5,601.18 100 62,616 .97 100 

Source: CSA, Time Series Data on Area, Product ion 

and Yi eld of Major Crops, 1981/87. 

are estimated to have the potential of over 26,000 tons 
f · 18 . k . of annual lsh catch. Th e Ilvestoc and flshery sectors, 

however , have not yet been exp loited. Its actua l production 

and contribution to the total food supply is very low. 

Ethiopia is endowed with water resources. The country 

has 14 big and medium river basins with annual water run-off 

of about 115 million cubic meters. 19 It has vast area of 

potentially productive agricu ltural land on which it is 

possible to increase crop production significantly. On 

the whole, Ethiopia is e ndowed lVith rich and la.rf1:e agricul-

tural l and, live stock , fishery and water resources. The 

I 
) 
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existence of such vast and fertile av,ricultural land and 

water resources makes the potential for increasing produc­

tion very high. Recently . the rainfall condition in the 

country appears to be deteriorating. In comparison with 

many African countries , howeve r, Ethiopia still enjoys 

favourable climatic conditions. Inspite of the sUbstantial 

deterioration, the agricultural resources of Ethiopia 

indicate the potential for i ncreasing food production. 

Ethiopia is a country whose potential for producing 

food has been subjected to the expression of great expecta­

tion in the past. Recently, s uch optimistic opinions have 

been withdrawn and r eplaced hy gloomy forcast. Most observers 

are captivated by Ethiopia ; its rich agricultural potential 

and at the same time puzzled by its problem (chronic food 

shortage and pervasive poverty). It is really a paradox 

that a country .lith such immense agricultural resources 

could not feed its population and relys on external food 

aid and import. Over the last 10 years, millions of 

Ethiopians have been depending on external food aid. More­

over, as the domestic food production la~s behind population 

growth, the government has been compelled to a llocat e 

substantial amount of scarce foreign exchange to import 

food. Table 7 shows the share of food import in the total 

value of imports during the last 10 years. 
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Table 7: Food Import 

Food Import Total Import Food Import as % of 
Year (million birr) (million birr ) Total Import 

1975 19,726 613,095 3.2 

1976 32,497 736,674 4.2 

1977 28,975 810,926 3.5 
1978 1.2,274 1 , 080,825 3.9 

1979 60,715 1.174,569 5.1 
1980 90,898 1,423,299 6.3 
1981 112,713 1,526,641 7.3 

1982 124 ,320 1,623,397 7.6 

1983 214 , 891 1,813,326 11.8 

19i1LI 171.622 1,951 , 104 8.7 

1985 500,566 2,046,442 24.4 

19i16 1196,236 2,278,70il 21.7 

Source: CSA, Compiled from StatiRtical Abstracts. 

Hunf,er and poverty are challenges facing Ethiopia today. 

As agriculture is the base of the economy, hunger and poverty 

probably will continue to prevail unless conditions in the 

agricultural sector are imoroved. 'l'o reverse the situation, 

adjestments have to be made in a~ricultural development 

policies and strategies. Factors like recurrent drought 

and civil wars have exacerbated the deterioration of 

afric ultural and food production. 

Despite all these, the country has rich agricultural 

resources, favourable clim::.te, a huge unexploited livestock 

population and plentiful agricultural labour force . It is 
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this contrast of rich agricultural resource base on the one 

hand, and the prevailing hunf,er Rnd poverty on the other 

which many observers found p uzzlinp: about Ethiopia. It 

is a paradox that food shortage and hunger prevail in a 

country with such immense potential. Tb.is situation needs 

a thorough analysis why a country with such great agricul­

tural potentials could not feed its people . 

Another striking feature about the food situation in 

Ethiopia is the coexistence of food surplus with food 

deficit areas. This is mainly the consequence of govern­

ment grain marketing po licy which until very ~ecent ly re­

stricted erain movement and the inadequate infrastructural 

development . 

2.2.2 Stat e of ~oodf,rain Production 

Ce r eals account for ove r 85 percent of cultivated 

land and 90 percent of major crop production . Cereals 

constitute the major proportion of the population diet. 

Thoerefore , by foodgrain we mean large ly cereals . If we 

look at the trend in the food production particularly 

cereal production , it r e veals a picture of virtual 

stagnation and deterioration. Cereal production between 

1974 and 1986 increased in 7 out of 12 years whereas , 

production fell in 5 out of 12 years (t able 8 .) 
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Table 8: Tr~nds in Cereal Prodllction 

Production % change over 
Year (million quintals) the Previous year 

1974 37,9'17 

1975 46,980 23.64 

1976 43,701 -6.97 

1977 39,853 -8.90 

1978 /10,804 2.38 

1979 45,843 12.34 

1980 56,118 22.41 

1981 53,283 -5.15 
1982 67,182 26.08 

1983 55,267 :-17.84 
1984 42,398 -24.29 

1985 48,199 13.68 

1986 56,364 16.94 

------- _._. _ _ . 

Source: Compiled from Statistical Abstracts. 

The Ethiopian agriculture remains primitive and largely 

sUbsistence. Until 1958, however, the traditional farming 

was producing ' enough ' and the country was self-sufficient 

in food. B~fore this period, E~hiopia was a net exporter 

of foodgrain. For instance , in 1947 Ethiopia exported 

150,000 tons of grain. 20 After 1958, Ethiopia became a 

net importer of f ood as there was a need for importin~ 

large quantity of ~rain. The importation of food continued 

until the present day maYO im~o~t~ntly in an increasing 

manner. The im;;::·' __ '.':'on of food is depriving the country 

of a significant share of its scar ~e foreign exchan~c. 
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Because of low nroductivity in the a~ricultural sector, 

per capita food production is extremely 10N. Domestic 

food production r emains far below the minimum level diet 

requirement of the populati on. Average per capita daily 

calorie intake of the population is as low as 1740.
21 

The det erioration in domestic food production coupled with 

significant post harvest losses have led to rapidly increas­

ing dependence on food aid and import resultin~ in a drain 

on meagre foreign exchan~e. 

The extent of· food crisis nol'/ facinr; the country is 

such that the very survival of millions of Ethiopians. is 

threatened . Recent ly. Ethiopia is identified with famine 

and starvation. Food shortage has widesoread effects and 

implication . The inflationary pre ssure caused by food 

shortage is very high . Food shortage also means lower 

labour productivity in the future for survivals of famine 

today are tomorrow's labour force. 

The chronic food problem facing Ethiopia has four 

major dimensions. 

1 . Rapid population growth 

The population of Ethiopia is ~rowing at an a larming 

rate (2.9 %). The country virtually has no population control 

policies. The rapidly gr owing population that provide one 

of the essentia l inputs (labour) at the same time create 

a growin g demand for food and this makes attainment of 

food self-sufficiency very difficult. The problem is 
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exacerbated by the fact that domestic food production l ags 

behind population growth . 

2. Stagnation Bnd deterioration in food production. 

The recent trend is that domestic food production 

is deteriorating and unstable. Domestically Droduced per 

capita food availabi li ty is dimini shing. Moreover, there 

are years of acute food shortage and widespread starvation. 

3. Massive food aid and import 

As a r es ult of recurrent drought and vi rtual 

stagnation of food production , Ethiopia has became increas -

ingly dependent on f ood aid and import. 

4. Degradation of agricultural r esourc es 

The pr evailing damaging farming practices and the 

increasing pressure .on land r esulted in a situation which 

is depleting in an alarming manner the so il of Ethiopia 

(the very basis for the existence of the population). 

Deterioration of natural r esources, civil wars, diminish­

incentives , 
ing farmer's/weak infrastructure, inadeouate resource allo-

cation t o the private sector to~ether with recurrent drought 

have contribut ed to a gr eat e r or lesser extent to the sluggish 

performance of a~riculture and acute food shortaGe. Under 

Ethiopian situation, increasing food supDly is essential 

to improve productivity in agricultural sector. 
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2.2.3 Factors Impedinf, A~ricultural/Food/Production 

Th e occurre nce of two famin e s within the past decade 

make s food supply in Ethiopia a controversary issue. Opinions 

as to the caus e o f de crease in the domestic food production 

are diverse. Some r egar d natural factors such as the 

deterioration in climate condition as the prime cause for 

the prevaling f ood short age. 22 Others put blame large ly 

on government policies and make it f ully responsible f or 

the prevai ling low level productiv ity and the food shortage. 23 

It could be inferred , however, from findin ~s of various 

studies that the worsening food situation in Ethiopia is 

not merely due to one fact or a lone , but because of seve r a l 

unfavourable conditions impeding ove r the agricultural 

sector. It is import ant to know a ll the fact ors that have 

contributed t owar d the worsening food situati on . There 

are a number of them . Generally, these constraints t o 

improve the f ood Drodu ction could be discussed under the 

fo ll owin~ headinrs: Policy Constraints, Problem of l and 

holding system and Technological Problems. 

2 .2 . 3 Policy Constraints 

Imbalance r esource al l ocati on : Relative to its import-

ance in the nati onal economy. the aFri cultural sector does 

not r eceive its due attent i on int e rms of resource allocation. 

The share of financi al investment made available t o arricul -

tu re i s ve r y l ow . For instance , t he p erc enta~c of t otal 



- 34 -

financial investment for the ap,ricultural sector over the 

last 5 years on the avera?e is only 15 percent. 24 For the 

sector that ~enerates half of the country's GDP, this is 

indeed very low. 

The most important issue regarding resource allocation, 

however, is the share made available fo r different farm 

catagories, namely state, cooperative and peasant farms. 

It is a well known fact that the intention of the gove rnment 

has been to collectivize the africultural sector. The govern­

ment blames the subsistence peasant production for the 

sluggish performance of the agricultural sector. Moreover, 

the government found it difficult to plan act ivities in 

the peasant sector. 

Aft er attributing the problem of low productivity in 

the agricultural sector l arge ly to the subsistence nature 

of production in the peasant sector, the government decided 

in favour of collectivization. It has bee n the declared 

intention of the gove rnment to bring ha lf of the cultivated 

land of the country under cooperative farms by 1994. Along­

side the cooperative is the state farm subsector which is 

regarded as a model in transforming the traditional agri­

culture. 

Inspit e of all the efforts made to collectivize it, 

the Ethiopian agriculture remains basically to be dominated 

by smallholders. In its policy of agrarian socialism, 

the Ethiopian government discriminates against smallholders. 
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State and cooperative farms enjoy top priority in resource 

allocation. Distribution of agricultural inputs among 

different farm catagories is given in table 9. 

Table 9: Share of Different Farm Catagories in 
Agricultural Inputs and Total Production. 

% Share in Distribution of % contribu-
tion to 

Bank Improved total agri. 
Farm Catagories Credit Fertilizer Seed Production 

1. State farms 92 82 92 5.44 

2. Coope rative farms 8 8 6 3.83 

3. Peasant farms 10 2 90.82 

Source: World Bank, Ethiopia-Agriculture, A Strategy 
for Growth , A Sector Review , 1987. 

As it can be seen fram table 9, the allocation of 

resources among different farmin g catagories is highly 

imbalance. This is true particularly when we look at the 

contribution of the different farm catagories to the total 

agricultural production (table 9). 

Farmer's incentive s : The most important issue regarding 

government policy probably is the existenc e of policies 

that do not encourage peasants to improve productivity and 

produce more. The unsatisfactory pe rformance of agriculture 

is related to the erosion of farmer's incentives. Of course, 

what constitutes proper incentive i s a very complex issue 

involving many factors. In Ethiopian case, farmer's 
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incentives involve not just pricinf and marketing but, the 

creation of economic environment conducive to unleashing the 

latent potential for agricultural development. 

One of the constraints to increase agricultural pro ­

ductivity is the very low prices paid to peasant farmers 

and the vigorously enforce d compulsory delivery quota of 

agricultural commodities. The constraint of fixed low 

price is made more restrictive by making it uniform for all 

locations and quality. The depressive effect of low fixed 

prices for delivery quota is more reinforced by the restric­

tion on private traders and on the movement of aKricultural 

comfflodities from surplus to deficit areas. The net effect 

of the comb lnac~vj' ~~ ~hp disincentives has been stagnation 

and reduction in the C' l"oduction of quota CUJl!u;oci ties. In 

many cases, peasants have shifted some or all of their 

r esour ces to producing non controlled commodities. 

Limited availability, high prices and tlntimely delivery 

of farm inputs a l so have detrimental effect on agricultural 

and food production. The cumbersome marketing organizations 

involved in moving agricultural inputs usually resul t in 

a fai lure to provide the ri ght type of inputs at the right 

time. Price policy has an impact on util ization of improved 

inputs and increasing productivity . Moreover, small peasants 

do not have access to bank credit inorder to uti li ze such 

inputs as chemical fertilizers and improved seeds. Availability 

of essential industrial consumer goods is just as important 
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to a fa r me r as his ability to market hi s products . A strong 

dis i ncentive emerges when items highly demanded by the pe~-

sants a r e not avai l ab l e on the marke t . 

2.2.3.2 Pr ob l em of Land HoldinR System 

Empirica l studies on thi s subject reveal that di st ri -

bution and redistribution of land in the post land reform 

peri od has aggravated the problem of land fragmentati on. 25 

The existing land holding system under. which land is made 

avai l able for use by a farmer possess special problem in 

improving agricultural productivity. Of course, the 

implementation of land r e form is a remarkable fact which 

basical ly altered the rural social structure and removed 

a major obstacle to agricultural gro1'lth, namely the in" 

equitab l e distribution of land and the extortation of 

t e nants . The agricultural growth potential created by 

the land refo r m, however, rema i ns largely unexploited as 

the new l and ho1.di np: system turned into a scenari o wher e 

farmers are again uncertain over their holdings . 

Although l and is allocated to a househol d for pri vate 

culti vation , retention of an allotment fo r a specifi ed 

pe r son is not guaranteed. As populat i on gr ow and new 

ho useholds are formed , land is redist ributed to accommodate 

the new families. Inorder to distribute land of varying 

fertility and locat i on equitably, allocation to a single 

household will generally be made up of several sma ll scatt e r ed 

plots. Overtime, holdings a r e di min ished in size and further 

I 
) 
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fragmented. This in itself reduces productivity. Without 

the ability to offset the decreasing holdin~ size by improv-

ing land productivity or increasing off farm incomes , 

peasants regress into self-sufficiency and ultimately 

into absolute poverty. 

The most detrimental aspect of the existing land hold-

ing systeM, however, is the elimination of incentive for 

peasants to invest in agricultural land. Smallholders are 

uncertain over their holdings as cooperatives can claim 

the best quality of agricultural land in peasant associations. 

This does not stimulate peasants to invest in longer term 

land improvement. Thus the worst aspect of the old land 

tenure syst em, from the stand point of iMproving agricul-

tural productivity has been incorporated into the new land 

holdinp: system. 

2.2 .3 .3 Technology Problems 

Other c)nstraints to improve agricultural productivity 

and food procuction are primitive production technology, 

weak infrastructure , degradation of agricultural resources 

and complete dependence on rainfall. These constraints 

to a large extent are a reflection of the country's overall 

technological backwardness. 

Ethiopian peasants still farm as their fore fathers 

of many thousands years ago. Agricultural tools and imple-

ments are simple. The basic complements of capital for 

I 
J 
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Ethiopian farme rs a r e wooden plough and oxen. The capacity 

of wooden plou~h pUllp.d by a pa ir of oxen to plou~h de ep 

is ve ry limited . We eding and harvestinf, are done by hand 

with sieles . Cle aning is done by winnowing the crop to 

the wind . With thes e rudimentary tools and primitive 

technique s of producti on , it would be unfair to e xpe ct 

much from Ethiopian peas ants to overcome the deteriorating 

agricultural and food situation . The us e of modern farm 

inputs is extremely limit ed. Improved s ceds , chemical 

fertiliz e rs 8.nd modern agricultural implements are still 

unknown and unava ilable to a l a r ge numbe r of Ethiopian 

peasants. 

Another mani s f estat ion of t e chnologi ca l bac kwardnes s 

is the virtua l a bs enc e of irri gation f armin~ . Ethiopia 

is extremely dependent on rainfa ll . Cro~ failure and loss 

of livestock occur with ab norma l weathe r pa ttern. To 

reduc e de pendency on rainfall condition which is deteriorat-

ing, irrigation should be de ve loped. Out of the estimated 

21.25 million he ctar e of irri~able land, only about 4 per-

. . . t d 26 cent lS lrrlga e . Practical l y , there is no water 

management technique such as construction of dams and 

reserviors . It is a we ll known f act that food shortage 

in Ethiopia to some extent is the result of recurrent 

drought or untime ly r a in. Durin~ ampl e r a infa ll time most 

of the r a in wa t e r dra i n off to the nei ghbouring countries. 

A good wat e r mansrement can conserve th i s fo r use whe n needed. 
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A further manifest ation of t e chnological backwardness 

in rural Ethiopia is the absence of proper grain storage 

facilities. The extent of gra in loss due to the absence of 

proper crop protection is alarming. By some accunt it is 

estimated that the amount of crop loss due to inappropriate 

harvesting and storage facility is as hi~h as 30 pe rcent 

of the tot al crop production. 27 

Inadequa cy of rural i.nfrastructure such as roads ha. ve 

been a further constraints to improve the food situation. 

Nearly 3/4 of Ethiopian farmers are more than a half day's 

walk from all weather roods . The lack of roads has consti-

tuted a major imp~diement to extension service, input supply 

and output mCl.rke tinp:. 

In general, the fundamental issue in the food problem 

is the fact that the agricultural sector has not been 

accorded the necessa ry priority in the a lloc ation of resources 

and in giving due attention in the development policies . 

To i mp rove the food situation , the important requisite is 

the will to channel sufficient resources to the ?~ ricultural 

sector and to formulate proper policies that stimulate 

peasants to produce more. The problems to improve the food 

situation are indeed formidabl e but not i nsurmountable. 

A number of cunstra ints t o ove rcome the food problem 

are of institutiona l nature which can be e liminated or 

moderated through modific at ion of government po licies. 

Some a re technologica l problems which can only be eased 
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gr adually with sUbstantial investment . Extensive ef forts 

a re being made by internationa l organizations in collabora-

tion with the Ethiopian gove rnment to improve the food 

situation. Thes e international orranizations and donor's 
28 came up with a series of proposals f or policy reforms. 

From the recent changes made in the economic policy, it 

seems that the Ethiopia government is complying with the 

proposals of international organizatio~G. The policy 

changes to e liminate compulsory quota delivery and to 

estab lish free and open market, if i mp l ement ed may improve 

agri cultural and food production. Improved incentives 

f or peasants in the form of better prices and less r est rict ed 

market are necessary but not sufficient conditions for 

attainment of t he national goal of self-sufficiency in 

food. The policy changes probab l y will increase the incomes 

of peasants, but pe r capita food production will continue 

to deteriorate . To overcome this will r equire elimination 

or substantial easing of the t e chnological problems. 
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CHAPTER THREE 

3. METHODOLOGY 

3.1 Selection of the Study Area 

A case study method is used to measure and compare 
the economic performance of the state and private peasant 
farms. To avoid computational problem, only those farms 
which produce predominantly one crop ~Tere considered. For 
the purpose of this study, the selection of farms which 
produce primarily wheat was made on the basis of the con­
sideration of the importance of wheat in the cropping 
pattern of state farms. About 42 percent of the total 
crop production of the state farm is wheat. l Infact , 
state farms are important wheat producers accounting for 
about 17 percent of the national wheat production. 2 

Once the decision regarding the selection of the type 
of crop was made, the next step was to select the study 
area . For the purpose of this study, state and peasant 
farms in the Arsi administrative region which largely 
grow wheat were selected. The selection of Arsi is made 
on a number of considerat ion, principally: 

1. Arsi is the major wheat producing region. It accounts 
for about 10 percent of the country's total wheat production. 3 

This is relatively high for a very small region such as Arsi. 
In Arsi, wheat is a very important crop grown both on the 
state and peas ant farms. This can be seen from the cropping 
pattern of the State and peasant farms i n Arsi. 
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Table 10 : Wheat as Percentage of Total Cereal 

Production in Arsi (1986/87). 

Farm Catagories 
Wheat Production 
('000 quintals) 

Total Cereal 
Production 
( '000 qu.) 

Wheat as % of 
Cereal Produc­
tion 

State farms 

Peasant farms 

543.40 

1,434.06 

643.08 

4,260.48 

84.4 

33.6 

Source : CSA , Agricultural Sample Survey, 1986/87. 

2. To make a realistic comparison between state and 

peasant farms, the two farm types should be in the same 

agro-ecological zone. In other words , the two farming 

systems to be compared must be homogeneous interms of soil 

type and climatic condition. This is to rule out the 

possibility that differences in the economic performance 

between the state and peasant farms are due to variation 

in soil quality, climate and other natural factors. In 

Arsi, there are state and peasant farms with similar soil 

and climate characteristics and infact bordering each 

other. 

3. Due to the activities of Chillalo Agricultural 

Development Unit (CADU) and later Arsi Rural Development 

Unit (ARDU) , peasants in Arsi have been exposed to the 

use of improved agricultural inputs and technique of 

production. For instance , the rat e of ferti lizer applica­

tion among Arsi peasants is one of the hifhest in the country. 
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This makes it more meaningful to compare the economic per­

formance of peasant farms with that of modern state farms. 

4 . Most of state farms in Arsi have been in existence 

for quite a lon p; period of time and relatively ha.ve good 

and complete data. 

In general, considering homogeniety of the two farm 

types with respect to soil and climatic conditions and 

taking into account ARDU and State Farms in Arsi as the 

good sources of data. wheat growing state and peasant farms 

in the Arsi administrative region were selected. 

3.2 Sampling, Data COll ection and r-lethod of Analysis 

3.2.1 Sampling Method 

As indicated above, the objective of the study is to 

compare the economic perf ormance of the state and private 

peasant farms through a case study method. The comparison 

is made between each one of the state farm and one of the 

peasant associations near and arround the state farms. 

The point here was to get r epesentative sample farms both 

for the state and peasant sectors . Purposive and Simple 

Random Sampling methods were utilized. Regardinf, sample 

farms for the state farm subsector, state farms in Arsi 

region were purposely se lected . The reasons for the 

selection of these farms are given above. There are six 

state farms in Arsi. It wa s found impossible, however, 

t o get complete data for one of the farms , namely Temella 
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which was estab lished only 3 years ago. Except Temella, 
the remaining 5 st ate farms in Arsi are considered in the 
study. 

Regarding sample farms for the private peasant sector 
afte r obtainin~ list . of those peasant associations (PAS) 
that are found near and arround the state farms in that 
loca lity, one PA corresponding to e~ch state farm was 
purposely selected. The selection was made on the basis 
of the similarity of the PA with respect to its soil, 
climate and other natural f actors with that of the state 
farm in that locality. Da t a on s oil type and climatic 
conditions were obtained from Arsi Rural Development Unit(ARDU) 
and the state farms. ~r6m each of the selected PA, 50 
households were randomly selected. Therefore, all in all, 
the sample size for this study is r epresented by 5 state 
farms,5 PAs and 250 private peasants. 

3.2.2 Sources and Da ta Collection 

The principal sources of information for this study 
are the primary data genera ted at f ar m level from the state 
and peasant farms. Standardized questionnaires were 
prepared for both farm catagories. One questionnaire was 
designed for state farms to obtain time serie s data on the 
required informations , such as , farm size , crop production , 
labour employment, seeds, fertilizers , pesticides, wages , 
salaries, etc . In addition, questions r egarding conditions 
of labour recru i tment, payment and incent i ve s ys tems , mar ke t ing, 
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transport and specific problems f Rcing each f a rm were a lso 

included in the questionnaire . The questionnaire was com­

pleted by farm managers. The data were cross checked. 

A separate socio- e conomic questionnaire was prepared 

for private Deasant farmers to obtain informations regarding 

size of land holding, fertilize r consumption, oxen ownership, 

inventory of f a rm tools and impl ements. Twelve ~rade 

complete students were employed for the purpos e of inter­

viewing the peasants . They were given intensive orientation · 

on various aspects of the questionn aire. 

It is a well known fact phat usual ly it is difficult 

to get t he r equired data such as, the amount of i ncome from 

peasant s . Thi s is because, first , peasants do not keep 

records and tend to for~et . But, most importantly , they 

do not tel l their incomes out of fear of government taxation 

and contribution. This is true , part icularly in Arsi 

administrative r egion, whe re peasants are required to make 

a lot of contribution known by different names. Arsi peasants 

are ext r eme l y suspecious about someone who is new and asks 

them their incomes. The y regard him a s a gove rnment agent 

who come s to impos e upon them add it iona l contribution. In 

addition , it is the custom of Arsi peasants not to count 

and disclose the numbe r of livestock t hat one owns. They 

s ay that counting livestock causes the death of animals. 

In orde r to overcome s uch problems and to convince 

the peasants , it is advantav.eous to know the customs and 

l angua~es of each locality . In this respect " my knoNledge 
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of the customs and langua v,e of Arsi peasants helped me a 

lot . Once I convinced the peasants about the purpose of 

the study, they were open and disclosed the required 

information. The data gathered were crosso-checked. For 

the study ,. field survey was conductec durin~ the month of 

February 19 88 , just after harvesting season. This was an 

ideal time for data gathering purpose as it was easy to 

get peasants who would stay at their houses. Discussions 

with extension agents were found extremely useful. 

Secondary data were also extensively utilized. The 

main sources of secondary data "ere Arsi Rural Deve lopment 

Unit (ARDU), Arsi Agricultural Development Enterprise, 

Ministry of State Farm Development and Central Statistical 

Authority (CSA). 

3.2.3 Method of Analysis 

Both quantitative and qualitative methods are used. 

Simple analytical tools lil{e ratios and percentage are 

employed to analyse the data. Efficiency indicators 

like land productivity, cost o f produc tion and benefit/cost 

ratio are computed and compared . In addition, production 

func tions are also used to compare the economic performance 

of the state and peasant farms. Details of these methods 

are in chapter four. 
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3.3 Introduction to the Study Area 

3.3 . 1 Arsi Region (General) 

Arsi administrative re~ion is located southwest of 
Addis Ababa . It cove r s an area of 24,000 square km. Prior 
to the division of the countr~ into the new administrative 
r egions, Arsi was divided into th r ee Awrajas. These are; 
Chillalo, the largest of the three covering 47. 5 percent 
of the tota l area of the region , Ticho, with 30 percent 
of the total area of Arsi and Arba Gugu , the remotest of 
the three Awrajas . 

According to the 1984 population census, the population 
of Arsi is 1,662,232 of which 93 . 5 percent live in rural 
areas and en~aged in a~ricultural activities. The avera~e 
family size is about 5 persons and the densi t y of population 
is 70 pe rcent per square km.4 

Most of the Arsi region is wel l situated fo r agricultural 
production. The region has conducive a~ricult ural r esource 
base . Yield per hectare for Arsi has always been greater 
than the nat ional average. As a resul t, Ars i , which is 
the sma llest of al l the re~ ions covering less than 2 percent 
of the total area and acco~ntin~ for less than 4 pe rcent 
of the population of the count ry , contributes about 10 percent 
to the national cereal proc ':ction_ Arsi is one of the 
leading cereal producing regions and was des ignated "Surplus 
Producing". About a ouarter of Agricultural Marketing Corpo-
ration's (M1C 1 s) total cereal nurchases come frof'! Arsi. 
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Crop farming is the single most important agricultural 
activity of Arsi peasants. The major crops grown are wheat , 
barley, maize, sorghum, teff, beans and peas . Of all the 
crops, wheat and barley are the leading crops, particularly 
in Chillalo Awraja. Most of Arsi farmers raise livestock 
ae secondary activity . But, there are places, particularly 
in the low land area of Arba Gugu Awraja, where dairy 
farming is still the principal source of income. 

The presence and activities of CADU and later ARDU 
have made significant impact on the economic and social 
life of Arsi peasants . The projects have exposed Arsi 
f a rmers to improved agricultural inputs. Arsi peasants 
are more aware of and ready to accept new innovations. 
As a result, Arsi has been an experimental place for 
agricultural innovations. It is in Arsi that the two 
integrated rural development programes, namely CADU and 
ARDU were implemented. 

In the last 15 years fundamental changes have taken 
place in Arsi in the modes of agricultural production. 
New modes of agricultural production namely state and 
cooperative farmin g systems have emerged and became 
increasingly important. The pace and intensity of agrarian 
socialism in Arsi have been fast and high. Arsi is the 
region I<here villagization program was first tested. The 
process of collectivization in Arsi has been very intense. 
Peasants we re h~edlYorganized into producers cooperatives. 
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There are over 395 producer's cooperatives in Arsi 

and most of them have reached the hi~hest stage cultivating 

about 14 percent of the crop l and of the region. This is 

substantially a high figure than the national average. 

In general, the extent of agrarian socialism in the Arsi 

region is depicted in table 11 in which the relative share 

of the three farm catar,ories are given. 

Table 11 : Share of Different Farming Gatagories in 

Agricultural production and cultivated 

land (1986/87). 

A R S I E T H lOP I A 

Produc- Produc-
Land tion Land don 

Farm Catagories ( '01)0 ha .) % ('000 qu.) % ( ' 000 hal % ('000 qu.) 

State farms 31.88 7. 09 653.38 10.73 150.71 2.80 3,309.75 

cooperative farms 62.83 13.97 757.73 12 . 44 225.32 4. 19 2,329.68 

Peasant farms 354 .82 78 . 93 4,678.16 76 .82 4,995 .56 92.99 55,139.75 

Source: GSA, Agricultural Sample Survey, 1986/87. 

3.3.2 Arsi State Farms 

Prior to the Rural Land Proclamation of March 1975, 

there were many private commercial farms in Arsi region. 

To some extent these farms were the result of the demonst-

% 

5.44 

3.83 

90.72 

ration effect of Ghillalo Agricultural Development Unit (GADU) 

I 
I 
J 
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where land lords had found commercial farms more profitable. 

Most of these farms were quite profitable. 

Following the Rural Land Proclamation of March 1975, 

these farms were nationalized and most of them were distri-

buted to peasant farmers. The remaining farms which were 

found unsuitable for distribution were reorganized into 

state farms. The other state farms in Arsi were established 

during the last 15 years, some on new vergin land and 

others by removing and reallocating the inhabitants. At 

the beginning the size of each farm was very large. 

At present there are six state farms in Arsi adminis­

trative region . One of the farms, namely Ardaita was handed 

over to the ministry of agriculture in 1975 E.C. and now 

it serves as a training centre. State farms are located 

in different parts of Arsi region. The names, location 

and size of the Arsi state farms are given in table 12. 

l. 

2. 

3. 
4 . 

5. 
6 . 

Table 12. Name, Location and Size of the Arsi State 

Farms. 

Distance from 
Farms Miss Ababa(km) Awraja Size (ha) 

Addelle 263 Ticho 5 ,806 
Dixis 225 ; ' 7,326 
Garadella 305 Chilllno 5,241 
Goffer 325 " 4,698 
Lole 218 " 3,037 
Temella 291 " 5,421 



Year 

1980 

1981 
1982 
1983 
1984 
1985 
1986 

1987 
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The principal crop of the Arsi state farms is wheat. 
Arsi state farms account foral s ignificant share in the 
state farm subsector both interms of cultivated lana and .crop 
production. This could be seen from table 13 in which 
the percentage share of the Arsi state farms in the total 
land under ma jor crops and cereal production for the whole 
state farm subsector is given. 

Table 13. Land Under Ma jor CroEs and Ce real Production 
for Arsi and the Whole State Farro!;i in the 
.country. 

State Farms in the Country State Farms in Arsi 
Land Production Land Production ('000 ha) ( ' 000 qu. ) ('000 ha ) % ( '000 qu.) 

186.07 2 , 562.70 38.60 20 .7 646 . 25 
192.86 2,846. 66 41J.41 23.0 560.20 
172.20 2,545.35 36.09 20.9 405 . 07 
136.68 2,027 . 65 30.75 22.4 508.60 
137.88 2,250.22 33.91 24 . 5 568.93 
153.55 2,767.36 33.24 21. 6 643.17 
150.71 3,309.75 31. 46 20. 8 310.14 
151.82 3,21 2 .60 31.54 20.7 547.62 

Source : CSA, Time Serie s Data on Area , Production and 
Yield of Major Crops, 1986/87. 

% 

25.6 
19.6 
17.4 
25.0 
25.2 

23.2 

9.3 
17 .0 

Despite the f act that Arsi region has r e latively favour­
able a gricultural r e s ource base, productivity on the Arsi 
s t a t e f a r ms appears to be low . Mor eover , cost of product ion 
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for these farms are high . As a result, they are incurring 

huge losses . Each farm in Arsi is operating under specific 

environments. The f a rms diffe r in soil quality, climatic 

conditions and most importantly, they differ with regard 

to their economic performances. Each farm in the region 

has its own specific problems . To make r ec ommendati on, 

inorder to improve efficiency of these farms, it is e ssential 

to know the conditions under which each farm is operating. 

Toward this end, a brief description of each state farm 

in Arsi region is given in the following pages. 

1. Addelle Stat e Fa rm 

One of the s ix state farms in Arsi region is the Addelle 

state farms. The farm i s fou nd in Ticho Awraja at a distance 

of 1)8 km from Assella (the capital city of Arsi a dminis­

trat ive region) and of 263 km from Addis Ababa. The topo­

gr aphy of the farm vari es from fl at to rolling . The mean 

annual ra infall is 850 mm and the mean annual temprature 

is 14oC. At present , the size of the farm is 5,806 ha. 

Addelle state farm ~I as e st ablished in 1972 E.C. large ly 

by r emoving and marginalizing peasants. The principal crop 

is wheat. Soil at Addelle state farm is black clay and 

is very difficult for t illage . As a r esult , there is fre -

quent machine breakdown. The farm is r a infed. Weather 

condition is erratic and as a r esult, production fluctuates 

from year to year . The farm has seri ous weed problem and 

pl ant diseases. 
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2. Dixis State Fa rm 

Dixis state farm is found in Ticho Awraja. The farm 
was established hurriedly in 1970 E.C. without any feasibility 
study. Dixis farm is 98 km from Assella and 225 km f~om 
Addis Ababa. The mean annual rainfall and temprature being 
950 mm and 13.5 0 C respectively. There are 310 permanent 
employees on the farm. The size of the farm is 7,236 ha. 
Given the hardness of the soil and with the type of the 
machine the farm has, it has be came difficult to cultivate 
the land properly and on time. As a result , always there 
has been uncultivated land. Considering the type of the 
soil and availability of machines, the size of the farm 
is too large to manage. Frost (Woorch I) is a very serious 
problem of the farm which frequently has resulted in total 
crop failure. 

3. Garaddella State Farm 

The Garaddella farm is 305 km from Addis Ababa on the 
way to Bale Gobba . The farm was established on the place 
of nationalized commercia l f arms. Later on, peasants from 
the surrounding area were removed and the size of the farm 
was expanded tremendously reaching 12,000 ha. in 1977 E.C. 
The most serious problem of the Garaddella state farm is 
the unpredictable rainfall pattern. There are years for 
instance like 1979 E.C . when there was very little r ainfall. 
In years like this one there was total crop failure . In 
1979 E.C. crop yield per hectare was only 3 quintal. What 
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is puzz ling about Garaddella state farm is that there is 
a big lake near the farm which is increasing: in vOlume and 
covering part of the f arm land from year to year. On the 
other hand, the farm depends totally on unpredictable rain­
fall. There is no apparent reason why the lake can not 
be used for irrigation. 

4 . Goffer State Farm 

Goffer State farm was es t ab lished in 1972 E.C. in un­
planned manner by 'evicting' peasants from the land. At 
the beginning, the size of the farm was well over 10,000 
hectare. Later on, however, it wa s r e duced substantially 
and at present the size of the farm is 4 ,698 hectare. The 
farm has serious water logging problem. As the farm does 
not have proper drainage system there has been frequent 
crop failure during years of excess rainfall which is not 
uncommon . Goffer state farm is an example of modern 
"encl ave" in the midst of traditional agriculture. The 
surrounding peasants are mainly pasturalists. The past ura­
lists are hostile toward Goffer state farm as the farm 
has claimed their grazing land . 

5. Lole State Farm 

Lole farm is in Chillallo A~!raja only 45 km fram Assella. 
The topography of the farm is flat. There are 185 permanent 
employes. Wheat and barley a r e the principal crop of 
the farm. The farm was es t ab li shed by reorganizin~ the 
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nationalized commercial farms . Lole state farm differs 
from the other state farms in the region in many respects. 
The size of the farm is relative ly small (3,037 ha.). The 
soil of the farm is suitable for cUltivation. The farm 
is free of water logging and salinity problems. The 
surrounding community bene fit a lot from Lole state farm. 
They use the school and clinic of the farm. The farm 
demonstrates to the peasants the advantage of modern farm 
inputs. 

3.3.3 Sample Pe as ant Associations (PAs) 

As indicated earlie r, the objective is to compare 
the economic performance of state f a rms with that of private 
peasant farms . For this purpose 5 state farms in Arsi 
administrative re ~ion we r e se lected. To compere the per­
formance of each of these farms with that of peasant farms, 
one peasant association (PA) from the surrounding area of 
each state farm wa s sellected . Therefore , all in all, 
5 PAs were selected. The sampled PAs and the corresponding 
state farm with which each of them compared are the follow­
ing. 

Sample PAs State Farms 

1. Temmamma Addelle 

2. Sude Dalecha Dixis 

3. '·lamuda Tuse 01 Garaddell a 

4 . Kome Bita cha Goff e r 

5 . Arawacha Lol e . 
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The principal crops of thes e peasant associations are 
wheat and barley. From each sampled PA, 50 househo lds were 
randomly selected. From the selected private peasant 
farmers, the r equired information such as cultivated land, 
crop production, labour input, seed and fertilizer appli-
cation, inventory of farm implements, oxen ownership etc. 
were collected. The sampled PAs differ interms of size 
of membership. There is a lso significant variation within 
and among sample PAs interms of size of land holding. 

Table 14: ~lembershi p, No. of Sample Households and 
Average Land holding. 

Total No.of Sample Average Land PAs Membership Households % holding (ha. ) 

1. Temmamma 150 50 33 1. 60 
2. Sude Dalecha 100 50 50 2.32 
3. Mamuda Tuse 01 265 49 18 1.60 
4. Kome Bitacha 202 50 24 1.09 
5. Arawacha 276 49 17 1. 68 



FOOTNOTES 

1. GSA : Agricultural Sample Survey, 1986/87. 

2. Ibid. 

3 . Ibid . 

4. GSA : Population nnd Housing Gensus _ 1984. 



CHAPTER FOUR 

4. DATA ANALYSIS AND FINDINGS 

4.1 Farm Performance 

The objective is to measure and compare the e conomic 
performance of state and pea.sant farms through a case 
study method . For the purpose of this study, five state 
farms in Arsi administrative region were selected. The 
economic performance of these farms are compared with 
that of peasant farms in the same region. 

The two farm catagories are operating under different 
policy environment. State farms are considered by the 
government as models in the pro cess of agrarian transforma­
tion and hence enjoy top priority in resource allocation. 
On the other hand, the agricultural policy of the govern­
ment discriminates against the peasant sector inte rms of 
resources allocation and agri cultural pricing. Despite 
all the priorities and subs idies they enjoy, state farms 
are not performing we ll. It is widely believed that 
state farms are doing poorly even relative to the traditional 
peasant farms. This noti on , however, needs to be verified 
empirically. Various e ffici ency indicators can be used 
to measure and compare the economic performance of the two 
farm catagories. For this study, four criteria are used 
to me asure and compare the economic performance of the 
state and peasant f a rms in Arsi. The crit eria are 
(1) Land productivity, (2) Cost of production (3) Employment 

creation and (4) Resource use efficiency. 
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4.1.1 Land Productivity 

The simplest criterion to compare the economic perfor­

mance of the two farm catagories is land productivity. The 

principal crop of the farms under consideration is wheat. 

The five state farms in Arsi administrative region grow crop 

only during "Meher" (the main season), while some of the 

sample peasant farms produce during "Belg" season as well. 

In measuring and comparing the land productivity of the 

two farm catagories, however, "Bell' '' production is not 

included. Land productivity for the two farming systems 

is summarized in table 15. 

As it could be seen from table 15 . the land produc­

tivity of state farm is not much bette r than the traditional 

peasant farms. This is, of course, despite the fact that 

these state farms are hi ghly mechanized and use all sorts 

of modern agricultural inputs and in some cases occupy 

the best quality farm land by marginalizing the peasants. 

To know whether improvements regarding land productivity 

are being made over time, ave rage annual growth rate of 

land productivity was calculated. The average annual 

growth rat e of land productivity (Table 15) indicates that 

over the last 8 years, l and productivity of Arsi state 

farms has not been improving . 
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T .• ble 15 : Land Productivity (1 973 /74 - 1 9~0/el E. C. ) Stat.e and Pe"se.nt 

Farm in f..rsi. 

Land Productivity Ave r ap.e Annual 
Land Productivi ty 191]0/131 E. C. Growth r ate of land 
1~80/i11 E.C Productivity (1973/74 -- Nc .of 

1920/Gl) Household Nean Std. dey. State "?~rms Q/ha . Me?n Std . dev. PAs -----
1. Add·"ll€ 11).51 8.20 43. 8f T::l'!'!r:1af:1M2 50 5 .9 2 2 .4 1 
2. ri xis 10.34 4 . 40 37.11 Suoie Dalecha 50 11. 4 7 2.60 
3 . Garaddella 15.14 1.92 16 .92 Meinuda Tuse 49 I B. 43 7. 5} 
4. Goffer 10.(;1 0.76 29 . 29 1(08e Bitacha 50 0. 83 2.se 
5. L?1e 24.2(· 1. 33 e.37 Ara'Jacha 49 19. 27 5.82 

As a '~h01e 14.17 3 . 42 2.l f: As a l~hoJ.e 241\ 12.75 6.98 
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There is variation among the state farms interms of 
land productivity. Regarding the peasant farms, there is 
substantial variation among the sample PAs interms of land 
productivity. Moreover, yield per hectare greatly differs 
among sample households. 

Land productivity is found to be very low for two of 
the sample PAs, namely Temmamma and Kome Bitacha. In the 
case of Temmamma, farmers of this PA were "evicted" from 
the land when Addelle state farm was established in 1972 E.C. 
As the good quality farm land was given to Addelle state 
farms, the peasants are marginalized and compelled to culti­
vate the poor quality soil. As a result , land productivity 
for Temmamma PA is extremely low (only 5.92 quintals per 
hectare). 

The other PA with low land productivity is Kome 
Bitacha. Again , the main reason for the low level of land 
productivity for this PA appears to be the fact that the 
peasants are marginalized as the good quality agricultural 
land was given to Goffer state farm and producers coopera­
tives. In addition, a good part of agricultural land of 
Kome Bitacha was designated and demarcated as "government 
forest land". The land holding size in Kome Bitacha is 
very small and diminishing. As a result, many peasants 
from Kome Bitacha have migrated to the near by towns of 
Kofele and Shashemene. 
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~.l. 2 Cost of Production 

It is not correct to compare and evaluate the economic 

performance of the state and peasant f 8rms on t he bas is of 

land productivity criterion a lone. This i s be cause l and 

productivity does not i ndicate the cost incurred to produce 

a quint a l of grain. Therefore, inaddition t o l and produc­

tivity, we have to use cost of pr oduction as an additiona l 

criterion to evaluate the two farm catagories. 

The principal agricultural inputs in the tradit i onal 

peasant sector are land , labour and draft animals. The 

major cost e l ements and their va luation fo r the peasant 

f a rms are as follows. 

1. Labour- Labour input WciS measur ed in man-days 

(man-days ~Iere s t andardized by making eight hours of 

working time of an adult peasant equival ent to one man-day). 

The opportunity cost of agricultural l abour in the study 

area is the employment opportunity for the dai l y labourers 

in the state farms. The wage rate for daily l abourer in 

Arsi state farms is 1. 94 birr per day . Therefore, 1. 94 birr 

was used as shadow wage rat e to convert man-days into cost 

of labour input . 

2. Seed : The Agr icultural Marketing Corporation (AMC ) 

f a r m gate price was used to get the cost of seed input. 

3. Fertilizer:- Cost of fertilizer i nput was calculated 

by taking the price of fertilizer that the peasants were 

cha rged by Se rvice Cooper a tives which distribute fertilizer 
to peasant f a rmers . I 

J 
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4. Oxen: It is a well know fact that for the Ethiopian 
peasants oxen are the primary capital input. Yet, this 
essential capital e l ement is in short supply. Far.mers who 
do not own a p~ir of oxen, in many cases, hire and pay 
certain amount of rent. The payment r ate varies from region 
to region. In the case of the study area (Arsi region), 
the payment for using one ox for one year is about five 
quinta~of grain. The AMC farm gate price of five quintals 
of grain was used as the cost of an ox per year. 

The major cost elements for Arsi state farms are:-

1. Cost of direct materials:- This includes the cost 
of seed, fertilizer and chemicals. Arsi state farms are 
large users of imported fertilizers, herbicides, pesticides 
and other chemicals. 

2. Cost of machine use ; - The cost of machine use 
is based on the ch8rge r ates fixed by the Ministry of State 
Farm Development for different types of agri cultura l 
machinery. 

3. Indirect Cost:- It includes costs of farm overhe~d 
and borrowing . 

The cost of production per quintal for the two farm 
catagories is ~iven in table 16. In 1980/81 E.C., the cost 
of production per quintal of grain for Arsi state farms, 
on the average, was 101.68 birr . In the same year, peasant 
farms, on the average, incurred 35.09 birr to produce a 
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quintal of grain . Crop yield per hectare for state farms 
which on the average happened to be sl i ght ly greater than 
that of peasant farms, there f ore , appears to be achi eved 
at the expense of hi gh financial cost of production. 

Over the last 8 years , cost of production per unit of 
output for Arsi state farm has been increasing substantiably. 
This could be seen from the ave r age annual growth rate of 
cost of production which is gi ven in table 16. 

There is s i gnificant variation among the 5 PAs interms of 
cost of product i on per quintal of grai n . For the two PAs, 
namely Temmamma and Kome Bitacha for which yield per hectare 
was found to be low , cost of production per unit of output 
also happened to be relatively high. The extent of variabi lity 
among the sample households within a peasant association interms 
of pro~lction cost is also high. Simi l arly, there is variation 
among the 5 stat e farms interms of cost of production per 
unit of output. 

The cost of producing one quintal of grain in Arsi state 
farms during the last 8 years, on the average, was 75.61 birr. 
On the other hand, the Agricultural Marketing Corporation's 
CAMC's) farmgate price for t he agricultural products of t hese 
farms , on the average, remains to be 45 birr per quintal. As 
a result of this great divergence between cost of production 
and selling price, Arsi state farms have been incurring huge 
losses every year. The AMC farmgate price was used to calculate 
the losses . The e xtent of losses incurred by the 5 Arsi state 
farms over the last 8 years measured a s Gross Revenue fr om 
sale minus Total Cost of Production is given i n table 17. 



St at" 1"armF 

1. Add~lle 

2 . Dixis 

3. Gatajdella 

4 . bof~"r 

5. Lol" 

as d whole 

---- --

- (;5 -

Table 1~, Cost of Production (1973/74-1980/81 E.C . ) State 

and Peasant Farms in Arsi. 

Cost of 
Production 
1980/81 E.C . 
Birr/quintal 

89.90 

104 .83 

154 .96 

104 .41 

54 .31 

101. 68 

Averate Annual 
grovTth rate of cns t 
of production 
(1973/74-1980/81 E.C) 
Mean Std . dev. 

6 .80 41.09 

15.79 70.14 

77 .29 166.58 

18 . 64 52 .66 

25. 57 11. .36 

28.81 27 . 92 

PA.s 

TemTTlamma 

No.of 
Housei101d 

50 

Sude l'e1echa 50 

Hamuda Tuse 49 

Kome Bitacha 50 

Ara"acha 49 

as a "hole 248 

Cost of 
production 
Eirr/quinta1 
(1980/81 E.C) 
Mean Std.d~v. 

49.27 17.'13 

25.17 E .. 43 

?4.72 8.00 

46. 49 18.41 

30 , 53 12.51 

35. 00 16 . 51 

---- ---
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Tabl e 17 : Annual Losses - "rsi State f a rm(1973/74-1 980/81 E.C . ) 

Crop Gross 
Farms Year(E .C) P.evenue Total Cost Loss 

1973/74 2 .645,370 5,185 ; 117 (2,539, 747) 

1974/75 4,542,300 6 , 059 , 603 (1 , 517 , 300) 

1975/76 2 ,638 , 395 5, 950 ,922 (3 , 312,527) 

Adde lle 1976/77 4,411) , 315 6,1.39 , 629 (1 , 729,314) 

1977 /78 5 ,,168,835 5,918,201 (7 49, 366) 

1978/79 4 ,593, 825 5 ,71. 7 ,213 (1 , 153 , 388) 

1979 /80 2, 77 1 , 235 5 , 295,735 (2 , 524,500) 

1980/81 7, 747 , 565 5 , l,B9 . 107 ( 2, 741 ,542) 

29,517,!140 l,B, 785,527 (16 , 267,69 7) 

1973/74 5 , 453 , 395 10 ,317 , 939 (/1,ilIi4,544) 

1974/75 4 , 934 , 835 9,001,941 (4 ,067, 106) 

1975/71i 3, 854,025 8, 481 , 093 (4 , 62 7 , 06 8) 

Dixis 1976/77 7 , 167, 645 9,633,362 (2 , 465,717) 

1977 /7 8 6 , 263 , 865 R, 836,811 (2,572 , 946) 

1978/79 7, 946,955 7 ,288,h14 (65 8, 341) 

1979/80 3 , 185,340 7, 821 , 346 (4,636,006) 

1980/81 3 , 409, 920 7,043, 892 (4 , 533,972) 

42 , 215 ,.980 S'l , 324 , 998 (27 , lOe, 91 8) 

1973/74 7,453 , 665 9, 121 , 485 (1 ,66 7, 820) 

1974/75 11 , 688 , 420 11 , 480 , 168 (2 , 791,74 8) 

1975/76 8,395,650 10,129 , 228 (1 , 733,578) 

Garaddella 1976177 6 , 106,005 11 , 328 , 581 (5 , 222 , 570) 

1977 /78 7,5 91 , 005 9 ,256 , 127 (1 , 665, 122) 

197", /79 4,140 , 765 4 , 645,280 (504,515) 

1')79 /80 585 , 585 3 , 568 ) 115 (2 , 9C3 , 230) 

1980/ 111 6 , 779.205 5 , 377 ,860 (1 , 401,345) 

49, 740 , 300 64 , 90 7 , 5l,4 (15,167,244) 



Table 17 Cont ' d. 

Crop Gross 
Farms Year(F. .C. ) Revenue Total Cost Loss 

1973/74 4,522 , 590 5,,66 /1- ,489 (1 , 141 ,899) 
1974/75 4 ,.363 , 055 7 ,2(1 2, 205 (2, 919, 140) 
1975/76 2 , 74 8,375 5,790 , 1l0 (3.041 , 735) 

Goffer 1975 /77 2 ,, 1,09, 345 6, 396, 0lf\ (3 ,906 ,(,73) 
1977/78 2 ,')06,955 (', 013 , 007 (3 , 10(, , 052) 
197q/79 3,80 3,085 4 , 294 , 25(- (1.91,171) 
1979/(>0 2 , 01,0 , 705 5 , 03 2, 9~0 (2 ., 992 , 235) 
1980/ Pl 2,242 ,84 5 5 ,204 , 021 (2,961 , 176) 

23, 031i,965 45 ,(;77 ,,0% (2 2,640 , 131) 

1973/74 2,395 , 655 2,5'12 , 630 (186, 975) 
1974/75 2 , 650,320 2 ,fo 7f' , 2P.O ( 27 ,960 ) 
1 975/76 2 , 1,54, 030 2,017 , 102 (363 ,072) 

Lol" 1976 /77 2, 793 ,f;90 3 , 377 , 806 (584 , 1l6) 
1977 /7 P· 3,562 , 20() 3 ,82 7, 019 (265 ,R19) 
19 71' /7 9 3,408,300 2969 , 099 (439, 201) 
1f)79/flO 3, 221 , 235 3,3M\, 71,4 (145 , 509) 
1980/31 3 , 316,500 4 ,002 , 703 ( 686 ,203) 

23 , e01 , 930 25 ,;;21 , 3[1 3 (1 ,G19 ,453) 

Grand Tot al 168, 313 ,000 251 ,316 ,000 ( 83003 , 000) 



1. 
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3. 

4 . 

5. 

- 67 -

The ratio known as benefit/cost ratio could also be 

a good indicator to make comparative evaluation between 

the state and peasant farms. The ratio is c&lculated by 

dividing Gross Revenue by Total Cost of Production. It 

shows the amount of r eturn per unit of cost incurred. 

In computing the benefit/cost ratio for the two farms catagories 

under consideration, market prices were used. The calculated 

ratios for the state and peasant farms in Arsi are given 

in Table 18. 

Table 18. Benefit/Cost Ratio-State and Peasant 

Farms in Arsi. 

Benefit/Cost Ratio Benefit/Cost Ratio 

State Farms Mean Std.Dev. PAs Mean Std.Dev. 

Addelle .63 .16 Temmamma .66 .19 

Dixis . 60 .23 Sude Dalecha 1. 26 .33 

Garaddella .75 .31 Mamuda Tuse 1. 32 .39 

Goffer .55 .18 Kome Bitacha .72 .n 

Lole . 92 .10 Arawacha 1.08 .28 

as a whole .69 . 24 as a whole 1.01 .40 
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4.1.3 Employment Creat i on 

In a country like Ethiopia where the r e is unemployment 
problem, the creation of employment opportunity should be 
one of the mos t import ant obj ec tives of development policies . 
In rural Ethiopia , the extent of disguised unemployment is 
be lieved t o be substantially high. More ove r, the agricultural 
l abour force is relative ly cheap. The r efo r e, inview of 
the virtual absence of employment opportunity f or the agri­
cultural labour out s i de the a~ricultural sector, farming 
system that employs more of t his cheap f act or of product i on 
would be commendable . 

One of the stated object ives of state f a rms has been 
to create employment opportunity in or der t o a llevi at e the 
unemp l oyment problem of the country. Cotton gr owing state 
farms have contribut ed a lot toward this goal . As the 
production of cotton is of labour intens ive nature, these 
farms employ quite a l a r ge numbe r of people. In the case 
of f oodgrain pr oducti on , howeve r, stat e f arms ar e highly 
mechanized t o create sufficient employment opportunity 
for unskille d agricultura l labour. 

Arsi state farms emp l oy very few workers relative to 
their size. For instance, the land/labour r ati o calculated 
as he ct are per one pe rmanent worker for the Ar si state farms 
a s a wh ol e is 24.08. This means that fo r every 24 hectar e 
there is only one permanent emp l oyee . Moreover, as they 
are highly mechanized, Arsi state farms could not cr eate 
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empl oyment opoortunity fo r the peasants in the r egi on. 
The se f a rms emp l oy very few daily labourers and that is 
mainly during the weeding season. In ge ne ral , as Arsi 
state farms are highly mechanized, their demand f or unskilled 
agricultural l abour is r e l ative l y low~ On the other hand, 
production in the peasant sector is characterized by hi gh 
level of labour intensity. The degree of l abour intensity 
could be measured by t aking the ratio of labour input per 
hectare. 

To assess the extent of l abour intensity of t he state 
farms, time series data fo r the last e i ght years on direct 
l abour input and cultivated a r ea were used, whil e f or the 
peasant f ar ms cr oss-sectional data for the crop year of 
19 80/81 E.C. we r e utili zed . The degree of labour intensity 
measured as man- days per hectare for the state and peasant 
farms under cons i deration i s s iven in Table 19. 

From table 19, it could be i nferred that the l abour 
absorption capacity of the stat e farm is substantially 
l ower than that of peasant farms. Therefore, if we are 
t o e valuate the tW0 farm catagories, name ly state and peasant 
farms on the basis of employment creation criterion, the 
pr eferrence is clearly i nf avour: of the latter one. 

In Ethi op i a, the limiting factor of production is 
capital. Labour i s r e l atively abundant and cheep. Under 
such condition, it would be advisable t o choose l abour 
intensive method of production. Food~rain producing state 
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Table 19 : Labour Intensity (1973/74 - 1980/Rl) State and Peasant 

St a te Far,"s 

1. Adde lle 

2. Dixie 

3. Garaddella 

4. Gaffe r 

S . Lole 

As a whole 

Far",s in Arsi. 

Labour Intens i t y 
( 1980/n1) 

~fan-days / ha 

16 . 84 

10.56 

11. 76 

9.84 

21. 70 

14 . 14 

Averape Annual 
?r mrth r ate of 
labour Intensity 

~fean Std. dev . 

13. 82 43 . 43 

8 . 58 46 .62 

4 . 01 65. 9'3 

18 .04 86 .21 

10.82 31. 2.5 

9 .64 46. 78 

PAs 

Temmam..rna 

Sude Da1echa 

~al!'uda Tuse 

Kor;e l'itacha 

Ar fl'rJacha 

As a whole 

No.of 
Household 

50 

50 

49 

50 

49 

248 

Labour Intensity 
(l980 /fll E.C) 
man-days/ha. 
Mean Std . dev. 

80. 84 26 . 13 

60 . 76 16.23 

104.70 30 .21 

100 .04 30 . 98 

107. 27 23 .01 

90.94 32 . 25 
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farms, however, are not mak ing sufficient use of cheap 
agricultural labour. On the contary, these farms are highly 
mechanized and depend to a large extent on imported agricul-
tural machinery. 

The level of mechanization of state farms could be 
seen from their capital labour ratios. For the Arsi state 
farms, this ratio is computed on the basis of the value of 
fixed assets per employee. In calculating this ratio net 
value of fixed assets i.e. net of accumulated depreciation 
was used. Moreover, in computing the ratio only permanent 
workers were considered. The capital labour ratio for the 
five Arsi state farms is ~iven in Table 20. 

Table 20: Average Annual Value of Fixed Asset/Employee -
Arsi State Farm!'!'.1973174-1979/80 E.C.). 

No. of Fixed Assets State Farms Value of Fixed Assets Employee Employee 

l. Adde11e 3,768,417 227 16,600 2. Dixis 7 , 597 , 485 278 27,329 3. Garadda11a 4,930,336 305 16,165 4. Goffer 3,721 , 323 300 12 .. 404 5. Lole 1,574,393 142 11,087 as a whole 21,591,954 1,252 17,245 

As it could be seen from table 20, the capital labour ratio is relatively large particularly for a country like 
Ethiopia where the fixed assets are to be imported and given 



- 72 -
, , the acute-shortage of foreign exchange. In the case of Arsi 

state farms, the major cost element is the cost of machine 
use. The cost of machine use for these farms were estimated 
on the basis of the charge rates fixed by the Ministry of 
State Farm Development for different types of machinery. 
The annual cost of machine use as percentage of total cost 
of production for the five Arsi state farm is summarized 
in table 21. 

Table 21: Average Annual Cost of Machine Use-Arsi 
State Farms. (1973/74 - 1980/81 E.C.) 

Cost 
as % Farms Cost of Machine Use Total Cost Cost 

1. Adde11e 1,588,980 5,723,190 2. Dixis 2,030,831 8,665,624 3. Garadde11a 2,039,541 8,113,443 4. Goffer 1,481,919 5,709,637 5. Lole 715,498 3,202,797 as a whole 7,856,771 31,414,694 

of Machi~ 
of Total 

27.76 
23.43 
25.13 
25.95 
22.33 

25.00 

Regarding the peasant sector, virtually there is no 
"capita" input in the conventional usage of the term. The 
Ethiopian peasant are extremely undercapitalized. For Ethiopian 
peasants, capital consists of rudimentary a~ricultural 
implements like wooden plough and "Marasha". The single 
most important capital ~lement in the traditional peasant 
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sector is draught animals (principally oxen). But, this 
essential capital element is in acute shortage. The situation 
of oxen ownership in the five sample PAs is summarized in 
Table 22. 

Table 22:0Xen Ownership (1980/81 E.C.) 

Oxen/household % of Households with 
PAs Mean Std.Dev. No Ox One Ox Two Oxen >two 

Temmamma .60 .67 50 40 10 0 
Sude Dalecha 1. 32 1.05 26 28 40 6 
Mamuda Tuse 1. 24 .90 24.48 30.61 42.85 2.0lj 
Kome Bitacha .70 .67 42 46 12 0 
Arawacha 2.18 1. 21 10.2 12.24 48.97 28.57 
as a whole 1.19 1. 06 30.53 31. 37 30.76 7.32 

The proportion of sample households without oxen is 
30.53 percent, while 31.37 percent of them have only one ox. 
There is substantial variation among households with respect 
to oxen ownership. 

Modern agricultural inputs are still either unknown 
or unavailable to a large portion of Ethiopian peasants. 
For instance . the proportion of farmers who use chemical 
fertilizer does not exceed 10 percent. In the case of the 
study area (Arsi) which is regarded as one of the leading 
regions in fertilizer consumption , shortage in the supply 
of fertilizer coupled with its high price relative to the 
price of agricultural products have discouraged and prevented 

Oxen 
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peasants from using fertilizer in the recommended amount. 
The rate of fertilizer application in the five sample PAs 
is summarized in table 23. 

Table 23: Fertilizer Application Rate (1980/81 E.C.) 

No. of Q/ha PAs Households Mean Std. Dev. 
l. Temmamma 50 0.01 0.70 2. Sude Dalecha 50 0.40 0.26 3. Mamuda Tuse 49 0.38 0.37 4 . Kome Bitacha 50 0.45 0.57 5. Arawacha 49 0.63 0.20 as a whole 248 0.37 0.39 

The recommended fertilizer application rate by the 
Institute of Agricultural Research (IAR) is one quintal per 
hectare. The application rate in the samole PAs is lower 
than this norm. 

The extent of variation among the households with respect 
to fertilizer application is significantly high. This could 
be seen from the standard deviation column in table 23. In 
some of the sample PAs only very few peasants were found 
using fertilizer. For instance, in the case of Temmamma 
PA, it was found that only one farmer applied fertilizer 
during the crop year of 1980/81 E. C. 
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4.1.4 Resource Use Efficiency 

Of all the criteria , efficiency in resource use probably 
would be the most comprehensive one to make comparative 
evaluation between different farm catagories. Various 
methodologies have been developed to measure and compare 
pe.rformance of farms of different size. 

One of the widely used methods for measuring efficiency 
in agriculture is the Cobb-Douglas production function. 
The function has simple functional form. The general form 
of Cobb-Dougles production function is 

y = eu ............ . .. (l) 

where 

y = quantity of output 

Xi = quantity of input i(i = I-n) 

bi = output elasticity of input i(i = I-n) 

bo = constant term 

u = error term 

The general functional form of (1) is empirically estimated 
by transforming it into the log linear form of 

The coefficients of Cobb-Douglas specification have 
important economic interpretations. Marginal productivity 
of inputs could be derived from the Cobb - Douglas specification. 
Information, regarding the degree of returns to scale could 
also be obtained from specification of this type . 
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For all these reasons, the Cobb-Douglas production 
function has been used in this study as one more criterion 
to evaluate the economic performance of Arsi State Farms 
against that of peasant farms in the same re~ion. Separate 
production functions for the two farm cata~ories are 
specified. The variables used in the model are given in 
table 24. 

Table 24: Variables used 

Variables Definition and Measurement 

Output (Y) Agricultural production in quintal a s 

Land(XI ) 

Labour(X2) 

well as in value term using AMC farm 
gate price. 

Cultivated land in hectare 

Labour input measured in man-days and 
wages. 

Cost of direct material inputs. It 
includes cost of seed and fertilizer. 

For the state farm, this is the cost 
of machine use based on the charge rates 
fixed by the Ministry of State Farm 
Development. For the peasant fann,this 
variable is the number of oxen. 

" , 

Farm overhead(X
5 ) This is the administrative cost at farm level. 

Indirect Cost(X6 ) This variable is used in the model specified 
for the state farm. It includes the adminis­
trative cost of enterprise and corporation 
plus cost of borrowing. 
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Time series data of eiv,ht years obtained from five Arsi 

state farms were fitted to the log linear functional form 
of (2). Ordinary Least Square method (OLS) was used to 
estimate the parameters. The estimated coefficients of 
parameters are summarized in table 25. In conducting 
Chow Test, it was found that there is variation among the 
farms. As a result, separate production functions were 
specified for each of the five state farms. 

Judging the specification on the basis of the standard 
error, R2 and F - ratio, it appears that the data well 
fitted the model. As it could be seen from table 25, 
however, not all coefficients are statistically significant. 
In other words, not all variables determine the level of 
production. To determine the important variables, step 
wise regression was conducted. Results of step wise 
regression reveal that only some of the variables are 
important in influencing the level of output. 

For Addelle and Dixis state farms, all coefficients 
are statistically significant implying that all the variables 
are important in determining the level of output. In the 
case of Garaddella , direct material input and cost of 
borrowing on the one hand and output on the other hand are 
uncorrelated. For Goffer, land and overhead cost proved 
to be the important variables, while in the case of Lole, 

, 

land and l abo ur are the important variables in influencing 
the level of output. 
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According to the step wise regression results, land 

is an important variable which strongly influences the level 

of production on all the five state farms. The coefficient 

of land for three of the farms is negative. The prevailence 

of negative elasticity of land for the big size farms (Addelle, 

Dixis and Garaddella) with positive elasticity for the small 

size farm (Lole) is an indication of the existence of inverse 

relationship between farm size and productivity. 

Labour is another impoptant variable that significantly 

influences the level of production on four of the state farms. 

Except for Garaddella, the sign of the coefficient of labour 

is positive for the remaining farms. Farm overhead cost is 

also an important variable in influencing production. 

Surprisingly enough, the sign of this variable is positive 

for three of the farms. The stepwise regression results also 

show that for three of the farms, cost of machine us e 

significantly determines the level of production. 

The coefficient of material input for Dixis is negative 

and statistically significant implying the application of 

disproportionately large quantity of direct material inputs 

(seed, fertilizer, pesticides) in r elation to other factors 

of inputs. This farm has serious weed problem. As aresult, 

the rate of pesticide application is relatively large. 

Regarding the peasant farms, cross-sectional data for 

the crop year of 1980/81 E.C. collected from 248 private 

peasants in five PAs were fitted to the log linear functional 
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Table 25: Estimated Coefficients -. State Fa=s 

C 0 E F F I C I E N T S 

Xl X2 X3 X4 X5 X6 
R2 

Standard' State Farms Constant Land Labour Material Machine Farm over Indirect F-ratio error of n 
head cost estimates ---

1 .i'~delle -39.5137 -2.202 7* .3774* 1. 9475* 1. 2378** 2.5084** 2. 6020** .99 94.92 .014 8 
(.3718) ( .0594) ( . 2452) (.1003) (.1882) ( . 2052) 

2 Dixis 11. 8342 -4 .8249* 2. 1641* -3.1083 1.8127* 1.9915* - . 49(;2 .99 21.4 7 .034 8 
(.6997) (.2224) (.4430) ( . 240(» (.3111) (.2586) 

3 Gcradde11a -10.2/,73 -2 . 3042 -. 6381 .2464 2.6420* 2. 4091* -.7988 .99 70 .21; .050 8 
(.5993) ( .296 3) ( . 4742) (.2792) ( . 3236) ( . 4364) 

4 Gc ff e r 7.3379 1.1496 .3115 . 4433 .008t; -. :3 77S ... 946 7 .88 1.24 .120 8 
(.8056) (.2958) (1.1')4 :) ( .5660) (1.1442) ( .9526) ----

S Lc.le 1. 2247 .7145 . 4534* -.3674 .2773 . 2580 -.3561 . 99 122.60 .006 3 
(.2314) ( .0 730) ( .1384) (.0515) ( . 51<;0) ( . 0(184) ._--

As a 1<ho1e -.2218 -.264 Q . 4926*** .1';189 .4110 .4007 - . 8238* .59 8 .23 . 152 40 
(.4007) ( . 1663) (.4188) ( .29)6) ( .2816) ( .4276) ---

Firures in parenthesis are standard errors 
*** Significant at 1% l evel 

** n " 5% n 

* n " lO::{ n 

n = number of observations 
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form of (2).~he estimated coefficients for the five PAs 

are given in table 26. Again, in conducting Chow Test, 

it was found that there is variation among the five PAs. 

Accordingly , separate production functions were specified 

for each PA. 

On the basis of the values of R2, standard error and 

F-ratio, it appears that the model provides a good fit 

for the underlying data , expecially for a cross-sectional 

data of the type used in this study. The calculated F-ratio 

for each PA indicates the overall significance of the 

regression model. 

The coefficient of labour for all the five PAs is 

statistically significant. Moreover, for the five PAs, 

the sign of coefficient of labour is positive. Its magnitude 

ranges from .2598 to 1.6864. This implies that labour is 

the most important variable that positively influences 

the level of production on peasant farms. 

Except for Temmamma, the coefficient of land for the 

remaining PAs is statistically significant with positive 

sign implying that land is another important variable which 

favourably influe nces the level of agricultural production 

in the peasant sector. In the case of Temmamma, the 

coefficient of land is not significantly different from 

zero meaning that for Temmamma PA, land is not an important 

variable in determining agricultural production. This is 

not surprising as the peasants of this PA are marginalized 

and compelled to CUltivate the poorest quality farm land. 
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'Ihe':peasants were "evicted" from their l and when the Addelle 
state farm was es tablished in 1972 E.C. 

For Temmamma PA, the coefficient of fertilizer is 
not statistically si gnificant and with negative sign implying 
that fertilizer application does not have positive impact 
on the level of agricultural production. Fertilizer applica­
tion rate in Temmamma is extremely low. For instance, 
only one farmer was found applying fertilizer in 1980/81 E.C. 
crop year . 

Marginal productivity of land and labour (the two most 
important factors of production) was calculate d for the state 
and peasant farms unde r consideration. The r esults are 
summarized in table 27. For three of the state farms, 
namely Dixis, Garaddella and Addelle mar~inal productivity 
of land is negative in the magnitude of -71.31, -33.36 
and -32 .26 respectively. The size of these farms, with 
negative marginal productivity of l and, are very big. 
For Lole state farm, the marginal productivity of land is 
16.74. The size of this farm is small compared to the 
other farms. For the five state farms as a whole, marginal 
productivity of land is -4.23. 

The prevailence of negative marginal pr oductivity of 
land in the state farms probably could be due to the fact 
that the size of these f arms are t oo big. In other words, 
it indicates that these f a rms employ disproportionately 
large amount of farm land in relat i on to other fact ors of 
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T~b1e 26 , Estimated Co efficients - PAs 

C 0 E F F I C I E N T S 

Xl X2 X3 X4 Constant Land Labour Seed Fertilizer 

-3. 53 76 .1558 1.6864*** .2200 -.001)9 
(.1504) (.2695) ( . 1533) ( .04(3) 

-. 7111 . 3609*** . 6810*** . 156()H,* .0181 
( . 1039) ( .1640 ( .0517) ( .0135) 

-.9040 .6015*** .845 7*,H .0M,1 .0695*** 
( . 2481) (.1939) (.1466) ( .0201) 

.m~2 .6198*** .2598** .0915 .940(,*** 
( . 0956) (. 1217) (.0863) ( .0094) 

• 2 . 02i5 .5978*** 1. 2856**t, -.0097 .0605 
(.1499) (.2067) ( .0708) ( .0794) 

-1. 79~ 5 .3789*** 1.0408*** .1674*** .0997*** 
( .OE21i) (.0897) (.0554) (,0088) 

Figur es in par en thesis a r e s t andard e rrors 
"'**sirnificant at 17. level 

it* " : : 5% " 

'" " " 107 " 
n ~ number of observat ions 

St andar d 
X5 e r ror of 

Oxen R2 F-ratio e st imate n 

.1003 .69 19.70 .094 50 
(.0<)06) 

.0216 . 75 27 .54 .056 50 
( .0333) 

-----.1200 . 78 31.11 .023 49 
( .1088 ) 

---.0075 .89 75. 54 .059 50 
( . 0442) 

--------.1088* .90 79.64 .030 49 
(.0624) 

.1132*** .84 264.50 .126 248 
(.0366) 
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production. The negative marginal productivity of land for 
the state farms implies that any additional farm land will 
decrease agricultural production. 

Regarding the peasant farms, marginal productivity of 
land is positive for all the PAs ranging from .92 to 11.51. 
This impies that any additional farm land in the peasant 
sector will increase af,ricultural production sif,nificantly. 
On the basis of marginal productivity of land, therefore, 
it is preferrable to redistribute agricultural land frOm 
the state to peasant farms. 

Marginal productivity of labour was also calculated 
for both farm catagories. The marginal productivity of 
labour in value term is given in table 27. In the case of 
the state farms, marginal value productivity of labour 
is positive for most of the farms ranging in magnitude from 
3.46 to 50.22. For the five state farms as a whole, marginal 
productivity of labour is 9.1. For the peasant farms as 
a whole, marginal productivity of labour is 2.86. This 
implies that additional labour input will increase agricul­
tural production more on the state than on peasant farms. 
Therefore, on the basis of marginal productivity of labour, 
it seems advisable to reallocate labour from the peasant 
to state farms. 
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Table 27: r'!arp.:inal Productivity of Land and Labour 
State and Peasant Farms. 

State Farms Nl'PLand MVPLb PAs MPPLand MVPLabour 
a our 

1 Addelle -32.26 fi.27 Temmamma .92 2.14 

2 Dixis - 71.31 50.22 Sude Dalecha 11.0il 2.39 

3 Garaddella -35 . % - 14.69 Hamud Tuse 4.11 2.74 

4 Gaffer 14.74 3.4£; Kame Bitacha 5.47 0.42 
5. Lole 16.74 B.9? Arawacha 11.51 4.33 

As a wbole -4 . 23 9 . 10 As a ~.hole 4. [13 2. 116 

MPPLand = ~arginal Physical Productivity of land 

MVP - Marginal value productivity of labour -Labour 
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1.2 Factors Impeding Productivity in State Farms 

Despite the allocation of large amounts of resources, 
the performance of state farms as a ~lhole interms of 
productivity, financial returns as well as innovative 
capacity to initiate agrarian transformati on remains below 
expectation. There are a number of factors that have 
contributed to the inefficiencies in the state farms. 
Generally, the f ollowings are considered as the main 
reasons for the prevailing lO~T level efficiency in the state 
farm subsector as a whole. 

1. State farms were hurriedly established and this 
gave rise to managerial and organizational problems. 

2. The control mechanism in the state farm subsector 
is extremely centralized involving many organizational 
hierarchies. As a r esult, decieions are delayed. Moreover, 
this gave rise to unnecessary overhead cost. 

3. ~lost of the state farms are heavily capitalized 
with equipments much of which frequently are out of 
operation due to shortage of spare parts. 

4. In state farms, planning is done basically in I 
physical terms without considering the financial and economic 
aspects. 

5. Even if state farms are paid hi gher prices than 
private peasants by the Agricultural Marketing Corporation 
(AMC), they are still paid below import parity prices. 
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In addition t o the above general problems prevailing 
in the state farm subsector, there are also problems 
specific to each state farm. In the case of the state 
farms in Arsi administrative region there are a lot of 
factors contributing .to the unsatisfactory performance of 
these farms. On the basis of field survey and the infor­
mation gathered, the followings are identified as serious 
problems hindering productivity in the Arsi state farms. 

(i) Most of the types of a~ricultural machinery in 

Arsi state farms are not suitable for the type of 
the soil of these farms. For instance, in the case 
of Addelle and Dixis, where the soil is very hard, 
there is fr equent machine breakdown. Most of 
the agricultural machinery are out of operation. 

The re is acute shortage of spare parts . 

(ii) Most of the farms have serious weed and plant 

disease problem. The farms have been using the 

same variety of s eeds .for many years. Moreover, 
the same type of chemicals have been in use for 
a l ong period of time. As a result, weed and other 
plant diseases have bec ome resistant to chemicals. 

(iii) The size of ea ch farm in Arsi is seyeral thousand 
hectare. Conside ring the availability of other 

factors of production, it is f ound that the size 

of the se farms are too big t o mana~e. 
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(iv) Some of the state farms in Arsi were established 
on new land without any feasibility study 
regarding the suitability of the soil. Later 
on, it was found that the soil at some 0f the 
farms is not suitable f or cultiv~tion. For in­
stance, the land at Gaffer has serious water 
logging problem frequently resulting in crop 
failure. At Addelle, the soil is very hard to 
cultivate properly and on time. 

(v) The farms do not have sufficient social services 
for the workers. 

(iv) There are shortages of trained technicians and 
tractor ope rators. 



CHAPTER FIVE 

5. CONCLUSION AND RECOMMENDATIONS 

5.1 Conclusion 

The Ethiopian economy is based on agriculture which is 

the oldest industry that is deeply rooted in the Ethiopian 

culture. Poverty and underdevelopment in Ethiopia are 

related to the sluggish performance of agriculture which 

contributes nearly 50 per cent t o the GDP. The agricultural 

sector is characterized by farm fr agmentation, stagnation 

in growth and instability due to climatic variation. 

Ethiopian is endowed with suitable climatic conditions 

and fertile soil for agricultural production. The country 

has huge and largely unexploited livestock and fishery 

sectors . Ethiopia is a country whose potential for 

producing food has be en subjected to the expression of 

great expectation in the past. Recently, such optimistic 

opinions have been withdrawn and replaced by gloomy forcast. 

The extent of food crisis now facing the country is such 

that the very survival of millions of Ethiopians is threa­

tened. It is a paradox that a country like Ethiopia with 

rich agricultural resource base could not feed its people 

and relys on external food aid. 

At present. there are three main types of agricultural 

production in Ethiopia. These are: state. cooperative 

and private peasant farms. As it has been the de c lared 

intention of the gove rnment to collectivize the agricultural 
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sector, its agricultural policy discri~inates against 
peasant farms. State and cooperative farms get top priority 
interms of resource allocation and are subsidized. 

The Ethiopian government has made great effort to 
transform the agricultural sector on socialist path of 
development. One of the strategies to facilitate the agrarian 
transformation has been the establishment of state farms. 
Currently, the state farm subsector accounts for only about 
5 percent of total agricultural production. But interms 
of resource allocation, this subsector is the most privi­
laged one. Over 70 percent of capital expenditure for the 
agricultural sector, 90 percent of improved seeds and 80 
percent of chemical fertilizers are allocated to the state 
farms. For the subsector that accounts for only 5 percent 
of agricultural production, this allocation of resources 
is indeed disproportionate. 

What is alarming about state farms is that despite 
the disproportionat e allocati on of resources, their economic 
performance have been unsatisfactory. The Ethiopian 
government has been pursing a resource allocation policy 
that is imbalance and favours the least efficient state 
farms. One possible explanation that could justify this 
policy is if state farms are considered as infant industries 
with potential future efficie ncy. But the reality does 
not support this a rgument. State farms have passed a 
reasonable period of infancy without any indication of 
improvement. There fore , the resource allocation policy 
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of the government appears to be wasteful and a more rational 
approach toward the peasant sector probably may improve 
agricultural ~rowth. 

To know the extent of inefficiency of state farms 
relative to peasant farms, it is essential to have empirical 
studies which show the comparative performance of the two 
farm catagories. For policy makers such information is 
of great help to make a more rational allocation of 
resources between the state and peasant farms. 

In this study, an attempt has been made to compare the 
economic performance of five state farms in Arsi with that 
of private peasant farms in the same region. Four criteria 
were used to compare the performance of the two farming 
systems. The criteria are: (1) land productivity, (2) cost 
of production, (3) employment creation and (~) marginal 
productivity of factor inputs. 

On the basis of land productivity it was found that 
state farms are not doing better than peasant farms. Land 
productivity in state farms is not much better than the 
traditional peasant farms. In some cases yield per hectare 
for state farms was found to be even lower than that of 
peasant farms . This is despite the fact that the state 
farms under consideration are highly mechanized and in 
some cases occupy the best quality farm land by marginaliz­
ing the peasants. The average annual growth rate of land 
productivity indicates that over the last 8 years, no 
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improvement has been made interms of yield per hectare. 

Cost of production per unit of output is found to be 
extremely high for state farms. The cost of producing one 
quintal of grain in Arsi state farms is three times higher 
than that of peasant farms. Moreover, during the last 
8 years cost of production per unit of output for Arsi 
state farms has been increasing substantially. The larger 
proportion of the cost of production for Arsi state farms 
is found to be indirect cost. The indirect cost, which 
includes enterprise and corporation overhead plus cost of 
borrowing, accounts for about 50 percent of the total cost 
of production. 

State farms are highly mechanized by Ethiopian standard. 
As a result, these farms could not create employment 
opportunity. Arsi state farms hRve 20-30 hectare per 
employee. The farms are heavily dependent on imported 
agricultural machinery. The cost of machine use for Arsi 
state farms is substantially high. The farms do not make 
use of peasant labour and hence create virtually no 
employment opportunities for the surrounding community. 

Marginal productivity of land for state farms is found 
to be lower than that of peasant farms. Infact, for most 
of the state farms, marginal productivity of land is 
negative. The prevailence of negative mar~inal productivity 
of land in the state farms is principally due to the excess­
ive oversize of the farms. The state farms under considera­
tion have large amount of farm land in relation to other 
faoto~s of p~odu¢tion. 
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Regarding the peasant farms, marginal productivity 
of land is found to be positive. This implies that any 
additional farm land in the peasant sector will increase 
agricultural production. Therefore, on the basis of 
marginal productivity of land, it is commendable to 
redistribute agricultural land from the state to peasant 
farms. 

On the other hand, marginal productivity of labour is 
found to be higher for the state farms. The high magnitude 
of marginal productivity of labour for Arsi state farms 
indicates that these farms employ very littly amount of 
labour relative to other factors of production (particularly 
in relation to farm land). Considering the availability 
of cheap agricultural labour it would be preferrable to 
employ more of this factor of input in the state farms. 

In general , in this study it was f ound that the private 
peasant farms in many cases are doing better than the state 
farms. In peasant farms yield per hectare is higher, 
cost of production per unit of output is lower and marginal 
productivity of land is hi~her. However, it should be 
bornein mind that this is only in relative terms, i.e., 
when it is compared to the state farms. Otherwise, it 
does not mean that productivity in peasant sector is 
satisfactory. 

The peasant sector is facing a number of problems. 
Agricultural policy of the government discriminates against 
private peasants interms of resource allocation and 
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agricultural pricing. Private p9 Bsants do not have access 
to modern agricultural inputs. The land holding system 
does not encourage peasants to make long term investment 
on agricultural land-in-order to improve productivity. 
In some cases, particularly in the study area , peasants 
were "evicted" and marginalized in order to establish 
state and cooperative farms. Production technology in 
the peasant sector is extremely backward. It is against 
all these odds that the private peasants are doing relatively 
better than the most privilaged state farms. 

5.2 Recommendations 

The empirica l results of the s tudy show that despite 
all the priorities they enjoy, state f a rms are performing 
poorly relative to the traditional peasant farms. Sta te 
farms are facing a l ot of problems. The issue is how to 
improve efficiency of state farms. Toward this end, on 
the basis of the findings of the study, the following 
recommendations are made. 

1. Regarding objective : State farms have many objectives. 
Of all the objectives one seems to dominate the others. 
The primary objective of st ate farms has been to supply 
the urban centres and the army with foodgrain. Needless 
to say, it seems as if this objective is to be achieved 
at any cost (at least implicitly). Given the extremely 
high cost of producti on in the s t a t e f a rms , this ob,jective 
should be reassesse~ In other words , the o~j ective of 



- 94 -
supplying the urban economy with food grain must incorporate 
cost element. 

2. Re garding planning: At present, planning in the 
state farm sector is done essentially in physical terms. 
Farms are evaluated on the base of target quota (usually 
volume of production and cultivated area) . This makes farm 
managers concentrate on the attainment of the target and 
rather ne glect the cost incurred in achieving the target. 
To make state farms cost conscious planning has to be done 
basically in economic terms. Moreover, f arms should be 
evaluated on the basis of efficiency criteria. 

3. Regarding orgainizational hierarchy : The control 
mechanism in the state farm sect or is excessively centralized. 
In the process of decision making farms do not have saying. 
Decisions regarding any activity are referred to higher 
tier l evel (usually corporation). In the case of Arsi state 
farms decisions regarding even routine activities such as 
types of crops to plant, time of cultivation etc. are first, 
referred to Arsi Agricultural Deve lopment Enterprise 
t'he.n, the enterprise r e fers to the Southern Agricultural 
Development Corporation. In this way before the decision 
is made and reach the farms, considerable period of time 
will e l apse. On the other hand, it is a well known fact 
that time is a crucial factor in agriculture as every 
activity has to be accomplished within a specified period 
of time. 
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The excessively centralized control system which leaves 
the farms without power in the process of decision making 
makes the people a t the farm level f ee l less responsible. 
To shorten the period of decision making and give the farms 
certain power, the present control mechanism needs to be 
decentralized . 

The existing organizational hierarchy in the state farm 
subsector which involves many tiers (farms, enterprise, 
corporation and ministry) gave rise to unnecessary and too 
much over head cost. If the enterprise is given more power 
in coordinating the activities of state farms, there is 
no apparent reason to have the corporation. 

4. Regarding agricultural pricing and marketing : State 
farms operate in the economic environment which is largely 
created by the government. State farms themselves are 
the creation of the government. The prices of agricultural 
products of state farms are fixed. Even if they are paid 
higher prices than private peasants, state farms are still 
paid much below import parity prices. On the other hand, 
prices of agricultural inputs have been increasing. Therefore, 
to improve efficiency in state farms, this condition 
regarding the high and increasing prices of agricultural 
inputs on the one hand, and the low and fixed prices for 
the output of these farms needs to be rec onsidered. 

The principal buyer of foodgrain from the state farms 
is the ministry of defence. The main reason why state 
farms are incurring large amount of interest cost is that 
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they are not paid on time. In some cases, it was found 
that state farms have been supplying the army with foodgrain 
on credit without being paid for more than 8 years. 

5. Regarding mechanization : Foodgrain producing 
state farms are highly mechanized by Ethiopian standard. 
They are heavily dependent on imported agricultural 
machinery. Given the scarcity of foreign exchange and 
taking into account the relatively abundant agricultural 
labour, labour intensive method of producti on should be 
used in the state farms. 
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APPENDIX I 

Questionnaire Prepared for State Farms in Arsi 

Objective: The objective of this Questionnaire is to 
obtain information which will be helpful to evaluate 
the economic performance of state farms in Arsi and 
to identify problems facing these farms. The use of 
the information l'lill be limited to academic circle. 
Therefore, you are kindly requested to fill in the 

necessary information. 

Name of the farm 

Distance from Addis Ababa 

Awraj a 

Woreda 

Altitude 

Topography 

Mean annual temprature 

Mean annual rainfall 

1. Please give us a brief historical account of the 

farm 

2 . What are the objectives of the farm (rank them)? 

2. 1 Production of foodgrain 1----7 
2.2 Employment creation 1-- --7 



3. 

4. 
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2 .3 Profit generation 1---7 
2.4 Provision of innovative and technical service/-- 7 
2.5 Other, s pecify 

How is the farm's performance evaluated? 

3.1 Volume of output 1 ---7 

3.2 Area of cultivated land / ---7 

3.3 Profit p:'enerated 1 ----7 

3.4 Other, specify 

What are the ma,j or prob lems facinp.: the farm? 
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5. La~d allocated fo r di fferent crops(ha.) 

YEA R (E.C.) -------------------------------------------------------------------------Cr.ops 1971/72 1~' 72173 1973/7~ 197~ 175 1975176 1976177 197717 8 197fl179 1979/ 80 1980/81 ------.---

6. Amount of c r ops produ ced (quintal) 

---_._--- -----------------------------------------------------
YEA R (E.C) 

Cr ops 1971/72 1972/73 1973 / 74 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80 1980/ 81 ---- ------------
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7. Jmp]oyment (permanent and seasonal) 

YEA R (E.C.) 
EIDflcyment 19~!/72 1972/73 1973/74 1974/75 1975/76 1976/77 

f ermanent 

Seasonal 

Total 

--- - -

8. Employment (productive and non-productive) 

---------

----------
E1lll'loyment 19/i/72 1972/73 

Productive 

Non' -produc­

tive 

Total 

YEA R (E .C.) 

1973/74 1974/ 75 1975/76 1976/77 

Q
~-\, 

~ -

'i!ti /"" >' \ 
't," ~ 

~ 
l 
~ 

) ,. 
1977 /7 rJ 197~/79 1979/80 1980/81 

1977/78 1978/79 1979/80 1980/81 



---

- 105 -

9. Fertilizer and Herbicide used 

Fertilizer YEA R (E.C.) 
and 

Herbicide 1971/72 1972/73 

Fertilizer 
(qut. ) 

Herbicide 
(liter) 

1973/74 1974/75 1975/76 1976 /77 

10 . Seed used (quintal) 

Y EA R ( E.C.) 

1977/78 1978/79 1979/80 1980/81 

( rops 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 19i7/78 1978',9 1979/80 1980/81 
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11. Investment allocated to the fa rm 

YEA R (E . C) 
Investment 1971/72 1972/73 19 73/74 1974/75 1975/70 1976/77 1977/78 1978/ 79 1979/80 1980/81 Fixed Capital 
'.orkin]; Capital 

':ot ~1 

12. Cost of Production 

- --- ----------- --------- - - --------------Cos t Y EA R (E. C.) 
e lemE ::..tst 1971 /72 1972 /73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/ 79 1979/80 1980/81 

-----
D1 ~ec t 1abol!r 
Din ct _aa t eria1s 
!1achin .~ use 

Over~ead 

Total 

1971/72 

13. Prof it/loss 

1972/7 3 1973/ 74 1974/75 1975/76 1976/77 1977/7 8 1978/79 1979/80 1980/81 ----- -------------------------------------------------------------------------------
-----



APPEtJDIX II 

Questionnaire Prepared for Private Peasants in Arsi 

l. 

2 . 

3. 

\ 4. 

5 . 

6. 

Alvraj a 

Woreda 

PA 

Date of Inquiry 

Name 

Age 

Sex 

Educational level 

Position held in 

Family membe r s 

Name 

PA 

Sex 

7. What are the major crops you produce? 

8. Do you produce during "Belg" season? 

9. If yes, which crops? 
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10. How many qu i ntals did you p r oduce durin~ last 
"meher" and "Belg"? 

Crops "Meher" 

11. How many plots of farm l a nd do you have? 

12. S i ze of holding (ha. or Timad ) 

Cultivated Farrow Grazing Total 

13. Cultivated a rea and Grop production 
Crops Area( ha) Production(nuintal) . 

14. How many d ay s in a week do you work on your farm? 

15. How many hours in a day do you work on your farm? 

16. How many oxen do you have? 

17. If you do not have a pair of oxen , how do you 
cultivate your land? 
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1 8 . Farm tools/ i mpleme nts 

Tools/implements I Quantity I Value Remari< 

I 

~-----~--------~----~ 
19 . Do you use ferti l izer? 

20 . If no, why? 

21. How ma ny quintals of fertilizer did you use 
l ast year ? 

22 . Seeds used for diffe r ent crops 

Seeds(quinta l ) 
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