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THE D~V E lOPtmIT OF /IGO\ ! ClIL r URl\l PRODUC ERS I 

COOPE RIITIV ES IN ETHIOPI {\ : CAS ES FROM AP.s1 REGIOP 

A B S T R A CT 

Thi s thesis is deirec t ed a t the pe rfo rmance evaluati cn of the 

coope rat ives su b sector - both a t the mac ro an d mi c ro leve l s- a s we ll as 

the s t ucly of the p rob I ems of deve I opm8n t of the coope rat i V\) s \" i th a 

view of mak ing recommenda ti ons wh ich may enha nce the deve lorment of th e 

agricul t ura l sector in gene ral and t he coorerat ive sector in particul a r . 

Resul ts indicate thil t the pe rformance of the coop0rilt ive sub 

sector at the ma c ro l eve l hav'J b"en l es s than sllt isfactory . While the 

coope r2tive farms are becoming more and more resource intens ive, producti ­

vi ti es of th" main factor s of pr,xluction, l and and labo r Me dec l in ing . 

This imply a need to count eract Cl gainst facto rs \, hi ch causo the decl ine . 

The c l imatic condition i s one nbviou5 cause. The need t o coonte rac t 

the drough t con diti on om the one han e:, and the ava il a0ility uf huge , 

_,,--.:.atil i s nJ l il bor or, the o the r t h;m sugges t s l abor inves tment t cwa rds the 

development of irri ga t ed ag ricultu re. Mac ro l eve l s tu d ies al so indica t ed 

poor perfo rmance of th e coope rati ve secto r compilred with the i ndi vi dua l 

and state farms in terms of yi e ld . From t he v iew point of maximizing 

re tu rns from land to the soc ie t y, t h i s sugg ests re t a ining land unde r 

privat e hol d ings than pl acing t hem un de r coope ra t ives , whi ch in turn may 

imply a s low ra t e of g rowth of t hat sub sec t or . 
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Th" perf()rmancc eva luati on of the coopc ril tiv<o s at the micro l e vel 

was specifica ll y d irect ed at look ing into the ir a ll ocat ive eff ic iency. 

Towards that end this study was conducted on 26 ACHicultural produce rs' 

cooperatives in Arsi Re~ i on . The se cooperatives were classifi e d into 

groups on the bas is of techno l og ica l facto rs. Repre sentat ive farms 

were derived from each ~roup and Linea r Pro~ramming mode l s were develop-

ed for each of the represcn tat i ve fa rms . CUIllPd rison of the ac tue I 

witn tne optim,,; ;.Jattern indicated sub-o" tioou lit y in their crupping 

patterr,. In all cases results su~gested a reallocat ion of land away from 

the two oasic iJro~ucts of ti,e rOJ io!1 . :tJeat u~d ;;Mi"y - to other crops . 

The o,)cimal ~.attern Which 'was outained frorl' tne computer analysis 

uiffered from o ne typica l farr" to "nothe r - a si tu ation IYhi ch sU9Jest 

a differentiated l and use ~olicy. 

I-Is far as r8source us e i s cunce rned, l and, in the vj.lt im3 1 so lution 

was fo und to be a I ioo i ting factor, in o il the coolJeratives, whose 

,~ ry'nal val ue prod uct inc rea ses Nith a dec rea se in land - labor rat io 

su~ges tin g a neea fo r an a~iJrUpridte l and hulding and land allocation 

pol icy for each 0 ; t he coulleratives "Ihich t uKes r" source availabi lity of 

the coo~eratives into accuunt. Our study a lso showed und"rutiliza tion of 

p lowing labor and ox puwer . St i II , howeve r, duriny this operationa l 
of 

~eriou, coo~~ratives util ize hired tracto rs. Underuti I i za tion/l a bor a nd 

ox puwer, on th" one hdnd , and the us e of hired tr ac tors o n the oth e r 

t""" im,:>!i"s a neell t o uvo iJ hired tractors, which, in turn suggest a 

xii 



n".,,, to look int ~' tne uovcrn,,".mts' po l icy '. F hiring stat ions. The 

Of-t im" l s0lution also shOl'led that vI<:eJ iP9, horvestiny dnti /or threshing 

IDoor are I imiting for son~ cooperatives. In these coope rat i ves, 

nowever, ther., ex ists a bunaant unut i I iseu fall,i l y l a bor. Tilis the:n 

su yges t a need to Jr~w pol icy which wil l e nsure the fluw o f f a lo ily 

laoor int o the ope ra ti on s of tl, e coope ra tives. In ,nos t of the 

SOCidl is t c·:luntr ies this proOlem .-las reso l ved by introducting f amily 

contrdct syste,,,. 

Tile 5 tu ',y a I 50 i nJ i ca teu a nUllibe r uf ~ r .lb I " fil S wil i cll ham,>e r the 

develo;Jment ot cOOfler"t i ves. One i.lI~ortant ,}roblem i s the input - out~ 

put IJr ic in:J syst0nl which creates disincentive on the coo?e r dtives to 

inc rease the 'r pruducts . This problem is !l;c;inly t he resul t of th e 

Uldrkclt l fl :;, ';Q ,i cy of th e liove rn!.lent whi ch restrict s the coo~e r a tiv(}s 5;; 1<:: 

of their pr2 JuC(; t ,) the I-II ' ,C •. a problem whose sJ luti on call for t.h" 

intrwJuctic'l of COiti;) et i tiot i ill the ;)urchase of in put s and the. Sd!e of 

out;.lut. Ot. her p roblems in c lude the prublem of dec l ini ng i.-,co",e of 

'ne"lbers ";hich cannot cover thei r expend iture, p rob lems of f 'Jrr.ed member­

ship and absence of deloocracy in t he decis ion milk ing fJ roces, tne solutions 

o f which respectively req uire untyi ng labor fro,1I unnecessary operations 

of the cooper,H ives) so th at It r,;ay create add itiona l inCChlp., by introduc­

in~ the farn il : contr.Jct systeru, establlshi,,!; the coo,Jeroti,es in acco rda nce 

with the " rinci p l e of vo l untarisrll and e nh ancing members' participatiun in 

the ce(:! iun mak ing ,Jrocess. 
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CHAPTER 

I rlTfWOUCT I v,~ 

1.1. 3ACK~RvU "' lJ AfW STATEviENT UF THE PRObLEf'\S 

Agriculture has been a nd s t i ll i s the mainstay o f the E thi opi~n 

;onorny in terms of i' ts contribution to the gross domestic product, 

em~loyment .3 nd f oroi gn exchdngc. And much of the deve lo pment policies 

of Ethio>, ia huve been ag ri cul tural I"J on es. Thi s h.'1s been we ll arti-

cul a ted in ;>oiici es drawn aft er th e Third Five Year p la n. Since th e n, a ll 

~olicies which ha ve been drawn and applied both by the Imperial Government 

a nd by the Re vo lutionury Government a fter 1974 a imed at develop i ng tha t 

sector. 

I rres;Jectiv(; of the v3ri ous pol ieies d rawn to Jeve lop the sector, 

between I ;lb%9 a nd 1::Hj2/~3 agr i cu 1 tu r a 1 ~ ross do",es t I c product i all grew by 

about IJ.8 "ercent in r,"a l terms wh i l e thiC- agricultura l popul a tion grew by 

aoout 3 1 pe rcent. The result is a decline in the per capita income of the 

ag rarian po?ul ati on by 11. 2 pe rcen t . 

The sluggish growth of the agricultural sec tor has resulted in a 

10w ra te of growth of agricultural surp lus a nd has caused an increase in 

Imports of food into the country. Further, the l ag in agricult ura l 

devel ofl,nent has made it impossible to stock any reserve thereby mak ing it 

i'''possible t o con trol th e drought problem tha t th e country has been f a cing 

r e~ea tedly-: ,What rea l ly are the. causes for such unsatisfactory performance 

of that s"ctor? \~h " t are its prob l ems of ,kvelo pment'i wh a t arc the soluti ons 

t .; th" fJrob le,ns 'i 
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For long, whil", the structure of the agricultural sector, th ilt is, 

its d"",,,n dence on individual farms has been g iven as one explanation 

for its baa pe:rfonnance, changing th at structure on the bosis of ,no d", rn 

anJ I"rg.: scale: farms has b"en suggest",d as th<o solution for the problems. 

In vi.;" 01' th i s , the task of organizing thG scattered peasant farms into 

producers' Cooperatives 1 has been the concern of the Ethiopian Govern­

m~nts both i~. the past and the present. 

Cooperatives as instruments for devc: lt·oment of the agricultural sector 

were first proposed for use in the pre ravo lutionary period ''lith the 

promulgation of Decree 44/U6G. Their l,:;,.lo rtance was further cr.1 phasi zeJ 

in subsequent year s of tIlL ~rev i 0US i~o'jl..!rnmen t, i.e., during the pe ri ods 

of the ~"cond .:I n d Th i rd Five Y "" r P I a n s.. lleco rd i ng to the documen t of the 

~econd t"ive Year tJ1 :jn, in an economy pl~nned with the objecti ve of in -

creasing ~roduction. raisi ng saving pot"ntial, improving I iving conditions, 

i>roviding soci a l servic"s and oh" ring Gil t he citizens an equal ,,~, portunity 

of contriouting t o the economic and socia l ;; rog ress of th ·~ country, the 

cooperdtive fortil of or:J 2 nj z~ tio i1 Ciln tJlay a Vtry irnj-J0rtant role . Hence, 

the dOCUiilent a rgues fo r a cOf;1prehensjv~; usc of d ifferent ferms of cooper3"" 

tives to enlarge t!1" scope of 8Gonomic and social progr<.)ss of the people 

in the eli,pire (Second Five Ye" r Bl a n , 1;162). Subsequently, during th8 

s8cond plan period a cooperative soc ie ty l egi sl il tive law '"as enacted . In 

the Third Five Year plan document ar incr"asing use of the cooperatives in 

u ~v idcr range of productive ac tiv it ies was emphasized . Hov.,rever, in vi e,\' of 

the overwhelmingly ag ricultural character e f the economy, its grea t&st 

use '1a5 to be in th& rura I £ector. 
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After the 1.J73/lI, revolution, Ethiopi a opt ,, '] f o r the soci~li5t 

W<J Y of development If/hich gave a wi ·,je r sco pe for th e use of th l'! cooper;~ -

tives . Th e s cop~ of t h ~ ir utilisation has inc r e~s0d becaus e sociali sm 

i s based on soci a l ov, ne rship o f the means of Ilroducti:> n in t"", fo rms -

state and coopera tives . Given this r e'1uirment, the dev t:; lopment of producers' 

coope ratives in post revolutiona ry Ethi o :. ia h·) s becolile a necessity. The 

fa ct that they Br e the re~uira"ent s of the socio economic system is 

indicateJ by the various pol ici " s of th e GOV8 rn ment which prov ide ve,rious 

incen ti ves to enha nce th e ir d e velopmen ·~ The sta te h il s g ive n i) l e gal g round 

wh i cn encuu rages th e ires t a b I i sh i; l ~n tin the j i rect i ve 0 f Jun e I :37:30 They 

receive prefer" ntial trea tment in supply of ag riculturalinput s including 

agricultural credi ts . They al so L:njoy l owe r l a nd t ax a nd disproportionate 

SUP;Jo rt frum .; inistry of .-;\Jr icu l turc extensi 0n and cooperative staff. 

Irresp0ctive of til t.:! various incenti ves that are provided to them, 

ho\."eV8 r, t h e deve lopme nt of pr.; Jucers cooperatives hos not been .:1Il i mp ressive 

one as the fo llo;~ ing tabl e indica t es. 

Table 1. 1. 

Y ea r 

I 97J/tJO" 

1:)8u/8 1* 
~ 

l::idl/ !l I~ * 
1 ~db/o 7 

Sou r CG : 
;, 

** 

Deve 1021nent of Pro j uc e rs I Coopera t i ves 

Area und e r cul ti vation by 
produco rs's cooperatives as 
perce nt of tot,,1 ;,u ltivated 
l and 

O. I 

1. 5 
1. . 2 
2 . 2 ~J 

Output produced by 
coope rat i V :-3S as 
pe rcent of t o t a l 
Agricultural prod uction 

o .. 1 
I • 1 
1. 3 
/..24 

Ca l cuL:lted From NBi; , Lln ,lu .J I Reror t , Various i SSU0S 

PhAC, Three Y 8~ r Plan P. 41. 
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Further, vilrious '(BCrO 1 e ve I s tud icc s~o" th .:. t the produc<lrs I 

cooperatives ha ve not yet a chieved average yields for th .: m::lin ce re<l ls 

which are comparable with those obtained en ave rage by individual f~rmers 

(I"orld Ba n k, 1~fj7 ) . Other quali ta ti ve - compa r a ti ve invest ig at ions a lso 

rank cootleratlv"s second aft"r the ind ividuiJl peaselnt f arms in t e rms of 

their a llocati ve eff iciency (measured in t e rr"S of the ca pac ity to " bsorb 

labor, rate o f profit on capit a l, and crop yields) an d second afte r the 
· '1· 

stelte f a rms in terms of the provisi o n of mnrketable surplus. The virtues 

of producers' cooperatives .Ias obs e rved only In the potential that the y 

provide f or accumulation [Griffin and Hay, 1985]. Whil e macro l eve l 

stuoi~s involve the usual aggregat ion biases, the study made by Griffin 

"t al .,·JS not su pport ed by quantiti1tive evidence. 

What We have prav i ded above, then g ive rise to the fo 11 owi ng 

specific probl ems. 

How did t:h e producers' coo perativ" s develop in th e pre and 

post 19711 periodl 

What had been the ir pe rformance? Is it really as indica ted 

by the various macre l e vel studi es? 

Wh .:1 t are the constraints of development of th e coope ratives?2 

Wh a t are th e sulutions to th e problems? 

1.2. OBJECTIVES 

Given the a bove probl ems, the stlecific objectives of this paper 

includ e : 

1. To outl i ne th e evolut ion and devel opmen t of Igricultural 

producers' cooperatives to the p resent. 
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2. To ev ,-, l ua te the ir pcrforma nc;;l systw,la tically in such 

va ri ab l es as : membt: r ship , a r c::'! cultiva t ed membe rs' income, 

capita l and their a llocative eff i c iency. 

j . To l ook into th e va ri ous fac tors that h3ve constrained 

the ir de v0 10pment . 

4. 
.. 

From (2) a nd (3) ar rive a t po l icy reco)JlCllendations which 
, J 

may contribute to the deve lopment of producers' cooperatives. 

1.3. I~ETHODS el F TH E STUDY 

1.3.1. General 

1.3 . 1 . 1. !,iece s of pubi ished informa ti c,ns we re pu ll ed t oge the r in 

outl ining tho evo lution a nd develop,",:nt producers' coope ratives to the 

present. 

loa. 1. 2 . Pe rforma nce eva lua tion of the coope ratives vias carried out 

using the var ia bles indicated in the obj ect i" e pa rt both at mac ro a nd 

f a rm l e ve l s . 

1.3 .1. 3. ,·luch of t na problems of dGvebpmc,nt o f th e coo~eratives were 

captured f rom in t e rvi ews ca rri ed wi th tae offici a l s '(Executive committee 

me'lioers) of the coope ra tives a nd indivi dua ls members. 

1.3.2. Dota Reguiren~nts a nd Oato Co ll ec ti on 

Th ", study involved the use of both oggrGga t e data a nd datu gene rat.::d 

at farm level from coope ra tive s . 

1.3.2.1. To study t he evol ut ion and devc lo pf1l€nt of Agricultura l produce r s ' 

coope ra t i ves una to eva 1 ua t e the i r pclrfo rmance a t ",ac ro 1 eve 1 agg reg3 t ,~ d,:lta 

on membe rs hi p, a rea cu ltivCl t ed, production , uti l izCltion o f diffe ren t f a c t ors 

of production , and oth e r ,"\'\.~ l f a re indices such .:1S income and oth t:: rs It/e re 
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r~quired . i'1ost of these data were col l e.cted froil! var ious inst itut ions 

including, ;1 lnisty of Agric;.Jl ture Peas,' nt I\ssoc ia tion and Coope r 3t iv8 

Dev",lo~ment D ~pc, rt :ne llit Ce ntra l Sta tisti cs ~\uthor i ty a nd the Nat ional 

oank of Ethiopi a. 

1.3.2.2. Pe rfo rma nce eva luation o f the coope r3 tives at th e micro-l evel 

r equ i res data genera ted f rom the cooperat i ves farms. Such data were 

obt a in ed frJm cooper3 tive s in Arsi Region. 

Various fa ctors have ent e r ed in the choice of Arsi as a study 
r~g ion. 

(i) The avai labll i ty of a CuITl f) C'-.·h"nsiv", ru l ativc ly r e i iabl ;:, "nd 

Mi n i stry; " I i s t which i nc l ud;:,s uata on different variabl es. 

Such a list i s not ava i lable for othe r r eg ions, o r if it is 

a vai l a bl ~ it l acks pr 0pe r org~nizution z nd cl a rity . 

This VIas foun d t o be i mportant a nd \-IOl S us ed olS a choic e va ri z ble 
beca use the li st WaS us ed as a s~mp l ~ fram~ ~nd th e da t a with it t o 

a rrange the coope rat ives into d iff e rent strata . 

(i i) The r e lative l y high level of deve lopment reached by Agri­
cultural Producers' Cooperat ives in that region. According 
to the 1986/87 Annua l Report of the PeasOl nt Assoc ia tion 

a nti Cooperative Development Departmen t of the i1 ini s try o f 

Agricu lture, 51 pe rcent of th e total cooperatives cs t ab l ished 

a nd deve loped in the count ry arc found in three adm ini s tra ti ve 

r eg ions ; name ly Arsi, Shoa and '.lo j jam . Of th e three regi ons 
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Arsi provid es re l ativeiy w., ll deve loped coopc ra tivcs f or 

th " study. Tabl" 1. 2 . provid<; s th e pi::ture. 

(ii i) A re 13 ti vc ly long er exper iencz in coope rative work. Arsi 

was and still is t " kGn to be a deve loprilent region . Deca use 

of this, in the past, deve lopment a genci es such a s CAUU ~ n d 

AROU were ope rating in it. In promoting agricu ltura l 

development in the r egi o n , th e se institutions were o rganising 

Coopsra tivcs a nd were providing institutio"al support to 

enhance th" i r deve lopment. Thus, coo,Je mt ive work in th i s 

r eg ion has a longe r history an d JXperiClOce tea n others, which 

,nukes it pert i nen t for the s tuuy . 

T3D le 1.2. The Situation o f Coop.; ra tlv"s in Thr ee 

hdmi n i st rat i ve R~g ions (1 979 E. C. ) 

Coope re t i VG Capital 

Adm i n i strat iv l3 1\10 .. of coo~ts t1cmbe rs as pe r Ox- Li3nd - man 

Reg ion Malba \/0 I be 
percent of PA memb e r man 

membe ts (Birr) Rat io 

/IRS I 76 313 16.4 635.56 1.39 

SHOA ll83 147 2. 3 469 .96 1. 34 

GOJJAM 440 37 9 .3 516 .90 1. \14 

Source: Ministry of ~riculture , Poasant Association a nd 

Coop 8ra tivc Deve lopment Depa rtment, Annual Report 

1:179 E.C. 

Ratio (ha) 

2.07 

1.94 

1.87 
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Given ttl~ above justifications, Arsi prov ided the Unl ve ra& t o be 

sarnp I ed and "d ch p roduc " r s I cooperat i va fa rm f orm8d t he samp I e un it. >\ 

I i s t o f cooperativ" s es t ab l ished in that ad,oi n istrilt ive region, which 

contClilled da ta o n differen t va ri ;]b l es, was ub t 3 ined and was used as a 

sampl e fr ame . Deta i I s of the samp ling method and method of da ta co II ec-

tion is provid ed in chapter 5. 

1.3.3. Data Ana lysis 

In its ani1 l ysis pa rt, th e pape r basi ca lly ;:,ppli es qua n.!Jtative 

techniques of di fferent l evels of compiexity. 

Ratios , percentilges and growth ril t es Ol r ", us ed t o eva luat e the i r 

pe rformance in such variables as m~mbers hrp~ a rea cu lti vated, prOd uction, 

members inceme and capi ta l as we ll <3 S in t he stLldy of problems of 

deve I opmen t of coope ra t i ves • 

A mor~ regorous math ematical t echniques a re used to eva luate the 

relative ~ ff iciency of t he cooperative sector a nd in ana lysing the 

optimal ity of resource use at f a rm leve l. Whi le parti a l 

producti vity indicies we re c a lculat ed in dete rmining the ir relative 

efficiency, t he Lin ea r Programmina :1e thod "iaS used in the an a l ysis of 

the ir al locative e fficiency a t the micro-level . Detai l s of the methods o f 

analysis a re provided in t he ir res pec t i ve pa rts. 



The Coo""ra ti ve s ector in Ethiopia, is ~ot uS ye t .Je ll studi e d. 
Litra ture in t his ar..:;a is therefo re sca rce. What -=ve r l i tl {e information 

avaii:lble which i s concerned \-l ith the p8rforma nce and prob lems o f the 

s ecto r i s reviewed in this section. 

Aj i t kumar Ghose, has a ttempt ed to evalu a t e the ,le r fonn3 nce o f the 

sector in terms of the numbe r of cooperatives that have been esta blished 

and conclude s t ha t t he progrAss in coopara ti v isat ion has baen qui t e 

disappointing. It is disappoint in], acco rding t o this author, because no 

We il a nd has been f n " " '~' not have ma ny peasant associations tra nsformed 

th emselve s fu ll y into Ma lbas or ,",,, Ibns. He eXil lain s th e disappo inting 

progress by the choice of the Gove rnment to accord priotity to ~x pa n d ing 

the stata farm sector . This h"s become a p r:)b l em beca use both state farms 

_r,d r ~opcra:ives a r c supposed to be based on ca p ital a nd technol ogy in­
t ensive l arge sca l e farming ar,d hence ha ve become c"mpet i tors fo r state 

invcs tr..ent a nd impo rte d agr i c~ltura l goods . Ghose p resen ts the Government 

programme of cooperativisation that is p r em is ed on s tat e inves tment and 

imported input s as th e ba s i c fl a',-I in cGopera t ive development. Acc:o rJ ing to 

hi m, in Ethiopian condition (wher.; there is no real economic su rp lu s ) 

coope ra ti ve farming can be r aga rded as supe ri o r to peasant farmin9 not 

because the fo rme r is l a rge r in sca l e th a n the latt e r, but beca use the 

ferme r ;J rJvi des a mo re effective fr" ",(;\"o rk fo r mObili s ing su rpl us l about 

f or cap ital construction in a g rillu lt ure t ha n the lutter . Unl ess th e, re-

a li za tion of this potenti a l is made the central Objective , he a rgues, 

coope r a t i visa t ion is unl ike l y t o de ve lop on a n enduring bas is ( Ghose, A.K. , 

1;)74) • 
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Uj o rn Ge ,~"::' :' , Hiehae l Stahl ~nd Edw,Hd TJub c , in th e i r studi e s 
conclude that t he o rgani sa ti o n of pcas£l nt s in cooj.'cra tive soc i eties, for 
deve lopment purpos es h·)s got we ll und c; rw<l Y in Ethiop ia " nd identify l Clck 
of fund s f·;) r pr'Jductive investment and 13ck of trained m'ln,)~em<.:nt personne l 
as basic ;:>roblems of development of producers ' cooperatives. (GGr,i)Gr \) t. a \, 

Nov emb e r 198": ) . 

The \vo rld Bank , eva luat ing the pe r fe r-munc\) o f t he cooperat ive sector, 

at macro l eve l , relative to th e individ ua l pea s ant s ec t o r in t erms of yie ld 

fo r the main cereals, concl udes th.,t prod uce rs' coope ra tives have n()t yet 

achi eved yields which a r e compe rab l " "ith those obta ined by individual f a rmers . 

I. explains this situation by h ck o f expe ri ence in the col l ective rrode l 

of producti on (which rEq uir es a consid er;.:blc time tv bui ld) , l uck o f ",,,te ri a l 

incentiv .as to produ ce a nd the req uir ement t o sell al! grains t J th e Ag ricul-

tural i'larketing Co rpora ti on at rel cl tiv·~ ly low '1" ' The Hank s tudy a lso 

raised th " developmen t of the non f a rr" sec t or of the econ"",. as a bCl sis for 

the deve lopment o f produce r s ' coope ratives 3nu wa rns a9a i Ilst collect i v isa t ion 

wh ich pr.)ceeds t ou rap idly " i t hout dU e' regard for this bundati o n <'l nd t h(l 

pr i nc i pI es o f va 1 untar i sm and 9 radua 1 ism wh lei'! ma y i nvo 1 ve " high po l it i ca 1, 

social and economic costs (World ~ank , j'larch 25, 1987). 

Cohe n in his IV::> rk " Sma 11 Ho 1 der s Vs ~\g r i cu I tu r." 1 co 11 ec t i ves ... " 

Compares til", econ(;m ic pe ri .-) rmanC8 Df ind iv idua l peasant forms and (;:) ')pe ratives 

and concludes t ha t the 51<",11 hold() r s stra tegy i s pe rf erred . He o bs e rves the 

r esistanc(; ,~f sma ll h::Jide rs t o s hift t o g r oup f a rming irresjJectiv8 of t he 

various inct:.:ntiv(;:s pr'.Jv i loJed t o thlJlll (which 3ccording t o hi m i s c .. >ns i s t~nt 

with experience e isewhere) as a probiem t o the c\)0pe ra t i ve dcv(;;.: ) c:-pmel lt in 

Ethiupia (Cbn en , J . M., June 1 ~B 7). 
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Bf)9i'Jfl$ .1:"''' above g8nera i studies ca s,- studi~s ha ve b<:en ma d;; by 

senior students. One such study ,las made b)! P' .: .,h, ::>n Kilin to Agricu l tu ra l 

Producers ' C" operatives [Beke le, 19b6 ] . The objective tow.~r ds which his 

paper was directed at was the ide ntif icat l" n .:>f maj0r constraints f a cin 9 

the on go ing coope rat ivi sat ion process. 3eke le, usin g descr i ptive a nalysis 

o f various data o bt a ined th rough libra ry research , offic ia l document s and 

quantitati ve nnd qua l itat ive info rma ti on obtained through in terviews frorr 

the pil r ticu l ., ( study a rea a rriv"s at the fo ll uwing c onclu sions . The per -

f orma ncc c:f the cooperative, accordi ng t o h im was not impressive bo th in 

t erms of area cultivated, tot'" 1 out put a nd yie ld per hectare. He also 

observed the exis tence of consid e rabl e f luctu a tion of membership and shortag­

es of food "Ihich were repeatedly faced by members of the coope ra tive. 

Bekel e a ttQches the unsatisfac t ory performance of the coaperative to 

vari o us probl ems including problems of th(~ estab l is hment of the cooperative 

without assessing t he attitudes o f membe rs initially poo l ed tog ether, 

weakn ess of th e l eadership of t he cooperative body in exercis ing genuin e 

democratic management, a nd lack o f foll ow up from conce rn ed Gove rnment 

off ices ar,d a ss i gned cad res. 

Ano ther cuse study was that o f Il i ruk which presents a study o f Fodu 

Gora Agricultural p roduc e rs' Cooperatives [Biruk, 1986]. He a imed at 

looking into the mer i ts and problems o f producers' cooperatives which a rc 

now being us ed ,-~s a means o f soc i a lizing th e agricul tu ral secto r. Using a 

descriptive method o f ;:, nalysis of data coll ec t ed f r om the records o f the 

cooperative , Biruk argues that the perfo rmance of the cooperat i ve st ud ied 
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was not att ract ive ove r th e years it ha s been in ex i s t ence. He expl ained 

the unsat isfacto ry performance of that coo pe rati ve ;'y consi dering the 

ave ra ge income o f its members, which acco rdi ng to him was much bel ow that 

of PFiva t e peasants in the su rrc'unding l ocal ity. He t o·;) was crit ical of 

the failure t o provid e a dequa t e food for it s members and th e declining 

trend of the number o f it s membe rs. 

Biruk exp lai ns th e unsatisfacto ry pe rfo rm2 oe o f the coopera tive 

i n t erms o f fo ur general prob l ems in cl udi ng the s cat terdn ess of the f a rms 

o f the coope rat i ve, l ack o f t rili ned m'l npc'we r, lack o f mode rn inst ruments 

o f prod ucti on and co rrup ti on and burea uc ra tic p roblems. 

in hi s rf;cen t r epo rt present ed t o t h" 9th cong ress o f t he Centra l 

Committee o f ,'o rkers' pu rty of Eth iopia , Com rade Mengi s tu HiJiler; ,a ri am has 

a lso given a n evaluati on ) f the devekpment ,) f the coo pe ra tive sectc'r. In 

view "f th a goa ls set in the Ten Yee r 1'1.:1" , tha t c') f o rgan i sing 53 percent 

u f th e rura l h'Juseho lds in w u pera tiv 2s by 1993, he cl a imed our achi e vement 

so f a r ca n be c~nsidered t o be n i ll . 

As can be inferred fr ::;m thi s sh:) rt rev i ew, the re is no as yet a we ll 

.:> rga ni zed a nd methodo l ogically we ll foun:i8d study of the secto r in Ethiopia. 

Indeed this study aims at ma king a ~)dest c , ntributi on t owa rd this en J . 

In sum , the 1 iterntu re ava i lable has indica ted th at th e perf0 n11il nC" o f 

that sec t o r ha s been unsat is fa cto ry and has ra.i sed va r io us pro bl zms inclu d-

ing t he 10w level of Jevel o p'dent Jf the; n,,"-hrm secto r , lack " f ,na t e ri a l 

incen t i ves, problems o f milnagemen t and o rg ani sat ion th ese prob l ems \,11 11 be 

dea 1 tw i th by the pa par • 
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1. 5 . l ~iFO RTM~Ct OF THE STUDY 

Pr...JJ uce r s l Coope ra tives i n soc i a l ist countri es, are t he ulti mat e 

des tinat ions ,of the pet ty commodi t y s ec t o r . 

As fa r as the Ethiopian cond iti on i s concerned , it i s one c,f t he 

obj ectives o f the Ten Year Plan t o c r ea t e f avourabl e co nd iti o ns f ,) r the 

continuous deve lopment of the soci al i st secto r by strengthening ~ n d 

expand ing the pub l i c secto r , se rvic e and p rod uce rs' coope ra ti ves (Ten 

Yea r Pe rspecti ve Pla n , Amhar ic, 1977 E. C.). Eventhough it i s not l ike l y 

t o happen i n t he remaining 4 t o 5 yec,rs to come the p la n ill so ant icipates 

t o bring a bout 5 ) percent o f t h" rura l hous eho l ds i nto coope ra t ives by the 

end o f the pl an pe r iod . 

The Three Yea r Pl an , wh ich is OG W k '~ p ora ti on is a l so g iv inq 

pri o ri t y in t he us e of resou rces (nox t t J t he state fa rms ) to devel op tha t , 
secto r su thet t he a rea un du r cu 1t iv2 ti r) JJ by t he secto r coul d i ncr,zBst,.: f rom . 

2 . 29 pe rcent .o f t he t o t a l i n 1966; 8} t o ; . /3 percent in 19(\ 8/ 89 ,3nd i ts , 

producti on f rom 2.24 percent to 6 . 75 pe rcent during the same per iod (Three , 

Year PI<Jn, :~,mh '3 ric, 1379 E,S . ). 

I rres iJ8cti ve of the resources Je.v~)t ~d t o them, howeve r , ~est studlGI; , 

show that their perf0 rmanc 8 ha s been un sa tl s fa c t,-, ry. Thu s , the pres ent 

study by ana lyzing the ir perfo roEnce 8nd investigating the p robl ems o f th8ir 

deve I o pmen t 3nd suggest i ng so I ut io ns ma y : 

i) h ~ lp in al ievating t he ir immed iate probl ems J 

i i) he lp in crea ting cond iti onz in .. h i ch the ir deve l o pment is enhanced , 

and t he retu rn s f rom r e sou rc es dt:vo t ed in tha t s ect ,,",r rn8 Y be ra ised ., 

iii) di, rec t po l icy make rs into wa ys of b a king i nto .:> t he r cllte rna tives 

wh ich ma y ~esu l t in mo re effecti ve use of resou rces. 
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Notes to Chapter-

1. The Fa rm Wo rker5' CO<J perativ" , "hieh antic i patd t o be est"b lished 

in accordance I-lith Ilecree 4!1 of 1960 and l ate r i'1 accC'rdance with 

proclamati on 2~1 of 1966, was in essenc.; the same as the pr",sent 

Agricultural Producers ' Cooperative since its esta bl ishment was to 

be based o n co llective ownership of t~e mea ns o f production . Some 

autho rs have already not~d this f ) ct. Fo r instance, Kebeb ew 

argued that Producers' Coope ra tives, in the ma in, a re found in 

sGci a list countri" s with col l ective ownership of the r""ans of 

producti on as a major dis tinguishing charucte ri stics. It is, accJ rd-

ing t ,;:, ~,I m, interest ing to note why Ethiopia, untypic31 of her social, 

economic and pol itical structures then, came out with a decree that 

aimed i:lt the creation of produc"rs' c oope ratives (Keb~bew Data, 1978). 

2. For problems of development provi ded by other stu.j ies see 1 ite rature 

revi ew . 



C HA P T E R 2 

REVIEW OF THEORIES CONCERNIHG COOPERATIVES 

,; gricultura l cooperatives ex i st both In ca p ita l ist and social i st 

countries . But the theo re tica l ba s is o n which such in s tituti ons a re 

es tablishe8, the principl es on which they are found ed a nd the Importance 

of th ese Institut ions in th e two systems di ff e r. This c hapter provi des 

a revi '::\-I of theor ies and princlplzs on which such ventures are establ ished 

in each of these two soci a - economi c systems and the evolving chan~es In 

previ ous thGughts and practices of a;; ricultural p rod ucers' coope ratives 

in soci a list countri es • 

." The chapter is a imed a t she,iing I ight a ll the basis o f the .j i ffe rence 

of such institutions he tween the two economic sys t ems and within the 

soc i" i i st system. Whi I e the th eo r" tic:~ l diff erence betwe~n the socio-

econo mic systams a re supposed t :J ",n" b l t; the reader in conceptu '.l l i sir,g the 

d ifferenc e of such ins tituti ons in the p re an d pos t revo lutionary pe ri ods, 

the evo lving changes within t he soci alist countri es are in c luded with t he 

idea o f showing the reader how much ,)ur trlO U\l ht s and pra ctices 3 re nea r t o 

or fa r away from th esz changes . 

2.1. Wes tern Concepts of Coope r 'H iv,;s 

The .3ctiv itles o f ag ricul tu r.31 coope ruti ves uS they ex i st in thz 

capitalist countries a nd devel oping count l-ies fo ll ow ing th e cap ita list 

pc: th of dcve10pHlant consist Clain l y i n J r Ja in si ng j o int work ing o f the 

la nd, p rocessi ng of a,; r icu lt ural p,cduce, ha~vesting, con s t~ucti on of 
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irl"i ga t ion, roads a fld th .; like. Ao re dcv ,~ L)ped col l ective la bour 

met hod s bas.ed on CCf!lmon ()wn e rship of th 8 lan d an d t oo l s are ra r e ly 

.>bta in ed [rksk,nn ikov, V. 1983 ]. 

Th e coopei"ative business, in thes e co untri "s , ko ll e r argue s, accepts 

the funda monta l instituti cms of capita lism in c l uding the ri ght o f pr iva te 

property, the ri ght to contract , inh"rit" nce a nd t he right o f privata 

ent erp ri ,,-, wi th its cmphas i s on th e i"'p::Jt' tance o f the i nd i v i dU B 1. ikco rd i ng 

to him, I'Ji t h respect to many Clspects " f t he ir da ily bUSines s up" rGti ons , 

cooperatives a r e like the o rdin .~ ry en t e rprise . They us e c;' r i t a 1 t o ca rry 

o n the ir activiti es a nd pay the go i ng ra te of in te rest for it. The y hire 

l a bour and usual ly ob t a in it on the S,3 me te rms of c.)nd iti ons as o ther fi rms . 

They emp loy Iln ni'lge rs and compen sat e them :m the bas i 5 of the qua 1 i ty o f 

services they render. Like the i r :;' rdin2ry bu si ness count e rpilr ts , th ey 

de?e nd on efficient business metlnds .vo r succes s [Fred Ko ll e r, 1~51]. 

Co(:per~ ti vGs , however, have specific cha rac teristics in volhich they 

differ from o the r ty pes o f business. They a re co l lectiv8 pro pe rty which 

a re own ed by th e i r members a nd are democ ra ti cili l y contro l l ed . In coope rat ives, 

unl i ke thei r business counterpa rt s , the re i s 3 li mitat i ~n on iZldiv idual 

sha reho l eJ ing ·3nd share s ca nno t i ~c rease in va lue and car ry onl y "I 1 imited 

ra t e of inte rest • . £\5 far ~s the i r o~e rAtl on is conce rn ed, coope rclt lvcs 

ope ra te at C'.Jst o r pay ;3 1 imited ra·~f..: n f in teres t on money in vGst e.J by 

members [i'e ].:o l m Sargent , 1982 ] . 
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The sp(;!c ific cha ract Dristics of t he c,x)per.) tives i n th ese cuuntr i es 

emanate f m m t hG fundament~ l princi,) !es ,:)n which th ey Clre cs tabl ished . 

Th ese princi r- l e s which we re ap p r0 v"rj by the Int Grna ti o na l Cooi" orati ve 

All ia nc" in 1966 are sumrf);Jrized by S,'lrgent " 5 b ll ows : 

1) Vo lunta ry memb e rship without artif ic i <:l l, social, pu l iti ca l 

o r rel ig ious re~ tricti on t o a ll who can use the services e nJ 

a re wil ling t o eccept the respons ibil ities o f memb e rs h i p; 

2) Coope r" tive so cieties as J~ffi0cra tic o rganisations and their 

af f <l i r s to be administered by pe rsons e l ec t ed by a nd accep t a ble 

to members ; 

3) Li mited rate o f interest ,on share capital; 

4) Surp lu s o r savings to be r~~ istribut cd fairly by a dec isi on of 

the membe r s t o either deve l o}~ the! cou ;)e rative busin ess t o 

providE; comlTlon se r v i c(;s Jf to the members 0n potronage b2Sis. 

;,cc()rding t o thi s pr i nci p l e , a ny surplus, obtaine,j by the 

c oC)perat ive in exeess o f the limited ra te of int erest pa id to 

the i r members on money invest ed by th em, is r e turn ed tJ mGmbc rs 

in p roPJ rti on to their re latirJn with th e cooperat ive business, 

o r is plo ughed back into the bus iness. 

2.2. MARX ISM- LENIN I S,1 liND, COOPERATIV ES 

Coope r,Jti ves und e r soc ia l i sm a r e basically means o f soc ia l ising t he 

Ijleans of p roduct ion own ed by pettly commod ity producers . The emergen ce a nd 

deve lopment () f peasant s a nd artisans coc~"'lratives in soc ia l i st soc i e ties 

is exp lained:m va ri ous theo retical g rounds . In what fo ll ows a brief 

review of the t heoretica l basis of t he deve lopment o f coope ratives in provided. 
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2.2.1. Trl E CLi;SSIC;\L ;1ARX IST-LI'NliliST THEORETICAL FOUtH/ATiON rO~. THE 

£MERGEf·jCE MW uEVEL OPM ENT OF :,;;P.I CULTURAL ~ROOUCE RS ) COUPER,,\T I VES 

Acco r j ing t o Ferenc, et a i, the maj o r re levant theses of the 

c lass ica l t>b rxist Leninist theo ries Olay be summed in terms of the f () ll o~ling 

four points [Ferenc et al , 1976J. 

Soci a l ownership of t he mea ns o f producti on, pr imar ily land 

- The deve lo pment o f large sca l e col lective farms in two forms ; 

state and cooperative f a rms. 

- Gui da nce o f the operati o ns c f large scale soci a l ist ent c r ) rises 

th rough pi ar • 

- ikhievem"nt o f th e developm8 nt o f t he productive f o rces by applying 

adva nced techno l ogy and sci entific farming methods on the large 

co 11 ect i va l y owned ente r pri ses . 

It is irnp)ssibl e f o r industry Gcv8 1o::,j ng on a soci a l ist biJsis and 

agr icult ure , in which pr iva te p "GP~ rty pred:.)minates t o coe xist fo r l ong ,. 

The ex i stence of two such mutu a lly oppused fo unda tiun ;)ver -J l ong ·· time 

\'10 U 1 J P rec 1 ude t he who 1 e ~r.o noilly from deve I Of' i n9 along soc i ali s t 1 i nes. 

The petty bourg"ois trends :lmong the f'easantry, a nd the engenJer in <) of 

capitalist c lelilents by them, are a men;,c(; t o the C.3USC o f soci ~ lism a n:! 

it is mancla t·) ry t o rep lace private pro;,a rty by la rge scal e soci a l ist 

f a rming [Kozl ov, G.)~., 197n. 

Th is transfo rmation of <>!j ricultu re on soc ia l ist 1 in es, ns ,:> roj'osed 

by Lenin is t o be c a rried in two w" ys; by transfo rming la rg" sec.! e na ti onalis­

ed capita l i st estates into stilte fams an·'! by floo l ing sm3 11 SCi'll" pea sa nt 

farms in tv co ll ectively ~lwned l a r9~ scak c0o,;e rative farms (Ser<l'yev. S.131lI'J. 
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l.e)-<1 ns I Pf:_'/X) Sil l ma y hove i ts :) rigin in t he j'·.grer i:):'l P r0~=-\nm~ c..1dopted 

in Marsefll <es In 163:< by French Sex i " li sts. The prog rClmm" sugg85t ej that 

on the d"y o f acee ssi Gn t o PJ~le r , the t a sl: ,.) f socinlists rc l a ti v"" t v the 

SITl311 peasiln ts c'lnsists .)f e ffec ting.J tr3ns iti on .1f their private en t e r-

pri se and private pussessi :..,"s into co,j[lerat ive o nes. The p rog ramme had 

a lso proposed theforci :' ltl exp ro~ri "t i o n of the es t a t es o f b ig l and owners 

anj cap ita li sts [En g l es, in Marx iln ,; £n91es, V.3, 1977]. The progrJrrrne, 

however , has sa id nothing about how t he reo r'Janisa ti or. of t he nationa l ised 

estate s i n soc;'~ l ist 1 incs shoul J t :, ke p l ilce. It W.1S Lenin wh.) p ropos ed 

that , the pro l etar ia n pa rty must advise the rura l pro l et a rians and semi-

prolet a ri a ns tu o rganise every l anded estate i nto a suitably l a rge mode l 

farm t o be run fo r the publ ic aCCOU'lt by t he agricu ltur'll labo re rs under 

the d irec t ;'. n of agro nomists and "lith the us e of t he best t echn ical 

equipmen t avoi lab l e (rra pczn iko v , V. I, 1)81). 

Cooi;er t."1 t ion, i t is argue';, is ~recj s e iy th e most acceptable way o f 

transfo rmign small pea sant economi es into social ist ones becaus e it 

provides the iJOss iblli ty, for the pro l t' tari an state t o establish continuous 

contro l uve r p roduction activiti"s by means o f its plans. in o ther v.o rds, 

coo perati on by maki ng p lanning in ,, :; riculture possib l e, e nabl es t he pro l e tarian 

state t o subc.rdi nate private commerci a l interest, to the cOllmon inte re st 

of .,1 1 working peop l e , of the ",hole society [L enin , V.3,3, 1977l. 

Th e t ransfo nmation of the pea sa nts' 'small p riva te farming into 

social ist ?g ri cu !ture i s a l so nec85s it a t ed by the need t o reso lve the 

contrad ict;':," be tween a reapid ly grJ l'ling soc ia l i st in dustry and a 

backwa r ei fa rm I ng sys tem gove rn ed by the laws of the s pont3neous m,J rke t a nd 
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devc::le:ps 3t:1 very 5 1 01'1 r,J t~ . In such a situativn, it ~" Pl co impossib l e 

t o f"ed ch" deve lop ing ,.o rk in g c1a ~s ;JoJ t o supp ly indus try 1.lth og r l -

culturr-,l raw rr~1teriuls . In o rder t ·,) r~sc, l ve this contradic ti on t he deve lup-

ment of the f orc.Gs of prod ucti ::m in 3gfic.u l t ure is required . B~t soch a 

deve l opment CCl n not be a cq uired , ~i"rx a rgues by <l l hw ing a fEW il1 ~ ivi d u "l ls 

t o reg ulate prod uc ti on acco rd ing t o theIr wh ims and pr ivate interests, o r 

t o igno rant I y exha us t th e powe rs of '<h:; so i 1. ~\ Il mode rn methods, such 

as ir r igati on , dra inage , chemica l t r ea tment ilnd so brth ough t t~, be app l i ed 

to agr i cuitu re i'l t l arge. But the sc ientific knowl edge we possess, ,-"lei t he 

techn ical means of agricu l t ure we ccrllTlanJ such as machinery, et c . , ca n neve r 

be successfully app l ieJ bu t by cultivatinJ t he l and o n a l o rge sca l e [Ma rx, 

in Marx and Engles , Vu lume 1, 19771. 

Coope r(J t ion a l so r.Jay he lp intenns 2f releas in';! l abour t o indust ry. In 

this respect, Eng l es ar~ued that, if Wee a~: p ly the i de" o f coope rat L:m to a 

region of sm.-!!l ho ld ings \'It.! shz ll fin;; th €: t, if th ese a re poo le ,j amd the 

aggrega te ", rea cu l t ivated on a lar:,je scale, part o f the labor powe r emp loy­

ed h i th erto is renJered s u ~erfluous . It is precise ly t hi s saving ~ f labour 

tha t repre sents one of the mai n advant;:,ges of l arge sC Zl l e fa rmi n'd . The 

labo r power so saved can be engaged in ti1e g rowi ng i ndus try [Engies, i n Marx 

and En y l e s , Volume 3, 19771 . 

Wh i l e t he above, pr'Jvi,le the classical i1a rxist-Lenin i s t theo reti cZl l 

bas i s for l arge-sca l e socin l i st t ransf0rm3t io n o f ag ri cu iture in .;;er, e ra l , 

and t hu t o f the development of coope r<l tives i n pa r ti cu l ur, t he c(.opeTat io n 

is to be ilchieved by the app l ica ti " n of ce rtain p r inciples which ere now 

known as ' Lenins ' principles o f fluil(Ji ng Coope rative, cventho ugh the 
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emerg~nce of th~se pr inc i pl es precGje "li::· ti me~ The m ... ) ~t import2nt 

of thes e p r inc i ples include the prin<:- i,>1 c s of vo luntar i sm, gradua l ism, 

anJ an a ll round assistance by th" prc,]8ta ri a n state, 

Th e . French Prograrrme seem t o ha ve J iv"n a reco;Jniti-:m t o two o f 

the three principles when it he ld that, the task re lative t o s ... .al 1 

peasants cons ists , in effecting a transit i on of p riva t e possess ion to 

COO,)crative one s was not t o be done fo rci b ly but by d int of example and 

by prl>ffering of svci a l assistance f o r this pu rpose . And t hen ·)f 

course the re would be ample mea ns of showing to the sm.:l ll peasa nt 

p rospective adva ntages that must be obvious t o him even t oday [Engles, 

in Marx an·J [ng l e s Vo lum 3, 1977]. 

Lenin hO\~evcr , empha sized that it wou ld be madness of course f o r 

anybody t o ima <.;ine that joInt cultivat io r of the l and ca n be decreed 

from above a nd im pose,J on peo pl e . i:\cco rding to Lenin, tens of mi 11 ions 

of peol-lle will not make a revo lut ion to o rder , but will J o so when dr i'len 

to it by d i're need, wh en their iJosition is an impossible one, when the 

joint pres sure a nd determination of t ens o f mi 11 ions o f people b reak 

down the o l d barr iers an d ara actu al ly capable of creati ng a new way of 

1 ife [L en in C) ll ected Works, V. 24 , 1976 ] . 

Lenin ha s a l so argued thilt a social system emer(leS if it has the 

financi n l bac king of a definite class. ikcordi ng to him, the c\)op·uative 

system is the so ci a l system to whom the pro leta rian should g i ve mo re than 

o rdina ry 3Ssistilnce. j, numb e r of ec ::momic , financi a l and banki ng p r i vi lages 



must be 2rantcd to Cool .. h.! rat iv cs - this i5 the way the socia li st sta t e 

must p r,)mote the new ;Jr inci plc on whid~ the tJo;,)ulation must be o rganised 

[Len in , V'j I ume 3j, 19 /6J. 

Lenin a l so consiJe red Jradual trans itl " n from the s im" lest forms of 

coope ra tion (consumer and marketi ng) t o the highest f o rm (production) to 

be no l ess impo rtant. Pa rtici pa ti o n by the poor and midd l e peasa nts i n 

the simfl,est forms of coo;.>e rati on involvin'J marketing , supp ly, a rld consump-

tion does no t cemand specia l tra ining anc! economic r i sk, and f Clcilitate s 

the i r tra 'lsitirm to soci a l ism [Ser2yev . S. 1984 1. 

On the ba si s of t he abo ve gen eral theoretical arguments agricultural 

producer.s' coopera tives eme rged and dcw" 1o:)ed in the fi rst soci a list 

country, the U.S.S. R. ri gh t af t e r the 1917 Revo lu ti on . And th is expe ri ence 

of the Russi an Cooperat'ves has been adopted by other cou ntri es fo ll owi ng 

the soc ial i st path of develof,men t. 1 

In ,'ec-'!nt years however, new thoug hts and prac t ices are be ing 

introduced, in one country or anoth er , into the operation of the cooperati ves. 

2 .2.2. CO~ITEHP,ORARY VI EWS ON COOPERAIIVES 

Agriculturai p roducers' cooperatives in UIOst of tllb" social i st countries 

deve l oped in line wit h the Sovie t Kolkhoz2 sy$tem. Thi s system has i t s 

o rigin in the pe ri od of mass collectivisatlon in th e U.S.S.R. of the late 

1920's . Unt i l re cent l y, therefore, the p ractices of th is s¥stem has been 

,,,id e ly adopted and app l i ed in most o f them. 
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Ret::en tly), however r various ch~ :1ges 2 re being introuuced on previous 

thou;jht z .~n "'J prnc tices of dgriculturiJl pro ducers ' cooperat ive s ',\fhich \-Je re 

d2ve loped -I n the bas is of t he Ko ikhoz sys t em . These cha nges basic-Jl ly 

revO I ve " ruund th rec broad il reas . 

i) Cooperative Democracy, S"lf management and Sute Control 

ii) Work Organizati on in Coope ril tives 

iii) The recogn iti on o f the ri ght W household plots of indivi dua l 

members includi ng the r igh t to ma ke use o f cooperat ive 

equipment in the cultiva tiol1 of individual p iots . 

Before \\'e go into the discussi o n o f the cha nges , in terms of the 

above three p.)i nts, it becomes necess€l ry t'J look into previous prac t ices 

so that the re~ d e r may use thef-" ·33 bas i s ;n anl ysing the changes .. 

The Kcilkho z , accord ing t o Nov e , is formally il coope rative with an 

elected committee, h~a ded by 2n e l ec.ted cha i.'ma n . In prac ti ce, t he party 

appoints, c r 'recommed s' who sh,)ul d :)e e lec ted (NOVE, ,~ . 1)80], The KO lkhoz, 

in the f o r:n in which it was set up Juring the co llectiv i sat ion d riv e , was 

o ri ginal ly desig ned as a means of en.Jo l ing the sta t e to " rocur<:, f a nn fJ roJuce 

at a minimum cost t o its e lf. Seca us e of th is, tt opcr3ted unde r COBstan t 

pressure fr 'lm na ti onal p lanning a ~en ci",s to satisfy the growing dema nd f o r 

farm pr-orJucts. In gene ral , plann ing o f output as well as of 1 ivestock 

herd composition was carried not on the farm itself but in the superior 

administl-3tive agencies [Karcez. J. F., 197::1l . 
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With the objective of st imulating larger sa les to state agencies 

the Kolkhoz used to opera te under a bouble price system "quot" and 

"over quOt3" prices. Under this system, the Kolkhozy were subjected to 

high compuls ry delivery quotas very low pr ices. uver quo t a de liveries 

cornnand much higher prices. This system fir s tly produced a pa radoxica l 

result , tha~ the hiyher t he ha rves t , the higher the average price paid, 

since more would be avail abl e for sale ove r the quota. I~ n d secondly , th e 

unsuccessful fdrn,s a re artifici a ll y depressed, since th ey would have 

nothing left, t o sel l a t the hi ghe r prices [Nove. 1\. 19t1O]. 

Tractors dnd combine ha rveste rs us ~d by Ko l khoz we re supplied by 

the i~achine Tracto rs Stati ons (i'iT5) wh i ch we re used as a mea ns of a voiding 

dutJl icati on , minirnizin'l c Jp ita l o'Jtlays and pe rmittinJ maximum uti 1 iza tion 

of capital stock. The MTS were a lso used as means of increasing th e size 

of th e surplus through the extrac ti on of high payments in kind. 

Kalkhoz members were ass igned work - day units in proportion to th e 
and p{ 

quantity/skill uf their work wh ich resu lts in the variati on/the incon" of 

the members. Gut the va l ue o f each work - day units depended upon tn~ 

alTY)ont of ,na ney and product produced by the who l e members. S ince 

individual ~fforts a re rel a t ed to the tota l output (tnrough the va lu e of 

each workday unit) thi s system i s widel~ iticised for i ts disincentive 

effec ts . 



J\S a re.:ult of Jow IJrvJuct ;) r ice. s, the income thut fiJ rm~rs rece ived 

fr0m th e c:>mmvn fa r m has been 101-1 . This caused many f 2 rmc r z t o r",ly .. m 

su~plem~ il t.J ry income fruiTI the 110uschr.) l d plot. : 15 a r esult, the socialized 

sector dnJ the househu la "lo t compe ted fo r la bour durin'.) peak ac t ivity 

pe rio" (Ka rcez, J.F., 197)1. 

The above being the bas ic p r;)cticcs fo ll owed In the operation of 

the Kolkhoz, we now pa ss t;; t he discussi '.)n 0f the rucent changes. 

~tt 
f roducers' c;Jope ra t i ves, a re now be i ng I ooked~ s hav I n9 c.: .JU<l I 

cha r a ct e r. In t he one hanJ, th ey a r a socia l ;J r ~;J nizatlon s 0~eratln0 In 

soc ialist fo nn , a nu on t he othe r , they are econ·':'rllic \) ryanizutions which 

or e c~nter;,;.:d C:l l .:l rge sca l e coll cct ive l :..' own ed ent er i) rises r)ursui ng 

c:c0n .. :m,ic :Jbjeoctivcs [F.:; r enc, e t a i , 1:176]. 

J~S 5vciai o rgan iza ti ons , th\'}y L<8long tva wi Jer ca t t3gor~1 invo lving 

QI I c0o,:;eriJ "ves u rganized in the f ialds of !TI3 rke tln ,), re tai I i"o; , se rvices , 

IKlusing, savings dnd ,nanufacturin9. in th is respect, there i s no dlff",rence 

De tween coope ra tives JnJ o ther soc i a l institutions (fo r examp l e, traJe 

unions). They a ll a r e e ngageJ in p:·otect, ng th e in te res ts of the various 

social groups which form such ass·;)ciations. 

;-\5 an ecunvmic urg3nizat ion, the ~ a r~e couperat i ve farm is consiGc reJ 

as iJ speci a l ty ~e of business fi r ln owneu by tnose fon ning the c:l ·_;:>erat Ion 

[Fe renc, e t a i , 1;7bl. It is special because ,· ,embe r s a re bo t h co··ownerB 

and s u" .. li ers of labor . S ince , the tirrn is 0\"ne<1 by a ll i t s me;nbers, it 

shou 1 J b~ cha r d c te r i sed by CU 1 lee t i vB manayement anJ · j~c i 5 ion mak j nJ at the 



to~ l ~vei. Un the Jther hanJ, s ince owne rs arB a l so SU~ i} l ie rs )t 1 sbour, 

the rG~ ulatiun of mernbers ' su ,.Jt-'l/..;f l a !.xJ r i5 3150 required. lhe y u ~ sti< .. n 

.vil icll i s now invo l ved l.Jirh r espect t..) th e: abvve ch a ract e ris ati o'": of t :le 

fi rm as -j n econ,)nlic 0 rg an i zutiJn is ~j(hJ t -..J reconc il i; the C0 - v~..;nB r and 

en t er~ r ise ca n of,tif.;3ily u rgan i zeJ 

COO PERATIVE OEdllCHACY, SEL F i"'\t~AG EI1ENT AIW STATE CONTR:JL.'I 

On the basis of the a INve genera l a na l ys i s of the c.Jo pe ra ti ve enter -

tlrrse and t he r> rob l cl.ls thut i.:!.ldn _~ t:~~.:l thBrf rom, .:l nu mbe r of re f orms have 
-

be en intro.JuceJ in Eastern Europe J since 1965 which basica ll y f -)cus on 

coofler ~ t ive Jelfloc ra c¥, sel f inal1Cl gernent dnd th e 0eg ree "f state ;n t erv£nt ion 

on the ..;,per ilt iull o f tne c00~~ r a tiv8. 

Since c00perat i ves are o,,~cJ by all its mel.,Ders , it must bc man ~ed 

by thenl. i""'.nci i n particitJa tin :J in thf-! manaDcmcllt t:- rocess 0 11 :i"IBIllUerS loust 

e nJ oy the ri ght tv t"ke p"rt in th" Genera l ;:,sse,,,bly in v/hich a ll ha ve an 

equ~ l ri;ht tv vote, t u be e l ccteJ to a ny o f ficd, and t o share i n the 

cooperati ve incor .. e acco r din;) tv 1.',o0ur contribut io n . 

The hi ;J he;t Hlana yemetlt outho rity in th e prouucers' cool'erJtive 

shuu I J be th e u anard 1 "SS(;lnO I y wh'J SC ."ana " ernent r e s" ons i b i I it i 8S a n ~i 

functi vn includ e e lec t iun of the lSJding bud ies, ap~ruvd l uf l onJ run and 

.:J nnu a l rJ ians ~ete r,, ;jni n ~ the al loca t ion of cu ll ect ive resources a nd (: is-

tri but i Jn of incoille . 
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"iven the a uuve, dem0crati z~tion of co ll ective farm syst ",a 

through yua ra ntees uf secret e lecti on and the ri~ht t 3 d i scuss a nd 

a;.>pruve ;> rud uc tion plans in th e \ienerGl Ass"rnbl iDs have been intoduceJ. 

Gr eate r f a rm a uton31f1Y in dec isi on 'ta king ,1 re bein g pract iced. In this 

respect, indica tors of th e nat i 3nal ~ r locu l j-,roduct km p l an ar" n0 l onger 

bi n<l ing on farrrls [Karcez, J . F. 1::;79]. 

In the new system, the stat~ is to exercise its contro l in a s pecif ic 

manner. Besiu~s lega l s u ~erv i s i o n, the state guidance of the coo?era tive 

fa r",s is to be ,~f ent ire l y cCGnolilic p" licy character, that 15, the state 

should ei1 ~eavour to achi eve econo. ,;ic t a rgets, wi thin the framew::> rk of its 

national eC',jnor;,ic p lannin ~ by influenc~ng the cooperative fa rms using 

econvnlic rneans such as, its cre jit, a tion :JnJ pri cin j systems a s well 

as through the use of jlroJuct bn and :'Ja rket ing contr~cts, technica l aJvi ce 

and the p rJv isi on of informati on . 

Even though the above chanaes ha ve beeil intrJd uceJ in the Easte rn 

~uropean countries, it i s li kely tha t Russia unde r Go rbachev wi l l f o l l ow 

suit. In his recent speech the 4th i\ ll - uni on CJngress of collective 

Fanners ,)n ,.]uch 2::1, 19<38 uorbachev a rgued that de,oJcracy a nJ se lf -

suppvrtin~ bas is of the cooperati ve vrgan iza ti on of proJuction, its a utonomy 

anJ fl~xi bi lity open up wide scope fo r peo~ l e ' s creative ab il ities and initi-

ative . In ..leed, he said, o pe nn ess , the electi ve system, open book - keeping 

a nd the parrtici }J 2I tivn of the wo rkin g peo::> l e in product ion ma na(Jement are 

things with.)ut which coope ra tives si mp l y conn.) t ex ist. As regards coope ratives, 

admin istrative methods are against their ve r y natu re (becaus e th ey a r e cJ ll ec-

tive prvper ty '"wned by the i r member s). l\ccortJ illg t o him, commaJi ng them about 



issuing pHrem~tory instructiuns, and introducing ill - cons idered ~a ns 

can unly c r y them up, ultimate ly jestr.)yi n9 tilelll ,J ltogethe r, Cooperatives 

ho.vever , as any fu rln of econom i c o rg:'lnis2 t ion, Il lJst no t i ie outside th" 

spnere A s tat" influence. There are r,,') ieu le econo.nlc instru .. :ents fo r 

'Jua raranteeing this - tax"ti on, the cre;,: it pJi ic y, the syst.em of contracts 

~ith ~oJperativcs. and the po~sibility ~t influencing thei r ac t iv ity 

thruugh state placed J r Je rs [Go rbach ev, 1988], 

.. URK ORGAN I bIT I O~. 

The o ther area in which ch2.~J'c,; a re bein,) intro.JuceJ i s the o rgil nlza­

tion uf • .o rk which is an imp" rt an t f2ct0r in dete rmining t he ef"iciency o f 

the cooperatives and the l e ve l of "',3rni ng of mcm;"ers, 

Under the Ko lkhoz syster", work i s .) r ,.anizeJ on th ", leve l of t he 

cooperative, w;, ich is 5ub,Jivideu into a nWI·be r of t eams . Earnin gs unJe r 

this system, uS stated ~ar l i e: r i s b3 s cd 0 :1 th ~ ~"o rk - cay uni t s, det e rhlin-

iny rel ative labour incvi. lc s Jf mell1be r s, il nd on the tota l incolw of the 

cvofJer.:Jti ve , This sys t em of wv rk v rga nisil tion, it is a rgued, Joas not fit 

in with cor;sistent cooperation because it joes not make people pe rsonally 

reSi,onsi b l e for the use o f l and and :J ther assets and r<!sults i n ind isc rimin4t", 

wage lev'il liing [G0 rbachev, 1)88), 

T ) o ve rcome the abvve sta t eJ short cumin9 work is t o be ') rganize :J on 

the level of assJciations of self-su r;po r t lng contract teams o r famlJl e s 

operati ng .:;n the basis C)f contract wi th tha collective farm bOilrds, vihlcn 

hgve lan j as wel l as flxeJ " nd circul a tin o as<et< ~t their dis ~osal and 



usino a~ vanc"J t ~ci1n ,) l oa i ca l syst<l ,"s anJ sci"ntific f arming t echniques. 

An .Jna l ysis ·A th(: J eve l", pmcnt " f c(mtra ct farmin ~ , it i s argued, shows 

that this f.:Jrr,l of '"ork o rganizati ·:m a nd producti vn is " ffGctiv 0 in socia l 

and econ ');.; i c terms and i s mo ra 11 y r ewa rd i ng . Cont ract fa rm i n9 d!;):nonst ra tes 

the advqntages of product io n metho ds ba sed un financial accountab ility 

and sclf-.management" stiIHulates i " iti a tive and social act ivity and puts 

an end to the p ract ice of l eve l 1 in] wages regard less of inputs [Gorbachev, 

19d8] • 

This system is " iJe ly known as the 'Vietnamese system' o r the 
'Responsi b i 1 ity system ' . Un uc r th" responsib i I ity system wh ich CJa ~ formally 

end ... rse _l by the Chinese Central Committ e!;) , in December 1978 , the t eam 

contra ct s IVi t h wo rk groups t o de l ive r i'! fi xed amount o f products <J rown 

accord i n9 t c the pro J uct io n plan fo r lan d OIVT1cd by the team. Output 

above thi s amuunt may be re tain eJ by the g roup. The \<:Jrk ~roup with 

whom th e t eam contracts, may Gc g roUi)S of p roduce rs, inJi v i Juels or house-

hol ds. 

r. The i,lOSt wiJe ly used contract is the househo ld contract. v UnJer 
household CGntrac ts the t eams ' p roductive resources - fields, ponds , 

v rch arJs, o r equ i prcoe nt - a re d istri buted among househo lds that e nt e r into 

production contracts. Each hvus ehol d Is then responsibl e not only for 

meet ing output quotas ~ss i gneJ ~y th~ team l eaJe rship, but also f or taxes 

and a ll other iyJyments to the brigade and the commune7• Items such as 
seed and fertil i ;.ers must be fin,mc ed from the households' own reSources 

and the famil ies oecide how tll(: l abo r is util ized . Under t his s ystem, 



a hous~ho l d enjoys B considerable latitude and is a l loweJ t o r etai n a ll 

proJuct ion in excess of the ass ign od qU(lt6 S a nd mandato ry pa Y,l1ents, which 

I) rov ides a very power ful inccntiv," for impn;v ing productivity [:hr ld Bank, 

llugust i983] . 

Th e system p ro bab ly has its o r ig in In the Vi e tname se system of 
cun tracting wo rk to p rovi siona l wor k te~rns whi ch ope rated in th~ countrys' 
producers coopera tives p rior t o USO un der this system a certa in a mount o f 

work po int s a re ass igned t o the work team for compl e ting a defin i t e 
\ quantity of wo r k, I ike for eMo,p I G, ha rvesti ng 20 hectares of wnea t. But 

such a contra ct system doesnot have c di rGct relationshi p t o output. This 

result ed into cha ng e o f the sys tem Into one which contract fin a l p roducts 

(whi ch a ssI gn s a ce rtai n amount of 'tIOrk ::o in ts to pro.Juci ng a \liven qua ntity 

of output) t o g rou p of producers. 

COOPERATIVE Ili'lTERPR ISE (,NO SMALL HOU SEHOI.O PLOTS 

Un der soc ia lism some: of th e mea ns of p roducti on rema in ;)s the pe rsona l 

p roperty o f bo th collective fa rmers a nd fac tory and o ffic e wo rka rs, with 

which t hGY wo rk subsi dia ry sma ll h0 l J ing s and ca r r y out ind ivi dua l hous e 

bui lJ il1g on p l ot s o f l and a ll o tted t o t hem by the s t a t e ,3 nd col l ective 

farms · pe rs onai smal l holdings fall in this category. 

These su bsidiary small ho l dings are of an c ill iary characte r and are 

kept , in the .main , fo r pur pos es o f consum~J ti on. 11embe rs o f co l lec t ive 

farms meet t heir needs f o r livestock ,' r C)ducts, fruits and vege ta bles , which 

a re s til l in short sup,)ly in tee soci a l ec:momy, f rom cultiva ti on o f th e ir 

sma! I hDI 'jlngs and a ll u tments. Th e s ubsi d iary sinaI I ho ld ing cf col lect ive 
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farmers ;s insej.'araJ ly bound ut' with and i!j dependent 0 n th c.: !:ioc iul 

economy 0 f the c0 11ect ive farm [Koz l ,:.;v, G.I\ ., 19771. Indeed, unl ike 

previous thou()h ts which considered hClus =ho ld farms as represent 'lt ivc of 

privat'" sec to r, it is now argueJ that the sma ll ho useho ld f a rm is "-3 

socialist eC0nomic o rganizational f o rm which is mo re detached a nd more 

disintegrat eJ tha n the othe r secto rs o f the social ist economy" [Ferenc, 

et ai, 1976). Because of this, Go r bachev argues, condit iCl ns promo t ing -

product ion 0n I)ersonol small ho ldin gs should be created by all mea ns and 

it is impo rta nt that people be hel ped t o cu l tivate their kitchen ···ga rdens 

a nd buy livestock a nd poultry. In fact j oi nt prod~ction a nd integ ration 

of ;lersonal smal l h·_,ldings ::>f th" populati on With social produ ct ion has 

t o be experienced [GorbiJche v, i1. 1938 ) emd the s n:a ll househo lj farms 

should be based on the )Jartial us c .of moJ;; rn l a rge scale f,) rces __ f pro-

.. uction C " th e coope rative ~ rop.~rty. 

These hous ehold fa rms wi 11 obvhusly lose thei r eCClnom ic imp') rta nce 

at SGme stag e i n the futur e . The !Ttl i n p r(;conditions are , on t he o ne hand, 

a c~nsiJer3bl e increase in the technica i level and the pe rfo rmance o f 

large scale p roduction; and on the o ther hand, the substanti al inc reas e in 

the cooperati ve member personal inC·.Jme derived from the large coope rative 

enterpri se. 



1. Excep t probab ly Po lanJ, all socia l ist countries hav e developed 

prJducers ' coopera tives . 

2. Ko lkhoz is a lso call ed a(Jr icultu ral a rte l. Ag ri cultural ::> rtel 

p re supposes co ll ectiv ised land use, and sucialised ~a sic means o f 

p roduct i '.;n , viz , draught ca ttl e, ma chines, equip men t , and filrming 

faciliti es . Arte l members reta in a s personal prope rty th e ir 

uwell in ;)s and hus ba ndri es ( ?roductlve livestock inclusive) the 

latters ' size being I imit ed in e ccorda nce with the a rt e l's re9 ul at ions. 

{\II incu nes a re distri bu t ed accordi ng t o t he amount a nd qua l ity of 

work dune, i .E: . , by wo rk points . 

3. i1a in ly in 1953 and af t er 1965 . 

4. Excev~ 1,,!; <' r E: ind icated, m'.)st .,of tha changes are sumroa ri s ed f rcm, 

Fe r·~nce 3t a i , Th e Econ .lmics c.F C"'J,le rativ(l Farming, [Akademiai Kido, 

8udai'E: st . I~76 1. 

5. These change s are introJuced notOlb l y i n Hungary, Cz e chas iovOl ki il , and 

6u l ga ri .3, Yuugos ldvi a s t arted it in t he late 1950 's. F:.J r de t ai l s 

see Ka rcez, J.F., The Economi cs o f C':lmmunist Agri cultu re , 5e l ected 

Pap"rs , [International Devel opment Ins titute, Bl oominrjt on, Ind iana, 

19 l9l . 

6 . C:.Jn tr<!cts for speci al ized t a sks a nd out put c,.>nt ract with an individual 

o r a gr'Jup a re two o the r fo rms of con trilct system expe ri e nced in 

Chinese communes. 



In c·~.mtracts for speciul ized tasks the team management ctmtinucs 

t o dIrect productioli 1 and 3ccc;unting is an a unified ba~ i 5, ~j ut 

the team contracts with a group of its members, a househJ l~ or a 

sin gle ind ivi dua l tc acc~npl ish 2 pa rticul ar task in areas s uch 

as :lrai" p roduction , livCl stock br eeding o r affo r. The 

contract requi res that the ~artv I:w0lved produce an agreru l eve l 

of output for which a certain number of work po ints are assi gned . 

Bonus work po ints a re awarded if the targets a re exceeded, a nd 

there is D pena lty fo r any s hortfall . 

In output co ntracts with an ;n~ ividual or a group the t eam 

subdiviGQ)s il nd contracts land to ind ividual s or group p roduce rs, 

v"ho ;i remi se tc mee t output gO?,!s in return f or work points. 

Rewards and pena l t ies s imil ar to thos.:; linked to special ized contracts 

a re ~..\ sed . 

7. The communes are cons titutd of prod uction Brigade a nd product ion 

team. At the 100"es t l eve l in the commune structure is the production 

t e3m med." up of 20-50 f 2m il ies. Production Brigade is the middle 

t ies in the commun e structure coming be tween the team at the base and 

the corrrnune administrative cent r a the Brigade on the average is 

composed of 7 to iJ teams . The commune olii the average s e rves 12 - 13 

production Brigades. 
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HISTORIC.,!. UEVElO PMENT OF AGRiC ULTU RAL 

PROOUCERS ' COOPEr?TIII~S IN ETH lOP 1/\ 

Coopera ti 'les as instruments fo r the mobil ization of rural resources 

in Ethi::lpia were for the first time propos ed for use during the First Five 

Year Development plan per iod with the promulgation of Decree 44/1960. In 

subsequ ent years of the Imperial Regime the use of such instituti ons \>/as 

anticipated to continue with a n in creased scope. 

With the introuuction of social ism, the need to use these institutions 

in consonance with the requi rem ents of the s":)cio-economic systdll was 

furth e r felt and various po l icy grounds were provided for thei r dove lopment. 

Rega rdless of the various kg i'l l ,lrounds provided by the Governments 

in the pre ~ iJnd pos t ~ 1~74 per io J s, one sees a considerable variation in 

their devel:>pment in the two pe ri ods. This pa rt Cif th" paper is thus 

devoteu t o ·.)ut l ining the development Ci f produce rs' coope rat ives to the 

present. In 'J rder to faci 1 it a te the di scussion, we wi 11 treat the topic in 

the tlVO socio-economic s ystems - namely the perioJs befo r e and after the 

revo 1 uti on • 

3.1. THE DEVELOPMEIH OF AGRICUlTUML PRODU CERS' COOPERATIV;:S IN 

PRE - REVOlUT lir~ ETH I OP I A 

3.1. 1. THE POliCY FRN1EWO RK 

Decree 411 o f 1:160 and procl ama tion 241 of 1966 provi,le the l.>.gal 

grounJ f :.) r the development vf c'Jo,Juatives in Ethiopia in the p re revolu­

tion periJd. I:Ihi Ie the s,)irit !lnd ~r"visl ons of the Decree h<1 '.: "nvisaged 

the creati o n of co llectives or production couper~tives, the pmclamativn 
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pruvided a ! 8~al groun d for the c5 ta~lishment of d iffe rent ty pes o f 

cooperatives 0f which the producers l coope rativ8 was one. 

AccCl rd ing to the ,J reamb le , the Decree " as necessitated by th" 

creation o f p rope r framEl'io rk for th e est a0 1 ishment o f coopera tive 

enterprises which contribute measurably t owa rds the accelerati o n of 

the development o f the ag ricultura l;!;ecto r. The cooperatives which 

were an tici pa t eu t u be o rg.:J niz ed in accurda nce "lith the provi sion s o f 

the Decree were ingeneral an tici pa t ed t o have, as th e ir princ i pa l purpose 

and objective, the promotiun o f the cGonomic interests of the country 

and uf the ir membe rs thrvug h efficient, cultivati on and devc l opm8n t of 

la nd ma!!e av,,; l ab l e to them and the profita bl e sale of thei r p rd ucts. 

Such coope ra tives were tu !)e o rgan is,"J through the sale of shares to 

membe rs and they were t o obta in l and by the transfer of R;st LandI by 

th e then :<Iinisty of Na ti onal Commun ity Development which was m3d <: 

responsiblo fo r the i r o'rganisati on" 

The Decree a l so had various provis ions on ri ghts, duti es, privileges 

and res r'uns ib il ities o f mem~er s. /~ccor J ;ng t o the s e p r;)v ision s , members 

were t G be d ivi ded intv t vlU - wo rking and non-Vlo rking members. :1embership 

in ilenera : was t o entit le everyrn~ n t o a ;:J r ;)portionate share in th '" net i) ro fit 

of the coope rative , t o attend the Gen" r <1 1 Meetig9 , to e l ect a:Jm ini stra tive 

bodies and to vote on all qu est ions. In add iti on to th e above , wo rk i ng 

membe rs "Iere ent it l ed t o ob tain a fXl rcel :) f l and on which t o bui Ll the i r 

hous es and use a s kitchen - ga rden , tel reo:eive a monthly s um which wa s t c 

be allot t3d t o them by the coope rative as wr.rking mem:"ers' allcwa nce and 

the right t o be e l ec ted to ,erve o n the administrative bod i es o f the 
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C Ol)~~e ra t i ve s . !~cco r .J inS! t o . .:! ~ l ;m "::·clJ men t Jf th(! Min i 5 try of C·:nnmun : ty 

Develo pment pr."JCl red for man ;>OYl'3 r tra inin'J of the Soc ial \Je lf i.1 re Develop -

ment and Cocpe rative Dep.3rtment , the Coope ratives which we re anticii)ated 

t o be est ab lished a ccord in g to the ,~'JvI5 ic)ns of th e Oecre" wen' initi a lly 

t o absor!J the unemp loyed and former so l ~ i e rs who f o r vari ous re<i s ·:.," 5; 

were una b le to render their se rvi ces in the mil itary [HNCD , Five Year Plan 

fo r Man ;Jower trai ning f o r Nati ona l Community Deve lopment, Social we lfare 

and Coope rat i ves, 1961J . Such coope ratives, however , were ant ic i peted 

t o g radua i ly co ver ttl e fa rrie rs. 

The !'"arrn Wo rkers' Cooperativ e Dec ree of 1960 was o ffici a lly repealed 

in Articl e 2 of Proclama ti on 134 of 1~66 which rep l aced it. Soci e ties 

which were t o be organ i s2d un de r tr.is pro c l amat ion were to have as thei r 

princ ipel purpose and objective the p romotion o f be tte r I iving, bette r 

busin e ss and ,ne thods of producti o n hy sllch mea ns as: 

(1) reduci ng the cost of credit 

(2) reducing the Gost of goods und se rvices fo r ? roducti on and 

consumpti o n 

U ) minimizing and reducin9 impac t o f r i sks a nd unce r ta i nities 

o n the ind i v i dua l 

(4) s p read i ng knovd edge of ,J ractica l, t echni ca l improvements ; o r 

(S) clne rloli se co ntri bu t ing t c the ach i e vement of th e above 

men ti oned purposes and objectiv~ . 



VJ r i...:us t '/ ..... dS vf c .)o!-'et.J t ivas w\~x0 tt; b lo:! esta ~) J i shod acc Jrd ing t o 
the 10w . These were r.J r 0 videJ in ~ Jclp.) r(.'~t e dI.JCU;ilent by .\lnistry ~.) f 
r~a ti0nal Cvwmuni ty ub ve lo.,.ment. r\c(.:)rj inJ to thi s JucumGnt fiv ~,; 

i} i'iul t i - t-iur \-lJ se I-\':Iricul (ura l cJ0 t_ e r a tiv~s 

i i) Thrift ilnu c r e~it coo~" ra tives 

ii i ) Cv nsumt: rs I c00 t Jera t i v(:;s 

i v) Rrtisans' c00~eratives 

v) Fi3rfll wo rkers I cL>()pera t ives or ? c00 pera t ive es tabl i shed L) Y 

,1ccu r j inf:j to th.]t llJC UI11~nt, ,:a rlTI\..rs WhO then ..,)wn small jJ l o ts of 

lanu rn.:: y J r~dnize lar'Je farms '::,Y ,lw l il1J their sma ll p lots of ],3nJ and 

furln a t='a r rn worke rs Cuv,)(~Xdt i'lc. !·ie.li~er s wen~ t o enter int v an a r.::j re~ment 

with the 3SS0c iation nlll t o cl a ilil ~eck the ir la ilJs ~efor2 a 1 3,)sc 0f a 

cert ..• in jJ r ~, !iJ.t€. rmincj !)c ri uJ uf time. Th~y were t..) VJUrk as e '!lp l oyees o f 

th e ir associ ati Jn i n return t el a SUEl . .Jf money p,)Y lllents. It seems that the 

filrm O>iorkers' coo~" r a tives which ,V;)S t J be es ta" l ish,,(j acc . .:> rd i nJ t v the 

1300 la" dif fer in u r Ji:. nizCltion fr.)~, thz ,)nes wh ich were to :"c Gstab l isheJ 

in ..JCCJru anc~:: ~", ith t Ile DecrC:;:!~. ':lh i le in the ~ rev j :..)us case , such .:J c.Jupera-

tive was tJ boJ establ ish .Jd .)n tile His t i::m G transferred t ;.) it the 

.. 1 i n i s t ry 0 f the h:a t i v na 1 Com!Jlun i ty ueve : \.l~' rnen t, th e 1 job J dvJ r equ ires .,. 

(Wmoe rs t o estab l ish such an elite r"rise on their o"n l i.l nJs. 
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3 . 1 . 2 . 

wh ich .. "ere ,3ntic i lJdteu t -J :J'.:: esta.J lished occv rd inlJ t o the va ri ,')u5 l ~ws 

.jutl ineJ aoove, the in J icat ion is t!lat no such cO,J perattve haJ 0c:en success-

fu lly cstabl ishev uu r in~ tha t ~eri oJ. 

Evaluati ny the s i t uation of the coope r atives in the country between 

1:!;i/ and 1:;164 , The <'Iin i5 try 0 f Ilati on.ol CJ",;~u nity Ue ve 101""ent in d i c:'lteJ 

that euucat ion a l anu prUI:lot j")na l r'/..) rk f o r the ~s t a.J 11 shment of 6 COOj.) e riJ-

ti ves was 2:11 ready unJer ~<Jay. ,~bJut 7UO pec;) l e were rctJurteu t :.c bB 

enro l I ,d as iilem:;"rs i " t bose 50c ieties "lila c,>ntributed about Eth . $25,000 

to\oJan.Js the jJurchas8 J f shares. ThreG \>Jere re;>0 rtcJ to have 5tarte~ th e i r 

0~e r at i .. ms ~ The fialjs uf activities 'jf' the cuJperatives we re rc i_o rted 

to incluve IIl<.: rkt!t ing of veget2t;1 ~ s, fruits, c0ffe~ and grain ~ distributio n 

M Br i ef Kevie~ 19S / -ljD4, .,Jvemba r 196~1. 

Fur the r d:l eva lua ti vn 0 f til .::: S€-c. ;!U Five Yt:a r Oeveloj1ment ~· i 2n .. j 

[1 963-u671 ,., r oviueJ i n the Thi r J Five Year lJevelo,:>",er.t p l an document 

r e.>o rtej th e es t aL I ishrilent of 12 ,Iult i··, )urpo se ilg ricultural co .. ;pe r a ti ves -

a;, oryanizatiJn which Ij r ~)v ido:!J tw.) .) r mo r e services to it s rnembers and 

thu s Ji ffe r eu in chd r ncter fror., F·) rm .i.)rke rs' Cuuf'c, r dtives [ ,1NCu, what is i'l 

j<ju lt i ~u rf.-vse CO,Jpe ra ti ve ?, kf,-!tla ric] . 
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>lhil8 the vari;:,us annua l re~'orts of the t hen f/o ti ona l COf"nun ,t;' 

i.Jeve l v~.Mle nt f;r.::ov ide jata and info n :iCJ t ion -In th e var i ous types of 

coofJe rotivGs incl ud in 9 nu l t i -pu rp'.Jse a~ rjcu lt u r al se r vice coope ra tives~ 

sav ing an':: thrift, cons umers and artisan coo~era t ives such da t " .1n:1 in -

format i .)n f o r Farm t,fo r ke r s I Cooper i".:l t i yes had neve r been r epvrt e .. i . Thus, 

it seerilS tha t p roduce rs ' cO,Jpe r a t ive s f ItJ::i ch we r e a ntici pa t ed t o be 

es t a!:>l isnej in Et h iupia, a nd \.ve r e !~ r ::>v j Jed l ega l g rounus have neve r been 

OIJe ra ti .~na l ie ,.1I-e - 1)'14 p" r iod.
2 

3.2 . Tell:: liE.ELOP".EiH OF !,GR ICULTUPJIL F:,l"U C ER ~ ' CuOPERAT IVES li~ POST 

RE'JOL UT I ON,~RY ETr! i 0,-' I A 

The deve I oiJmen t Jf a9 r i cu I tu rel 1 F'rodu ce rs' coope ra t i ves in the 

jXls t - 1:)74 pe r ioJ can be J i vLied into t,;1>.) s t ages. 

3.2.1. The In itial or Fi r st Stage - the t ime represe n t in ~ 

the f'e r iod upto the i ,5uanee of the 1)79 direc t ive . 

3.2. 2~ The Second St agt! - the t ime retJ r esenti ng the pe r iod 

a fter June 13 7j. 

j.2. 1. THE INITIAL OR F iRST ST~GE 

3.2.1 . 1. THE uEVELOP"lENT OF "C OLLECTIV E FARl'1S" [ Yt HAHUERAT I RS rlP,] 

The Jeve l o~ment of " co l lective f arms" was th e r esu l t of th" La nd 

Ref0 rm Pr0clamation of 1975. The proclama t ion anu i ts a~p licati~n 

crea t ed t h'() imp:; rtan t con...i i t iuns whi ch ~ave r ise tu th e emc r gGnce and 

deve lvpment o f c0 11 ect i ve fa r ms - the ndt;ona 1 i Lat ion vf lanJ ;,nd th e 

estaol ishment of PEssant ,\ssuciat ions . 



The Proc.lamation national i 28u all rura l l a nd s and tr~ nsfc rre,: it 

into the I;.ropt:rty v f al l pe)p l e. In the r) rocess s l a rge sca l E: ccmmercia l 

f a rms were a l so taken ove r by the state. The a"p l iea t;'.) n of th e p roe lan>a-

tion a lso resulted in the es tab l ishment of rural institutions. Peasant 

iissoc iati ·Jns which se rve va rious j)ur,JO s Eos. 

The nationa l i zeu f J mme reial far ;,]s while pa r tial ly ,"e re ch3ngeu into 
state farrns, part of them \Jere t n~nsferr e:1 into the administrati o n o f 

previous farm €i"k loye"s ilnd peasant ;4ssociations (PAs). Still a smaller 

pa rt of the commercia l farms were us ed t o s ettle the landless and the 

urb an un em,.' loyed. 

The l a rge far ms \"hich wer e t ransferred to PAs and un occu pied lands 

which f ell within their vicin i ty3 ware sta rted t J be cultivated joint ly 
by me;ilbers of the association a nd 'Nere iab l ed as "co llective f arros" o r 

Yemahber Irsha (in ;\;"ha ric). Bes ides those under the PA, " collective 

farms" also iocluded those which fell un cie r the admin istrat ion of previ ous 

farm emp ioyees and f u nns wh ich we re c)ccu i,i ed by the la nd l es s and urban 

u nemp I oyed • 

The 'co llective f a rms' especi a l ly tho se un Jer the P,I, we re initia ted 

dS ("ea ns o f cultivating la nd which would o therwise ha ve r ema ined un-

culti va t ed elf' e t o the imiO l ementat ion of the LanJ Re f o rm f'roclc.rmtion. In 

their tu d imen tary forrn, these far ,ns a ,j peared in U7~ and t he ir estab lishment, 

Qne may a rGue , prGcecJcJ the iS 5uClncc af any l aw that f:1a ¥ provide a l egal 

ground fo r th e i r apfJea rance. 



5. 2. 1. 2. THE F'OL I CV Ff\, \;·l t ,JORK 

Th " I ege I 9 roun d for the es tab j i sh mc n t and de ve i.J pmen t o f 
f.,gricultura l Produce rs ' Coope ra tiv-,s in the pos t - 1;) 74 pe ri od was 

first prov i JeJ by Pro cl amati on 71 / 197S ~ I'ea s " nt Assuci a ti o ns o rgani z2-

tion a n,j Conso llJ a tion Pruc lamati on . 

Th~ t Pr ocl ama ti on J e fined a n ~ricultura l Produce rs ' Coope ra tive 
as a society t ha t is est a Ll I ishej vo luntari ly by PAs. Th e l aw define,': 

the object iv," s powers and duties of such societies as fo ll ows. 

1) t o fl ut the main instruments of p rod uction under the 

co ntro l of I a nd wnen nece ssa r y to gradua ll y tra nsfer the ir 

')wn e rshi ,) t J, the soc i e ty ; 

2) t o d ivi de membe rs into wo rking g rou ps t o enab l e them t o w:lrk 
co llectively f o r th e soc ie ty es r ec ia l Iy by organi z ing membe rs 

. , i t h siJec ia l ob iliti e s in o rde r to obta in mutua l benefits ; 

j) t o J i ve p ri o tity t ;J the int e r e sts of the poo r a nd mi dd le 

pea sa nts and t o ensure tha t t l,e leadershi p of the associati on 

is d ra wn from such peasants ; 

4) t o ra ise produc t ion and t o g r3Jua ily improve the inst ruments 
of p ro duc t i un ; 

5) t J <Jay ",embe rs aCC0 r .J i ng t o the qua Ii ty and quant i ty o f the i r 
w:lr k ; 

6) t o ass ign a specia l funJ fo r the welfa re and securit y o f the 
mellDe rs ; 

7) t o strU 99le f o r co ntinuous improvement , democratic ri ghts and 
un i t y ; 



8) t o struggle for the !) r0dua l ab·) llti on of ex ,l loitati .:;n fr0'" 

th2 ru ra l areas f!nd t o r efrain from any kin d Jf eXtJL..dta tion; 

~) t o en .~0ge in continuous po l itic" l mover"ent i n o rder tv enha nce 

th ..: po l it ical c;)nsci ou sness a f Its membe rs; 

10) t o sue a nd be sued; a nd 

11) t o d ra w up its int e rnal r egulations; 

But the law aid not g i ve a ny provisi o ns f ,) r the organisa ti on and 

admi nistrat ion ;)f Coope ratives. Rathe r, [Ir tic l e 9 o f tha t la .. , 0 nt iclpa te d 

such p rovisi ons t o be flI3de in Proclamatl c n o f cooj)e rat ive societies 

(N cga rit Gazeta, 35 th year , No. 15 l. 

Befu re the issuance of the Proci t.fYJ..3t i on of the Coope rative societies 

in 197t1, however , the pa rti cipi.mt s in th" .. D eve l 0 f~nent Thr0ugh cooperat f..:>n 

ca mpaiy n beyun t o app ly thei r o'm ,lirectives in o rgan;z i n~ p roducers' 

cooperative s base:! on the Ju i_lc l in»s !=, r') vi ,: ~ J t o th em by mear.s ,:o f a 

sem inar . 

The :':raceed ings of the Sem i lVJ r (I la rt I , unda t eJ, Ivnharic) rec ..Jijn izeJ 

a nd no t ",j the situations pre v<l il inS! in the c0 untry th"n a nd ca uti 0 n"" 

aga in s t pushing the pea sants into the f o rmati on o f such ent e r~ r ises. Thus, 

the p roceejlng : ... rg ueJ tha t the fa rme r h ~J "eve lopeJ on i n<J ivi Jua l i s ti c 

mental i t y since he haJ ne ve r !)een 9 iven a chilnce t o cooperate in the 

previous s e cial system . UnJer th is conJ itlem, it was I ike l y tha t the 
\-

majo rity o f t he peasants neeJed tv p.:J ss e ss their ,~ wn piece o f land. 

Because; u f t h is, i f the fa rmer were t oLl t o ,",ut his l anu, f arm imp l8!oents 



anJ 0 th8 r resources un '.Je r the control of ,Jne auministrati .'e bo~J y, t o 

,. o rk collective l y an d d istri bute \J roducts he woul J n0 t be ,., ill ing t J 

accep t it si nc" the iJea ,."ul d b" stra nge tv him and he could no t s ee 

its adv~ n tages . Furth ~ r , the proceed ing a rgue j , it was impossi b l e t o 

force f a rme rs t o form such an o rgan isati on thr0ugh adm inistrative means 

f or that ma y result in ad ve rse e f fec ts. Thus, the p roceed in g condluded 

that a t ra nsit i ~n pe ri oJ was requi r e.:! t o r e i ieve farmers from t he in­

d ivi dualisti c me t a l ity that they h~ J 1evel oped . Du ring this pe ri od of 

trans it i~n, one may be au l e t o educa t e , t o raise the po litical consci ousness 

and t o chcmge the ave ra II v i e,"s of h rm(J rs by es ta~ I ish i ng serv i ce co" 

operat i ve s from which th ey co ul d l ea rn ", ~)o ut th e iJeas and us es 'Jf coopera-

tives. 

The pr.lceecJ ings 0f th e sem ina r " hich was supposed t o serve as 21 

d irecti ve f o r o rga nizing p roduce rs ' coope ra tives by Deve lopment Th rou9h 

Coope ra ti ,)n c 8i,pa ign pa rtici fJa nts 2 1s0 r<:cog niz ed the ex ist cnca ,)T 

except ions and the p.) ss i b ility (th0il) "...i f '.) rganiling cDoperat i ves whcr~ th~ 

poiiticcl l con sci ousn e ss an d the eC0norn ic sit u<> tions of f a rme rs w::>ul J a llow 

it. Wh ere t hG except i on d id not ex i s t , however, the; deve l opment o f coopella­

tives wa s antici f.'a ted to p roceej in four s tages , inclu d ing . 

1 . SE: r v ice Cooper.Jtives/C\:;Jit ail '~ i'ia rketing/ 

2. Fi rst Stage Produce rs' Coo iJe ra t ives. 

3. Advanced Produce rs' Coope ra tive s 

4. Corrmu ne . 



Th e se s ta ges of deve lopment ,~rc much simil a r to the service coopera-

tives and t he p resent MaibCl, Wol ba and Ve lland 

be discussed in the second part of thi s chapte r . 

r csplo:!c t j ve ly~ v"!1 ich will 

In 191:; , it ",as argued tha t th" stu;]" reached by the revo lu tion 

then necessita ted the zstablishment of d if fere nt types of coo~era t i ve 

societies of which producers' coopera t i ve was one. Va rious r ea sons we re 

prov ided to estab li sh the argumen t . Thi s include: 

i) Combat in s; the remnants of feudal ist ic and cap ital istic meaas 

of eXi:·loitation by enaDi 1n9 ,Je<:lsant , artisans and ,",orko rs to 

secure necessary servi ces and re tai n the fruits of th ei r l abor; 

ii) Protect ing the economic, flolltiea l uno s ocia l rights of the 

pea s ants and cnab l in ~ t hem to oLtain goods and servi ces essential 

1 i il giv in] i3 wi de r spectrum fcr cent ra l pl anning and ensuring the 

participat ion of the ~ road ~35sa5 . 

lnoener a l t the objec t ives of coo,Jerat ive soci-ct ies est~b l i shed 

acconJinCi t o Pr ocl amation 13>; o f 1 ~7e include [ Ne]a r it Gazet a , 37th year, 

No. 'I j : 

1) to devebp self reI iance a nd t.J proillote the inte rest or t he i r 

r~lembe rs i. 

2) t . put the ,' ~ans of p rudu c ti 0n under th e control of the 

coopera tive s a nd t o transf·)r m thzm gradual l y t .J co l l '~cthe 

pro t-:,e rty a s may be n ece s sar~'; 

j) t u incrt!ase jJ ruducti un ; 

4) t o cx~a nd industri es; 



S) to conduct po l iti c~l agi ',i'\ ti vn ; 

0) tv e l imi ,w t e r eac tiona ry cultu re "nd customs; 

7l t ,:) ,:·a rtici,:ate in the bui l J ing u,:> of a sJc ial ist eco nomy; a nd 

J ) t ~) accumul at e capiJic1 1 an1 t o rrcb il ize hunan r ~ sources to 

susta in econorni c devel.)pment. 

lihil e the above ;.l rovi ue the soci o-econom ic and pol iti cal ohjec tive, 

the t yt'''s (jf coope ra tives t o be esta blished in accorJ ance with the l aw 

inclu-..!e: 

Producers I Cooperative ::;oc ieties; 

2) Se rvi ce Cvo;:>e ra tive Soc ieties; 

3) Thrift and Cr ed it C'.JOpe ra tive Societies; and 

LA ' , } Housing CODperat ive SucietiBs. 

Uf th e var iuus types o f c00pe r!l tives includeJ in the fi rst g roup, 

i~g ricultur<ll i' roclucz rs' Coope ra tiVE: is ana. It is a Coupera t ive establi shed 

by f a rm,,!"s in a !'A. The l aw r e t a ins the pol-Ie re a nd duties l) r Jvide.J to it 

by P r~cl amat i u n 71/1 975. Still thi s l aw, like the ? r evious law dves no t have 

any ~ rov ls i0n ~n th e o rgan isation and aJministratiJn of such a s ociety. 

3.2. 1. 3. ClIL'. E~T IVE FAR"S ' PiE POLI CI ES AND 

THE 0EVELOi'dENT OF CO()"ERAT I VE~ 1; , THE IN I': ".L STAGE 

In our d iscus s iJ ns above, lVe " have shown the way th e 'Coll ective 

f d r ms' appea r eJ and ha ve intrOduced the various pol icies which we re di rected 

at p roviJ ing a lega l g roun d for the ernG rgence of /Igricultural PruJ uc ers' 

Cooperat ives . ?I s we have argued ear l ier, the 'co ll ective farm s ' we re 



estatl li shed b;,f -' r .; a ny -..If the t W:l l aws ~ rGvi ded i n Pr ocl amati o ns 71/1375 

and ljlJ/1J7' '. i3nd th e '.Ji r8ctive' , wh ich '~ u :J ht t v be used by Develo pment 

Thro us h C;JO"erat ion Cil 'npai gn pa rtici ~;an ts . \~e re i s sueJ . Thus, t he 

'cv llect ive f a rms ' which \~cre esta b l i shed inlt iil il y needed to be: reo r ganis ­

ed in sOl!,e I'lay t o bring them in li ne "li th the d irective (not t h,,· t the 

la ws d" no t have any provis!..,", on t ne o r ~aniza iton and a dininist r.J ti on " f 

cooperati ves ) . But it seems thJt De vel o pment T~r-'_lugh cooperat iun campa ig n 

ended before such a r ¥oryanization ha d t a ken pl ace . 

Fu r a ce r ta in .pe ri o~.)f ti rlle af t e r t he ca mpai gn , the re had been no 

sing le institut ion that ha d f ull y t a ke n ~ve r the t a sk o f o rga n isi ng 

Ag ricul t u ral ProGucers Coope ra ti ve s in -th e country. The t a sk bc longeJ to 

t wo in s t i tu tions .. t !w the n ,'iin ist ry o f Land Re f o rm and Administrati on and 

Mini s try " f ; 'g r iculture and Fo restry lleve lopment. Since these t ,>/o institu ­

ti .)ns 'Ne r e not fo ll o wing anll unique 'i~~y in o r ganiz ing coope ra ti ves , the ir 

acthtit ies s eemed t ·~ have l e ft the co llect ive fa r flls without any s;~nlfi cant 

ch ange . 

In 1')77 , the a ~ove two institut ions \~ere com~ineJ an d f o r mecl ,>! inistry 

of l~g ri cLil t ure and La nd Se ttlement . Th is ;;in i stry had i) cOvpe ra t iv<! 

deve lofJ;;;ent depa rtment with in it. Even t ho ugh this depa rtment t ri e .; t o 

ove rCun., the institutional pro b le,lls and ma c; e a n effo rt t o coo rd in 3t e the 

activiti e s of the coot-'erGti ves , i t h:,c! i l0 t been succe ss ful since the ~0wer 

" f o r j .Jni z ing s uch coo pera tive s W~5 nJ t ml egated t u it by any l aw . Thus, 

the 'cc>1 iect i ve fa rms' persisted ws t hey " e re csta ~ l ish"J initi al l y (Vi ithout 

ho; v ing un i f ", rmi ty ,n u raani sa ti on a nd ·.),~er" ti v n ) until 1:J7;J. uu ri[)g this 

pe r iod, ro s il1g 1e po l icy was prac ti c,, ] iy 3pp l ied. 



',. / 

t.J l r..;ctj'l0 3nj/ Or I JW whi .:h Wt...I S slJcc.:ssful!y aiJt) l ieG i n t ,w ,) r ::;~n iLation 

d nJ .J u :,l ij-ds trd tl ;.) n .)f cJu rJe r .J t i Vl!3 n ;-:)\I~ had v ...l rious <.!flcc ts ~n .J n eg:Jtiv~ 

CI ... :>nSeq~ 3 n Ct! S ..;n tn~ rurd l I i t e ,:)n t~1\:i: col l cc tivi.! fa rm s ;JOG th o,;;: subs (;;.q uen t 

Jev ..... l ,.)pill~nt ..... f SUc!l SOC i t: li (!s. I n mus t casc:s~ cs p\.:: c i a l iy in hi ljnly 

j)0pul ti t~:J ar26 S tht:! ~x i s t e nc,,; ;)f · c,.' l lecti ve f u r: :1S· has ~cte(j ,JS det er rent 

t o tt18 jistr i ..;uti Jn of lunJ. lil is was 50 i.::.e(·au st:: in dense ly j)J;)u} ated 

J r ·:.:>..J s, t he s tl .. ' r t a:.)B ,:.) f Lmo rC _l ui r t!'.l th~ir r eu istri :J u t i.J n . tJ ut. t ;H.dr in -

clasiJIl int-..; lanJ d istri ;;u t ivn ',''''.;is co nsiJe reJ ()nti-soci al 1st f i)r they WB r e 

.JS SUi,lcd t ,,) ,jE: ·:s0ci .:d ist r)r':'t1e rt yll . \'Iure~)v er $ t he 1 i kel ihoaJ -..;f the 

ux iste nce ,.)f va ri 0 u s i nflu 2 nce~ i n tne ;jist r i buti0!1 of pr0Juc t ion wh ich 

v,l2 5 nut [f.:'.1Je in a cc..)rJun c~ 1'! i th J i strL.ution \Jccur~Jin ~ t v ~"'0rk9 rlll ~;h t ha ve 

crcdt~u ~ i"lcJ.3 tiv~ impresskm '.J t f ~~flil~~'S inf luenc in0 the SUJSc .. lucnt 

ucveJ0rJ~il...:nt ..if c"";Ujle r ati vB s . The (-;ffect ;; f S;JC,l i nf lucil ces i s pa r tly 

r2f i t:! ct ~o.1 i n T3 ,Jj ~; .,S . I Jnd j. L . Th..;; T3L'lcs in 'Jicalt:! thdt tn~ J~·;ve 1 0piI.ent 

Jf t fle c",;l l ec t ive T':': fI !IS 0 i J nut 5h 'J~rJ ~': st~ ci Jil )' i nc r e.Js i n .J t enJency i n 

\~ re0ver, the incre~ s~ in the nu,i!Jer 

l ::jj:)/ j U. 
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Table 3 . 2. 

Tt~e Jf 

Lru,) 

~ere.)ls 

l-'u15 8~ 

Uthers 

Tot" 1 

j.2.2 . 

C;Ji i clct ive ," d r .1l Ho l J i n:-js .. Est i no t es,Jf /-'.r0-;-. an:.:! 

Pr.)Juct i on for r'j:J j ')!" Cr..)r1s - ;irea in t h0uS3n d :>f 

Il~ct ~ r~s and Pr'J ~ u c t iJn in thousands uf ~u intd ls 

1 9/~l7b 1)76//1 1977 n f3 197(·17') 1 :J73/~O 

f.i r ed ;-"ruJ , .J, r~ ..j ~: r;)J ;-.re.) ~ r·"J I .... rea Prod j·\ rea 

40 . 0 JoU." 34.J 237.6 ')2./ 'Lo/.& 36.0 230.1 5.u 
s.) 41.,i L .) 22.6 i. . 1 20 . 1 ~.0 17' ) 1 • .. , 

10 . i Z I . / 
.. -., 

1 ~) .. 9 7.3 24 . 1 7.2 L 1 . 0 1.8 ,) • L.. 

51.1 44;.7 45.4 2/7.0 42./ 311. d 46.0 .:l3 0 .L 7.7 

S'Jurc"" IIIBE, J\ nnu3 1 Re\);,) rt 19J3 

3.2.2.1. Hi::: u ll~ ECTIVE FoR THE EST"SLi ::H,iE, 'T uF 

I n Jun~ 1 ~ 79~ the Eth i0[l ian G~v0 rBm0nt i ssueJ a d irecti ve on the 

est3 b l ishm~nt of jJ roJuce rs l c0o~'e rat;v'Cs . The u irect i ve was tX"\5e ll on 

L-;nin' s plan f ~) r buil j ing coope ratives. 

The ba&i c tenet 0f the p l an is t J al le~i a te th e nasses Jf the 

poo r peasbilts from the yoke o f lJover ty Dy ;Jo0 ing th e ir sma ll ) ri vlt0 

farrns t OJ ethGr a nd by fvrming la r ge seil l ", co ll ective farms. InJr~el- t o 

red I i ZG 'Lh" aoov,", ,)bJec tivE:s , the state woul J need t o provi ae mate r ia l , 

eJ u cati0n~I , c u l t urd i, t e ch nicd l 3n~ financ ial ass ista nce. 

Proo 

41.0 

6.b 
14:) .0 

197 .4 



51! 

The d i n:c ti vC! j e fi nes an ,·\g ri cultura l Pr oJucers' C':>ope L'l ti ve .,5 
,In eC·J n ..llll ic o r ]an i z.) t io n of f a rme r s whi ch i s 8stab l i s heu thrJ u J h g radua l 

transfu r ma t iJi1 )f in d i v iJ ua ll y "",ned mea ns of ~ roJucti on i nt J C'..lm"D" 

uwn e r s h i~ baseJ ;) n th e wi II a nJ c)rmn.1n inte rest 0 f farmers. Fa rrwr s wi II 

ca rry a ny kin J Jf #Jrk in c"o"e ra t i ~ n a r,d d istri bute th e ir ~ r()Ju c t s i n 

a ccu r dance '" I th the i r common p L3n . 

The objec t ivt! s o f rl0riculturai Pro.Juce rs' C,jope ra tive inc l ude: 

C) 
i) t o abu lish caiJ itil l is t eXp l o itati on a nd to v ro t cct t he ---eme r~ encc of any J r oJ unJ ui :0n wh i ch such ex p 1 () i t ,:) t ion 

Ii) t o increase og ri cu l t ur 3 1 ~ r JJ uct i0n by ut i l i z ing modern 

t~chno l 0g i e s and by transform in y s ma ll in J ivi J ual f a r ms 

i il t .,) large - sca l e ...:nes ; 

iii ) t v ;J r o t e ct the pc)l itical, c)cJnc"nic and soc ia l r ights .Jf 

fa nne r s by estab ! i,iling and Jeve l " " in g a soc ia l i st system 

in ru ra l areas; and 

Iv) t v c r ea t e a ll fa vo u rab i " C0nu iti ons f o r pl a nn c-i '.:ir0c t ian 

,jf the ecun'Jmi e s of f a r rnc rs . 

The ab0ve ;)bjecti ves a r e t o be ".,3 1 ized by tra nsf J rmi l1g p ri va t e 

o wne r sh i p o f the mea ns ",f f' roduc ti ,)!1 in t ce sJ ci a l ownershi ~. 

ilccu r J ing t o the d irective wh i l e 3 s ing l e i\g ricu l tura l p r x:ucc r s ' 
~oo"e r a t i ve is t :J be "s t,,~ lished i n ,)ne r: '" it \J 'i.l Y be initi a t ",j by 3 numb e r 

..;f fa rrtl-c rs .. )r by a ll membe r s .Jf t he j"'; . It lL\ay a l so be establishe .~ by 

f a rme r s "a r t ic i pa t ing in settl "ment proy ra nlmes o r o n ~ rev i uu 5 co ll ective fa r ms . 
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"\'i!mbc rs ,if 2 ~ ! VGn Pi-\~ o r· fne r!l ~j e r s :;f hou 5 ~; h J 1 ,Js ...if th~ I:lcmbe rs ..)f p,'~ whv 

a r c i;j bvV~ 18 YI:.:A r s vf age 3m': U rH.!,fi; .. t -.. yr:-j :.·~,,; , : l c j f ~"iu r k i n g agoa l;.~ re 

e l i~ i b l.:. f ..) r Inerrr.)e r ship t n clupe rati vc s . 

/1 mem~h3 r .) f ,) r.Jduce r s ' c..J,) .)e ra ti·.te ~nj .)y s va ri ous ri ghts : t o pa rti­

ci pat e in the act iv iti e s o f the c(lo"e r a t l ve a nd u r <! ce ive income " cc0 r d-

ing t .:> hi s wGrk , t J partici pa t e i ii t he "drn inistrati J n :.>f t h" coo" e r at i ve s a nd 

ic its Gene ra l ~s s emb l ies , t o Ml ect anJ t o be el e cted and t o util i ze th e 

s e rvic" s f' r'~ vi ded by th e c,Jope r a ti ve . Bu t memb<; rs must a l so fulfil the 

f v ll owi n;J ~ u t iMS : t o Ob l y th e r ul es o f the c0Jpe ra t i v"s a nJ tve""cut " 

r e so lu t i Jn s ~)a S:ie u by the Gene ra l j~SS elllb l y a nd the executive c0;fllnitteB , t o 

a bi Je by '1I:) rk dis ci " lin es a nd t v f u l fi l the ir a ssi gnme nt s, t o accerJt cvnst -

ructi ve cr i tic i s nis a nd t o jl ro t eic t publ ic p ro ;;e rties such as f u r ests a nd 

ani ma l r e sv urclds f r JOI Jarl'k3QC . ·.then :"I roe.n.l:>e r l ea ves the c ..)..:>;;e r clt i ve ei the r 

b y hi s own .v i l l H ""1211 he is ,jismi s s" d b;, cc""" it i n ~ .. repeated act of 

i:liscunJuct h is l cmd dnd o t he r f e, r m im:-;]e.1Ients th Cl t ', ,,, tra ns f erre J t o the 

C0rl1l! lUn u,Jmini str,J ti":>i1 wi ll n..:> t be r eturnod t o hi m. 

:4CCu r ,~ ! n ;J tv th e J irecti v<3 , t he pu r pose of /·\Qri cultura l I:' r .):.:i ucer 5 I 

c':>" p"cclti ve s is to inc rease ag ricultura l i.l r J ducti .:>n ~y "bo l ishing sma ll 

hjlJings whi ch ca n be achielled ':Jy : 

i) ut il i z ing fertilize r s , imfl r ·,)Ve<': seeJs, pestici Jes , 

irfip.cu VeJ ag r icu 1 tura 1 iJ;11_, 1 cment s add other ap t-l r01)r ia t e 

a~ r i cultura l t echno l ~~ l es; 

vil ri " us ty pes " f a ni ma l f " ,JJ er 3nd 0'( kee" i ng 1 ive stock 1:n a 

h~e lt h y c JnJ i t i0 n ; and 

i i i) em,_ l Jy i ng i r riga t i on . 
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t.!t,;.si..:!es t he (Ji.)".)vc p dgricultura l 3c ti v iti e.s, jJl~uouc~rsl c Jv;.: eratives 

ar c a l sd eX~E: ct·;;~ t o uxti}nJ their _lc t i-i it i 6:', intv ('kl rk et i n ~). In this 

reSr~c t , ~ ro..!u cE:rsl C, .. h)r'c ratj.J~s h, il] m~ke c:..;.nsume r 9voJs avaii2)lc f.~"\ r 

:)urch<lse tv the ! r mern0c rs at ~l r8 1ati ve l y L)~v0r ~r ices. . Dre :J ver , 

th ey ..v i 11 a ls 'wl be ~ng ag(!u in the c _ .. ;n ~ tru c~ : ...; n anJ p r ) vis i vn of svcio-

economic infra structures . 

P0 1i tical ly , tole t as k 0 f il coo;,e r i1 tive inc luJes fightin <J ay"lnst 

anti r -.;v.Jt uti onzry add ant i develotJf! ,ent elements, r eac ti unary culture 

and customs a s ,,," I as ar'Jus ing th " IXl l iti ca l consci ousn e ss .)f its mem'Je rs. 

Tile love l o f deve l o~ment of proJuce rs' c00iJe rat i vas, acco rding t o 

til", 'ji rect ive , i s meas ureJ by the de,jree;:,f jYJul ing 0f instruments of 

;.lro Jucti Jn iet,) the cOJpera ti ves for c ,)mm~m use . In othe r wo r Js, it is 

th" prot'Orti.;m or th " means of projuc tion th.:lt is avai l able un Je r comllon 

0vmersh ip which il ct ual l y measures t ;',,, I z v",1 of Jeve l o~ment of ,) roGuc13rs' 

cv,Jpe ra ti ve s . in this r espect, i-\;; ri cultura l Prod uce rs' Coopera tives Jeveloj) 

4 in tW ) s t ",;es , lIa I ba and 110 I ba 

A .'e l ba al lows 2000 s q . mts ,A l an ", fo r each filmi l y for priva te use -and ke~ps the rema inin~ l a nJ unJe r its c~ntr01 and has the ri ght t o use 

f a r ,,, an ima ls and o th e r i)roJuction t ool s which a re under ,) r, va t e ,lvmership. 

Since ilg r icuttura l implemen t s a r e unde r privil te ownershi p, the coo,.e ra tive 

pays r 0nt t _, .)l'iners f Jr usin ~ f arm L :l[..: l ci',;ents. Because of this$ a t this 

stage of jevc 1 o~iflen t, th e soc ia li st riot t o "from each accorJ i ng to his 

au ii i t 'j, t o ea ch acco rJ i no t o t) i s ,-forkl ! is not fu 1 i l' rea I i zed , The p!': nci pa l 

0f !;a I ba is thu s, to transfer t ' n) ' .. '-lC t i .in too Is from " rivat e t o c01 1ecti ve 

odnersh i r:. 

aim 



J.\t the staJ e of ;!-) ) U.3 , on t ile o t hlJr ha:.J, ~, ri v3 t e 0wn c rsh i [ .. o f 

of pr0 duc ti ,>n t h;:,t is unde r the co n tr~) l o f the coope r a t ive are co ll ective l y 

owneJ . P3 yments th() t the coope ra t i v~ 1f)'3 kcs wi i 1 tota I I Y be ba S\;: .J on the 

alllJunt (I f 1.:b"..., r contri !;u t ed by each membe r. Hence, c1 c\..")ope rat ivc C~i1 be 

ca II eJ wO 1 ba whe n it reaches such 3 I eve I th a t itt ra ns fo rms a I I Len,; wh ich 

via, used by in ,. iviJ ua l f ar"iC rs un ue r one co ll ect ive bo~y, wh en n il fCl rm 

ani mals an·.: i--r:)ducti ... m tools caine unJc r i t s cJnt ro l, a nd members a re a l l 

"a id acco r J in\J t o th e ir l abour c .. mtr i bu ta,j to ,) roducti on. One wh" " o rks 

iTO re • '.J I S ~ al ''': iTo r e, and une who '.v(J r ks less wi 11 be pa id 1 ess. Th e coo,.; e r a t i ve 

fThJt i va t es eve rY'Jne t o wo rk ilD r e an j :Jot no re ,0 th a t he may im,)r,)ve h is 

stan :la r d 'l f l iv ing . But this dJ0S no t mean that a membe r o f .3 \'1.; 10a wi ll 

r ellia i n wi d luUt l a nJ f .J r hi s own rJ r iv2 t <:.:: use . Each member of i~;.) .1 b a , wi ll 

have land .>f up to 1000 sq . mts. which he ma y ss e a s a ga r de n p lo t. 

Fr·JJucers ' C O\Jpe r ,J t l v~s~ ~ s d i scuss eJ abJve , wi ll deve l .J~ ·: in tw 

st 3ges . ih)weVGr, when each produce r s ' c J0l- ~ ra t i ve 3t the ,l0 1bB st age 

r edches a hi ; h6 r techno l Jg ic3 1 l evel , ,'/hen i ts ;.> roduct ive capacity i ncrea se s 

anu when SI.iGC i i':: 1 izat ion on va ri ous iJroJuction activit i~s becume ;,ossib le, 

d nUl"iJer _,f :: roduce r s' cvoperatives may fo r ") unity to crea t e wha t is knvwn a s 

,.',e l l.:: nd . Be l' ,;r 0 f J r,,, i n9 th e un i t y, each producers ' coot>" rdt i ve a t '.'Io lba stage 
---

'.v i 1 1 be r(;9j 5t~ r c0 by t he (1 i n is try o f i~:g riculture and will b(:! offe r eJ a l ega l 

,.>e r s Jn ~ l it y. Unce it ent e r ed in t o t he f o rma ti on of we l land wi th un i ty with 

at hcrs , hoV'eve r, the lega l pe r sona li t y o f each of t he coo ;>e r a t ive s f v rmi ny 

th e unit y wil l be concell " d an u a l e ]a l pe r son a l it y will be bestv\ved t ;.) the 

new .J nu l ::,)(flC1tGJ D..;J'/ t o th e ~ '0 11 3 n d . Each produce r s ' coope rati ve t ila t f 0 rme J 
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the unit y wi I I then bewme a i3 rl90de o f til e ,.felland. Un the ~ive rD9c , 

whil e d ~r gada wil l have ~ O O me, ;J~e .. s a nd h" l"s dOO hectares Jf l an J , 

"e ll anJ will hel ve 2:';00 meIC,bers and h0 1,1 4000 hectares of land . 

!;iJr icultura l "roJucers' coope r Cl tives, at a ll stages of t h«ir 

,Ieve lopn'dnt <I i II be di rect~~Y 11ffe rent b,:,,:i ies inclu d iny th e GenerClI 

kssemb ly , the Executi ve C0Itlrr:ittec , PAvalo .. ifll€nt COf!lia ittee and pG.)r-- 1es 

contro l co;,',. ,'; ttee. i\>l ricultur~ 1 Produce rs' COvper a tives in th e ir 

Ulierativn " nd "enagclment foll Ol. the :J ri nc i f) l e of Democra t ic Centra lism 

omJ they ,)pera te acco rJin~ t o " I,o rk ;:> Ian. 

i l$ f ,::'! r 0 S the d i stri buti on of i n c '-' ;I;(=; is conce rned, the coope rative 

afte r distributing its income arl10nfJ its membe rs accord inu t ~) t ,'lei r vVork1 

wi II all ..) ca t c th e re main ing f o r vJ r i JUS ac tivit ies in the fo ll vwing 

prop,:, rti ons : so p" rcent of p roJuct i v0 invest r,lent for the coming crop 

season, i . e., for ,''' rkin;j c,3" ital a nd f ixed ca p ital, 25 p"rcent f:::>r 

res e r ',e fund, '13 pe rcent for social a ct iv iti e s and 2 pe rcent fo r m<1te rial 

incentive. 

" 
2 .2 . 2. THE INCE i~TlVE GROUND -TAX, CREDIT i\ " D nARKETINu PJLICIES.'o 

Various incent ive groun ds ha \ie been ,' ruvi ded by the Ethi o ,)i a n 

Government by mea ns .:I f its flO l ici cs in ,) r ,.l er t ,;) encvu r agc the develo :J-

nlent o f Ag ricultural Prod uce rs' Co') foe rati ves. 
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T,;X POL I C I ES 

The inc Gntive tha t the stat e ~ rJ vi :k:s t ,) the j e vc l Qpm~nt of ~j rJducers' 

cJ0 peratlve s throu(jh its t ax po l ic ics can b;:: seen in i!rOC;amati on 155 o f 

197J - The Income Tax A"lenjment ji r·Jc l .3rnat ion - <tdd proclamatiun 1 ~)2 of 197d 

Rural Land Us e Fee a nd :,gr i cu ltural (\c tivitles Incor.le Tax I,rnendment Proc la -

mat ion. 

I\cco r d I n9 t o the Income Tax j.\mendment Pr oc I a rna t ion , wh I l e i nd I v I dua I s 

wh o obta in their incorne from a ny bu s ines s pay income tax accord in(j t o the 

rates set by the law a dd ~u slncss organls~ tlons pay 50 percent o f their 

taxable in come a s Inculne tax , coope ratives a s business undertakings do not 

,:;a y a ny t ax . Furth e r , ,nernbe rs of such cvOl~e ra tive s a l s<) enj o y a t ax f r ee 

I imit o f ,,10 SI rr o n t he i r a nnua l income. 

Th e Rura l La nd Use Fe e and I-ig r l cultura l Income Tax (-\rl1en Jment 

p.Doc l amati ()n requi res all f a rmers t o pay the Gove rn m"nt for us i n ~ the l a nJ 

! g iven to them - r.t 1 and t ax Bu t the ~ li1ount tha tis ;)a i d by memb",rs of 

prouuce r s' coopera tives is enly ~ 81 r r pe r a nnUl n, whil e the am~un t th ,~ t 

j s pa i d ':> y non - iooilibe rs is lOB i r r . 

CREulT POL ICI ES 

In fires"nt da y Eth iJp ia, where banks are un Jer the Ilunopo l )' of 

the sta t ", the i r credit activit ies are requlated a nd coo r J in a t ed in a ccordance 

with the sta te po l i c i es . Si nce the Nat io nal Bank o f EthiO p ia i s ernpowe red t o 

coo rdinate a nd regu l ate creJit activiti es, It has . issueu the c r edit IXl I icy by 

whi ch al l bank credi ts ~re gove rned . 



T I'IO princfl.l l p.s unJerl I e th e cr ~::,; it po l icy o f t he e.:mk: 

i) The i~ rincir11c whi ch states thut in 5uci.J1 ist economi cs the 

rol e of banks is ba s ica l l y t .' 'fiUbi l ize a ll id l e financ :al 

resou rces hum a l l sectors '.\ ;1d ;J rovide credi t to those I' r i..>r it y 

s ec t o rs acco rdi ng t o the s t at e ~I an. 

ii) The.; i; r i nc i ,Jl e whi ch s t a t es t ha t ba nk s a nd f inanci a l ins t itutions 

a re respo ns i b l e t o p rov iGe a ll t he cr edi t requ ired ~y t he va r ious 

5ect0 r s of the eC",.>nomy oS l onJ a s the money 1 ~nt ou t i s mat ched 

by the va lue of goods and survices produced 0 r t ;.) be pr0J uc8d. 

BaseJ on the ~bove t wo prin ci pl es, prh)rity sec to rs a re i den tified 

on th e basis of t he soc ia l i sa ti on crite ri o n a n l t he Jeve l o~nen t criteri on. 

Acco r J ing to t he s0c ia l iza t ion c r ite ri on, bank s wi ll a cco r d prefe r ent ial 

t rea t' den t tu t he soc ia l ized sec t o r s , i.e., sta t e ente r pri ses and coope ra ti ves . 

The jeve "!oprdcnt crite ri on, on th e othe r han: ... , t akes i nt o account th o 

in t e r re l a t ionsh i ~ of th e J i ff e rent s ec t o r s to enha nce deve l opment and t he 

ext ent of contr ibut iun o f ea ch to t he (.e H a r e ,) f the b road ma sses. Ba s ed on 

thi s c rit e ri o n , amol19 the vari ous s ec to r s of the ecunomy , th e hi ghe s t 

~ ri o ri ty was given t o ag ri culture . 

~iven the above 1J0 li cy o f t he Bank, r,g ri cultura l Producer s ' COOI 'e ra tives 

r ec e ive creci i t p rio rit y next t o sta t e fa rms . ,'\a reove r, p r oducer.s' 'coope ratives 

a l so enj o'/ pref erenti a l trea t ment in paym"n t o f int e r e st ra t es o n l oans obtain ej 

r ror" Ban ks. Thus acco r J ing t o the in t eres t rate po l icy of the Ba nk, wh ich 

iJeco,,,e effect i v<; a s of Jul y I, 19J6, \~h il :a "Ig ri cultura l Prod uce r s ' Co­

opera tive s ()ay 5 })" rrent o n the i r l oans, gove rnr,1ent owned un de r t a ki ngs a nd 
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in dhiJual!. pay ·~ dl1d Il-'e r cent r e5<JGctive l y on t he i r 10o l1 s . In fact, a s 

fa r o' s i nt ,: re st "aYlllent ie concerndd, c~,0"0ra ti ",, s ob t ain t he hi ghest 

pr io t ity . 

Pr·.x:uce rs ' coope rat i ves a lso o bt ai n credi t f r·.)m se rvi ca coo,:e ra t ives 

f f · 6 ree 0 any In t e res t pa yment s. 

PR I C I NG AiW ,·\il.RKET ING POL I C I ES 

To enhznce the de ve l op,,,en t of z l ready e stabl is hed ;:> ro ducers ' 

coope ra t ives [. nd t o _a t t r act farme r s tL) fo rm cooj-Je r a t ives, i t is argued 

that a system which C,Jfih,'1i nes att racti ve ;.- rices and but te r s u Ptl l ~' services 

of t he in _Ju ts (tha t a r e ut i l iseJ by such ente rp ri ses ) a nd o f t he j, r i cing and 

mark",tinj of thei r out i)uts must be se t. 

On the in ;;ut side, sta rting f t'-'Jin 1980, t he p r i ce a nd ma r ketin g 

s ystell , ha s fa voured t he coope ra ti ve sector re l ati ve t o the indiv idua l pea sant 

secto r in t he sa l e o f f e rt i lse rs . In_ '.; enera l , start ing fr om 19:\(; , c00pe ra-

t ives ha ve been en j oyi ng a ,:> r ice diffc r<! nt ial of 10 Bi rr pe r qu intal in the 

purchase of fH t i I izer . Th ey al so rece ive i) ri o rit y in t he :_u r chase of o th e r 

in ,.>ut s - improved seed s a nd ins ec tici das and he rb ic ides. 

On the ou t j.J ut s ide , in de l i ve rin,] the i r prod ucts t ;) the /\g ricultural 

t,arket ing Co rilo ra ti o n a t fi xed " ri ces , coo;Je ra t ives a l so en j oy hig lle r p ri ce s7 

for til", i l- ;J roduct s than ind ividua l fCln;1e rs . Acco rding ly startin,,: from 198 0/tJ l 

whi l e covr ·era tives have ~een 8njoui~g 2 ,) rice d i fferenti " l of ) Birr per 

quinta l in the s a l e of Tef f , whea t, i}u lsc s and o i lseeJs, the co rres .,md ing 

;>rice u ifferenti a l f o r ba rl ey, sorghum Cl nd ma ize I,~v e been 4 b irr l:e r quintal. 
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TH E TEN YEi,RS PERSPECT I VE PL Ni ,~Nu COOPERi\T I VES DEVEL O?riEtH 

So far W~ h~ve enJt:av ... 1ureJ t (; ShOh' the l egal aroun d p r .,)vi ,J~J by 

th e kevoluti onary Government t o ,ma lli e the em(: I"'Jence of Ilg ricultllni Pr·J-

ducers' Cooperat Ives and the incant ive grou nJ extendEd for peas an ts t o 

attract them to form such enterprises-Besi des the l egal and the incentive 

grounds which we stated above, the Ten Y~a r Perspective Plan give s a 

strong emphasis to their development and d raws strategies which wil l e nab le 

the formatbn o f additional 14,197 B:J ricultura l prod ucers' coope<lTatives 

In the ten yea rs fo r which it was d rawn (1983/81; tl' 1 ~92/93) . iihen that 

number of coope ra tives is estab l ished as ~nt ici pa teJ by the pl an, the 

pr opurt Lm ,,If hous eh J Ids wm i ch a I I the 1\0 r i cu I t u ra I Prvciuce r s' coo,)Cra t i ves 

contain will rea ch 52.1 percent Jf the t ~ t a l ag ri cu ltu ra l househo lds. 

T" a chi eve the s tat ed objective , t :10 Ten Year Plan, a antic i;~ tes 
to gu id (;; the deve. iopment of ;:, r0Jucer~1 Cl.Kl:)2ratives by the strat egy of 

integrat \lj rur31 deve ivp".cnt ',)y se l ec t ing l ocal ities suita!>le f ·::> r the 

ex~ans i on of pr"_ducers' cooperative s <'i nc: by cemsol idatin,] t ho se which 

'tl ill concont ra t\l, a s apl) ro~ ri " t" on s ,: ech'ic p roJu ct s. P,nd thi s stra tegy 

"f i ntegrilte~ rura l Jeve l0prnent is a stra tegy which ensur es the coo rd inated 

Il rJvision Jf technolo9ical~ economic and socia l services necessary for 

raising the [; roducti vity of p roducE:rs' coo,~eratives. 

The stra tegy of the ~Ian a ntici ~atas t J take al I necessary mea sures 

t.J ? rovi \.le coope ra tives with the r e .. 1 uir~,~ improveu instruments ,:) f ..... P)Juc-

tion such a s trac tors and comb ines on cred it IJurch ase arrangements for those 

th a t can affo r j it, or on a rental D?sis fu r thOSe that have n" t a ttained 
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such h.!vels v f deVe lofJment, and tv exten j r(: iJa ir and mc-lin t enan c;c se r vices 

in th t:.: fu nd C'! r €;[1s. 

The pl;., n a lso a ntici ,lates to t a ke al l measures that wi l l ra -is e the 

j.lroJ uct ivi ty of i)rOOU Ce rs' c00pera t i ves significantl y, to ex t end t he supp l y 

of i r:lproveJ seeJ s and pestic i des as we ll as si mi lar se rvices to introduce 

improved farmi ng a nd ma nagement methoJs on the ba s is of r esearch fin J injs 

and a lso t u ,nake a n extensive use o f irriga tion scheme s in order t o free the 

peasa ntr y from the vagari es of na tun~ . 

\~hat then is the practical effect of :1 11 the alJu ve -' 

3. 2.L . 3. THE "EVELOPNENT OF PROUUC ERS' COOP ERATI VES Itl THE SEC ,Nf! ['Hi·I$E . 

The di recti ve issue~ in June 197) of f icially ~ut s an en j t o the 

ac tiviti es of th<> ,; revi ous co ll ecth·", f <. rms [ Vemah i i) e r IrshiJ). These farms 

shoul d cea;e 

t hey J iJ not 

their or;z r3tivn in thd 01 ~ ""ays ~~Ga use, t he J irectiv>3 €Jraues, 
pr inchles 

fo ll ow t he basic of A,j ricultura l Produ ce rs' coo perati ves i n / ' 

th e i r organisa ti on [ f'li :\C, 1)79, ,I. l J ]. 

On the o the r ha nd, the ·" i rectiv" looks 3t the s e fanus as iJ pos si b l e 

basis f o r ",st eb l ish ing ;\g ri cultura l Pro-:;uce r s ' CooiJe ra ti ves in a ccorda nce 

wi th its own p rovis ions. Th us, the " i rective sta t es the&! nn ,'\gricu ltur" l 

pro j uce r e s' coope ratlv" may be csta b l i shed o n pe r vi::>us " co ll ect i ve f arms" 

by organizin:;J ;:;oo r farme rs who a re sdectc-; frol,' Pi,s I<hi .ch previ0usly useJ 

t o cu l tiva t o that co ll ec tive f a rm. 
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In No vember 198 1 , 13 mo nth s :; fte r the directive 1",~ S issLled , 

544 coop" ra t ivc s (139 in Wo l b~ s t "lge) we re repC) rtc0 t o have been o rganised 

in the country in 1 ine wi th the prov is ions of th e direc ti ve . Thi s is 

provided in Tab l e 3. 3. 

Table 3. 3. Ag ricul t ura l Produce rs' Coope ra ti ves a s of 

Admin i stra t ive 

Reg ion 

Arsi 

Ba l e 

Gamo Goff a 

Gojjam 

Gonda r 

Ha ra rg e 

III ubabor 

Kefa 

Shewa 

Sidamo 

Ti gray 

We ll ega 

Well o 

Total 

~!ovembe r 198 1 

Number of Coopts Tot a 1 Number 
of 

Membe r s Ma lba 

46 

49 

2 

11 

28 

45 

45 
21 

54 

22 

i 
64 

11 

405 

Wol ba 

15 

5 

2 

18 

9 

25 

12 

29 

139 

2205 

4445 

287 1 

106 i 

187~ 

4135 
2449 

11 75 

6068 

48 U6 

332 
608 1 

4082 

41627 

Land fie l ding 

(Hcc t a re) 

6530 

44 -/5 

3249 

3847 

5574 
4751 

, 665 

2455 

1-'1509 

8441 

391 

18209 

5685 

85781 

Drought 

Anima l s 

339 

353 1 

1286 

1102 

2701 

246 7 

1333 

589 

31;82 

355 

150 

6479 

21 14 

25928 

Source : Mini st ry of Agr iculture, Peasant As soc ia ti on and Cooperative 

Development Depa rtment, r ,rme rs' Cooperative Movement in 

Eth iop ia (Amha ric) , June 1983 . 



Year 

1980/81 

1981/82 

1982/83 

1983/84 

1984/85 

1985/86 

1986/87 

51 

Even though most of the coope rati ve s were estab l ished during the 

stated pe ri od of t ime, it is l ike ly thi'lt some of these coope ra tive~; 

which appea red initially, came int~ existence as a result of the re­

organ ization of previ ous" co ll ect ive fa rms" which were run by Pl\s and 

settl ~rs. From the beginning , co~pe ratives have been in creas in J over­

time . This Increase in their number, membership and their holding s can 

be seen from Table 3.4 . 

Tabl e 3.4. The Development of Ag ricultura l Produce rs I Coo[)e ra tives 

[ 1980/ 81 - 1986/871 

Numbe r of 2 Number of 2 
Co ope ra t i ves Coopts R e s 0 u r c e s 

Ma l ba 

405 

744 

799 

99.: 

1:;55 

149/ 

1953 

Wolba Registe red Membershi p Land Oxen Tractor Capl tal 
(Hausch') l ds) (Ha) (Million 

Birr) 

139 32 34,533 36,387 89, 041 29 

262 67 60 , oS8 151, 759 42,643 11 , 

397 129 ; 9,fi35 139 ,2(; 1 61 , 1/6 66 30.5 

497 179 9'1,368 165 , 407 82, 166 i6 45.8 

601 191 132,(1 ;2 201,28C 120,372 86 59.1 

826 225 190 , 3i 2 292,24 7 191,44 7 137 83 . 5 

969 317 239 , 450 397,271 230,997 262 115.8 

1 Source: Ministry of Agriculture, Statistical Book of Ag riculture 

(Amha ric) , /\ddi s P,baba, 1987. 

2. Ministry of Agriculture , Peasant Associati on and Coope r ­

ative Development Depa rtment, Annua l Repo rt . Various issues. 
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NOT ES TO CHAPTER 3 

1. The t.ra nsf e r of Rist Land wil l provide '1 ri ~Jh t of hol di ng-·ove r the 
land 5 0 transferred. The lane 'c ransfer red as Rist Limo ho\~eve r, 
may not be so l d or otherwise a l ienated by t he cooperative without 
the prior consent of th e Min istry. 

2 . Two othe r studies, one by Kebebew Daka and anothe r by the Mini s try 
of Agriculture, have reached a t the same conclusi ons . For de t a il s 
see , Kebebew Daka, Coope ra tive Movement in Ethiopi a, [ Acldis Aba ba 
Unive rsity , College of Socie l Sciences , 19 78) p.4 1 and Ministry 
of AgrIculture, Peasant As soc ia ti on and Coope rat ive Devel opment 
Depar tment, Farmers Coope rative Movement in Ethiopia , [ Amha ri c, 
June 19031· 

3. Peasant Assoc ia tion is established on an area of 800 hectares of Land . 
4. See page 3', of Provisional Mil ita ry Administration Council , Directive 

f or Estab l ishing Agricultural Producers Coope ra tives , [ Art is tlc,Print­
Ing Press, Addis Ababa, June 19791. 

5. Fi e ld obse rvat ions indicate that incentives provided through gove rnment 
po l ici es , except those on sale of out ruts , are ava il ab le onl y f or re­
gistered coope ratives. 

6. Produce rs' Coope ratives , which are not reg iste red, however, pay on 
interes t rate of 7 percent on l oa n tha t they obtained from reg istered 
service cooperatives. Thi s is becaus e se rvice cooperati ve provide 
l oa ns to produce rs coope ra ti ves from credit that it ob ta ined from banks . 
Under this conditi on , th e producers' coope rative not only pays the 
5 percent Inte rest ra t e, but a l so additi ona l 2 percent to cove r costs 
incurred by the s ervice coope rative. 



7. Highe r ArK price f o r the p roducts of the coope rat ive s rTlily nCJ t 
nece ssa r ily imp l y that coope rati ves are be tter off than ind ividua l 
farme rs s in ce the latte r may sa],3 the i r product s pr 'Jduced )bove 
quo t a on t he open··market. Fo r de t a ils see Cha pt e r or, . 

8. The t en yea r p re spe ctive pl an d raws a ll its strate9i e s from t he 
Prog ramme of the Wo rke rs party o f Ethiopia. See Worke r s pa rty of 
Ethi op ia, Programme , Endo rsed by the Feund ing Cong re ss of the 
Wo r ke rs Pa rty of Ethiop ia [ "ddis Aba ba, Se pte mb e r 1984J pp . 6 1- 66 . 



CHAPTER 4 

PERFORHANC E EVALUATIO N: A MACR O LEVEL ,1\NlILYSI S 

In our discussi on of the historical de'lel opmont of Agr icu ltural Producers ' 

Cooperatives (,1PCs) in Ethi op ia (Chupter 3). \"e concluded that irrespective 

of the various legal grounds provided for their deve lopment APCs did not 

deve lop in the cOlmtry during the p re - re vo lu tion peri od . They have been , 

howeve r , devel oping in the country as a whol e in th e post- 19l4 period. This 

has been true particul a rly for the peri od after 1~79 . In gene ral, the theor­

et ical and ideo logica l considerat ions provided in Sect ion ~ .2 . 1. seem to 

form the basis f o r the deve l opment of cooperatives In Ethiopia-conside rati ons 

which have found ' 0bj('ctive exp resi0n' in the Jun e 15:·9 Di rectives . How much 

has tho; Ethiop ian Governmen t becn succes sful in that I ina ? r' r e the cooper ­

a tives« o far e stabl ished) really in the direction of fulfill ing the basic 

economic tasks for wh ich th ey are created ; tha t of meet ing the food require­

ments of the peopl e an d supp lying industry with agricu ltu ra l raw mate rials 

which can on ly be achieved by increa sing product ion a nd p roductivity? Thi s 

part of the paper is th us d i rect ed at the performance eva luation of fhe coop­

e rat ives at a macro level si nce 19n . 

4 . 1 TEMPORAL ANALYSI S. 

From the ve ry begi nning r.PCs grew steadily but s1c~,ly in numbe r , member­

ship and oth e r material resources . Thi s can be 0bserv~d in Tab l es 3 . 4 and 4 . 1 . 

The averag e growth indicators have , however , shown var intions in those ~€vcn 

years . Whil e the average numbe r of memb e rs vari e n be'.wsen 60 in 1 ~8 1/8 ~ an d 



82 in 19(15/8G , th e aV8 rage size of farms ranged from 6 '! hectar" s in 198.J/ 8l 

to 151 hecta res in 1981/82., The ~vailabi l i ty of OX-?0V1cr /farm has a lso shown 

ava ira ti on . It has varied from a minimum of 42. oxens !'(! r farm in 1981/C Z 

t o 82 pe r farm in 1985/85. The a verage numbe r of membe r s, hecta rage and 

oxen pe r farm f or a ll years wa s "/0 ,116 and 61 respective l y. 

In gen e ra l , th e growth of APes was 5101-' . Te,b l e 4 . 1 shows the growth 

ra t es o f dif fe r en t indicators . 

Table 4. 1. The Deve lopment of APCs in Number, 

Memb e rsh i p a nd Resources . 

Year Number ~Iembe r sh i:: Land Oxen T rac to r 

1931/82 84 .6 B ':l 317. 1 46. 8 62. 1 

1982/33 18. 3 32..9 
-£.2 43.5 40 . 1, 

19f13 / 81; 24 .5 113,Q 18.8 .. J ... 
)'~ , j 1:;. 1 

1984/85 21, .6 4,.; .8 21.7 46 . 5 13. 1 

1985/e6 •. 5 . 1 i..: 5.5 45 . 2 59 .0 ')9 . 3 

1936/8; 2C .-
.,J. j 25.C 35 .3 20 . 1 91.2 

Source: Calcul ated from datil on Tab l e 3.L~, 

Table 4. 1 s h o~,s 3 l1um'Je r of important resu l t~ . The t endency of mak ing 

f a rms very large , r e l a tive to o th e r resource s , Vih k h ~Ja5 seen in 193 1/82, 

~Ja s reversed in the f our years that fo ll owed du r inG ~t.lich the: rates of 

growth of both manpowe r e. nd an ima l resou rce s Gxc eede,' tha t o f hectarage-

a :; i tua t ion wh i eh 5 tead i 1 Y reduced the I and-man and la~d-oxen ra t i os o r 



ha s increased th e in tcns;t.y o f the use ·:>f both "v~npow",c , nd bu l lock 

powe r in thE;sc farms • 

• lith t he excepti on of 1982/33 and unti I 1985/ % , th i, tendency in the 

cooperative farms has been one of decreas ing the int ens ity of mach ine powe r . 

That is , in those years the r a t e of inc rease in h6c ta r~ge has exceeded 

tha t of the inc rea se I n mach i nes. In 1985 / 86 a nd 191;6/ [: .', howeve r . coope r ­

"ti ve farms have been re l a t ive l y more machine intensi ve. In f act in 1986/6/ , 

the re seem to have beGn e su t· st itution be tween th e util i zation o f tractors 

on the onc hand, and manpow€, and bullock pO"le r on the o ther . In that year , 

both the l il nd - man a nel l a n"I"oxcn ra ti os increa sed " h il c; the land tractor 

ratio decreased . Re f e r to Tab l e 4. 2 

Tabl e 4.2 . Pesour ce Inten sity in Coopora tive Farms 

R i\ T I 0 S 

Year Lan d/f~embersh i p Land/Oxen Land/T rac tor 

198 1/82 2.52 3 . 5:1 3 2.:~d .9 

1982/ 83 1 .74 2.30 21U'. O 

1983/84 1 . '/ L~ 2. 00 /1 ·6 . 4 

1984/85 1. 51 1. 6i 2340 . 5 

1985/06 1. 51 1. 52 2132 . ~ 

19!J6/8 : 1. 65 1. 72 1516.3 

Source: Calc:ulaU=d from dat,,: on Table 3./'. 
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Product ion 

Unl ike the input ~i dc , \\<h ose growth ~as been r:ol <l t i ve ly steady , thQ 

production s i de is rmrkeJ by f luctu<ltions. Thi s is in c1 ica t oc in Tabl e ".3 . 
Th e ve ry sharp dec l ine in t o tal producti on exprei e(1c8d in 191<0/8 1 did no t 

reach its 19i 9/8 f., l eve l until 1983/84 . That again W,~5 fo l l o~/ed by the 

1984/85 drought yea r duri ng which product ion showed 3 dec l ine . As a result , 

production grew at an annua l a ve rage rate of on ly 2 . 1fJ pe rcen t. 

Vea r 

19, 9/80 

1980 / 81 

198 1/8:, 

1982/83 

1963/G4 

1984/85 

1985 / 86 

Tab l e 4. 3. ,'la t ions 1 Estimat es of Production of !~ajor Crops 

i;, Ethiopia For Coope ra tives 

1979/80 - 1985/85 

Thousand Qu intal s . 

C R a p 

Creals Pu i S8S Othe rs Tota l 

1034. 45 103 . 02 13 .5il 11 51. 00 

614 . 7/ 43.50 9 . 81 6/'4 . 02 

689 . 48 8-; . 11 1'i . 32 1911. 41 

i'99 . 32 12 : . 62 21 • ::i , 998 .9 1 

1086 . 82 133. 00 23 .09 1242 .91 

946 .87 89,LI2 29 .51/ 1065 .83 

1462. 18 139.81 3 ~ ~ 3 3 I f.3 '!. 38 

Source : Cent ral Sta t i s t ics Authority , Time Seri e s Data on l\rea, 

Produc tion 'l nd Yi e l d of Me jo r Cr'lps l S Q /8 0-1:3eS/% , 

t,dd 1 s ',h~ba , Oc t. 198 7. 



Given th e steady inc rease in re source use , alld fluc tua tions in 

pr oduction, it is not d ifficul t to obs e rve the dec l Ina i n t he ove ra ll 

productivity of resourc (,c; . The ~) roductivi ty of land (Q.uintil l /h ectarc ;' 

be tl-Ieen 19i9/80 and 1905/86 is gi ven in Ta ble 4 . 4 . 

Betwe.;n 1979/80 a nd 191)5/ 86, Y i e I d !c°J1ope rat ive fa rms has dec! i ned by 

about 4 . 5 percent , maki n9 an a nnua l average rate of change of -0.65 perCE:nt. 

Obvious l y , pa rt of the decl ine in producti on and yield is exp lai ne d by the 

c l imatic s ituat ions (d:'c ught conditi on) of thE: country . Hhe th er part of 

t he decl ine is a t t ri buted t o o the r fac to rs is a m1l tte r which "e \oI i II try 

t o exp l o re in th e next section of this chapte r . 

Yea r 

191s /Be 

1980 / 81 

1981/ 8,: 

19821B3 

19f.> 3/B4 

1 98~/85 

1385/86 

Ta b l e 4.4. t.!a t iona l Es tima t e o f Yie ld of :1,~j() r Crops i n 

Eth i ~)pi a for Coope ra tives- ,~I'r 9/ 8 ' .. 1985/ 86 

Quinta l s Pe r Hectare 

Cerea i s Puls e s Othe r s Tota l 

8 68;l 5 . 58 1.1.36 8. 29 

e.98 4. 88 2 , !11 8 . 15 

/. 29 4 . 58 3 . (,ll 6.;0 

8.62 9.43 2. ~ :J9 13.33 

6.69 5.86 1 13 6. 04 

/. 09 3 0· , .0,: L ~2.S 6.29 

8.13 5. 24 2. tV:· 7. 4:, 

Sourc e: C /I , T!me Seri e s Data on f:.. rr:.a ~ Product ion and Yie l d of 

t1a jor Crops 19, 9/80 " 1 9fn:/~'J~:.; :'dd i s I\b<J ba , Dc t. 1 98 '.' . 



The situati on of produc tivity of labour appea rs to be more serious 

than tha t of land. On the basis of the data in Table 3. 4, l abour force 

in the coope ra tive sector , be tween 1930/81 and 1935/86 , was g row ing at 

an annual average ra t e of 17. 35 jJercent . During this period, however , 

production of the main crops was increasi ng i'l t a rat e of 6.112 perce nt per 

year . Assumi nq that no family labour and tra nsfe r l abour is used in prod-

uct ion, it means that productivity of labou r during those years w~s dec l in -

ing at an annua l rate of 5. 93 percent . 

4.2 . COHPARP.T I VE ANAL YS IS . 

In Ethiopia today, as ide f rom the cooperc,tives farm secto r, crop 

product ion Is also taking place in both t he ind ividua l fa rms sector and 

the sta t e s )ctor. In 1985/8(', wh i l e the individual filrm sec t or accounted 

'L~ fori pe rcent of the tota l crop producti')n , t he state sector accounted for~_n. 

percent of th e t otal. How di d the cooperative fil rms sector performed 

rel a tive t o thes e two other sectors? 

~10reove r , judgeme nt about ,ts pe rfo rmiJnce a lso requires an eva lua tion 

rel a tive to the perfo rmance of the same sector developed in other countries. 

This section is thus devoted fo r that purpose. 

Tab le 4. 5 provides yield fig ures fo r th e three d if fe rent sub- sec t ors . 

As one may clearly see from tha t t ab le, in a ll the seven yea r s, fo r which 

data is available , while state f arms ope rated be st, the coope ra tive s oper-

ate d worst . Th e yi e ld on peasant f a rms, in a ll th e given years ha ve been 



iO 

les s than tho ;e i n t hs s ta~' ~ fa r m~ and g rea t s r tIle" those 1n the cooper-

a t i ve farms ~ . ector ~ 

Table 4.5. t stimf,tes of Yield at Major Crops in Ethi op i a ror 

Private Holding s , Coope ra tive s "nd St a t e F3rms . 

Private 
Year Coopel·ct ive s Hold ings State Fa rms 

19)9/80 8.29 12 . 1.6 1 ;: .66 

198 0/81 8 . 15 11 .f. l ' ""' or ' :> < t' I 

1981182 6 . /0 11 . 20 1~\o'!'6 

1 ~)fJ2/83 8.33 12 .91: l L!. } S 

1983/E4 (; ,04 11 • 1 5 11; .84 

1984/85 6.23 S.23 1(-, .32 

1985/36 ,. i.e 8.36 1 oJ. 02 

Source: CSf:\~ T ime Se ri es Duta on A rea~ Producti on and yield 

of t'lCl jo r Crops, 1979 / BC - 1985/ 86, (,~.cldis I\bnba , 

Oc t. 1')8 , ) pp . 1 Ij , 2 a and 23 . 

Furth e r , if 'tie t ake the ave f .3 ges of t he se ven years , wh i ch are :1. }2, 10 . 92 

an d 15 . 45 for the coope rat i ve s , individua l peasant fa rme rs nnd state farms 

re s poctive l y , WEe see that \~hi l ., yi e ld in the APC s is l e ss than the state 

f3 rms by 52 . 6 perce nt, th<o cc.mpara tive figur e f o r priva t e holdings was 29 . 3 

pe rcent ~ Horeov€r s a compu ri son of the {\PCs and r- r ivat e hol dings indicate 

a yi e l d f o r the coope r a t ivDs which is l e ss by 33 ~ercen t than the individual 
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peasant sec tor . Eva luwted in t erms of yie ld , th"' ,6f o rc, th() re l at ive 

perf orm3ncc of the coope rE!ti vc sec t or lags behin d both tr,c state farm 

and the pr ivate sectors. 

In h is" Compa rati ve st udy of Tra nsformation of {,gr icul tu re in 

Centra lly Pl anned Econ0mies ~ The Sov iet Uni on, E?st" rn Europe and flo inl and 

Chi na", Karcez il rg ues that the transformation of ,,(! ric. uiture in a ll the three 

a r eas has (so far ) passed through three, separate st3~e s; the precollectivis-

1 h f "f' 2 d hd . a tion stage~ t e st.3ge 0 comman .) arm lnfJ an · t e ecomp r ess l on st age 

8(Jch of which m3Y 00 l c~j tmat c.. l ';, v: ",;ed JS ::: t runs f ,' rP.lo t i ' .. , .'": ;t5 C' h'n 

The first stage ir:c ludcs chan~cs in l ,nd t unurc and some in stitut iona l 

arrangements o The; 5~~c·')nd stage is the stag .... assocL:~ted 'J/ith the implement -

ation of in it ia l industrial ization dr ive and th e corr<,s ponding st rategy of 

s urp lu s col l ecti on . In this s tag e agr icultu re becomes ., d irec t , rathe r than 

an in di rect su ppl i e r of marke t ab l e su rp l us, "f f o rced sa v ings and l abo ·· . To 

i mp l eme nt the st rategy o f surp l us co ll ection , set s of ins titut ions eme rge 

and \o/i de spread- the mst important of \o/h ich is the co l l ec tive h rms , The th i r d 

stage is r e l ated to e f forts that are di rec t ed at mitigati ng - the environ -
o 

f d f . J ment 0 coma n , a rm int;' o 

The social ist tra nsfortre ti on of ag r icu lture emer~12d first in the U. S.S . R 

and the du rat ion of each of the first two stages was conside rably l onge r , 
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there than in any other a rea. The pr{,col1ec t ivisat icn stage of peasa nt 

f a rming is said to ha ve ended the re in 1929. Th,., secon,; stage ha ve come 

to a close in 1953 . Decompressi on is s till in progress , In Eastern Europe 

the durati on of both the fir s t a nd second stages we re re l a tively sho rter. 

The campaigns to coll ec tiv ize in all the East Euro pean Countries begun in 

134B /49 . This marks the begi nn ing of stage two. I\s in the U. S. S. R the 

third stage , in Eastern Europe started in 1953. 

Given t he abo ve, we may see th3t any reasonab l e and meaningful inter­

country comparison which inc ludes Ethiopi a must be confined to the precllect ­

ivisation stage. Char ts :, . 1 a nd 4 . 2 show th e situ,3tion of cooperative dev­

e l opment in differen t coumri e s . 

Chart 4. 1 i ndicates tha t , in t e rms of growt h of numb8 r of cooperative s , 

Ethi op ia in he r pre sent, prucoll ec tivi s.,t ion stag" , hc s pe rformed bet t e r tha n 

any o the r country in t he i r compara tive stages, excep t P,:>1 ~ n d 'Hho has returned 

to peasant type agriculture in 1956. Chart 4 . 2 , hOl-Iever, ;n dic~te tha t in 

te rms of memb e rs of c00pco ra ti ves, growth in Ethi opi" ~t th ' ' r ~ su1t, ~ re 

· c..~. lll.! ct. v is.:. ti ·n st ni,C h()s in ro cr.'~iA;l . '. ~:. ,'~ si --we r l !'V'!fl ,o the r c ~Lmtr i c~, 

in the ir com;-·') r l ttve st tlge eXCt;~ t t~n92ry . 

Growth is no t only slOt~ in t e rms of membe rs of th ,~ coope ~a tives in 

pre co ll ectivisation stag8, but it i s ~l so s1 0\1 in tine r~ l at ive t o any 

o ther country , that is , the pre coll ect iv i sa ti on peri 0ci, has nO\< taken 
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a longer period than any other coun try. Shou l d we then gr ieve fo, t hat 

and rush into the mass coll ec ti 'Jisat ion stage? Befo re we dec ide for 

that we shou ld : 

i ) see into what the fo re runne rs think about their pas t: 

ii) think in t e rms of ourse lves - Our object ive condit ions. 

Even though the second po int is t ha t we will re serve for d iscussi on 

in Chap t e r 6, the first needs to be commented . In tha t reSpflc t , Gorbacher 

in his speech at the 4th '!\ll ~lni:1n C-:ong ress of collecti ve f arme rs has exp-

h · . h 3 resscd I S V i ews t an . 

Nurre rous C"mpaigns initi a t ed fr om above did ser ious harm 

to the econom ic pos ition of the co ll ec tive farms . The man ia 

f or eve rything huge in prod uct ion , a ll sort s of reo rgani zation 

and 1 imitations and bans on pe rsonal plo ts and on the deve loprrent 

of co ttage industr iGs caused a lot of damage . 

The consequence s of this ki nd of attitude t c, co llective 

farms, and t o cooperati ves in gene ra l a re w(.li knOlvn. \"e still 

f ee l t hem. We shou l d inc lude among them the s l ow prog ress in 

the so luti on of the f ood problem , the shortages in and narrow 

choice of many con sumer goods, and the 1 imited ra nge of dai ly 

services. As a resul t of these t hings, we have un t arped l abour 

rese rves and losses in ma t e ria l re sources. Fina lly, they have 

l ed t o a ser ious \oJei'lkeni ng of t he major social f acto rs of de v­

e l oprrent . 

We must adm i t t 0day that t h is pol icy a s regards the coop­

" ra tives has been er ro~eou s. P.s a resu l t of depar ti ng f rom 

the Len in ist Principles of the cooper3t ive movement, the country 

and its economy ha ve suff e red subst a n t i ~ l setbacks , n po l i ti ca l , 

mo ra l and soc ia l terms . 
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But t hi s does no t mea n tha t we shoul c' t ota ll y g ive up coope r~ t ~ 

ivi sa ti on . It , howeve r , moans tha t the coo~B rat ive 5 mu s t be e sta bl i she d 

by the in it inti vc 'lnd crea t ive pm" e r of t he peop l e themse l ves . Th i s 

accordi ng t o Go r bachev, i s of f und1lment:l1 importa nce, f o r no coope ra t i ve 

can successfully be establ ished fr om above. Only initi a ti ve and c reat ive 

wo r k from be low can produce I iving and f ul l blooded coope ratives and g ive 

them a truly ma s s cha racte r . 
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No tes to Chapter 4 . 

1. Precollectivisation pe ri od refers to the pe r iod wh ich preceeded the 

beginning of ITl3SS collec tivisat ion . In the preco ll ectivisation pe ri od 

co ll ective farms ha ve al ready started t o ap pear in a ll countri es. 

2 . Interms of the devel o~ment of co llective f arms , t his stage is also 

called the peri od of ffiQSS collectivisati on . 

3. Fo r a detai l ed characte ri sation of the three stages see J . F. Karcz, Th e 

Economics of Communist Ag riculture . Se l ected papers, ed ited by Arthus 

Wr i ght . (I nternat iona 1 Development I nst i tute, Bl oomi ngton, I nd i ana. 19i 9) 

4. Go rbachev, N., Using-t he po t ential of Cooperat ives For Furthering 

Pe restroika , Speech by Genera l S ecrp.t~ry of the CPS U Central Committee 

M i kha i 1 Go rbach·2v a t t he 4 t h All -Un i::ln Cong re ss of Ca ll ect i ve Fa rmers , 

(No vosti Press Agency Publ ishing Ho use, Moscow, Ma rch 23, 1988)-pp 12- 13 . 
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ChUIJt b r ~\!as d i recteJ a t a ve r y g~l1c. r u 1 ;:;v ..3 1uut ion of the c0opt!rat i ve 

s u b-sect ·~r. I t wa s an a ttefll,.,t at shading 1 iyht, ra ther th an prov i ,Ji ng 

accurate fi 0ures, on the pe r forn~nce of t ha t sub-sec t o r r e l a ti ve to t he 

two other sub sectors , i .e q st a t e f a rms ::;) nd jJriv2I t e ind i vidual ho l d i nss. 

This c~apte r i s thus dir~ct e,j at 0verc0ming S01~ of the shortCJ!llings of 

the fnac ro- "l ev\;:1 dVd ludti 0n and is sl.".'~cificullf direct eJ a t eva lu 2: tjl1~ 

tlle d ll ocati ve eff ici ency or" t nt c00 ~;;; ratives at l'l icro level o 

:; . I • THE ~TU 'Ji REG Upi 

" r si, th", s tu Jy region , is r:",st l y '" h i ll y hi ghl a n d p l a t eau deloa rca t .. d 

f rom Ul e s urro u rlJ jn ~ reyions by ,iver s and l akes. Its borde r ",ith Shoa 

I\e~ ion is pa rtly t he " ,.,ash Ke ve r a nd tria La kes of ~wa i a nd La nJano. Tn e 

southern and south - ecistern bounJa r y i s the ~ a be River, and the easte rn a nd 

n0rth - eil stern borde r i s the S h 8 n ~ n River. ~ , 

befun.' t iie EOS tilb 1 i sfliHent of t he Repub 1 i e, in Utl7, the r4!o ion 1 w~ s 
uiv i Ju;J 1 :1 t ~ j i\wraJc.!5 and 21 ,./er (;je s. Chil a l .), th e l ar"Jes t ,,-\wraJfJ of the 

thre;;9 c"JVer s abDut I,f /., :Je rcetJt of the 2J , 647 . 7 squDre kil oiTte t a rs of th e 

r eyi.:m . Ti ch;) cove r s ab0u t JU pe rcen t Jf the arCd of the r eg ion "~vh i I e 

ki 1 iJme t t.:! rs . 



1) 

Ilos t 0 f th ..: r ;;~9 io n is si tua t 0d on the lava ;J I i..! t ci:J U \",llose a ltitude 

r 3ngl:.: s fro: :i LOOO tu 2:.; vJ mete r s duove s ,j ~-:·!~ vl:;l. The centra l and C:-Js t e r n 

lu~J 1 a nu ZOi1~ vf the r~·:J ivn is t he rift va 11 Dy . 

The mea n ;, nnua l t emlJe r .3 ture re;Ji sto r eG in If l.leteorJI"d ica l s tations 

fo r t he last 16 yeJ rs var i dd from 13D and 14° CentigraJes in the centr~1 
J and estern hi ~ hl and i) l ateau a t 80kji a n;] Te 01" res~ect ively to 15 and 

1"/0 c~nti ::J raJes at ;.\ssasa Qnd Kul ulnsu r0s ;,H~c t ivoly . The ave ra·]u t otal 

rainf~ 11 Ll tile n~0 i.::>n, ove r the 1:J5t 16 y.:a rs, has va ri ed f ruitl 633. 5 
a.", J U,_"O "'''') 

a nd idJ malS a t ;\553 5;:; a nd kulw,lS il U 1"124 mIlls/a t T8"3 ilnd Bokj i res ,Jeetive ly . 

The main reni;)f~ll seas"n ext enjs f rom .JLl ne to Set>tember. 

,'-\ccordin j to the ct;:nsus of 1)\ , ~'" the tot a l Pu,?UI 3tion of the 

r eJion was 1~:j(; .'.!, 2j L 0f IIJh i cf1 onl ,/ 6 .5 :Jerc:,;;n t 1 i ve j in the ur02li a r ea s2 . 

The ave r,}~ e a"nsi t y "f the p::l"ulilt i ,)n in tha t yea r 'ltilkinj ju . 3 ')ersons fle r 

squa r e ki 1 Oiilt;;; ter. 
) 

The av"rd'Je b u ily size is 11. 7 pe rson s (fentni 

St atisti c21 l)tfiCE;!, "i jJo). Th~ f;; ,k;: ~'::: .~ " )PtJ l utivn in the reg ion i s 3,.JjJ r ... )x i ma t ~ l y 

(,.;1 n i str >' of ",j r i e u I ture , ljou) . 

"DJut 9) pe rctOnt of th e iJo pul !1 ti o n I ive in rural a r e a s a nd 3 r e 

" nU",jed i n a:J rieultura . li f the tota l bn,linu t>opu l a ti on, jU . J jJercent are 

1I1 ixed f a rml;rs, 8.] pe r cent are cr(j~) :) r ..)duce rs and the r ~n l3 in inJ 1 per cent 

are 1 i ves t')ck b r ~i:::ue r s . 
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I... r :>p cu 'i t iva tL)ft, the I,Q st i tl\ .,J rc-'rrt r~J ri cultural dctivit l o f the 

is c;::rri<;u on 2:bout t~">J . :> t h0u sor,' .. hectares:) o~ LJnd in !)b4. re~ ion, 
\ 

I lust or tl1lJ l dild unJe r cultiva ti un i s devot\>~ r':) r .J nnua l cr0ps . . ::; the 

Jnnua l crU,Js, carea ls , d r~ ~ id c l y J ro~n i~ th e regi on cJv~ rin J ,Dre than 

'u l ?",rc"nt of t he total a reC) unde r cu lt i vation. rhese a re fvll oweJ by 

pulsl,ls and oi l seeus \lhich togeth"r a rE: j ro,1n ,In about U percen t of the 

cu I t i va t ed a re ,~. 

Fannin] is large ly orried usi ng oxen and simple farm ii;,p lements 

like ' ,'la resh", ' , ' Joma' and 'll"n>Jor~ ' . Of th" tota l tarming famili e s in the 

region, in l:Hj] , about 5iJ . 2 percent O\vned ~ o r no re oxens, 24 pe r cent 

owned only 1 a nd the r"st, i ."., Il .G pe rce Ot o\'ined none. Lar'Jely influenc-

cd ~y the ac t i v i ties of u~ve l..:p,,,ent "gene i es , C{,UU a~d ARUU, f a rrne rs i if the 

region a rE: ;fa ir utilizers of techn J los ic<11 in iluts, such as, fertilize r, 

iHl;:>r:Jv"d seeds, pes tic iJes and hl,lrbici des , wh il e 4J "e rcent of the -fa rmers, 

in 1:;0), USHO te rtiI izer d00ut 21 ,:..-.;rcent used im~)roved seeds. r ertili;.:,er 

is l a r ~"l y used in th" }J r o;:J uction uf c ;ar83 Is, name ly tef f, uarley ,we! ..e~~ t. 

The re~i o n which CJvers les s than t NJ }Je rcent of the total a rea of 

tne country c onta ins a~out I p-=rcent uf the .:l rea under majo r cro:,) s DnJ 

jJroouces filo r " them t! fl -"r c" nt o f the ImJo r cro;)s. 8ecause,)f it s f a voura-

ble dJri cultura l resources bose and t ha uti l izat ion of y ielJ increasi ng 

i" fl Jts , yie l d pe r h.:oc t d r e in the re si on has, for a ll crops and in a l l yea rs , 

been g re.'3 t a r t i"l nn the nati ona l uv~ r ase e In f...tct, in roost :) f the y~ars, 

in I:lO St cro"s , the yic:l d in the re:Ji:)n has been the hi 0he s t in the c(1untr,{. 

5 HS a r e s ul t, ,' ,rsi is de si ,] n:l t .;J as surplus proJucing reg ion in th" country. 
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Th.;;: r.a J i on f in l ;'H.:-3 , Il,a rket..!d ':'iU ;·e rcent of its _"hea t , LJ p,:;;;rcent 

of it s ~3rlcy, J. 4 ~a rc~n t ~f i t s ' taff ' ~ nd abJut t. 4 p~ rccn t ~f its 

,oa;"" ,.. r ':>JUGtjoi'I.
6 

J f tilE: t vt" l cr0ps ,n" rk" t eJ in tha t y"a r , 7).'! pe r cen t 

ca",e fru ln Cril ia lu ':;w raJd a nd II ,\> ,3 "J 9.3 percent f r ':JrrI Tichu a id 

h r baguuu re s~ective l y. 

The avc ra;;e in conlC: o f un aQr iculturi..l l hou sehol d in the regiun , i n 

1SJJ, '"as J3 .:l Di rr , vary , n\i f r vm :iJj in Chilalo to U32 in Tlch<J _ f a rmers 

in Arba;Ju ~ u recoilv i ng ~bout th" average • 

.:.> • i • L • 

Tht3 histo ry of th e ~rtle ryence ()f Af)C s in ~rsi Reg ion goes back to 

I ':J7'o/77 , whe n 4 c::d l e ctive fa rms, refe rreJ to as 'Yehibret I rsha ' tilen, i,e re 

re jJu rt ed t o have been establisheJ . In l)Ji, whe n th e Directi ves for 

Estab l ishin", Af'C s Wa S issueJ 4/ C00fJer.3tives ,,,e re reported to eKist in the 

r egi.:>n, 46 in "alba an d 1 in "J lba sta ~c. These cOJpe ratives i n the r eg ion 

constituted "buut U.b ~ercent of the t o t a l cooee ra ti ves in t he c ountry the n. 

Since that ti e,e, coo,)era ti ves in t he r"g ion were 9 rvwi ng in number a nd 

stage vf socia li za ti on Tabl e ,. 1 toge the r with Ta b l e 3.3 J ive the devebp-

ment of the cuolJe rat i ves I n the reJ ion. 

Betwee" l ~id O/8 1 and lJd6 /u7 the nur"ber or c00pe rnt i ves , the ir 

",""'l~il rs , t ot,31 cu l tiva t ed l and, nU'ilbe r ,~f '-,xen and tractors owneJ 8'1 the 

couperative s in t h e r e9 i o ~ h ... ve grovm 1 t a nnua l n ve rage r ,Hes of 30.4 , 

4 1.2, 3u . 1, 72.'0 a nd S2.5 percen t , rE.s,,:ect ive l y. 



d:l. 

Tab l " 3.1. kg r i cu 1 tu ro I Pr OJUCE.rs' C'Jo;.>" r a t i ves 

in Eth iopi a - :1 ' Itl ! .:.() .. I 

.... - -~ ~.-.-.-

Number of 
Co02e r iltives Number of TOtill Cultivated Number 

Region Ma l ba Wo l ba Me mbers L and (Hectfl re) Oxen 

Arsi 76 319 39471 61575 51683 

Ba l e 53 63 5593 11892 7183 

Eritrea 6 3 250 225 77 

Gamogofa 13 7 2941 404 3 2069 

Gojjam 140 37 54012 10123 0 56127 

Gonder 12 3 5 8361 1555 7 6113 

Harrarghe 63 192 23366 22 664 1140 2 

Illubabour 102 6 524 7 549 7 3127 

Kefu 145 12 702 6 86 55 5912 

Sho a 483 147 3 18 67 61831 42789 

Tigra y 5 1 370 551 250 

\~e l ~:ega 121 114 1335 3 18630 11941 

;Ie 11 0 197 62 3108 3 36124 27686 

Total 1953 'i 69 239450 397271 23099 7 
, ----' 

Source: Ministry of Agri culture , Peasant Association and 

Cooperative De ve lopment Departme n t , Annua l Report. 

1979 E. C. 

of 
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c;J0~erati ves and tneir 111;,;mbers shO ~v5 -:i !i increase in th t=; 3Ve r.:lg e number 

rates uf ~ r .:;w th :... f mer.lbers or t he co .)p~ r3 t ivcs and their cultivated l and 

iddicate a :.iE::clina in the cJve ra ge L:H1d si.'?:G jJer member between the given 

years. Sln(;e tn t) rate of ar0vlth in the av(;ra:Jc land holJ in9 h3s Leen 

l ess than the :;r .... wth rates in [,)C,:lDers, oxen and tra(;tors, the coope ra tive 

farms in th~ reg i...>n, havE; been rlo r e and mJre resvurce int ensive~ th,at is, 

tile ';Jafl-Ian j , ,)xen-Iand and tra ctor -land rclti.,s have sho.vn an increa se. 

Th I s however (;""/ we II va ry s I 9n i f i cant 1 y a ;x> nJ coope rilt i ves. 

The yr o'N th o f cooperatives in the re'Jion, in "I I the variabl<)s Ji ven 

abJvc bet,:e"n the years specifieJ helS exceeded th Qt 0f the whole country. 

The nat!;:)n,,1 Jr,),,'th rat l.!s in Ilu,;,ber , membe rshi p. l anJ holdlnj, ownership of 

oxen anu trac t 0 r s '''era 1.4, 25, 2" 31 i)nd ":ib ;.>erc"nt respect ively. 

The c00 .. ,er.:,t I ves in the reg I Jr, em;:, L)Y<i!d 46 pe rcent of th e t ota I 

fert iii ",-e r, /2 "erc",n t of the totd l I; ";l roved seeus and 34 per(;ent o'F the 

t 'J t dl Dclnk crcGi t J irec t eu to th " c00perative sector in th'" c,-,untry in 

1 ~:hlS/31J. In 3 11 cClses it was t hat reJio n wh ich re(;eived the to;) ~riorit'i. 

i IS fa r 3 S i ... rOduct ion i s concerneJ , W0 find that wh i 1 e the ~ r ,,)d uct ion 

of "uJor c rOiJ s b: the coofleratives in th..:. re~ion increased at an ::mnu 3 1 

average rata of 14 :)e rcerrt bat.,ean l'j7)/SJ a nd 1;JJS /66 , the tota l area Ullue r 

these ,Jajor cru;ls rose JY 12 percent. The comparative fiyure jor the coopera­

tive secto r in the c0untry as a whole ~et ,.een those t",-, years dere 5. 3 and 
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b.j percent res ; .... e ctiv e ly . Given th ese fi '.J ures, i -Je se~ that whil e yiE:: l d 

in the fndjv r croj".Js in the rc~ iont in betw0en the specifieJ pl.::rio"o of 

ti nl€~ w'as incrcas in ~ at an ~nnua l r £l t e of 2 ;;e rcent, yield in L lB country 

was ueclln lng at a r a t e of 1.2 p~rcent . 

A cmlpa risun of o\J ricultura l Jevel opment In terms of 3 rea un der 

lI!ajOr cro ps a n:! ,.l roduct ion of major cr"~' s i n the r egion as a whol e and 

that of t h" coc. ;Je ratives in thut r eg kln prJJuce 5 slml lal' results. In 
( . 

between the above given two years while the a rea unJer major crops In the 

r ey ion was Increasing at an an nua l a verage ra t e of J .:J pe rcent , " r.;duct lon 

was incre.,s ;n,; by about 2 per cent. The very high rate of groy/tll of 

h~ctarage an d ~ rod uction 3chi ~v~d ~i the cooperative sub secto r on the 

one hanu ailJ s '.;a ll e r rate 0f growth r ;;c:>rued by the agricu ltural secto r in 

the r"gion on th<l other, resulted In the growth of the share of ,:.PCs -

,.hile the r E\J lona l share of the coopera t ives of area unJer major cr<,ps 

increased from about 3. D percent In loin/eO to 6 .7 percent in 19:;5 / 06 , 

their shar" in proJuction increase j fro", 2 .7 percent t o b . j percen t during 

the same pe r i od. 

Even thuugh t he ~e ve l opment of APCs in th e reg ion has i 11 gene r a 1 

been faster than In ::> ther regions the pa ce o f development 0f t he t 'I'IO 

socia l isation l eve ls has not b~en th e saIne. 

Unlike a ll the other reg i :ms of the country, in Ar si the deve lo pment 

of wlba (the s ;)c..lnJ stag" in the J"II,,]o,1nlcnt o f /\PCs) h<l s in ;lener al bean 

faster tlla n l.a b ", (the first sta:;e l . Thus , be t ween 1)00/dl and 1:;J<l6/ ll7, 



while the C00jJ€ 1'3t I VGS i ll the first s t .3 ;!C of dcve l oj)rnent, 9 rew at 
en t nnua l ra t e of 7 . 17 Fe rcent, t h:J se i n the s:'}cond staae grew at an 

annu~ l aV~r3~Q rate 0 f J2.j pe r c~nt. 

,<\a l ,ba s and \:i'?lbas in the regi e n ')0 have a cl ea r J istinc ti lln In 

one respec t - i n terms of the ave ra ge num:,er of th e i r members . In general, 

"ial1>.a s have a sma l ler nu mbe r o f ,"embe rs than \<Iill.D..aJi.. In this respect, 

wh I Ie the avera g", nu mber of rnumbe rs in llolo)as in 1::/65/B& was 112, the c 

compa rati ve fig ure f o r IT1jjl b~ was only 50 . 

ils f a r a s the i r J ist ri;)ution a cross :.\\'Jra j a s is concerned IT» st of 
th e coo 0" r a tives a r c. co ncentrateJ in Ch i la lo . Of the 373 [If-Cs in the 

regivn in 1:Ji) 5f.% , 66. 7 percent were fo un d in th at !\',.ra ja, 22 p.~rcent i n 

TichJ and 11. ~ pe rcent in A r~a g ugu. 

5. 2. THE "iETI-iOiJOLOGY 

In 0 r ~er t o eva lu a t e the a ll ocatlve e f f i ciency of APCs in the 

r agion, u san'l--.l c of coope ra tives was consi dered . 

5.:1. . 1 • Sr~rlPI.I ~IG PROCELJURE 

APCs in the reg ion , in :,o th stages of deve lopment , we re a rranged into 
J i f f e re nt s t ra t a on the ~as is of input facters. 7 H I ist of coo,Jc ra tlves 

in th~ re~ i ~n in 19d6/37, conta ln inJ da t a I n in~ut s a nd o the r socia l 

indlcatjrs, obt a ined fmm the ,,\ inis ty "f ;3.g riculture we re used for this 

purpJ se. The stra tifica ti on maJe .)n th :o ~)as ls of those Ja ta i s tJ r0 vided 

in Ta bl e , . 0 , . ~' .. Two important r .:; t ios, na ille'; y ox/ma n a nd la nd/ma n rat ios were 

used in f .Jrming the strata . 



Tab l e 5. 2. Cl a s s i f i c3 t ion uf ;:OJ ri cu i t urd l Produce rs l 

Coo~e ra t j ve s i n Arsi ~ . 
:'.c ] I ~)n Bosed on 

I n t'u t F<) c to rs - 1 :Ak· !~ 7 

Ma lba WQlba 

~~ I 
' ", La n<i 

Pe r Ox .... . Per Ox ma n 

I 
Pe r ~an Per ma n Ha l 3 1 - 3 1 "-man 

3 1 - 3 1 

\ 

5 0 
, 

2 3 15 0 2 4 

21 0 15 - 2 9 116 2 1 5 - 2 , 1 , , 
9 6 3 1 1. 49 0 1. 49i -1 - 0 15 1 

1 I 0 1 0 3 1 0 3 7 5 

0 0 1 2 
0 0 1 0 1 

( Al ( 8 l 

Ivolba 

""" Lan d I I Ox '-...~i 
. Pe r a n I 

3 1 rl Man 1 

1 ,, 5 - 2 I 0 

1 - 1. 49 1 
2 , 

1 ! 1 9 I 
( c l 

Source : SUl fITlu ris e o f rom l is t :) 1' coope ra t i ve s o bt a i ned 

from t he , ;i ni st r y of i),(, r i cu ltur e , Pea sa nt As svci a t lon 

i\n ~ Coo jJe ra t i ve tJe ve I o ,; iilent )e pa rtmen t . 
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t-'an01 C shows the nUi,tber of coo;Je ra tiv(;s , v.Jho in add iti on t o the 

s,",,,,cifi ed "x/ma n a nd la nd/man r~ ti ,)s ~ l "v )wn tr ~ctu rs . 

In mu ving in th e direction of je t enn ining the s a'I1~ l e si ze In 

each s tratu lTi , we f i rst set the UiJ;).; r 1 imi t o f the to ta 1 samp l e 5 jz~ that 

was eXfle cteG t o be cove reJ . The determinat iun () f t he total sa,,, .. .! e s ize 

was influ ence .j by its rei-res<lntat ivene ss of the various s trata and the 
l ,,' 

statistica l requirements of the me th,)J o logy that we r" intended t o ~ e 

J app l i ed in the ,r.e thoJol og y Given t hese two i rilportant f actor s 10 percent 

of the t o t a I nUl!lb" r uf coo;:>e ra t i ves seemed to p rov i de the JP t i mum 5 I ze 

and we r e inc ludad in our sa ll!pie . The t o t a l sample .. as then a ll ocated t o 

th e t wo s(,ci-s l izat iun I" ve l s (.~ and \~'~lb.:l) and the different stra t a 

conta I ned 1 n each on" of them I n pr'~,)o rt io n t o th e tota I nu mb" r of coope ra -

tives cuntaln"J In th"m. Once t he " jl ,~ca tlon into the twu soci a l isation 

leve ls a nd the Jiffe rent stra t a was il'" :e, s i mpl e r andom samp l ing \'/a s a n) l ieJ 

tv s e l ect th " 3) coope ra t i ves , 3i in Wo l ba and l; i n :1alba stage, ,"hlch 

were t o be c.ov"red by our s tudy. In addi tion to the 31 coo perati ves in 

.. olba stag" ,; iv"n in Taule 5. 3, GunGS,] I'le,;<) , Shire ;, ragesa, Lowere PDo il li , 

S igalo 02 , Siita'D Limda, T8 reta Cho l e , lebo Cha ch a and Golo l.,ere selecteJ 

fror" the .cia l ba stage 3nd wer" inc lu ded in our sa mp l e. It wa s h owev'~ r late r 

JiscJve red tha t :JI1 ly l owe r ,IuO Al i a nd Go l o9 were found a t tha t l eve l of 

devel opment the rest hav ing been tra nsfo rmed into the highe r st"lgc _ \Jolba. 

Su bstitution was a tt empted, but nJ a utho rity was ce rtain, wh e th e r t ho se a t 

i '9! ba s t age (kn,J\vn t ;) th en,) were st i 11 at that stage 0 r have been tr:ln sfv rmed 

t o th e next sta;e . This situa t ivn thus forceu us to r es tr ict our sampl e t o 

t he 3 1 cOJpe ra ti ves sel ected f ro!': t n0 ni.:;lhe r sta ge . 



5.2.2. 

vat:;) OJ] l 'Bcti on v-Jt1S carri eJ using trlrec sets .)f questionnaires. 
The ba s ic ~! u G sti Qnnair8 , ques ti ()nnair ~ 1J v.J8 s ,Jrepa rej to collect Jata 
on pro juct ion ~in put s and out iJuts -da ta r aeluired in the a nalysi s of the 
allocati va e ffici e ncy 0f the c·.)o.,e ratives a nd availab l e in t ile docuHlents 
of the c:>.~pe rative fa rms. This questionnai r e, in a ll the coo~eratives, 
was fill ed ei t he r by <le r eda de ve l oplT.ent agents or accountants of the 
coopera t i ves who have d irect access t J th e doc ument s. To check the 
r e liabil ity of t h" da ta so o btaineJ,others. (on the ma in va ri a ble s) we re '.:" collectej from t he off icies · .,f the ,·iin istry of I~g ricu lture a t d i ffe r ent 
levels . Exce~t in .:)I1e case, that Jf legeJena , the two sets of data r eco rded 
by t wo Jifferent institutions "e re [-.)un,] t o be th" sawe. 

The other two questionna ri es, we r e ::-repa r ed to fi II ani in fo nOlati ,_," 
Japs a nd t..> cJll ect nual itatIv e !', cjU-~ n t it a tiv" datil r"qu ire .. f o r the 
ilna I ys is of the prob I ems f aceu by c .)o:)e ra t i ves (chap t e r 6) . :Ih i 1 e 
lJ.uesti J nna i re 2 was ,., repa r ed fo r respons e by the officia l s of the coo~ ra -
t i ves , ... ues t i,:)I1na i re j wa s d i r ec te.J t eo t ;'le i nd I vi dua I members o f the 
COQper~ tives. Tha chalr~eBf each of t he samp led coope ratives t osether 
with the secre t ar ies respon·jeJ t o t h" va r ious ques t ions p r ~ v i J,,~ i n .lue s ti on-
naire 1. , the pur;lose o f which was the '~xt r~l cti "n o f informat ion un the 
process of the es t ab l ish:;'ent of th" c''») I)e r a tives , the effec ti veness of 
ma nagement 3nd Q r~an i za ti on , t he d"cisio n "E ki ng ;> r ocess, system :)f 
remune ra t i:Jn ,of labour , and rJ rob le ,ns c,.' In ,:·.ut SUppl \i!. 
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Th..:; ~jlJ r ;...\")S 0 :.) f tlucst i o nnairB 3, .::!in.; ct ~J to m":; iI1bers v f the 

coope r ativc s "10'4[\ 5 t o coll ec t inforrna tL)n on h )w th ey ~) 8C c3{il{; membe rs 

(volunta ry · ~) r .,) the rwi se), the ,.r .) cess of r \; sourcc.: trAnsfe r and rzsource 

a ll oca ti on, thei r ,:>a tt e rn of i ncume "lnd ex"endi ture, the deg r ee .)f 

par tici ~ati .Jn an d JenlOcracy in :nana'JcfTle(J t :J nd decis i on ma king , as \-'Joel1 

as otner informa tion regarding thei r condi tion of 1 i vi n;J as membe rs of 

cooperati vt>s i n cO;" f'a r i sion t o th ei r conui tions before. 3. 5 percent of 

a ll rn",r"be rs of the sam,)led o.)o~eratives wen" covered by the interview. 

The respondt>nts were selec t ed using s tratified random saropling. 

Fi rst me!;,be rs of each of the coo,',;at ives were strat ifi eJ !nto 

high , .. ,eJi um and low income ea rne r s on the bas is of the Ja t a 8f the 

COJI)e ratives . ;, t8 5 pe rcent of the t o t al member s were then taken 'crom 

€ cch o f t he s ampl ed c00pe ratives in such a \\)a y that th e sampleJ total 

are e"ually ,: istributeJ be t ween the three income stra ta . En um berat ·.) rs 

for th e \)urpo se ·J f intervIews .,er e c.~ refLilly s e lected from the surrounding 

towns . Thc;se peop le who dont have 'my rela tion with the orga nisat ion of 

peasants il1 t .) coo pera t ives and tn8s e " ho ha ve c()IllpleteJ t ',l€ lfth ',:; raJe ,.ere 

sel",cted as e nu mera t ors. 

5.2. 3. DATA ANML¥SIS 

5.2.3 .1. CHANGES I N RESOURCE A'/,iILAB ILITY OF THE 

COuPERATIVES AND TH E I',E ED FOR RESTAATIFICATIO .. 

As "Ie h::, ve indicated a :,ove, a stra t i fieJ j) ro po rtionat e sar:",1 ing was 

ap pl ied in selectin~ the coopera tivGs included in our samp le . The 

stratifica tiun wa s ",aje on the bas is o f tW8 input Patios, land ~ ;m n and 

ox - man r3 tios, fOri lled on the ba si s o f 1956/87 J a t a. The se rat ios, however, 

I 
r 



NA/'IE 0 F THE 

COOPERATIVE. 

o 1 UPPER A80AW 

07 IWU\O 

1)3 KEr-tELE 

04 SIRBO 

05 BOKOJJ I CHUA 

06 A80SEctA AI Kl) 

07 HABlE CHClRA 

Ofi J t OA HAL IlJ\ 

09 F[JF. rEJE 

10 K£RENSA 07 

II [JORE 02 

12 SUCHO 02 

13 EAWA 0 1 

11. wAJJ I 

1 S W[NJ I GORA 

1& /<.1\'01/. 02 

I, LODIE 5HJ\R81[ 

Hi HlJRUTfj GFIW[tJUSA 

Ifj \.!JlElE ODAJllA 

10 JIOA ASK£ l TU 

71 RUCHQ OJ 

7"/ l.J(lKITe Ul 

71 UMU MIRT 

74 LIHU AR(A 

15 lIMU CH[MIIUE 

7~ HIJRUl A ~II rO<;SA 

'J7 LEGE D£N:~ 

213 ,n.l£.L Tu MOLE 

i"·i 80$HA RUflKllU 

H' \lfRQT A 

\1 BII~KlnJ 01 

fWF '(ACt S 

• 

IA1:1.F. 5.3. PARTICULARS OF THE SAMPLED COOPERATIVES ·- 1987/88 OATA 

YEAR OF 

f. S r I\BLI StU'IENT 

1972 

1978 

1977 

1977 

19 75 

197) 

197\ 

19 74 

1976 

1976 

1976 

19711 

1'974 

1976 

1976 

1,)1~ 

I 'J7S 

197\ 

1971 

197/' 

19/'; 

1971, 

1<J73 

1973 

1912 

1977 

1978 

19/1 

NG 

197, 

lq 77 

NUMBER Of 

MEMBERS 

79 

G9 
61 

63 

176 

1U0 

11\ 

310 

140 

76 

67 

250 

222 

12\ 

62 

7 S2. 

69 

120 

59 

IGO 

)01 

IS3 

194 

17B 

31\ 

227 

67 

116 

) I. 

n) 
'17 

141. 

NUMBER OF 

OXEN 

146 

119 

74 

lOB 

2)2 

II) 

142 

1.58 

262 

134 

119 

26B 

244 

IS3 
6S 

'\6 

87 

BI 

110 

260 

)\2 

I If! 

JlI4 

, 7/, 

17
'
1 

IBe 

10\ 

'00 

110 

:'31 

l~ 

18Q 

TOTAL 
TOTAL INPUl RAT lOS Ol/TPUT 
CULTIVATED l~ND -MAN OX-HAN (QUINTALS) 
lAND (HA) ~AT 10 RA.l.'-"'O'-___ _ 

265 

97 

I1U 

"2 

))7 
208.5 

230. 

648 

338 
) 14 

212 

75B.B 

714 . )It 

'60 
~1.1j 

n~.)8 

168 

164.1 

JI,l 

I\~ . -

77~.1? 

631 .-

2.4 1 . -

2"'1). ') 

59!1.RI 

11,9.75 

171. 

I ]!. 

39 
'.l~'; . 7 'i 

I r. 7 . 

151 

).)\ 

1.ljO 

1.96 

1.77 

I.9Q 

l.I}O 

2.00 

7.09 

2.4 J 

2.82 

3 . 1 r, 

I .0 J 
.72 

2.08 

I.i':l 

2.H'? 

7 ,II 3 

2 .20 

7,1.1 

? . / 1. 

l.A') 
).16 

I .2'} 

~ 1 .1, 4 

1.8/ 

I .9J 

I . ';8 

I.,n 
.1/1 

." 
.1 .91"> 

'.29 

1.84 

1.72 
1.2 J 

1.71 

1.51, 

I . I) 

I .2) 

1.48 

I.B7 

1. 76 

1.78 

I. 07 

1.09 

1 .45 

! .0':1 

1. OJ 

I . 26 

fl." 7S 
, .86 

1.63 

J .25 

fJ.99 

11.71, 

u .97 

O. " 
0 .79 

1 .57 

1.77 

. 1& 

, . 6 1 

1. 8 1-, 

1 .25 

3194. 'lLj 

1329. IS 

1099.79 

851 . H .. 

5172 .61 

2037 .8' 

30)2 .22 

10424. 

4092.16 

21 J I .\ 

2'198.2 

6971. -

)660. -

510) _6 I 

1796.3 " 
H9R .10 

61+3.9 

).5'./1 .67 

")708.1,'-, 

62 11l. ­

(,IIOC;.36 

3593.51 
)B35.JO 

3(,7/-, . <j 1 

1I103 1.0S 

Rn/I,llo 

l~61.-

2IjSS.O l 

71'/ .1:1 

81"/6./e 

]hf] . 

~9A' ./ 

-------- ---
INPUT-OUTPUT COlFFIC1[NTS -- ------. 

Ortl"'H P[R "''''N OUTP'J1" p(l~ ,' I L: I ARE 

I,D .113 

19.26 

18.03 

13.51 

'9.39 
10 . 38 

"1.6 . J 1 

35 .(.0 

19 .' J 

'fl.IlS 

17. )0 

1) .B8 

16.49 

~2 .4 ] 

1".91 

Il 4R 

'). ')J 

1.1).7 1 

1,1) . 90 

\A. .fI·) 

j 1 . ~ 7 

tq .11 

19.7f.; 

;'/j .6(~ 

\1.111. 

i';.70 

I', .7~ 

n .il1 

f,. (,fi 

) !, .IIH 

/,:', 1",'. 

JI.h! 

1] . 05 

13 . 7U 

9.16 

1.&0 

,I) .35 

'L9S 

15.3b 

1(..11 

12. In 

9.96 

'I .78 

12.76 

t;;.11 

20 .I~ 0 

1/1.1t1 

. (, f, 

1 .Ii) 

20 . ';l9 

I';! . 0 I 

I I . } {, 

..." . 71 

') .Rrl 

1" . 76 
PI. n 
1/ . 011 

I k . 'I S 

I) . /)') 

II, . 6)3 

r, .R ? 

I ). l;.t 

1' , .71 

! ? .1) 
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wi II be stab l e over t' :ne if th e h n'; the cooperative s ho l d , the dra ft 

anima l s they :Jwn anu th e number Tf the ir membe r s r ema in cun st ant or 

chanue ;.\ rop~) rt i ot1.Jtel y . But thi s h2s n .... )t been th ~ case in our stu dy 

area and th8 re has been a s igni ficarlt va ri a tion in res ource ava il ab i lity 

of each o f the c00perat ives incluJed in 0ur sam~l e in the three yea r s 

fur which Ja t a were co llected. This va riatiun has ne cess itated t he 

restra tifica ti on o f the sampleJ coo,Je r:3tives o n the bas is of 1::;8/1813 

Jata. 

The basic r ationa l be hin d th e s tra tif icati0n o f the samp l ed coope rn­

tives is t o se l ec t a r e,l r esenta ti vc '~ r ,) t yp ica l farm which fTlily serve as 

a basis f d r Linea r r' r0grammin g ,1'Jde l l in~. Th e re ,., r esentative f a rm a pp r0ach 

i nvolve s classify ing the tota l sam~ le in t u a number o f a rou ~ s s huw ing 

homogeneity in some res l)ec t nnd con s trllning a m0del for th e re ? resentative 

farm in <iach gr 0up. Th e r esult s ccb taincd from the m,)del will then in~ i cate 

a ve rages fo r euch y r0ul' which may se r ve 3S a bas i s f J r mak ing genera l ization 

fmr a g rc u!-' o f s imi l a r Farms. 

S in c.:; the LP api)rudch invu lves the use "f in,Juts a nd 'Jut~uts, it 

w0ul J ue m"ani n~ ful i f til" clus s ifi cations i s baseJ un the Crit e ri "l of 

t echnica l h";lnQgen~ ity; i. e., un th e bas is () f simil arity in intJut r atics 

"nd in ~ ut - 0Ut ~Ut c Je ff ic ia nts . Ta kin\J the aiJov" i nto consldernt i on we 
have emp loy ed five cr it e ri a in classify ing the sampled coo pera tives 
into six J iffe r e nt ~ r uu,Js. The crite ri a inclu de l a nu--ma n rati J, Jx-man 

r a ti J, uut~ut pe r hbc t a r" , ou t~ut ~e r man (P rJd uc tivity of l QbJr) and the 

h '1 , " 10 f ' , ~ YSICo C0 n u ltl J n S 0 - tn ~ C0JvG r ~ t l ves. The specific charact e rist ics of 

each elf the s ix w r0u ~. c l a s.ifi e J dccu ru iny to the a bel ve crite ri a a r e pr ov i Jed 

i n T,::!..; l e ;.3. 

, 
I 
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Land Nan Ox - Man l'\verage Output Per No. of Coopts ' 
Group Yield Ma n In the Ratio Ratio (Quintals) (Quintals) Group 

Per hectar 

1 3 1.·2 11 38 4 

2 2.8 1- 2 5.21 16.4 3 

3 1.6- 2.6 1-2 16. 33.8 8 

4 1. 6- 2 . 6 1-2 8.90 17.3 3 

5 1 - 1.5 1- 2 14 21. - 3 

6 1 - 2 0 - 1 18 31. - 5 

In accorda nce with th e classificnt ion given in Table 5.3. the 

follm.,ing cooperatives constitute each group.11 

Group 

Upper Abo Al i 

60 rc U2 

ducho 01 
Bucho 02 

Group 2 Group 3 Group 4 Group 5 Group 6 

Kawa 01 30kojji Chefa Kem l e Bul ad Limu ri i rt 

Kawa U2 Ha~ie Chora 

Welkite Jiba Ha l il a 

01 I~je Feje 

.iaj j i 

Gu l e l e Odaj i la 

J i da 1\5 ke 1 t u 

Herota 

S i rbo Wenj i Go r8 Li mu Ar ea 

Abose ra- Al e ltu Mole Limu Ch cmerie 

Al ko Huru ta Hitossa 

Huruta Ge rdebusa 

r 
J 
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HS r~Jaro :"; :!"':e Jerivati Jn o f r~ iJ n~ sen t J t i ve fa rl1l5 f r'Jrn e.Jch ~r()u p , 

CJl l i nsun (ljc..;3) n.)tes t w:; <..J lte rn c tivc methods, s~ l e cti un ,:) f a :;u rt icul cl r 

f ~rlil tu r -a \_Jres lolnt d :;I r .Ju~ o r th cl synthf; s i 5 o f yr0u :J avt!raves in t o () 

f"l:!pn;!st::ntat iV0 fa n ·1I uni t. SinC8 the numbe r of CJUi .. h~rat ives in ~ach SJ .[lvU ~ 

is s",~ll an" cannot ,Jruvi u" J j'''luate info n oLl tion tv se l ect" f'3 rticul ar 

far,,, witn re,.,re sentative characteristics , we ha ve optedfJr the de riva tiJn 

u f tlie r"iJ r,~ sent"tive f iJ rfll a s the ,l rithll10t ic mea n farm ca lculateG from th" 

Til E l HJE"k f-'RO~Ri\"II'd I,G ,-iiJlJEl 

The l inear f.' rU~r"enmin~ is d ,ih1the ma tica l IIIe thvu used in .ieterminin9 

tne ')iJt i lllC.! value of 3 linea r functi JIl subject t v linear constraints. 

Symbol ica ll y the muJel is given as: 

ul-'tilTli ze L= ex ... . . _ . _ .. _ . __ . (5.1 ) 

x > 0 

Where: c= Vec tor Jf cueff icients uf object ive functiull 

X= Vec tor Jf Jj.Jtima l l e ve l o f activities 

H= a matrix of in put - out put co.::fficients 

b= input availaGi l ity vector. 

The l P lTI~ dc ls have had as tha ir ma in pur,Jose a n I!na!.ysls ::> f tha 

allucati.:>n u f r esuurces t v d iffe r ent crups. In empluying the LP mode ls 

fur the ~u r~use j f a na lysis, first uf a ll mne defines the iJea l out put. 

Then, with the se op timal outj)uts ,) Il t; c0mpil res th e a ctual o ut>,ut to 

est ie,late an "; eval ua t e the effi ci ency in the allocat ion of re sources . 



In e s t im~t i n-d the a l1 o ca tiv~ eff i c i ency vf uur c0()pc r a tiv E; S, 

th \;,! r 8for e, an LP rlluJel i s c0nstru ct ed fu r t he r up re s ~ nt.)t iv e f arm (lc riv.;u 

from "aci) grout-!. Our Lin G" r P ro~r3 l1lm ing mOG e l may b0 s pec i fi cJ in 

t " rrns 0f i t s vbj .. c ti ve funct ivn, its ac ti v it ies " nd its co n s tra i nt~. 

A) The Obj ective Functi on 

The coope ra t i ve ente r jJ ris e s are assumed t u maxim i ze the t o t a l 
va lu e s o f their ne t revenues def in"d a s thG vd lues vf the ir vutputs 

"linus th e i r n" n- l abv r a nd l a nJ cv sts. 

b) Ac ti v ities 

Five broad tY j-les of a ct i v iti ~s ~r ~ cons i Je r ed in th e Inouel, re l ati ng 

to f'r uuuc -c i0n, cons ulOfl ti on, r"ar ket in ,; , use (hiring) of ma chin e ry a nd 

crewi t . 

(1) ProJuct ivn Hcti v i ti e s 

All in a ll, this ac tivity in c lu Jd s the ,., roducti un to t Gn crofls , namely, 

whea t , ba r ley, maize, mi ll e t , Te: ff , f ie l d jJea s , horse bea ns, Lin seeJ , 

fenu~reek ~ n d vege t a b l es and roo t c rops . 

(2) Co ns unit't ion ilctiv i ti e s 

The t o t " l pro uuct IJ ruJ uceu by the c.~olJera t i ve s 1& uti I i se:] f o r three 
fl urlJuse s ; membe rs' cJnSUr'llJ t ion , f or sa l e a nd fo r see Q. S in ce the maj " r 

pa rt v f ~ rud ucti o n yves t ~ consurnpti vn, it ITIdY be a rgu ed th a t consumpti on 

;.> lays an im,)o rtant red e in their a cti v iti e s . This food re~uirement fo r 

meeting J;;me stic subsistenc <.l neeJs is included in the model. 



() da rket in ~ !lct ivit l es 

[xcei .. t ve';je t ab l e s and rJo t cr.j~) s whi ch a rc s'JLJ i n ~ f r ee 4ila rket , 
t hese acthllti "s cvn s i st vf the sill " u f agr i cul t uril l p ro.J lIcts t J the 

I-I~ ricultura l ... a rk"tin~ Cur,>uratiur. 

(4) Use o r Hiring Activities 

These activit ies invu lve the uti I i sati un o f own farlll machi nery 
or the hirin g of farrn machine ry, i. e., tr3c tors and comb in es from 

iI~r i cu I tu ra I I'iechan i sat i .)n Sa rv i cas Co r po r a t i " n . 

(5) C-eu it Activit ies 

Creji t 3ctiv ity ,J rovi ves th e coo,;e ratives wi th the ",.>ti ol1 o f 
bo rruwi nJ c..:l!J itai to cove r th e ir 't.'.J rkl nj ca pital re-iuirelnents . Th ese are 

0btaineJ Qt a rate Ji five pe rcent f rom ba nks. 

C) C"ns traints 

The moJe l is s ubj ect to thE; fu ll (lwlng cU8strdints. 

1 • Lil nJ 

Tota l cultivated la n ~ and wheat l a nJ we r e s pec ifi eJ in the moje l 

except br l. r ·:lup 4 vlh ich is no t invo lved in the hirin~ o f machi~ ery. 

2. Labor Constrd int 

The a va il abi l ity o f labo r in c",-::",." tiv"e , _ J etermined by their 

t vta l Ine,nbCl rs. The enti re labor f o rce contri butes a ce rt a in maximum 

lalJour hClur lJe r crof,l seaSeln wh i ch s houl J be J i v iJeJ into the r equirements 

uf th e va ri ous crufJ s. To take seasonal p<oa ks and troughs in t<.> 3ccount l a bo r 

CJ nstr a int is furthe r d i v i deJ into four operat iona l ~eriods, ~ I ouing a nd 

Selw in!,), "eeJ i ng, hilrvestin;j a nd threshing . 



3. Ox " power Constraint 

Ox power i n the study a rea i s bas ica lly used for ~ I owing and threshing. 

Ox-power constraints are therefore se t to ba lance th e Ox- povJer r equi rements. 

with the avai l able capac i ty in those two per iods. 

4. Machine Power Constraint 

Some cooperat ives own t ractors a nd combines (Group 6) for us e on 

thei r farm. Tractors a re used du r ing :Jlowi ng season wh i Ie combines are 

used for harves t ing. i'lachine f-lowe r cons tra ints a re th erefore set to 

ba 13nce requ i rornents wi th ava i I ab I e sapac i ty. 

5. Hi rinY-11achine Powe r Constraint 

Each cuo pe ra tive is provided with the opt ion of hiring as much 

machine power as it wi s hes (usually determined by t he a rea of wheat a nd 

barley l and) at a r a te of 160 birr ~e r hect a r e for f-llowina. discing and 

se ed cover i n ~ and ~H birr ~er hectare for harvesting and threshing. 

6 . Operating Cap ital a nd Credit Constraints : 

Ope ra ting Capital requirements comprise t hat amou nt of cash which is 

consumed to cover va r iabl e a nd "tiler cos ts . All cooperat ives ha ve some 

capital obtained f rolll past year p roduction ac tivity for this ;lurpos e. Once 

that operating cap it ~ l is de~ leted. they ha ve the option of borrowin] 

ca~ita l at an interest rate of 5 percent. 
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7. Subs i s tenc" He~u i rcments 
Coo,Jera tives mazifll ize the ir cash income after fulfiHing their nJinimUlll consumt;rion requirem~nts. This imposes a constraint 0n the maximization prOblem. This consulilpti o n re4uirement is detennined by the mini.num calorie re4uirements of members heuseho lu. 

8 . Crop Production Equil ibri um 
The ;; roduction equ il ibriUl;; c:ondition, bal a nces ,) roducti on, consump­

ti on and selling activities. 

5.3. EXISTING PATTERN 0F RESOURCE ALLUCAT ION A.~D CROP PRUDUCT ION (;F THE S;\,'iPLED COUI'ERATI VES 
In this section, we wi 11 pro vide a bri ef description and analysis 

of the patte rns of act ual resource use a nd crop production of the sampled 
cooperatives . The data prov ided in this s ection, will be compared with the opt imal resource allocation and c ropp ing 11a tte rns obtained from computer a na lysis . 

5.3.1 . 

LAND 

RESOURCE AVAILABILITY AND RESOURCE ALLOCATION 

The t ota l l and under the coope ra tive holdings in 1979/80 varied frum a millimum of 130 hectares in~Bosha Burki tu to 1550 hecta res9 In Bucho 
01, the a ve rage t otal land holding being 586 hectares fle r cooperative f a rm. 
Between 1905/86 and 1987/88, the total land holding of th e cooperatives was growiny at an average annua l rate of 10 percent. 
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The tota l l a nd ho l d in~ uf the coo~er a tiv es in yeneral is divided into cultivated land, t>asture l and and othcer (forests s",am" s, etc .). Of 
the tota l 17580.5 hect a res which was held by the sam~Ied cou;:>e ra tives in 
1~U 7/ 8S, 57. 6 percent was under crops, 38 ~e rccnt was l e ft fo r pa sture, 
the rest being cuvered with fo rest o r r em<l ining unused either because it 
was swamflY o r f·.)r o th e r reason. 

MUst of the culti vated land o f the Gam~ l ed coupe ratives is used 
fo r th e ,.,roduct ion uf cereals, even though ~uls e s and o i 1 seeds are a lso 
~rown. Of the total a rea cultivat ed in 1987/8J, 87. 3 ~ercent was used 
for Corea l pr Jduc t iun , 6.d ~ercent f«:r pulses an d about 3 percent for 
o i lseeds, . the rest be iny used for vegeta b l es , roo t and o the r crops. 

LABUR 

Basicll ll y, members of the coope ra tives ~rovi de labor t ", the cooperati ve farms . f10s t membe rs of the coo[.leratives a r e ma l e a nd fall 
Det ween the ages o f 19 and 55.=",·, members a re female - 10 percent in 
19i17/d8 . Pe0p le above the ages o f 65 can al so be members of the coope ra-
tives. The age - sex u istri buti on o f members of the sampled cooPGr~tives 
is pro vi ded in Tab le = r . '-

Tab Ie 5.5 Pe rcen t·ages uf Age - sex Dis t r i bu t i on of 
Mern~ers of CO<Jpc r a t ive Fa rros - 1987/8& 

To tal o f SEX A G E Ages 1 ~ -2 5 2(;-55 36-45 11('; -55 ~G -65 66+ Exceed in g 
56 Me 1 e 18 13 23 .4 15 9. () 5.5 1 5. 1 Fellla Ie 1. 2 2 .. 1 2.5 2.7 1.4 0.7 2 • 1 Total 19.2 20. 1 25.9 17.7 11 6.2 17.2 

Sou rce : Fie l d Su rvey. 

Total 

89.4 
10.6 
100 
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Even though cooperatives Illay also li S" thei r fami Iy l abor In 

p rouuct ion, the uti! isati on of such l abor In t he samp l er; coopera tives i s 

negligible which leaves a cvnsi dereble amount of labor unutilis"J . Th e 

percentage of age - sex distribution of members fam il i ~ s of cooper~ tive 

members is provided in Table 5. ' The ave rage fa m i Iy size of the 

sampled cooperatives in 19U7/U3 was 5.95 of which 1.98 was in the 

working age category . i. e . , between th e ages of 15 and 60. 

Tabl e 5 . Pe rcentage of AGe-Sex Distribution of Members 

o f Film i ly of the Coupe ra t ives - 1987/3,) 

TJtal uf 
SEX A G E 

A~es 
Tot a 

< 14 15-17 18 - 50 6 1+ Be t ween 15 and 60 

Male 27. n 5. 6 5.4 1.2 11 .0 40 

fema le 28. 2 7. 6 22. '3 1.4 30. S 60 

Total 56 .r. 13 .2 28 .3 2. 6 41.5 100 

Membe rs o f the coope ratives ar e therefore the main sources ·:Jf labo r. 

They work on a full-time regular basis a nd provide a cons tant su ;;p ly o f 

effort throughout the producti on yea r. In 19t16/il 7 and 1937/8J a member, on 

the average, worked for about 1530 .8 hvurs (=191.4 Jays per year) va r yi ng 

fro m a minimum of G02 ho urs in ke rensa 0 '1 in 19 f1 7/83 t o 22tl9 in Abo sera 

Alko in the same year . The pe r hecta r e utilisation of labor r esource on the 

represen tative farm basis is p rov i ded in Table 5.7 

I 
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OX Plhi ER 

Eve n though some coope rat i ves own mach i ne I,owe r and " thers Illay use 
such an in put thrJugh hiring, must 0f the agricultural land in the 
reg ion a nd in the sampl ed cooperatives is cultivated using-ox power. 

On the average , the samp led coo~erati ves had 180 oxen in H il7/US , 

var; ' .; from 40 in Bo sha Burkitu t o 537 in He ro ta . 

In 1987/33 the a verage cultivated land by a pa ir J f oxen was f 0und 
t o be 3.7 hectares. The ox-man ratio wa s f ount! t o be 1.25. 

As f el r as r,ra chine power i s cJ ncerned , while a numbe r uf coope ratives 

own tracto rs and cvmbines, o th e r obtain t heir serv ices through hiring 

from Agricultural Hechanization S ., r vice COlJ,)oriltion estab l ished by 

Proclarna ti vn 337 of 1:;l (i7 (I~ega rit Guzota , 40th '( eur, No . 30) o r from 

s e rvice coopera ti ve,. Whil e th e rates cha rge J ~y service coopera tives 

vary from place t v p l ace, the rates cha rged by Agr icultural mechanizat ion 

are the same throughout their opera t ic-n areas , differing only by th e 

type "f the so il the y cultiva t e. In the l a tter Cilse, while the cooperati.lles 

pay '1(, 7.94 bi rr per hec tar, fur pl Jw in g , d+scing and seed covering f o r 

heavy soil, the rate paid for the s ame operat ions f o r medium so il ie 

159 . 64 Birr. On t he o the r ha nd, coope ratives pay 97.73 Birr per hect a r e 

for the ose o f combin e s in harves tin g a nd threshing. 

The utilisati o n of agricultura l mechunisat ion se r vices in th e 

regi on was 8ctu a lly started in 19t16/'l 7 crop year and was "i Jespread in 

193 7/iJ8 cro p yea r. Most o f the coope ra tives hire machinery se rvices in the 
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plowing of wheat and/or t ~ rley fields and in the harvesting and threshing 

of the same crops . The payment made by the cooperatives for th e use of 

such services, on the representa tive farm basis, is provid ed in Tab l e 5.7. 

OPERATING CAPITAL 

APCs der ive their operating capital from their farm income. After 

subtracting the annual costs from the gross farm income, the remainder 

is d ivided into two p3rts - f a rmers' income, (which is paid in k ind to 

members) and the ne t farm income of the cooperative - The net income of 

the cooperative enterp rise, inturn is divided in varying ra tios for 

various purposes. Whil e 60 percent of the tota l is assigned for fixed 

and operating capita l (30 percent eac h) for the subsequent crop yeil r, 25 

percent is maintained a s a reserve fund . The rest i s used for mate rial 

and moral incentive ( ~ percent) and for social development (13 percent). 

Th e s ize of ope ratillg capital i s thus dependent upon t he total income 

and the ra tio in which the tota l income (net of costs) is divided between 

farmers' income and the ne t income of the ent .- -iee. Since bo th the total 

income and the ratio va ry from year to year the amount of operating capita 

avai lab l e to the f a rm a lso va ri es. The util isat ion of operating ca pital 

per hecta re in the six representative f a rms is given in - :. , l e 5. 7 . 

5.3 .: . CROP PRODUCTION IN THE COOPERATIVE FARMS 

Production, income and costs of production of the sampl ed cooperatives 

are provided be low. Monetary valu es we re qerivcd on the basis of total non-

labor resource costs incurred by th e APCs and the cash equiva l ents of their 

total output. 
I 
r 
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OUTPUT 

The total qua.Hity of output produced by the silmpled APes in 1987/88 

va ri ed from 21 7quintal s in Bosha Burkitu to 1042J1quin ta ls in Jida Hnl il a -

the ave rage per APe be ing 3981 quin ta l s. Wheat and ba rl ey constituted more 

than 85 pe rcent of the tota l output . The total yi e ld in the coopEratives 

has a lso shown 3 conside ri'lb l e va riation. It varied from 21 quintals per 

hecta re in Huruta Gerdebussa to 3.8 quintals in Lodi e Shnrbi l - th e average 

for a ll the APCs being 12 quinta ls . 

Most of the outpu t of the APCs is distr ibuted in k ind among its 

members in acco rdance with th ei r annua l labor inputs. In 1987/88 about 

54 .83 pe rcent of the tot a l output of the sampl ed cooperatives was so 

distributed. Only about 34 . 35 pe rcent of the total output of the se 

coope ra tives was market ed , the amoun t reserved by them for seed being 10.82 

percent. 

The total income of the sampled cooperative s from crop production 

ac tivity was 4 ,458,877 . 51 Birr in 1987/88, ranging from 705/. 75 in Bosha 

Burkitu to 364,697 . 95 Bi rr in Limu - chemer ie . The ave rage for a ll farms 

, 

in the same year was 1 48~629 . 25 Birr . Aside from the incomes that 

cooperatives derive from crop production , they a lso obta in m2rginal income 

(3 .2 percent of the total in 198, /88 ) from othe r activitks such as 1 ivestock 

production, handicrafts and th e provision of va rious services . The income 

so obtained by 13 cooperiltives in 1987/88 was 1119,899.54 Birr. Hence the 

tota l income de rived from crop production and oth er act iviti es by the 

cooperatives in 1987/88 was 4 ,6 mill ion Birr. 
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COSTS 

Th e total cost of th e coope ratives is divlded into va riab l e costs 

(expenditure on seeds , f e rtil ize r, pesticides and he rbi c ides) and 

overhead costs (taxes pa id to p~, pe rdi em, administra tive cost s , e tc). 

The variabl e and overhead costs absorb a considera~l e amount of the 

income of the cooperatives . In total ity, they consti tuted about 46 . 7 

pe rcent , of the total f arm income of the coope rati ves in 1987 /88 of the 

total costs, the variabl e costs are the main ones accounting for more 

than 80 percent of the total cost incurred by t he coope ra tives in the 

same year. 

LABOR INCOME 

Afte r a llowance is nu de for costs, more thnn 85 pe rcent of the 

Income of th e coope rat ives is distributed among it s membe rs a s l abour 

income. The average pe r cap ita l abor income so distributed ;n 1987/88 

va ried from zero in kawa OZ and Welkite 01 (because the ir costs and 

debts exceeded their produc tion) to 11 84 . 45 Birr in Huruta Hitossa - the 

average for a ll being 480.67 Birr . Members of cooperatives in Kawa 02 

and Wei kite 01 survived by mee ting the ir food requirements th rough 

borrowing . 

For the purpose of comparison with the optimal va lue s , the ana lysi ~ 

provided above, on individua l f a rm l evel . is summari zed for each of the 

representative farms in Tabl e 5 . 1. 
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. , T.J oJ 1 s .5 . 7 SV~"' '11-'''! ry ~'..:J ';" : Un ~ I :>c. ... ;. ~ . 0n G f t<.ep r est;.nt:t i ve Fa rms - ----_._ - - ------ --------_. .--. . -.. _---------" , 

.CropDing Pattern : 

Area Under 

1.1.Wheat 

1.2.Barley 

184 . 32 

291.24 

1 .3. l'1ai ze 

1.4.l'1illet 

1.5. Teff 

1.6.Field peas 

1.7.Rorse Beans 

1.8.Linseeds 

1.9.Fenugreek 

1.10. vegetables 

Resource Use: 

5.5 

5.75 

14.92 

0 .75 

·.1.Area Cropped 
(Ra) 502.48 

.2.AnnuCll labor 
useC.(hours/ 
farm) 267555.0 

.~.l'1achinery costs 
(Birr/ 
farm) 35794 .0 

.4.0perating funds 
(variable 
costs/ha) 122.21 

Returns 

1 . Total farm 

325.10 

294.8 

20.07 

42.0 

3.58 

685 . 55 

181.66 

104 . 56 

19.84 

0.875 

8.0 

28 . 38 

8.75 

1.0 

2.56 

355 . 62 

4 

49.7 

70.7 

1.67 

3 . 3 

4.0 

6 . 0 

5.0 

).3 

143.67 

5 

20.17 

70.8 

1.3 

14.53 

5.3 

1.0 

0.67 

120.77 

129. / 

143.5 

10.5 

16.2 

21.8; 

18.1 

0 . 5 

10.3 

16. 1 

366.1 

378631 .0 228411.00 145492.0 148846.0 313257.0 

~4893.0 14464.0 3697.0 18035.0 

137.32 110.90 65.39 124.21 172.0 

returns 150621.0 129889.0 195645.00 48723.0 59377.0 252761.0 
2. Returns per 

hectare 300.0 

3. Returns per 
hour 0.56 

~. Returns per ,. , " 
unit of dper-
ating cap ital 1.55 

189.0 

0 . 34 

0. 86 

550 . 0 339.0 492 .0 690.0 

0.85 0.33 0.40 o. 

3 .62 5.18 3 .1 7 
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5.4 . EMPIRICAL ANALYSIS 

5.4.1 . THE DATA BASE 

The data used in the LP model , in most cases, are those obtained 

from field survey. In Gome cases, however, results of experimental 

statations and previous establ ished standards a re also used . 

LABOR 

In their statues, a ll cooperatives have set an eight hour working 

day and 6 working days per \~ee k . Hence, a member of a cooperative is 

expected to w~rk not l ess than 264 days in a year . But not all members 

of the producers' cooperative abide by this pol icy. There is absentee ism 

and off - farm commitments which prevent members from working on the 

large cooperative enterprise . Thus one cannot take as much as 264 days 

as a basis fo r assessing labor supply in cooperatives . What was done 

here was t o es timate the l abo r supply as an average of the tota~ workdays 

worked by oach member of th e? := . " :~" ,-oope ra t i ves for th ree yea rs . 

According to this es timate a member, on th e average, has worked for about 

195 working days in a year. Taking this as a basis, labor supply \~as 

derived by mutiplying 195 days by 8 hou rs and thei r product by the total 

membe rs of each of the representa tive farms . 

LAND 

In a ll cases the area of total cultivated ' , ·d available to the 

coope ratives was taken in the model. To a ssimil a t e the costs of hiring 

machinery into the model and to ga ug e th e effects of using machinery on 

I 
r 
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the util isation of resources (labor ox-power and operating capital) 

a minimum land I imit for wheat was specified whose size was determined 

by the total machinery cost for all the representative farms except 
has 

for Group 6 which/its own machinery and Group 4 which was not involved 

In such an activity. In addition, for Group 6 which is involved in the 

production of root crops and vegetables, a constraint which restricts the 

land under these crops to a maximum hectarage of 15 hectares was surecified 

to relate the production pattern of the optimal solution to the existing 

rea I cond i t Ion. 

ox- POWER SUPPLY 

Ox - power supply was estimated taking the plowing and the thresming 

seasons into cOBsiderati on. On th e average , in the three years (1985/86 -

1987/68), while the sampled cooperatives have worked for eighty days during 

the plowing season, the number of days worked during the threshing s~ason 

was only thirty six. Taking this as a basis, whil e ox -power supply during 

the plowing season was derived by taking eigty ox pair days of eight hoursof 

each of their tot., I ox ;l" lrs, ox power supply 'Ju-ring the threshing season 

was derived by taking thirty six ox pal r days of eight hours of their total 

ox pairs. 

MACHINE POWER SUPPLY 

According to the information obtained from the Agricultural 

Mechanisation Service Corporation , the total machine power hours available 

for hire is estimated by taking 70 pe rcent of the total machine hours 

(ovEr the six plowing months f or tractnrs and tv~ harvesting and threshing 
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months f o r cO:'1hine s) . This informa t ion was taken as a basis for 

dete rmining the total a-!eil ab le machine power hours . To distribute the 

total to the different coopera tives , we divided the totGI machine power 
hours by thei r 19!1//8{1 sa l v, i .e ., the total land plowed and harvested 

and threshed by :hc ; () machines in that crop year . Accordingly while 

there were 15.16 hours for each hectare of cultivated land for plowing, 
the corresponding figure for combines was 2. 3 hours . This was then taken 
as a basis for estimating the supply of machine hours for each of the 
hiring represer.tative farms . 

The tote I machine hours available for use by those who own tractors 
and combine~ f or use was estim~ ted by taking 70 percent of their total 

machine hour s . 

Operating C <~tal 

The available work ing capital was arrived at by taking 55 percent of 
the net fe rm inco!Tle. Net farm income is defined as gross Income minus costs 
and consumption allowances made in kind for members of the cooperatives. 

In addition to 30 percent of the net farm Income assigned for that purpose 
cooperatives may also employ their reserve fund which is equal to 25 

percent of their net farm income to cover their variabl e costs . Because of 
this, the reserve fund was also specified in the model as part of the 

working capital. 
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Cr" dit 

The l eve l of short term cred it available for th e cooperatives 

was determined by the costs of fertil izer, improved seeds, and an amount 

~qual to 50 percent of the cost of hiring machinery . These were 

calculated by taking the average ferti I izer and improved seed appl ication 
rates and I/Z of their actual payments for the corporation . 

consumpt ion 

Consumption requirements were calculated on the basis of c~lori e 

intake recommendations made by the Office of National Committee for Central 
Planning. The Office recommends a per capita calori e intake of 2000 per day 
for a working member, 1500 for woman and 780 for children . The average 
daily per capitCl calory r'"quirement is then taken <lS 1600. 

Prices, Yi e lds, Variabl e Costs and Input Coefficients 

For eClch crop, prices, yields and va riable cost s were obtained 

from the sampled cooperati ves . Prices are calculated as weighted averages 

of their sales prices. Yields and variabl e costs, however , \~ere calculated 
as averages of the data obtained from the field. In order to take differenc­
es in local conditions into account , the yield used for Groups 1 and 2, Groups 
3,4 and 5 and Group 6 were estimated separate ly on the b~s's of figures 

obtained from the cooperatives in those specific groups . 
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TABLE 5.'; A 6UMIWlY DATA USED IN THE LP MODEL 

REPRESENTATIVE F4I!lt1S 

1 2 , 4 5 6 

LAI/D (HACTARES) 

1.1. Cultivated Land. 

A. Total 2009.92 2056.75 2848.25 440.50 ,6'.50 1845.26 

8 B. Representative 502.48 685.58 '56.0' 146.80 121.17 '69.05 

1.2 Wh.at Land 1'9.00 21'.00 56.00 21.00 12'.00 

LABOR 

2.1 PI •• bere 

A. Total 597.00 662.00 1417.00 224.00 247.00 1034.00 

B. Representativ. 149.00 221.00 177.00 74.00 82.00 207.00 

2.2. Available Labor lour. 

A. Total of Repro.entatty. 2,2440.00 '44760.00 276120.00 115440.00 127920.00 '22920.00 

B.1. Februa~-JUD. Labor 95'60.00 141440.00 11,280.00 47360.00 52480.00 1,2480.00 

B.2. Ju17-Sept •• ber Labor 51256.00 76024.00 606118.00 25,456.00 28208.00 71208.00 

8.'. OctOber-November Labor 42912.00 M648.<)O 50976.00 21"2.00 2'616.00 59616.00 

D.4. December-January Labor 42912.00 6'648.00 50976.00 21"2.00 2'616.00 59616.00 

OX_POWER 

,.1. NWIlber or oxen 

A. Total 785.00 687.00 2224.00 295.00 '84.00 75,.00 

D. Representative 196.00 229.00 278.00 98.00 128.00 150.00 

,.2. Available ox-pair Hours 

A. Representative " 'l'otai --~-. 90944.00 105792.00 126992.00 45472.00 59'92.00 69600.00 

8.1. February-June ox-pair bra. 62720.00 72960.00 88960. 00 "'60.00 40960.00 48000.00 

B.2. Dec:ember-JanuaI7 Qk\oopIir bra. 26224.00 '28'2.00 400'2.00 14112.00 184,2.00 21600.00 

OPERATING CAPITAL (BIRR) 

A. Total 2,495.00 27910.00 65670.00 9654.00 7418.00 928OQ.OO . 

B. Representattve 5874.<)0 9'0,.QO 8209.00 '218.00 2473.00 18560.00 

CREDIT (BIRR) 

A. Total 191692.00 229581.00 166468. ,0 1950'.92 21947.95 1151'0.00 

D. Representative 4792'.00 76527.00 20808.54 6501. ,1 7515. ,1 25026.00 

CONSUHP'l'IO/I (MILLION CALORIE) 

A. aepresentattve Total 515.00 76' . 00 611.00 256.00 28'.00 715.00 

A.~. Wheat consumption 247.00 '66.00 256.00 107.00 118.00 500.00 

.1..2. Barle7 COJlsu.ption 226.00 "5.00 244.00 102.00 11~.00 286.00 

.1.3. CODsumption of other oereal. 61.00 26.00 28.00 72.00 

A.4. Coneumption of Pul.ee 42.00 62.00 50.00 21.00 24.00 57.00 

Soucet Cultul.ted on the basia or data obtained Crom field surTey. 
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iLE 5 09 - DATA OF COEFFICIENTS UDED IN THE LP MODEL 

LIN FENlJ 
VEG.t.:'TSBLE 

"'HEAT BARLeY M"ItE H] LLE1' FEfF FliLD HvRS£ ,1.110 
r t••• BEArIS 5~f.D · GRF.::'X ROOT CROl e _., 

HiC='5 

!3irr/~uint;tl ~6050 36.20 2" • 27. 0" 36 . ~O . "6. "6 . )8 . 

';!d/dLE CO!;',i' 

ilirr/Hectnr 122 . 117. "' . 40 . 77 . 1 (>1 , 99 . 19 . "0. 281 . 

1 ::"LlJ (r.."U 11 !·r.,L&/HEC':',\RE) 

. 1 • Groups 1 and 2 11 . 9 6 2 2.70 5.0 

.? • Groupe ~ ." .nd 5 17 16 26 9 q 9 1~ 6, 7. 

.~. ~ro\.lp 6 18 18 19 9 16 16 16 " . 5. 69 . 

,.'Bon Rf'.:UJ!i!::l~r.::ITS 
(HeUR~/H~1"HE) 

• 1 • February-June 100 . 100. 11=;0 100 100. 68 . 68. "\00 . 100. 236 
. ? o July-Septelllh'!r 128 . 1;'8. C'~8 12P, 192 . 6" • 64 . 64 • 6" • 576 

· ~. Oc t Obe r-N oveche r 160 160 . 240 160 160 6" "8 24 2" 240 

." . December-Janu~ry 160 160 200 160 192 ;2 ~2 6" 6" 

X-rO''''ER R r;c..UI RFl1£i"i':'S 

• 1 • February-June 
(Ox- Pair HouTs/Hectare)96 96 96 96 96 6" 64 64 

.2. December- January 

(Oxen Hours/Hectare) 240 2"0 2"0 2"0 240 128 128 

;:,l/,HIiiG C;.rrT ... L 

(R~~UIHi~TS(alRR) 6; 6; ;1 ;1 49 52 46 ~O 281 

',,''':!! I!lE HOURS 
, 1 . Tractor ~lOlJrs 6 " 
. ~ . Combine Hours 1 

.'-:3ti -

,1 . Hirinr; I''''-te for tr;:!ctor .0 •• • 0 •• •• 0 • • ••• ••••••••••• '0' 160 birr/H~ct~~e . ... .. .. . ..•.•.•. 27 hirr/:1our 

,2 Hiring rtl.te tor comhine~ • ~ • 0 •••••••••••••••••• 0 ••••••• 98 birr/Hf>ctRI''': . , ............. . 98 birr/Hour 

.; Cost of utilisation ot tractQr • •• • • • •••• 0 •••• • • 0 • • 0 • • • 1 ;2 birr/Il n ctare .... .. .... . . . . . . 22 birr/Hou r 

," Cost ot utilis~tioc ot CO:lbl nes ..•••.•..... . •• ....• . 0. 4 ,).S2/Hect P !' f: .. .. ......... - .... "5.52 hi r r / Hour 

· 5 Hate of interest .... .... , .. ..... .......... ... ......... 5 rercl":nt 
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Labor and ox-power requirem8nts were basic~lly ave raged out 

from data obtained from our survey . The da ta so obtained we re then 

checked against the co~fficients which we re established on expe rim~ntal 

basis by the Ministry of Ag riculture in that region and arc nO\oJ being 

• used in the planning of the cooperative sector in the whole reg ion. 

Tbe averages fairly approxi~3t e the coefficients and we re used in our 

model. 

A summary of the data used in our mpdell ing are provided in 

T~ _)les 5.B and 5.9 

5.4. 2. EMPIRICAL RESULTS 

The basic objective of this chapte r as we sta t ed ea rl ier, has been 

one of evaluating the al locative effici ency of t he cooperatives a t the 

micro-level. Towards tbe achievement of that obj ec tive an LP run \oJas 

made. The result whi ch we have obta ined from the computer analysis is 

provided in Tabl e 5.10 lihat do the results depict? Is the resource 

a llocation gene rated using the LP run in I ine with the actual practice? 

This section tries to answer Ruch questions by comparing data provided in 

Tabl es 5.7 and 5.10 

5. 4.2.1. PRODUCTION PATTERN AND RESOURCE USE 

Given the ex isting teChnological situation in loJhlch the cooperatives 

operate, there is no unused cultivated land in tbe optimal solution and 

land was found to be a I imiting factor whose marginal va lue product varies 

inversely with the land - man ratios across the various groups of 

farms. Thi s i s provided in THbie 5.11. Even though I and is 
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Table 5.11 

Land Labor Ratio 

Ma rg i ona 1 Va 1 ue 

Product of Land 
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Th e Re la tion Between Land-Labor Ra ti o and the 
Ma rg i oOle l Va 1 ue P roduc t of l.and ",f the 
Ropresentative Farms 

R E P RES E N T A T I V E F , R M S •• 
2 3 4 5 

3.36 3.09 2. 01 1.98 1.47 

171. 35 188 .50 241 . 508 254 .6/ 581 . 45 

6 

1. 78 

255.657 

In :: . gandral a scarce resourc e , it is not 'optimally all cJcated among the 
different a products and th e patte rn of production suggested by the 

optimal solution has been ~arkedly different from the actua l production 
pattern. This is provided in Tabl e 5.1~. 

In all cases, mill e t and I inseeds should not be produced under the 
optimal allocation of farm resources at the current AflC prices . Optimality 
also requires smaller allocation of land to wheat and barley than is 
actually the case. In the actual cropping pattern, the percentage of the 
total hectarage allocated to wheat and barley has varied from 74.45 percent 
in Group 6 to 94./ percent in Group 1. In the optImal solution, however, 
the percentage area all oca t ed to these crops vari ed between 34.53 percent in 
Group 5 to 68.6 percent in Group ~. The reduction in the area allocated 
to wheat and barley in our cptimal solution was sugg ested to be shifted to 
fenugreek and/or maize in all cases exc ept Group 6 in \~hich case a large 
area was suqgested to be a ssigned to the producti on of teff and field pea. 
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The above reallocation of land sugges ted by our optima l solution 

is the result of a number c ~ important factors contai ned in our model 

and a re given in Tabl e 5.,. These include: 

i) the ve ry high machinery hiring costs that a re a ttached to the 

plowing and ha rvesting and threshing of wheat as the result of 

which, that crop wa s una~l e t o compete with the othe rs. 

ii) the re latively low l evel of land productivity in whea t and 

ba r l ey in ~5 1 and 2, the low labor and ox power requirement 

of fenugreek and the relatively high price that the latter 

commands on the J~\MC cooperative market. 

iii ) the high producti vity of l and in maize. 

in case of Group 6, however, l and is hi ghly productive in fi e ld 

peas and Teff . They also ha ve high prices (rel a tive to the oth ers, of 

course) in the AMC market . Thus , our optimal solution for tr.at 

specific group suggested a shift in the allocation of lan d in favour of 

the se two crops . 

LABOR USE 

As one might expect, the util isation of farm machine ry under the 

condition of re lative labo r abundance would result in ineffective 

util isation of labor reS0urce . Our op timum solut ion testifies to this 

fact. The re lat ion between land man ratio, l and man ra tio cu ltivated 

by non tractor inputs and the percentage of unutil ised labor is provi ded 

in Table 5.13 
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Table 5.12. A Summary of Cropp ing Pattern of The Representative Farms 
Percentage Area Under Each Crop . 

Types of A C T U A L 
0 PT IM A l Cropp ing Pattern of The Representative Cropp ing Pa ttern of th e Representat i ve Crops Far m s 

Fa r m s 2 3 1; 5 6 2 3 4 5 6 Whue t 36 .7 47. 42 51.08 34.59 16./0 35.25 27. 69 31 .09 15 > 73 47 .84 17.36 36 .31 Bar ley 58 .0 43.0 29.40 49.21 64.42 39 . 18 31 .85 37. 51 38.50 12. 76 1/ . 17 12 .66 Ma ize 5.58 1 .16 2.89 32.29 i 7 .47 60. 33 28.53 Millet 0. 25 2. 30 1 .Oi Teff 2.25 4. 43 
20.8"j Field pea s 1.09 1.. 93 7.98 2.78 12.01; 5.96 3.98 4.31 
:~ 3 .2 3 

Ho rse beans 1. 14 2. 46 4.18 4.39 4.94 3.60 3.66 5.09 Linseeds 1. . 97 6. 13 0.61 3.48 1.38 0.14 Fenugree k J.15 0. 52 0. 39 2. 30 2.81 36 . 48 27 .09 9.88 18 .29 Veget3b k and 
Root Crops 

4.40 
4. 06 



1. 

" '-. 

3. 

4. 

5. 

6. 
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Ta bl e 5. 13 Th~ R;; l a ti on Be tween Land .. Man Rat io a nd 
Utilisa t ion of Labor in the Opti ma l So lutl 0n 

REPRESENTATIVE F,W,MS 

'. 3 4 " -
La nd- Ma r Rat 10 3.36 3.09 2 . 01 1.98 1.47 

Land- Man Rat I 0 
Cultivated by Non-
Tractor Inputs 1.85 2. 06 1. 69 1.98 1. 35 
Pe rcentage of 
Unused Plowing 
Labor 62 . 6 67. 22 67. 8 66.0 72 .9 
Pe rcentage of 
Unused Weeding 
Labor 2. 6 FU" FU 18 . 1 5.04 
Percentage of 
Unused Ha rve sting 
Labo r 25. 12 2/ . 16 FU FU 10 . 41 

Pe rcentage of Unused 
Threshing Labor 15 .0 11 , 58 6 .66 0. 17 23.2 

*FU - Fully Utili sed . 

In general, for those coorc ri'l tlves who In the 

6 

1. 78 

1. 14 

81 

21 

47 

54 

solution , have similar cropping pa tte rns)the percentage of unutll ise d 

plo~"ng labor increases from those g roups of coope ratives In which the 

land - man ra tio Is high to those g roups of coope rative s I,m e re the land -

mend ra ti o cultiva ted by non tracto r inputs Is low . r"t wh e re the yi e ld 

diffe re ntial (expressing the diffe re nce be t.,een na tura l cond itons) forces 

a different cropping patte rn the abo ve gene ral fact .,o ul d need to be 

modified . In general, th e pe rcenta !ll e of unutll Ise d labor , in the optimal 

so lut ion increa se s in those g ro ups o f coope ratives wh e re the cmpping 

pa tte rn f avours the producti on of f enugreek . This is so beca use, the 
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producti on of o il seeds, in the ex isting t echno logical situation, re­

qui res a re lati ve ly small pl owing l abo r pe r hecta r than the production 

of other crops . 

The LP solution shows that weedi ng l abo r , in th8 opt imal solution 

is fully ut il ised in two Groups of cooperatives, Groups 2 and 3, is 

nea rly fully util ised (95 percent and above) in Groups and S and has 

been fairly uti! ised (82 and 19 pe rcent respect ive ly ) in Groups 4 a nd 6 

Again it is the l and man rati o inf l uenced by the production pattern 

which resulted int'''~ patte rn of th8 util isat ion of l abor in that season . 

The patt e rn indica tes tha t , if additiona l l abor i s not secured from other 

sources (1 ike the util i sation of fami ly l abor) weRding labo r would be one 

of the 1 imiti ng resources de t e rmi ning the future ~xpan s i on of production in 

a ll the coope rati ves except Groups 4 and 6 . 

Th ~ same appl ies to ut ilisation of harvesti ng labe r except t hat in 

this ca se in Grours 3 and 4 (wh ich ha ve util ised combine harves te r on a 

li mited land or have not used it at a ll , re spec tive ly) the percentages 

of util ised labor have increa sed more than in the cas e of th e .~eding 

labo r . Sti ll , howeve r , the rati o of the unutil i sed l abor is not a s much 

as the pl ow ing labor . 

Except for fa rms in Group I} wh I ch tota 11 y depend on the i r 1 abor and 

ox-powar re soDrces , threshing labo r Is a lso in exces s supp ly . But the 

percentage of unused labor i s much small e r than the plo~lli1g labor and in 

some case s ve ry sma ll (Grou ps 3 and l~) . 
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The op timal solution also indicates undc rutil isati on of oX"power 

in the p l owing season in a ll groups of cooperative s . Tho pe rc :, 'cc'ge 

of unutil ised bullock labor incroa ses with th~ decr~ase in the l a nd -

ox ratio cultivated by bull ock l abo r . Th e re lation betl<een l and - ox 

rati o and the percentage of unutil ise d bullock labor is provided in 

Tabl e 5. 14. 

Tab 1 e 5" " The Relation Between Land-Ox ratio an d 
Percentag e of unutil ised Bullock Labor . 

R E P R E 5 E N T AT I V E F /I RMS 

2 3 4 5 6 

1. Land -ox Ra t i 0 p lowed by 
non-tractor inputs 1.85 2.06 1 . 0, 1.49 O. :' 8 1. 56 

~. Pe rcentage of unuse d 
plowing Bullock Hours 54.8 47. 1 69. 3 58 .:: 7i 58 

3. Percentage of unused 
Thre sh ing Bu llock Hours 2'/ • .5 FU 24.2 FU 36.7 FU 

With the exception of Group 1 , threshing bullock lab'x Is u llililting 

factor for those groups of c00per~ tives wh ose land Ox rat io ~~ceeds 1 . 49. 

As in the case of labor , the uti l isat ion of ox power depends upon the 

croppi ng pa ttern . The case in po in t is tha t of Groups 1 and s., in which 

the op tim31 solution has fa voured th e production of f enug ree k. Irre specti ve 

of large land ox ratio , in these g roups of coooe ratives , the re ex ists a 

r 
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cons ide rabl e excess th ~cshing bu l loc!< ~owe r (Group 1) o r ti;~ ri\3rg inal 

value product of bullock pml0 !" 0'; that !)'; ri od i s ve ry sma l l (0.0 (1 ) compar-
ed t o the o thers (Grou p 2) who h"l V3 a re la t ive ly sma l l ',nd ox j"w ti o. 
Thre sh Ing bullock power i s not requir",d by this crop . 

OPE RAT ING CAPITAL 

In a condition where farme rs a re exposed t o the util i sa ti on of 

biological inputs and farm machine ry in agricu ltural product ion , the demand 

for ope rating funds is a consid6rabl6 one. Thi s was refl ected in our 

optimal so lut ' on . Fo r a ll th e rep resenta tive farms, opera ting cap ital has 
been a I im i ting factor 11ith an oppo rtunity cost of 5 percent ~ the ba nk 

int6 rest ra t e paid by th e coo~e ra tive s . Had it not been for t he availabil ity 
of credit , tha t have fill ed the gap, ope ra tin9 ca pita l would have been the 
most impo rtant I imiting f actor wh ich woul d have de t e rmined t he pa tte rn of 
producti on of the optimal solution . 

MACH If~E POWER USE 

The five coope ratives constitut ing Group 6 own 6 trac tors and 2 

combines t oge ther . The representative farm was the ref ore ass umed to have 
6/5 tracto rs and 2/5 combine s . It was on the basis of this a ssumption 

that available ~1chine power hours we re de t~ rmin ed. Depreci a tion costs 

and machine ope ra ting costs (f ue l , l ubricant s and srare parts costs) reported 

by the coope ratives, ove r the yea rs of the ir owne rsh ip of tractors and 

combine s 11e re co ll ected and a ve raged. Th e costs wer" then reduced t o an 

hourl y ba sis and we l"e used in our mode l. 

I 

r 
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As In the case of t he b i ring coope rat ives ",e r2strict8d t he 

ana ly sis of util i satior. of fa rm fTklchine ry t o the whf,a t l ilr. ' . Uc' : !~e the 

coop" ra t i ve s whi ch empl ('y h :red machine ry, whea t in thi s c,~sc Via s foun d 

competitIve and it s hec t a rage Wfl g 11 "1't .,d hy th e ilva il abil ity of 

combine hours . Combine hours , i n t his case, was foun d to be 1 im i ting 

wi t h a margina l value product of 22 . 629 Birr . Because of t h i s trRctor 

hours we re in surplu s in the optimal so lu t ion. 

5.4 .2. 2. THE PATTERN OF I NCOI'1E OF THE COO PERAT I VES 

The ma in obj ective of our coope rati ves conta ined in our LP model 

was one of max imizing t ot a l net revenue, a ft e r providing the mini mum 

l evn~ of f ood requi rement s t o membe rs and t hei r f amil ies in accordance 

with t he exist ing pa tte rn of consumpt ion habits of the r8gion . The last 

parts of Tab le 5, presents the si tuation of optimum fa rm incol1l8 of th e 

rep resentati ve fa rms. 

Compa red with the ac tua l produc t ion pa tte rn , the opti ma l producti on 

pa tte rn ha s an eff ect of increa sing the gross income of the coope ra tive s . 

The pe rcentage increa ses in the 6 rep resentative farms, howe ve r , vary 

from a minImum of 2. 46, 3.34 and 5.32 pe .. cent in Group 1, 3 and 6 

re spective ly t o as high as 68.2 pe rcent in Group 2, the inc reases in Groups 

4 a nd 5 be ing 6; and 27 pe rcent re spec tive ly . Put di ffe rentl y , t he re sults 

ind icate tha t , mea sured in te rms of g ros s incol1l8, the six representa tive 

fa rms ope rated with vary ing degrees of ineffi c ienci e s . Def ining the leve l 
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of effici ency of produc t ion pattern a s the rat io of the actual f a rm 

lncorr~ t o the optima l f a rm income we see tha t whil e coop~ra t i ve s in 

Groups 1.3 a nd 6 , ope ra t ed at 9i, 96 and 95 pe rcen t of ope rat iona l 

effici en ci es respective ly , conpera tive s in Groups 2,4 and 5, on t he 

othe r hand, opernted at 59, 60 and 81 pe rcen t of the ir re spective e 

efficiency levels. In general, whi le the n;sults indicate sub optima l ity 

i n all cases, th e degree of eff ic iency seem to va ry di rec tly with the 

actua l yield and labor productivity l eve ls . 

Ta bl e 5. 15 Th e R~ l a t ion Between Yiel d, Output Pe r Han 

and Efficiency Leve ls of Represen tat ive Fa rms. 

R E P R E S E N T A T I V E FAR M S 

2 3 !, Ii 6 

1. AVl;rage Yi e ld (Quinta l s 
Hectare) 11 5. 21 16 8.90 111 18 

2. Labor Productiv i ty 
(Qu i nta Is/man) 38 16.40 33 .8 17.3 21 31 

3. Effici ency Le vel 
(Pe rcent age) 97 59 96 60 31 95 

When opera t ing costs, sub sistenc e consump t ion requi rements and 

ove r hea s costs a re subt racted f rom the gross ba lue of producti on we a r r i ve 

a t the ne t income of the coope ratives . If we a ll ow 15 pe rcent of this 

to be rese rved to cover cos t s in the next crop yea r , the re sult woul d be 

t he ne t la bor in come. The ne t l.~bo r income i s ;)n importa nt -Fi gure 

indi ca ting t he l eve l of re turns to t he coowne rs and suppl ie rs of labor . 
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As far as this figure is conc-'l rned, inte resting results eme rge which 

actually tally with the ex isting t echnol ogic",l situation, h the 

Cooperat ives. Results in this respect indicate that , given the exi sting 

t echnol ogical situation, in the optima l so luti on , whil e Group 2 farms 13 

cannot supply the ir members and famil ie s with a minimum food intake 

(1600 calories , on an average, per day) Group basically remains at a 

sub sis tence 1 eve 1, sub sis tence in th is ca se def i ned a s the p rov i s i on of 

food t o members. This impl ies that, even if th ese two groups of coopera­

tives ope rated with 100 percent of t he ir efficiencies the ir posit ion 

would rema in at bes t at the food self - seffici ency level . 

For Groups 4 and 5, hO\~eve r , results indicate thut opti mum 

allocati on of resource would bring a marked improvement in t he l evel of 

incomes of their members from th e existing 112 .95 and 108 .36 Birr to 

440 and 25i Birr respectively. 

Fo r Groups 3 and 6 , the op t imal producti on patte rn brings only a 

marginal increase in the leve l of the ir incomes . Hence one may conclude 

tha t , measu red in terms of farm returns, these two typica l f a rms have 

ope rated more effic iently 
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No t e s t o Chapt~ r 5 

1. Though it i s no t yet fi na l i zau, acco rdi ng to the div isi on of the 

Peop l e s Democratic Repub l i c r,f Ethi op ia, th e reg ion is said to 

ha ve been divided into 12 Awrajas . 

2 . fill In all, 17 l ocal iti e s , in the region , a r e acco r ded an urba n 

sta tus by the Ministry of Housi ng a nd Ur ban De ve l opment . 

3 . Ano ther authority , expe rts of t he Ministry of Ag r icu l t ure, 

re ported th e average f amily s i ze to be 6 . 23 (MOA , 1984) . 

4 . Accordi ng t o the Time Se ries Data Provided by the Central 

St at istics Autho rity , the a rea uncle r major crops in that year 

wa s 409 . 13 thousand hectares. In 1984/85 , thi s a rea increased to 

430 . 40 hecta res. 

5 . Goj jam and Shoa are also s ur plus producirg regi ons . 

6 . Varying pr~po rti ons of pulses and o il seeds we re a l so market ed. 

Deta i I s are given in MOe\ , 1934. 

7. Ba sing our classificatio n on in put f ac t o rs a l o ne sho ul d no t 

imply that it is the on l y facto r dete rmining p roduc t ion . It was 

the absence of adequate informa tion on th e ir factors a ff ecting 

producti on which has res trict ed us t o the use of tha t f actor 

alone. 

8 . Initi a lly two a lterna t ive methods of a na l ys i s, econome tri c and 

Linea r Prog ra mming we re p roposed for use in thi s pa rt . The 

application of econometric method require s more tha n 30 observa tion. 

It is this requirement t ha t influence d the data. 

I 
J 
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9 . LO~ler Abo ."1 i and Golo in our previous stra tificati on , come 

from two different strata. 8ecause: of this their inclusi on 

into our study was foun d unnecessa ry since a singl e coope ra-

tlve will not in any w'Jy l:>e compa tibl e with ne ither of our 

methods proposed for the study. 

10. In the absence of appropriate climatic, altitudinal and so il 

data it is assumed that the ac tual production pattern , their 

proximity to each other t ogethe r with yield will adequately 

t ake th e difference in physical conditions into account . 

11 . Of the samp led coope ra t i vcs, Au rk i tu 01 , Ke ren sa 01. Bosha 

Burki tu and Lod i& Sharb ie have shown a marked difference from 

others and among themselves in t e rms of the criteria we have 

emp loyed and hence were excl uded from the grouping. 

12. According to the March 19:;5 Land Reform Proclamation, n 

Peasant Association which is a basis for APe ought to he limited 

within 0 vicinity of 800 hectares. 

13. In actua l ity, in the 1987/88 crop year, the per capita labor 

income , in the three coopera tives constituting that group, Kawa 

01 , Kawa 02 and Wekite 01 was ze ro. 

1 

I 
j 



CHAPTER 6 

PROBLH1S OF COOP ERI\T I liES DEII~LO?MGJT 

In the p receedi n ~ two chapters , we have tr ied t o g ive an eva lua ti on 

of the coope ra tive sector bot h a t macro and micro l eve l s . In bo th chap t e rs , 

we have seen tha t their perfo rmance have been l ess t han sa tisfactory in 

re la tive t e rms and interms 0f a ll oca ti on of th e ir resources among vnri ous 

producti on act ivit ies . Pa rt of th e in effici enc ies can be at tributed t o 

the va r i ous prob I ems f acr,d by the coope ra t i ve s . Th i s chap t e r i s devoted 

to outl ining some of the probl ems of development of the coope ra tives 

observed in our fiei d surveys. The ex istence of the more qenc ra l prob l em, 

i.e . , the deve lopment of the non-fa rm sector of the economy as a besis 

fo r the deve lopment of Produce r s' Coopera tives is acknowledged. But since 

the issue is we ll treater. in a number of I itratures 1 both with res pect t o 

Ethi op ia and other countries we have ort~d to I imit ourselves to the specific 

issues. 

6. 1. THE I NcnlT I liE SYSTEM 

6 . 1. 1. THE INPUT - OUTPUT PR iCiN G SYSTE~ 

As in d icated in chapte r 3 , the Ethi op ian Gove rnment has provi ded 

vari ous incent ives to attract f a rme rs t o fo rm coope ratives. The input -

output pri c ing sys tem is one such means . On the in put side, while coop­

e ra tives enj oy a pr ice dif f e rential of 10 birr pe r quintal in t he purchase 

of f e rtil ize r s , on the output s ide they enj oy a price di fferenti a l of 4 

o r 5 birr
L 

in sell ing their out put t o t he AgriCUltura l Ma rke ting Co rpor-

a ti on re lative to t he indi vidua l peasant sector. 
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But our fie l d obse rva ti on a l so indicated t hat whi l e coope rati ves sell 

al l of their produce t o th e state purchasing ag ency in :!iv idua l farmers 

have a possibil ity of s e ll ing th e ir produce in open ma rkets (after they 

hand in thei r quot a t o t he purchas ing agency) at a pri ce ~lhich in gene ral 

is higher than the price pa id t o the cooperatives . Un de r thi s condition 

in which cooperatives are f avoured in one respect and a re penal ized in 

another, it would be d ifficu lt to judge whether the coope ratives are 

gaining or l osi ng . In att empt in g to de t e rmine the ne t ga in or loss by 

t he cooperatives t he f o ll ow ing simple mathematica l fo rmu l a was deve loped 

and apr l ied . 

Let : 

Gs = th e gain by the coope ratives from t he sa l e of their product s 

a t a f ixed price t o th e t,MC rel ati ve te th e individual peasant 

sec t .::)r 

L = the l ess incurred by the cooperat ives hecause they are un -

abl e t o sel l t he ir products in open market . 

NG = Ne t gains or net l oss 

Xj = the quantity of the jth nroduct de live red by th e coope r -

ative t o the purchasing agency 

Plj = AMC Quot a price of th e j th prorluct on the rna rket of th e 

ind iv i dua 1 peasant fa rms . 

P2j = tiMe !J r i C3 of th e j th product on the coope ra tive marke t. 

r , 



P 
3j 

= Open market producers' price of the J th product. 

VJ the per capita del ivery by members of the PA of 

the J th product . 

M = total number of members of the cooperative. 

The gain, the loss and the net gain of the cooperatives re lative to the 

individua l peasant sector can then be given by the following: 

G J (P2j PiJ ) .... . ...• . • .• • ••• . •... (6. 1) 5 .!£ X J 
j = 1 

L = S X. (P
3j 

- p" . ) •••••••• • •••••• . ••••.• •• (6. 2 ) 
'- J i J 

NG ~Vlm (P2j - P .. ) - ~( X. - Vi m) (P3j P 2j ) (6.3) I J J ~ eo •• 0 

While equation 6.1 measures the gains that cooperatives obtain 

from the favourable prices provided to them by the AMC on their sales, 

6.2 measures the losses that th ey incur because they are unable to sell 

their products in the open market . Equation 6 . 3, on the oth e r hand, 

measures the net ne t gain or loss depending on its sign. In effect, it 

measures the impl icit subsidy or tax that the cooperatives receive or pay 

on their output. 

But cooperatives, as we stated ea rl ier also enjoy favourabl e prices 

in the purchase of inputs (i . e ., ferti 1 i zer)3. If we denote the price 

differenti a l that they enjoy from the purchas e of a quintal of f e rtil izer 

by"'P and the total fertil izer thet the cooperatives purchased by Q then 

the gain, Gi' from the purchase of input is : 
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Gi = Q~,.. ........... ... .. ...... (6.4) 

Adding 6.4 on 6.3 we obtain: 

NG = ~Yim (P2j - PI·) - Z(X. 
J J 

- Y. m) (P
3

. -P
2

.) -> Q6p. •••• (6 .5) J J J 

Applyinn 6.5 on the data4 obtained from our study area provide the 

following result . 

- Fertil izer purchase by the sampled cooperatives = 7913 quintals 

- Price diffe renti a l in th e purchase of fertil izer ~ 10 birr/quintal. 

- Sale of output by the sampled cooperatives to AMC = 410 24 quintals 

- Number of members of the cooperatives = 440 2 

- Dal ivery to the AMC by PA membe rs = 598 459 quintals 

- Number of members of the PAs = 240 258 . 

- Average quota on PA members = 2.49 quintals 

Thus, the difference between the market and the AMC price paid to the 

cooperatives which breaks even is: 

2.49(4402) (P1j - Pij ) - [41 924 - 2. 49 (4402)) (P3 - P2) + (7923x l0)= 0 

10960 (P2j- Pij ) - (41024 - 10960) (P3 - P
2

) + 79230 birr = 0 

As stated earl ier howeve r P2 . - P .. = 4 or 5 depending on type of J I J 
the product . Working on the average we a rrive at the following : 

10960 (4.50) - 300064 (P
3 

- P2) + 79230 Bi rr = 0 

P3j - P2j = 49320 + 79230 

300064 

= 4.28 ==== 

I 
r 
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The resul t in rll ca tes tlVlt, if on th e a ve rag d the m.-; rke t prices ha ve 

di ffered from th" AMC coopera tive p ri ce s by ~'ts birr per quintal, our thirty 

coope r3 tives ha ve nei ther paid tuxes no r ha ve th" y ob tained subs idies fr c.lm 

the ir 1986/87 mark ,~ti ng activ it ies . Had the price diHo renti a l exceec' 

tho t l ev,,], wh i eh it di d , t he cOl'pe ra t i ve s h'lVe pa i d imp I i cit t axe s. 

Thus, t<)king the actua l situati on in the cr,un try , i t seems that the 

ccoperatives are no t favoured in t " rms of th e in rut-out ;;ut pricing system. 

Rather , the indicut icm Is that the c00reratives are >=,,, )d ng imp l icit taxes on 

the sale o f the ir products t o the th e AHC . 

6. 1. 2. DI STR IBUTION OF I ~ COM E 

6 . 1. 2. 1 THE SY ~;TF.f'i OF r?WMENTS 

The income which coq)e ra tiv2 memb" rs de r ive from th e ir labour activity 

influences the ir rrntivati on to work a nd hence de t e rmine S the eC'lnomic result 
, 

of the common ente rprise . Th is income of the cooperati ve f 'l rmers depend 

primarily upon the t o t a l 0ut put rroduced by the coope rati ve and the way in 

which it is divided be twE.en b rmers' income a nd o ther ,1cti viti es. The re -

lative position of each membe r of the coope rat ive in the income d istri buti on 

pattern, however, is a f unct ic,n of hi s l abour in put c"ntributeci to producti on-

la bour input measured by accumulated po ints . Thus, g ive n the total output, 

while accumulated points of each me mber of the c OGpe ra tive dete r mi ne his 

sha re of the b rea d , thil size of the output , on the o ther hanel, that is avail -

ab l e for distribution dete rm i nes the v3 lue of bach point . 
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Given the above, th etcforc , an impo rtant issue in the ope ra t i on o f 

the coopera tives i5 the '>Iay i n ... l1 ich work points arc uete rmined in the 

cooperati ve farms . From our fi e l d surveys \~e were' ",h i e t " d istinguish 

fo ur types of d istributi on systems derived from the W:JY i n which ''1o rk 

po ints are determined . These include: 

(1) D i st ri 'ju t ion Based on Working Hours 
, 
(2 ) Distributloil Based on \Jo rki ng Poi nts 

(3) Distr iljuti on [\s sed on Wo rki ng No rms 

(4 ) The Contract System. 

(1 ) D i str i but ion Based 010 ;;io rk in9 Hou rs 

Under t h is system cf d istr ibu ti on. the wbrkinf.] ho urs rendered by membe rs 

In their cooperative al"e recorded and provide the :)"5 i s co r c1istribution of 

f armers income. If in their statutes, the ~Iorking day is to be composed of 

8 hours, 8 points will be recorded f o r all membe r s who par ticipated in any 

agricultural operati on . The t i me so reco rded will ~e aggregated ove r the 

yea r . The total farme rs income will then be di v ideG t o th e aggregate points 

to determine the value of each po int. Once this i s ciet e rmi ne d, the income 

of each membe r of the coopc ro tive wi ll be arri ved at by ou ltiplyinQ the va lue 

of each point by the ir res pe-:: tive tota l po ints . /'Ibsenteei sm and lateness 

are the only facto rs tha t bri ng about a relative difference in the incomes 

of members ," Ne ithe r the quan tity no r th e qual ity , hO'l"" ver, coun t for the 

dif ference in the ir earn ings . 
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( ' \ L, Distribution Oased on Ho rking Poi nts . 

Un der this system of 81s tribution, workin~ po ints a re grantee and written 

down , which ref l ect mo re or l e ss also the working hours. Un rle r this system, 

however, d iffe rent points are granted "or different ty pe s of agricultural ope r -

a tions . In nea rly all the cooperatives , whil e 1. 2 po ints .3 re granted for an 

eight hour w:; rk in p l owing, weeding and threshing, 1 ,If ~,cin ts are granted f o r 

an appl icati on of herbicides and insecticides. Thus , if a ll membe rs of a 

coope rative a re engaged in weedi ng for eight hours , a ll of them will equa lly 

be granted 1. 2 po in ts each. Under this system , it is poss ib l e that the team 

I OCl de r grant addit iona l ','Jork ing po ints f o r busy wlrking membe rs a nd ma y sub -

tract working po ints from il l <lzy wo rking member . 

(j) J istri buti 'Jn Gased un .lu rking fb rr.,s . 

'larking no rm r"f lects ~ _I ua ntity anJ qua lity J f wo rk, which can be per-

f0rm" J in a ,.;efinite ,ler i.:; J -:of ti me by J ne (o r mo re) "",mber(s) ',h:> has (have) 

ave r<3ge sk ill s nnJ aD iii ti es a nJ ave r a0e jJhys i ca 1 strength 3nd who w0 rks 

(wJ rk) eff ici ently and re i ia b ly. 

UnJ"r this system of J i st ri buti 0 n, wo rking nunns a re est ~01 ish"j fur 

each a~ricul tura l ope rat io n anj th(J c00,Je ra t ive gr.Jnts a ce rta in ;'! uant ity 

of wurkin .J p01 nts fur the fulfiL1ent of e~ch '4,:>rking norm. If a .,!ember 

(team) \\lo rks Illo r e th3n ~u t is st<3tc -i by the no rnl , tde ""~: rk ing ;JJ ints rec:u r Je ...: 

for hi l:! (te3frl ") wv ul j i nCrGdS e acclrjiny1 l anJ vice vers a . 



1 J! 

By way -.,I f Gi ll G.xallli:.. 1e, 5UpP':>SC t h;-lt in ;;: r 2r(::.J ted eXjJc ri wcn t, it 

was ~s taJ lish e,J t hnt 2 I;c~t j l e whJ he 'J ~ on ;;'! ve r3yG skil l anJ wo rk I!.lith 

an average i ntclnsit y ca ll C<.Jw;Jle t e ·;Jee j i n.1 ..; f .J ne hecta r e Qf mai ze; in 

lL Jays. The c.)o;;e r il tivc J r iJn ts <i.j pJ i nt5 tJ;l8the r f or fu 1fi II ing th8 t 

operJtion . If t wo IH,Jltloe r s, in th e g iven pc ri ud of ti hle workeJ on 3/4 of 

the lan d the p~i nts [ha t ".IOU Id ~)e rec0 rdo J to the ·.:ember s w..)u 1.J ~Jc j et er ­

mineJ a cco r ~ in g to th e f o ll ow in g . 

"~ rk accomp l i shed x t ota l ~o i n ts g r anted for 
the fwl f il m1;r.t of the norm 

~;o rk ing norm 

r'PtJlyi ng t he f o rmula tJ our exC:, :lp l "" 

\4J rking ;)u ints" O .75~ 40 

= 36 po ints 
=:-; 

The p rob l ems of introducing su ch a sy stem a r e the cOlOpl ications involved 

in the r Eocu r .:!ing " nJ the ca lcul ati on of wo rkiny po int s an J the e l abJ r 2tion 

vi wo rking n"rIllS. 

(4) The Contract ~vs t em - .. 

In two o f thE: sanlplec! cOilflera t i ves , Limu Chemeri e and Huruta Hitossa , a 

contract system o f d istri ~uti on is ':>e ing j.l rac ticeJ. \lhl1e in liuruta Hitussa 

!j r ilu fl CJntrac t system hds a lre;Jdy been i n troJuceJ in Li lllU Cheilierie f am il y 

contract sys t e", i s in p r actice. These c0<':' iJerat ives are taken as ex perimenta l 

c"o iJe r a t i ves . Si nce the system .vas i nt r o:'uced SJrne two years ago i n Limu 

Cheilierie and i il the J:j·j i/8J c r op year in ~l urut.3 Hit:Js sa it wou !.; be t vo early 

r 
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to comment on it in this study . The contract sy st'3m h,'w'_ve r , has proved 

to be eff icient , in terms of prov iding incentive t'-, m("y,".z r s, in o the r 

social ist countri es (see, Cha pt"r ;~ ). 

So f a r we h~ve desc ri bed the var ious d istri buti on systems which are 

~ei ng app l ied In one or anothe r cooperative in our study area . And the 

dif f e rent d istribution syste ms a re appl ied at the dif f erent stages in the 

deve l opment of the coopernti ves . {l. t the ea rly stage of the i r de ve l opment 

all cooperat iv~s app ly a distr ibution system bused on work in" hours . (\ S 

they de ve l op , hOlV8 ve r , thOl t system i s changed in t o distribution based on 

work ing points which in turn is repl aced by the one \~hich is based on work­

i ng norms , and finally hy t he; contr;)ct system. 

But when one sees the 1 i ne of de ve lopment of the systems of d istri b-

ution, as g ive n above, it se" ms tha t it has been r~versed In the trans-

ition from a dwa r f pre-' capita l i st economy t o soci ., ] ism ~ nd t o communism we 

a re passing from a condition In which the re exists Ol wide gap in the quanti t y 

and qua l ity of labour t o ()Ile in ,.hich that gap successive ly na rrows down ; 

we are passing fr om a condi t ion in wh ich in d iv idua l s t ry to evade l abour and 

wo rk in expecta ti on of commen surab l e payments t o a society in which labou r 

becomes more and more n habit of ~Jork; we a re mov ing from a situati on in 

which ind ivi dual istic mental ity pe rdomina t es t o one in which co l lective ment ­

a l ity su rvi ves. f, soci ·'l l ist system (3 sys t em in which ,.>ayment is to be made 

a cco rding to ab il iti es ) must t ake into account the di ff e rence that exi st 

in between peop l e a nd "lr r ange distr i bu tion systems in 5\;ch a way that it 



135 

m:Aivatos peop l e to incr"as e the i r p roduction . But ·3 5 w., h;)ve a rgued 

\l-9 rl ier, th", payments b,15ed on \-Io r king hours und work [loi nts do not t ake 

the d iff e rence in th e quantity 0nd qua lity of l abour into account. Hence, 

they are payment systems which must be ~pp l ie d when the qual itative an d 

quan t i tat i ve di ff e rence betwE;en peop I e a re adequa te I y na r rmled dO\~n . Acco rd­

ing ly . the r efore, a t the present stag e it seems app ropr ia ta to beain with 

the househo l d (fe-mily ) ccntrilctua l system which givu; a conside rabl E; chanc" 

for the househo l d t o decide on their human and othe r resource s a nd to go 

dc~~ t o g r oup contractual system, to dis t ribution ~a s0d on working norms , 

wo rking points, and working hou r s . 

6 . 1 . 2.2. I NCOHE 0 I STR I BUT I O:,! 

The income that members of t he coop(; rat iv(; s de rive from their large 

organization i s not encour2gi ng. The result of c ur studies indicated that, 

on the ave ruge, a membe r of 0 coope rati ve in 19G6/8:' obtained 480.6'1 birr 

per a nnu m flnd supported 4 .9 peop l e , This then giv(! s a pClr capita income 

c f e1.4'/ birr which is 45. / pe rcent be l ow the 150 birr pe r cap ita given 

f o r the country as a who l e. In fac t our study t a ll illS wi th a much broader 

study5 made in chil a l o .!:'.wraj". in the 19115 / 86 cror yea r on 251 P.PCs . 

Acco rding t o tha t study , t he ~ verage income of a membe r of a coope rat ive 

in the Aw ra ja was found t o be 413. 35 bi rr . Tak ing 2n ~ ve rage family si ze 

of 11. 9, t hat study also n rri ved a t a per capita a nnua l income l eve l of 84 . 36 
bi rr . 
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No t on l y are the a ver1ge a nd per c ap ita inc ome 10YI, but most of 
th£ cc~perut ive farmers also e)(pe rienced a prog ressi ve dec li ne in thei r income . 
Thus, among 154 members of the I\PCs covered by our int8rv iew, 66 .9 pe rcent 
rero r ted n consistent decl ine in the ir income. On the other hond, whil e 
15. 5 pe rcent repo rt ed a cont inuous increase , the rest expe ri enc ed an inconsis ­
t ent trend in the ir income. Mo reove r , a 1 ittl e more tha ;1 Al percent of our 
f a rmers repo rted that the Income which they deri ve out of thei r l a rge enter­
pr i se is unable to cover the expend itures requi red to sa tisfy the ir basic 
needs. Among the peop l e who repor t ed a short f a ll of the ir income be low 
the ir expend iture s on basic neces siti es, about 70 pe rcent repo rted t o cove r 
their additiona l requirement s through the sa le of thei r assets (basica lly 
1 i vestock), 21 .2 pe.rcent reported to cove r it t hrough borrowing or by the 
suppor t of their non-member romi l ies and the rest, 8.8 percent rero rt to 
it C] s uncove red, i nd ic ,1 t ing a de t e ri orat ion in th e ir 1 i v ing cond iti ons . 

Mo re important than the abov<>, ind icating th e future trend of the cooper­
ative deve l opme nt in t he rer-ion , is the responses of our respondents on 
their Income vis -a-v is t.ha t of the individual producers . Out of the total, 
whi le 65. 5 pe rcent foun d t hei r income as membe rs be ing less than that of 
the indi vi dual farme rs, 31.: pe rcent indicated the oppos i te and the rest 
observed equal ity between their income and that of indivi dua l fa rme rs . 

Given the above responses of rr,em be rs of the cooperatives, it wi II not 
be difficult t o obse rve that f a rmers do not stil l have adequ~te incentive 
~;'ich can motivate them t c »rovide the labour neces sa ry h r h igh product­
ivity . It is also simpl e to c)bsc rve that most o:: f them are at any time ready 
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t v 00 J aCK t-l i nd i v i ci uo l fd ri ll i ng if tney oi..t~ in th e chil l1ca tv Jo 50 . In 

c00rJ.,; ra ti v~ r.::lrtuS lj iVBS th i; 1llt,,;lo)er s Cv-uwne r s l sttJn J i i l ~ vf the l a r J\::;'" 

s Ocl 10 cint ~ r~,rj s d wi t h t ;l€ ri ~h t t J ' d ~ci Je cC0 1ac t ive ly 0 n a ll t he princ i ~a l 

,U .. ,., ""'5 0f c uupE. r d ti vc ac t i v it i"s (Fdke t , F. a t <, 1,13/6) . Tha t i s, it 

~ rv vi J"s t n,. ri~ht t .. oacfI c 'J UfJe r o t ive me r,l ~J e r t o ~3 rti c i ;Jat" e~ua ll y in 

i nlt)V r t unt r i ~it i: S iJr(;: 

i) t .) t Jk.;.. ,.-'a r t io the gencr:d essefT;,) l y; 

i i } t .) c l .;;c t .... nJ to ue c l \:;: ct0J tJ .:my o f fi cI.:! i n t hw f a rl!l..; rs ' 

Th~ i1 i ~ ne st i h.JtHJ ri ty in L l a f u rmar~' cu0 r''-.! r J tive is tfl.! g2 11~ ru l 
Mss o;; jou ly . ' ( ;1~ rnaj vr r l.!slJ0ns i;J il iti e s (oJ!"!.j f unc ti ,:m 5 vi thi s Gen.Jr21 ~1 sserll~ l y 

i) e l clc ti o~ vi t h~ l ~aJ in J ~0 ~ i cs; 

i i ) ;:3i.lIJ r UI(6 1 u f tne l Ull j tenfl" .:md '~li l fl ua l F~l r n l ,::.l...ms ;J r~IJa r~ ;j ,:m th ~ 

fa r m l~ve l .J..;: t~ rHlill i ll'; t n.-: .:! l l vc.J t i...m Jf c.j l l ~ cti vc r .cs.Jurce s; dnJ 

iii) J~t~ r ' ilinu ti on oJf t .10 ;m t t c rn Jf inCi.)['lC: J i s tr i~ut j vn ..... f t he 

C.Jlirl C:.: r& t i V2 s . 
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I n ;..; ~r s urv~y tJU, evury mc;.iCl\;. r ;.;nj -')Ys b l s ri Jht t o yd rt ici ::..:) t..:: In th.;; ul;:!nBr....:J Kssei.IJl y J f the c..:;.))~ r ... ") t iV0 . <I.,.; has d I s") .1 nom i n·l1 rj 'dht 

..lr-'t, l ica ti J il u f the pr i llci l) 13 of "~3 rtisansh i/1 in tilt:. e l e cti on p ruces s 

In this res ;_:ect, it is tile r/il rt y whu 
: "')1I1indt~s .;a rty IIl~mU02rs fur c l ect i.:>iI ~ n J wh.." ult i mutt.! l y n.Ji ..i Jffici~s. 

deith~ r (j,)ld S ti12 Li ~ n'.;!r d l J-\s.:iemD ly nave the rijht to "Jt!ciJe.)n the a ll vcuti...':.111 vf f-8Svurc.Js t o v.JriJus cr.)~s cnJ t,le ...i istriLiuti vn,J:f inc.)irIC . 

Jr;::sn i L.C!rs • . -,S fi-~ r u S the .J llucu tl')l1 ~ ;',.; r2 SuLlrc~ s i s c.Jnc~rnt;!J, it is 

u. J. I • 

Of til e. t n r t:c ,I ID .;i t i nl,J0rt ... l nt .-Jric i~· l e s tnat Iilust be <Jt-'i) li ld""; i n t:,e t;.>nn.Jti.Jn ·.) f til e C00rlcr.Jtlves , the \J ri Tlc i ~ le of ~01untd ri s:1I fJr :i1s the core. 

tnr ... JI.J ;;, ti1~ in i ti,Jtiv ~ Jf tne L., n ~L! r s the idsclves. L.iut.jS it i s Lh..: ill0 p r 6ct is-
~J l)vW, thl~ ~, , :\;-' r j~n c ..; Jf ("JJjo1erutives is far f rol,j lJ2 ing ini tiareJ Jy farL,..;:, rs. 
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Vc.duntLJrisln~ [I S it i.6 nJW l.J( .:Jcti st.:J i n t n2 c uuntry S:":clllS t..J ')0 conC0tnit 3nt 

tv " r\;rs:J ati .Jn ll ~ c unvincin J i.JI;! .... lp l.: t lJwar-.is the fJnnd t ion of til ..:! CCj ,) pwra tivl..!s . 

1:1 our stuCiY r 0] iun, how..::v,Jr~ t ~I("! C :JSc ItE\S Jeen u i ffl.:! r~nt e nJ C,JJ ut 

5 ~ iJc: r cznt ...:f t:lc r~ s~,.mJents re l-l.:>rte J a C~St.: of f.)rceu memiJcrsh,i r' c it!1E! r 

uy tne state 0 r ':.Jy t he neighu0urinJ W8ld .. k rs uf the covp..:! r f..) tiv~s. Ti-Icse 

re Spon u~nts a r e l!ta inJy, ( !Ju t n,jt exc lu sive l y ) frvhl ,..;,ssas.) a nd AminJna 

..... ~rc:(jas . 116re is t h e stury of cO J~le r i~ tlv<;; f ·) rrll tJ ti u n in tee t wv Wlir c ".J os. 

1n M5sa s8$ ('':HJ
1
,I t:!r u tiv0S wl.!r ..;:! ..!5t l~) 1 isn\:!d as the r asult 0f th(.. 

ir'l .. ;\~Hl"'::llt,Jti jn of Wt1(1t in the n.:giJ!"! is !10W kn.:>wn (l!) ell:! ' ·,'JZlL;i.;'!1 Pr".:;jdct. 

t::st3J I iSIl \:: 'J .J'{ t n,; sta te in tTl~ .: je ri:.: rJ ,~.~. T..; tdci I it,)tc; tller r esta~)l ishn~nts 

fun.lc r s t.J...:r,;.~ :;, r 0'J:., I1( tuv~ ttler intu ',: j ll rJ jcS cl.)nst r uc t B,j iJy the i)rojt~ct. 

n..iw ' (.V .. "'i~S first in tnc 1 ist Jf r\ ;' 1.:5 iii t~a c ,Juntr y ~ .. k: C:.:i. USI2. CO,) ,J .;;. r a t ivc s haVe 

tna~ Oy t he sta t " , t " ,lull in ,.iviJuul fu rro,e r s intJ the 3 1 r""dy h ril''' ,' 

CVU~i,;r ;:; t i vcs. 
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..J r ..li3 rs Dy ti': e. st .:;) t t.! an J t ile tJ t1r8 "HJCf':JI: Y ft,;. ",l fu r f ul f il m81lt . T:; .:.v .. i .... ! 

O • .J. ~. 

C'JJ~Jera tiv(; s, ill our stuJy re ·;don, ~vi 11 oe r~-;:Ii s te r~J .Jnd \"Ji J 1 ~ ...;: 

..; r Jv i uel..i ,~ 'ie,:;a 1 ~e r s;)na l it y, it tho y sst i s f y a numbe r of c rite ri a , inc luJi n;J : 

i) :In ;J C,Jieveill8nt of a continl10iJ S increa se in p r od uc t iJn in the 

tn r .:.!8 y.cu r s p r LJ r;,<t h0 ir c;;,~~. l icati;:.Hl fo r r eg i s tration ; 

i i i) til.;: ~x i 5 tei1C~ of ~ ~"c I I _i f j21il i O::: E:~ and a we 1 1 cJeve l .)~c J 

, .. h,Jcu r--:un t.:il t i0n sys t em; )nd 

i v) dbsence J f i njb te~na ss 

wi l l nJt _h' t ain til" l d;)il l f' <l r sona l ity .1. ;ich they a ;> ... l y f" r . ,\n J this ha s a 

e 
nU"IJc r .Jf cf f .... cts..)n the ir Jev e l J L),llunt . ;\ 11 t h":: I/ ri v il ~es ;..> rovide..:i f ) r 

i llJ iv l-:.lua l fc.: rrde rs t o riurcndse t ~ rt i 1 izer; they v-Ji 11 no t ha ve th~ ri Ji'lt 

u f uv r r .J W in J f i narl (; i..:.l1 r e SQU r ce s f n,11il 03nk s ; Il h~.m0c r 5 wi ll pay t axes t hDt 

arc ;- :! i ;-:~ by inci vi dua l f a r me rs. Th~ ... ~ n: y r rivil aC!f: t ha t they Nil l !- t ::Jin 

is tnEi';5 o r Ii ::> irr pe r quintal diffe re ntia l in t he sa l e o f their prc uucts 

to the AMC . 
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CON CL US I ONS I\ND POll CY RECOM~iENDf\T I ONS 

. 1. CONCLUS IONS 

/. 1. 1. Our inves ti ga ti on of pub1 i shed and un publ ished d0cument s 

showed tha t a lthough va ri ous po l i cy grounds we re provi ded for t he i r 

emergence and deve lopment, no produce rs' coope rative s seem t o ha ve 

devel oped in pre - revoluti ona ry Eth iop ia . APCs a re the refore a 

phenomenon spec ifi c t o the post - 197'11 pe riod . 

7. 1.2 . A numbe r of import a nt conc lusions came out of our IlBC ro­

l eve l e valua t ion : 

7. 1.2 . 1. In t he ir pos t - 1974 deve l opmen t, APCs have shown a s t ea dy 

growth in 311 impor ta nt respects inc l ud in g membe rshi p, l and si ze, 

numbe r of oxen and agricul t ura l ilBc h ine ry . 

It was found thut the growt h ra t es in membership un d numbe r of 

draft animals be tween 1980/81 and 1985 / 86 exceeded thut of the ra t e of 

growt h of hecta rage indica ting t he consist ent increase in t he int ensity 

of human and animal powe r in the collective farms . The trend in recent 

years , howeve r , i s one of increasing the int ensi ty of mach ine powe r . 
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Resul ts ~ l so indicate ti1<lt the growth in inputs has not " "suited 

in a c J rrespondi ng increa se in out put as a resu lt of wh ich b'Jth yie l d and 

labor productivity in these farms dec l ined . 

7. 1. 2.2. The comparative ana lysis shoul that , eva lunt ed in terms 

of yi e l d, the per fo rmance of the coope rati ve secto r has proved t o be 

unsatisfac t ory relative to both t he state fa rms and the indiv idua l peasant 

sector . 

7. 1. 2. 3. As f a r as the inte r - country comparison is cance rned, 

measured In te rms of the growth of numbers of t he coopera tives establ ished, 

the deve lopment of APCs in Eth iop ia in tts fi rst stage has been f oun d to 

ee faster t h'ln past growth in any other socia l ist coun t ry , axcept Po land 

who had reve rsed into Privat hrms ;n the mi dd l e of 1950s . The growth of 

membe rship has however been sl cwer tha n any other country involved in the 

compar ison except that of Hongary . 

Mo reove r , results a l so sho\~e.j tha t the growth of coope rat ive s in 

Ethiopia is moving at a slow pace in time compared t o the s ituat: ions of 

the other soc ial is countri es . 

7. 1.3 . LP mode ls were built t o dete rmine whethe r o r not cooperatives 

operati ng within the t echni ca l , economi c " nd social constrain ts imposed on 

them have a ll oca t ed t heir resources among the vari ous crops eff iciently . 

The study was carried in 26 APCs c l assified into 6 groups in t e rms 0f 

I 
) 
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diffe re nces in t echno l og ical fileto r s , inclu d ing l and - man rat io , ox-ma n 

rati o, l e cal con d iti ons , yi e l d and p roduct ivity of l abo r . Thi s micro .­

l evel i nve stigation in to the a l1 cca ti~e effici ency of t he AFes using t he 

LP method ha s provided a number of in teres ting results . 

7. 1 .3. 1. The appl icat Ion Df the method showed that, the cro[lpi ng 

patte rn of th e cooperatives has , i n al l cases, been sub - op timal . In 

a ll cases, the optima l so luti o r. sugge sted a shift away from the t wo 

basic products of the reg ion, wh e"lt a nd barley , t o other c n)ps, i .e ., oi l 

crops (fenugrcek) and o ther c8r"a ls c!epending on th e costs of production 

and ( )n the 1 oca 1 cond i t io n s . I t " 1 so sho\ojed tha t unde r th e '"x i 5 t i ng 

situa ti on Ir ",!'ich the cooperatives "pe rate, the use of h i red rrBchi nery 

renders t he crop f or which It Is hlrec to work upon (in ou r c.'lSe, \\<heat) 

uncompe t i t ive and favours t he p rod uct ion of o th e r crops. 

7.1.3.2. In a ll cases , the op timal so luti on has impro ve d the t o t a l 

value of products of the different group s of the cooperatives in va rying 

amoun ts - amounts which we re l ost to the cooperatives becau se of t he 

ineffic iencies involved in a ll oca t ing l and t o various crops. De fining 

the l e ve l of ope rati ona l e ffic iency of th e re pre sentative fa rms by th e 

ra ti o of the actual t o th e optimal f arm income, our results a lso showed 

that the ope rat i ana 1 e ff i c i ency of the coope ra t i ve s improves f rom those 

cooperative s whe re a ve rage yield and a ve rage ou tput per member a r e sma ll 

to thosa wh e re these two indi ci e s a re high . 

J 
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7. 1.3. 3. As far as re sour~e us e i s concerned, in the op tim"l 

so l ution , cult iva t ed l and in a ll cases, has proved t o be '" 1 imitlng 

resource wh0 se marginal va lue produc t increa ses with a dec rea se in l a nd-

man rilti o. Under the condition in which machine pOvler is used t Q 

cultiva t e l il nd toge the r I-lith ani ma l and manpOl-ler, this ought not to be 

surpr is ing f or lane .,ould be sca rce re lative to ot he r resources. Still, 

howEJver , t he decl ine in its scarcity va lue wi .th the increa se in l a l1d -

man ra ti o is an impo rta nt fin di ng '"hich a t l ea st d irects one in deve lop-

ing a correc t land pol icy s U9~ested be low . 

I n a il t he coope ra t i ves t he op t imum cropp i ng piltte rn , max im i z ing 

total ne t r", venue was arr ived 3t Ivn e re p l ow ing l abo r a nd Qx-power hours a re 

in excess supply . The pe rcentage of this excess labor and ox pawer supply 

increaseli from those typical (re~ re5"ntat ive) farms .,here the land - labor 

a nd l a nd-ox ratios are large t o those where the two ra tios ara sma l l. This, 

hOl-lever WilS qua l ifi ed by the c.-opping pattern. 

In the o ptimll l so lu tion, I-Jeedi ng labor \-la s f ound t o be a 1 imiting 

f ilc t o r in two of the coop,,;- ,,~:V;:: s and is neilr l y fu ll y util isec! i n the 

others . Still, however , re sult s ind ica t e tha t, for coope ra tives .,hich 

ha ve simila r cropping pa tte rn , the pe rcentage unutil i sed i ncreases with 

the dec l i ne in l and /l abor ra t io. 

~. - \. LJ. -P:B~1? 

. ~p'- ~ 
> .' , .•• c,) 
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Harves ting I~bor is I imit i ng in Group i. wh ich did not usc .~ny 

hired mcch ine ry ~nd in G()OUP 3 "/hich used machinery on a I imitcd la nd . 

otherwise this l abo r i s a lso und0 r uti l is ()d in the optimal so lut ion . 

The pa tt ern of the util is~ti on Gf threshi ng labo r folh,ed the bbove 

pattern . 

Because the Arsi peasant int(ensively util ises his bul lock l abo r 

in the thre shing of many of hi s products , bull ock labo r has been foun d 

to be I imiting in two ca s e s an cl W·35 nea rly fu lly ut i l ized in othe rs . 

The op timal so lu tion ha s also shown the dec isive ro l e of workigg 

capital in the operation of the cGoperatives. 

7 . 1.3 . 4 . Fin~lly, our ::mal Y5is ,,)f the revenue ~nd expenditure ~ttern 

of the coope ra t i ves i nd i ca t ed that , coope r nt i ves in G coups 1 a nd :" . whose 

physical conditions is re l ativGly u nfCl vour~bl e and where y ie ld per hectare 

for var ious crops is 10\" the income gene rated by the op tima l so lution was 

insuffici ent to meet the minimum food self - sufficiency req uirement or 

just b2rely covered it. The revenue situ~tion improved in those cooper~tives 

locCl ted in favourable physicnl cond itions . 

1. 1.4. Our study also ind i ca ted a numbe r of problems face d by the 

cooperatives which hamper their de ve l opment including: 

I , 
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/ . 1.11.1. The unfavouri'bL input .. 'JutPlIt pr icing un d(:r \,1,1ich th e 

cooperat ives ope rat e and th E.: unfa volJr~b l e di stributi on systcr:15 t.) \",hich 

membe rs a r e subj ect ed, to unde r t?1ke product ion both of whi ch crei~t€ a 

strong disincent ive effect; 

7. 1. 4.2. Low l eve l of the income of members of the cGoper~ ti ves 

w~i ch accord ing to most of them is decl ining and is l ess than the income 

of the i ndi vi dua l f armers . 

7. 1.4 . 3. The prob l em of f o rced membershi p, which v iolates the 

princi pl e of voluntar i sm and the absence of democra tic pa r ticipa ti on in 

th e e l ecti un and decision ma king process. 

j.2. POLICY RECOMMENDATIONS 

7.2. 1.1. Our macro - l evel i nvestigation showed tha t whil e APes 

a re becoming mo re and more re sou rce int ens ive, th e productiv ities of 

these fac t o r inputs on tha o the r hand is decl ing. Obviously and important 
facto r contribut ing to this s itua ti on was the drought . An approp riate 

policy mu st look into ways of introducing irrigated agricul ture. The 

relative l a rge size and the surplus labor of the coopera tives indicate a 

possib i l ity of l abor investment in the development of irrigation systems . 

J 
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7.2. 1.2. Our compa rative inve s t iga ti on a l so shol'ed th ~ t, land , 

the rrBin .cg ricultura l resource, pu t under the coopera tives is l e ss 

producti ve than l and placed under the s ta t e farms or ind ividua l prod uce rs . 

Even thoug h it i s too d iffi cult to sugges t conc lu s ive recommendation 

involv ing 211 the three sectors without look ing into a ll other fac tors 

af fecting yi eld, our fin d ings tend t o suppo rt the vi ew, unde r pre sent 

cond itions, of re taining lan d under private ho l d ing than placing it 

un de r the coope ra tives s ince the pri va t e holde rs seem to achi eve a highe r 

y '~ l d un de r th~ conditi on of the scarcity of yi e ld - increa sing Inpu ts 

compared t e· the coopera tives. This suggest s the s low development of 

the cooperati ve sub-sector under more app rop ri~te conditions . 

7.2.1.3. However, a s l O\'1 rate of deve lopment of th at sub- sec t o r 

may not be po l iti ca ll y accep t able since it may in ply a de lay in th e 

progress of social i sm in Ethiopia. This fundamental issue must howeve r 

be \'ieighed aga in s t th e economic costs which rapi d expansi on mig ht enta il, 

cost which Ethiopia can ill - afford to incur a t present. 

7.2.2. 1. in gene ra l , 3 l ook into the a ll oca ti ve effic iency of th e 

cooperatives ind icated the exi stence of sub-optimal i ty in thlo product ion 

pattern of the cooperatives. The optima l pattern of producti on suggested 

by our LP model va r ied from one group of cooperative to another. This impl ies 

t he fact tha t given th e ex isting techn olog ica l . phy sica l and economic 

situa ti ons in whi ch the coope ratives ope rat e any planning which is d irected 
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at ma xim iz ing the benef i t of t he cooj)2 ratlve member s shoul d take t he 

spec i f i c pos i t ion of the coope ra tive Ifor which t he r l an i s drawn ) i nto 

a cc" unt t o decide on the a ll ocat ion of l and to var ious crop s . Th is in ­

d ica t es a need f o r Dpp rop ri at~ and d ifferenti a t ed l and util isat ion po l i cy. 

7.2. 2.2. The var ia ti on in t he marg ina l va lue product of land 

frC'm one group of coope ratives t e another and its inve rse re l a ti on with 

l and - l abo r ratio impl ies a neeQ t o es t ab l ish 3n app ropriate land 

he l ding anG land a ll ocation f o r each coopera t ive which take into account 

the resource ava il ab il ity of t ho coope ratives. Such a po l icy shou l d aim 

a t es t ab l i shing the optimum l ~ nd- l abo r ra tio th~t max imizes the re turns 

of land t o t he socie t y . Such a po l icy , by prohi biting the coopera t ives 

from appropriati ng l and he l d by ind ividua l produce rs wi ll not only reduce 

the probl em of l and in secu ri ty but wil l make the more ef ficiant ut il isa­

ti on of t ha t resource poss i bl e . 

The ex i s t ence of a d isproport ionate ly h rge amount of 

labo r and ox powe r during t he plowi ng season on the one hac, and t he 

util isa ti on of hi red tractors which involve a s ignificant cost on t he othe r 

for the same season i s something Paradox ica l . Indeed, since our fin d ings 

indi cate the exis t ence of surplus l abo r even in tho se coope ra tives wh ich 

d id not use hired trac t o rs, the use of machinery dur ing th is sea son shoul d 

be questioned. The Gove rnment woul d need t o eva luat e t he advantages and 

d isadvantagos of the ma chine ry hir ing stat ions now , before it is too la t e . 
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1.i.. 2 .4 . On the contrary , th~ ex i stence of shortage of weeding , 

harvesting , and/or thre shing labor on the one hand, and the existence 

of la rge unemployed fa mily labol" which i s untappod because of the creation 

of coope rat ives produces ye t anothe r para dox- shortage under a condition of 

abundance . This s ituat ion ~ l so impl ies ~ meed to draw policy which 

encourages the util isation of f amily labo r in production . Labor can 

easily be drawn into product ion by app lying the correct system of distribu-

tion of income within the coope rative s . In many countri e s this probl em 

was reso lved by introducing th e fami ly contract system • . If such system, 

which a ll ows the flow of fam ily labor is not going to be introduced, our 

soluti on suggestes the utilisation of combine ha rveste rs in the ha rvesting 

and threshing seasons. However , gi ven the fact of re lative ly bountiful 

f amily labo r, the a lte rnative is hard ly justifi ed. 

7. 2.3 . 1. An investigation into the input - output pricing 

and market ' ng pol icy of the gover nment had shown tha t thi s po l icy 

contai ns a contradicti on which on the one hand favours th e coope ratives 

and on the other penal izes them. If the objective of the gove rnment is 

to encourage their deve lopment, a po l icy must be designed such that 

cooperatives in the final analysis receive a net flow of resources . Under 

the existing system, this impl ies an improvement by reducing the pe r capita 

quota pl aced on the coope ra tives below that of the individual peasant farmer f, 

a llowing the cooperati ve s to sell the produce above tha t amount on the free marke 

I 
J 
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In th i s r e spect , howe ver , the mos t rad ica l so l u: ion i s t o ')~on cJon quo t ~ 

purchases and allow free comre d t ie' '' i n the purchase and sal e of bo th 

inputs a nd outputs. 

].1 . 3.2. As far as ,m income PJ I icy ; s conce rnec, given t he 

present low level of income tha t is dz rived from the l arge co ll ective 

f a rms, one should think of a pel icy which max imi zes not only the agg regate 

incomc ~of the farms bu t a l so one which prevents wastage of labo r ti ed in 

!Jnnecessary ope rati ons of the cooperat ives in pursuit of inc reasi ng 

,,,eir tota l work points - thus unty ing l abor so th at it may fin d il n 

a lte rnative of creating add iti ona l revenue . Thi s impl ie s aga in setting a 

correct di stribution system ,"hi eh ",lIO\'Is a free flow of labo r . The 

appropr iate distributional system in this case \'/ould be the family contract 

system. 

/ .2.3 , 3. FiniJlly we rec.Jmmend tha t cooperative s de vel op vo luntarily 

by themse lve s , by means of edu.:c) ti on and by exampl e . This ~·/e recommended 

because t he consequences of the appl ication of force have a lready been 

made c l ear by the experience of the cooperatives estab l ished in Gedeb 

/lssaSiJ. We a l so recommend that coopera tives permit democratic pa rticipa ­

ti o n in decis ions and indeed se rve as examp l es for exce llence of 

"social ist democ r acy" in acti on . 
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