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THE DEVELOPMEMT OF NAGRICULTURAL PRODUCERS'
COOPERATIVES IN ETHIOP!IA: CASES FROM ARSI REZIOH

ABSTRACT

This thesis is deirected at the performance evaluaticn of the
cooperatives sub sector - both at the macro and micro levels-as well as
the study of the problems of development of the cooperatives with a
view of making recommendations which may enhance the development of the

agricultural sector in general and the cooperative sector in particular.

Results indicate that the performance of the cooperative sub
sector at the macro level have been less than satisfactory. While the
cooperative farms are becoming more and more resource intensive, producti-
vities of the main factors of production, land and labor arc declining.
This imply a need to counteract against factors which cause the decline.
The climatic condition is one abwious cause. The need to comnteract
the drought condition on the one hand, and the availavility of huge,

e-utilis~d labor on the other then suggests labor investment towards the
developﬁent of irrigated agriculture. Macro level studies also indicated
poor performance of the cooperative sector compared with the individual
and state farms in terms of yield. From the view point of maximizing
returns from land to the socicty, this suggests retaining land uncer
private holdings than placing them under cooperatives, which in turn may

imply a slow rate of growth of that sub sector.



The performancc evaluaticon of the cooperatives at the micro level
was specifically directed at looking into their allocative efficiency.
Towards that end this study was conducted on 26 Aaricul tural producers’
cooperatives in Arsi Region. These cooperatives were classified into
groups on the basis of technological factors. Representative farms

were derived from each group and Linear Proaramming models were develop-

ed for each of the representative farms. Lomparison of the actual

with the optimal pattern indicated sub-outimality in their cropping
pattern. In all cases results $uggested a reallocation of land away from
the two vasic products of the region. ‘eat and Larley - to other crops.
The optimal pattern wnich was ootaired frou tne computer analysis
uiffered from one typical farm to another - a situation which suggest

a differentiated land use policy.

as far as resource use is concerned, land, in the optimal solution ,
was found to be a limiting factor, in all the cooperatives, whose

marginal value product increases with a decrease in land - labor ratio
suggesting a need for an appropriate land holding and land allocation
policy for each ©f the covperatives which takes resource availability of
the coogératives into account. Our study also showed underutilization of
plowing labor and ox power. Still, however, during this operational
period, cooperatives utilize ﬁired tractors. Underutilizatio;?]abor and

Ox power, on the one hand, and the use of hired tractors on the other

tien implies a need to avoid hired tractors, which, in turn suggest a

- xii -



neey to look inty the wovernaents' policy f hiring stations. The
optimal sulution also showed that weeding, harvesting and/or threshing
lapor are limiting for some cooperatives. In these cooperatives,
nowever, there exists abundant unutilised family labor. This then
suggest a npeed to draw policy which will ensure the flow of family
labor into the operations of the éooperatives. in most of the
sccialist countries this problem was resolved by introducting family

contract systeiu,

Tne study also indicated a number of problems wiich hamper the

developiment of cooperatives. One important problem is the input = out-
put pricing system which creates disincentive on the covneratives to
increase the!r products. This problem is mainly the result of the
marketin, po.icy of the dovernuent which restricts the cooperativaes sale
of their produce to the AWl - a problem whose solution call for the
introductic of cowmpetition in the surchase of inputs and the saie of
output. Other problems include the problem of declining income of

menbers wnich cannot cover their expenditure, problems of furced member=~
ship and absence of democracy in the decision making process the solutions
of which respectively require untying labor from unnecessary operations
of the cooperatives) so that it may create additional income, by introduc-
ing the famil; contract system, estabtishiny the cooperatives in accordance
with the pgrinciogle of voluntarism and enhancing members' participation in

the cecirijon making process.

= Xiil =



CHAPTER 1

| 4 TRODUCT I UN

.1, BACKGRUUID AND STATEAENT uF THE PROBLEMS

Agriculture has been and still is the mainstay of the Ethiopian

sonomy in terms of its contribution to the gross domestic product,
employment and foraign exchange. And much of the development policies
of Ethiopia have been agricultural led ones. This has been well arti-
culated in policies drawn after the Third Five Year Plan. Since then, all
policies which have been drawn and applied both by the imperial Government
and by the Revolutionary Government after 1974 aimed at developing that

sector.

irrespective of the various policies drawn to develop the sector,
nowever, the performance of this scctur, has beee less than satisTactory.
between 1363/69 and 1982/383 agricultural jross domestic production grew by
about 13.8 percent in real terms while the agricultural population grew by
about 31 percent. The result is o decline in the per capita income of the

agrarian population by 11.2 percent.

The sluggish growth of the agricultural sector has resulted in a
low rate of growth of agricultural surplus and has caused an increase in
imports of food into the country. Further, the lag in agricultural
development has made it impossible to stock any reserve thereby making it
iupossible to control the drought problem that the country has been facing

repeatedly, What really are thc causes for such unsatisfactory performance

of that scctor? what are its problems of development? what are the solutions

to the problens’



For long, whiic the structure of the agricultural sector, that is,

its dependence on individual farms has been given as one explanation

for its bad performance, changing that structure on the basis of modern
and large scale farins has been suggested as the solution for the problems.
In view of this, the task of organizing the scattered peasant farms into

producers’ Cocperatives] has becen the concern of the Ethiopian Govern-

ments both ir. the past and the present.

Cooperatives as instruments for develceopment of the agricultural sector
were first proposed for use in the pre revolutionary pericd with the
promulgation of Decrece 44/136CG. Their iaportance was furtier caphasized

in subseguent years of the grevious Eovernment, i.e., during the periods
of the Second and Third Five Year Flans.. According to the document of the
vecond rive Year plan, in an economy planned with the objective of in-
creasing production, raising saving potential, improving living conditions,
providing social services and oficring zil the citizens an equal ouportunity
of contriouting to the economic and social urogress of the country, the
cooperative fori of orgysnization can play a very important role. Hance,
tne docuient argues for a comprehensive use of aifferent forms of coopera=
tives to enlarge the scope of cconomic and social proygress of the people
in the empire (Second Five Year Blan, 136Z). Subsequently, during the
second plan period a cooperative society legisiative law was enacted. in
the Third Five Ycar plan document ar increasing use of the cooperatives in
a wider range of productive activities was emphasized. However, in vie# of
the overwhelmingly agricultural character of the economy, its greatest

use was to be in the rural gectar.



After the 1373/74 revolution, Ethiopia opted for the socialist

way of development which gave a wider scope for the use of the coopera-
tives. The scope of their utilisation has increased because socialism

is based on socizl ownership of the means of production in two forms -
state and cooperatives. Given this requirment, the development of producers’
cooperatives in post revolutionary Ethio;ia has become a necessity. The
fact that they are the rejuirenents of the secio economic system is
indicated by the various policies of the Government which provide various
incentives to enhance their development The state has given a legal ground
which encourages their establisheint in the directive of June 1979. They
receive preferantial treatment in supply of agriculturalinputs including
agricultural credits. They also enjoy lower land tax and disproportionate

support from vinistry of sgriculture extension and cooperative staff,

Irrespective of the various incentives that are provided to them,
however, tne development of pruducers cooperatives has not been an impressive

one as the following table indicates.

Table 1.1, Develiopment of Producers' Cooperatives

Area under cultivation by Output produced by
producers's cooperatives as cooperativas as
percent of total! cultivated percent of total

Y ¢ a r land Agricultural production

1973/807 0.1 0.3

; . %

1380761 1.5 1.1

1981/817 2.2 1.3

1986/67 2,29 2.24

%
Source: Calculated From NBE, Annual Report, Various issucs

ol

F8AC, Three Year flan P, 41,




Further, various macro level studice show that the producers!
cooperatives have not yet achieved average viclds for the main cereals
which are comparable with those obtained an average by individual farmers
(world Bank, 1367). Other qualitative - comparative investigations also
rank cooperatives second after the individual peasant farms in terms of
their allocative efficiency (measured in tcrms of the capacity to absorb
labor, rate of profit on capital, and cropyéeids) and second after the
state farms in terms of the provision of markétébie surplus. The virtues
of producers' cooperatives was observed only in the potential that they
provide for accumulation [Griffin and Hay, 1985]. While macro level
studies involve the usual aggregation biases, the study made by Griffin

et al was not supported by quantitative evidence.

What we have provided above, then give rise to the following
specific problems,
= How did the producers' cooneratives develop in the pre and
post 1374 period?
= What had been their performance? Is it really as indicated
by the various macrc level studics?
- What are the constraints of development of the cooperatives?2

- What are the solutions to the probiems?

1.2, UBJECTIVES

Given the above problems, the specific objectives of this paper

include:
1. To cutline the evolution and development of /fgricultural

producers' cooperatives to the present,



2. To evaiuate their performancs systematically in such

variables as: membership, arca cultivated members' income,

capital and their allocative efficiency,

3. To look into the various factors that have constrained

their development.

-
.

4o
From (2) and (3} arrive at policy recommendations which

may contiribute to the development of producers’ cooperatives.,

T.3. METHODS OF THE STUDY

1.2.1. General

1.3.1.1. Fieces of pubiished informations were pulled together in

outlining thc evolution and developrment producers' cooperatives to the

present.

1.2.1.2. Performance evaluation of the cooperatives was carried out

using the variables indicated in the objective part both at macro and

farm levels.

1.3.1.3. vuch of tne problems of decvelopment of the cooperatives were

captured from interviews carried with the officials (Executive committec

menbers) of the cooperatives and individusls members.

1.3.2. Data Reqguirenents and Data Collecticn

The study involved the use of both aggregate data and data generatcd

at farm level from cooperatives,

1.3.2.1. To study the evolution and development of Agricultural producers!
cooperatives and to evaluate their performance at wacro level aggregats data
on membersihip, arca cultivated, producticn, utilization of diffecrent factors

of production, and other welfare indices such as income and others werce



required . Host of these data were collected from various institutions
including, #inisty of Agriculture Feasant dssociation and Cooperative
Development Departmett Central Statistics Authority and the National

Bank of Ethiopia.

1.3.2.2. Performance evaluation of the cooperatives at the micro-level
requires data generated from the cooperatives farms. Such data were

obtained frum cooperatives in Arsi Region,

Various facters have cntered in the choice of Arsi as a study

region.

(i) The availabllity of a compectunsive, relatively reliable and
a well/organised list of cooperatives at the level of the
Mi&éstrv; a list which includes data on different variables,.
such a list is not available for other regions, or if it jis

available it lacks proper organization and clarity.

This was found to be important and was used as a choice variable

because the list was used as a sample framec and the data with it to

arrange the cooperatives into different strata.

(ii) The relatively high fevel of development reached by Agri-
cultural Producers' Cooperatives in that region. According
to the 1986/87 Annual Report of the Peasant Association

and Cooperative Development Department of the idinistry of
Agriculture, 51 percent of the total cooperatives established
and developed in the country are found in three administrative

regions; namely Arsi, Shoa and “cjjam.  Of the three regions



(iii)

Table 1.2.

_the study.

Arsi provides relatively well developed cooperatives for

Table 1.2. provides the pisturc.

A relatively longer experience in cooperative work, Arsi

was and still is taken to be 2 developuent region. Because

of this, in the past, development agencies such as CADU and

ARDU were operating in it. In promoting agricultural

development in the region, these institutions were organising

Cooperatives and were providing institutional support to

enhance their development. Thus, cooperative work in this

region has a longer history and oxperience than others, which

makes it pertinent for the study.

The Situation of Cooperatives in Three

fdministrative Regions (1273 E.C.)

Cooperative Capital
Administrative Noo of coopts icmbers as per Ox- Land = man
. all percent of PA member man . b
Region Malba Wolba ity (Birr) HablE Ratio (ha)
ARSH 76 313 16.4 635.56 1.39 2.07
SHOA 483 147 2.3 469.96 1.34 1.94
GOJJAR L g 37 9.3 516.30 1.0k 1.87
3
Source: Ministry of A§riculture, Peasant Association and

Cooperative Development Department, Annual Report
1979 E.C.




Given the above justifications, Arsi provided the Univeraé to be
sampied and cach producers' cooperative farm formed the sample unit. A
list of cooperatives established in that adninistrative region, which
contained data on different variables, was obtained and was used as a
sample frame. Uetails of the sampling method and method of data collec-

tion is provided in chapter 5.

1.3.3. Data Analysis

In its analysis part, the paper basically applies quantitative

techniques of different levels of compliexity.

Ratios, percentages and growth rates are used to evaluate their
performance in such variables as membership, area cultivated, production,

members inccme and capital as well as in the study of problems of

development of cooperatives.

A morc regorous mathematical technigues are used to evaluate the

relative efficiency of the cooperative sector and in analysing the
optimality of resource use at farm level. While partial

productivity indicies were calculated in determining their relative
cfficiency, the Linear Programming 4ethod was used in the analysis of
their allocative efficiency at the micro=level. Details of the methods of

analysis are provided in their respective parts.



L

1.k, LITERATURT REVIEYW

The Cooperative sector in Ethiopia, is ot as yet well studied.

Litrature in this arca is thercfore scarce. whatever litlie information
available which is concerned with the performance and problems of the

sector is reviewed in this section.

Ajit kumar Ghose, has attempted to evaluate the performnance of the
sector in terms of the number of cooperatives that have been established
and concludes that the progress in cooperativisation has been quite
disappointing. It is disappointing, according to this author, because no
Welland has been £~ !, not have many peasant associations transformed

themseives fully into Malbas or .clbas. He explains the disappointing

progress by the choice of the Government to accord priotity to expanding
the state farm sector. This has become a problem because both state farms

srd ctoperatives are supposed to be based on cagital and technology in-

tensive large scale farming and hence have become competitors for state
investment and imported agricultural goods. Ghose presents the Government
programme of cooperativisation that is premised on state investment and
imported inputs as the basic flaw in ceeperative deveiopment.aqgording to
him, in Ethiopian condition {wher:z there is no real economic surplus)
cooperative farming can be regarded as superior to pcasant farming not
because the former is larger in scale than the latter, but because the
farmer provides a more effective framework for mobilising surplus labout
for capital construction in agrieulture than the latter. Unless the re-
alization of this potential is made the central objective, he argues,
cooperativisation is untikely to davelop on an enduring basis (CGhose, A.K.,

1374) .



Bjorn Gertcr-, Michael Stahl and Edward Toaube, in their studies
conclude that the organisation of peasants in cooperative societiss, fo
development purposcs has got well underway in Ethionia and identify lack
of funds for productive investment and lsck of trained managenant personnel

as basic problems of development of producers'! cooperatives. (Genber et.al,

November 1982).

The World Bank, evaluating the perfcrmance of the cooperative sector,
at macro level; relative to the individual peasant sector in terms of yield
for the main cereals, concludes that producers' cooperatives have not yet
achieved yields which are comparabie with those obtained by individual farmers.
I explains this situation by lack of cxperience in the collective model
of production (which rejuires a considcrable time to build), lack of material
incentives to produce and the requircment to sell all grains ta the Agricul=-
tural sarketing Corporation at relativaely low n~* -+ The Bank study also
raised the devalopment of the nop farm sector of the economy as = basis for
the development of producers' cooperatives and warns against collectivisation
which proceeds too rapidly without due regard for this foundation and the
principles of voluntarism and gradualism which may involve a high political,

social and cconamic costs (World 8ank, jarch 25, 1987) .,

Cohen in his work "Small Holders Vs Agricultural collectives,.,"
Compares the economic pertormance of individual peasant farms and cooperatives
and concludes that the small holders strateqy is perferred. He observes the
resistance of small holders to shift to group farming irrespective of the
various incentives provided to them {which according to him is consistant
with experience eisewhere) as 3z probiem to the cooperative development in

Ethiopia (Cohen, J.M., June 1987).



Besides the above ceneral studies casc studies have been made by
senior students, One such study was madc by B . -le on Kilinto Agricultural
Producers' Cuoperatives [Bekele, 19636]. The ﬁbjective towards which his
paper was directed at was the identification of major constraints facing
the on going cooperativisation process. Bekele, using descriptive analysis
of various data obtained through library research, official documents and
quantitative and qualitative information obtained through interviews fromw
the particular study area arrives at the folluwing conclusions. The per-
formance of the cooperative, according tc him was not impressive both in
terms of area cultivated, total output and yield per hectare. He also

observed the existence of considerable fluctuation of membership and shortag-

es of food which were repeatedly faced by members of the cooperative.

Bekele attaches the unsatisfactory performance of the cooperative to
various problems including probiems of the establishment of the cooperative
without assessing the attitudes of members initially pooled together,
weakness of the leadership of the cooperative body in exercising genuine
democratic management, and lack of follow up from concerned Government

offices and assigned cadres.

Another case study was that of 5iruk which presents a study of Fodu

Gora Agricultural producers' Cooperatives [Biruk, 1986]. He aimed at
looking into the merits and problems of producers' cooperatives which are
now being used 2s a means of socializing the agricultural sectcr., Using a
descriptive method of analysis of datz coliected from the reccrds of the

cooperative, Biruk argues that the performance of the cooperative studied



was not attractive over the years it has been in existence. He explained
the unsatisfactory performance of that cooperative by considering the
average income of its members, which according to him was much below that
of PFivate peasants in the surrounding locality. He too was critical of
the failure to provide adequate food for its members and the declining

trend of the number of its members.

Biruk explains the unsatisfactory performage of the cooperative
in terms of four general problems including the scatterdness of the farms

of the cooperative, lack of trained manpower, lack of modern instruments
of production and corruption and bureaucratic problems,

in his recent report presented to the 9th Congress of the Central
Committee of Jorkers' party of Ethiopia, Comrade Mengistu Hailemariam has
also given an evaluation of the develupment of the cooperative sector. In
view of the goals set in the Ten Year Plan, that of organising 53 percent
of the rural households in couperatives by 1993, he claimed our achievement

so far can be considered to be nill,

As can be infarred from this short roview, there is no as yet a well

organized and mefhodalogica]ly well foundaed study of the sector in tEthicpia.

Indeed this study aims at making a modast contribution toward this end,

In sum, the literature available has indicated that the performance of

that sector has been unsatisfactory and has raised various problems inciud=
ing the low level of developuent of the non=farm sector, lack of material
incentives, probiems of management and organisation these problams will be

dealt with by the paper.



1.5, IMFORTANCE OF THE STUDY

Producers' Cooperatives in socialist countries, are the uitimate

destinations of the petty commodity sector.

As far as the Ethiopian condition is concerned, it is one of the

objectives of the Ten Year Plan to create favourable conditions for the
continucus development of the socialist sector by strengthening and
expanding the public sector, service and producers' cooperatives (Ten

Year Perspective Plan, Amharic, 1977 E.C.). Eventhough it is not likely
to happen in the remaining 4 to 5 yeurs to come the plan also anticipates
to bring abcut 55 percent of the rural houscholds into cooperatives by the

end of the plan pericd.

The Three Year Plan, which is now in oparation is also giving
priority in the use of resources {next t- the state farms) to develop that

sector su that the area under cultivation by the sector could increase from
2.29 percent-=f the total in 1306/87 to S.79 percent in 1388/89 and its .
production from 2.2% percent to 6.7% percent during the same pericd (Three .

Year Plan, Amharic, 1379 E.C.).

Irrespective of the resources levoted to them, however, pest studies.

show that their performance has been unsatisfactory. Thus, the present

= .

study by analysing their performance and investigating the problems of their
development and suggesting solutions may:

hzlp in alievating their immcdiate problems

i)

ii) help in creating conditions in which their development is cnhanced .
and the returns from resources devoted in that sector may be raised.

iii) direct policy makers into ways of looking into other alternatives

which may result in more effective use of resources.



Notes to Chapter |

1. The Farm Workers' Couperativs, which anticipated to be established
in accordance with Becrce &% of 1960 and later in accordance with
proclamation 241 of 1366, was in essence the same as the presént
Agricultural Producers' Coopefative since its establishment was to
be based on ccllective ownership of the means of production, Some
authors have already noted this fact. For instance, Kebebew
argued that Producers' Cooperatives, in the main, are found in
socialist countries with collective ownership of the means of
production as a mejor distinguishing characteristics. |t is, accord~
ing to him, interesting to note why Ethiopia, untypical of her social,
economic and political structures then, came out with a decree that

aimed at the creation of producers! ccoperatives (Kebebew Data, 1978).

Zis For problems of development provided by other studies see literature

review,



CHAPTER 2

REVIEW OF THCORIES CONCERMING COOPERATIVES

Agricultural cooperatives exist both in capitalist and socialist
countries., But the theoretical basis on which such institutions are
established, the principles on which they are founded and the importance
of thesc institutions in the two systems differ. This chapter provides
a review of theories and principles on which such ventures are established
in each of these two socio-economic systems and the evolving changes in
previous thoughts and practices of agricultural producers' cooperatives

in socialist countries.

The chapter is aimed at sheding light on the basis of the difference
of such institutions between the two econcmic systems and within the
socialist system. While the theorotical difference betwesn the sccio-

economic systems are supposed to enable the reader in conceptualising the
difference of such institutions in the pre and post revolutionary periods,
S

the evolving changes within the socialist countries are included with the
idea of showing the reader how much our thoughts and practices are near to

or far away from these changes.

2.1. Western Concepts of Cooperatives

The activities of agricultural cooperatives as they exist in the
capitalist countries and developing countries following the capitalist

path of development consist mainly in sraainsing joint working of the

land, processing of agricultural produce, harvesting, construction of



irrigation, roads and the like. More devaloped collective labour

methads based on common ownership of the land and tools are rarely

Sbtained [Mosiennikov, V. 1983].

The cooperative business, in these countries, koller argucs, accepts
the fundamental institutions of capitalism including the right of private
property, the right to contract, inheritance and the right of private
enterprise with its emphasis on the importance of the individué1; According
to him, with respect to many aspects 5>f their daily business operations,
cooperatives are like the ordinary enterprise. They use capital to carry
on their activities and pay the going rate of interest for it. They hire
labour and usuaily obtain it on the same terms of conditions as other firms.
They employ managers and compensate them -n the basis of the quality of
services they render. Like their crdinary business counterparts, they

depend on efficient business methods for success [Fred Koller, 1951].

Cocperatives, however, have specific characteristics in which they

differ from nther types of business, They are collective progerty which

are owned by their members and are democratically controlled. In cooperatives,

unlike thelr business counterparts, there is a limitation on individual
shareholding and shares cannot increase in value and carry only = limited
rate of interest. As far as their operation is concerned, cooperatives
operate at cost or pay a limited rate of interest on money - invested by

members [Malcolm Sargent, 1982].



The specific characteristics of the cooperatives in these countries
emanate from the fundamental principies on which they are established.
These principles which were approved by the International Cocpurative

Alliance in 1986 are summarized by Sargent as follows:

1) Voluntary membership without artificial, social, political
or religious restriction to all who can use the services and
are wiiling to accept the responsibilities of membershiip;

2} Cooperative societies as damocratic organisations and their
affairs to be administered by persons elected by and acceptable

to members;
3) Limited rate of interest on share capital;

4) Surplus or savings to be rotistributed fairly by a decision of
the members to either develop the couperative business to

provide common services >r to the members on patronage basis.

hccording to this principle, any surplus, obtained by the
cooperative in exeess of the limited rate of interest paid to
their members on money invested by them, is returned to members
in proportion to their relation with the cooperative business,

or is ploughed back into the business.

2.2, MARXISM=-LENiINISH AND, COOPERATIVES

Cooperatives under socialism are basically means of socialising the
means of production owned by pettly commodity producers. The emergence and

development of peasants and artisans cocperatives in socialist societies

is explained on various theoretical grounds, In what follows a brief

review of the theuretical basis of the development of cooperatives in provided.



3.2.1., THE CLASSICAL WARXIST-LENTHIST THEQORET | CAL FOUNDATION rOR THE
EMERGENCE AND UEVELOPMENT OF AGEICULTURAL PRODUCERS' COUPERATIVES

According to Ferenc, et al, the major relevant theses of the

classical Marxist Leninist theories may be summed in terms of the following

four points [Ferenc et al, 1976}1.

- Social ownership of the means of production, primarily land

- The develoﬁment of large scale collective farms in two forms;
state and cooperative farms.

- Guidance of the operations of large scale socialist entarprises
through plar,

- Achievement of the development O the productive forces by applying
advanced technology and scientific farming methods on the large

coliectively owned enterprises.

it is impossible for industry developing on a socialist basis and

agriculture, in which private property predominates to coexist for iong.
The existence of two such mutually oppused foundation over 2 long=time
would preclude the whole econcmy from developing along socialist lines.
The petty bourgzois trends among the peasantry, and the engendering of
capitalist clements by them, are a menzce to the cause of socialism and
it is mandatory to repiace private property by large scale socialist

farming [Koziov, G.A., 19771

This transformation of agriculture on socialist lines, as proposed
by Lenin is to be carried in two ways: by transforming large scale nationalis-
ed capitalist estates into state farms and by pocling small scatle peasant

farms into collectively owned large scale cooperative farms (Sergyev. $.1384].



Lerins! Proposal may have its origin in the Agrarian Proganme adopted
in Marsetlles in 183¢ by French Socialists. The programme suggasted that
on the day of accession to power, the tasl of socialists relative to the
small peasants consists of effecting 2 transition of their private enter-
prise and private pussessions into couperative ones. The programme had
also proposed thefprciiie expropriation of the estates of big fand owners
and capitalists [Engles, in Marx and Engles, V.3, 1977]. The programme,
however, has said nothing about how the reorganisation of the naticnalised
estates in socialist lines should take place. !t was Lenin who proposed
that, the proletarian party musc advise the rural proletarians and semi=
proletarians tu organise every landed sstate into a suitably large model

farm to be run for the public account by the agricultural laborers under

the directiun of agronomists and with the use of the best technical

equipment available (Trapeznikov, V.1, 1381),

Cooparation, it is argued, is pracisely the most acceptable way of
transformign small peasant economies intc socialist ones because it
provides the possibility, for the proletarian state to establish continuous

control wver production activities by means of its plans. in other words,

cooperation by making planning in azriculture nossible, enables the proletarian

state to subordinate private commercial interest, to the commcn interest

of all working people, of the whole society [Lenin, V.33, 1977].

The transformation of the peasants' small private farming into
socialist agriculture is also necessitated by the need to resolve the
contradiction between a reapidly aroying socialist industry and a

backward farming system governed by the laws of the spontaneous market and
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develeps 2t a very slow rate. In such a situation, it will ke impossikle

to feed the developing working class and to supply industry with agri-
cultural raw materials. In order to rescive this contradiction the develup-
ment of the forces of production in agriculture is required. But saoch a
development can not be acquired, Marx argues by allowing a few individuals

to regulate production according to their whims and private interasts, oOf

to ignorantly exhaust the powers of ths soil. All modern methods, such

as irrigation, drainage, chemical treatment and so forth ocught to be applied
to agricuiture at large. But the scientific knowledge we possess, and the

technical means of agriculture we cormand such as machinery, etc., can never
be successfully applied but by cultivating the land on a large scale [Harx,

in Marx and Engles, Volume 1, 19771.

Cooperation also may help interms ~f releasing labour to industry. in
this respect, Engles argued that, if we apply the idea of cooperation to a

region of smzll holdings we shall find

that, if these are pcoled amd the
aggregate area cultivated on a large scale, part of the labor power employ-
ed hitherto is rendered superfluous, it is precisely this saving >f labour
that represents one of the main advantages of large scale farming. The

labor power so saved can be engaged in the growing industry [Engies, in Marx

and Engles, Volume 3, 1977].

while the above, provide the classical Marxist-Leninist theoretical

basis for large-scale socialist rransformation of agriculture in general,

and that of the development of cooperatives in particular, the ccoperation
is to be achieved by the application of certain principles which zre now

known as 'Lenins!' principles of Building Looperative, eventhough the



emergence of these principles precede nis time. The most important
of these principles include the principies of voluntarism, gradualism,

and an all round assistance by the proletarian state,
Y P

The .French Programme seem to have given a recognition to two of
the three principles when it held that, the task relative to smail
peasants consists, in effecting a transition of private possession to
cooperative ones was not to be done forcibly but by dint of exampie and
by proffering of social assistance for this purpose. And then of
course there would be ample means of showing to the small peasant
prospective advantages that must be obvious to him even today [Engles,

in Marx and Engles Volum 3, 15771.

Lenin however, emphasized that it wouid be madness of course for

anybody to imecine that jolint cultivatior of the land can be decreed
from above and imposed on people. fccording to Lenin, tens of millions
of people will not make a revolution tc order, but will do so when driven
to it by dire need, when their position is an impossible one, when the
joint pressure and determination of tens of millions of people break

down the old barriers and are actually capable of credting a new way of

life [Lenin Collected Works, V. 24, 1976].

Lenin has also argued that a social system emerges if it has the
financial backing of a definite class. According to him, the cocperative
system is the social system to whom the proletarian should give more than

ordinary assistance. /A number of economic, financial and banking privilages
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must be granted to cooperatives - this is the way the socialist state

nust promote the new principle on which the population must be arganised

[Lenin, volume 23, 19758].

Lenin also considered jradual transition frum the simplest forms of

cooperation {consumer and marketing) to the highest form (production) to

be no less important. Participation by the poor and middle peasants in

the simpiest forms of cooperation involving marketing, supply, add consump-
tion does not cemand special training and economic risk, and facilitates

their transition to socialism [Serayev. 3. 1984]. ~

On the basis of the above gencral theoretical arguments agricultural
producers' cooperatives emerged and devaioped in the first socialist
country, the U,$.S.R. right after the 1917 Revolution., And this experience

of the Russian Cooperatives has been adopted by other countries Tollowing

the socialist path of deve?oynmnt.1

In iecent years however, new thoughts and practices are belng

introduced, in one country or another, into the operation of the ccoperatives.

2.2.2, CONTEMPORARY VIEWS 0N COCPERATIVES

Agricultural producers' cooperatives in most of the.socialist countries

developed in line with the Soviet Ko!khozz system. This system has its

origin in the period of mass collectivisation in the U.S.S.R. of the late
1920's. Until recently, therefore, the practices of this system has been

widely adopted and applied in most of them.



Receﬁt1y), however, varicus changes @re being introduced on previous

thoughts znid practices of agricultural producers' cooperatives which were
developed on the basis of the Kolkhcz system. These changes basically

revolve arvund three broad areas.

i) Cooperative Democracy, Self management and State Control
ii) Work Organization in Cooperatives
iii) The recognition of the right to household plots of individual
members including the right to make use of cooperative

equipment in the cultivation of individua! plots.

Before we go into the discussion of the changes, in terms of the
above three points, it becomes necessary to look into previous practices

so that the reader may use them as basis in anlysing the changes.,

The Kulkhoz, according to Wove, is formally a cooperative with an

elected coummittee, headed by an eleactad chaicman. In practice, the party
appoints, cr 'recommeds' who should be elected [WOVE, A. 13801, The KQlkhoz,
in the form in which it was set up during the collectivisation drive, was
originally designed as a means of enabling the state to procurs farm produce
at a minimum cost to itself. Because of this, it operated under comstant
pressure from national planning agencies to satisfy the growing demand for
farm products.  In general, planning of output as well as of livestock

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

administrative agencies [Karcez. J.F., 1974].



With the objective of stimulating larger sales to state agencies

the Kolkhoz used to operate under a bouble price system '‘quota and
"over quota'' prices. Under this svstem, the Kolkhozy were subjected to
high compuls ry delivery guotas very low prices. Uver quota deliveries
comnand much higher prices. This system firstly produced a paradoxical
result, thaa the higher the harvest, the higher the average price paid,
since more would be available for sale over the quota. And secondly, the
unesuccessful farms are artificially depressed, since they would have
nothing left, to seil at the higher prices [Nove. A. 1980].

Tractors and combine hérvesters used by Kolkhoz were supplied by
the #achine Tractors Stations (iTS) which were used as a means of avoiding
duplication, minimizing capital outlays and permitting maximum utilization
of capital stock. The MTS were also used as means of increasing the size

of the surplus through the extraction of high payments in kind.

Kolkgcz members were assigned work - day units in proportion to the
an
quantityfskili of their work which results in the variation/the incoine of

the members. But the value of each work - day units dependcd.ﬁpon the
amoant of maney and product - - . produced by the whole members . Since
individual efforts are related to the total output (through the value of
each workday qnit) this system is widely - iticised for its disincentive

effects.



As a rezult of low product srices, the income that farmers reaceived
from the common farm has been low. This caused many farmers to rely on
supplementary income from the houschold pilot. as 2 result, the socialized

sector and the household plot competed for labour during peak activity

periou [Karcez, J.F., 1373].

The above being the basic practices followed in the aeperation of

the Kolkhoz, we now pass tu the discussion of the recent changes.

it A
Froducers' cooperatives, are now being lookedA?s having 2 dual

character. dn the one hand, they are social orjanizations operating in
socialist form, and on the other, they are economic organizations which
are centercd on large scale collectively owned enterprises pursuing

cconomic objectives [Ferenc, et al, 1376].

As sociai organizations, they beiong to a wider category involving

all covgperatives urganized in the fields of marketing, ratailing, services,
housing, savings and manufacturing. in this respect, there is no difference
between covperatives and other social institutions (for example, trade
unions). They all are engaged in protecting the interests of the various

social groups which form such associations.

4s an ecunomic organization, the laryje couperative farm fis considered
as a special tyge of business firm owned by tnose forming the couperation
[Ferenc, et al, i37b]. It is special because members are both co-owners
and suppliers of labor. Since, the Firm is owned by all its members, it

should be characterised by collective manayement and decision making at the



top level. On the sther hand, since owners are also suppliers >f labour,
the reyulation of members' supuly of labor is also reguired. The guestion
winich is now involved with respect to the above characterisatic: of the
firm as an economic organization is hwew tu reconcile the co~owner and
supplier of labor character of its wembers so that the large cusuerative

enterprise can optimaily organized .

!
COUPERATIVE DEMUCRACY, SELF #AMAGEMENT AWD STATE CONTRULn*

On the basis of the abuve general analysis of the cooperative enter-
prise and the probleis that cianztzd therfrom, a number of reforms have

been introJuced in Eastern Europe” sirce 1965 which basically fycus on
P

cooperative Jdemocracy, self imanagement ond the dJdegree of state intervention

on the cperation of tne cooperative,

Since cooperatives are ownel by all its mewbers, it must be manged

by them. And in participating in the management process all members iust
enjoy the right to take part in the General Assembly in wnich all have an
equal right to vote, to be elected to any office, and to share in the

cooperative income according to lebour contribution.

The highest management outhority in the producers' cooperative

should be the Gaineral assemdly whose manayement responsibilities and
function include election of the leading budies, approval of lonzrun and
annual pians deteruining the allocation of collective resources and Gis-

trivution of incoue.



wiven the above, democratization of collective farm system

through yuarantees of secret clection and the right to discuss and

approve production plans in the ueneral Asscmblies have been intoduced.
Greater farm autonomy in decision waking are being practiced. In this
respect, indicators of the national or local production plan are no longer

binaing on farms [Karcez, J.F. 1379].

In the new system, the state is to exercise its control in a specifie

manner. Besides legal supervision, the state guidance of the cooperative
fariis is to be of entirely economic pilicy character, that is, the state
should enueavour to achieve econousiic targets, within the framewsrk of its
national econonic planning by influencéng the cooperative farms using
econumic means such as, its credit, ation and pricin, systems as well
as through the use of production and marketing contracts, technical advice

and tne orovision of information.

Even though the above changes have been introduced in the Eastern
European countries, it is likely that Russia under Gorbachev will follow

éth

suit. in his recent speech the Ali-union congress of caollective

Farmers on riarch 23, 1938 torbachev argued that democracy and self -

supporting basis of the cooperative organization of production, its autonomy
and flexibility open up wide scope for people's creative abilities and initi-
ative. lInueed, he said, openness, the clective system, open book - keeping

and the participation of the working pecole in production management are

things without which cooperatives simply connot exist. As regards cooperatives,
adininistrative methods are against their very nature (because they are collec-

tive property owned by their members). sccording to him, commaling them about
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issuing peremptury instructions, and intrcducing i1l - considerad Sans
9 i Y F

can only dry them up, ultimately destroying them altogether, Cooperatives
however, as any form of economic organisation, must not lie outside the
spinere of state influence. There arc reliable cconomic instrusents for

Juararanteeing this - taxation, the credit policy, the system of contracts

with gouperatives, and the poessibility of influencing their activity

through state placed urders [Gorbachev, 1988].

WORK ORGANIZATION

The other area in which changes are being introduced is the organiza-
tion of work which is an important factor in determining the efficiency of

the cooperatives and the level of zarning of members.

Under the Kolkhcz system, work is orianized on the level of the
cooperative, wiich is subuivideu into a nunber of teams. Earnings under
this system, as stated earlier is based on the work - day units, deteérmin=
ing relative labour incuues of mewbers, and on the total income of the
cooperative. This system of work organisation, it is argued, does not fit
in with consistent cooperation because it Joes not make people personally
responsible for the use of land and other assets and results in indiscriminate

wage levelling [Gurbachev, 1988].

T> overcome the above stated short coming work is to be wrganized on
the level of associations of self=-supporting contract teams or families
operating on the basis of contract with the collective farm boards, which

have lan.l as weil s flxed and circutating assets at their disposal and



using advanced technulogical systems and scientific farming techniques.,

An analysis of the develupment of contract farming, it is argued, shows

that this form of work organization and production is effective in social
and econouiic terms and is morally rewarding. Contract farming demonstrates
the advantages of production methosis based on financial accountab}lity

and scif-management,, stinulates iiitiative and social activity and puts

an enag t5 ihé practice of levellin: wages regardless of inputs [Gorbachev,

1988].

This system is widely known as the 'Vietnamese system' or the

'"Responsibility system'. Under the responsibility system which was formally
endoursed by the Chinese Central Committee, in December 1978, the feam
contracts with work groups tu deliver a fixed amount of products grown
according tc the production plan for land owned by the team. Output

above this amount may be retained by the group, The work group with

whom the team contracts, may be groups of producers, individuals or house=

holds.

pe

The wost widely used contract is the household contract.” Under

househoid contracts the teams' productive resources - fields, ponds,
orchards, or equiprent - are distributed among households that enter into
production contracts. Each household is then responsible not only for
meeting output quotas assigned by the team leadership, but also for taxes

and all other payments to the brigade and the commune7. Items such as

seed and fertiliiers must be financed from the households' own resources

and the famiiies decide how the labor is utilized. Under this system,



a houschold enjoys a considerable latitude and is allowed to retain all
production in excess of the assigned guotas and mandatory paynents, which
provides a very powerful incentive for improving productivity [world Bank,

August 19831,

The system probably has its origin in the Vietnamese systcm of
contracting work to provisional work teams which operated in the countrys!

producers cooperatives prior to 1980 under this system a certain amount of
work points are assigned to the work team for completing a definite

quantity of work, like for example, har@esting 20 hectares of whezt. But
such a contract system doesnot have 2 direct relationship to output., This
resulted into change of the system intoc one which contract final products
(which assigns a certain amount of work points to producing a given guantity

of output) to group of producers.

COOPERATIVE BNTERPRISE AND SMALL HOUSEHOLS PLOTS

Under socialism some of the means of production remain as the personal
property of both collective farmers and factory and office workars, with
which they work subsidiary small holdings and carry out individusl house .
building on plots of land allotted to them by the state and collective

farms - personal small holdings fail in this category.

These subsidiary small holdings are of ancilliary character and are
kept, in the main, for purposes of consumption., Members of collective
farms mect their needs for livestock vroducts, fruits and vegetables, which
are still in short supply in the social economy, from cultivation of their

small holdings and allotments. The subsidiary small holding of collective



farmers is inseparably bound up with and is dependent on the social

economy of the coliective farm [Kozlov, G.A., 1377]. Indeed, unlike
previous thoughts which considered houszhold farms as representative of

i 1‘3

private sector, it is now argued that the small household farm is
socialist economic organizational form which is more detached and more
disintegrated than the other sectors of the socialist econony t IFerenp,
et al, 1976]. Because of this, Gorbachev argues, conditions promoting =
production un personal small holdings should be created by all means and
it is important that people be helped to cultivate their kitchen-gardens
and buy livestock and poultry. In fact joint production and integration
of personal small holdings of the population With social production has
to be experienced [Gorbachev, i, 1988] and the saall household farms
should be based on the partial use of modern large scale forces of pro-

duction ¢V the couperative property.

These household farms will obviously lose their economic importance
at scme stage in the future. The main preconditions are, on the one hand,
a considerable increase in the technical level and the performance of
large scale production; and on the other hand, the substantial increase in
the cooperative member personal income derived from the large cooperative

enterprise.
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NOTES TO CHAPTER 2

1.

Except probably Poland, all socialist countries have developed
araducers’ cooperatives.
Kolkhoz is also called agricultural artel. Agricultural artel

presupposes collectivised land use; and socialised basic means of

productiun, viz, draught cattle, machines, equipment, and farming
facilities. Artel members retain as personal property their

dweliings and husbandries (productive livestock inclusive) the

latters' size being limited in accordance with the artei's regulations.
All incomes are distributed according to the amount and quality of
work done, i.e., by work points.

Mainly in 1953 and after 1965,

Except whare indicated, most of the changes are summarisad from,

Ference 2t al, The Econuomics wf Cooperative Farming, [Akademial Kido,

Budapest. 1976].

These changes are introduced notably in Hungary, Czechasiavakia, and

Bulgaria, Yougoslavia started it in the late 1950's. For details

see Karcez, J.F., The Economics of Communist Agriculture, selected

Papers, [international Development thstitute, Bloomington, tndiana,
19751

Contracts for specialized tasks and output contract with an individual
or a group are two other forms of contract system experienced in

chinese communes.



In contracts for spocialized tasks the team management continue

to direct production, and acccunting is on a unified bas hut

the team contracts with a group of its members, a househulid or 2
single individual to  accomplisin 2 particular task in areas such
as grain production, livestock breeding or affor. . The
contract requires that the party involved produce an agreed level
of output for which a certain number of work peints are‘éssigned.
Bonus werk goints are awarded if the targets are exceeded, and

therc is a penalty for any shortfall.

In cutput contracts with an individual or a group the team

subdivides and contracts land to individuals or group producers,

whe premise te meet output goals in return for work points.

Rewards and penalties similar to those linked to specialized contracts

are used,

The communes are constituted of production Brigade and production
team. At the lowest level in the commune structure is the production
team imade up of 20-50 famiiies. Production Brigade is the middie
ties in the commune structurc coming between the team at the base and
the commune administrative centre the Brigade on the average is
composed of 7 to § teams. The commune ofi the average serves 12-13

production Brigades.



CHAPTER

HISTORIC L DEVELOPMENT OF AGRICULTURAL

PRODUCERS' COOPERLTIVES IN ETHIOPIA

Cooperativas as instruments for the mobilization of rural resources
in Ethiopia were for the first time proposed for use during the First Five
Year Development plan period with the promulgation of Decree bLk/1950, In
subsequent years of the Imperial Regime the use of such institutions was

anticipated to continue with an increased scope.

With the introduction of socialism, the need to use these institutions

in consonance with the requirements of the socio-economic system was

further felt and various policy grounds were provided for their development.

Regardless of the various legal grounds provided by the Governments
in the pre = and post - 1974 ﬁariojs, one sees a considerable variation in
their development in the twe periods, This part of the paper is thus
devoted to outlining the development of producers' cooperatives to the
oresent. In order to facilitate the discussion, we will treat the to@ic in
the two socio-economic systems - namely the periods before and after the

revolution.

3,1, THE DEVELOPMENT OF AGRICULTURAL PRODUCERS' COOPERATIVES I
PRE = REVOLUT!UA ETHIGPIA
3.1.1, THE POLiCY FRAMEWORK

Decrez bh of 1960 and proclamation 241 of 1966 provide the legal
ground for the deveiopment of cooparatives in Ethiopia in the pre revolu=-
tion periusd, While the spirit and provisions of the Decree had envisaged

the creation of collectives or production covperatives, the proclamation



provided a legal ground for the cstablishment of different types of

cooperatives of which the producers' cooperative was one.

According to the preamble, the DPecree was necessitated by the
creation of proper framework for the establisnment of cooperative
enterprises which contribute measurably towards the acceleration of
the development of the agriculturalsector. The cocperatives which
were anticipated to be organized in accordance with the provisions of
the Decree were ingeneral anticipated to have, as their principal purpose
and cbjective, the promotion of the cconomic interests of the country
and of their members through efficient eultivation and development of
land made available to them and the ﬁrofitab1e sale of their products,
Such cooperatives were to be organiszd through the sale of shares to

nembers and they were to obtain land by the transfer of Rist Land1 by

the then tlinisty of Wational commun ity Development which was made

respondibie for their organisation.

The becree also had various orovisions on rights, duties, privileges
and responsibilities of memoers. Ascording to these provisions, members
were to be divided into two - working and non=working members. ldembership
in general was to entitle everyman to a proportionate share in th2 net profit
5f the cooperative, to attend the Genzral Meetipg, to elect administrative
bodies and to vote on all questions. in addition to the above, working
members were entitled to obtain a parcel ~f land on which to build their
houses and use as kitchen - garden, io receive a monthly sum which was te

he allotted to them by the cooperative as working members' allowance and

the right to be elected to serve on the administrative bodies of the



couperatives., According to.a nlan document of the Ministry of Community

Development prapared for manpower training of the Social Welfare Pevelop-
ment and Cocperative Department, the Cooparatives which were anticipated
to be established according to the ;ruvisions of the Decree wers initially
to absord the unemployed and former solciers who for various reasons,

were unaile to render their services in the mititary [MNCD, Five Year Plan
for Manpower training for Hational Community Development, Social wWelfare
and Cooperatives, 1961]. Such cooperatives, however, were anticipated

to gradually cover the farmers.

The Farm Workers'! Cooperative Decree of 1960 was officially repealed

in Article 2 of Proclamation 134 of 1968 which replaced it. Societies
which were to be organisad under this proclamation were to have as their
principal purpose and objective the promotion of better living, better
business and methods of production by such means as:
(1) reducing the cost of credit
{(2) reducing the eost of goods and services for oroduction and
corisumpt ion
(3) minimizing and reducing impact of risks and uncertainities
on the individual
(4) spreading knowledge of .ractical, technical improvements; or
(5) ctherwise contributing to the achievement of the above

mentioned purposes and ob ective.



Varicus tyges of cooperatives were tu be astaul ished according to
the low. These were srovided in 3 Separate docuaent by Ainistry of

Wational Lommunity vevelopment. According to this document five

different types of cooperatives were to ha estavlished. These inciude:

i) sulti-purpose Agricultural cooeratives
purp ] t

ii) Thrift and credit cooperatives
iii) Consumers' congeratives
iv) krtisans! cooperatives
v) Farm workers' cooperatives or & couperative established by

pouling privately owned lanu together.

According to that wocument, farmers who then own small plots of
land may organize large farms oy posling their small plots of land and
form a farm workers couperative. Menbers were to enter intu an ayreament
with the assuciation not to claim Lack their lands vefore a Tazse of a
certuin predetermined period of time. They were to work as enployees of
their asscciation in return to 4 sum of money payments. It seems that the
Farm wWorkers' cooperatives which was to be established according to the

1300 law differ in organization from the ones which were to be established
in accoruancs with the Decree. udhile in the Jrevious case, such s coopera-

tive was to be established on the Rist lanc transferred to it by the

finistry of the kational Comaunity lievelvpment, the 13ob law requires

®mempers to establish such an enter.rise on their own lands.
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a2, PRUBLESS Or JaPLEAENTATI I

Evei though nu actual studies were nede about producers' cooperatives
which were anticipated to be estaulished according to the various laws
outlined above, the indication is that no such cooperative had bzen success=

fully establisheu uuring that period.

Evaluating the situation of the cooperatives in the country between
135/ and 1984, The ainistry of iational Community bevelopnent indicated
that ewucational anu procotional work for the estaulishment of & coopera=-
tives was already under way. sbout 700 pecple were reported ts be
enrolled as wembers in those societies and contributed about Eth. $25,000
towards the purchase of shares. Three were revorted to have started their
operations. The fields of activities of the cooperatives were reported
to include marketing of vegetables, fruits, coffee and grain, distribution
of goods uf daily rejuireient, irrigation and joint farming [1E3, L
Labor, Cooperatives social delfarc and Community vevelopment in Ethiopias
A Brief Review 1957-130h, wovembar 3647,

Further an evaluation of the Secund Five Year vevelopment rlan.

[1963-1267] Lrovided in the Third Five Year Development plan document

rejorted the estaulishment of 12 dulti-purpose Agricultural couperatives -
an oryganization which provided twoy or more services to its members and
thus Jdiffered in cheracter from Farm Jdorkers' Cooperatives [ANCO, what is a

dulti purpuse Couperative 7, Anbaric].



While the various annual reports of the then wational Cowmunity
vevelopiient Frovide Jdata and inforration on the various types of
cooperatives including malti-purpuse agricultural service cooperatives,
saving and thrift, consumers and artisan cooperatives such data and in=
formation for Farm Workers' Cooperatives had never been reporteu. Thus,
it seews that producers' cooperatives, w:ich were anticipated te De
establisned in Ethiopia, and were provided legal grounds have never been

operati-nal in ore = 1374 period.z

3.2. Trk GEvELOP-ENT OF AGRICULTURAL FRUGLUCERS' CUQOPERATIVES I POST

REVOLUT 1ONARY ETHIOMIA

The development of agriculturai producers' cooperatives in the

post = 1375 period can be divided into two stages.

5.2.1. The Initial or First Stage - the time representing

the period upto the issuance of the 1379 directive.

3.4.2. The Second Stage - the time representing the period

after June 1379.

3.2.1. THE I#iTIAL OR FIiRST STaGE

3.2.1.1, THE UEVELOPMENT OF "COLLECTIVE FARMS' [YEMAHBERAT 1RSuA]

The Jevelopment of 'collective farms'' was the result of the Land

Reform Proclamation of 1975. The proclamation and its application
created two important conditiuns witich gave rise to the emergence and
development of collective farms - the nationalization of land snd the

estapnlishment of PRcasant Assuciations.



The Proclamation nationalized all rural lands and transferred it
into the sroperty of all people.  In the process, large scale commercial
farms were also taken over by the state, The application of the proclana-
tion also resulted in the establishment of rural institutions, Peasant

Associatiuns which serve various purposes,

The nationalizeu €omnercial farms while partially were changed into

state farms, part of them were transferred into the administration of
previous farm einployees and peasant Associations (PAs). Still a smaller
part of the commercial farms were used to settle the landless and the
urban unem.loyed,

The large farms which were transverred to PAs and unoccupied lands

which feil within their vicinity3 were started to be cultivated Jointly

by meibers of the association and were iabled as “"eollective farms'' or
Yemahber Irsha (in Anharic). Besides those under the FA, ' collective
farms' also inciuded those which fell under the administration of previous
farm employees and farms which were nccupied by the landless and urban

unemzloyed,

The 'collective farms! especial ly those unier the PA, were initiated
as aeans of cultivating land wﬁieh wd&kd otherwise have remained un-
cultivated due to the implementation of the Land Reform Proclamation. in
their rpdimentary form, these farms aopeared in 1375 and their establishment,
one may argue, preceeded the issuance of any law that mag provide a2 fegal

ground for their appearance.



3els 1

THE FOLICY FRAMEWORK

The legal ground for the establishment and development of

rgricultural Producers' Cooneratives in the post = 1974 neriod was
g

first provided by Proclamation 7171975 = Peasant Associations organiza-

tion and

Consolidation Prociamation,

That Prociamation defined an Ayricultural Producers' Cooperative

as a society that is established voluntarily by PAs, The law define.

the objectives powers and duties of such societies as follows,

2)

k)

-
L—

to put the main instruments of osroduction under the

control of , and when necessary to gradually transfer their
ownership to, the society;

to divide members into working groups to enable then to work
collectively for the society sspecially by organizing members

with special obilities in order to obtain mutual benefits;

to give priotity to the interests of the poor and middle
peasants and to ensure that the teadership of the association
is drawn from such peasants;

to raise production and to gradually improve the instruments

of production;

to pay members accoruing tc the quality and quantity of their

work s
to assign a special fund for the welfare and security of the
members;

to struggle for continuous improvement, democratic rights and

unity;



8) to struggle for the gradual abolition of exploitation from
the rural areas and to refrain from any kind of expivitation:
9) to engage in continuous political movement in order to enhance
the political consciousness of Its members:
10) to sue and be sued; and

11} to draw up its internal regulations;

But the law did not give any provisions for the organisation and
administration of Cooperatives. Rather, irticle 3 of that law anticipated
such provisions to be made in Proclamaticn of cosperative societies

{Negarit Gazeta, 35th year, io. 151,

Befure the issuance of the Proclamation of the Cooperative societies

in 197¢, however, the participants in the Develupment Through cooperation
campaign Degun to apply their own Jirectives in arganizing producers!
cooperatives based on the guidelines provide! to them by mears of a

seminar.

The sroceedings of the seminar {part 1, undated, Amharic) recugnized
and noted the situations prevailing in the country then and cautioned
against pushing the peasants into the formation of such entergrises. Thus,
the proceeding urgued that the farmer had seveloped on individualistic
mental ity since he had never been given a chance to cooperate in the
previous sccial system. Unlder this condition, it was likely that the

L

majority of the peasants needed to possess their own piece of land.

Because of this, if the farmer were told to put his Tand, farm implements



and other resocurces unuer the control of one administrative body, to

work coliectively and distribute products he would not be willing tou

accept it since the idea would be strange to him and he could not see

its advantages. Further, the proceadiné argued, it was’ghpéssible te

force farmers to form such an organisation through administrative means

for that may result in adverse effects. Thus, the proceeding condluded

that a transition period was required tc relieve farmers from the in-
dividualistic metality that they had developed. During this period of
transition, one may be able to educate, to raise the political consciousness
and to change the overall views of farmers by establishing service co-
operatives from which they could learn sbout the ideas and uses of ccopera-

tives.

The proceedings of the seminar which was supposed to serve 2s A
' i P

directive for organizing nroducers! wooperatives by Development Through

7 J L) i -
Couperation campaign participants also recognized the existence of
exceptions and the possibility {than) of organizing cooperatives where the

political consciousness and the economic situastions of farmers woull allow
it. Wherz the exception did not exist, however, the development of coopesa=

tives was anticipated to proceed in four stages, including.

1. Service Cooperatives/dédit and Marketing/
2. First Stage Producers' Cooperatives.
3. Advanced Producers' Cooperatives

L4, Commune.



These stages of development arc much similar to the service coopera-

tives and tne present Maiba, Wolba and Welland  respectively, which will

pe discussed in the second part of this chapter.

In 197%, it was argued that the stage reached by the revolution

then necessitated the establishment of different types of cooperative
societies of which producers' cooperative was one. Various reasons were

=y

provided tou establish the argument. This includes

i) Combatiny the remnants of feudalistic and capitalistic meass
of exg loitation by enabling peasant, artisans and workers to
sacure necessary services and  retain the fruits of their labor;
ii) FProtecting the economic, political and social rights of the
peasants and enabling them to obLtain goods and services essential
for production and consumJtion;
iii) giving a wider spectrum for central planning and ensuring the

participation of the bLread masses.

ingeneral, the objectives of cocperative societies established

according to Proclamation (3% of 1478 include [Megarit Gazeta, 37th year,
Mo. 713

Cogheir

1) to develop self reliance and to promote the interest o
members ;

2) to put the means of production under the control of the
cooperztives and to transform them gradually to collective
property as may be necessarvy:

3) to increase production;

4) to expand industries;



5)  to conduct political agitation;
¢) to eliminate reactionary culturc and customs;

7) to carticigate in the building up of a socialist economy; and

3} to accumulate capigal and to mobilize human resources to

sustain economic development.

While the above provide the socio-economic and political objective,
the types of cooperatives to be established in accordance with the law
include:

1) Producers' Cooperative societies;

2)  Service Cooperative Societies;

3) Thrift and Credit Cuoperative Societies; and

L) Housing Cooperative Sucieties.

0f the various types of cooperatives included in the first group,
Agricultural Producers' Cooperative is ong. It is a Louperative established
by farmers in a PA. The law retains the powers and duties provided to it
by Froclamation 71/1975. Still this law, like the srevious law does not have

any provisiun on the organisation and administration of such a scciety.

2.2.1.3. COLLECTIVE FARAS' THE POLICIES AND
THE DEVELOPHENT OF COUFERATIVES 1 THE INIT | STAGE

In our discussions above, we ahave shown the way the ‘Collective
farms! appeared and have introduced the various policies which were directed
at providing a iegal ground for the emergence of Agricultural Producers’

Cooperatives. #As we have argued earlier, the 'collective farms' were



established before any of the two laws grovided in Proclamations 71/1975

and 1358/1478¢ and the 'directive', wiiich ought to be used by Deveiupment
Through Cooperation Campaign participants, were issued. Thus, the
teollective farms' which were established initially needed to be reorganis=
ed in sowe way to bring them in line with the directive (not th=t the

laws donot have any provisions on tne orjanizaiton and adninistration of
cooperatives). But it seems that Development Terough cooperation campaign

ended before such a reoryganization had taken place.

For a certain.period of time after the campaign, there had been no
single institution that had fully taken over the task of organising
Agricul tural Procucers Cooperatives in the country. The task belonged to
two institutions =« the then rinistry of Land Reform and Administration and
Ministry of agriculture and Forestry bevelopment. Since these two institu-
tions were not following any umnique #2y in organizing cooperatives, their
activitics seemed to have left the collective farms without any signivicant

change.

in 1377, the above two institutions were comdbined and formed #inistry
of Agriculture and Land Settlement. This winistry had a cooperative
development departinent within it. Even though this departient triei to
overcume the institutional probless and made an effort to coordinate the
activities of the cooperatives, it had not been successful since the power
of organizing such cooperatives was not relegated to it by any law. Thus,
the ‘coliective farms' persisted as they were established initially (wifﬁout
having uniformity in organisation and o.eration) until 379, duripg this

period, o single policy was practicaiiy applied.



iae persistoeice of the'collective farms' and the acscnce of zny
directive and/or law whicn was successfully applied in tae organization
and administration of cooperatives nave had various efiects and neantive

conseguances un the rurael life, 2n the coiiactive farms and the subseguent
developument of such socicuies. 1o most cases, especially in higaly
populated aress tne existence of 'ecollective farms' has acted as deterrent
to tne Jistrioution of land., Tnis was su Levause in densely sooulated
argas, the shortage of lana required their redistrisution. but tagir in-
clasion intu land distrivution was considered anti-socialist for they were
assuided to we ‘Ysocialist progerty'. soreover, the likelihood of the
existence of various influences in the distrioution of production which
was not male In accordance with distrioution according to work, aight have
created a nejative impression of farmers influencing the suosejuent

wevelopnent of cooperatives. Tne effect of such influences is partly
reficctau in Tavie 3.0 and j.z. The Tacles inuicate that tne Jevelopuent
of the cullective fTarws did nut show & steadily increasing tendency in
Nuiwer, aedsership and operation, .oreover, the incresse in the nunuer

of 'cuilective furms' was matened oy a Jdeciine in the number of menbers for

1572750,



Tabie ..1.bistrioution of

cetween 1376

/71 wad 15/3/60

Hoatlective Farms' Yehiorat

source: winistry of ajriculture, Peasant Association and
and Looperative bevelopment vepartment, Farmers'

T
Auiinistrative numoer of Collective farus demvership
Ke,ion _— Gy R e s B e o ST
. Jorly 1ilid jolly T3/50 follr 1if70 T/T3 19760
AFS i i i 1 3 WG b 3 L3 392
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Lritrea - - - - - = ~ =
Gamd Goffe Z 3 3 2 1330 2295 2245  obh
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hararye 3 24 ¥ 4 621 4396 5354 wyb
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shewea 1 2.3 24 25 3053 G365 Byeh 27b,
Sl daino - Q v} 5 - 14517 14671 1003
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dellega 2 3 g i0 321 YL G122 1403
we 110 5 i 4 i2 57U 1606 156 1o2b
Total 37 g4 bG 123 ol 214867 V7ZAY 12295
T bata not available.

Cuoperative rovement in Ethivpia (Amharic), June i353.



Table 3.2, Collective rarn Boldings - Estimates of sAresz and
Production for sajor Crops - area in thousand of

hectares and Proiuction in thousands of quintals

Type of 19/5/76 \575/77 1977/7¢ 1976/79  1973/8¢0
Lrup Area  irod  oaAred Frod mrea Prod  wrea Prod  drea
cereals bo.0 0.0 34.3  237.6 32.7 20/.5 36,0 230.7 5.0
rulses 5.5 4t.z t.9 22,6 Z.7 20.1 2. 7.8 14
Uthers 10,1 i u.d Te.y 7.3 24,1 7.2 21.0 1.8

Total 51.1 hbs.7 454 277.0 b2,/ 311.3 46.0 330.2 7.7

Suurce: WNBE, Annual Report 1933

3l v THE SECURND PHASE - THE wERiuE AFTER 19739
3.2.2.1, THE UDIRECTIVE FUR THE EST#BLISHAEST GF
AERICULTURAL PRODUCERSY CUUPERATIVES - A REVIEW
in June 1479, the Ethiopian Guverement issued a directive on the
establishment of producers' cooperatives. The directive was based on

Lenin's plan for building cooperatives.

The basic tenet of the plan is tu alleviate the masses of the

poor peasants from the yoke of pewerty oy pooing their small srivate
farms together and by furming large scale collective farms. Inurder to
realize the adbove ubjectives, the state would need to provide material,

educational, cultural, technical an. financial assistance.

Prod

1.0
b.b
149.4

197.4



The directive defines an Agricultural Producers! Cooperstive as

an economic orjanization of farmers which is establisheu throush gradual
transformation of individually owned means of production into commoi
ownershiy based on the will and common interest of farmers. Farmers will
carry any kind of work in Cooperaticn and distribute their products in
accordance with their common plan,

The objectives of Agriculturail Froducers' Cooperative include:

9

i} to abolish capitalist exploitation and to protzct the

"

crergence of any jround upcn which such exploitation
. ey cropup;
i) to increase agricultural production by utilizing modern
technologies and by transforming small individual fafmé

inty large - scale nas 3

iiij tu protect the political, econumic and social rights of
farmers by establisning and develosing a socialist system
in rural areas; ang

iv) tu create all favourabie conditions for plannel <irection

of the economies af farmers,

The above sbjectives are to be realized by transforming private

ownershiy of the rnieans of production inte social ownershig,

iccording to the directive while 1 single Agricultural producers!

Looperative is to be estaulished in cne P, it may be initiated by a number
of Farmers or by all members of the B3, it may also be established by

farmers _articipating in settlement progranimes or on previous collective faris.



members of = glven PA, or members 5f houscholds of the members of PA who
: 3 5

are above 10 years of age and unes ioyed teople of working age are
eligibls for membership in cooperatives.

A membar of producers! cooperative enjoys various rights: tu parti-

b

cipate in the activities of the coo_erative and to receive income zccord-

ing to his work, to participate in the administration of the cocjeratives and
ih its General Assemblies, to elect and to be elected and to utilize the
services urovided by the cooperative. But members must also fuifii the
fullowing Juties: to obly the rules of the cooperatives and to execute
resolutions sasseu by the General Assembly and the executive comaittee, to
abide by work disciplines and to fulfil their assignments, to accept const-

ructive criticisms and to protect public properties such as fourests and

animal resources from damage. +hen a member leaves the cuoperative either
by his own will ur when he is dismissed by conimiting a repeated act of
misconduct his land and other farm imnletents that e transferred to the

comun administrotion will not be returned to him.

Accoriing to the directive, the purpose of #gricultural producers’
covperatives is to increase agricultural uroduction by obolishing smail
holdings which can be achiewed bHy:

i) wutilizing fertilizers, improved seeds, pesticides,

imppoved agricultural implements and other appropriate
ayricultural technolusies;

if) employing sart OFf its land for aniwal grazing, by preparing

various types of animal fouder and by keeping livestock in a

hiealthy condition; and

iii) employing irrigation.



Ly
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besides the above, agricultural activities, sroducers' cooperatives
are also expectzd to extend their activitiss into marketing. In this
respuct, prouucers' covperatives will make consumer goods available for
ourchase to thelr memoers at a relatively lower  prices. .oresver,
they w#ill alss be engageu in the construction and provision of sucio=

economic infrastructures.

Politically, tue task of a cooperative includes fighting ajainst

anti revolutionary add anti developeent elements, reactionary culture

and customs as well as arwusing the political consciousness of its members.

The level of development of producers' cooperatives, according to

the Lirective, is measured by the degree of pooling of instruments of
sroduction irto the cooperatives for common use. in other worlis, it is

the proportion of the means of production that is available un.ier comnon
ownership which actually measured tie level of levelopment of producers’
couperatives. In this respect, Agricultural Producers' Cooperatives Jeve lop

. i
in two stazes:  nalba and Wolba

A valba allows 2000 sq. mts of lani for each family for private use

rmap——

and kepps the remaining land under its control and has the right to use

farm animals and other production tools which are under private ownership.
Since agricuttural implements are under nrivate ownership, the coo,erative
pays rent to owners fur using farm iazlenents. Because of this, at this
stage of development, the socialist wotto Hfrom each according to his
apility, to cach according to his work!' is not fuliy realized, The peincipal

of salba is thus, to transfer ,rouucti.n tocls from private to collective

ownership.

)

Lag



At the stage of wolba, on the other hasd private ownershic of
] s 9 i i

farm animals and other production tools 4111 be abolished and ali Means

of production that is under the control of the cocperative are collectively
owned. Payments that the cooperative makes will totally be basc. on the
amount of Tabur contributed by each member, Hence, a cooperative can be
called wolba when it reaches such 2 level that it transforms «l! land which
was used by inuividual farmers under one collective body, when ail farm
animals and Lroduction tools cewe under its contral, and members are all

paid accoriing te their labour contributed to production.  Odne Wwho works

more is paid wore, and one who works less will be paid less., The cooperative
motivates evaryone to work more and et more so that he may improve his

standard of living., But this does not mean that a member of a Wolba will

rewiain without land for his own private use. Each member of Wilba, will

have land »f up to 1400 sg. mts. which he Ay @se as a garden plot,

Producers' Couperatives, as discussed above, will devels: in two

stages. iiuwever, when each producers! cooierative at the olba stag

reaches & hizher technological level, when its productive capacity increases
anu when specialization on various production activities bécome assibie,

a numer of croducers' cooperatives may form unity to create what is knuwn as

«elland.  Befure furming the unity, each producers' cooperative at “Wolba stage
e ————

will be registerau by the Ainistry of Agriculture and will be offercd a legal

=4

Jersonality. Unce it entered in to the formation of welland with unity with
others, however, the legal personality of each of the cooperatives forming
the unity will be concelled and a lezal personality will be bestuwed to the

new anal;amated body to the welland., Each producers' cocperative that formed

-



the unity will then becume a Brigade of the Jeiland. Un the average,

while a Br gade will have 500 meibers and holus 200 hectares of land,

welland will have 2500 members and hold 4000 nectares of land.

Agricultural producers' cooperatives, at all stages of their
development will be direct?%y iifferent bodies including the General
Assembly, the Executive Committee, Davalogment Committee and peoules
control comsittee. Agricultural Producers' Couperatives in their
operation znd management follow the principle of bemocratic Centralism
and they uperate according to a work plan,

s far as the distribution of incume is concerned, the cooperative
after distributing its income among its members according to taeir work,
will allocate the remaining for various activities in the following
proportions: G0 percent of productive investment for the coming crop
season, i.e., for working capital and fixed capital, 25 percent for
reserve fund, 13 percent for social activities and 2 percent for material
incentive.

o
2.2.2. THE INCEMTIVE GROUND - TAX, CREDIT A«D rARKETING PULICIES,”

Various incentive grounds have been provided by the Ethiopian

Government by means of its policies in order to encourage the develop=

ment of Agricultural Producers' Cooperatives.



TAX_POLICIES

The incentive that the state nrovides to the development of producers!
cocperatives through its tax policies can Le seen in prociamation 155 of
1975 - The Income Tax Amendment proclamation - add proclamation 152 of 1970
Rural Land Use Fee and Agricultural Activities Income Tax Amendment Procla-

mation.

According to the Income Tax Amendment Proclamation, while individuals
who obtain their income from any business pay income tax according to the
rates set by the law add business organisations pay 50 percent of their
taxable income as income tax, cooperatives as business undertakings do not
pay any tax. Further, members of such cuoperatives also enjoy a tax free

limit of su0 Birr on their annual income.

The Rural Land Use Fee and aAgricultural Income Tax Amendment

proclamation requires all farmers to pay the Government for using the land
given to them = a land tax but the amount that is paid by members of
proudcers' cooperatives is enly 5 Birr er annum, while the amount that

is paid by non-meubers is 10 Birr.

CREUIT POLICIES

In present day Ethiopia, where banks are under the monopoly of
the state, their credit activities are regulated and coordinated in accordance
with the state policies. Since the National Bank of Ethiopia is empowered to
cookdinate and rcgulate credit activities, it has.issued the credit olicy by

wnich all hank credite are governed.



Twe princiygles underlie the cradit policy of the Cank:

i) The principle which states that in socialist economies the
role of banks is hasically to wobilize all idle financial
resources fTrum all sectors and provide credit to those priority
sectors according to the stats plan.

ii) The principle which states that banks and financial institutions
are responsible to provide all the credit reguired by the various
secturs of the economy as lon as the money lent out is matched

by tne value of goods and services produced or to be produced.

[o.9)

ased on the above two principles, priority sectors are identified

on the basis 0f the socialisation criterion ani the Jevelopment criterion.
According to the sucialization criterion, banks will accord preferential
treatuent to the socialized sectors, i.e., state enterprises and cooperatives.
The developnznt criterion, on the other hand, takes into account the
interrelationship of the different sectors to enhance development and the
extent of contribution of each to the weifare of the broad masses. Based on
this criterion, among the various sectors of the economy, the highest

priority was given to agriculture.

diven the above policy of the Bank, SAgricultural Producers! Cooperatives
receive credit priority next to state farms. #Moreover, producers’ cooperatives
also enjoy preferential treatwent in payment of interest rates on loans obtained
from Banks. Thus according to the interest rate policy of the Bank, which
; "

become effective as of July i, 1968, while Agricultural Producers!' Co-

operatives pay 5 percent on their loans, government owned undertakings and



individuals pay @ and j percent respectively on their leans. In fact, as
far @s intarest .ayment im concerned, cooparatives obtain the highaest

priotity.

Producers' cooperatives also obtain credit from service cooperatives

free of any interest payments.

PRICING AND ARKETING POLICIES

To enhance the developuent of already established producers!
covperatives and to attract farmers to form cooperatives, it is argued
that a system which combines attractive prices and better supply services
of the insuts (that are utilised by such enterprises) and of the pricing and

marketing of their outputs must be set.

On the ingput side, starting from 1980, the price and marketing

system has Tavoured the cooperative sector relative to the individual peasant
sector in the sale of fertilsers. In uencral, starting from 193¢, coopera-
tives have been enjoying a price differential of 10 Birr per quintal in the

purchase of fertilizer. They also receive priority in the purchase of other

inputs ~improved seeds and insecticides and herbicides.

On the output side, in delivering their products to the Agricultural
Marketing Corporation at fixed prices, cooperatives also-enjoy higher prices
for their products than individua! farmers. Accordingly starting from 1980/81
while cooperatives have been cnjouing & price differential of 5 Birr per
quintal in the sale of Teff, wheat, pulscs and oilseeds, the corresyponding

srice Jdifferential for barley, sorghum and maize have been b4 birr per guintal,



THE TEN YEARS PERSPECTIVE PLAM ANu CUOPRERATIVES DEVELGPRENT

5¢ far we have endeavoured to show the legal ground providea! o

~<

the Revolutionary Government to enable the emergence of Agricultural Pro-
ducers' Cooperatives and the incentive ground extende: for peasants to
attract them to form such enterbriSQSnBesides the legal and the incentive
grounds which we stated above, the Ten Year Perspective Plan gives a

strong emphasis to their development and draws strategies which will enable
the formation of additional 14,197 agricultural producers' coopesatives

in the ten years for which it was drawn (1983/84 to 1992/93). Wwhen that
number of cooperatives is established as anticipated by the plan, the
proportion of households which all the Agricultural Pruducers' cooperatives

contain will reach 52.1 percent >f the total agricultural households,

. ; 3 § %
To achieve the stated objective, the Ten Year Plan,” anticigates

to guide the development of producers' cooperatives by the strategy of
integrated rural developuent by selecting localities suitable for the
expansion of pruducers’ ccoperatives and by consclidating those which

will concentrate, as appropriate on s;ecific products. #nd this strategy
of integrated rural development is a strategy which ensures the coordinated
provision uf technelogical, economic and sucial services necessary for

raising the productivity of producers' cooperatives.

The strategy of the plan anticipates to take all necessary measures
to provide cocperatives with the rejuirad improved instruments of roduce
tion such as tractors and combines on c¢redit purchase arrangements for these

that can afford it, or on a rental basis fur those that have not attained
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such levels of development, and to extend repair and maintenance services

in the rural areas,

The plan also anticipates to take all measures that will raise the
productivity of producers' cocperatives significantly, to extend the supply
of improved seeds and pesticides as well as similar services to introduce
improved farming and management methods on the basis of research findings
and also to make an extensive use of irrigation schemes in order to free the

peasantry frowm the vagaries of nature.

what then is the practical effect of all the abovei
3.4.2.3. TAE UEVELOPHENT OF PROUUCERS' COLPERATIVES ifl THE SEC.MD PHASE.

The directive issued in June 1973 officially puts an enZ to the

activities of the previous collective farms [Yemahiber irsha]l. These farms

should cease their o.eration in the oli ways because, the directive grgues,
principles
they Jid not follow the basic of Agricuitural Producers' cooperatives in

their organisation [FMAC, 1379, . 12].

On the other hand, the uirective looks at these farus as a possible
basis for wstablishing Agricultural Producers' Cooperatives in aceordance
with its own provisions. Thus, the .irective states thas an Agricultural
produceres' cooperative may be established on pervious ''‘collective farms"
by organizing poor farmers who are sclected from Pas which previous!y used

to cultivate that collective farm.



in Movember 1981, 18 months after the directive was issued,
54l cooparatives (139 in Wolba stage) were reported to have hbeen organised
in the country in line with the provisions of the directive. This is

provided in Table 3.3.

Table 3.3. Agricultural Producers' Cooperatives as of

Movember 1981

Administrative Number of Coopts Total Number Land Holding Drought

Region Malba Wolba Mg;bers (Hectare) Animals
Arsi L6 1 2205 6530 339
Bale kg 15 Lhhs L5 3531
Gamo Goffea 7 5 2871 3249 1286
Gojjam 1 22 1067 3847 1102
Gondar 28 2 1878 5574 2701
Hararge 45 18 4135 4751 2467
111ubabecr L5 S 244 7665 1333
Kefa 21 1 1175 2ks5 589
Shewa 54 25 6068 14508 3482
Sidamo 22 - 4Ga6 8L i1 355
Tigray 7 ® 332 391 150
Wellega 64 12 6081 18209 5479
Wellc 11 25 Lp82 5685 2114
Total 405 135 L1627 85781 25928

Source: Ministry of Agriculture, Peasant Association and Cooperative

Development Department, Farmers' Cooperative Movement in

Ethiopia (Amharic), June 1983.
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Even though most of the cooperatives were established during the
stated period of time, it is likely that some of these cooperatives
which appeared initially, came intc existence as a result of the re-
organization of previous " collective farms' which were run by PAs and
settlers. From the beginning, conperatives have been increasing over-
time. This increase in their number, membership and their holdings can

be seen from Table 3.4,

Table 3.4. The Development of Agricultural Producers' Cocperatives

[1980/81 - 1986/87]

Number ofz Number of2 Resourcos i
Cooperatives Coopts
Year Malba Wolba  Registered {zSTZEEETAZ) k:g? B TREERSE (ﬁ??:?zl
Birr)
1930/81 Los 139 32 34,533 36,357 89,041 29 -
1981/82 7hb 262 67 60,0658 151,759 42,643 L -
1982/83 799 397 129 “g,835 139,261 A1,176 L6 30.5
1983 /84 952 497 179 94,368 165,407 82,166 76 45.8
1984/85  1i55 601 191 132,872  201,28C 120,372 86 59.1
1985/86 1497 826 225 190,32 292,247 191,447 137 83.5
1986/87 1953 969 31/ 239,450 397,271 230,997 252 115.8

Source:1 Ministry of Agriculture, Statistical Book of Agriculture
(Amharic), Addis fAbaba, 1987.

2. Ministry of Agriculture, Peasant Association and Cooper=

ative Development Department, Annual Report, Various issues.
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NOTES TC CHAFTER 3

1.

The transfer of Rist Land will provide a right of holding-cver the
land so transferred. The land :ransferred as Rist Land however,
may not be sold or otherwise alienated by the cooperative without

the prior consent of the Ministry.

Two other studies, one by Kebebew Daka and another by the Ministry
of Agriculture, have reached at the same conclusions. For details

see, Kebebew Daka, Cooperative Movement in Ethiopia,[ Addis Akaba

University, College of Social Sciences, 1978] p.41 and Ministry
of Agriculture, Peasant Association and Cooperative Development
Department, Farmers Cooperative Movement in Ethiopia,[ Amharic,
June 1983].

Peasant Association is established on an area of 800 hectares of Land.

See page 3; of Provisional Military Administration Council, Directive

for Establishing Agricultural Producers Cooperatives, [ Artistic,Print-

ing Press, Addis Ababa, June 1579].

Field observations indicate that incentives provided through government
policies, except those on sale of outputs, are available only for re-

gistered cooperatives.

Producers' Cooperatives, which are not registered, however, pay on
interest rate of 7 percent on loan that they obtained from registered
service cooperatives. This is because service cooperative provide

lcans to producers cooperatives from credit that it obtained from banks.
Under this condition, the producers' cocperative not only pays the

5 percent interest rate, but alsc additjonal 2 percent to cover costs

incurred by the service cocperative.



7.

Higher AMC price for the products of the cocperatives may not
necessarily imply that cooperatives are botter off than individual
farmers since the latter may salz their products produced ahove
quota on the open-market. For details see Chapter 5.

The ten year prespective plan draws all its strategies from the
Programme of the Workers party of Ethiopia. Sec Workers party of
Ethicpia, Programme, Endorsed by the Founding Congress of the
Workers Party of Ethiopia [ Addis Ababa, September 1984] pp. 61-66.



CHAPTER &4

PERFORMANCE EVALUATION: A MACRO LEVEL ARALYSIS

In our discussiocn of the historical development of Agricu?tural Producers’
Cocperatives (APCs) in Ethicpia (Chapter 3), we concluded that irrespective
of the various legal grounds provided for their deveiopment APCs did not
develop in the country during the pre-revolution pariod. They have been,
however, developing in the country as a whole in the post=1974 period. This
has been true particularly for the period after 197S. in general, the theor-
etical and ideological considerations provided in Section 7.2.1. seem to
form the basis for the development of cooperatives in Ethiopia-considerations
which have found 'cbjective expresion' in the June 1979 Directives. How much
has the Ethiopian Government been successful in that Tine 7 Are the cooper-
atives(so far established) really in the direction of fulfilling the basic
economic tasks for which they are created; that of meeting the food require-
ments of the people and supplying industry with agricultural raw materials
which can only be achieved by increasing producticn and productivity 7 This
part of the paper is thus directed at the performance evaluation of the coop-

eratives at a macroc level since 1979.

k.1 TEMPORAL ANALYSIS,

From the very beginning /PCs grew steadily but slowly in number, member-
ship and other material rescurces. This can be ohszrvad in Tables 3.4 and b1,
The average growth indicators have, however, shown variations in those seven

years. While the averace number of members varicd beiween 68 in 1281/87 and



82 in 1985/8G, the average size of farms ranged from 67 hectares in 198./81
te 151 hectares in 1981/82, The availability of ox-power/farm has also shown
avairation. It has varied from a minimum of 42 oxens per farm in 1961/82
to 82 per farm in 1985/85. The average number of membcrs, hectarage and
oxen per farm for all years was 70,116 and 61 respectively.

In general, the growth of APCs was slow., Table 4.1 shows the growth
rates of different indicators.

Table 4.1. The Development of APCs in Number,

Membership and Resources.

Year Number Membershis Land Oxen Tractor
1981/82 64,6 159 317 .1 4§ .8 62.1
1962/83  18.9 32.9 2 W3 ok
1983/84 2L .5 18,9 18.8 3h % 15.1
1964/35  24.6 4.3 21 .7 L6 .5 3.1
1985/06 5.1 5.5 L5 .2 6.6 59.3
1986/8,  25.7 25.6 35.9 20.7 91.2

Source: Calculated from data on Table 3.4.

Table 4.1 shows a numuer of important results. The tendency of making
farms very large, relative to other resources, whizh was seen in 1981/82,
was reversed in the four years that followed during which the rates of
growth of both manpower and animal rescurces axceeded that of hectarage-

a situation which steadily reduced the land-man and lznd-oxen ratios or



has increased the intensity of the use of both manpowar and bultock

power in these farms.

With the exception of 1082/83 and until 1985/96, the tendency in the
cooperative farms has been one of decreasing the intensity of machine power.
That is, in those years the rate of increase in hectarage has exceeded
that of the increase in machines. In 1985/86 and 1986 /0, however, cooper-
ative farms have been relatively more machine intensive. In fact in 1986/867,
there seem to have becn a substitution between the utilization of tractors
on the one hand, and manpower and bullock power of +ha other. |In that year,
pboth the land-man and land-oxcn ratios increased whilc the land tractor

ratio decreased. Refer to Table h.2

Table B.2. Resource Intensity in Looperative Farms

RATI1OS
Year Land/Hembership Land/Oxen Land/Tractor
1981/82 2,57 3,50 3225.9
1962/83 1.7h 2,30 2116,0
1983 /84 1,74 2.00 21:6.5
1984 /85 1.51 1.67 2340.5
1985/56 1.51 1.52 2132.7
1966/8 1.65 P¥ - 1515.2

source: Calculated from data on Table 3.%.



Froduction

Unlike the input side, whose growth has been ralatively steady. the
production side is marked by fluctuations. This is indicated in Table 4.3.
The very sharp decline in total production expreisncad in 1980/81 did not
reach its 19/9/80 level until 1983/84. That again was followed by the
1984/85 drought year during which production showzd a3 decline. As a result,

production grew at an annual average rate of only Z.18 percent.

Table 4.3, Mationa! Estimates of Productiocn of Major Crops
in £thiopia For Cooperatives .

1979/30 - 1985/86

Thousand Quintals,

CROP

Year Creals Pulises Others Total

1975/80 1634, 45 103.02 13,58 1151.00
1980/81 514,77 43,50 5. 81 674,08
1581/82 685,48 87.11 17.82 79k . 41
1982/83 799.32 127 .62 21.5 958.91
1963/64 1086 .62 133.00 23.0% 1242 .91
1984 /85 946 .87 89.42 29.54 166£.83
1565/86 1462.,18 139.81 3E.3% 1637.38

Source: Central Statistics Authority, Time Scrics Data on Area,
Producticn and Yield of Major Crops 1%2°9/80-1385/86,

Addis fhaba, Oct. 1987,




Civen the steady increase in resource use, and fluctuations in
production, it is not difficult to observe the decline in the overall
productivity of resources. The productivity of land (Quintal/hectare)

between 1979/80 and 1585/85 is given in Table 4.4,
g

Between 1979/80 and 1965/86 yieldzégbperative farms has dec! ined by
about 4.5 percent, making an annual average rate of change of -0.65 percent,
Gbviously, part of the decline in production and vicld is explained by the
climatic situations {drought condition) of the country. Wwhether part of
the decline is attributed to other factors is a matter which we will try

to explore in the next section of this chapter.

Table 4.h. Hational Estimate of Yield of Major Crops in

Ethiopia for Cooperatives- 219,9/57 - 1985/86

fuintals Per Hectare

Year Cereals Pulses Others Total
1979/80 8.82 5.58 4,36 8.29
1980/81 2.98 4,88 2.5 8.15
1981/8% 7.29 ' 4.58 3.64 6.70
1982/83 §.62 9.43 2,98 8.53
1963/84 6.69 5.36 1.13 6.0k
1984/85 7.09 3.8 2.25 6.29
1985/86 8.13 . 5,24 2 B 7.47

Source: €%A, Time Series Data on firea, Production and Yield of
"ddis Ababa, Oct.1987

Major Crops 1979/80 -19¢5;




The situation of productivity of labour appears to be more serious
than that of Tand. On the basis of the data in Table 3.4, labour force
in the cooperative sector, betwean 19560/81 and 1985/86, was arowing at
an annual average rate of 17.3% percent. During this period, however,
production of the main crops wasz increasing at a rate of 6.42 percent per
year. Assuming that no family labour and transfer labour is used in prod-
uction, it means that productivity of labour during those ycars was declin-

ing at an annual rate of 5.93 percent.

L.2. COMPARATIVE ANALYSIS.

Iin Ethiopia today, aside from the cooperatives farm sector, crop
production is also taking place in both the individual farms sector and
the state s:ctor. In 1985/85, while the individual farm sactor acccounted
for?;ac;rcenf of the total crop production, the state sector accounted for$.a,

percent of the total. How did the cooperative farms sector performed

relative to these two other sectors?

Moreover, judgement about its performance also requires an evaluation
relative to the performance of the same sector developed in other countries.

This section is thus devoted for that purpose.

Table 4.5 provides yield figures for the three different sub-sectors.
As one may clearly see from that table, in all the seven vears, for which
data is available, while state farms operated best, the cooperatives oper-

ated worst. The yield on peasant farms, in all the given years have been



tess than those in ths state farme and greater tha» those in the cooner-

ative farms wector.

Table 4.5, Estimates of Yield at Major Crops in Ethiopia For

Private Holdings, Cooperatives =nd State Farms.

Private
Year Couperatives Holdings State Farms
1979/80 8.29 12,46 1£.66
1980/81 §.15 1161 13.77
1981/82 6.70 11.20 14,76
1662/83 8.33 12.96 14,78
1983 /G4 G.04 11,15 14,84
1984 /85 6.23 8.23 14.32
1985/8¢ ;. k7 8.8 13.02

~
]

Scurce: L34, Time Series Data on Area, Production and yield
of Major Crops, 1979/80 - 1935/2%%, (Addis Ababa,

Oct. 198:) pp. 14, 20 and 23.

Further, if we take the averages of the seven years, which are 7.32, 10.92
and 15.45 for the cooperatives, individual peasant farmers and state farms
respectively,; we see that wihile yield in the APCs is less than the state

farms by 52.& percent, the comparative figure for private holdings was 29.3
percent. Moreover, a comparison of the APCs and Frivate holdings indicate

a yield for the cooperatives which is less by 33 nmercent than the individual



peasant sector. Evaluzted in terms of yield, thercforc, the relative
performance of the cooperative scctor lags behind both the state farm
and the private sectors.

in his " Comparative study of Transformation of fgriculture in
centrally Planned Ecoromies? The Soviet Union, Eastern Europe and Mainland
china't, Karcez argues that the transformation of.agricuiture in all the three
areas has (so far) passed through threc separate stages; the precollectivis=~

. 1 i 2 .
ation stage, the stage of command farming” and the decompression stage

sach of which may be legitmatcly viaucd as o transformotion - © {gs cwn
(Karcez, J.F, 13°2;.

The first stage includes chances in 1ind tenurc and some institutional
arrangements. The second stage is the stage associated with the implement-
ation of initial industrialization drive and the corresponding strategy of
surplus collection. in this stage agriculture becomes a direct, rather than
an indirect supplier of marketable surplus, of farced savings and labo-. T«
implement the strategy of surplus collection, sets of institutions emerge
and widespread- the most important of which is the collective fﬁfms; The third

stage is related to efforts that are directed at mitigating~ the environ-

ment of command farming.”

The socialist transformation of agricul ture emergad first in the U.S5.5.R

and the duration of each of the first two stages was considerably longer,
g Y
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there than in any other areca. The precollectivisation stage of peasant
farming is said to have ended there in 1929. The secena stage have come

to a close in 1953. Decompression is still in progress.  In Eastern Europe
the duration of both the first and second stages were relatively shorter,
The campaigns to collectivize in all the East European Countries begun in
1348/49. This marks the beginning of stage two. #As in the U.S.S.R the

third stage, in Eastorn Europe started in 1953.

Given the above, we may see that any reasonable and meaningful inter-
country comparison which includes Ethiopia must be confined to the pracllect~
ivisation stage. Charts .1 and 4.2 show the situation of cooperative dev-

elopment in different countries.

Chart 4.1 indicates that, in terms of growth of number of cooperatives,
Ethiopia in her present, precollectivisation stage. has performed better than
any other country in their comparative stages; except Poland who has returned
to peasant type agriculture in 1956, Chart 4.2, however, indicate that in
terms of members of cooparatives, growth in Ethiopi= at th: rrcsent, “re
-ecllect viscti n stase has in ~enaral e si~wer than ~ther countries,

in their comrarative stane excert Hungory.,
Growth is not only siow interms of members of the cooperatives in
pre collectivisation stage, bui it is also slow in tine relative to any

other country, that is, the pre collectivisation periad, has now taken
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a longer period than any other country. Should we then gricve for that
anc rush into the mass collectivisation stage ? Before we decide for
that we should:

i) see into what the forerunners think about their past:

ii) think in terms of ourselves - Our objective conditions.

Even though the second point is that we will reserve for discussion
in Chapter 6, the first needs to be commented. In that respact, Gorbacher
in his spesech at the hth All tnion Congress of collective farmers has exp-

. . 3
ressed his views than.

Numercus Campaigns initiated from above did serious harm
to the economic position of the collective farms. The mania
for everything huge in production, all sorts of reorganization
and limitations and bans on personal plots and on the development

of cottage industrics caused a tot of damage.

The conscguences of this kind of attitude o collective
farms, and to cooperatives in general are well known., We still
feal them. We should include among them the slow progress in
the solution of the food problem, the shortages in and narrow
choice of many consumer goods, and the limited range of daily
services. As a result of these things, we have untapped labour
reserves and losscs in material resources. Finally, they have
led to a serious weakening of the major social factors of dev-

elcpment.

We must admit today that this policy as regards the coop=
eratives has been erronecus. A£s a result of departing from
the Leninist Principles of the cooperative movement, the country
and its economy have suffered substantial setbacks in political,

moral and social terms.



But this does not mean that we should totally give up cooperat-
ivisation. It, however, means that the cooperatives must be establ ished
by the initiative and creative power of the people themselves. This
according tc Gorbachev, is of fundamental importance, for no cooperative
can successfully be established from above. anly initiative and creative

o

work from below can produce living and full blooded cooperatives and give
! d p q

them a2 truly mass character.



Notes to Chapter i,

1

I

Precollectivisation pariod refers to the period which preceeded the
beginning of mass collectivisation. In the precollectivisation period

collective farms have already started to appear in all countries.

Interms of the develosment of collective farms, this stage is also

called the period of mass collectivisation.

For a detailed characterisation of the three stages see J.F. Karcz, The

Economics of Communist Agriculture. Selected papers, edited by Arthus

Wright. (International Development Institute, Bloomington, Indiana,1979)

Gorbachev, #., Using~the potential of Cooperatives For Furthering

Perestroika, Speech by General Secretary of the CPSU Central Committee

Mikhail Gorbachev at the 4 th All-Union Congress of Collective Farmers,

(Novosti Press Agency Publishing House, Moscow, March 23, 1988} -pp 12-13.



BiARCE EVALUATION: 4 iidCRO LEVEL scALYSES

The ' level analysis which was urovided in the orececding
chapter was directed at a very general avaluation of the cooperative
sub-sector, it was an attempt at shading light, rather than providing
accurate fijures, on the performanice of that sub-sector relative to the
two other sub sectors, i.e., state farms and private individual holdings.
This cinapter is thus directe.d at overcoming some of the shortcomings of
the inacro=level evaluation and is spacivically directed at evaluating

toe aliocative efficiency oF tie cooperatives at micro level.,
¥ ?

o THE STULY REGIHJ

Selelo  GEERAL
nrsi, the study region, is mastly 2 hilly highland plateau demarcated
froal the surrounding regions by rivers and lakes. Its border with Shea
Keyion is partly the swash Kever and the takes of «wai and Lanjano. The
sodthern and south-eazstern boundary is the tabe River, and the eastern and

north-eastern border is the Shenen River,

Before tie establishment of the Republic, in 1387, the région1 wis

divided into 5 Awrajes and 21 Jercdas. <Chilalo, the laryest mwraya of the
three, covers zbout 47.5 percent of the 23, OM7.7 square kilometers of the
region. Tichs covers about 3U percant of the area of the region while
Arbagyuyu, the renotest of the three /wrajas, covers about 5, 387.5 squarc

kilometers.



105t of the region is situated on the lava nleteau whose altitude

ranges frowm ZUUO to 2,U0 meters above seaicvel. The central and castern

vignland platesu of tihe region, however, lies between 2500 and 300G Ometers
bt 3 = 2 2

above sea level with peaks of more than 490U meters. vestward in the

low lanu zone of the region is the rift valloy.

The mean annual temperature registered in 4 meteoroloujical stations
for the iast 16 yeurs varied from ijG and léd Centigrades in tnb C”“trd]
and estern highland plateau at Bokji znd Tena respectively to 15 and
i]u centigrades at Assasa and Kuluinsa resgectively. The averase total

rainfall in the region, over the last il years, has varied from €33.5

. _ aed 4o mans
and /83 mms at Assasa and kulumsa to 1124 mins , at Tena and Bokji respectively.

i

The main reainfall season extends from June to September.

According to tne census of 1)0%- the total popuiation of the

ot
: o —— . . ; 2
region was 1,004,252 of which only 5.5 percent lived in the uroan areas®,
The average density of the pouulation in that year aaking 70.3 nersons per

square kilomcter. The average family size is 4.7 ptr50n° (€entrad

Statistical Office, 13d0). The feazie .opulation in the region is suproximately
equal to the male population. The working aye population is about 35 percent

(viinistry of agriculture, 1480).

fbout ¥3 percent of the population live in rural areas and are

]

engaged in ayriculture. Uf the total farming population, JU.7 percent are
mixed farmcrs, 8.3 percent are crop producers and the renaining 1 percent

are livestock breesders.



Lrop cuitivation, the most iwgsurtont agricultural activity of the

reyion, is carrieu on cbout %33.» thousanw hectares of land in i3k,
piost of the land under cultivation is devote: for anrnual crops. o7 the

annual crops, cereals, arzs widely grown in the region covering .ore than
o] sercent of the total area under cultivation. These are followed by
pulses and oilseeus which together are jrown on about 13 percent of the

cultivated area.

Farming is largely carried using oxen and simple farm inplements

tike 'varesha','Doma' and'Dengyora'. Of the total farming families in the
region, in 1332, about 58.2 percent owned Z or more oxens, 24 percent

owned only 1 and the rest, i.e., |7.u percent owned none. iargely influenc-
s, CALU and ARLU, farmers in the

ed by the activities of develupient agenci

©

(2]

region are #air utilizers of technd>iogical inputs, such as, fertilizer,

improved seeds, nesticides and herbicides, while bd percent of the farmers,
in 1963, used fertilizer about 21 sercent used improved seeds. Fertilizer

is largely used in the production of cereals, namely teff, barley and #Best.

The reyisn which covers less than two percent of the total area of

the country contains asout / percent of the area under ajor crous and
produces more than & percent of the major crops. Because of its favoura-
ble agricultural resources base and the utilization of yield increasing

inputs, yield per hectare in the region has, for all crops and in all years,

been greater thaa the national average. in Tact, in most of the years,
in most crops, the vield in the rejion nas been the highest in the country.

§ o B i § ; : : 5
ns a result, rrsi is designated as surplus producing region in the country”.



The region, in 1303, market2ad 40 percent of its wheat, ZJ percent

of its oarley, u.4 gsercent of its 'teff' and about t.h4 percent of its

naize productisii. Jf the total crops marketed in that year, 73.1 percent

O

came from Shilalo Awraja and 11.6 and 9.3 percent from Ticho and

Arbagugu respectively.

The average income of an aariculturai household in the region, in

1905, was 334 Birr, varying from 334 in Chilalo to 432 in Ticha, farmers

in Arbayguju recéiving about the average.

Bin | wila COUPERATIVES DEVELOPGEST i THE RELIUM

The history of the emergence of APLs in Arsi Region goes back to
1976/77, when 4 collective farms, referred to as 'Yehibret Irsha' then, were
reported te have been established. In i3di, when the Directives for
Establishing AFCs was issued 47 cooperatives were reported to egist in the
region, 4o in .albe and 1 in «olba staje. These cooperatives in the region
constituted about U.b percent of the total cooperatives in the country then.
Since that time, coo,eratives in the region were growing in number and
stage of socialization Thble 5.1 together with Table 3.3 give the develop-

ment of the cooperatives in the rejion.

RBetween 1400/81 and 1346/387 the nunber of cooseratives, their
memders, total cuitivated land, nuwiber 5f oxen and tractors owned by the
covperatives in the region have grown 2t annual average rates of 30.4,

i

§1.2, 3u.1, 72.5 and 52.5 percent, respectively.



Table 3.1, Agricultural Producers' (ooperatives
in Ethiopia = i9.5/3/

Number of

Cooperatives Number of Total Cultivated Number of
Region Malba Wolba Members Land (Hectare) Oxen
Arsi 76 319 39471 : 81575 54683
Bale 53 63 5593 11892 7183
Eritrea 6 3 250 228 77
Gamogofa 13 7 2941 4043 2069
Gojjam 440 37 54012 101230 56127
Gonder 123 5] 8361 15557 6113
Harrarghe 63 192 23366 22664 11402
I1lubabour 102 6 5247 5497 3127
Kefa 145 12 7026 8655 5912
Shoa 483 147 31887 61831 42789
Tigray 5 i 370 551 250

Well:ega 121 114 13353 1863C 11941 ;

Hello 197 62 34083 36124 27686 1
Total 1953 969 239450 397271 230997

Source: Ministry of Agriculture, Peasant Association and
Cooperative Development Department, Annual Report.

1979 EJC.




The above fijures give fmportant Twplications asbout the development

of wPCs in the rejion.  # comparison of ratus of Jrowth of the number of
covperatives and their aenbers shows sn  inicrease in the average nusber
of wmeubers of tine coopceratives. Jn the other hand, a comparison of the
rates of growth of members of the cooperatives and their cultivated land
iddicate a decline in the average land sizec per member between the given
years. Since the rate of growth in the averaje land holding has been
less than the jrowth rates in neusbers, oxen and tractors, the cooperative
farms in thz region, have been more and more resource intensive, that is,
the man-land, oxen=-land and tractor=iand ratios have shown an increase.

This however may well vary significantly among cooperatives.

The yrowth of cooperatives in the region, in all the variables given

above between the years specified has exceeded that  of the whole country.
The national jgrowth rates in nusber, membership, land holding, ownership of
oxen anu tractors were 24, 25, 21, 31 and 36 percent respectively,

The cooperatives in the region employed 46 percent of the totai

-~

fertilizer, /2 [ercent of the total improved seeds and 34 percent of the
total bank creait directed to the cooperative sector in the country in

1995/3%.  In 311 cases it was that rejion which received the to: priority.

iis far as production is concerned, we find that while the oroduction

of wajor crops b/ the cooperatives in the region increased at an annual
average rate of 4 Jercent between 197;/80 and 1335/85, the total area under
these wajor crops rose oy 12 percent. The comparative figure $or the coopera-

tive sector in the country as a whole between those twu years were 5.3 and



0.5 percenit respectively. Given these figures, we see that while yield
in the major crops in the region, in between the specified perio. of
tivie, was increasing at an annual rate of 2 jpercent, yield in tae country

was aeclining at a rate of 1,2 percent.

A comparison of agricultural development in terms of area under

major crops and production of major cruops in the region as a whole and
that of the couperatives in that rogion produces slmilgy results. in
between the above given two years while the area undér major crops in the
region was increasing at an annual averagz rate of 3.9 percent, production
was increasing by about 2 percent. Tho very high rate of growth of
hectarags and production achieved 5y the cooperative sub sector on the
one hand and sualler rate of growth recorded by the agricultural sector in

the region on the other, resulted in the growth of the share of APCs -

while the reyional share of the cooperatives of areca under major crops
increased from about 3.0 percent in 1273/80 to 6.7 percent in 1355/66,
their sharc in production increased from 2.7 percent to t.3 percent during

the same period,

Even though the levelopment of APCs in the region has in general

been faster than in other regions the pace of development of the two

socialisation levels has not been the same.

Unlike all the other regions of the country, in Arsi the development
of wolba (the second stage in the development of APCs) has in general been

“ 63

faster than raloa (the first stagel. Thus, between 1330/31 and 1935/67,



while the couperatives in the first stage of development, grew at
¥ ot i

&n ennual rate of 7,17 wercent, thuse in the sccong stage grew at an

annual averaje rate of 92.3 percent,

dalbas and Lwolbas in the regicn do have a clear distinction in
one respect = in terms of the average numder of their members. in general,
rialbas have a smailer number of members than Wolbas. in this respect,

while the average number of members in ‘-.ubl.‘_:as in ]385/80 was lf.,'_", the ¢
el
s - g .

Comparative fiyure for maibas was oniy 58.

As far as their distribution across Awrajas is concerned msst of

the cooperatives arc concentrated in Chilalo. Of the 378 AFCs in the
region in 1985/8¢, 66.7 percent werc found in that ‘wraja, 22 percent in

Ticho and 11.3% percent in Ardagugu.

5:2. THE wETHOLOLOGY

in oruer to evaluate the allocative efficiency of APCs in the

region, a sanile of Cooperatives was considered.

Pul sl SAMPLIHG PROCELURE

APCs in the region, in 5oth stages of development, were arranged into

different strata on the basis of input facters.7 A list of cooperatives

in the regiun in 1386/37, containiny da{a on inputs and other social
indicaturs, obtained from the dinisty of Agriculture were used for this
pu}pase. The stratification made on the Sasis of those data is provided
in Table 5.2, Two important ratios, nameiy ox/man and land/man ratios were

used in forming the strata.



Table 5,2,

Looperatives in Arsi

Classification of Agricultural Producers?

Region Based on

Input Factors - 1458:5/97

Malba Wqlba
Land y Land |
Per Oxf\\\, Per f
Ox man Pap man)!
Per man Ha j o 3 1
man \\\ 3 1 -3 S ]
2 4 5 : P ! 15 0
5 5 . 51 15 = 2 ‘ 116 2
1 - 1.49 96 3
1 - 1.49 0 15 !
|
1 0 10 1 -;’ 37 5
0] 0 1 i 0 J it 0
- H
(A} (B)
Wolba
= Land [
Ox-\‘ Ber |
Man N 3 1~ 3
155 = 2 ’ 0
1~ 1, 9; 2 2
1 ! 1 9
| i

o)

Source: Summarised from list of cuopcratives obtained
from the sinistry of Agriculture, Peasant Association

Hnd Cooperative bevelosinent Jepartment,



ranel € shows the nuuber of cooperatives, who in addition to the

specified ox/man and land/man ratios 2lse own tractors.

In moving in the direction of determining the sample size in
each stratiwn, we FTirst set the upper limit of the total sample sizo that
was expectec to de covered. The determination of the total saaple size
was influenced by its representativeness of the various strata and the

statistical requirements of the methudology that were  ntended to be

s ; i 3 ; . . -
applied in the methodology . Given these two important factors 10 percent

of the total nuwber of cooperatives secemed to provide the optimum size

and were included in our sampie. The total sample was then allocated to
the two socialization levels (gglgg and YWolba) and the different strata
contained in each one of them in proportion to the total number of coopera-
tives containeld in them. Once the allocation into the two socialisation
levels and the different strata was ma e, simple random sampling was agplied
to select the 35 cooperatives, 31 in Wolba and « in Halba stage, which

were to be covered by our study. In addition to the 31 cooperatives in
wolba stage yiven in Table 5.3, Gonesa weja, Shire Aragesa, Lowere Aho Ali,
Sigalo U2, Siltana Limda, Tereta Chole, Tebo Chacha and Golo were sclected
from the walba stage and were included in our sample. It was however later

discovered that only lower Abo Ali and Golo” were found at that level of

development the rest having been transformed into the higher stage -YWolba~
Substitutiun was attempted, but no authority was certain, whether those at
oglba stage {known to them) were still at that stage or have been transfurmed
to the next stage. This situation thus farced us to restrict our sample to

the 31 cooperatives selected from tine nigher stage.



5.2.2, jiﬁf%CvLLtCTiUn

Data coilection was carried using three sets of Questionnaires,
The basic uestionnaire, Questionnaire 1, was Prepared to collect data
on productionsinputs ang Outputs -data required in the analysis of the
allocative efficiency of the cooperatives and available in the docuients
of the couperative farms. This questionnaire, in alj the cooperatives,
was filled aither by wereda development agents or accountants of the
Cooperatives who have direct access tu the documents., To check the
reliability of the Jata SO obtained,other& {on the main variabies) were
collected from the officies of the ﬂiﬁfstry of Agricuiture at dffferent
levels, Exce st in one Case, that ¥ legedena, the two sets of data racorded
by two Jifferent institutions were found to be the same.

.

The other two questionnaries, were prepared to Fill any information
4aps and to coilect nualitaqve foquantitative dats requireu for the
analysis of the problems %aced by covperatives (chapter 6). ihile
westionnaire 2 was Prepared for response by the officials of the coopera-
tives, Mestionnaire 3 was directet to the individual members of the
Cooperstives. The cha!r?qgf each of the sampled cooperatives tonether

with the secretaries.fé;éoﬁded to the various questions pruvided in Juest ion-
naire 2, the purpose of which was the extraction of information on the
process of the establishuent of tha Cooperatives, the effectiveness of
anagement and organization, the decision making process, sysfem of

remuneration of iabour, and problems =7 ingut supplg.



The wurpose of Yuostionnaire 3, dirceted to mcmbers of the
cooperatives was to collect information on how they becanc menbers

L
i

(voluntary or otherwise), the process of rasource transfer and resource
allocation, their pattern of income and expenditure, the degree of
participation and Jdemocracy in manajemaat and decision making, as well
as otner information regaraing their condition of living as meubers of
cooperatives in comparision to their conditions before»3.5 percent of

all meibers of the samyled cooperatives were covered by the interview.

The respondents were selected using stratified random sampling.

First menbers of each of the cou,uatives were stratified into

high, wedium and low income earners on the basis of the data of the
cuooperatives. 5 ©o 5 percent of the total members were then taken Trom
each of the sampied cocperatives in such a way that the sampled total

are equally cistributed between the three income strata. Enumberators

for the purpose of interviews were carefully selected from the surrounding
towns. Thuse people wﬁo dont have any relation with the organisation of
peasants int> cooperatives and those whe have comgleted twelfth jrade were

salected as enumerators.

5-2.3, DATA ANALYSIS
5.2.3.1.  CHANGES iN RESOURCE AVAILABILITY OF THE
COUPERATIVES AND THE wEED FOR RESTRATIFICATIO:
As we have indicated above, a stratified proportionate samgling was
applied in selecting the cooperatives included in our sample. The
stratification was iade on the basis of two input patjgs, land =~ ran and

ox = man ratios, foruwed on the basis of 19886/87 data. These ratios, however,



TALLE 5.3. PARTICULARS OF THE SAMPLED COOPERATIVES - 1987/88 DATA

_ANPUT-QUTPUT COEFFICIENTS

NAME OF THE YEAR OF NUMBER OF NUMBER OF Eg{?tvmw INPUT RATI0S ;ﬂl‘:h.f
© COOPERAT IVE ESTABLISHMENT  MEMBERS OXEN LAND (HA) mxg;r:gu O:A??g (QUINTALS) QUTPLT PER MAN
01 UPPER ABOAW 1972 79 146 265 3.35 1.84 3194 24 h0 .43
07 HULAD 1978 69 P19 97 1.40 1.72 1329.15 19,26
n3 KEMELE 1977 61 74 120 1.96 1.21 1099.79 18.03
04 SIRBO 1977 63 108 112 V.77 1.7¢ 851.16 13.51
05 BOKOJJI CHEFA 1975 176 272 337 1.90 1.54 5172.61 29.39
06 ABOSERA A1 KD 1973 100 13 208.5 2.00 1,13 2037.82 20.38
ny HABIE CHORA 1975 115 142 230. 2.00 %S 3G72.22 6.1
08 JIDA HAL 1LA 1974 310 458 648 7.09 1.48 1oh2h, - 35 .60
09 FEJE FEJE 1976 140 262 338 2.41 1.87 4092.16 29.23
10 KERENSA 02 1976 76 134 214 2.82 1.76 2131.5 76.08
11 BORE 02 1976 67 115 212 3.16 1.78 2198 .7 27.30
12 BUCHO 02 1974 250 268 758.8 3.03 1.07 6971. - 27 .88
13 EAWA 01 1974 222 244 71k .34 3.22 1.09 3660, - 16 .49
T4 WAJJ | 1976 125 183 260 2.08 1.45 5303 .61 h2 .43
iy WENJI GORA 1976 62 65 92.5 1.45 1.0% 1296. 34 20,91
16 KAWA 02 1974 252 256 729.38 2.8a 1.07 3398 .10 13.48
17 LODIE SHARBIE 1975 69 87 163 2.4 1.26 643.9 g.at
18 HURUTA GFRDEBUSA 1975 120 81 264§ 2.20 0.675 55kh 67 6,21
] GULELE ODAJILA 1977 59 Y 142 2.0 .84 2708 .44 b5 .50
20 JIDA ASKELTU 1974 160 260 i58. - 2.2k 1.63 6216 .- 3R A
21 RUCHO 01 1974 201 252 Tih.z2 3.85 1.25% 640536 31.%7
27 WELKITe Q1 1974 183 187 631 .- 3.26 %#.99 3593.51% 19.11
23 LiMU MIRT 1973 194 144 243 .- 1.25 074 3835.30 19.76
724 LIMU AREA 1973 178 174 256.5 1.0k u.97 3676 .43 .66
25 LIMU CHEMFRIE 1972 315 174 540 81 1.87 D.55 10031 .05 11, RL
26 HURUTA HITOSSA 1972 227 180 539 .75 1.53 n.79 R334 .40 16 .70
77 LEGE DENA 1978 67 108 173.- 2.58 1.57 2367 .- 5.7%
28 ALELTU MOLE 1971 116 200 175 1.50 b2 2565 .0 2202
29 BOSHA BURK|ITU NG Ik 40 G 1.1k 1,18 227.13 b.LE
0 HEROTA 1975 332 537 h36.25 1A 1.61 B8126.78 4 4R
31 BURKITY 0 a7y 7 78 W7 1.98 73 627, - fi2 . nh
AVFERAGE S 144 180 331 2.29 1.25 I9R 1.2 27 .6

QUTPUT PER 114 L ¥ ARE

12.05
13.70
3.6
7.60

20.40
.66

3.83
20.99
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will be stable over time if the lani the cooperatives hold, the draft
animals they own and the number 27 their members remain constant OT
change vroportionately. But this hes not been the case in our study
area and there has been a significant variation in resource availability
of each of the cooperatives incluled in our sample in the three vears
for which data were collected. This variation has necessitated the
restratification of the sampled cooperatives on the basis of 1587/88

Jdata.

The basic rational behind the stratification of the sampled coopera-

tives is to select a representative or a typical farm which may serve as

a basis for Linear Programming “odelling. The representative farm approach
involves classifying the total sample into a number of groups showing
homogenaity in some respect and constructing a model for the resresentative
farm in cach group. The results chtained from the model wili then incicate
averages for each group which may serve as a basis fur making generalization

for a grouw of similar farms.

Since the LP approach involves the use of inputs and outputs, it
would ve meaningful if the classifications is based un the Criteria of
technical humnogeneity; i.e., un the basis of similarity in input ratics
and input = output coefficients. Taking the abo¥e inte conslderation we’
have empioyeq five criteria in classifying the sampled cooperatives
into six dJdifferent groups. The criteria include land-man ratio, ox-man

ratio, output per hectare, output per men (Froductivity of labor) and the

4 b i 10 , . _— -
physical conditions = of the cooperatives. The specific characteristics of

each of the six yroups classified accurding to the above criteria are provided

in Taole 5.3.



Tuble 5.4. - Classivication of the Sanpleu Couneratives
Land Man Ox - Man Average Qutput Per No. of Coopts'
Graup ksl oy Yield Man In the
R atLo (Quintals) (Quintals) Group
Per hectar
1 3 1e2 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=206 1-2 8.90 1Fe3 3
5 1 = 1.5 1-2 14 210- 3
6 1 -2 0-1 ‘ 18 31l.=- 5

In accordance with the classification given in Table 5.3. the

following cooperatives constitute each group.!!

Group 1 Group 2

Upper Abo Ali Kawa 01

Bore U2 Kawa (2
Bucho Ul Welkite
Bucho G2 01

Group 3 Group 4 Group 5 Group &
Bokojji Chefa Kemle Bulad Limu sirt
Habie Chora Sirbo Wenji Gora Limu Area
Jiba Haiila Abosera- Aleltu Mole Limu Chemerie
Feje Feje Alko Huruta Hitossa
wWajji Huruta Gerdebusa

Gulele Odajila
Jida Askeltu

Herota



HS Fejards the derivation of reprosentative farws from each yroup,

collinson {19¢3) notes two alternative methods, selection of a particular
farm to represent a group or the synthesis of ygrou,. averages into a
representative fara unit. Since the numser of covperatives in cach gooup
is smull and cannot provive adeguate information to select a particular
fari witn representative characteristics, we have optedfor tne derivation
of the representative farm as the arithinetic mean farm calculated from the

gruup.

Sl ek THE LIHEAR FROGRANIHG MODEL

The Linear proyramming is a aathematical method used in determining
tne optimal value of a linear functiun subject to linear constraints.

Symbolically the model is given as:

Uptimize Z= Cevisiennasiios(5al)

Subject tu: AX € b

X >0

o

where: L= Vector of coefficients of objective function

]

X= Vector of optimal level of activities

A= a matrix of input~output coefficients

(=g
]

input availability vector.

The LP mudeis have had as their main purpose an analysis of the

allocation of resources tu different crops. In employing the LP models
for the purpose of analysis, first of all ane defines the ideal output.
Then, with these optimal outputs one compares the actual output to

estimate and evaluate the efficiency in the allocation of resources.



In estimating the allocative efficiency of our cooperatives,
therefore, an LP model is constructed for the representative farm derived
from each group, Our Linear Programming model may be specified in

terms Oof its objcctive function, its activities and its constraints.

A)  The Ubiective Function

The cooperative enterprises are assumed to maximize the total

values of their net revenues defined as the values of their outputs

ainus their non=labor and lang custs,

B) Activities
Five broad types of activities are considered in the mocel, relating
to pruduction, consumption, marketing, use (hiring) of machinery and

credit.

(1) Production sctivities

All in all, this activity includes the production to ten crops, namely,
wheat, baricy, maize, millet, Teff, field peas, horse beans, Linseed,

fenugreek .nd vegstables and root crops.

(2)  Consumption activities

The total prouuct pruduced by the couperatives is utilised for three

pPurpuses; members' consumption, for sale and for seea. Since the major
part of production ygoes tu consumption, it may be argued that consumption
plays an important rule in their activities. This food requirement for

meeting Jomestic subsistence needs is included in the model.



(5) varketing nctivities

Excepot vegetables and root crops which are sold in a free market,

these activities consist of the sale of agricultural products to the

Ayricultural rarketing Corporatior. .

(4)  Use or Hiring Activities

These activities involve the utilisation of own faru machinery

or the hiring of farm machinery, i.e.,tractors and combines from

Agricultural fechanisation Services Corporation,

(5)  Creuit Activities

Credit activity provides the cooperatives with the uption of

borrowing capital to cover their working capital reguirements. These are

obtained at a rate or five percent from banks.

C) Constraints
The model is subject to the foltowing comstraints.

1. Lanuy

Total cultivated land and wheat fand were specified in the model

except for @roup 4 which is not invylved in the hiring of machinery,

Z. Labor Constraint

The availability of labor in Co-peratives [z getermined by their
total weibers., The entire labor force contributes a certain max i mum
labour hour per crop season which should be divided into the requirements
of the various crops. To take seasonal peaks and troughs into account 1abor
constraint is further divided into four operational periods, plouing and

sowing, weeding, harvestiny and threshing.



. GG -

3. Ox-power Constraint

Ox power in the study area is basically used for plewing and threshing.
Ux-power constraints are therefore set to balance the ox-power requirements,

with the available capacity in those two periods.

L, #Machine Fower Constraint

Some cooperatives own tractors and combines (Group 6) for use on

their farm. Tractors are used during plowing season while combines are
used for harvesting. #Machine power constraints are therefore set to

balance requirements with available sapacity.

5. Hiring-rachine Power Constraint

Each cooperative is provided with the option of hiring as much

machine power as it wishes (usually determined by the area of wheat and
barley land) at a rate of 160 birr per hectare for plowing, discing and

sced covering and Y8 birr per hectare for harvesting and threshing.

&, Operating Capital and Credit Constraints:

Operating Capital requirements comprise that amount of cash which is

consumed to cover variable and other costs. All cooperatives have some
capital obtained from past year production activity for this purpose. Once
that operating capital is depleted, they have the option of borrowinj

capital at an interest rate of 5 percent.



7s Subsistence Reguirements

Cooperatives mazimize theijr cash income after Fulfii+ing their
min iy Consumgrion Fequirements, This inposes a constraint on the
Maximization Problem. This consumption requirement jg determined by

the minimun calorije Fequirements of members hauseho 14,

8. Crop Froduction Equilibrgﬂg

The production equilibrium condition, balances P?roductjon, consump-

tion and selling activities,

b3, EXISTing PATTERN oF RESOURCE QLLUCAT[QE
AnD CRop PRUDUCTION (F THE SAviplLEp COOPERATIVES
— e PRUDUCT =2

In this section, we wijj provide a brief description and analysis

of the Patterns of actual resoyrce use and crop Production of the sampled
COOperatives, The data provided in this section, will pe compared with
the optimai resource allocation and cropping vatterns obtained from

computer analysis .

9:3.1; RESOURCE AVAILABIL|TY AND RESOURCE ALLOCAT | O

LAND

The total jang under the Cooperative holdings in 1979/80 varied
from a mimimum of 130 hectares in-Bosha Burkitu to 1550 hectares9 in Bucho
01, the average tota] land holding being 53¢ hectares PEr cooperative farm,
Between 1985/86 and 1987/88, the total land holding of the Cooperatives

Was growing at apn average annya| rate of 1g Percent,



The total land holding of the cooperatives in general is divided

into cultivated tand, pasture land and other (forests swamps, etc,). Of
the total 17580.5 hectares which was held by the sampled cooperatives in
1967/88, 57.6 percent was under crops, 38 percent was left for pasture,

the rest being covered with forest or remaining unused either because it

was swampy or for other reason.

Most of the cultivated land of the sampled cooperatives is used
for the uroduction of cereals, even though pulses and oilseeds are also
grown. 0Of the total area cultivated in 1987/8¢, 87.3 percent was used
for c:zreal production, 6.4 percent fgr pulses and about 3 percent for

Oilseeds, the rest beinyg used for vegetables, root and other crops,

LABUR

Basically, meibers of the covperatives provide labor tu the

Cooperative farms. wost members of the cooperatives are male and fall
between the ages of 19 and 55. Taw members are female - 10 percent in
1987/88. People above the ages of 65 can also be members of the coopera-
tives. The age -sex distribution of members of the sampled cooperatives

is provided in Table R, T

Table 5, ¢ Percentages of Age - sex Distribution of

Members of Cooperative Farms - 1987/86

Total of
SEX A G E Ages T
19725 26-35  36-h5  4o-55 5065 ect Seayeing
Male 18 18 23.4 15 9.6 5.5 15.1 89.4
Fenale 1,2 28 2.5 2.7 1.4 0.7 2.1 10.6
Total 19.2 20,1 25.9 17.7 11 6.2 17.2 100

Source: Field Survey,



Even though cooperatives may alsc use their family labor in
production, the utilisation of such labor in the sampled cooperatives is
negligible which leaves a considerable amount of labor unutilised. The
percentage of age - sex distribution of members families of cooperative
members is provided in Table 5.’ The average family size of the
sampled cooperatives in 1967/068 was 5,95 of which 1.98 was in the

working age category. i.e., between the ages of 15 and &0.

Table 5. Percentage of AGe-Scx Distribution of Members

of Family of the Cocperatives =~ 1937/85

Total of
SEX A . G E Ages ) Total
£
g il 15-17 18 = 40 61+ Between 15 and 60
Male 27.5 5.0 5.4 1.2 11.0 4o
Female 28.2 7.6 22.9 1.4 30.5 60
Total 56,0 13.2 28.3 2.6 4.5 100

Members of the cooperatives are therefore the main sources of labor.

They work on a full-time regular basis and provide a constant supply of
effort throughout the production year. 1In 1986/37 and 1937/83 a member, on

the average, worked for about 1530.9 hours (=191.4 days per year) varying

from a minimum of 602 hours in kerensa 01 in 1937/83 to 2239 in Abosera
Alko in the same year. The per hectare utilisation of labor resource on the

representative farm basis is provided in Table 5,7
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OX_FPUWER

Even though some cooperatives own machine power and others may use
such an input through hiring, most of the agricultural land in the

region and in the sampled cooperatives is cultivated using-ox power,
On the average, the sampled cooperatives had 180 oxen in 1987788,

var, . from 40 in Bosha Burkitu to 537 in Herota.

In 1987/38 the average cultivated land oy a pair Jf oxen was found

to be 3.7 hectares. The ox-man ratio was found to be 1.25,

MACHIWE POWER

As far as machine power is concerned, while a number of cooperatives
own tractors and cumbines, other obtain their services through hiring
from Agricultural Mechanization S.:rvice Copporation established by
Proclamaticn 337 of 1967 (Negarit Gazeta, 40th Year, No. 30) or from
service cooperatives, Wwhile the rates charged by service cooperatives
vary from place tc¢ place, the rates charged by Agricultural mechanization
are the same throughout their operaticn areas, differing only by the
type of the soil they cultivate. In the latter case, while the cooperatives
pay 167.9% Lirr per hectar, for plowing, discing and seed covering for
heavy soil, the rate paid for the same operations for medium scil is
159.64 Birr. On the other hand, cooperatives pay 97.73 Birr per hectare

for the ase of combines in harvesting and threshing.

The utilisation of agricultural mechanisation services in the
region was actually started in 1986/37 crop year and was widespredd in

1937/48 crop year. Most of the cooperatives hire machinery services in the
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plowina of wheat and/or bterley fields and in the harvesting and threshing
of the same crops. The payment made by the cooperatives for the use of

such services, on the representative farm basis, is provided in Table 5.7.

OPERATING CAPITAL

APCs derive their operating capital from their farm income. After
subtracting the annual costs from the gross farm income, the remainder
is divided into two parts - farmers' income, (which is paid in kind to
members) and the net farm income of the cooperative - The net income of
the cooperative enterprise, inturn is divided in varying ratios for
various purposes. While 60 percent of the total is assigned for fixed
and operating capital (30 percent each) for the subsequent crop year, 35
percent is maintained as a reserve fund. The rest is used for materialh

and moral incentive (2 percent) and for social development (13 percent).

The size of operating capital is thus dependent upon the total income
and the ratio in which the total income (net of costs) is divided between
farmers' income and the net income of the ent+-ise. Since both the total
income and the ratio vary from year to year the amount of operating capita
agailable to the farm also varies. The utilisation of operating capital

per hectare in the six representative farms is given in " Ts.ie 5.7.

5.3.2. CROP PRODUCTION IN THE COOPERATIVE FARMS

Production, income and costs of production of the sampled cooperatives
are provided below. Monetary values were derived on the basis of total non-
labor resource costs incurred by the APCs and the cash equivalents of their

total output.



QUTPUT

The total quaatity of output produced by the sampled APCs in 1987/88
varied from227 quintals in Bosha Burkitu to 10424 quintals in Jida Halila -
the average per APC being 3991 quintals. whéatAand barley constituted more
than 85 percent of the total output. The total yield in the cooperatives
has also shown a considerabie variation. It varied from 21 quintals per
hectare in Huruta Gerdebussa to 3.8 quintals in Lodie Sharbil - the average

for all the APCs being 12 quintals.

Most of the output of the APCs is distributed in kind among its
members in accordance with their annual labor inputs. In 1987/88 about
54,83 percent of the total output of the sampled cooperatives was so
distributed. Only about 34.35 percent of the total output of these
cooperatives was marketed, the amount reserved by them for seed being 10.82

percen t.

The total income of the sampled cooperatives from crop production
activity was 4,458,877.51 Birr in 1987/88, ranging from 7057.75 in Bosha
Burkitu to 364,697.95 Birr in Limu =~ chemerie. The average for all farms
in the same year was 148,629.25 Birr. Aside from the incomes that
cooperatives derive from crop production, they also obtain marginal income
(3.2 percent of the total in 1987/88) from other activities such as 1ivestock
production, handicrafts and the provision of various services. The income
so obtained by 13 cooperatives in 1987/88 was 149,899.54 Birr. Hence the
total income derived from cron production and other activities by the

cooperatives in 1987/88 was 4.6 million Birr.



COSTS

The total cost of the cooperatives isdivided into variable costs
(expenditure on seeds, fertilizer, pesticédes-and herbicides) and
overhead costs (taxes paid to PA, perdiem, administrative costs, etc).
The variable and overhead costs absorb a considerable amount of the
income of the cooperatives. In totality, they constituted about 46.7
percent, of the total farm income of the cooperatives in 1987/88 of the
total costs, the variable costs are the main ones accounting for more
than 80 percent of the total cost incurred by the cooperatives in the

same year.

LABOR INCOME

After allowance is made for costs, more than 85 percent of the

income of the cooperatives is distributed among its members as labour
income. The average per capita labor income so distributed in 1987/88
varied from zero in kawa 02 and Welkite 01 (because their costs and

debts exceeded their production) to 1184.45 Birr in Huruta Hitossa - the
average for all being 48G.67 Birr. Members of cooperatives in Kawa 02
and Welkite 01 survived by meeting their food requirements through

borrowing.

For the purpose of comparison with the optimal values, the analysis
provided above, on individual farm level. is summarized for each of the

representative farms in Table 5. .
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Taulz 5.7 Summary Lot Un ' 10Cuit.on of Representative Farms -
| REF _sawn, = E RARMS "
o R I 2k ] 6
-Cropning Pattern:
Area Under
1.71.Wheat 184,32 325.10 181.66 49,7 20,117 129.°
1.2.Bar1ey 291.24 294 .8 104 .56 20,7 70.8 143, ¢
T.3.Maize - - 19.84 1.67 - 1045
T.4.Millet - - 0.875 el 13 -
1.50Teff - - 8:.0 - - ‘16.2
1.6.Field peas 55 20,07 28.38 4.0 14,5% 21.8,
1.7.Horse Beans 5:75 - 8.75 6.0 5.% 18.1
1.8.Linseeds 14.92 42.0 1.0 5.0 1.0 0.5
1.9.Fenugreeck 0.75 3+58 2.56 e 0.67 10,3
1.10.vegetables - - - - - 16.14
Resource Usge:
-T.Area Cropped
(Ha) 502.48 685.55 355.62 143,67 120,77 366, 1¢
.2.Annual labor
used (hours/
farm) 275550 578631.0 228411 .00 145492 .0 148846.,0 313257.0
.5.Machinery costs
(Birr/
farm) 357940 54893.0 144640 - 3697.0 18035, 0
4.0perating funds
variable
costs/ha) 122,21 137,32 110.90 65.39 124,21 1720
Returns

1. Total farm
returns 150621.0 129889, 0 195645, 00 48722 .0 595770 252761.0|

2. Returns per

hectare 300,0 189.0 550.0 539.0 492.0 690.0
5« Returns per

hour 0.56 0. 34 0.85 0.3% 0.40 0.8
-e Returns per - -

unit of dper- i
ating capital 155 0.86 Diaed 5.18 Dl |



5.k, 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 some cases, however, results of experimental

statations and previous established standards are also used.

LABOR

In their statues, all cooperatives have set an eight hour working
day and 6 working days per week. Hence, a member of a cooperative is
expected to work not less than 264 days in a year. But not all members
of the producers' cooperative abide by this policy. There is absenteeism
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 for assessing labor supply in cooperatives. What was done
here was to estimate the labor supply as an average of the tota! workdays
worked by =ach member of th2 == T_. cooperatives for three years.
According to this estimate a member, on the average, has worked for about
195 working days in a year. Taking this as a basis, labor supply was
de}ived by mutiplying 195 days by 8 hours and their product by the total

members of each of the representative farms.

LAND

In all cases the area of total cultivated ':-d available to the
cooperatives was taken in the model. To assimilate the costs of hiring

machinery into the model and to gauge the effects of using machinery on
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the utilisation of resources (labor ox=-power and operating capital)

a minimum land 1imit for wheat was specified whose size was determined

by the total machinery cost for all the representative farms except

for Group 6 whichﬁﬁis ewn 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 supecified

to relate the production pattern of the optimal solution to the existing

real condition.

0X- POWER SUPPLY

Ox - power supply was estimated taking the plowing and the threshing
seasons into cossideration. On the 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 season
was only thirty six. Taking this as a basis, while ox=power supply during
. the plowing season was derived by taking eigty ox pair days of eight hoursof
each of their total ox nqjps, ox power supply during the threshina season
was derived by taking thirty six ox pajr 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 percent of the total machine hours

(over the six plowing months for tractnrs and two harvesting and threshing
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months for comhines). This information was taken as a basis for
determining the total available machine power hours. To distribute the
total to the different cooperatives, we divided the total machine power
hours by their 1987/88 salc, i.e., the total land plowed and harvested
and threshed by thcse 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 cach of the

hiring representative farms.
The totel machine hours available for use by those who own tractors
and combines for use was estimated by taking 70 percent of their total

machine hours.

Operating Cepital

The available working capital was arrived at by taking 55 percent of
the net farin income. 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 variable costs. Because of
this, the reserve fund was also specified in the model as part of the

working capital,



Lredit

The level of short term credit available for the cooperatives
was detcrmined by the costs of fertilizer, improved seeds, and an amount
equal to 50 percent of the cost of hiring machinery, These were
calculated by taking the average fertilizer and improved seed application

rates and 1/2 of their actual payments for the corporation.

Consumption

Consumption requirements were calculated on the basis of calorie
intake recommendations made by the Office of National Committeec for Central
Planning. The Office recommends a per capita calorie intake of 2000 per day
for a working member, 1500 for woman and 780 for children. The average

daily per capita calory requirement is then taken as 1600,

Prices, Yields, Variable Costs and Input Coefficients

For each crop, prices, yields and variable costs were obtained
from the sampled cooperatives. Prices are calculated as weighted averages
of their sales prices. Yields and variable costs, however, were 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 separately on the bss’s of figures

obtained from the cooperatives in those specific groups.
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TABLE 5.8, A BUMMARY DATA USED IN THE LP MODEL

REPRESENTATIVE FERMI

1 2 3 4 5 (5]
. LAND (HACTARES)
1.1. Cultivated Land
A, Total 2009.92 2056.75 2848.25 440,50 363,50 1845.26
8 B, Representative 502 .48 685,58 356,03 146,80 121.17 369.05
1.2 Wheat Land 139.00 213.00 56,00 - 21,00 123.00
. LABOR '
2.1 Membere
A, Total 597.00 662.00 1417.00 224,00 247,00 1034.00
B. Representative 149,00 221,00 177.00 74,00 82.00 207.00
2.2. Available Labor Hours
A, Total of Representative 232040.00 344760.00 276120.00 115440,00 127920.00 322920.00
B.1. February-June Labor 95360.00  141440.00 113280.00 47360.00 52480.00 132480.00
B.,2, July-September Labor 51256,00 76024 .00 60888.00 25,456.00 28208,00 71208.00
B.3. October-November Labor 42912.00 63648.00 50976.00 21312,00 23616.00 59616,00
B.4, December-Jenuary Labor 42912,00 63648.00 50976.00 21312.00 23616.00 59616.00
0X-POWER
3.1. Number of oxen
A, Total 785.00 687.00 2224.,00 295.00 384.00 753.00
B, Representative 196.00 229.00 278,00 98.00 128.00 150,00
3.2. Available ox-pair Hours
"X, Representative Total 90944,00  105792.00 128992.00  45472.00  59392.00  69600.00
B.1. February-June ox-pair hrs. 62720.00 72960, 00 88960.00 31360.00 40960,00 48000.00
B,2. December-January ax-pmir hre. 28224,.00 32832.00 40032.00 14112,00 18432,00 21600.00
. OPERATING CAPITAL (BIRR)
A. Total 23495.00 27910,00 65670.00 9654,00 7418.00 9280€.00.
B. Representative 5874.00 9303.00 8209.00 3218.00 2473 .,00 18560.00
CREDIT (BIRR)
A. Total 191692.00 229581.00 166468.30 19503.92 21947.95  415130.00
B, Representative 49923.00 76527.00 20808.54 6501.31 7315.31 23026,00
CONSUMPTION (MILLIOR CALORIE)
A, Representative Total 515.00 763.00 611.00 256,00 283,00 . 715,00
A1, Wheat consumption 247,00 366.00 256,00 107.00 118.00 300.00
. A.2, Barley consumption 226,00 335.00 244,00 102.00 113,00 286.00
A.3. Consumption of other cereals _ - - 61,00 26.00 28,00 72.00
A4, Consumption of Pulses 42.00 62.00 50,00 21.00 26.00 57.00

Somrce: Cultulated on the basis of data obtained from field SUTVeY.
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COEFFICIENTS UDED IN THE LP MODEL

g VEGETEBLE
WHEAT BARLEY M.I4E  MILLET FEFF  FIELD HuRsg LIN . FENU AND
rus BEANS SERD. GREZX ROOT GROIG
RICLES
Birr/Quintal 26.50 26.20 24, 27 a4 36. 30. ag. a5, z8.
ATASLE COST
Birr/Hectar 122, 147, 41, 40, 7% 121. g9q, 19, 40, 281,
1eLDh (QUINT.LS/HECTARE)
«1. Groups 1 and 2 1, 9 - - - 5 2 2.70 S0 -
«2« Groups 3,4 and 5 17 16 26 9 9 9 a3 B Fu -
+3. .Group 6 18 18 19 g9 16 16 16 4, D4 69,
" BOH REGUIKEMENTS
(HCURS/HECTARE)
+17. February-June 100. 100, 160 100 10C. 68, 68. 100, 100. 236
2. July-September 128. 1°8. £R8 128 192, a4, B4, &4, 64, 576
.3, October-November 160 160. 240 160 160 (22 48 24 24 240
.4. December-January 160 160 200 160 162 32 22 64 o4 -
(~-FOWER REQUIEKEMENTS
.1, Febtruary-June
(Ox-Pair Hours/Hectare )96 96 9% 36 95 B4 &4 G4 &4 96
.2. December-January
(Oxen Hours/Hectars) 240 240 240 24Q 260 128 128 - - -
ZHATING CAFITAL
(REQUIREMENTS(BIRR) 63 63 %4 31 49 52 46 = 30 281
CHINE HOURS
1. Tractor Hours 6 - - - - - - = - -
2. Combine Hours 1 - - - - - - - - -

+ Hiring rate for tractor
Hiring rate for combines

Hate of interest

Cost of utilisation ¢f combines ....,..

O I

Cost of utilisation Of BrECEOT veeeesevrrresanenas

160 Birr/Hetbara ., sovvsns s wvesus

98 birr/Hectare ....e0eee
132 virr/Hectare
45,92/Hectare ,

5 Fer

cent

-
i

YoV

birr/Hour

. 98 birr/Hour
birr/deour

. 22

45.52 birr/Hour




Labor and ox-power requirements were basically averaged out
from data obtained from our survey. The data so obtained were then
checked against the coefficients which were established on experimental
basis by the Ministry of Agriculture in that region and are now being
used in the planning of the cooperative seé%or in the whole region.

The averages fairly approximate the coefficients and were used in our

model .

A summary of the data used in our modelling are provided in

Tioles 5.8 and 5,9

5.4.2. EMPIRICAL RESULTS

The basic objective of this chapter as we stataed earlier, has been
one of evaluating the allocative efficiency of the cooperatives at the
micro-level. Towards the achievement of that objective an LP run was
made. The result which we have obtained from the compute; analysis is
provided in Table 5,10 What do the results depict 7 is the resource
allocation generated-using the LP run in line with the actual practice?
This section tries to answer such questions by comparing data provided in

Tables 5,7 and 5.!0

5.4.2,1. PRODUCTION PATTERN AND RESOURCE USE

Given the existing technological situation in which the cooperatives
operate, there is no unused cultivated land in the optimal solution and

land was found to be a limiting factor whose marginal value product varies
inversely with the land - man ratios across the various groups of

farms. This is provided in THble 5.11, " Even though land is
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TABLE §.10

HAXIMAND VALUE

ACTIVITY LEvELS

2.1, PRODUCTtON (HATTARS)
Z.1.1. Whear
2.1.2. Barley
2.1.3. Hsize
2.1.4,
2.1.5.
2.1.6.
p R 8
2.1.8.

Teff
Fiald Pea

Horse Beans

Fenu Greek

Vegetable and Root Crops

2.2, CONS\MPTION (QUINTALS)
2.2.1. wheat

2.2.2. Barley

2.2.). HMaize

2.2.5. Flald Pea

2.2.5, Broad Beans

2.3, MARKETING (QUINTALS)
2.3.1. wheat
2.3.2. Barley
2.3.3. mire
2.3, Teff
2.3.5. Tield pey
2.3.6.
2.3:7.
2.3.8.
2.5, NIRING
im0,
7.4.2,

Broad Beans

fenu Greek

Vegetable and fAost Crops
(USE} ACTiviTy (HOURS)
Tracror

Combine
2.5, CREDIT ACTIVITY {BIRR)

2.5.1. Barrowing Fund

RESOURCES usep (HouRS)

3.1 LABOR
350 Plowlng Laber
3.or2. Weeding Labor
3.1.3. Hargesting Labor
3.z. ox paks
3.2 Prouing
}.2.2. Threshing
3.3, hachine Power
3.3.0. Tractor Hours
3.3.2. Combine Hours

e ———

A SUMMARY OF RESULTS 0F TuE LINEAR PROGRAMMI NG ARALYSIS

-__%-—BJ.M.E_S_I_LJLLL&LJL Auis
i 2 1 b 5
__*____m—_q__%_-—_ﬁm____._mm
16009.67 1197267 34018.20 4143536 2976457
139,000 213,000 56.000 70.332 21.000
155875 257.000 137050 18,750 o
- - k. 9k 25.647 73.074
20,800 29.539 - -
- = 12,821 5.385 6.154
183,125 185.622 35.177 16.88) -
726471 1076.4571 752,94 Ith. 7o6 367,558
664, 706 985.294 117667 300.000 12253
- 165 4Lk 2.2 {2738
170.000 177,143 - - .
= = 166,667 70.000 80,000
Bu2.579 1266.579 195.059 889.930 3.36
1335.332 515,218 =
- - 2819.225 594 597 1822125
915.625 9Bt 286,234 t38. 20
A1 n0p 1278 .0un 136,000 - 126.000
*13.000 56,006 21.00d
37568.378 S%154.71 16461.867 424y a9g S637.015
35,693 892 46.155.250 35,486 677 16,066 4R 187 671
51.25.000 74.038.65 63 .B87,898 20,854,073 26, 785.005
31.255.002 ST.E01.090 50,976,002 21,317 900 21,156 634
817 595 18523326 27264 .0B8  1hoBL LRo W03 073
20465 003 326832 000 31060.862 1ki1z g0 11655185
23400 1278000 336006 - 126000
139,90 213000 56.000 - 21.000

s

——

&
——
1254 1o

134,00
46.732
10.576
ir.ey
85,714

15.000

282 35y
841,176
200.000
167 857

1529 647

1232.437
1208, 572

015 000

Sk, -
13k -

17601, 479

26 928 77
55.080,24
3t.b13.825

19817.,137
21606, -

Aok _goo
134 poo



e e _m_——.u._._n._-,,___w_W__F___%*.___w__,_u_...,__.___.—_m____;m__ﬁ__km_ﬂ.
REPRESTEEN TAT vy FARMS
D TRESENTAT LY
1 2 3 4 5
— - “m__*_wmﬁm__%._ww__mm
4, MARG 1 NAL VALLE PRODUCTION oF RESOURCES AT LIMIT
o, Cultivated Land 171,350 188,500 2h 1. 508 254 679 LR1 4u0
4.2, Vegetable and Root Crops Land = 2 - - -
h.3, Weeding Labor 0.268 * 0,142 = =
hlh Harvesting Labar - - 1.246 1.076 w
h.g Threshing Byllock Labor - 0.0 0.28% 2
h.b.  Combi ne Hours = - - = =
h.7. Operating Capital 0.050 0.050 0.650 4.050 o.o50
5. GROSS VALUE oF PRODUCT 16K (B1RR) 154339.525 218598 577 202185.03 B1262 498 73059 8,
6. UNIT GROSS RETURNS
h.1, Land (per hectare) 307.15 318 .86 567.94 552 .80 L0779
6.2, Labor Lper hour) 0.57 0.58 0.B8 0.55 0,49
6.3, Operating Capitat 1.59 1.7 3ok B.45 3.90
7. OPERATING €OSTS 83526 .28 125289 a4 45638 676 13606 546 14329 .45
7.1, Variable cost L5408 . 38 67142 29 30256 . 5R6 13434 374 B597 6ny
772, Machinery Cost 36140, - 55380.00 1hS60 . - - 5469 001
73 tnteress 1877 .90 2757.74 827.09 21217 271 .Bg
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Table 5.11 The Relation Between Land-Labor Ratio and the
Margional Value Product of Land ~f the

Representative Farms

REPRESENTATIVE FARMS

1 2 3 4 5 6

Land Labor Ratic  3.36 3.09 2.01 1.98 1.47 1.78
Margional Value

Product of Land 171,35 188,50 2k1.508 25k.67 581.45 255,657

-

in gencral a scarce reéour'c':'e, it is not “optimally all catad among the

different 2 products and the pattern of production suggested by the
optimal solution has been maikedly different from the actual production

pattern., This is provided in Table 5.1z,

In all cases, millet and linseeds should not be produced under the
optimal allocation of farm resources at the current AMC prices. Optimality
alsc 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 94,7 percent in Group 1. In the optimal solution, however,
the percentage area allocated to these crops varied 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 suggested to be shifted to
fenugreek and/or maize in all cases except Group & in which case a large

area was suqgested to be assigned to the production of teff and field pea.
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The above realleccation of land suggested by our ootimal solution
is the result of a number ¢ important factors contained in our model

and are given in Table 5.9. These include:

i) the very high machinery hiring costs that are attached to the
plowing and harvesting and threshing of wheat as the result of

which, that crop was unable to compete with the others.

ii) the relatively low level of land productivity in wheat and
barley in - 4g 1 and 2, the low labor and ox power requirement
of fenugreek and the relatively high price that the latter

commands on the /AMC cooperative market.

i11) the high productivity of land in majze.

In case of Group 6, however, land is highly productive in field
peas and Teff. They also have high prices (relative to the others, of
course) in the AMC market. Thus, our optimal solution for tkat
specific group suggested a shift in the allocation of land in favour of

these two crops.

LABOR USE

Rs one might expect, the utilisation of farm machinery under the
condition of relative labor abundance would result in ineffective
utilisation of labor reseurce. Our optimum solution testifies to this
fact. The relation betwecen land man ratio, land man ratio cultivated
by non tractor inputs and the percentage of unutilised labor is provided

in Table 5,13
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Table 5.12. A Summary of Cropping Pattern of The Representative Farms

Percentage Area Under Each Crop.

Toipas of ) A C T U A L ) ) 8‘ f T M_A L ,

Cropping Pattern of The Representative Cropping Pattern of the Representative
Crops Farms Farms

1 2 3 4 5 . 6 1 2 3 L 5 5

wWheeat 36.7 47.42 351,08 34.59 16,70 35.25 27.69 31.09 15.73 47.84 7.365 36,31
Barley 58.0 43.¢ 29.40 Lg.21 64 42 39.18 31.85 37,59 38.50 12.76 17.17 12,66
Maize ~ - 5.58 110 - 2.89 - - 32.29 i7.47 60.39 28,53
Millet & - 0.25 2.30 1.07 - = - - & -
Teff - - 2.25 - - 4. 43 - - = & - 20.87
Field neas 1.09 .93 7.98 2.78 12.04 5.96  3.98 4. 33 - - - 23.23
Horse beans 1.14 - 2,46 k.18 5,39 L g4 - - 3.60 3.66 5.09 -
Linseads 2.97 6.13 0.61 3.48 1.38 0.14 - - - - - -
Fenugreek J.15  0.52 0.39 2.30 - 2.81 36,48 27.09 95.88 18.29 - a

Vegetable and
Root Crops

- & - " L 4o = - - - - 4,06
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Table 5.13 The Relation Between Land~ Man Ratio and

Utilisation of Labor in the Cptimal Solution

REPRESENTATIVE  FARMS

1 3 4 5 6

1. Land=-Mar Ratio 3.36 3.09 2.01 1.98 1.47 1.78

2. Land-Man Ratio
Cultivated by Non-

Tractor Inputs 1.85 2,06 1.69 1.98 1.35 1.14
3. Percentage of

Unused Plowing

Labor 62.6 67.22 67.8 66.0 7259 81
L. Percentage of

Unused Weeding

Labor 2.6 Flix FU 18.1 5.04 21
5. Percentage of

Unused Harvesting

Labor 5.2 27.16 FU Fu 10.41 L7
6. Percentage of Unused

Threshing Labor 15,0 11.58 6.66 0,17 23.2 54

*FU = Fully Utilised.

In general, for those cooperatives who in the

solution, have similar cropping patterns)the percentage of unutilised
plowing labor increases from those groups of cooperatives in which the
land - man ratio is high to those groups of cooperatives where the land -
mand ratio cultivated by non tractor inputs is low. Put where the yield
differential (expressing the difference between natural conditons) forces
a different cropping pattern the above general fact would need to be
modified. In general, the percentage of unutilised labor, in the optimal
solution increases in those groups of cooperatives where the cropping

pattern favours the production of fenugreek. This is so because, the



producticon of oil seeds, in the existing technological situation; re-
quires a relatively small plowing labor per hectar than the production

of other crops.

The LP solution shows that weeding labor, in the optimal solution
is fully utilised in two Groups of cooperatives, Groups 2 and 3, is
nearly fully utilised (95 percent and above) in Groups 1 and 5 and has
been fairly utilised (82 and 79 percent respectively) in Groups 4 and 6
Again it is the land man ratio influenced by the production pattern
which resulted in th~% pattern of the utilisation of labor in that season.
The pattern indicates that, if additional labor is not secured from other
sources (like the utilisation of family labor) weeding labor would be one
of the limiting resources determining the future expansion of production in

all the cooperatives except Groups 4 and 6.

The same applies to utilisation of harvesting laber except that in
this case in Groups 3 and 4 (which have utilised combine harvester on a
limited land or have not used it at all, respectively) the percentages
of utilised labor have increased more than in the case of the weeding
labor., Still, however, the ratio of the unutilised labor is nst as much

as the plowing labor.

Except for farms in Group % which totally depend on their labor and
ox-powar resources, threshing labor is also in excess supply. But the
percentage of unused labor is much smaller than the plowing labor and in

some cases very small (Groups 3 and &),
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OX - POWER USE

The optimal solution also indicates underutilisation of ox=power
in the plowing season in all groups of cooperatives. The perc:-uyge
of unutilised bullock labor increcases with the decrease in the land -
ox ratio cultivated by bullock labor. The relation between land - ox
ratio and the percentage of unutilised bullock labor is provided in

Table 5.14,

Table 5.1 The Relation Between Land-0x rafio and

Percentage of unutilised Bullock Labor.,

REPRESENTATIVE FARMS

1 2 3 4 5 6
1. lLand -ox Ratio plowed by )
non=tractor inputs 1.85 2.06 1.07 1.49 5.:8 1.56
<. Percentage of unused
plowing Bullock Hours 54,8 by.1 63.3 58.% e 58
3. Percentage of unused
Threshing Bullock Hours 2.5 FU 24,2 Fu 36,7 FU

With the exception of Group 1, threshing bullock labsr is a ]Imlting
factor for those groups of cooperatives whose land 0x ratio cvceeds 1.49,
As in the case of labor, the utilisation of ox power depends upén the
cropoing pattern. The case in point is that of Groups 1 and ~s in which
the optimal solution has favoured the production of fenugraek. Irrespective

of large land ox ratio, in these groups of cooperatives, there exists a



- 120 -

considerable excess threshing buliock power (Giroup 1) or tha marginal
value product of bullock powai of that pariod is very small {0,071) compar=
ed to the others (Group 2) who have relatively small 'and ox ratio.

Threshing bullock power is not required by this crop.

OPERATING CAPITAL

In a condition where farmers are exposed to the utilisation of
biological inputs and farm machinery in agricultural production, the demand
for operating funds is 3 considerable one. This was reflected in our
optimal solution. For all the representative farms, operating capital has
been a limiting factor with an opportunity cost of 5 percent = the bank
interest rate paid by the cooperatives, Had it not been for the availability
of credit, that have filled the gap, operating capital would have been the
most important limiting factor which would have determined the pattern of

production of the optimal solution,

MACHINE POWER USE

The five cooperatives constituting Group 6 own 6 tractors and 2
combines together. The representative farm was therefore assumed to have
6/5 tractors and 2/5 combines. It was on the basis of this assumption
that available machine power hours were determined. Depreciation costs
and machine opcrating costs {(fuel, lubricants and spare parts costs) reported
by the cooperatives, over the years of their ownership of tractors and
combines were collected and averaged. The costs werz then reduced to an

houriy basis and were used in our model.
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As in the case of the hiring cocperatives we restricted the
analysis of utilisation of farm machinery toc the wheat land, Urtike the
cooperatives which employ hired machinery, wheat in this case was found
competitive and its hectarage was Jjmitad by the availability cof
combine hours. Combine hours, in this case, was found to be limiting
with a marginal value product of 22.629 Birr. Because of this tractor

hours were in surplus in the optimal solution,

T

5.4.2.2, THE PATTERN OF INCOME OF THE COOPERATIVES

The main objective of ocur cooperatives contained in our LP model
was one of maximizing total net revenue, after providing the minimum
leve! of food requirements to members and their families in accordance
with the existing pattern of consumption habits of the region. The last
parts of Table 5 presents the situation of optimum farm income of the

representative farms.

Compared with the actual production pattern, the optimal production
pattern has an effect of increasing the gross income of the cooperatives,
The percentage increases in the 5 representative farms, however, vary
from a minimum of 2.46, 3.34 and 5.32 peccent in Group 1,3 and &
respectively to as high as 68.2 percent in Group 2, the increases in Groups
4 and 5 being 67 and 27 percent respectively. Put differently, the results

indicate that, measured in terms of gross income, the six representative

farms cperated with varying degrees of inefficiencies. Dafining the level



of officiency of production pattern as the ratio of the actual farm
income to the optimal farm income we see that while cocperatives in
groups 1,3 and 6, operated at 97, 9¢ and 95 percent of operational
efficiencies respectively, cooperatives in Groups 2,k and 5, on the

other hand, operated at 59, 50 and $1 percent of their respective e
efficiency levels. In general, while the results indicate sub optimality
in all cases, the degree of efficiency seem to vary directly with the

actual yield and labor productivity levels.

Table 5.15 The Relation Between Yield, Output Per Man

and Efficiency Levels of Representative Farms,

REPRESENTATIVE FARMS

1 2 3 by 6 6
1. Average Yield (Quintals
Hectare) 11 5.21 16 .90 1k 18
2. Labor FProductivity 7
(Quintals/man) 38 16 .40 33.8 1743 21 31
3. Efficiency Level
(Percentage) 97 59 9% 60 31 95

when operating costs, subsistence consumption requirements and
overheas costs are subtracted from the gross balue of production we arrive
at the net income of the cooperatives. If we allow 15 percent of this
to be reserved to cover costs in the next crop year, the result would be
the net labor income. The nat labor income is an important figure

indicating the level of returns to the coowners and suppliers of labor.
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As far as this figure is concerned, interesting results cmerge which
actually tally with the existing technological situation, in the
Cooperatives. Results in this respect indicate that, §iven the existing
technological situation, in the optimal solution, while Group 2 farms13
cannot supply thecir members and families with a minimum fooc intake
(1600 calories, on an average, per day) Group 1 basically remains at a
subsistence level, subsistence in this case defined as the provision of
food to members. This implies that, even if these two groups of coopera-

tives operated with 100 percent of their efficiencies their position

would remain at best at the food self - sefficiency level.

For Groups 4 and 5, however, results indicate that optimum
allocation of resource would bring 2 marked improvement in thz level of
incomes of their members from the existing 112.95 and 108.36 Birr to

440 and 257 Birr respectively.

For Groups 3 and 6, the optimal production pattern brings only a
marginal increase in the level of their incomes. Hence one may conclude
that, measured in terms of farm returns, these two typical farms have

operated more efficiently
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Notes to Chapter 5

1.

Though it is not yet finalized, according to the division of the
Peoples Democratic Republic of Ethiopia, the region is said to

have been divided inte 12 Awra jas.

Atl in all, 17 localities, in the region, are accorded an urban

status by the Ministry of Housing and Urban Development.

Ancther authority, experts of the Ministry of Agriculture,

reported the average family size to be 6.23 (MO, 1984),

According to the Time Series Data Provided by the Central
Statistics Authority, the area under major crops in that year
was 409.13 thousand hectares. In 1984/85, this arca increased to

430.L0 hectares.

Gojjam and Shoa are alsc surplus producirg regions.

]

Varying pr-portions of pulses and oilseeds were also markated.

Details are given in MQA, 1254,

Basing our classification on input factors alone should nat
imply that it is the only factor determining production. It was
the absence of adequate information on their factors affecting
production which has restricted us to the use of that factor

alone.

Initially two alternative methods of analysis, econometric and
Linear Programming werc proposed fof use in this part. The
application of econométric method requires more than 30 observation.

It is this requirement that influenced the data.



10,

1.

12,

13.

125 -

Lower Abo Ali and Golo in our previous stratification, come
from two different strata. Because of this their inclusion
into our study was found unnecessary since a single coopera=-
tive will not in eny way be compatible with neither of our

methods proposed for the study.

In the absence of appropriate climatic, altitudinal and scil
data it is assumed that the actual production pattern, their
proximity to each other together with yield will adequately

take the difference in physical conditions into account.

0f the sampled cooperatives, Burkitu 01, Kerensa 01, Bosha
Burkitu and Lodié Sharbie have shown a marked difference from
others and among themselves in terms of the criteria we have

employed and hence were excluded from the grouping.

According to the March 1375 Land Reform Proclamation, a

Peasant Association which is a basis for APC ought to be 1imited

within a vicinity of 800 hectares.

in actuality, in the 1987/88 crop vear, the per capita labor
income, in the three cooperatives constituting that group, Kawa

01, Kawa 02 and Wekite 01 was zero.



CHAPTER 6

PROBLEMS OF COOPERATIVES DEVELOPHENT

In the preceeding two chapters, we have tried to give an evaluation
of the cooperative sector both at macro and micro levels. In both chapters,
we have seen that their performance have been less than satisfactory in
relative terms and interms of allocation of their resources among various
production activities. Part of the inefficiencies can be attributed to
the various problems faced by the cooperatives. This chapter is devoted
to cutlining some of the problems of development of the ccoperatives
cbserved in our field surveys. The existence of the more general nroblem,
i.e., the development of the non-farm sector of the economy as a besis
for the development of Producers' Cooperatives is aciknowledged. But since
the issue is well treated in a number of Iitraturesi both with respect to
Ethiopia and other countries we have optad to limit curselves to the snecific

issues.

5.1. THE INCEMTIVE SYSTEM

6.1.1. THE INPUT = OUTPUT PRICING SYSTEM

As indicated in chapter 3, the Ethiopian Government has provided
varicus incentives to attract farmers to form cooperatives. The input -
output pricing system is one such means. On the input side, while coop-
eratives enjoy a price differential of 10 birr per quintal in the purchase
of fertilizers, on the output side they enjoy a price differential of 4
or § birrk in selling their output to the Agricultural Marketing Corpor-

ation relative to the individual peasant sector.



But our field cbservation also indicated that while cooperatives sell
all of their produce to the state purchasing agency individual farmers
have a possibility of selling their produce in open markets (after they
hand in their quota to the purchasing agency} at 2 price which in general
is higher than the price paid to the cooperatives.Under this condition
in which cooperatives are favoured in one respectﬁand are penalized in
another, it would be difficult to judge whether the cooperatives are
gaining or losing. In attempting to determine the net gain or loss by
the cooperatives the following simple mathematical formula was developed

and applied.

Let:

Gs = the gain by the cooperatives from the sale of their products
at a fixed price to the AMC relative tc the individual peasant
sector

L = the loss incurred by the cooperatives because they are un-=
able to sell their products in open market.

NG = MNet gains or net loss

Xj = the quantity of the jth product delivered by the cooper-

ative to the purchasing agency

P1i = AMC quota price of the j th product on the market of the

individual peasant farms.

AMC price of the j th product on the cooperative market.

(.
it



P -
3] = Open market producers' price of the J th product.
YJ = the per capita delivery 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 relative to the

individual peasant sector can then be given by the following:

G = J

s TogXy (P P, (6.1)
o <1 -
=< X, i . A — 6.2
L E:XJ (P3j LJ) (6.2)
3 i & B © ;. % {1 s = Py
NG FYim (P2J P'J) Z(XJ Yim) (P3J 2_1) .. (6.3)

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 they incur because they are unable to sell
their products in the open market. Equation 6.3, on the other hand,
measures the net net gain or loss depending on its sign. |In effect, it
measures the implicit subsidy or tax that the cooperatives receive or pay

on their output.

But cooperatives, as we stated earlier also enjoy favourable prices
in the purchase of inputs (i.e., fertilizer)3. If we denote the price
differential that they enjoy from the purchase of a quintal of fertilizer
by#P and the total fertilizer that the cooperatives purchased by Q then

the gain, G;, from the purchase of input is:



Gi = Q@geccceceaian.. S TIITIY (6.4)
Adding 6.4 on 6.3 we obhtain:

N = EVYim (P?_J. ¢ Pil —gg(xj = m) (P3J.-P2J.) + Q4p.....(6.5)

b

Applying 6.5 on the datah obtained from our study area provide the

following result.

- Fertilizer purchase by the sampled cooperatives = 7923 quintals

Price differential in the purchase of fertilizer = 10 birr/quintal,

Sale of output by the sampled cooperatives to AMC = 41024 quintals

Number of members of the cooperatives = 4402
- Dalivery to the AMC by PA members = 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) (sz - Pij) - [4192h - 2.49 (4402)) (Py = Py) + (7923x10)= 0
4 "P.. s - ¥ =0 1 =
10960 (sz IJ) (41024 - 10960) (P3 Pz) + 79230 birr = 0
As stated earlier however P.. - P.. = 4 or 5 depending on type of

2j ij

the product. Working on the average we arrive at the following:

10960 (4.50) - 300064 (P3 = PZ) + 79230 Birr =0

P35 7 P2y = 49320 + 79230
300064
= 4,28



The result indicates that, if on the average the market prices have
differed from the AMC cooperative prices by q&g birr per quintal, our thirty
cooperatives have neither paid taxes nor have they obtained subsidies from
their 1386/87 markating activities., Had the price differential exceed 3

that level, which it did, the cooperatives have paid implicit taxes.

Thus, teking the actual situation in the country, it seems that the
ccoperatives are not favoured in terms of the input-cutsut pricing system.
Rather, the indication is that the ccoperatives are paving implicit taxes on

the sale of their products to the the AMC.

6.1.2. DISTRIBUTION OF INCOME

6.1.2.1 THE SYSTEM OF PAYMENTS

The income which cocperativa members derive from their labour activity
influences their motivation to work and hence determines the economic result
of the common enterprisfc° This income of the cooperative farmers depend
primarily upon the total output produced by the cooperative and the way in
which it is divided between farmers' income and other activities. The re-
lative position of each member of the cooperative in the income distribution
pattern, however, is a function of his labour input contributed to production=
labour input measured by accumulated points. Thus, agiven the total output,
while accumulated points of each member of the cocperative determine his
share of the bread, the size of the output, on the other hand, that is avail-

able for distribution determines the value of cach point.



Given the above, thercfore, an important issue in the operation of
the cooperatives is the way in which work points are determined in the
cceperative farms.  From our field surveys we were able to distinguish
four types of distribution systems derived from the viay in which work

points are determined. These include:

(1) Distribution Based on Working Hours
(2) Distribution Based on Working Points
(3) Distribution Zased on Working Norms

(4} The Contract System,

(1} Distribution Based on Working Hours

Under this system cf distribution, the working hours rendered by members
in their cooperative ars recorded and provide the basis for distribution of
farmers income. If in their statutes, the working day is to be composed of
8 hours, 8 points will be recorded for all members who participated in any
agricultural operation. The time so recorded will he agaregated over the
year. The total farmers income will then be divided to the aggregate points
to determine the value of each point. Once this is determined, the income
of each member of the cooperative will be arrived at by multiplyina the value
of each point by their respective total pecints. Absentecism and lateness
are the only factors that bring about a relative difference in the incomes
of members. MNeither the quantity nor the quality, howavar, count for the

difference in their carnings,
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{(2) Distribution Bases on Working Points.

]

Under this system of distribution, working points are granted and written
down, which reflect more or less also the working hours. Under this system,
however, different points aregranted “or different types of agricultural oper-=
ations. In nearly ail the coopéfétiQes, while 1.2 points are granted for an
eight hour wsrk in plowing, weeding and threshing, 1.4 pcints are granted for
an applicatfén of herbicides and insecticides. Thus, if all members of a
cooperative are engaged in weeding for eight hours, all of them will equally
be granted 1.2 points each. Under this system, it is pessible that the team
leader grant additional working points for busy working members and may sub-

tract working points from a lazy working member.

(3) oistribution Based on dorking Morms.

working norim reflects a Juantity and quality of work, which can be per=
formed in a uefinite period of time by one (or more) membder(s) who has {have)
average skills anu abilities and average physical strength and who works

(work) efficiently and reliably.

Under this system of distribution, working norins are established for
each ayriculturz! operation and the cooperative grants a certain quantity
of working points for the fulfiluent of sach working norm. If a .ember
(team) works mwore than what is state: vy the norm, toe working ooints recorded

for hiw (team-) would increase accoriingly and vice versa.



By way of an example, suppose that in a repeated experiment, it

was estavlisheu that 2 people who have an average skill and work with

an average intensity can complete weelin; >f one hectare of maize in

Zi days. The cooperative yrants 43 points together for fulfilling that
operation. If two members, in the given period of tiwe worked on 3/4 of
the land the points that would be reccrde? to the embers woul. e Jeter-

mined according to the following.

Work accomplished x total points granted for
dork points: the fulfilmant of the norm

korking norm

Applying the formula to our exauple,
Working puints = 0.75 x 48

i

& points

ift

The problems of introducing such a system are the complications involved

in the recording and the calculation of #orking points and the elaburation

of werking norms.

(4)  The Contract Svstem

In two of the sampled cooperatives, Limu Chemerie and Huruta Hitossa, a

contract system of distribution is being practiced. While in Huruta Hitussa
group contract system has already been introduced in Limu Chemerie family
contract system is in practice. These cooperatives are taken as experimental
cuoperatives., Since the system was intro.uced sume two years ago in Limu

Cheiwerie and in the 1957/33 Crop year in Huruta Hitossa it woul: be tuo early



tc comment on it in this studv. The contract systam how.over, has proved
to be efficient, in terms of previding incentive to mamiers, in other

socialist countries (see, Chapter Z).

So far we have described the various distribution systems which are
being applied in one or another cooperative in our study area. And the
different distribution s§stems are apnlied at the diffcrent stages in the
development of the cooperatives. At the early stage of their development
all cooperativass apply » distribution system based on working hours. As
they develop, however, that system is changed inte distribution based on
working points which in turn is replaced by the onc which is based on work-

ing norms, and finally by the contract system,

But when one sees the line of development of the systems of distrib-
ution, as qiven above, it seesms that it has been reversed In the trans-
ition from a dwarf pre-capitalist economy to sociﬁlism and to communism we
are passing from a conditicn in which there exists a wide gap in the quantity
and quality of labour to wne in which that gap successively narrows down;
we are passing from a condition in which individuals try to evade labour and
work in expectation of commensurable payments to a society in which labour
hecomes more and morc 2 habit of worlk; we are moving from a situation in
which individualistic mentality perdominates to onc in which collective ment=
ality survives. A socialist system (a system in which nayment is to be made
according to abilities) must take intc account the difference that exist

in between people and arrange distribution systems in such a way that it



motivates people to increase their production. But as we have argued
earlier, the payments bhased on working hours and work points do not take

the difference in thaquant;tyand quality of labour ints account. Hence,
they are payment systems.which must be applied when the qualitative and
quantitative difference hetween people are adequately narrowed down. Accord-
ingly, therefore, at the present stage it scems appropriate to beain with

the household (Family? centractual system which gives a considerable chance
for the household to decide on their human and other resources and to qo

dewn to group contractual system, to distribution “ascd an working norms,

working points, and working hours.,

6.1.2.2. INCOME DISTRIBUTION

The income that members of the coeperatives derive From their large
organization is not encouraging, The result of our studies indicated that,
on the average, a member of & cooperative in 1385/87 obhtained 480.67 birr
Per annum and supported 4.9 people.  This then gives a por capita income
of €1.47 birr which is 45.7 percent below the 15€ birr per capita qiven
for the country as a whoice, In fact our study tallics with a much broader
study5 made in gchilalo Pwraja in the 1985/86 crop year on 251 APCs,
According to thét study, the averagc income of a member of a cooperative
in the Awraja was found te He %13.35 birr. Taking an average family size
of 4.9, that study also arrived at a per capita annual income level of 84,34

birr.
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ot only are the average and per capita income tow, but most of
the ccoperative farmers also experienced a progressive decline in thejr income.
Thus, among 154 members of the Apes covered by our interview, 66,9 percent
reported a consistent decline in their income. On the other hand, while
15.5 percent reported a continuous increase, the rest experienced an inconsis~
tent trend in their income. Moreover, a little more than 78 percent of our
farmers reported that the income which they derive out of their large enter-
prisc is unable to cover the expenditures required to satisfy their basic
needs. Among the people who raported a short fall of their income below
their expenditures on basic necessities, about 70 percent reported to cover
their additional requirements through the sale of their assets (basically
livestock), 21,2 percent reported to cover it through borrowing or by the
support of their non-member fomilies and the rest, 8.8 percent report to
it as uncovered, indicating a deterioration in their living conditions.
More important than the above, irdicating the future trend of the cooper-
ative development in the region, is the responses of our respondents on
their income vis~a-vis that of the individual producers. Out of the total,
while 65.5 percent found their income as members being less than that of
the individual farmers, 3i. percent indicated the opposite and the rest

observed equality between their income and that of individual farmers,

Given the above responses of members of the cooperatives, it will not
be difficult to observe that farmers do not still have adequate incentive
which can motivate them tc nrovide the labour necessary 7or high product-

ivity. It is also simple to observe that most =f them are at any time ready



Lo 4o Dack to individual fariming if tney outain the chance to do so. In
tact, in 1jo//35 crop year alone, about 3GUL memoers of the cos.aratives
I the regyion nave abondoned their membersiip and have ascaped to the
neignbouring reyicn, salc or to town.

Qeds stiadA G EqENT Anb MALt Dol S0 sk faw PRGCESS

denerally, it is argued that, the soiv-ecunomic character of the
Cooperative Farms yives the mensers comowners' standing of the large-
seale enteryrise with the riyht tu decide coolectively on all the principal
1Uest10ns of couperative activities (Foket, F. et al, 1376). That is, it
provides the right to cach Covperstive memuer to participate ejually in
making collective decisions on resource allocation and inconie distribution
2of the larje-scale cooperative enterprise,  Specitically, tne members' most

=

impartant righcs arc:

i} to take part in the general assemoly;

i) to elaect uny to we elected tu any office in the faracrs!

Covperative; and

iii) to share in the cooperative incume according to lavour
sarformanca.

The nighest autnority in the farmers' cooperative is tne 8eneral
mssciuly.  The major responsivilities and functions of this General assennly
are:

i) election of the leading buules;
i) approvel of tne lony term and sonual Farm slans srepared on the
farm level determining tne allucation of colicetive resources; and
iii) determination of the pattern of income distrisution of the

Couparatives,



In wur survey tuu, every meaocr enjoys his right to participate
17 the weneral ~ssennly >f the Codderative, e has also o nominal rigint
“to elect™ or o e elected", nominal Jecause what Alec dove Cuncluded
to the woiknozy in wssis alsy asplies hare (see Chanter 2). Indeey both
the peasants and tnoir organizers (uderaj in iaharic) indicated the
S i1
Application of the principlas of "oartisanshis" in the clection process

of the covperative teauershipg., in this respect, it is the pgarty who

ominates party wemoers for election and who ultimately nolg officies,

#either does tne General Hssemoly nave the right to Jyecide sn the

dllocation of resources to various crops ang tae uistrivution of income.
invariasiy in all the Cuoperatives, Jdistrivution of incuiie between Farmers!
incoine anu sther activities is detormine . DY the sane people - seasant
Aryanicers.  ss far as the allocation o resodrces is Concerned, it is
Jertermincg “CCoruing to tne slan which Vs 4 Pepiare] QY tne same eunle,
Thus, it seeis tiat tne rigats of Lembers of the Coogeratives as cu=owners

nave not sotained practical as.lication,

0.5, UTHER FRULLEAS

Ueld.l, Tk VRIGCIPLE oF VRLUWTARD 550 1S LEhis! PRINCIPLE Foo GUESTIUN?

Of the turee .ost inportant oricizles taat must pe applied in the
formation of the Covperatives, the Wrinciple of woluntarisa foruis the core.

ia e

Ine application of this vrinciple taaly the euergence ofsucn enterprises

tarvdgn the initiative of the farmers theiiselves. Gut as

it is being practis-

ed now, the suleryence of couvperatives is far frow Leing initiate oy fariers,
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voluntarism, as it is now practiscd in the country scems to oe concomitant

to '"Yersuation', convincing people towards the formaticn of the cuoperatives,

Fn our stuay region, however, the case bas oeen different ai

(N
(i
L
Lo
[ =
e

3¢ percent of the resgondents reported a case of forced menbersid eith

(M
-

vy the state or by the neighbouring meiwers of the cooperatives. These
respondents are wainly, (out not exclusively) from Assasa and Aminina

1
oF

weredas. here is the story of couperative formation in the two Werc.as.

In mssasa, lLooperatives were cstablisned as the result of the

tmplementation of what in the region is now known as the 'wasie' Project.

Tnree state faras, called Goffer, ardoyita and Garadella were to be

estavlisncu oy tne state in thne dercdn.  To facilitate their establishments

farmers were srouygnc together into villajes constructed by the uproject.

Unce that wis dune, they were then forced into the furmation of AFls - Assasa
now comes First in tne list of wi'Cs in ths country Uccause coovpecratives have
seen established in all the &€ Pas snl sure than od percent of the 4 menbers
Nuve oeen organized in the 45:coqpcrqtives. The case of amingns is o little
vit gifferent. It is force applicd by members against non-memowrs, rather
tnam oy the state, to pull insividual farmers into the already Tormned

covperatives,

in amingaa, first, the land of individual Pia members was fenced and
wrougnt intu the ooundaries of tne cocperative lana., ind then, whenever,
tivestuck pusseu tne ovoundaries intu the land so fenced, tne individual

peasant woulu e sade to pay a penalty of & dirr per head of livestock.
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Moreover, Individual peasant farwmers were tie ones on whose shout lers

orders vy tihe state and tne buraaucracy feil for fulfilment., To avoid
SUCH L FessUres created Sy menders, non-mcitoers had no other chance

than joiniay the cooperatives.

Lol THE <Eul STRATION PROBLEA

Cooperatives, in our study region, will pe reyistered and will be
grovised = legal personality, it they satisfy a number of criteria, including:
i) an actievement of a continuous increase in production in the
three yeaars ﬁrhu£Qhair aoplication for registration;
i) successive increase in meaparship in those same years;

iii}) the existence of 4 well urjanized and a well developed

Jocumentation system; and

iv) absence of indbtedness

1§ couperatives fail to satisfy any cne of the above criteria, they

will not sotain the legal gersonality wiich they ap:ly for. And this has a
e

nuaber of effccts on their jevelopuent. Al tne srivilges provided for
APLS oy law will not oe enjoyed by them. They will pay the Jrice paid by
indiviuual farmers to purchnase fortilizer; they will not have the right
of vurrowing financial resources from banks; memoers will pay taxes that
are ~aic by individual farmers. The only srivilace that they will tatn
is the:5 or Lk bHirr per quintal diffarantial in the sale of their sroducts

to the ANMD.
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Notes to Chapter 6
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Studies = vol 2%, wWo. 1 1j65; .ortd wank, Ethiopia, Ajriculture

- A Strateyy for Growth = A sector Review - march 1,37,

ine information was obtained from Agricultural sarketing Corparation,

Aseia wrancn -
All other inputs, including improved seeds, insecticides and pesticides
coamand the sume price in both tha cooperative and individual rsasant

prrkets.

Jisaygyrayated data by type of grains supplied to the iyricultural

viarketing Corporation by individual peasant farmers were nct obtained.

Tnus zygreyate data was used,

snitaye Uemle, et al., The Role of Looperative in attaining Food

self sufficiency between 1963/3% and 1907/83 (Anharic, Asela, February

1244} .



CONCLUS IONS AND POLICY RECOMMENDAT IOMS

1.  COMCLUSIONS

7.1.1. Our investigation of pubiished and unpublished deocuments
showed that although various policy grounds were provided for their
emergence and development, no producers’ cooperatives seem to hava
developed in pre - revolutionary Ethiopia. APCs are therefore a

phenomenon specific to the post = 197k period.

7.1.2. A number of important conclusions came out of our macro-

level evaluation:

7.1.2.1. In their post=1374 deveiopment, APCs have shown a steady
grewth in all important respects including membership, land size,

number of oxen and agricultural machinery.

it was found that the arowth rates in membership and number of
draft animals between 1980/81 and 1985/86 exceeded that of the rate of
growth of hectarage indicating the consistent increase in the intensity
of human and animal power in the collective farms. The trend in recent

years, however, is one of increasing the intensity of machine power.
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Results also indicate that the growth in inpute has not rasulted
in a corresponding increase in out put as a result of which both yield and

labor productivity in these farms declined.

7.1.2.2. The comparative analysis shoul  that, evaluated in terms
of yield, the performance of the cooperative sector has proved to be
unsatisfactory relative to both the state farms and the individual peasant

sector.

7.1.2.3. As far as the inter = country comparison is concerned,
measured in terms of the growth of numbers of the cooperatives established,
the development of APCs in Ethiopia in tts first stage has been found to
ke faster than past growth in any other socialist country, except Foland
who had reversed into Privat farms in the middle of 1950s. The growth of
membership has however been slower than any other country involved in the

comparison except that of Hangary.

Moreover, results also showed that the growth of cooperatives in
Ethiopia is moving at a slow pace in time compared to the situations of

the other socialis countries.

7.1.3. LP models were built to determine whether or not cacperatives
operating within the technical, economic and social constraints imposed on
them have allocated their resources among the various crops efficiently.

The study was carried in 26 APCs classified into 6 groups in terms of
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differences in technological factors, including land = man ratio; ox-man
ratio, lccal conditions, yield and productivity of labor. This micro -
level investigation into the allccatise efficiency of the AFCs using the

LP method has provided a number of interesting results,

7.1.3.1. The application of the method showed that, thec cropping

pattern of the cooperatives has, in all cases, been sub - optimal. |In
all cases, the optimal solution suggested a shift away from the two
basic products of the region, wheat and barley, to other crops, i.e., oil
crops (fenugrcek) and other cercals depending on the costs of production
and on the local conditions. It alsoc showed that under the oxisting
situation in which the cooperatives nuerate, the use of hired machinery
renders the crop for which it is hired to woerk upon (in our case, wheat)

uncompetitive and favours the production of other crops.

7.1.3.2. In all cases, the optimal solution has improved the total
value of oroducts of the different groups of the cooperatives in varying
amounts = amounts which were lost to the cooperatives bhecause of the
inéfficiencies involved in allocating land to various crops. Defining
the level of operational efficiency of the representative farms by the
ratio of the actual to the optimal farm income, our results also showed
that the operational efficiency of the cooperatives improves from those
cooperatives where average yield and average output per member are small

to those where these two indicies are high,
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7.1.3.3. As far as resource use is concerned, in the optimal
solution, cuitivated land in all cases, has proved to be 3 limiting
resource whose marginal value product increases with a decrease in land-
man ratio. Under the condition in which machine power is used to
cultivate land together with animal and manpower, this ought not to be
surprising for land would be scarce relative to other rescurces. 5till,
however, the decline in its scarcity value with the increasc in land -
man ratio is an important finding which at least directs one in develop-

ing a correct land policy sugacsted below.

In all the cooperatives the optimum cropping pattern, maximizing
total net revenue was arrived at where plowing labor and oX-power hours are
in excess supply. The percentage of this excess labor and ox pawer supply
increased from those typical (representative) farms where the land - labor
and land-ox ratios are large to those where the two ratios ara small. This,

however was qualified by the cropping pattern.

In the optimal solution, weeding labor was found to be 2 Timiting
factor in two of the coopecratives and is nearly fully utilised in the
others. S5till, however, results indicate that, for cooperatives which
have similar cropping pattern, the nercentage unutilised increases with

the decline in land/labor ratio,
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Harvesting labor is limiting in Group # which did not usc any
hired machinery and in Gooup 3 which used machinery on a Timited land.
Otherwise this labor is also underutilised in the optimal solution,
The pattern of the utilisation of threshing labor follwed the Above

pattern.

Because the Arsi peasant intensively utilises his bullock labor
in the threshing of many of his products, bullock labor has been found

to be limiting in two cases and was nearly fully utilized in others.

The optimal solution has also shown the decisive role of workigg

capital in the operation of the ccoperatives.

7.1.3.4. Finally, our analysis of the revenus and expenditure pattern
of the cooperatives indicated that, cooperatives in Groups 1 and 7, whose
physical cenditions is relatively unfavourable and where yield per hectare
for various crops is low, the income generated by the optimal solution was
insufficient to meet the minimum food self - sufficiency requirement or
just barely covered it., The revenue situation improved in those cooperatives

located in favourable physical conditions.

/.1.k. Our study also indicated a number of problems faced by the

cooperatives which hamper their development including:



F.1.8.1. The unfavourable input = autput pricing undcr which the
cooperatives operate and the unfavourable distribution systems to which
members are subjected, to undertake production both of which create a

strong disincentive effect;

7e1.4.2. Low level of the income of members of the ccoperatives
which according to most of them is cgeclining and is less than the income

of the individual farmers.
7.1.5.,3. The problem of forced membership, which violates the
principle of voluntarism and the absence of democratic participation in

the election and decision making process.

7.2, POLICY RECOMMENDATIONS

7eZ.1.1. Our macro = level investigation showed that while APCs
are beceming more and more resource intensive, the productivities of
these factor inputs on the other hand is decling. Obviously and important
factor contributing to this situation was the drought. An appropriate
policy must look into ways of introducing irrigated agriculture. The
relative large size and the surplus labor of the cooperatives indicate a

possibility of labor investment in the development of irrigation systems.
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7.2.1.2. Our comparative investigation also showed that, land,
the main agricultural resource, put under the cooperatives is less
productive than land placed under the state farms or individual producers.,
Even though it is too difficult to suggest conclusive recommendation
involving 21l the three sectors without looking into all other factors
affecting yield, our findings tend to support the view, under present
conditions, of retaining land under private holding than placing it
under the cooperatives since the private holders seem to achieve a higher
y'eld under the condition of the scarcity of yield - increasing inputs
compared tc the cooperatives. This suggests the slow development of

the cooperative sub-sector under more anpropriate conditions,
p

7+2.1.3. However, a slow rate of development of that sub-sector
may not be politically acceptable since it may inply a delay in the
progress of socialism in Ethiopia. This fundamental issue must however
be weighéd against the economic costs which rapid expansion might entail,

cost which Ethiopia can il1 = afford to incur at present.

7.2.2.1. in general, a3 look into the allocative efficicency of the
cooperatives indicated the ecxistence of sub-optimality in the production
pattern of the cooperatives. The optimal pattern of production suggested
by our LP model varied from one group of cooperative to another. This implies
the fact that given the existing technological, physical and economic

situations In which the cooperatives operate any planning which is directed



at maximizing the benefit of the cooperative members should take the
specific position of the cooperative for which the plan is drawn) nto
account to decide on the allocation of land to var ious crops. This in-

dicates a need for appropriate and differentiated land utilisation policy,

7.Z2.2,2. The variation in the marginal value product of land
from cne group of cooperatives tc another and its inversc relation with
land - labor ratio implies a necd to establish an appropriate land
holding anc land allocation for each cooperative which take into account
the resource availability of the cooperatives. Such a palicy should aim
at establishing the optimum land=labor ratio that maximizes the returns
of land to the society. Such a policy, by prohibiting the cooperatives
from appropriating land held by individual producers will not only reduce
the problem of land insecurity but will make the more efficiant utilisa-
tion of that resource possibie.

7.2.2.3. The existence of a disproportionately large amount of
labor and ox power during the plowing season on the one had, and the
utilisation of hired tractors which involve a significant cost on the other
for the same season is something Paradoxical. Indeed, since our findings
indicate the existence of surplus labor even in those cooperatives which
did not use hired tractors, the use of machinery during this season should
be questioned. The Government would need to evaluate the advantages and

disadvantages of the machinery hiring stations now, before it is too late.
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7.2.2.k. On the contrary, the existence of shortage of weeding,
harvesting, and/or threshing labor on the one hand, and the existence
of large uncmployed family labor which is untapped because of the creation
of cooperatives produces yet another paradox-shortage under a condition of
abundance. This situation also implies a meed to draw policy which
encourages the utilisation of family labor in production. Labor can
easily be drawn into production by applying the correct system of distribu=
tion of income within the cooperatives. In many countries this problem
was resolved by introducing the family contract system. If such system,
which allows the flow of family labor is not going to be introduced, our
solution suggestes the utilisation of combine harvesters in the harvesting
and threshing seasons. However, given the fact of relatively bountiful

family labor, the alternative is hardly justified.

7.2.3.1. An investigation into the input - output ~ " pricing
and marketing policy of the government had shown that this policy
contains a contradiction which on the one hand favours the cooperatives
and on the other penalizes them. If the objective of the government is
to encourage their development, a policy must be designed such that
cooperatives in the final analysis receive a net flow of resources. Under
the existing system, this implies an improvement by reducing the per capita
quota placed on the cooperatives below that of the individual peasant farmer &

allowing the cooperatives to sell the produce above that amount on the free marke
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In this respect, however, the most radical solution is to ahendon quota
purchases and allow free competition in the purchase and sale of hoth

inputs and cutputs.

/e2.3.2. As far as an income policy is concerned, given the
present low level of income that is derived from the large collective
farms, one should think of a pclicy which maximizes not only the aggregate
income of the farms but also one which prevents wastage of labor tied in
~Unnecessary operations of the cooperatives in pursuit of increasing
reir total work points - thus untying labor so that it may find an
alternative of creating additional revenue. This implies again setting a
correct distribution system which allows a free flow of labor. The

appropriate distributional system in this case would be the family contract

system.

£.2,3.3. Finally we recommend that cooperatives develop voluntarily
by themselves, by means of education and by example. This we recommended
because the consequences of the application of force have already been
made clear by the cxperience of the cooperatives established in Gedep
fssasa. We also recommend that cooperatives permit democratic participa-
tion in decisions and indeed serve as examples for excellence of

"'socialist democracy' in action.
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