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Abstract

People form cooperatives to do something better than they could do individually or through a
non-cooperative form of business. Forming a cooperative will not automatically solve economic
and social problems. This is because of cooperatives are subject to challenges from internal and
external environment. Different rating variables provided for 103 sample respondents randomly
selected from 26 (twenty six) fruits and vegetables marketing cooperatives in Gamo Gofa to
investigate challenges and opportunities on cooperative growth. The sample was taken after
grouping cooperatives in to three categories based on their member size. One primary
cooperative was selected from each group and finally three cooperatives identified for primary
data. In addition, FGD and key informant interview were also important sources of the primary
data. The data collected were analyzed using simple statistical tools such as frequencies,
percentages, tables, mean and standard deviation with the help of a statistical package called
Statistical package for social science (SPSS). Cooperatives growth, challenges and opportunities
were assessed against different variables and mean values perceived by members (respondents)
were used to generalize the situation. The results suggested that fruits and vegetables
cooperatives in the study area were not in a position to fully exploit the opportunities provided
by the existing environment due to excessive challenge in the operating environment. Challenges
emanated from internal weakness of cooperatives include; the way members dealing with their
cooperatives, governance issues like; low representation of female members, lack of
transparency and accountability, strong degree of reliance on government support and lead by
unqualified (elected) leaders. Challenges posed by the external environment include; high
influence of vested interest, small and fragmented farm land and absences of healthy political
environment, inadequate training access and low price for their products in the presences of
opportunities; accessible marketing information, supportive social environment and conducive
policy environment. For pronounced growth of Fruit and vegetables Cooperatives in the study
area measures should be taken to minimize challenges from internal and external environment

and opportunities should be expanded based on assessment results.

viii






Chapter One

Introduction

1.1. Background of the study
Co-operative Enterprise has a long history and can trace its origins back to at least the 15

Century. However, it was the establishment of the Rochedale Society of Equitable Pioneers in
1844 that is viewed as the foundation of the modern co-operative movement (Tim Mazzarol,
2009). Recent years have witnessed a new interest in co-operative organizations, especially as a
consequence of their transformation and expansion in new fields of activity. These two
phenomena are connected, since transformation appears to be the prerequisite for expanding
activities in new areas and as such, are worthy of specific analysis Banaszak, (2006). According
to Levi (1999) Galera (2004) as Banaszak cited the development of new co-operatives in EU
countries is connected above all to their further engagement in the supply of educational and
social services, which are carried out beyond the “boundaries” of the co-ops membership. This
emerging trend undermines the traditional model of co-operatives, which is based on both a
single stake-holding system and the identification of members and users, leading toward
openness and readiness to have additional interested parties sharing in the duties and benefits of
the organization.

Cooperatives are an ideal medium for sustainable livelihood due to their sustainable enterprising
objectives, and ability to mobilize people to interact effectively with government and other
institutions in the community. They are suited to local development because they organize local
people, respect local culture and understand local way of living. Being grassroots initiatives,
they are formed to respond to members needs at the local level. Co-operatives seek to build good
society guided by mutual cooperation, not competition; motivated by need to build moral
character, not profits; creating human dignity, not wealth (Esther & Kirianki, 2012). Co-
operatives are autonomous self-help organizations controlled by their members. If they enter into
agreements with other organizations, including governments, or raise capital from external
sources, they do so in terms that ensure democratic control by their members and maintain their

co-operative autonomy (ICA, 1995).



According to Tim Mazzarol (2009) Co-operatives are still being used in developing economies
as a mechanism for economic self-advancement. They offer the promise of lifting communities
off state welfare, providing for greater self-determination, and fostering sustainable economic
growth. Their role in this type of economic regional development has placed them within the
“social economy”, or the third path between that of government controlled or privately held
enterprises. Conference in Addis Ababa in the issue of harnessing cooperative advantages also
agreed that Cooperatives bring together one billion people as members and secure the livelihoods
of as many as three billion people. They have provided job opportunities to about 100 million
people worldwide. In China, 43 million rural families are engaged in agricultural cooperatives. In
Japan, '91 percent of farmers are cooperators while in Kenya, 63 percent of the population derive
their livelihoods from cooperatives. Despite the widespread presence, significant contribution to
the social and economic development around the world over the last 160 years and efforts to
popularize them from the highest levels of the international development arena, “The co-
operative world is not as well known as it should be. It is hard to pinpoint the exact reason, but
part of the problem is that the movement is not able to sufficiently brand itself in the public
mind” (Cronan, 2007). This problem is more pronounced in developing countries, mainly Africa
(Ether& Kirianki 2012).

The history of formal cooperatives in Ethiopia dates back to 1960, when the first directive of
cooperatives was enacted. Since the introduction of the cooperative directive, Ethiopia has
enacted four new proclamations and an amendment act: Directive N0.44/1960, Proclamation
N0.241/1966; Proclamation No0.138/1978, Proclamation No. 85/1995, Proclamation No.
147/1998, and Amendment act No. 402/2004. The latest proclamation ensures that cooperative
policy is fully consistent with the Universal Cooperative Principles and the ILO’s Promotion of
Cooperatives Recommendation 193 (2002). Today’s government of Ethiopia has identified the
cooperative form of business organization as instrumental to socio-economic development and
has paved the way for better cooperative development in the country by creating the legal basis
and expansion of human resource development at the higher institution levels. (ACSDSG-2012-
2016).

Accordingly, the Government of Ethiopia’s economic growth strategy, Agriculture

Development—Led Industrialization, has placed high priority since the early 1990s on



accelerating agricultural growth through the commercialization of smallholder production
(Bernard et al, 2013). Formation of agricultural marketing cooperatives points out two major
reasons: solve market failures and to address distortions in the supply chain (Nimble, 2005:1).
Furthermore, Nimble (2005) stated that the need for formation of agricultural marketing
cooperatives lies on the elimination of middle person (unnecessary profits in trade and
commerce) and promotion of socio-economic well-being of their members, in the long run,
among the people. The Government has reviewed experiences in cooperatives promotion and
development and drawn a national legislation to promote the development of cooperatives to
foster the social and economic development of the country. A Cooperative Desk has been formed
under the Office of the Prime Minister to oversee the policy, research, Organizational and
technical conditions of Regional Bureaus of Cooperative Promotion and Development. Federal
Cooperative Commission is established by “Cooperative Commission” Establishment
Proclamation No., 274/2002, which latter on renamed as Federal cooperative Agency in 2006. It
is established as autonomous federal government organ, which is accountable to the Ministry of
Agricultural and Rural Development (ATA, 2012).

Agricultural cooperatives can help farmers get a better deal at various stages of production and
distribution (Prakash, 2000:9). Through membership in a cooperative, farmers are collectively

able to negotiate better prices for inputs, transport and storage facilities.

1.2 Statement of the Problem
Co-operative enterprises have been around the world for over 160 years, have made and continue

to make tremendous contribution to social and economic development but there is little research
and knowledge about Co-operatives especially in Africa (Develtere, & Wanyama, 2007)
(Pinto,2009). Despite the widespread presence, significant contribution to the social and
economic development around the world over the last 160 years and efforts to popularize them
from the highest levels of the international development arena, “The co-operative world is not as
well known as it should be. It is hard to pinpoint the exact reason, but part of the problem is that
the movement is not able to sufficiently brand itself in the public mind” (Cronan, 2007) as cited
by Ether& Kirianki (2012).This problem is more pronounced in developing countries, mainly

Africa Esther and Kirianki added. Certain attributes of cooperatives make them best suited for



addressing the global crises. For example, the coZp nature offers the world positive human
possibilities. The codp uniqueness is earth friendly. CoZps personality is distinctively about
humanity, by humanity and for humanity. Moreover, CoZps apply resources to serve humanity
(conference held in Addis Ababa, 2012). The current global economic, social, governance and
environmental crises are threat to development throughout the world. Nonetheless, these crises
could be seen as opportunities for cooperatives make a greater contribution to development
processes. The Government of Ethiopia is encouraging and supporting the establishment of
cooperatives in various spheres of the country’s economy. As a result, the cooperative movement
is expanding, diversifying and growing at a rapid pace. But as in other developing countries, the
sector also faces the organizational and structural, resources, political, legal, and monitoring and
evaluation problems Veerakumaran, (2007)

Currently in Ethiopia the number of cooperative enterprises has been increasing rapidly and they
play a major role in ensuring members’ social cohesion and economic improvement. However
the situation can be improved further. Ethiopia’s growth and transformation plan foresees a
central role for agricultural cooperatives in increasing the productivity and household income of
smallholder farmers (ACSDS, 2012-2016). However, the movement towards the production and
marketing of agricultural products to the market has a recent phenomenon and even the
agricultural cooperative unions are relatively recent establishments. Despite the benefits of the
current cooperative sector, and support from the government and development partners,
Ethiopian agricultural cooperatives face a number of key constraints that limit their ability to
provide core services to their members in a sustainable and scalable way. A number of problems
can be mentioned at this end; problems related with management and leadership, failure to
implement internationally accepted cooperatives principles, limited opportunities in the
environment and excessive challenges in the environment. Thus, it seems that no substantial
attempts have been made to assess the opportunities presented and to examine the constraints
encountered by farmers’ cooperative union. Therefore, it is worth mentioning at this juncture that
a closer examination of the opportunities and challenges of farmers’ cooperative union would be
a paramount importance in taking preventive actions, corrective measures, and exploit the

existing opportunities.



1.3 Research Questions
U How agricultural cooperatives are benefiting their members?

U What are challenges on growth of Gamo Gofa Farmers Fruits and Vegetables marketing
cooperatives?

0 What are exploitable opportunities in the environment of Gamo Gofa farmer’s Fruits and
Vegetables marketing cooperatives?

U0 How to eliminate challenges and expand opportunities to insure better growth and
development in the area?

1.4 Research objectives
The General objective of the research is to determine growth and assess the challenges and

opportunities of agricultural cooperatives in case of Farmers Fruits and Vegetables marketing
cooperative in Gamo Gofa Zone who established GGFFVCU.
Under this basic objective, specifically the research is;
U To determine the growth of agricultural cooperatives by using different rating factors to
know the existing situation of Fruits and Vegetables marketing cooperatives
U To assess challenges and opportunities in the operating environment of cooperatives in
the area.
U To assess member’s perception on the challenges and opportunities in Gamo Gofa

farmers fruits and Vegetables marketing cooperative.

1.5 Significance of the study
The study is hopefully expected to become a stepping stone for others who would like to conduct

further research pertaining to the topic in other areas. More eminently, it would be useful to
elucidate the challenges of farmer’s cooperatives by taking the study area into consideration.
Furthermore, the study will serves as an input to policy makers on how to deal with challenges
and elude the constraints of cooperatives and identify opportunities of the agricultural
cooperatives in the region and in the country at large. Finally, the recommendation emanated
from the finding of the study could provide a life giving approach to those who are participating

in cooperative development program.



1.6 Scope of the Study
The study is confined to agricultural cooperatives which are engaged in producing and marketing

agricultural products such as; Mango, Banana and Apple fruits mainly. The study was conducted
in the case of Gamo Gofa Zone farmer’s fruits and vegetables marketing cooperatives. There are
26 (twenty-six) basic primary fruits and vegetables marketing cooperatives engaged in producing
and marketing fruits to Addis Ababa and other main cities of the country. All Fruits and
vegetables producer’s group in the study area established one union called Gamo Gofa farmer’s
fruits and vegetables marketing cooperative Union since June, 2005. In the process three basic
primary agricultural cooperatives selected in the way they represent all 26(twenty-six) basic
primary Fruits and vegetables cooperatives by considering the size of members to insure
representation of those who have small number size, medium and large member size. The
research is limited to determine cooperatives growth in terms of implementing internationally
accepted coops principles, membership growth and participation and creation of additional
income for their members. The assessment is also limited in governance issues and members
participation on coops issues from the internal environment and policy, political environment,

and influence of vested interest from external environment.

1.7 Limitations of the Study
The researcher encountered numerous problems in finding necessary updated data in the research

topic. Much of time and energy is spent on tracking relevant data which affected the smooth
running of the research work. Three primary cooperative were selected to represent all twenty six
(26) fruits and vegetable producers group in Gamo Gofa Zone and proximity to main city
Arbaminch is taken in to consideration because of time and budget limitations, therefore it may

create gap to some extent.



1.8 Organization of the Paper
The paper is a descriptive survey, which involves the collection of data though different data

collection tools for the purpose of analyzing the challenges and opportunities in growth of
agricultural cooperatives in the case of gamo gofa Zone smallholder fruits producing farmers.
The remainder of the paper is organized as follows. The first chapter deals with an introductory
part, which presents the general background, statement of the problem, objectives of the study,
its significance, scope and limitations of the study. Chapter two discusses the theoretical and
empirical literatures related to the research. The third chapter deals with the description of the
study area. This is followed by the discussion of the methodology used in the research in chapter
four. Chapter five presents the result and discussion part of the study. Finally, the conclusion and
recommendation of the study are presented in chapter six.



Chapter two
Review of literature

2.1. Understanding cooperatives.

2.1.1 Concept of Cooperation
Religion dictates as a fundamental principle that social justice should (prevail) in the world. ...It

is not sufficient to hold out a helping hand to our fellow-men in a time of crisis. It is more in
keeping with the dignity of human personality that they should be given a chance to make their
own contribution and to move under their own power. ...Through cooperation ...we can build a
society where these needy brothers will have a chance to live and contribute to the general good
and the greater glory of God (Coady, 1939, p. 9-10) (Greg Lawless, 2004). Cooperation is the
noblest idea. It transforms human life from a conflict of classes struggling for opposite interests
to a friendly rivalry in the pursuit of common good of all. Cooperation means nothing less than
an economic system designed to suppress exploitation by mutual aid. Cooperatives all over the
world are instruments of social and economic transformation. People come together not only for
fellow feeling but also to help themselves.

Group of individuals around the world and throughout time have worked together in pursuit of
common goals. Examples of cooperation, or collective action, can be traced back to our
prehistoric predecessors who recognized the advantage of hunting, gathering, and living in
groups rather than on their own. The earliest cooperative associations were created in Europe and
North America during the 17" and 18" centuries (Greg Lawless, 2004). Today, in an era when
many people feel powerless to change their lives, cooperatives represent a strong, vibrant, and
viable economic alternative. Cooperatives are formed to meet peoples’ mutual needs. They are
based on the powerful idea that together, a group of people can achieve goals that none of them

could achieve alone (Bello, 2005).

2.1.2 Definitions of Cooperative
In 1942 Ivan Emelianoff, a respected cooperative scholar, remarked that “the diversity of

cooperatives in kaleidoscopic and their variability is literally infinite. As a consequence of this
diversity, no universally accepted definition of cooperative exists. The cooperative model has
been adapted to numerous and varied businesses. Two definitions, however, are commonly used.

According to the international co-operative Alliance (ICA); a cooperative is an autonomous

8



association of persons united voluntarily to meet their economic, social, and cultural needs and
aspirations through a jointly owned and democratically controlled enterprise. The ICA definition
recognizes the essential elements of cooperatives; membership is voluntarily, coercion is the
antithesis of cooperative that persons compelled to act contrary to their wishes are not truly
cooperating. True cooperation with others arises from a belief in mutual help; it cannot be
dictated in authentic cooperatives, persons join voluntarily and have the freedom to quit the
cooperative at any time.

Another widely accepted definition is the one adopted by the United State Department of
Agriculture (USDA, a cooperative is a user owned, and user controlled business that distributes
benefits on the basis of use. This definition captures what are generally considered the three
primary cooperative principles such as a user’s ownership, users control and proportional
distribution of benefits. In this study the ICA definition was adopted because of its
comprehensiveness and the recognition given as a leading authority that is accepted by the
cooperators throughout the world as the supreme authority for defining cooperation and the
underlying principles which give motivation to cooperative enterprises and help define the
operational definition of cooperatives worldwide. The Central Council for Agricultural and
Horticultural Cooperation, USA, also defined as an “association of producers or consumers who
together can achieve some commercial objectives more successfully than they can as individual”
(Barker, 1989:20). Thus, cooperatives can be formed in various sector of the economy of a
country such as agriculture, mineral, industries and services.). International Labor Organization
(ILO) also states that members accept a fair share of the risks and benefits of their cooperative
undertakings (ICA, 1995).

2.1.3 Valuesand principles of cooperatives
Cooperatives are based on basic values and principles. Cooperative values are general norms that

cooperators, cooperative leaders and cooperative staff should share and which should determine
their way of thinking and acting. The values, which are articulated by the ICA in a statement in
1995, include self-help, self-responsibility, democracy, equality, equity and solidarity. The
values statement further articulates values of personal and ethical behavior that cooperators
actualize in their enterprises. They describe the kind of people cooperators strive to be and the
traits they hope to encourage through cooperation. These are honesty, openness, social

responsibility and caring for others. The statement of cooperative identity adopted by the ICA
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provides the operational values up on which cooperatives are founded. These values are
categorized as basic and ethical values. The basic values are self-help, self-responsibility,
democracy, equality, equity and solidarity where as the ethical values are honesty, openness,
social responsibility, and caring for others.

Cooperative principles on the other hand, are guidelines by which cooperatives put their values
into practice. The principles rest on a distinct philosophy and view of society that helps members
judge their accomplishments and make decisions (Hoyt, 1996) (Bello, 2005). Before 1995, the
ICA has made two formal statements of the cooperative principles, in 1937 and 1966. In 1995,
the ICA redefines, restates and expands the cooperative principles from six to seven in order to
guide cooperative organizations at the beginning of the 21% century. The principles are:
Voluntary and Open Membership; Democratic Member Control; Member Economic
Participation, Autonomy and Independence; Education, Training and Information; Cooperation
among Cooperatives; and Concern for Community (Ahmad Bello Dog 2005).

2.1.4 Types of cooperatives
Many types of cooperatives have been established worldwide to serve the interests of members,

including consumer, producer, worker, and service cooperatives. The various cooperative types
provide members with diverse products and services, including financial services, equipment and
farm supplies, marketing of agricultural products, consumer goods, utilities (e.g., electricity,
telephone), housing, and other services (e.g., insurance). Barton (2000) points out that, although
cooperatives are common in many parts of the world, their most extensive and successful use
during the last century has been in North America and Europe.

Agricultural cooperatives can be classified into three broad categories according to their main
activity, namely marketing cooperatives (which may bargain for better prices, handle, process or
manufacture, and sell farm products), farm supply cooperatives (which may purchase in volume,
manufacture, process or formulate, and distribute farm supplies and inputs such as seed,
fertilizer, feed, chemicals, petroleum products, farm equipment, hardware, and building
supplies), and service cooperatives (which provide services such as trucking, storage, ginning,
grinding, drying, artificial insemination, irrigation, credit, utilities, and insurance) (Cropp &
Ingalsbe, 1989) (DFID, 2004). These cooperatives usually vary greatly with regard to functions
performed, and can also vary greatly in size. Most of the agricultural cooperatives are relatively

small businesses. In 1999, for example, 50% of cooperatives in the US had less than $5 million
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in gross business volume and accounted for about 3% of total agricultural cooperative business,
whereas 0.5% of cooperatives had a gross business volume of $1 billion or more and accounted
for 43% of total business volume (Cropp, 2002) (Brhanu, 2011).

2.2 The Difference Cooperative and Other form of Enterprises
Cooperatives operate very much like other businesses. They must serve a market efficiently and

effectively, they must be well managed, and they must survive financially. However, there are
important distinctions that make cooperatives unique. Laidlaw (1974) examines the difference
between cooperatives and other businesses in relation to three main groups of people responsible
for bringing them into existence and keeping them in operation. The three groups are: the
persons who own them (the shareholders, the investors), the persons who control them (the
effective decision makers) and the persons who use them (the customers). According to him, in
typical capitalist business, especially large enterprise and multinational corporations, these three
are separate and distinct groups. In small private business the situation is generally much better
because of the close connection between shareholders (investors) and control. In a small retail
business, for example, the first two components are often identical. But still the users, the
customers, are a separate group. In a cooperative, all three come together to form a unity; those

who own, those who control, and those who use are one.
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The diagrams below give a picture of the uniqueness of cooperative societies (Ahmad Bello,
2005);
1. Large Business / Multinationals

PERSONS PERSONS PERSONS
WHO OWN WHO WHO USE
CONTROL

2. Small Private Business

PERSONS

friieivi PERSONS
PERSONS PHO
WHO CONTROL CONTROL

_3. Cooperatives

PERSONS WHO OWN
PERSONS WHO CONTROL
PERSONS WHO USE

The points of comparison apply also to public enterprise and cooperatives, though in a different
way. In public enterprise, the components of ownership, control and use are separate and
disjointed, in contrast to cooperatives, where they are unifies. In cooperatives, responsibility and
accountability are direct; in public enterprise they are indirect and frequently difficult to trace.
(A. Bello, 2005)

2.3 Cooperative movement in Ethiopia
Cooperation is an age-old tradition that runs through the fabric of Ethiopian society. For

centuries, the spirit of self-help has been an integral part of farming communities. However,
despite the existence of a number of agricultural cooperatives in Ethiopia, with a membership of
millions, smallholder farmers continue to be under-served, exploited and marginalized (Walton,

2001). The modern from of cooperatives were formed in Ethiopia during the era of Emperor
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Haile Selassie - I. since then, it has gone through several modifications, and now it has been
redefined in proclamation No. 147/1998 issued on December 29, 1998. This proclamation is
consistent with the Universal Cooperative Principles and the 2002 ILO Recommendation 193.
The proclamation consists of 10 parts which explain what is cooperative societies, how to form
and register a cooperative, rights and duties of cooperative and so on.

The progress and development of cooperative movement in Ethiopia is chronologically

summarized as follows;

2.3.1 Traditional forms of Cooperation in Ethiopia
As many literatures indicate, cooperative life is very common and age-old practice among the

Ethiopian communities. According to these literatures, the country has experienced various
traditional/informal/institutions both in rural and urban areas for a long time. Some of such
informal co operations include: Debo, Wonfel, 1ddir, Iqub, Mahiber, and etc. These traditional
forms of institutions are autonomous, and highly respected organizations, that perform diverse
socio-economic and political activities (Kebebew, 1978:8; Tegegne, 2001:41; Brhanu 2011). The
various socio-economic activities that are undertaken through such organizations includes
ploughing, weeding, moving, harvesting, house construction, and conducting wedding and
funeral ceremonies and so on. According to Tegegne (2001:41), the embedded social capital
between the members of such organizations facilitates cooperation, information communication,
trust and linkage among members, all of which are very important to undertake the
aforementioned functions. However, the development potentials of such institutions has not been
fully utilized yet mainly because of absence supportive legal and policy framework (Hailu,
2007:23).

2.3.2 Modern Cooperative Movement in  Ethiopia
The history of modern cooperative movement in Ethiopia dates back to imperial regime, where

government formally issued decrees for the first time to establish modern cooperatives
(Kebebew, 1978:8; Hailu, 2007:24). The historical overview of such modern cooperative

movement in the country is presented briefly in the following sections.

2.3.2.1 Prerevolutionary Cooperative Movement
In the 1960s, two cooperative acts were adopted for the first time in Ethiopia. The first was

Decree No. 44 of the 1960 called the “Farm Workers Cooperatives”. It was considered to be
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important in implementing the first five year development plan of the government (i.e. 1958-
1962), and was meant to serve purposes of arranging cooperative production, processing,
transportation and marketing of agricultural production and commodities. Moreover, it was
supposed to operate and administer the livestock, machineries and other agricultural properties of
the cooperatives; promote good farming and other agricultural practices; and cooperation among
members of cooperatives. The sprit and provisions of these decree was to create collective
production cooperatives under Ministry of National Community Development, for landless
tenants. The creation of such cooperatives was taken as an alternative means to overcome
pressure against an oppressive land tenure system, which was feared to entail land tenure reform,
that if materialized could disturb the then existing domineering socio-economic and political
order. Accordingly, the government was to provide the cooperatives with government land,
which was to be owned collectively as ‘Rist’ land, and thereby control the then prevailing serious
unemployment and other socio-economic problems on a ‘piece-meal’ fashion, of course, without
making any fundamental policy of structural change (Kebebew, 1978:8).

The second decree was the Cooperative Society Proclamation No.241/1966 which was part of
the governments Second Five Year Development Plan (1963-1967). According to Kebebew
(1978); in the 1966 decree, the government aimed at the establishment of service cooperatives,
where ownership of the means of production and cultivation remains independent, but
agricultural inputs and marketing are performed cooperatively. The objectives of these
cooperatives include: reducing the cost of credit, reducing the cost of goods and services for
production and consumption; minimizing and reducing the individual impact of risks and
uncertainties, spreading knowledge of practical technical improvements; and other related

activities (Hailu, 2007:25). However, another argument states that during the imperial era,

cooperatives were primarily created to support the production of high-value agricultural exports,
such as coffee. Membership consisted of farmers with large landholdings and tended to exclude
smallholders. By 1974, the end of the imperial era, only 149 cooperatives existed in the entire
country, including 94 multipurpose, 19 savings and credit, 19 consumer, and 17 handicraft

cooperatives (Bernard et al, 2010:15).
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2.3.2.2 CooperativaMovement during the Military Regime (1974991)
The 1974 revolution of Ethiopia had brought about fundamental structural changes in socio-

economic and political order of the country. It has created a significant landmark by adopting
socialist line of development in 1975. According to Kebebew (1978:10), the revolution has
considerably and effectively attacked some of the obstacles to cooperative movement during the
pre-revolutionary period such as institutional (like land tenure system), and other financial and
administrative problems. Abolishing the relationship between the landowners and the tenants,
and the formation of Peasants Association at Kebele, Woreda, and Awraja levels were provided
by Proc. No. 31/1975, which was issued by the Provisional Military Administrative Council
/PMAC/ to put ground towards the implementation of agrarian reform. Accordingly, Proc. No.
31/1975 proclaimed for public ownership of land by abolishing private ownership, and also
provided for the establishment of Peasant Associations (PAs). Besides PMAC issued Proc. No.
138/1978, which was even more imperative for the development of cooperatives, that intern were
deemed to be crucial in addressing the intended agrarian reform (Kebebew, 1978:10; Tegegne,
1988:6; Hailu, 2007:26). There were two main types of farmers’ cooperative during the Derg:
service cooperatives and producer cooperatives. The former were charged with managing input
supply, credit, output purchasing, milling services, and the sale of consumer goods for
smallholders. The latter were collective production units that were ultimately found to be one-
third less productive than individual farms (Desalegn, 1994:138; Kebebew, 1978:10; Bernard et
al, 2010:15). Both types of cooperatives played a central role, alongside the kebele
administration, in levying and collecting taxes from smallholders, extending state control to the
local level, and promoting a socialist ideology. Farmers came to view these cooperatives as well
as their state-appointed leaders as synonymous with government oppression. It was not until
1989 that some degree of liberalization was introduced, though it proved to be too little and too
late, as the Derg was overthrown by 1991 (Bernard et al, 2010:16).

2.3.2.3 Cooperative Movement in Pogt1991 Ethiopa
Following the 1991 collapse of the military government, many radical changes have been

observed in socio-economic and political atmosphere of the county. For one thing, the country
has changed from centrally planned command economic policy to free market economy
(Hailu,2007: 28). It has also undergone various political and economic reforms such as

decentralization, democratizations, privatization, currency devaluation and economic
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liberalization (Hailu, 2007:29). In line with these measures, the government acknowledged the
decisive role of peasant associations such as cooperative, and made some positive policy
statements towards cooperatives. Accordingly, the transitional government of Ethiopian has
enacted its first agricultural co-operative law (i.e. Proc.No. 85/1994), which provided for the
establishment and reorganization of autonomous and genuine primary level agricultural
cooperatives that are supposed to operate in accordance with the rule of free market economy.

Moreover, The Ethiopian Government in 1996/97 prepared a draft cooperative law with the
mission to enable the rural and urban working people solving their socio-economic problems
based on their local resource basis. To this end, the new law proposed for the pooling of the
responsibilities of organizing and promoting all types of cooperative societies under a single
administrate agency (i.e. a commission at federal level and bureau at regional levels); unlike
Proc.N0.138/1987 of the previous government that segregates such responsibilities to different
government organs (Hailu, 2007:31). Accordingly, Federal Cooperative Commission is
established by “Cooperative Commission” Establishment Proclamation No., 274/2002, which
latter on renamed as Federal cooperative Agency in 2006. It is established as autonomous federal

government organ, which is accountable to the Ministry of Agricultural and Rural Development.

According to Hailu (2007), legal and policy defects of the 1994 proclamation and related
cooperative laws have given an impetus to the formulation and issuance of the “Cooperative
Societies Proc.N0.147/1998 Which provides a detailed policy rules with respect to issues such
as: the formation and registration of cooperative societies; the rights and duties of members of a
society; management of cooperative societies; and their special privileges. Moreover, it
proclaimed for the issues of asset and funds of cooperative societies; their audit and inspection;
dissolution and winding up of societies; settlement of disputes, and other miscellaneous
provisions. Accordingly, with some amendments made latter on to Proc. No 147/1998 by
“Cooperative Societies (Amendment) Proc. No 402/2004, which, the Council of Minster has
provided for its implementation by “Councils of Ministers Regulation No. 106/2004 (Federal
Negarit Gazeta, No 27/1998; and No. 43 and No. 47/2004). Moreover, Cooperative Society proc.
No. 147/1998 also provides for the establishment of cooperatives, according to their nature, at
different levels into four-tier structures: the primary societies (i.e. the lowest level which is

supposed to be formed by ten or more persons who live, or work within a given area, and who
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have common interest); the secondary level (i.e. district and regional unions formed by two or
more primary level cooperative societies); tertiary level (i.e. federation of different unions at
regional and/or inter-regional level); and the quaternary level or cooperative league (i.e. the
confederation of all level cooperatives in the country at the national level).

Accordingly, the Government of Ethiopia’s economic growth strategy, Agriculture
Development—Led Industrialization, has placed high priority since the early 1990s on
accelerating agricultural growth through the commercialization of smallholder production. The
strategy has driven the introduction of policies to promote (1) a more supportive macroeconomic
framework for growth and development; (2) liberalized markets for agricultural products; and (3)
a strong extension and credit-led push to intensify staple production with modern inputs,
especially seed and fertilizer (Bernard et al, 2010:16).

2.4 Agricultural marketing cooperatives
In developing countries, the percentages of the population living in rural areas are typically the

majority; the villages are almost farmers and are distinguished by subsistence economy. Their
production unit is based on the family labor which produces the food for its own consumption,
and for payment of debt, taxes, and other expenses (Galor, 2009:16). Another characteristic of
the agricultural marketing in rural areas lies in the fact that poor famers in developing countries
sell their produce at the harvest time as ‘distress sale’ because the poor have no holding power,
till prices rise by the better farmers, because of pressure of several type of objectives, as to pay
taxes and meet household needs children’s education, clothing and other basic necessities which
need urgent fulfillment (Woldu, 2007:24). The issues and concerns in marketing relate mainly to
the performance (efficiency) of the marketing system, which depends on the structure and
conduct of the market. An efficient marketing system helps in optimization of resource use,
output management, increase in farm incomes, widening of markets, growth of agro-based
industry, addition to national income through value addition, and employment creation (Acharya,
2004:1).

Agricultural marketing cooperatives are set up in order to market and sell the marketable
surpluses produced by its members such as cereals, Fruits and vegetables, oilseeds, coffee,
livestock, and fish produces when prices are better for their maximum benefit. So marketing co-
operative is a beneficial system in which a group of farmers join together in order to carry out

part or all of the process involved in bringing the produce from producers to consumers (Woldu,
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2007:25). At the same time Eberhard (1977) cited in Woldu (2007:26) has identified that the
agricultural service cooperatives can engage in any of the following operations;

a) Supplying of artificial fertilizers, selected improved seeds or plants chemicals tools and
technical equipments, lubricating oil and other similar products and animal feed;

b) Provision of financial means trough credit schemes, supply of other needs goods etc, and the
arrangements for their repayment

c) Consultation on agricultural problems with respect to choice of crops, selection of proper
cultivation methods.

d) Produce storage on farms and in the corporative establishment;

e) Marketing of cash crops (coffee, cocoa, tea etc) by exportation and of minor crops
(vegetables, citrus, fruits, etc, within the nation or outside.

Over 40 years have been counted since the modern farmer's cooperatives came into existence in
Ethiopia. The first period to the emergence of modern cooperative societies was during the
Emperor Haileselasie ruling period in 1961. During the imperial ruling period, modern
cooperatives in the agriculture sector came in to existence mainly to undertake commercial
agricultural production for export purposes. During this time the first cooperative legal action
was made and it is known by Decree number 44/1961. The main reasons for this decree was the
increase in number of unemployment, the fast increase of migration from rural area to urban, the
increase in number of students who drop out of their education, and finally the disarmament of
the military without proper compensation and pension. Cooperative movement in Ethiopia was
started in the 1960s with the launching of the comprehensive agricultural development projects
such as the Chilalo Agricultural Development Unit (CADU) (Zerihun, 1998). Accordingly, the
first cooperatives’ proclamation known as proclamation number 241/1964 was put in place.
Based on this proclamation 158 cooperatives were established with 33, 400 members and 9, 970,
600 Birr total capital. However, the focus was only on potential areas for agricultural production
in order to enhance the production of economically important crops/cash crop for export and as a
result, land ownership was basic criterion for membership. In most part of the country few
landlords owned the land. So from the very beginning, it failed to meet the demand of the
marginalized group of farmers. Commercial farmers were encouraged to become members of the

cooperatives (Zerihun, 1998).
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In 1974, the Military junta overthrown Emperor Haileselasie government and established a
socialist type of government. The government proclaimed cooperative organization proclamation
in 1978: proclamation number 138/1978. During this era, tremendous efforts were done to
promote agricultural service cooperatives as well as producers cooperative societies. However,
cooperatives’ movement used to suffer from a loss of credibility in the eyes of their members and
the public in general because of the political ideology of the then existing government. Up to
1990 there were 10,524 different types of cooperatives with 4,529,259 members and capital of
Birr 465,467,428 throughout the country. From these cooperatives 80 percent were rural
cooperatives. At that time the then existing government gave due attention for the cooperatives
(Zerihun, 1998). Even though the military government issued a proclamation to promote and
support cooperatives, its main target was to promote the socialist ideology throughout the rural
Ethiopia using cooperative as a means of attaining its objectives. The members were forced to
form or join in to cooperatives. Dessalegn (1994) revealed that MoA auditors investigated more
than 24 million Birr was misappropriated by the management committee and employees of
MPCSs. That was almost the tip of the iceberg, given that audits were carried out on fewer than
25 percent of cooperatives. The members lacked tangible benefits and there was no role to play
for members hence sense of ownership gradually degraded (Dessalegn, 1994). The existing
government has shown its commitment for farmer's co-operative promotion since it came in to
power in 1991. Initially the Government enacted agricultural co-operative proclamation
incorporating the internationally accepted principles. The intension was both to reorganize
organize farmer's co-operatives, which can work in the free market economy. The government
continued its effort to promote various types of co-operatives throughout the country and
introduced co-operatives proclamation No. 147/1998. Since then different agricultural and non
agricultural co-operatives have been organized and established (FCA, 2005). Thel998
proclamation has created favorable condition for the promotion of cooperatives into higher-level

business organization or unions by pooling their resources together.

2.5 Benefits of agricultural marketing cooperatives
Cooperation in agriculture has been in practice since the Babylonian civilization, before Christ.

However its present form owes its genesis to the industrial revolution in Britain in the 19th
century (Nimble, 2005:1). The cooperatives were formed to take advantages of economies of

scale against exploitation by middlemen and traders and share the benefits “equitably” among
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the members. Most agricultural cooperatives are formed around a common “commodity” or
“group of similar commodities” e.g. thrift cooperatives around savings and credit (Asia &
Africa), dairy cooperatives around milk (India), oilseeds cooperatives around oilseeds (India),
coffee growers cooperatives around coffee (Ethiopia) etc (ibid). The principle of formation and
management of cooperatives, as the term itself refers, is the promotion of cooperation among
members for common good, equitable ownership of the enterprise thus formed and profit
distribution in share of the patronage by members.

Agricultural cooperatives can help farmers get a better deal at various stages of production and
distribution (Prakash, 2000:9). Through membership in a cooperative, farmers are collectively
able to negotiate better prices for inputs, transport and storage facilities. Cooperatives can also
help them expand access to markets and capture more of the value chain, for example by getting
involved in processing activities. The other benefits are social in nature. As experiences have
shown that the cooperative model allow for employment of local youth. Creation of social
cohesion, creation or to upgrade societal infrastructure (mainly education and health awareness,
creation of employment opportunities, updated market information, quality consciousness,
education on power of collective action, common goods etc.). Cooperatives also enable their
members to leverage finance at softer interest rates and attract international development
agencies to even provide grants for societal infrastructural development and investment in other
livelihood opportunities (Nimble, 2005:3).

2.6 Agricultural cooperative growth and its challenge
An economy based on one form of business organization alone is neither desirable nor possible

in modern times. The best economic order is achieved through a mixed economy. To justify their
existence and fulfill their purpose, cooperatives must make a significant and unique contribution

in solving some of the massive problems facing mankind today.

The current global economic, social, governance and environmental crises are threat to
development throughout the world. Nonetheless, these crises could be seen as opportunities for
cooperatives make a greater contribution to development processes. Certain attributes of
cooperatives make them best suited for addressing the global crises. For example, the coop
nature offers the world positive human possibilities. The coop uniqueness is earth friendly.

Coops personality is distinctively about humanity, by humanity and for humanity. Moreover,
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Coops apply resources to serve humanity (Expert group discussion, 2012). Sustainable
livelihood is a major issue on national, regional and global agendas. Cooperatives are specially
situated to contribute to sustainable livelihood. In many countries cooperatives enjoy legal
protection which puts them in a better position to create livelihood for the people they serve.
Coops achieved diversity of membership and achieved levels of social inclusion. In addition,
coops raise capital easily by pooling the resources of its members for the common good.
Cooperatives like other institutions of society face major challenges to their existence. Some
challenges faced by financial cooperatives include lack of regulation and supervision in most
countries, governance issues, traditional lending practices (share-based lending), limited product
offering, lack of long-term financing and local political interference (ibid).

A review of the history of cooperative development in Africa has shown that some of the key
challenges to cooperative development have been excessive state control over cooperative
development; the sudden withdrawal of state regulation of cooperatives without an alternative
regulatory mechanism; the lack of effective membership participation in cooperatives; the
sucking of cooperatives into the authoritarian political culture that thrived on political patronage;
the poor financial base of cooperatives, in spite of the state-directed donor support to
cooperatives; and inability of cooperatives to provide services to members. Cooperatives are
been affected by a number of problems. These include: lack of trust and lack of sense of
ownership by members of cooperative, financial limitations, managed by elected committees
rather that trained and skilled manpower, corruption and misappropriation of finance and other
resources and the technical supports given by the organizing bodies is minimal. They also face
weaknesses in local development. This may be due to political interference, lack of leadership
and professional management, lack of member participation, lack of funs, and competition with
corporate private sector (ibid).

The ILO, ICA, and the United Nations unanimously agree that the government should assist
cooperatives by establishing a supportive environment for their growth. However, when
government exercises undue controlling influence over the cooperative movement, cooperative
democracy and autonomy are negatively affected, particularly membership participation and the
democratic administration of cooperatives. Although Fulton (1995) questions whether
cooperatives can adapt to a rapidly changing environment characterized by technological change,

industrialization of agriculture and growing individualism, Cook (1995) argues that two
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phenomena were occurring in agricultural cooperatives in the US, namely, (1) conventional
cooperatives were adjusting to their property rights constraints by exiting, restructuring, and
shifting to other organizational forms (these changes appeared to have helped to increase
cooperatives’ market share growth since 1988); and (2) a dramatic growth in NGCs. King (1995)
feels that the greatest strength of cooperatives is their ability to generate institutional innovations
that allow them to respond to changing conditions and needs. He continues that much can be
learned by simply observing and describing the formation, evolution, and operation of successful
cooperatives.

Over the last five years, and according to data from the Federal Cooperative Agency, the number
of cooperatives in Ethiopia grew by 87.4 percent. Much of this growth trend is explained by
expansion of cooperatives in Oromia, Tigray and Somali, where the number of cooperatives
grew by 283, 181, and 191 percent, respectively, during 2007-2012. As of 2012, there were
43,256 primary cooperatives, both agricultural and non-agricultural. At national level with 6.5
million members (of which 21.5 percent are female) and 2.7 billion birr capital (Birr 17.6 = US$
1.00, June 2012). Agricultural cooperatives, however, only account for 26.5 percent of
cooperatives in the country. We notice variations in the proportion of agricultural cooperatives
across the four main regions — more than 37 percent of cooperatives in Tigray, Amhara and
Oromia regions are agricultural cooperatives, compared to only 17.5 percent in SNNP region
(ATA, 2012).

2.7 The Role of Government in Cooperative Growth
Different organizations have declared their position on the role of government in promoting

cooperatives. The ILO, ICA, and the United Nations unanimously agree that the government
should assist cooperatives by establishing a supportive environment for their growth (COPAC,
1997). However, when government exercises undue controlling influence over the cooperative
movement, cooperative democracy and autonomy are negatively affected, particularly
membership participation and the democratic administration of cooperatives (CLARITY &
USAID, 2006). In a meeting on cooperatives, the UN (2003) recommended the following
concerning the intervention of government in supporting cooperatives:
1 Government should not support cooperatives just because they are cooperatives, but
because of what they do and how well they do it, alongside other businesses and

enterprises, on a competitive basis;
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1 Cooperatives should not be used as an instrument of the state and must be able to act
autonomously;
Policies should move cooperatives away from dependency on the state;
Cooperatives should not be promoted as instruments of government policies or technical
aid programmes, as conduits for subsided loans or scarce commodities, as forums for
political indoctrination of the people, as a means to formalize the informal economy or as
agents for helping the poor. Experience shows that cooperatives contribute best to society
when they are true to their values and principles;

The implication of this recommendation is that the major role of the government in cooperative
development is to provide an enabling environment through enactment of appropriate
cooperative legislation. The latter can be found in different forms. It can be a general cooperative
law that regulates all types of cooperatives in a country. In some countries, there are separate
laws for special types of cooperatives while other countries have chapters of more general
codification such as a civil code; Another option is having special provisions governing the
application of a more general organization law to cooperatives. Although each country can have
a specific legislation, there should be some principles in the preparation of the legal and
regulatory enabling environment (Clarity & USAID, 2008). Those principles are mainly related
to protection of democratic member control, protection of autonomy and independence; the
respect voluntary membership; and the requirement member economic participation; promotion
of equitable treatment and access to markets; provision of coherent and efficient regulatory
framework and the protection of due process and the avoidance of conflicts of interest. The key
issues to cover in a cooperative law include establishment of cooperatives, governance and
management, capital formation, dispute settlement, structure of the cooperative movement and

responsibility for cooperative support services (ILO, 2001).

2.8 Institutional setting for Cooperative Promotion
A variety of governmental and non-governmental actors are well-positioned and willing to

contribute to the promotion of cooperative sector in Ethiopia. (ATA, 2012)
A. Agricultural Cooperatives
Agricultural cooperatives are the primary stakeholders in the agricultural cooperative sector; it is

these cooperatives, and the men and women farmers who are members of them, that will
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ultimately determine whether smallholder farmers can indeed increase their production and
incomes through their membership in agricultural cooperatives. This critical constituency
consists of about 10,000 primary agricultural cooperative, 157 unions, 3 federations, and millions
of farming households (ibid).
B. Government Organizations
The key stakeholders of cooperatives from government organizations are the Federal
Cooperative Agency and Cooperative Promotion Agencies/offices at the regional, zonal, and
woreda levels. The Federal Cooperative Agency (FCA) is responsible for developing the
capacity of cooperatives, developing the human resources of the sector, and enforcing
cooperative rules and regulations. The regional cooperative promotion agencies are responsible
for establishing cooperatives, registering them, providing cooperatives with auditing services,
and providing technical backstopping (ibid).
C. Non-Governmental Organizations/Multilateral/Bilateral Organizations
There are many non-governmental organizations (NGOs) that provide support to cooperatives in
various forms. These NGOs serve several functions, including as donors, implementers, and
researchers. Some especially active NGOs of each of these types in the Ethiopian agricultural
cooperative sector include:

9 Donors USAID, Embassy of the Netherlands, Bill & Melinda Gates Foundation, United

Nations Development Programme, ILO.

1 Implementers ACDI/VOCA, SNV, Agriterra, Techno Serve, Oxfam, Self Help Africa

9 ResearcherdFPRI/ILRI, other CGIAR centers, International Cooperative Alliance

NGO support often includes capacity building through training and business development, and

financial assistance in the form of revolving funds, seed money provision, etc. (ATA. 2012)

2.9 Conceptual Framework of the Research
Studying challenges and opportunities on growth of Agricultural cooperatives involves assessing

the relationship of various independent factors that have effect on pronounced or weak growth of
cooperatives. Cooperative growth is a dependent variable, in which weak or pronounced growth
is determined by the availability of sufficient opportunities and/or limited challenge in internal

and external environment. Opportunities like; Healthy policy environment, adequate technical
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support and training, Supportive social Environment, Supportive political environment and
Accessibility of marketing information and minimum or limited challenges from internal and
external environment. For pronounced or successful growth of agricultural cooperative or any
other firm, recognizing the internal strength to exploit opportunities from the external
environment and to reduce/eliminate weakness and threats is important. Externals interference,
lack of Good management and leadership, absence of Cooperative initiative, insufficient member
participation and Incompliance to cooperative principles are among the main challenges

cooperatives are facing today and are mentioned as reason for weak cooperative growth.

Supportive Supportive Healthy Availability of
Accessibility social political policy technical
of marketing Environment environment environment support  and
infarmatinn training

l

Pronounced Agricultural
cooperatives Growth

Weak cooperative

arowth
T T A
Externals Lack of Good é(t))(s)eg(r::\t?\fe Insufficient Incompliance
Interference management initigtive member to cooperative
and leadership ' participation principles

Fig. Basic relationships of challenges, opportunities and growth of agricultural cooperative
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Cchapter Three
Research Methodology

3.1 Research Design
A research design is the specification of procedures for collecting and analyzing the data

necessary to help identify or react to a problem or opportunity, such that the difference between
the cost of obtaining various levels of accuracy and the expected value of the information
associated with each level of accuracy is maximized. The study is to investigate the challenges
and opportunities in growth of agricultural marketing cooperative in focus of Gamo Gofa
farmer’s fruits and vegetables marketing cooperatives. In order to achieve this objective, the
study was followed qualitative and quantitative approaches of research. The researcher was
strongly held on qualitative approach; therefore the designed research instruments are interview
schedule, questioners and focus group discussion to obtain qualitative primary data. The
interview program and FGD was conducted after designed guide lines for intended information.
The study used survey method of data collection through questionnaires. The advantage of this
method is that it is less expensive, permits anonymity and may result in more responses that are
honest. Another advantage is that the researcher does not have to be present; this eliminates bias
due to phrasing questions differently for different respondents. To generalize from a sample to a

population statistical inference was made to describe the situation.

3.2 Research Variables
The research is descriptive type but it was extended to analytical approach to explain why

cooperatives do not make the expected greater contribution to development processes of the
country. Variables from the organizational environment like; management and leadership,
cooperative goal, respect of cooperative principles, member’s participation were analyzed as
perceived by members and variables from the external environment like; farm land size, policy
environment, political environment, market structure, competitors strength and opportunity
rating variables also analyzed as per respondent/member perception and which are helped to

understand their contribution for the stated problem.
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3.3 Data sources
Data are the facts and figures collected for records or any statistical investigation. There are

primarily two sources of information normally used for research purposes—primary and
secondary sources of data. In this research qualitative and quantitative data were collected from
both primary and secondary sources via different research tools. The necessary primary data for
the study were collected mainly through structured questionnaire, focus group discussion and
key informant interviews.

The secondary data were obtained from reports and records of GGFFVMCU, web- sites of
southern region farmers cooperative federation (SRrcF), publications, Printed brushers reports and
other documents of Gamo Gofa Zone cooperative marketing and development office, Arbaminch
Zuria Woreda cooperative marketing development offices (AZWCMDO) used to obtain

quantitative and qualitative information on the issue.

3.4 Instruments used to collect Data
It is believed that using more than one research instrument enhances the way of data collection

and adds confidence on findings. Therefore the researcher applied Key informant interview; for
deeper understanding of opinions and perceptions on challenges and opportunities, focus group
discussion with individuals having experiences or opinions on the topic and Questioners; closed
type questions designed in the liker scale (5 scale,1-5) provided to selected 107 sample
respondents of which 103 are responded for the questioner which means 96%. A brief
description of the research instruments used; FGDs, Key informant interviews and structured
Questionnaires discussed hereunder:

I Structured Questionnaire

Questionnaires were constructed in such a way that the score of individual’s responses assigns a
scale. Liker scales helped to compare one person’s score with a distribution of scores from a
well-defined sample group and a judgment was given on variables affecting the growth of
cooperatives from the inside and outside of the operating environment. Questionnaire were
designed in English and later translated into Amharic to ensure the understanding of respondents
and to ease communications with all 103 respondents. Overall process of gathering information
by this method was facilitated by the researcher himself in coordination with well oriented two

diploma graduate data collectors.
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Il Focus Group Discussions
Focus group discussion with elected leaders of basic primary cooperatives which held with the

objective of getting qualitative information in the subject. Focus group discussions were mainly
on topics that demands further clarifications and to obtain in-depth information on concepts,
attitudes, feelings, beliefs, perceptions and ideas of the group on the issues.

Il Key informant interview

Key informant interview was conducted with three informants; two cooperative promotion
officers from the woreda cooperative promoting desk and with the Manager of GGFFVMCU in
focus of training access and problems in relation to it, their perceived challenge and
opportunities for agricultural cooperatives as they practically observed and challenged and issues
related to policy environment and commitment of local government to upgrade the cooperative

movement in the area.

3.5 Sampling Design
The sample design to address the representation of all member primary cooperatives of the fruits

and vegetables producing farmers in Gamo Gofa Zone with considered time and budgetary
limitations of the researcher. To account those limitations proximity of cooperatives location to
the main city (Arbaminch) is an important factor. All 26 fruits and vegetable producing primary

cooperatives grouped in to 3 (three) as per size of individual members in each farmers group

3.5.1 Target Population
Target population to which the investigator used to generalize the results were all 26 fruits and

vegetable producers group who established Gofa Farmer’s vegetables and fruit marketing co-
operatives union (GGFVFMCU). The union comprises 26 marketing primary co-operatives as a
member having 4102 individual members, of which 3469 male and the rest 633 female. The
member cooperatives of the union are mainly producing fruits such as Mango, Banana and high
land fruits Apple, pear and plum.

All establishers of Gamo Gofa Farmers Fruits and Vegetables Marketing cooperative Union
with its member size, sex composition, the year in which it established and the main activity they

are engaged shown below;
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Table 3.1 member primary cooperatives which

consitutes GGFFVCU

No | Members basic | Members size The main activity | Specific location
cooperatives engaged
GGFFVMCU male | Female Total

1 Ganta Sira cille | 160 6 166 Mango and banna A/mich Zuriya
kanchama

2 Kola shelle 92 2 94 Mango and banna “»

3 Dega ochollo 16 0 16 Apple “»

4 | Abaya mille 48 1 49 Mango and banna M. abya woeda

5 chalba Earze 43 6 49 Mango and banna AlZuriya

6 Chano dorga 26 2 28 Mango and banna @

7 Dega Barana 156 3 159 Mango and banna M.abya woreda

8 Ankober 22 0 22 Mango and banna “»

9 Chilashe area 109 7 116 Mango and banna “»

10 | Dalbo 20 0 20 Mango and banna “»

11 | Wajifo Raye 26 0 26 Mango and banna €

12 | Gila terrara 54 2 56 Mango and banna AlZuriya

13 | Ochollo Lante 216 47 263 Mango and banna “»

14 | Doco yoyira 227 105 332 Apple Chenca wored

15 | Eazo dega 306 35 311 Apple “»

16 | Qogo dega 157 53 210 Apple “»

17 | Oumo Lante 51 0 51 Mango and banna M/abya

18 | Chencha dega 406 70 476 Apple Chenca area

19 | Doko shaye 308 70 378 Apple “»

20 | Doko kale 198 62 260 Apple “»

21 | Kowo dega 157 53 210 Apple Bonke woreda

22 | Mole- genet 15 3 18 Banana/ mango M/abya area

23 | Bonke chosha 269 11 280 Apple Bomke woreda

24 | Mafona yoyira 264 36 300 Apple “»

25 | Kurshato 13 7 20 Mango/banana Alzuriya

26 | Zeyse Elgo 40 - 40 Banana/mango “»

Source; GGFFVCU

3.5.2 Sampling scheme

The method of which the researcher selected sampling units from sampling frame considered
individual members size of primary coops. To reflect the population more accurately by more
proportional representation the total population was divided by the researcher in to three groups
(sampling units) based on the member size (a) total members below - 60 (b) total member’s size
in between 61 and 150 (C) total members above 150. Then one basic primary cooperative were

selected from each group by considering proximity of operating site of the cooperative to the
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main city, Arbaminch. This decision helped the researcher to manage the re-searching process

with existing limitations.

3.5.3 Sample Size determination
The sample size determination procedure for this study goes through multiple stages. The first

stage is to select sampling frame in which sample will be taken. This is by grouping all members
of the union(all fruits and vegetables marketing cooperative in Gamo gofa zone) in to three
different groups by considering the size of farmer members in the primary cooperatives. The
second stage is selecting one primary cooperative from each group. It considered the proximity
of the operating site to the main city Arbaminch from their operating sites. The last stage is
determination of the appropriate sample size of respondents from selected primary producer’s
cooperative from three different groups as per their member size. Quota system of sampling will

be applied in this stage. The all process is summarized in four different tables below;

Table.3.2 primary cooperatives member size below 60
Group — I (member size below 60)

1 Abaya mille 48 1 49 Mango/ banna M.abya
2 Dega ochollo | 16 0 16 Apple i

3 chalba Earze | 43 6 49 Mango/banna AlZuriya
4 Chano dorga 26 2 28 Mango/banna “

5 Kurshato 13 7 20 Processing Alzuriya
6 Oumo Lante 51 0 51 Mango/banna M/abya
7 Ankober 22 0 22 Mango /banana i

8 Dalbo 20 0 20 Mango/ banna i

9 Wajifo Raye 26 0 26 Mango/ banana i

10 Gila terrara 54 2 56 Mango/ banana AlZuriya

Table.3.3 primary cooperatives member size in b/n 61 and 160

Group — Il

1 Chilashe 109 7 116 Mango/banana M.abya

2 Kola shelle 92 2 94 Mango/banana a/minch zuirya
3 Dega Barana | 156 3 159 Mango/banna M.abya
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Table 3.4 primary cooperatives member size above 161

Group - 11

1 Doco yoyira 227 105 332 Apple Chenca wored
2 Eazo dega 306 35 311 Apple “»

3 Chencha dega 406 70 476 Apple Chenca

4 Doko shaye 308 70 378 Apple “

5 Doko kale 198 62 260 Apple “

6 Kowo dega 157 53 210 Apple Bonke woreda
7 cille kanchama 160 6 166 Mango/banna | A/mich Zuriya
8 Ochollo Lante 216 47 263 Mango/banana | «”

9 Doco yoyira 227 105 332 Apple Chenca wored
10 | Eazo dega 306 35 311 Apple “»

11 | Qogo dega 157 53 210 Apple “»

Three primary cooperatives selected from each group of cooperative and quota was given to
determine the exact size of respondent.

Table 3.5 sample cooperatives and sample size
Cooperatives | male | Femal | Tota | Quota | male | Femal | Sample | Fruit type Operation site
e I e size
Ochollo 216 | 47 263 | 20% | 36 16 52 Mango/banan | A/minch
Lante a
Kola shelle 92 2 94 30% |28 2 30 Mango/banan | a/minch zuirya
a
Oumo Lante | 51 0 51 50% | 25 0 25 Mango/banan | M/abya
a
408 107
Total

Ochollo Lante Tenkir fruits and vegetables marketing basic primary cooperative is selected from

the third strata from which the member’s size is above 160. Kola-shelle fruits and vegetables

marketing basic primary cooperative is selected from the second group (size in b/n 61 and 160)

and Oumo Lante Yetigl Fire fruits and vegetables marketing basic primary cooperative is

selected from (size below 60) respectively.

Summary of the selection process is; the quotas were assigned to three different groups as per the

researcher’s belief to consider the relative size of each class of selected primary cooperative.
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Therefore 50% quota is given for Omo — Lante Yetigl-Fire fruits and vegetables marketing basic
primary cooperative with the member size of 51*.5 b&farmer respondents included in the total

sample. 30% quota in which 92*.3 = 30 farmer respondents from kola-shelle fruits and
vegetables marketing basic primary cooperative and 20% of Ochollo Lante fruit and vegetables
cooperative union as per relative size. These were 216*.02 = 52 farmer respondents included.
The total sample size included in the research was the summation; 25+30+52 = 107(Hundred

and seven)

3.6 Methods of Data analysis
This research is a comprehensive type of studies, so that both approaches i.e. qualitative and

quantitative approaches used. The quantitative method helps to make the study more objective
and the qualitative method helps to give a complete understanding or in-depth information on the
phenomenon being studied — in all its dimensions. The computer program called Statistical
Package for Social Sciences (SPSS) was used to generate descriptive statistical tool to analyze
the incorporated data in to the computer program..Descriptive statistical tools; mean and standard
deviation enabled the researcher to describe (and compare) variables numerically. Therefore
Descriptive statistical tools such as tables, frequency distribution, graphs and charts were

benefited the researcher in many ways during data analysis.

3.7 Description of the study Area

3.7.1 Geographical Location and Description of the study Area

Gamo Gofa zone is located at 505 km south of Addis Ababa and 275 km south west of Awassa.
The total area of the zone is estimated to be 12581.4 square kilometer and consists 15 woredas.
The total population of the zone is estimated about 1,597,767 (CSA, 2007) with average
population density of 80 inhabitants per kilometer square. It lies at an altitude ranging between
746 to 3478 meters above sea level, with average temperature ranging between 10°C and 25°C
and the average annual rainfall is above 900 mm. The topography of the zone is characterizes
with undulating feature that favors for the existence of different climatic zones in the area

ranging from dry low land to wet worch mid altitude.
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Gamo- Gofa zone has a total area of 12581.4 square kilometer and consists 15 woredas namely,
Arbaminchzuria ,kucha, kemba, Boreda, Chencha, Daramlo, Dita, Zala, Melakoza, Bonke,
Ubadebretsehay, Mirab- Abaya, &Gofa- zuria.

Figure No 2, Map of the Study Area

3.7.2 Fruit production and Marketing of the Research Area

The dominant fruit crops produced by Gamo Gofa zone farmers include banana, mango,
avocado, papaya and apple in moist highland parts of cluster districts And total numbers of 29
PAs are selected as potential areas for fruits agriculture in general. The lion’s share of banana is
produced in the two low-lying districts of Arba Minch Zuria and Mirab Abaya in the zone
Irrigated banana (Dwarf, Medium height and Giant Cavendish) now covers more than 11,000 ha
of land in Arba Minch Zuria and Mirab Abaya districts. Farmers use rainfall and irrigation to
produce banana throughout the year.

Banana is an important commercial commodity in Gamo Gofa zone of the Southern Nations and
Nationalities People’s Region (SNNPR) in Ethiopia. About 80% of the banana supplied to the
Addis Ababa market is produced in Gamo Gofa Zone. Besides banana, the zone supplies apples
and mangos to the national market. It is estimated that banana from Arba Minch has more than

80% of the market share in Ethiopia and 40% of the market share in Addis Ababa. Consumers in
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Addis Ababa, Hawassa, Adama, Shashemene, Bahir Dar and other major towns prefer bananas
from Arba Minch for its good taste. Arba Minch is also an important source of banana suckers
for many other parts of the country. (LIVES, 2005)

3.7.3 Cooperatives in Gamo Gofa Zone
According to 2006 E.C. annual report of Gamo Gofa Zone marketing and cooperative

development work process 1452 registered basic primary cooperatives and 6(six) cooperative
unions are operating in Gamo Gofa Zone. Population incorporated in cooperatives is amazingly
6.6% only of the total population. From the total population incorporated in cooperatives
(104,661) 84423 are male and the remaining 20,445 are female members which means only 19%
of the total members. Among the cooperative 329(three hundred twenty nine) are agricultural
basic primary cooperatives and the remaining 1123 are other than agricultural such as consumers
cooperatives, rural saving and credit cooperatives, mineral mining (small scale),recreational
service cooperative, rural electric power supply, and etc. Agricultural cooperative includes fruits
and vegetables marketing cooperatives, fisheries cooperatives, veterinary cooperatives, animal
skin and skin products, milk producer’s cooperatives are to mention some. From six cooperative
unions in the Zone; three are rural money saving and credit cooperative, two are consumers
cooperative union and the remaining one is fruit and vegetables cooperative union.

The capital they register in the budget year is Br 39 939 538.00 ($1846 997) which insignificant
contribution to the country economy. From these Br 15 221 128.00 is registered by agricultural
cooperatives and the remaining Br 26 483 613 is registered by non-agricultural cooperatives. The
agricultural cooperatives contribution is 38% from the capital registered by cooperatives in the

Zone and which is far below from other areas in the country (GGZMCPWP, 2006).
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3.7.4 Organizational structure of Farmers Fruits and vegetable
Cooperatives

Currently working organizational structure of all member primary cooperatives of gamo Gofa
Farmers Fruits and Vegetables Cooperative union Depicted below;

General assembly

Controlling
Y committee
Executive
committee
Purchasing Credit
committee committee
\4
The elected
manager
| I |
Gourds Accountant Employees

Fig. organizational structure
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Chapter Four

Results and Discussions

This chapter presents the results of the study. The first sub-section provides a description of the
Demographic characteristic of the sample respondents. The second sub-section deals with growth
of cooperative, variables which are helpful to measure growth of cooperative and the outcome
perceived member for the measurement. The third part of the chapter displays the perception on
challenges and opportunities in relation to growth of the union. The fourth sub-section
assessment opportunities provided to the development of agricultural cooperatives and fruit and
vegetables marketing cooperatives in particular.

Out of 107 sample respondents drawn from the Gamo Gofa Farmers Fruits and Vegetables
Marketing Cooperatives, a total of 96% (102) respondents who completed the questionnaire were
taken for analysis.

4.1 Demographic information

i. Age
As far as the age of respondents is concerned, table No.4.1 below shows that a lion share, 42.7%

of the respondents fall in the age group between 31 and 45. This implies that the cooperatives
were confined with energetic and more productive farmer’s population and which is an
opportunity for the union to make use of advantage. 34% of the sample was under the age group
b/n 46-55 which is a matured and productive population. Only 5.8% a very less portion of the
union and its members hold Youth group and which is the implication of the scarcity of farm
land for youth population or ignorance of cooperatives to encourage the participation of youth in
cooperatives.FGD revels in the issue that youth are landless and school attendants. 17% of the
respondents are in the age category above 55 and these populations have ample of experiences to
teach from their life. Because they can teach others from success and failure history they passed

thorough in cooperative arrangements past times.
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Table 4.1.1 Age of Respondents

Age Frequency Percent
<30 6 5.8
31-45 44 42.7
46-55 35 34.0
above 55 18 17.5

No # 103 Source; own survey

ii.  sex
As per sex concern in agricultural cooperatives male dominance is observed as other sectors. A
very large portion, 89.3% of sampled respondents from selected three primary agricultural
cooperatives which are among cooperatives establishers of GGFFVCU are male member and the
remaining 10.7% are female members. This value is even far below the percentage of females

incorporated in cooperatives at Zonal level; which is 19%.

Table 4.1.2 Sex of Respondents

Percent
82.5
17.5

Frequency
Male 85
Female 18

No # 103 Source; Own survey

iii.  Educational Background of Respondents
Regarding educational status of the respondent 23.3 % un ignorable amount of the respondents
were found to be illiterate (unable to write and read) where as 14.6 % could read and write
without attending formal school. 28.2% of respondent were completed elementary grade level
education. The remaining 11.7% and 10.7% of respondents were high school complete and has
college diploma respectively. The majority illiterate population (37.9 %) in cooperatives is an
implication for poor status of cooperatives in community service especially in participating and

supporting adult education program.
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Table 4.1.3 Educational Background

Frequency | Percent
Educational background

unable to write and read 27 23.3
able to write and read 12 14.6
elementary grade complete 29 28.2
high school complete 12 11.7
college diploma and above 11 10.7

No# 103  Source; own survey

iv.  Respondents position in Cooperative

As can be seen below from the table 76.7% of the sampled respondents are an ordinary member
and suppliers of fruits and the remaining 23.3% of the respondents are among currently serving
their cooperative by holding different responsibility positions. Therefore all groups are
adequately represented in the sample.

__Table 4.1.4 position on cooperative

Position. Frequency Percent
Ordinary Member 79 76.7
elected committee member 24 23.3

No # 103 Source; Own survey

v.  Main Occupation of Respondents
As indicated below the table 79 % of the respondents engaged in farming activities only
therefore farming were their only source of income. The remaining member respondents 23.3%
involved in activities other than farming to generate additional income in addition to farming
activities. These imply that the famers association is more of homogenous and therefore the

cohesiveness of member will be enhanced if other limiting variables controlled.
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Table 4.1.5 occupation of respondents
Occupation Frequency | Percent
Farming 79 76.7
farming and other
activit)? 16| 15.57
Other than farming 8 7.76

No#103 Source; own survey

vi. Farm Land Size of Respondents

Land is the most important input factor for agricultural production. It is widely acknowledged
among peasants the land, its size and fertility is the most important basis for differences in
production and status of wealth between households. Poor farmers point to their meager land
resources when explaining their low economic status. However, the land size alone failed to
adequately account for differences in productivity and wealth. Cooperatives are the most

important tools for introduction of efficient technologies in increasing productivity of small farm

land.

Table 4.1.6 Land size of Respondents

Land size per hectare Frequency Percent
below 0.25 35 34.0
0.25-.75 35 34.0
0.75-1 25 24.3
above 1 8 7.8

No #103  Source; own survey

As indicated in the table above the majority of member farmers hold a farm land less than half a

hectare.34% of respondents hold farm land size below 0.25 hectare and 34% also holds farm

land size in between 0.25 and 0.75 hectare.

0.7 and the remaining 8% holds farm land above a hectare.

25% of respondents hold farm land size in between
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4.2 Determining Growth of Agricultural Cooperatives

Cooperative growth and success is measured by indicators such as members’ participation,
membership growth, profit and dividend payments, and service provided to members, training,
and sale and purchase of products (Myers, 2004; Mesfin, 2007; Brihanu, 2011). According to
Esther & Kirianki (2012) Cooperative growth is determined by their contribution towards the
social and economic needs of their members and the society in general. Cooperatives have an
opportunity to develop joint efforts in creating reserve funds in coops to support emergencies
locally, nationally, regionally and globally. Coops have demonstrated that they could effectively
carry out solidarity projects towards reconstruction and peace in areas experiencing natural and
human-made disasters. Cooperatives successful growth should be measured as per its
contribution in; sustained growth processes of country economy, contribution to create more
equitable growth, its role in tackling rural poverty, its effort to expand poor people’s access to
financial services, an opportunity it created for self determination and empowerment of poor
people and its contribution to deal with conflict resolution, peace-building and social cohesion,
as explained by Esther & Kirianki. Creation of additional income to their members, trends of
member’s participation and cooperatives position in taking social responsibilities are among
important tools to determine the growth of cooperative. In this study to determine growth/success

of agricultural cooperatives; ICA principles also used to determine growth.

4.2.1 Growth as per implementing cooperative Principles
Cooperatives are based on the values of self-help, self-responsibility, democracy, equality, equity

and solidarity. Research conducted on agricultural cooperatives in West Bank; Only 25 out of
230 cooperatives are aware of and can show evidence of their commitment to the seven
cooperative principles. Together, these principles guarantee the conditions under which members
own, control and benefit from the business; ensure that members can contribute effectively to the
viability of their cooperatives, as well as the sustainable development of their communities; and
promote the broader goal of social responsibility (ILO publication, 2004).

The cooperative union (GGFFVCU) was assessed against revised (1995) seven internationally

accepted cooperative principles and the member perceived results given below the table;
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Table 5.2.1 perceived mean and st. deviation coop principles.
Mean Std.
Coops 7 principles Deviation
Voluntary and open cooperative membership 3.52 .861
Balanced member economic participation 3.55 825
Democratic member control. 2.57 1.081
Concern for community 2.76 975
Autonomy and independence 2.25 1.055
Adequate training and information sharing 3.03 1.124
Cooperation among various cooperatives 2.24 1.098

N.B #103 stongly disagree =1 disagree =2 in b/n =3 agree =4 strongly agree =5

Analysis of cooperatives against coop principles as per member’s perception; descriptive
statistics mean and standard deviation values against each variable (principle) indicated above
the table. The results were an indication of poor status of cooperatives against reaching or
implementing coop principles. Based on the values the two principles; Voluntary and open
cooperative membership and balanced member economic participation are better accepted and
implemented than other principles. Descriptive statistical values for them was mean 3.52 and

3.55 respectively. Which are somehow above the average value. The limited capacity of woreda
cooperative promoting desk for auditing cooperatives is one of the factors limits the right to
exercise. Because the one decided to exit should wait two or more years based on the FGD held.
As the other five coop principles concern the mean value indicated that the cooperatives were
poor, below the average as perceived by the members. Democratic member control (2.57)
concern for community (2.76) autonomy and independence (2.25) adequate training and
information sharing (3.03), cooperation among various cooperatives (2.24) . As per democratic
membership control concerned, Br 500 punishment is implemented for those who do not
complied the rule to market fruits via cooperative, but the elected leaders treat members

unequally in this regard as they admitted in FGD.
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4.2.2 Participation and Membership Growth
Membership growth is of paramount importance to cooperatives’ economic growth, as new

membership brings additional business capital and business volume. Primary societies need to
increase their efforts to increase 1) the number of new members joining and 2) the volume of
business both all members do with the cooperative. In a producer group situation, frequency of
transactions can be raised through increasing the number of members. Additionally, enlarging
the number of organization members might decrease the danger of opportunistic behavior and
internal rent seeking by members since it implies a lower share in the organization’s profits for
each individual and discourages internal rent seeking. Those organizations that survive are not
the most profitable but are most successful at solving problems of internal rent seeking
(Kr akei, 2006: 2, 2; Banaszak, 2006).

Survey on fruit and vegetable producing and marketing cooperatives to measure growth against
membership size increase and grow in participation in all affairs of cooperative presented below

the table with their descriptive statistical values as members perceived.

Table5.22 $AOAOEDPOEOA 3O0OAOEOOEAO |1 Ai AAOB6O EI
Involvement Mean Std.
Deviation

Member size increases continuously

. 3.46 .849
in the past years.

Mc?mber s economic participation 18 375 895
In Increasing rate.

Member’s participation in decision 3.89 779

making increases time to time.

N.B #103 strongly disagree =1 disagree =2 in b/n =3 agree =4 strongly agree =5

As indicated in the above table the member perceived growth in membership size mean value
3.46 meaning that above average members believe that member size increased in satisfactory
trend in the past years in their cooperative. Mean value 3.75 for increased economic participation
is an indication of increased interest of members to create wealth through cooperatives. Mean

value 3.89 for member’s participation in decision making increase is above average and which is
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also an indication of cooperatives progress is preparing better ground for members participation

in all affairs of cooperative operation and the awareness increase in cooperative business.

Generally perceived member size growth and participation in various cooperative issues
concerned descriptive mean value average is 3.7 which is not bad but still it shows a huge gap to
fill and to insure full participation of members in all cooperative affairs and to attract additional
members.

4.2.3 Growth as per Taking Social Responsibilities.
Co-operatives can help with conflict resolution, peace-building and social cohesion. Where co-

operatives bring together people of different religious, ethnic and political groups they can build
trust and solidarity leading to greater social stability. Schwettmann (2001, p. 16) is convinced
that: “In addition to contribution to country economy, cooperatives and group-based enterprises
have the potential to broaden the social dialogue, because they constitute representative
organizations that cater for the interests of both unprotected workers and informal economy
employers. In fact, such cooperative enterprises build a bridge between the informal economy
and the formal economy.” (Bezabihe, 2011).

As it can be seen from the table below, respondents had different level of satisfaction on the
categories of cooperatives’ participation in community development activities. TO measure
against success or failure of fruits and vegetables cooperatives in community participation
accordingly, the mean value 2.75 and 2.13 respectively indicated far below average (poor)
performance in participation in social affairs like health care service, conflict resolution, etc and
in providing decent work for otherwise vulnerable or transitional individuals, especially women,
youth, the aged and the physically challenged community members. Members perceived mean
value 3.54 as per enabling members with valuable work experience, organizational capacities,
and entrepreneurial skills is somehow above average, but not satisfactory. The values were also

confirmed by focus group discussion and interview with key informants.
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Descriptive statistical values, a very low member perceived mean values against the measure of
grow in social responsibilities of cooperatives, fruits and vegetable marketing cooperatives in
particular is representation of weak performance of cooperatives and poor awareness members in
cooperative growth and limited capacity of promoters to recognize cooperatives potential in
building a bridge between the informal economy and the formal economy.

Table 5.2.3 Descriptive Statistics of participation

Mean Std.
Variables Deviation

Increased participation in social affairs like health

care service, conflict resolution etc. 2.75 .849
|Enabling members with valuable work experience,

organizational capacities, and entrepreneurial skills. 3.54 .802
Providing decent work for otherwise vulnerable or
transitional individuals, especially women, youth, 2.13 .605
the aged and the physically challenged

N.B #103 strongly disagree =1 disagree =2 inb/n=3 agree =4 strongly agree =5

4.2.4 Growth as per Creating Additional Income

In addition to direct financial returns to the investment made by members, the co-operative also
provides other means of generating benefits. While the original Rochedale Principles placed an
emphasis on pecuniary benefits to members as investors, they also focused on the generation of
employment opportunities for the unemployed, the creation of affordable housing and to create a

community that was self-supporting (Fairbairn, 2000 ; Tim Mazzaro,2009).

44



Table 5.2.4 descriptive statistics w

ays of creating additional income

Mean Std. Deviation

By Securing bett ice than other traders for th

y Securing better price than other traders for the 3.40 878
products.

By i i bility b iding training t

_ylncreasmg ca_pe_l ility by providing training to 3.0 885
increase productivity
[By introducing new and efficient technology 2.67 1.023
By lowering input cost. 3.20 .844

N.B #103 strongly disagree =1  disagree =2 inb/n=3 agree=4 strongly agree =5

Co-operatives can increase the productivity by increasing producers capability through training,
by introducing new and efficient technology and it also increases income of small scale farmers
by helping them collectively negotiate better prices for agricultural inputs .Cooperatives help
farmers expand market access and capture more of the value chain - for example, by getting
involved in processing activities.

Survey on the status of fruit and vegetable marketing cooperatives in Gamo Gofa Zone on the
issue of creating additional income for their members as per their member’s perception as
indicated in the above table; in securing better price than other private traders for the products,
the mean value 3.4 as per member’s perception of the situation is somehow approaches to
average. Below average or poor performance indications; mean values 3.02, in increasing
capability by providing training to increase productivity, 2.67 value in introducing new and
efficient technology and mean value 3.2 in lowering input cost depicts the poor status of fruit

and vegetables cooperatives in relation to creating additional wealth for their members

4.3 Perceived Challenges of Agricultural cooperatives
Tension exists between the growing roles and responsibilities of cooperatives in Ethiopia’s

economy, and the limited capacity available to manage their roles and responsibilities. A similar
tension exists between cooperatives’ efforts to develop effective internal governance systems and
decision-making processes, and their need to respond to external priorities, market opportunities,
and general changes in Ethiopia’s wider socioeconomic conditions. Other tensions emerge from

the efforts to promote cooperatives as an inclusive solution to realizing market opportunities, and

45



the limits on inclusiveness posed by the actual design and function of cooperatives
( Bezabihe Emana, 2009). Challenges from the internal environment (emanated from the actual
design and function) are always under the control of cooperative whereas challenges from the
external environment are beyond the control of cooperatives but could be minimized through

advanced planning and management.
4.3.1 Challenge from internal environment

Assessment of challenges in the internal environment involves judging the variables in the
internal environment in contributing for the success or failure of the organization or business
firms. As per internal cooperative challenges concern, challenges that can be changed in to
opportunity with the availability of internal strength and opportunities in operating environment.
These variables include; Challenge related to member participation, building sense of
ownership/initiation, Governance Issues, availability of clear mission statement, awareness of
cooperative form of business, entrepreneurial capabilities etc. the challenge in the internal

environment of fruits and vegetables cooperatives of Gamo Gofa Zone discussed here under;

4.3.1.1Challengen Relation to Member Participation
According to expert group discussion held in Addis Ababa, (2011) Characteristics of effective

membership include: a clear and a sharing vision of the laws of coop; participating in self and
group development; commitment to gender parity and solidarity; practice of democracy and
equity; and basic management and leadership skills. There are various ways cooperatives build
vision linked to human resources and membership base. For example, cooperatives could carry
out: continuous coop education; provide meaningful benefits for members participating; effective
communication mechanisms; continues human capital development; effective member services;
research made available to coop members; and school-based coops education of members in
such activities as cooperatives at the beginning of their establishments. Member’s participation
in cooperatives is characterized by; attending and actively expressing feeling, ideas and views on
various meetings prepared to insure the participation of members in all affairs of cooperatives,
fair and balanced economic participation, and to exercise right and responsibilities willingly as

member and owner (ibid).
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Table 5.2.1 Descriptive statistics challenges i n relation with participation.

Variables Mean Std.
Deviation
Back ground of members (entrepreneur). 3.26 1.093
Lack of member’s initiative to exercise his/her right and responsibilities 3.42 880
as member and owner.
Unbalanced member economic participation in Using available loan and
3.72 .964

the services rendered, buying additional share capital, etc.

Poor participation of members in all affairs of cooperative like;
attending annual meeting and actively expressing feeling ,ideas and 3.23 1.050
views , approving annual plan and budget, approving audit report,
evaluating and approving executive, electing board of

N.B #103 strongly disagree =1 disagree =2 inb/n=3 agree =4 strongly agree =5

Survey conducted to identify the challenges agricultural cooperatives facing in relation to
membership and the way members were dealing with their cooperative involves examining
members perception on variables expected to measure the issue. The outcome of the survey
depicted in the table above with perceived mean value. Higher the mean value means the greater
the degree of challenge. The mean values of rating factors almost all around 3(three) and which
is an indication minimum degree of the internal challenge in relation to dealing with member’s
participation. The challenge because of background of members, perceived mean value 3.36 and
the challenge in relation to attending on meetings and expressing their feeling and views; mean
value 3.32. Lack of member’s initiative to exercise right and responsibilities as member and
owner, perceived mean value 3.42 and the degree of challenge laid in relation to buying
additional share capital, etc, unbalanced member economic participation in using available loan
and the services rendered, perceived mean value 3.72 which was an indication of higher degree
of challenges treating the growth or successes of cooperatives from the internal environment.

It is a tough challenge for agricultural cooperatives or any type of cooperative form of business if
the challenges as regards to member’s participation are in a pronounced amount weak

cooperative growth will be observed.
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4.3.1.2Governance Issues

While the structure and corporate governance of co-operatives varies across organizations the
key features are a democratic form of governance, a dynamic management team and adequate
internal control mechanisms. Governance-management structures must not impede the values
and principles of coops. Challenges; Low capacity of cooperative leadership and Management,
inadequate capacity building support by agencies, literacy gap from the coop leaders, low
interest of the management committee due to low incentives and a strong degree of reliance on
government support existed in higher degree that will possibly impede the growth of
cooperatives.

Survey to investigate the situation in the case of Gmo Gofa Frmers Fruits and Vegetables
cooperative; sampled members were provided alternatives on rating variables on leadership and
governance issues to judge on them as per their perception. The following table presents
variables with perceived mean values; larger mean value is an indication of severity or higher
degree of challenge in cooperatives whereas the smaller mean value means lesser challenge

perceived by respondent.

Table 5.3.2 descriptive statistic s governance issues as perceived

variables Mean Std.
Deviation
Unqualified and unaccountable cooperative leaders to
) ) ) 4.37 1.126

safeguard the interests of the cooperative and its members
.Low interest of the management committee due to low
) ) 3.96 1.171
incentive.
A strong degree of reliance on government support. 4.53 1.043
.Lack of transparency and accountability while exercising

) ) o 4.81 1.147
their duties and responsibilities
Limited or no representation of female members 4.16 .968

Source; own survey No#103 strongly disagree = 1 disagree= 2 in b/n two = 3 agree= 4 strongly agree = 5
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a) Challenge in Relation to Qualification of cooperatives Leaders
Organizations working with cooperatives in Ethiopia argued that Unqualified and unaccountable
cooperative leaders to safeguard the interests of the cooperative and its members are among
challenges facing cooperatives today. Fruits and vegetables cooperative in the study area all lead
by the elected managers who have limited capability in exploiting opportunities and safeguard
their cooperative from lukewarm government officials and cooperative. The Survey conducted to
understand the situation from the members perceived mean value 4.37 is an indication of severity
of the challenge in this regard.

b) Low interest of the management committee due to low incentive
Incentive package is the most important factor to increase motivation of leaders of cooperatives.
Survey conducted to know the incentive package and the reaction of member’s for the existence
of challenges related with the condition indicated by the mean value +£3.39. The incentive
package for managing body is comparable in Fruits and vegetables marketing cooperative.
According to FGD Br 90 /day for work day in the office and Br 300/day payment package for
field work to Addis Ababa or other main cities is applicable in Ochollo Lante Fruits and
Vegetables Marketing cooperatives. Comparable payment package Br 95/day for work day in the
office and Br 300/day payment package for field work to Addis Ababa or other main cities in
Kola shelle and Oumo Lante farmer’s cooperatives which is admitted as good by most elected
management teams as FGD held.

c) A strong degree of reliance on government support
In principle cooperatives are autonomous, self-helping organizations controlled by their
members. If they enter in to agreements with the other organizations, including governments, or
raise capital from external sources, they do so on terms that ensure democratic control by their
members and maintain their cooperative autonomy. If strong reliance of managers/the elected
leaders on government or others supports it is an indication of independence and it pave the way
for lukewarm external bodies to exploit cooperative’s resource for their personal use. The
perceived mean value *4.53 implies the severity of the situation in fruits and vegetables
cooperatives in the research area.

d) Lack of transparency and accountability
As transparency and accountability concern the majority of respondents agreed on higher extent

of challenge the cooperatives are facing. The control structure of cooperatives is made on the
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general assembly, controlling committee, executive committee and the elected manger. Even
though each structure has clearly demarcated duties and responsibilities the results indicated that
high degree of transparency problems observed as perceived by cooperative members.
Cooperatives need to disclose their members in a specific time or date in a year to hold an annual
general meeting. The annual general meeting is mandated to hear and approve the by-law, annual
plan and budget, approving audit report and executives etc. not to call annual and other meetings
as per schedule, not to distribute agendas before meetings held, informal communications with
Woreda cooperative promoting office and extending scheduled meetings to stay in position are
among some problems observed as key informants pointed. The perceived mean value 4.81, a
very large value indicates severity of the situation.
e) Limited or no representation of female members

The low level of participation by women is a challenge faced by many cooperatives, a problem
that is worse in agricultural cooperatives compared to other types such as credit cooperatives.
Membership is often linked to ownership of assets (land) which resides with men. The tradition
of household membership means male head of household attends meetings and stands for
elections. Related to this issue is the lack of education of many women, and lack of domestic
and child care assistance. Therefore Limited representation of woman in cooperatives laid a great

challenge in the growth of cooperatives.

4.3.2 Challenge from External Environment
As far as the external conditions of cooperatives concerned, factor that affects the growth of

agricultural cooperatives from outside and couldn’t controlled with the capacity of cooperative
union. Even though they are beyond the control of the organization form of cooperative
measures can be taken to minimize their effect on growth through advanced preparation to
manage the situation. Small and fragmented farm holding by member farmers, existence of
unhealthy competition from private traders, externals vested interest (gov’t/party/officials),
policy environment, etc are some of the challenges agricultural cooperatives are facing today

from the external environment.

a. Unhealthy competition from private traders
Cooperatives are usually formed as a response to market failures, to counterbalance

monopolistic tendencies in the market. The way they interact with private business in the

market is an important aspect of their function, particularly in market situation characterized by
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imperfect competition. Healthy market competition is not harmful for cooperatives, but some
private traders’ outlook towards the cooperative is mainly a hostile attitude. FGD participants
and the key informant interview results revealed that there are private traders who perceive the

existence of the cooperatives as a threat to their market share and profitability.

b. Small and fragmented farm holding
Land is the most important input factor for agricultural production. It is widely acknowledged

among peasants the land, its size and fertility is the most important basis for differences in
production and status of wealth between households. As indicated in respondent demographic
information section the majority of respondents hold a land size in b/n 0.25 — 0.75 hectare;
which was found to be relatively high compared to the national level.
c. Absence of conducive policy Environment
The policy environment for cooperatives is important in strengthening the cooperative sector. A
cooperative policy can be hostile to cooperative development. It could be laissez faire or
supportive. On the other hand, a supportive policy is necessary in creating an enabling
environment for cooperative development. A cooperative policy should be consistent with other
relevant policies. It should be harmonized with other relevant policies that affect cooperative
operations and development — e.g. taxation policy, commercial policy, employment policy,
agricultural policy, etc. The existence of clear governmental policy and supportive legal
framework are essential per-requites for creating a conducive environment for cooperatives, and
conducive policy and legal framework to facilitate the development of sustainable, efficient and
effective rural organizations is fundamental (Hussen et al, 1993; Mesfin, 2007; Brhanu Teka,
2011). Absence of conducive policy environment is challenge for growth of agricultural or any
other type of cooperative. Establish policies and a regulatory and legislative environment that
would stimulate enterprise growth and development, thus encouraging enterprises to start-up,
grow and create jobs.
d. High influences of vested interest (gov’t/party/officials)

In the past co-operatives have been subject to state control and used as vehicles for political
patronage. However the success of the co-operative sector depends on their operating without
government favor or interference. Despite a process of liberalization which started in the early
1990s many co-operatives are still struggling to break free of state control, but globally the co-

operative movement is undergoing a renaissance with increased autonomy, membership and
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impact (DFID, 2001). The 4.37 mean value for the influence of vested interest is an indication of
that large scale of co-operative promotion led to vested interests; the local political leaders and
the officers from cooperative development office.

The survey to know awareness and perception about the constraints that agricultural
cooperatives facing from the external environment indicated by variables with their perceived
mean value Presented below in the table;

Table 5.3.3 Descriptive statistical values on Challenges from External Environment.

Variables Mean Std.
Deviation
Small and fragmented farm holding 3.79| 1.218
High influences of vested interest(gov’t/party/ofticials) 432 1.330
Existence of other strong competitors 3.53| .825
Low price for the product. 3.85 977

Source; own survey. Strongly disagree =1 disagree=2 inb/n=3 agree=4 strongly agree=5

As indicated except challenge in relation to production cost with perceived mean value + 2.59 all
the other variables (rating factors against challenge from external environment) perceived mean
value greater than average. Therefore cooperatives in the study area are facing a strong challenge
from the external environment in relation with farm land size owned by member farmers,
influences of vested interest from different sides, strong competitors and absence of conducive

policy environment.

5.4 Assessment of the Opportunities
The current global economic, social, governance and environmental crises are threat to

development throughout the world. Nonetheless, these crises could be seen as opportunities for
cooperatives make a greater contribution to development processes. Certain attributes of
cooperatives make them best suited for addressing the global crises. Cooperatives have an
opportunity to develop joint efforts in creating reserve funds in coops to support emergencies

locally, nationally, regionally and globally. Coops have demonstrated that they could effectively
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carry out solidarity projects towards reconstruction and peace in areas experiencing natural and
human made disasters.

For successful exploitation of the opportunities currently created in global economic and social
environment the most challenges in the external environment should be minimized and replaced
with opportunities.

ILO Cooperative promotion Recommendation, 2002 (No. 193) includes;

U Develop policies, legal frameworks and administrative practices (e.g. registration
procedures, taxation policies, accounting standards, capital standards for financial
institutions as well as ability to access funding) that support the establishment and growth
of cooperatives, in consultation with cooperative organizations.

U Develop and implement an adequate regulatory framework for cooperatives, including
for instance, labor law, taxation law, accounting standards and competition law.

U Establish equal treatment between cooperatives and other enterprises, taking into
consideration the distinctive structure of cooperatives and their member-driven approach.

U Strengthen the autonomy of cooperatives: Necessary regulation needs to focus, first of
all, on the self-control mechanisms of cooperatives.

U Provide special support for cooperatives that address specific social and public policy
needs and activities benefiting disadvantaged groups or regions.

U Provide for an efficient and effective implementation of the regulatory framework, such
as provisions on registration of cooperatives and auditing.

U Promote the establishment of secondary and tertiary cooperative structures (that is,
associations of cooperatives) as well as horizontal linkages between primary
cooperatives, so that the value-added in the processing and commercialization of products
remains with cooperative members.

Since 1994, the Government of Ethiopia has made efforts to promote a new generation of
cooperatives that differ from their predecessors that were put in place under previous regimes.
The government is working to create opportunities by recognizing ILO recommendations for
cooperative growth. Therefore the conducive Policy environment, a quick and easy access of
technical support and training and supportive Political environment are indications of
government effort to use the advantage of countries supportive social environment for

cooperative SUCCESSES.
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Cognizant of the above justification and the underlying rationales of the opportunities for
cooperative growth the researcher found the following results as perceived by respondents.

Table 5.3.4 descriptive statistics opportunities perceived

Mean Std. Deviation

Accessible Marketing information for cooperative growth 4.04 .928
Supportive social environment for cooperative growth. 4.14 1.020
Adequate Technical support and training for cooperative 3.05 1017
growth.

Healthy Policy environment for cooperative growth. 4.10 .834
Healthy Political environment for cooperative growth. 2.61 959

Source; own survey. Strongly disagree =1 disagree=2 inb/n=3 agree=4 strongly agree=5

d. Policy environment
A true policy environment that is supportive and responsive to the interest of rural

constituencies, including the poor, is paramount importance. It is, therefore, possible to state
conducive policies and appropriate legal framework as one of the sufficient opportunities for the
proliferation of agricultural cooperatives in general and farmers’ cooperative union in particular.
In this regard, long after the 1991 political reorientation in Ethiopia, cooperative society’s
proclamation 1991/ 1998 has been formulated. The proclamation includes, among other, the
basic ICA principles of cooperative societies (Art.507 the proclamation). It is believed that the
proclamation N0.147/98 is a comprehensive and relatively democratic to potentially address the
needs and aspirations of members of the cooperative society in Ethiopia.

Cooperative policies and strategies are designed by the FCA and approved or enacted by the
appropriate legislative body. The policies define how the cooperatives are organized and
supported by cooperative promotion institutions. Though functionally they stand as independent
institutions, cooperative organizations are closely linked with the supporting government
cooperative institutions.

The understandings of respondent about these justification is represented by mean value *
4.01which implies a high degree of satisfaction of cooperatives in these regard. The three focus

group discussion conducted with elected leaders of the three selected primary cooperatives at
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different times and interview held with GGFFVCU and technical officers are supportive to
member’s perception.
b. Technical support and training

There are also Cooperatives Promotion Bureaus or departments in each of the nine National
Regional States and in Addis Ababa and Dire Dawa city administrations. In addition, there are
Woreda Cooperatives Promotion Desks and in some Regions Zonal Cooperatives Promotion
Desks. Such an extensive structure is intended to ensure that cooperatives societies are widely
promoted and properly supervised (MoARD, 2004; Mekonnen et al, 2007; Spielman et al, 2010)
(Brehanu, 2011). Beside the supportive structure the knowledge, the skill and the background of
professionals assigned for technical support should took special consideration. Cooperative
promotion activities have unfortunately been undertaken by non-professionals according to
Bezabih Emana (2009) it is interesting to note that most of the staff working and managing
cooperatives have not been formally trained in cooperatives. Almost all were assigned from
related fields, such as economics, agriculture, and management. A very low mean value *+ 3.05 as
member’s perception is an indication of absence or insufficiency of these opportunities in
cooperative environment of the research area. In the focus group discussion the elected leaders
pointed out the minimum/ low commitment of professionals assigned for technical support to
deal with the problems of cooperative. The knowledge, the skill and the background of
professionals assigned for technical support is the reason as the key informant interview and the
educational background of technical stuffs confirmed.

According to Bello (2005) cooperative without a strong component of education is in danger of
losing its essential character, that is, the human and personal characteristics which distinguish it
as a cooperative. Education is of paramount importance to the cooperative sector. Unless all
those responsible for cooperatives (directors, officers, members, staff) are well informed and
knowledgeable, cooperatives are likely, in some countries, to become much like capitalist, profit-
seeking business, or in other countries to become handmaids of the State. Education makes

people easy to lead, but difficult to drive; easy to govern but impossible to enslave.

C. Social environment
Ethiopia is known as a country with diversified nationalities, ethnic groups, languages, each has
its own unique culture and custom of living in entertaining different social activities. Our system

of living is in cooperation mode of life that means; work in group (plowing, harvesting, trashing,
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house construction), habits of eating together (in holidays, festivals), and living together is the
common phenomena of Ethiopians in the nearby village, with relatives and at workplace. This
social interaction is considered as opportunity for cooperative growth and development in many
literatures. The supportiveness of the social environment and the justifications of literatures are
confirmed by cooperatives as indicated by high mean value 4.14.
d. Political environment

Cooperatives in Ethiopia have great affiliation with the Government. Cooperative formation
often starts from a government initiative through its government structures. Government also
facilitates support from NGOs to cooperatives, in terms of materials, finance and training. The
formation of cooperative unions is also motivated by the Government, especially through
regional and district level cooperative promotion bodies (Bezabih, 2009). The Government
established federal and regional cooperative institutions that facilitate the organization of
cooperatives. The Federal Cooperative Agency (FCA) is organized at the federal level to provide
support and capacity building services to regional cooperative institutions. The FCA is the
highest government structure for cooperative promotion in Ethiopia. At the regional level,
cooperative promotion structures are found at the zone and district levels. The regional
cooperative promotion institutions are organized as bureaus/agencies/commissions, depending
on the region. Each regional cooperative government institution is autonomous in its operations.
In bigger regions, such as SNNPR and Oromia, there are cooperative promotion offices in each
zone. Beside the availability of structures that indicates the government commitment the legal
framework some discussants believed that there are still gaps in fulfilling all the privileges

given to cooperatives. The lowest mean value 2.61 as members perceived in this regard is the

implications of the absence of opportunities and challenge they are facing.
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Chapter Five

Findings Conclusion and Recommendations

5.1 Findings and Conclusion
The main objectives of this study were assessing the challenges and opportunities on growth of

agricultural cooperatives in the case of fruits and vegetables marketing primary cooperatives in
Gamo Gofa Zone. As pointed out in the methodology section, to achieve these objectives, both
primary and secondary data was used. Therefore, in this section an attempt has been made to
depict conclusive remarks based on the major findings of this study.

The demographic information of respondents point out that the majority of respondents were
found in the age group 31 to 45 (42.7%). These imply that cooperatives are confined with
productive and energetic members who are probably in psychological stage of social and self
esteem level therefore it is advantage for cooperatives. Male dominance is observed as other
fields in Ethiopia (89.3%). This is obviously because of social and cultural influences i.e.
misconception about women. As per educational statuses of respondents un ignorable amount
(23.3%) in cooperatives was found to be illiterate and which is an implication for poor status of
cooperatives in community service especially in participating and supporting adult education
program. The majority of respondents were engaging in farming activities (76.9%), the same
fruit (Mango and Banana) production which is an indication of homogeneousity of the group
which is an important factor for group cohesiveness and success. As land size concerned the
majority (68%) of respondents owns a hectare less than 0.75 (small farm land). This situation is
similar with the situation at national level and it implies the need of intensive work to increase
the productivity of land through introduction of new and efficient technology.

To address the research objectives; questioners were distributed to take the judgment of members
on different variables that are assumed strong to measure growth, challenges and opportunities.
Growth /success of cooperatives were measured by indicator; implementing revised ICA
cooperative principles, status of member’s participation, the position of cooperatives against
creating additional income and the existing position of cooperatives in taking social

responsibilities.
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The results suggested that the status of cooperatives in implementing revised ICA cooperative
seven principles were poor. They are relatively good in implementing two principles (the first
and second); voluntary and open cooperative membership with mean value 3.52 and balanced
member economic participation perceived mean value 3.55. These principles are better accepted
and implemented than other principles but not sufficiently implemented as the values suggest. In
the remaining five ICA recommended principles the mean values suggested that Fruits and
vegetables marketing cooperatives in the study area were in poor status. Together, these
principles guarantee the conditions under which members own, control and benefit from the
business; ensure that members can contribute effectively to the viability of their cooperatives, as
well as the sustainable development of their communities; and promote the broader goal of social
responsibility. Being poor in implementing these principle implies poor cooperative growth
Therefore aware of and showing evidence of members commitment to the seven cooperative
principles is an important indicator of growth/successes and cooperatives included in the study as
per implementing coops principle needs hard work to increase commitment and awareness
members.

Variable which are emerged from the ICA principles were used to confirm the results of the test
for practicability of principles in explanatory manner. These are Members participation, social
responsibility and creation of additional income for their members. As member’s participation
concerned to indicate growth perceived average mean value for all three rating variables is 3.7
which is an average and therefore cooperatives are in better situation in regards to members
participation in various cooperative issues. The implication is that ICA principle 1(one) is
implemented in better way in the study area.

As regards to cooperative’s commitment for social responsibilities the mean average value is £
2.8 which is quit below average and it indicates the poor status of cooperatives in engaging
social and community service. The other variable emanated from ICA principles and used to
measure cooperative growth is against creating additional income. The cumulative mean value
for indicators is 3.01 which is a very lesser amount. So that it is an indication of poor
performance of cooperatives in this regard. All the above results suggest that cooperative growth
in Gamo Gofa Zone, fruits and vegetables cooperatives in particular is in poor status, in spite of

better initiation of members to participate in cooperative business. For poor performance
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level/growth of agricultural cooperatives, fruits and vegetables cooperatives in particular internal
and external factors were mentioned.

As the challenges constraining the growth of the agricultural cooperatives concerned; the internal
challenges that the researcher found better to test are; challenges in relation to participation of
members in cooperative issues and challenges related with management issues. Regarding
challenges related with member participation 4(four) rating variables were used and perceived
cumulative mean value is found to be 3.9 (higher mean value means higher degree of challenge).
These result suggested that still questions in insuring full member’s participation. Challenges in
related with governance issues were measured against five strong variables and the cumulative
mean value is found to be 4.37 a very large value. It implies severity of the challenge in relation
to management and leadership. It also indicates the internal weakness of cooperatives to exploit
opportunities for the benefit of members.

To rate challenges agricultural cooperatives(fruits and vegetables) facing from the external
environment five strong variables employed and perceived cumulative mean value was found
to be 3.6 . High influences of vested interest (gov’t/party/officials) are the variable scored the
maximum amount than others (4.36). The implication of this value is that cooperatives are
influenced by government favor or interference in their operation. They are used as vehicles
for political patronage and still are struggling to break free of state control. These problems
were also confirmed by technical supporters assigned by woreda cooperative promotion desk.
However the success of the co-operative sector depends on their operating without government
favor or interference. The cooperatives are also measured against the availability of ILO
recommended opportunities in cooperative promotion and growth. These are accessible
marketing information, supportive social environment, Adequate Technical support and
training, Healthy Policy environment and Healthy Political environment for cooperative growth
in the external. The outcome suggested that in the environment; better opportunity to access
marketing information and supportive social environment that cooperatives can take the
advantage of it. Perceived minimum mean value (below average) for the ILO recommended
opportunities for better cooperative growth such as technical support and training, healthy
political environment, healthy policy environment are implications for existence of limited

opportunities for cooperative growth.
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5.2 Recommendations

From the above conclusive remarks, the following recommendations are forwarded which may
be helpful for healthy growth of cooperatives in general and agricultural cooperatives in
particular.

1 Assess the status of Fruits and vegetables cooperatives in implementing ILO cooperative
principles apply programs that can enhance awareness and member’s commitment to
insure practicability of principles especially on the issue of democratic member control,
concern for community, education and training and insuring autonomy.

1 Government should not support cooperatives just because they are cooperatives, but
because of what they do and how well they do it, alongside other businesses and
enterprises, on a competitive basis; this can reduce the reliance the cooperatives on
government support. Intensive training support not only for the elected leaders but also
ordinary members and supportive officers from woreda cooperative development office.

91 Cooperatives should not be used as an instrument of the state and must be able to act
autonomously. Appling technical Support programs for policy review and
implementation can improve the situation. Awareness programs should held for local
government officials about the government policy on cooperatives, the government
direction up on them, their nature, the needed support from government and generally
the way to work with cooperatives.

9 Cooperatives potential in creating additional income for members should be realized by
both members and promoters and all possible measures to expand options to generate
income through training, introducing efficient technologies to increase production or to
reduce production cost must take especial consideration.

9 Supporting programs for gender mainstreaming and fair representation of marginalized
groups (the women and youth) gender equality and awareness and transformation
through sensitization on gender issues is highly recommended for the situation of Gamo
Gofa farmer’s fruit marketing cooperatives

1 Employee professional manager instead of elected managers to make sure those
opportunities in the environment consumed fully for the better growth of cooperatives
and establish ~ BODs with enabling structure. This is because the confidence of
members on the elected leaders is increasingly degrading.

1 Increase the accessibility of training for ordinary member’s level to make sure that all
contribute for growth and all benefited and promote knowledge and skills transfer
through study visits to facilitate learning from cooperatives best successes.
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1 Communities and local government officials must have the knowledge and support
mechanisms to develop, maintain and promote cooperatives as level playing field with
other business rooted in place and attuned to the specific needs and capacities of local
residents and communities. And integrated package to promote an exchange of
experiences and good practices should be designed in sustained manner to such
cooperatives so as to better their performance.
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ARBAMINCH UNIVERSITY
COLLEGE OF BUSINESS AND ECONOMICS
DEPARTMENT OF MANAGEMENT
MBA PROGRAM

Data Collection Instruments

Annex I: (a) Questionnaire

Dear respondents, As a practical requirement of the program, 1 am now conducting a research
entitled with “’Agricultural Cooperatives: Opportunities and Challenges on growth of
agricultural cooperative in the case of selected members of Gamo Gofa Zone farmers fruits and
vegetables Cooperatives Union. The main aim of this enquiry is to systematically and objectively
secure pertinent data and there-by investigate the opportunities, and challenges of GGZFFVCU.
Thus, for the realization of this research your genuine response to the following questionnaires is
highly appreciated and the researcher would like to confirm you that the information you provide
will be kept confidential and be put in use only for academic purposes. Your answer should
reflect only your perception and experience in the area of the subject. | kindly request you in
responding to the questionnaires as promptly as possible.
Thank you in advances for your kind

cooperation!!!

Section one: Demographic information

Instruction one: Please put tick (\) Mark in the box that corresponds with the appropriate

answer.

Section one: Demographic information

Instruction one: Please put tick (\) Mark in the box that corresponds with the appropriate

answer (question 1 to 6).

1 sex
Male

Female

2. Your marital status?
Married

Un-
married
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3 Your age

Below 30

31-45

46- 55

Above 55

4. How long you have been member to the union (Years)?

Below 1 year

1to 2 year

2 to 4 year

4 to 6 year

5. Your education?

illiterate

Grade four (4) complete

In-between grade four(4) and
eight(8)

High school complete

diploma and above

6. What products you market via your cooperative?

Mango

Banana

Both mango and Banana

8.  What is your source of income?
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Farming

Farming and some

additional activities

Other than farming.

Section two; Perception on Challenges of Agricultural Cooperatives

Instruction; To what extent do you agree or disagree with the following statement related

to challenges of your primary cooperative? Please put tick (Y) Mark in the box that

corresponds with the appropriate answer

Statement Strongly | Disagree | Neutral | Agree | Strongly
disagree agree
Challenges

| - Organizational /internal

Low background of members

Poor participation of members in all affairs
of cooperative like; attending annual meeting
and actively expressing feeling ,ideas and
views , approving annual plan and budget,
approving audit report, evaluating and
approving executive, electing board of

directors, etc.

Unbalanced member economic participation
via Using available loan, using the services

rendered, buying additional share capital, etc.

Inability of members to exercise right and

responsibilities as member and owner.

Limited capacity of BoDs and managements

Lack of transparency and accountability

Knowledge about duties and responsibility’s
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Lack of Equal opportunity in passing

decisions

Low Capacity of Cooperative Leadership and

Management

Failure to notify annual meeting

Literacy gap from the coop leaders

Low interest of the management committee

due to low incentives

Absences of pre-membership and

familiarizing trainings for new member.

Il External

Small and fragmented farm holding

High influences of vested interest

Existence of other competitors

Low price of produce

High cost of production

Government interferes

Inadequate capacity building support by union
and other promoters.

Inadequate training support.

Section Three: Perception of opportunities of agricultural cooperatives

Instruction: To what extent do you agree or disagree with the following statement related to

opportunities of your primary cooperative? Please put tick (\) Mark in the box that corresponds

with the appropriate answer.

Statement

Strongly
disagree

Disagree

Neutral

Agree

Strongly
agree
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Weak private sector or its exploitative
nature urges farmers to act in an organized
manner.

The social environment is supportive of
cooperative development.

Enough Government support-directly as
well as through various projects.

There are weak competitors (individual
business operators) in fruit and vegetables
market.

Increasing role of NGOs in promoting
cooperative form of business.

Supportive structure of promoting and
supervising  cooperatives from  federal
cooperative agency to Woreda cooperative
promotion desks.

Rural  agro-processing  industries  are
Expanding

The government is committed in providing
Supportive legal environment for
cooperatives.

Easy access of market information because
of technological advancement and
infrastructural development.

Section Four: perception about the Growth of Agricultural Cooperatives

Instruction: To what extent you agree or disagree with the following statement related to

growth of your primary cooperative? Please put tick (V) Mark in the box that corresponds with

the appropriate answer

Rating Factors

Strongly
disagree

Disagree

Neutral

Agree

Strongly
agree

Participation

Member size increases continuously in the
past years.
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Member’s economic participation is in
increasing rate.

Member’s participation in decision making
increases time to time.

Social responsibility

Increased participation in social affairs like
health care service, conflict resolution etc.

Enabling members with valuable work
experience, organizational capacities, and
entrepreneurial skills.

Providing decent work for otherwise
vulnerable or transitional individuals,
especially women, youth, the aged and the
physically challenged.

Creating Additional Income

Securing higher price for the products.

Increasing capability of providing training to
increase productivity.

Introducing new and efficient technology.

Lowering input cost.

Creating employment opportunities.

Annex: (b) Check list for FGD

Issues related to the following lists that will be raise
1. Motivating factors for joining the cooperatives
2. Historical background of the cooperative.
3. Relationship between the union and member cooperatives, members and management
Committees, cooperatives and private institutions.
4. Attitude toward cooperatives
5. Living condition before and after the establishments of the union
6. Members loyalty and commitment
7. Education and training
8. Accountability ,devotion ,transparency, etc of management committee
9. Malpractices such as favoritism, corruption, use of the cooperatives for personal advancement,
etc.
10. Major challenges of the cooperative.
10.1 Internal
10.2 External
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11. Major opportunities exist for cooperative growth.
12.0verall performances of the cooperative and suggestion for future action

Annex: (c) Interview Guide for Key Informants

An interview with the key informants will be guided by the following list of points.

1. Objectives, functions , rules and regulations of the union and member cooperatives
2. Major opportunities created to the development of cooperatives in Economical, Legal, Social
and Political environments.

3. Government linkage with cooperatives.

4. NGO’ working with cooperatives and their role n cooperative growth.

5. Awareness of cooperatives about opportunities and challenges in the environment.
6. Training availability and challenge in relation.

7. Management and leadership problems seen in cooperatives.

8.Possible solutions to internal and external problems

9. Market opportunities and availability of information

10. Measures /efforts undertaken to resolve the challenges to the growth of the
Cooperatives

11. Future direction.
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