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[HE SHARE OF COFFEE PRODUCERS IN THE VALUE OF
COFFEE EXPORTS

Teshome Mulat ®

[, Introduction

I'here are many participants in the Ethiopian Coffee Industry who share in the
distribution of income from coffee export sales. The share of government taxa-
tion has been given a somewhat extensive treatment elsewhere!. The marketing
margins for hullers, transporters, wholesalers, exporters and others involved in
husiness are to a large extent subjects for future inquiry. The primary aim of this
short note is to bring together evidence having a bearing on the income share ac-
cruing to coffee producers from coffee export sales. Without being unduly presum-
ptuous, such inquiry may add to existing stock of knowledge regarding coffee in-
come distribution in this country. There is no known published study on this subject.
But the problem of coffee income distribution needs to be investigated for other
reasons as well. Coffee constitutes the most important export commodity (and
foreign exchange earner), covers up to 450 thousand hectares of land, and affects
directly and indirectly the income of about a quarter of the nation’s population?.
A recent report estimates the number of peasant coffee farmers in the country
(working for no more than 150 man-days a year on the farm) alone as nearly 700,000,
I'he Socialist goals and programmes of the state which have found continuing ex-
pression in many government proclamations in themselves suggest some degree
of research focusing on income distribution issues to be necessarily relevant*. Fur-
thermore, major reorganizations have taken place in the management of the coffee
sector’, and sizable investment projectes to improve the quality and volume of coffee
outputand export have been started in most recent years®, with direct and imm-
ediate effects on the income of producers. The gradual rise in the export price of
coffec during the early 1970's, and the unusual price increases experienced foll-
owing the Brazilian frosts (first in July of 1975 and most recently in August of

7 - - . . . . L3 iti
1978)" make an investigation into the income share of coffee producers additionally
worthwhile and timely.

[l The Income Share of Ethiopian Coffee Producers in Coffee Export Sales

” u{)::'lc'; :“;Ug]'ltf.‘\lltl11;};lu\. are available for the share of coffee producers in the value
e ml;;_};‘r 5 m.d l.h‘lj.'-plil. .fff:cordmg to a 1967 estimate, the fgrmgalc prices
the F.0.B o ‘"C] {"'“ I"t.f-"; get) thzwe been fluctuating between 4,0‘};, and 65% ?F
and the share fl“‘ff' yame ; A 1969 estimate calculates producers’ Shares at 64 o
This leaves 21° government receipts (as taxes) at 15, of the F.O.B. export price’.
& internal ﬂ-:l’UIL |!~. L‘\pnrterh commissions and for *‘second stage activities such
study by Teketel (}:{”‘l\ﬁ: oraks cleaning and drying, and other services. In 1971 a
margins, wholesalers" ariam %, using 1970 information as a base estimated exportes
9, and 68° of [‘L;r;‘__ 8“[‘;?'““ and “‘residuals _as constituting respectively 127%.
ment and includes R L""‘p“‘”_ price. The “residual’* excludes taxes to the govern-
Assemblers, transpo \l].drm ‘""jr“'”g to those whom the author listed as bulkers,
Duting the s I‘[j riers, storage owners and brokers, as well as coffee producers.

Past few years additional estimates of producers’ shares have been provi-

ded by the Caf ;
¥ the Coffee Production and Processing Agency (CPPA)!! and other sources.
"‘"“‘Tilnl ‘s [n. ; - :
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One such estimate by the research staff of the CPPA gives a “theoretical”” farmgate
price of 59 Birr per feresula'* (excludng middlemen’s profits) and calculates

the “expected’” F.O.B, Djibouti price of that coffee at 7226 Birr per ton. This yields
a net producers’ share of 48%, of F.O.B. export price for that period (i.e, 1976),
In 1975 The Coffee Improvement Project’* of the CPPA calculated that the farmgate
price of coffee would be about 407, of the F.O.B. export price with the implementa-
tion of the “improvement projects™.

Although there are differences in the results attained, the methods used in the
estimation of these various producers’ shares are essentially similar. The usual
method includes detailed breakdowns of price (or cost) formation of exportable
coffee. The observed or estimated coffee price at farmgate acquired from such break-
downs is then expressed as a proportion of the F.O.B. export price, to yield an
estimate oflhe{prodm‘ share. The share accruing to any other party can of course
be calculated from such detailed cost formations in a similar fashon. Once the
details of costs and expenditures are known, the cost of each expenditure item (or
of each category of cost) can be expressed as a ratio of total costs. Thus the produ-
ers” share is essentially the ratio of total expenditures at the farm level to total costs,
where total costs are equal to the F.0.B. coffee export prices. The degree of accuracy
of the producers’ share, arrived at in this manner, is dependent upon how compre-
bensively and accurately the constituent cost or expenditure items are computed

: AM complications are of course introduced when, instead of caleula-
ting various producers” shares for different time periods, the issue becomes one of
“?“'"““! a national average per annum, The exercise is nol. however 100 com-
plicated, of we make allowances for variations in production and other costs from
region to region. Costs are also dissimilar as, for
MMN.MP‘&HIIM.M]W cost differences between the various forms of
Mﬂﬁmﬂu{ﬁ&ﬂﬁﬂ“bﬂ"iﬁ. hand-pounded beans, and fresh cherries for wet

of annual Average prices (per ton) of coffee “arrivals'” (1.
wl! N;ﬂﬂl &o‘w'l Ababa _fl'ﬂl'll the inlﬂ'iorp{ and (b) estimates of “intenor
oMty . In estimating average m_oflninls, both weighted (using volumes of
u"”':lbn" weights) and unweighted (annual) average prices were computed,

w that *llﬂu results are obtained in cither case. Regarding

interior costs™, togal expenditures incurred (including transport, storage and proces
Vng charges s well as middiemen's commission, eic.) from farmgate 1o terminal
™ Addis Ababa and Dire Dawa have been estimated separately for dned

beans, and for fresh cherries. Weighted annual average
oery 8 & whole were estimated using the volumes of

' above as weights. Finally ducer
pexce s then computed simply , current produc
of prices and couts (see Annex A.) the difference between these two measurements
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Given these series of current producer prices, .l!_we_ relative share of prqtlu‘ccrst

e F.O.B. exports can be easily estimated by dividing such producer prices b\
» esponding OB, export values. Unfortunately, available coi_fec export series
:lr:rha':‘cd on calendar years, while the angflcrm‘ producer price series are conppu}cd
for colfee years'®. We need to ascertain, in this case, that we are indeed dividing
ihe producer price by the export price of the same cof fee.

Information is available elsewhere on perccmuge_dislribuliuua of total coffee
exports by months!”. These can be used to convert given calender-year Foffee ex-
ports into export figures for coffee years (and vice versa). Although this conver-
won ensures that producer price and coffee exports are now of the same time pCl’lOd?‘.,
it does not necessarily mean that reference is made to “*the same coffee if thereis
speculative hoarding. However, two previous studies cover this problem adequately.
The report on the long-term producer price series notes that small coffee farmers
wll their produce immediately after harvest and that, even though in theory land-
lords had more hoarding and speculative capacity, they too in practice sold all
their produce soon after harvest's, A scasonal analysis on coffee supply, prices
and exports covering the periods 1960-61 to 1969-70, while corroborating the above
patterns, adds that exporters also export all the coffee supply of a given coffee
year duning that same year'. It notes that a maximum lag of about 4 weeks exists
between contracts and actual exports up to March, and that this lag is reduced
10 zero as the coffee year draws to its conclusion. The implication, then, is that the
producers” share, computed as a ratio of producer price to F.O.B. export value for

any colfee year, refers to the same coffee. These computations were performed and
are shown in Table 1.

TABLE 1

Share of Ethiopian Coffee Producers in The Value of Coffee Exports

ol I'rqdulccr F.O.B. Export
"'u:t Price(1) Value(2) Producers’ Shares
(Birr ton) (Birr'ton) (Percentages)

::‘:1 1040 170992 | =
oy 1004 1658.96 61

. "": 1353 2213.04 61
'm 1376 2153.90 64
e 1394 2119.61 66
i 1234 1935.60 64

- : 1271 1903.74 67
,.m""_'," ) 1209 1962.96 62
iy 1690 2463.60 69
1. 1378 2218.70 62
197271 1409 2204.52 64
97194 1463 2460.16 59
1994.7¢ 1692 2686.70 63
197596 1203 2657.60 45

% Ty 010 4582.39 66
LRl 1567 11001.00 32
— W% 831400 33

™ Taken from Planning

: Yoy - . - B 4
Collee 196162 1 l*]?r:[;;i‘ lp::brl"[;111|lll.'“b Unit (CTDMA), Producers’ Prices of

Export valye

l\g:ﬂ :“l.llfl.\ (F.O.R) converted from calendar

Qhon '8ures are obtainable from the
atistical  Offige SOUrces,

The Lomputations refe

X r 1o the first g S a o .
received from (¢ TDMA m":w:\t cight months of a coffce year only, and were

year inlto coflee year equivalents,
same source as in (1) above and Central
t||
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Table | may give a general indication of the level of relative shares of produc.
ers from coffee export income. It is, however, inadequate to give sufficient meaning
and significance to what Ethiopian producers actually receive. Besides the measure

here, and for a fuller appreciation of the effective shares, other measures
may have to be used. One such measure would be coffee producers’ per head
share, for example. Unfortunately no reliable information exists at the present
time for computing such a measure?®, However, it is obvious that, even if the rela-
tive share of exporters in the F.O.B. export prices are smaller than the share of
producers, the per head share of exporters are far in excess of corresponding farmers’
share due to the number of exporters being smaller than that of producers. Like-
wise, any increase in the volume of marketed coffee per farmer and/or increase of
coffee prices paid to a producer would tend to improve the effective (as opposed to
the “relative™) incomes of producers, all other things being equal.

A wider appreciation of the relative share of Ethiopian coffec producers (re-
ported in Table 1) may also emerge from a comparison with producers® shares else-
where in the coffee exporters” world. At the present time there are 43 coffee-expor-
ting countries that are members of an international grouping called the Interna-
tional Coffee Organization (ICOP'. In 1972 and in 1978 the ICO published in-
formation concerning coffee income distribution in member countries. Relevant
data received from these sources are summarized in Table 2.

TABLE 2
Producer Price as a Percentage of (F.0.B.) Export Price for Some Countries and Years.

Coffee
Types* 1962 1965 1968 1970 1973 1974 197§ 1976

Columbia - Gl i Rk ) 43 35 R 48 iR
Kenya M % 82 4 o 95 91 9 W
Costa Rica oM 70 79 2 ] 71 4

Dot 83 68
Republic OM 62 52 58 59 62 87
Fcuador oM 43 8 63 67 67 68 76
El Salvador OM 71 64 64 69 70 66 60 84
Guatemala oM w4 86 82 82 74 74 80 91
Hooduras oM 75 ” 7 7 67 78 7 98
India oM 88 78 62 81 75 81 58
Mexico oM 9 6 60 65 7 76 76 62
Nicarague oM 7 n 74 80 96 97 75 98
Reanl UA b2 38 1 39 64 62 90 7
Angola R 9 51 % 66 70 47 %
vy Oon R B8 W u e g s &
. S R @ 6 61 55 43 55 37
slagaey Republic R 61 67 4 48 61 7 53 71
e 8 N 68 &8 %4 @ » U
R 7 26 46 6 28 18 37 %6

Sewrces: 1CO, Statistical Information on Ex & . s I
port Prices, Producer Prices and Distribution

rary Jars oo Coffee during the Period 1962.1971 (ED $56/72 ) London, Feb

ber Countries (EB 1615/78 (EY), London, Apri 1975, e s o Lot N8 Mem

1978. Tables 4 and 5.
':“ : gm . OM =~ Other Mild Arabicas UA = Unwashed Arabicas
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A question that can now be raised is whether average producers’ shares observed
1 Ethiopia differ from similar shares elsewhere. The necessary statistical tests using
I|hr§c daia have been performed and summarized in Annex B. The conclusion is
that the share of producers in Ethiopia do not differ significantly from producers’
‘hares in other countries,

111, Ethiopian Coffee Producers’ Income Share: Characteristics and Problems.

Although from the foregoing discussions _ihe s:ha:'g of prodl{cers in‘ the value
of exports cannot be described as uniq uely low (or high) in comparison with world-
wide practice, they nonetheless possess sirluctural_ weaknesses w_hych may at some
stage require the formulation of a corrective policy. The coefficient of variation
of about 18 percent computed from the Ethiopian series may be considered too
high, and indicates that producers’ shares (even if not small) are certainly unstable.

{a) Inadequate Price and Fiscal Policy Means.

One problem with Ethiopian producers’ shares is that they have been largely
outside the control of producers. Price, fiscal and related policy means for indirect
control have not been adequately developed for purposes of regulating, and if need
be stabilizing, producer and other incomes. The available evidence shows that
coffee export prices and producer prices are closely correlated??. This could well
imply that any fluctuations in international coffee prices are transmitted immedia-
tely, causing producer prices to fluctuate as well, Likewise, examination of Ethiopian
data reveals that any increase in coffee export taxation, itself a positive function
of coffee export prices, is also passed on to the producer by exporters?¢. This pos-
sibility on the part of exporters and traders to shift any tax or low-price burdens
on 1o the producers has, in the absence of mitigating circumstances, a potential
for depressing and destabilizing producers’ shares.

(b) Institutional Control Means

Other (and more direct) institutional control means are of course available,
:“:‘:'lﬂlff;c-cxpnrnqg countries show diverse forms of their application. The problem,
t ;Imc{‘?lutcd. is not that o_f regulating producer or other income shares only.
Bt e imi;;n toln.r: of regulating coffee output and supply. All these are factors
i ate ,\_r_rslated. If increases in international prices are allowed to be
ey e “imu]?llgr&n icant measure (o coffee farmers, coffee production (and supply)
of the “t‘nffccd[g' ”'?_IC_S:‘- of course _countermeasures are taken. The main issue
the undcsifablc fewfmf-lwl‘m“ Fund in the ICO is precisely that of combatting
fioa 4 diminul'a urc? of overproduction and stockpiling, including the fluctua-
which oversy I-‘“?n 0 Iqugn-ext:hangc carnings and depressed producer prices
i thus in ({rd[c)? }T;: m_qat I_|}<ely to _cntall. The proper institution of con_tro] means
on coffe fo f‘ he I,\h'll\(.‘ s cxcecdmvgly relevant for economies depending heavily

O Iroeign-exchange, earnings, employment, government revenue, etc.

! Some countries2s
.u{uudnr and Hondura
toflee sector, Minimun

(e.g. Guatemala, Dominican Republic, and to some extent
s) have instituted no definite measures for controlling the
are applied on Cxp()r|g1 P“ICC? are not set for producer;, no or only marginal taxes
tion, Processing and o fm]i the government plays no s_|gn|f:can.t role in the .produc-
and coffee-export eay T‘h”_c““g of coffee. I‘n these “systems™’, producer Incomes

o tarnings, as well as the income shares of other participants
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n coffee activities, are fully exposed to the exigencies of international market
forces

In some other countries, while coffee production, processing and marketing
are still kept in private hands and are subject to market manipulations, some
degeree of government participation is observed, either by way of tax collection or
even by way of direct participation in trading activities. In Kenya®. for example,
the government provides advisory services (for fees) and collects taxes on various
colfee activities. However, these charges and taxes are reported to have merely
revenue effects, and not controlling effects on producer and other income shares
or on coffee production policy. In Venezuela®” and Togo®, on the other hand.
the government participates through parastatal bodies in market trading, primarily
10 stabilize producer prices. It does so by buying coffee from producers and thus
playing the role of a price leader.

One method of direct controls that is widely used by coffec-producing coun-
tries 15 minimum producer price fixing. Many countries (e.g. Burundi, Cameroon.
Rwanda and Madagascar) have introduced such a scheme primarily to stabilize
producer prices*. In Mexico™, the Mexican Coffee Institute not only sets minimum
producer prices but also buys (through its agents) up to ten percent of the total
produce to stabilize these prices. In Costa Rica!| other than setting minimum
prices that processors must pay to producers, the government also [ixes a ceiling
for the profits of traders (including exporters). There is in this case a limitation on
the incomes from export sales that can be passed on to the producers.

Another method of controlling the coffee sector (or some activities therein)
would be through the granting of monopoly power in coffee processing and trading
10 government bodies. Uganda’® introduced such a scheme in 1960 w hereby full
monopoly power for buying and exporting coffee was given to the Uganda Marke-
tng Board. In Tanzania®, the Tanganyika Coffee Board controls coffee trade

:"“’”lh its appointment of Producer Associations to conduct all markeling operit-
ons.

gnll other examples of institutional controls are provided by the Judian Colfee
Plan™. In India a system of compulsory delivery of coffee output by producers

1o what 1 known as a “coffee e . . T A
set by the Coffee Board®. pool™ is enforced. The delivery is effected at a price

Most of the relatively more important coffee exporting countries use o Lairly
advanced ’“fl effective institutional control means boit)lt: for purposes of stabilizing
Tr’m:,?\:‘:::;“;mn oy n‘u"""s all ‘-’?rft'c activities, Brazil (which accounts _Fur
Coffee Plan*. i <€ €Xports by volume) is a case in point. According to the Brazilian
coffee farmers '“":“‘“;h@"“ prices for domestic consumers and prices paid 10
Muences by Ihem' _h\-tly insulated from the direct international market in-
“guarantee p.-._-,d.mm . gf th? Brazilian Coffec Institute. This Institute lixes
offers to m,dm':" Pﬂ'le which sets the official price-floor below which private
from producers mﬂl':!!o( all. he.'““,""" itsell guarantees purchase of any amount
export prices” for " poce. Likewise the Institute also determines ~minimum
and this fized mmm.u exporters. The dll'l_'crenlinl between actual export revenue
Fund"', I is this fund :.h:hp?:‘u::qliu; ges into what is called a “Coffec R‘-‘".’“
activities in the sector, ¥ the government to finance its wide ranging

l“ l!m" (‘(‘\l At

twhaich .
a somewhat umilar ¢ - acouats for about 32

» Of the Id Robust: ris)
fevel Stowerin s S world Robusta expe

neing coffee sector is observed.
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:
There 100, the institution ©
pears 1o have mitigated this

of a parastatal body— :.he Caisse de Slahilisalign‘_a?-
problem of stabilization iln‘d controls, The (ul_ssc is

aible for all marketing policy, guarantees all coffee .prmluccrx Hl l.lm['orm
-l-uir::‘hrl‘atiun price’” for their produce and has introdl{ced a system w hc_rcby internal
coffee dealers operate on 4 Fixed cummjsmon basis from the (_;us.\.c.. I‘.?porle.rs too

,uaranteed a set price and are required 10 surrender o the Caisse the Im‘l‘zu'wc
:::ct::n their revenue from exports and lhi_s' *__ru;u:umccd price. In gcqcrnl the I:;mg
of exporters’ price is effected ata Ie\'gl “hjch often ensures that this balance is a
positive sum, The resources acquired in this manner arc‘rcpnrtcd‘tn have enabled
ihe Caisse to exercise its effective regulatory and controlling roles in the sector and
10 stabilize producer prices for years.

In Ethiopia the introduction of institutional control means has been of rather
recent origin. The National Coffee Bord (NCB) was established by a governement
proclamation in 1960, mainly to set standards and to facilitate in other ways the
export of coffee from Ethiopia®s. Although in 1960 and in 1966 decrees were is-
wed” 10 legalize the establishment of cooperative societies in the rural sector,
developments were slow, and, for the coffee sector at any rale, they have proved inef-
(iient both in terms of securing benefits for members and in terms of contributing
10 the rational reorganization of the sector for controlled development*. During
the Third Five-year Development plan period (1968-1973). commitments were made
1o set up as many as 300 multipurpose cooperative socicties in agriculturet!. Of
the 152 that eventually materialized. only 23 included coffee producers’ cooperatives.
By the time of the land reform (1975), there were only 13 such cooperatives left.
These coffee producers’ cooperatives had many additional problems: They prima-
::I\“:litrl{)crlu.lftl lhc‘ larger I‘urmcrs.. lacked cl‘l'iuicn1~|_'n;mugcmcm_ and were only able

‘ s than one percent of the annual coffee suply.

i \::;:"ji:;Z“i-n:""llri‘fri_ulll lr}»lil}tlignul changes I_m\c taken place in the cot't'efc sec-
the NCB has h':c':dfl:li{?.\‘igrt:(,)r.kc producer income hhalr??. Bv |1E"_1ch|nmun-h,
ment and Marketine ?\Lu;jr:f Y .-"T“h new authourity, T'hc Coffee and Tea ngclop—
it provides an enlareed ba -('!t:-'\' G ScOrporation of *+tea™ is significant in that
The change also nnr\\ 'lllnhlf ?1" p ‘-lIJE’ﬂPrchensl\'e policy de\.dnlmwm i the rl-dd'
an arca left out of the "1c1“:""l .c il ho.d'\: to m.kc PIRES 86 marketing,
4 government \.'Oi‘l'!l)r-nli y I In.m.h o) ‘lhc former National Coffee Board. Furthermore,
and market coffee ll‘m: "pl_:)‘::(izﬁtclnl‘\" ht::en established** 1o purchase, process
the \mrkillg‘\ ol the CofTCL‘ I'I'Iiil'kl:%. % Staleavih Sniasiinme 10 inltlucas the

Onthe level of producers. too
I conjunction with o ans
ment of the coffee

it important changes have been introduced which
sector s _]‘":j“. are expected to enhance the controlled develop-
cluding that of stabilizing or cushioning producer in-

tomes, Prior 10 1974
. more than 8 ¢ ) :
o s 49 yIore 30 percent of coffee farmers were tenants®, The

Proclamtion op cooperatives if\nllg:led iy o the A, i inigiiion, e
ine - $ : 46 is oy
feorporation of these small recently*® is expected to pave the way for the
WIve societies. Already b:- |_“0“'l'*'““"l nlarmcrs into rationally instituted coopera-
OPetatives and 2182 'agri—culrls 1978. of the planned 43 agricultural producer co-
million farming households u.ul Service cooperatives (together covering some 3
q‘hr.,ugh‘,m the GobineryAr t;.] ds many as 21 and 343 respectively were registered
ed in the coffee-growi s -m ! e vast majority of these registered societies are locat-
& regions and include mainly coffee producers cooperatives.

A rath
18} 1 [ &
pment in this regard is noted in the case of washed

coffee rn-mcr Impressive devel
amo. After . i
After the nationalization of land, the government

agement in Sjqg
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placed all washing stations with the newly created coo;)elralivcs, and during the
current coffee year (1977-78) a total of 108 washing stations are controlled and
operated by 58 coffee producer cooperatives®®. These cooperatives not only process
the output of members, they also transport and market internally the processed
coffee. By controlling these activities themselves, producers are obviously in an
improved position both to stabilize and to increase their relative income shares.

It must be realized that a controlled development of the coffee sector (assumed
in itself a desirable goal) calls not only for the institution of separate legal bodies,
setting out detailed rules and regulations governing all sectoral activities such as
the institutions of fiscal, price and allied policies, but also for the provision of a
working framework within which the proper interaction of these items can be
perceived. Even in the development of the contributary items, there are areas as
yet untreated. Nothing new has been introduced in regard to price and fiscal policies.
Minimum producer prices are not fixed. On the other hand, the new institutions
created have problems. For example, inadequate capital means, poor transporta-
tion and lack of trained manpower to manage the cooperatives are recorded as
pressing points is the growing lists of problems encountered by the young coopera-
tives only recently formed*®. One would expect a reasonable lapse of time before
a totally synchronized, well coordinated, effectively controlled and properly func-
tioning coffee sector comes into being. Only then can it be ascertained that the in-

come shares of producers, among other considerations, are made effectively predic-
table and are fully controlled,

¢) Large Service Sector

Another major destailizer and depressor of producer income shares is the share

accruing to “coffee servicing activities'. These activities include cleaning and grading,

storage, packaging, marketing (including exporting), transportation, etc. All are
tasks performed by

license holders and paid for from coffee sales. In Ethiopia as
many as 15 such activities are identified in marketing alone®. No comprehensive

census has ever been taken, but experts in the field estimate the number of persons
mvolved to be considerable.

In some sense the effects of th
income shares of producers are easil
of “services™ vary in inverse propo
together. It is also obvious that the |
make the tusk

ese large volumes of service activities on the
¥ perceptible. By definition, the relative shares
rtion to the shares of producers and taxes put

arge numbers and the diversity of licence holders
of control relatively difficult,

it 4 ¢ however, would be the determination

trection of g o ares. Are the observed changes in P";“'

O changes in the shares of “‘services’ or to changes in the

;t::e\.:(: taxes? Attempts have been made 10 probe this issue using cross-sectional
time-series estimates of income share distributions in Ethiopia.

Cross-country evidence indicates inati

. : that, of the total combinations of the rela-

l:a::ﬁlf,f n.v'f *p:m of variables, the correlations between producers’ shares and the

e are ly s . However, the computed corrt‘l:l"

it shows significant variations between different samples*’.
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closely to changes in the shares of government tax receipts than to changes in the
scome shares of “'services''s%. Of course this latter result simply summarizes histori-
cal data and cannot be a useful guide as to how to stabilize or augment producer
income shares in the future. We need to bear in mind too that institutional, ideologi-
cal. and other variants can no longer be assumed constant for extrapolation pur-
pw‘l-

TABLE 3
Income Shares from Coffee Exports (percentage distributions)

Producers' Shares  Share of “Services™ Govt. Tax Shares

(2) 1962 1965 1970 1962 1965 1970 1962 1965 19%0
Colombia CM 45 4 1]
Kenya M 70 6 b}
Tanzania M 81 ] 10
Burundi OM 40 2 19
Costa Rica OM 70 23 7
Dominican Republic OM 52 58 48 42 0 0
Ecuador OM 43 63 49 24 ] 13
El Salvador OM £ 64 69 18 21 14 1 15 17
Guatemala OM 84 86 7 i 9 1
Haiti OM 39 49 2 23 2 b |
Honduras OM 15 79 14 12 4 9
India 62 18 20
Mexico OM 56 65 37 I8 7 17
Nicaragua oM 71 77 80 21 16 14 L] 7 6
Rwanda oM 69 25 [
Venezuela OM 76 24 0
Brazil UA 23 35 39 8 5 8 69 7 3
Paraguay UA 78 7 15
Angola R 59 2 19
Cameroon R 82 | 17
Ivory Coast R 60 69 55 23 16 24 17 15 2
Malagasy Republic R 67 16 1
Sierra Leone R 85 5 10
Togo R 2 9 %2 33 B N 0 8 16
Uganda R 77 59 46 15 18 4l 3 . 2l
Zaire R 36 13 1

Source: as in Table 2.
(2) Coffee types as defined in Table 2.

In fact, contrary to what a possible extrapolation of the time series results
suggest, the stabilization and strengthening of producer income shares are most
likely to come out of activities that have the opposite effect on the income shares
of private persons in “Services'. There are many advantages to be derived rom
a possible transfer of incomes from “services™ to other shares (including producer
income shares), and in general from a programme aimed at streamlining the *coffee
servicing activities™. These activities often involve the mere transfer of coffee from
chains of smaller traders to larger ones, resulting not in a net value addition as
such, but in causing the prices of coffee to rise by cumulative additions e <3
sions, Streamlining may in this case raise producer incomes directly. If the coffee
farmers were to bring their produce to the auctions themselves, their incomes wou
's"'“‘ﬁk'_ by the amount of cumulative commissions for middlemen, for exampes

‘reamlining might also imply reducing the numbers of various licence S
and their possible release for other more productive (and less competitive and -
f:'l'“ll"e) activities. It may also be noted that of all the items constituting s“intenor
COSIs™ (see Annex A), it is **middlemen’s profits” that constitute the largest and
the most unstable cost component. Here again, streamlining could remove or bring
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under control this significant destabilizing factor of producer incomes.

Moreover, present policies favour such developments. In the case of washed
coffee processing, it has already been pointed out that all of the **servicing activi-
ties™ have been placed under the control and management of producer coopera-
tives. The organization of small coffee producers into cooperative societies, as
well as the transference of warehouses, cleaning facilities, etc., to these societies,
is reported to be a continuing and developing process in the majority of the othe;
coffee-growing regions of the country. Cooperative societies are also expected 10
play an ever-increasing role in the internal marketing of coffee. The overall effects
of these developments will be to help stabilize and/or improve producer incomes
by expanding their activities at the expense of “servicing activities™ previously
carried out by non-producers.

TABLE 4
Coffee Exports: Percentage Shares by Exporters®
Ethiopian Ethiopian
Foreigners (Private) (Govt.) lTotal
oy . == e - .
Unwashed Coffee 83 17 0 100
Washed Coffee 100 0 0 100
1970-T1
Unwashed Coffee 81 20 0 100
Washed Coffee s 2 0 100
197576
Total Exports 53 2} 24 100
1976-77
Unwashed Coflee 57 17 26 100
Washed Coflee 67 13 0 100
Total Export 57 k! 20 1040
107178
Unwashed Collee 53 17 30 1 (0
Washed Coffee o0 2 K 100
Total Exports 49 21 30 100

Source: CTDMA sources
-

for 1965-66 and 1970-71 arc calculated from volume figurss. while those for

1975.76, 1976-77 and 1977-78 are computed from ex value figures. Howev enta
from value and volume figures do not differ much. port gures. However, percentages

** Covers the period October 1977 10 August 1978 only.

The share of government taxes and incomes from coffee activities is also most
unlikely to diminish. The role of the government in areas such as coffee marketing.
inspection and controls, provision of technical and material assistance to farmers,
ele. 15 on the increase, and more funds will be needed to finance the growing state
activities in the sector. All these items may have to be paid for from coffee sales,
and the outcome of greater state participation will therefore be to raise its income
shares alwo. Such an increase in the government share of activities and incomes is
not nesessarily incompatible with the growth and/or stabilization of producer in-
comes. If anything is to be learnt from the cross-country evidence, it is that effective
'?‘""‘ 1o control the sector activities (including that of stabilizing producer in-
::u':} mt;utlly_nmpiy increased shares in government activities and incomes.
the asem' -“'T:" the expected growth in the income and activity shares of
Mmcdt % &30 moR hhly lt)“wm about primarily at the expense of private

€€ servicing activities™. Perhaps the best indicator of this trend s

the recent increase in the share of exports by the /
government sector. Whereas
:‘d:"lh‘:g all ‘di?m*“ exported by private (and mainly foreign-owned) firms.
y hiopian Government exports about 30 percent of the total (see Tabled)
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The government share s even greater ip the case of washed coffee CXPOrts - an item
highly favoured by the !:ff!mﬂf(i'{l Coffee Plan for future expansion. Since colfee
exporters margins have been estimated 1o be relatively large and quite unstable
sate participation in this case may have, among other positive results, a slabili:ing'
influence on producer income-shares.

) Producers’ Participation in Coffee Marketing

The problems with producer income shares cannot totally be explained by
the failings of the price mechanism, organizational bottlenecks, the presence of
large volumes of coffee servicing activities, or the absence of quick and coordinated
government action. Sometimes failure on the part of producers to take advantage
of existing rules and regulations results in a further depression of producer incomes.
The early National Coffee Board Regulations (essential features of which are still
retained in present regulations)® require that coffee trnisactions take place at
designated market centres and that they be carried out by licence holders (or pro-
ducers). An important consideration on the part of policy makers has been, in
this case, that coffee farmers should benefit from competitive price offerings by
traders and consumers. A pilot survey carried out by the NCB, however, shows
that failure to trade at approved local markets results in a possible reduction of
producer prices and incomes. These results of the survey are summarised in Table
5. The results (a) indicate that there is a large incidence of coffee sales at farmgate,
and (b) show that in all observed cases average coffee prices at market centres are
higher than ut framgatess,

TABLE 5.
Coffee Sales at Farm gate and Variations in Average Prices

o298 ~
- 3‘., o7 T, 3
3 E ?-."a E -4
UEEE 3 - B
=3E S
e . =40
SzE3F Average price of SER
§gt= coffee (Birr/Kg.) 8 &E
SN \wraja Wereda 3322 Farmgate  Local Market £ 83
Hararge Chercher Tulo =0 TAs . it =
Habro 0 1.45 1.46 I
Kafly Limu Goma 70 0.56 0.66 I8
Limu Saka 75 “0.50 0.59 I8
Sidamo Derassa Yirga Ch. 65 0.60 0.70 17
Bulle 50 0.50 0.‘)2 ‘Jf
Wollamao Holosso 0 1.00 1,12 I ;
Sodo 7. 40 1.28 1.38 3
ubatior Gore Alle 10 118 132 12
Hollu 60 0.89 1.03 ;ﬁ
Wellega Cimiv Guliso 30 0.74 1.28 ‘:
Gimbi 10 0.69 094
Average farmgate sales 17
(0.26)
Cherall average price
(Birr Kp_} 0,90 110
Oy 0.35) (0.34) -
erall average price difference (27.39)
(_‘:E'i'ﬂ‘ll of varnation 0.70 0.38 0.3l 101

b (-nm!"“"_d from data obtained from NCB, Pilor Survey, 1972
€ The values in brackets are standard devaitions.
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IV, Summary and Concluding Remarks

Incomes from coffee export sales can be disaggregated on the basis of recipient
shares. Three such shares are identified: producers’ shares, the share of *“‘coffee
servicing activities” and government tax (or income) shares. This short paper is
primarily concerned with the income shares of coffee producers in Ethiopia.

Examination of historical data reveals that the revlative share of producers
in the value of coffee exports is comparable with similar shares in other coffee-
exporting countries. However, these shares are also found to be unstable. Among
the destabilizers and possible depressors of producer incomes important factors
are the inadequacy of policy instruments for indirect controls, the slow develop-
ments and apparent neglect of direct institutional control means, the presence of
large volumes of coffee servicing activities in private hands, and the apparent in-

ability of disorganized, small and largely tenant farmers to take advantage of marke-
ting possibilities.

The policy issues with regard to producer incomes generally and primarily
include the “stabilization" and “controls™ of the effective producer income shares.
In their institutional requirements and manner of implementation these policy
issues are necessarily intertwined. The question of personal income stabilization
in any sector may have to be treated in the context of general incomes policy for
a socialist state and requires for its effective implementation the implanting and
development of varied forms of state institutions, procedures and policies. The
isue of controls too requires similar developments.

In most recent years far reaching institutional changes and reorganizations
haven taken place in Ethiopia with a direct bearing on these policy issues. The reor-
ganization of the coffee authority, the abolution of tenancy and the forging of peasant
coffee farmers into rationally instituted producer cooperatives are important in-
stitutional rearragements and innovations affecting producer income shares, Fur-
thermore, producer incomes are likely to be affected by the inroads into “servicing
activities™ made by both coffee producers and the government. Already the bulk
of washed coffee processing and internal marketing activities in Sidamo have been
transferred from “non-producing” private persons to coffee farmers’ cooperatives.
This transference directly raises the level of producer incomes. The government,
which in the past took no part in coffee trading, is now a major coffee exporter.
This 100 raises the level of government income shares from coffee exports. But there
15 also an additional positive incomes policy effect from this participation. As &
byproduct such activities by the government would also improve its capacity o

play active regulatory and controlling roles - : sontrolied
development of the coffee sector. ’ necessary tasks in the contro

Discussions on policy are necessarily incomplete at the present time. Only
the saliant features of the development of policy means can be outlined. It is a bit

premature 1o be definitive about end results. The point is already made that to

bring producer incomes under effective control and make them perfectly predic-

able may well herald the genesis of a fully s iz i

o) “a ynchronized, effectively controlled
l:t:h:fflcrql!y = ing coffee sector. At the present time we see only the parts
' making, and it would take sometime for a total picture yet to emerge.
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ANNEX A -~ Addis Ababa Producer Prices 1961-62 to 1976.77

il ——————

INTERIOR COSTS (BIRR/TON)

- 9 =
2 -~ e¢» § - . x
25 22s ww £ 5< @ 5§ 8
Colfee Year w 80 BEo A5 - " n = o = E =
S8E 5T 3§} 0§ 90p #3 3% 3 Pais
ol wosn M = | < 2 & EE&S
1961-62 1307 60 29 18 3 26 131 267 1040
1962-63 1267 60 29 18 3 26 127 263 1004
1963-64 1655 60 29 18 i 26 166 302 1353
1964-65 1680 60 29 18 3 26 168 304 1376
1965-66 1700 60 29 18 3 26 170 306 1394
1966-67 1456 55 29 18 3 30 87 22 1M
1967-68 1496 55 29 18 3 30 90 225 1271
1968-69 1430 55 29 18 a 30 86 21 1209
1969-70 1941 55 29 18 3 30 116 251 1690
1970-71 1610 55 29 18 k] 30 97 H2 1IN
1971.72 1650 50 29 18 5 40 9 241 1409
1972-73 1707 50 29 18 5 40 102 244 1463
1973.74 1951 50 29 18 3 40 117 259 1692
1974-75 1431 50 29 18 5 40 86 228 1203
1975-76 1259 55 29 18 5 R 98 249 3010
1976-77 3864 65 35 18 6 57 116 297 B8&7
Source: Planning and Programming Unit (CTDMA), Producers Prices of Coffee: 1961-62 to

1976-77. Addis Ababa. October 1977 (draft), Table A4.

Anmnex B

Tests Concerning Differences in Relative Income Shares of Producers
B. I,

B. 2

B. 2.2

Y

Non-Parametric Test

(1) Test: Rank Sum Test

(2) Sample Sizes: 17:138

(3) Test Result: Z — 1.5088 < Z g.45 = 1.96

(4) Conclusion: The population from which the two samples are drawn
have equal means. We accept the null hypothesis that
the average producers’ shares observed in Ethiopia
and elsewhere are the same (at a level of significance
of 0.05).

Parametric Tests s ampl
We cannot on an a priori basis dismiss the possibility t_hal Ehe e ;amp;-:
are from normal populations. The appropriate fest,in ShUchlS, SRS
on what can be assumed regarding the population variances.

A Test Concerning Differences Between Two Normal Population ¥

(1) Sample Sizes: 17:138 T

(2) Test Results: F — 2.8429 > F 4.9y = = ion vana-

(3) Conclusion: We reject the null hypothesis that the Ropuhlloﬂr\';r;;
nces are the same at a a level of significance ol U=

A Test Concerning Differences Between Two Means Drawn from Normal
Populations with Unknown and Unequal Varian

(1) Sample Sizes: 17;138

(2) Test Results: (Welch Approximation)t = 21055
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‘e

lo.gss = 2.7500 with degree of freedom calculated as 30.

(3) Conclusion: On the basis of the above assumptions (normality and
unequal population variances) the data show that the
average income” shares of producers in Ethiopia do
not differ from similar shares in other countries.

FOOTNOTES

See Teshome Mulat, Coffee Taxation, Addis Ababa, September 1972 (stencil)

There are a few sources for these and related estimates. See, for example, the Natonal Coffec
Board (NCB), The Natiomal Coffee Plan of Ethiopia, Addis Ababa, December 1969, p.2
Sce also Coffee and Tea Development and Marketing Authority (CTDMA), The Role of
Coffee in the Ethiopian Eeconomy, publication No.7, June 1978, p.14. Coffec area estimates are
also provided in the Ministry of Agriculture and Settlement, Land Utilization and Crop Pro-
duction: Report on Small-Scale Agricultural Sample Census 1976/1977 (1969 E.C.) - Volume
I, (Planning and Programming Department, Addis Ababa, Junc 1977), pp. 14, 15, 20-2}
Note, however, that area estimates in these sources vary.
See Planning and Programming Unit (CTDMA), Coffee and Tea Policy, Addis Ababa,
September 1977 (Draft),
Sce, for example, the Provisional Miltary Government of Socialist Ethiopia, Programme
of the National Democratic Revolution of Ethiopia, Addis Ababa, 1976. The most important
proclamations include Proclamation No.31 of 1975: “Public Ownership of Rural Lands
Proclamation™, and Proclamation No.71 of 1975: “A Proclamation 1o Provide for Organiza-
tion and Comolidation of Peasant Associations.'
See Proclamation No.1M of 1978: “Coffee and Tea Development and Marketing Authority
E:uhlw Proclamation™; General Notice No.59 of 1978: “Ethiopian Coffee Marketing
Corporation Establishment Regulations™; and Proclamation No.138 of 1978: “Cooperative
Societies  Proclamation''.
The start of the implementation of the Coffee Improvement Project (with an estimated project
cost of 32 million Birr), The Coffee Processing Project and The Spraying Programmes Against
‘l':oln Berry mm;r&:re all nm.e:diu the CTDMA, Publication No.7, op.cit., pp, 1515
oc details, copies projects and programmes themselves are available with the Planning
and Programming Unit (CTDMA),
The price increases can be read from indices of the International Coffee Organization (1C0)
indicator  prices  reproduced below:

1CO Indicator Price Indices for Coffec

1964-6% 100
Coffee Unwashed Composite Index
Year ~ _ Arabicas (1968 Agreement)
1964-65 100 100
1970.71 110 117
19727} 149 150
197374 169 172
197576 290 97
197677 42 326
I'ﬂoﬂ‘ m ‘”

*Covers first 11 months only,

j Reports - '“' nming Unit (CTDMA), Coffee Staristics Handbook
daily, Complete Coffer C "b"“ increases are contained in the \hcll-t;mun
. L : - l
Street, NUY. 10008, an?m;_ George Gordon Paton & Co. Inc. (182 Fron

Eihiopia exports mainly unwashed Arabicas. The composite index is computed for
all cofiee taken a5 & whok, using the different coffee price quotations and

provided for by the 1CO in a 1968 agreement.
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§ International Coffee Organization (1CO), Erhiopia — Country Study No29, August 1967
{London),

2]

9, Nauonal Coffec Bourd (NCB), “Cost Formations for Ethiopian Coffee', Addis Ababa, 1964
(Stencil).

10, Teketel HMauriam, The Production, Marketing and Economic Impact of Coffee In Fih
An unpublished Ph.D. Thesis, Stanford University, 1973, e e,

11, Formerly called the National Coffee Board (NCB). See, for example, D.R.Kohli's note of
6 December 1976 on “Coffee Price Structure, November 1976 and December 1976™ (Stencil).

12, One feresula s about 17 kg.
13, National Coffec Board (NCB), Coffee Improvement Project, Addis Ababa, September 1975,

14 At the present time detailed information for an exercise of this sort is not available, However,
the problem is likely to ease if and when well-designed farm management studies are instituted
on a permanent  basis.

15 Planning and Programming Unit (CTDMA), Producers’ Prices of Coffee 196162 10 1976«
77, Addis Ababa, October 1977 (Typed).

16 A coffee year covers the period | October to 30 September.

17, See, for example, CTDMA, Coffee Statistics Hand-Book, 1961-62 1o 1975-76, Addis Ababa,
July 1977, Table E.8 on page 26.

18 Planning and Programming Unit (CTDMA), Producers® Prices of Coffee 196162 to 197677,
opeit., p 3.

19 See Asrat Teferry, “Seasonal Analysis of the Supply, Export and Prices for Ethiopian Green
Coffee Beans — Research Paper No.1"", National Coffee Board, May 1971 (Typed), pp4-6, 13.

20 1n 1976-77 cofiee production was estimated at 193020 tons (see CTDMA, Publication No.7,
op.cit.) and the number of coffee farmers were estimated by the CTDMA as 700,000 to one
million. Given these figures and producers price for 197677 in Table 1, we compute coffee
income for producers as 688.23 to 985.57 Birr per head per annum.

2. See International Coffee Organization (1C0), International Coffee Agreement 1976 (London).
2. Sutistical notes, mission reports, discussion papers on coffee plans of member “"-n mm e
the plans themselves were the important sources for the two publications qldh- s s
sources used in this study note some differences in the coverage of PM'?““ e
countries. For example, few countries are reported to include processing costs (whcllm_lﬂ
estimated 1o be marginal for non-Colombia Milds) in the computation of producet
For most countries, the price and cost services ae produced for some years only. Holy

else of significance is noted to prevent use of the income share: indices for cross-country Com-
parisons.

There are two possible measures (indicators) of Ethiopian coffee export prices. One, Ethiopisn

from coffee export value and volume figures, is reported in Table 1. Until moenll)'f_} e

coffee export taxation was based on the New York Price quotations for “Santos Ethiopun
The New York spot prices for Santos 4™ constitute another measure faded ol"m and

coffee export prices. Using these two possible measures of Ethiopian coffee export

the producer prices (reported in Table 1), the following results are obtained:

Ta 3‘970838 (t = 1568397, d} = :g{
fy 637966 (1 - 3.09982, df = ; : York
where r, Correlation coefficient between producer price (Birr per ton) .:.':d,;‘;;fn are

spot prices for “Santos 4'" (US.c/Ib). Note that the figures
1CO indicator prices. Since August 1977 the government f )
been based on these indices (and not on price quotations “nmhlicni".l
{See Legal Notice No.54 of 1977: “Surtax (Aﬂ\eﬂmm.}mm Hand-Book
All these price lists are available in CTDMA, Coffee Stat

Addis Ababa,
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1y = Correlation coeflicient between producer price and export price (also in Birr
ton) — both reported in Table 1,
df « Degrees of freedom (= No, of observations minus 2),
t = Computed t value (10 test the null hypothesis that the population parameter
p = O)
Both results are significantly different from zero (at the 0.01 level of wigmificance).
M. Government tax receipts from coffee include land taxes, agricultural income taxes, and taxes
and charges payable by middlemen, other traders, hullers, transporters, and exporters as
well as colfee warchouse owners. Measures (or estimates) of tax receipts from total coffee
activities (Le. from all these sources) are unavailable. However, it is possible to estimate from
value, price and volume figures for coffec exports and from coffee tax laws the levels of “coffee
export taxes'’ in past years. Equation systems for computing these are already provided in
Teshome Mulat, “The Revenue Effectiveness of the Ethiopian Coffee Export Taxation™,
Occasional Paper No.11, Department of Economics, Addis Ababa University, 1976 (Stencil)
The following series are obtained by these means:
!li—ll'!lllﬂ of Estimaies of
Colfee Export Coffee Export
Collee Year Tax Receipt Coffee Year Tax Receipts
e (Birr/ton) AL, ~ (Birr/1on)
1961-62 272 1970-71 414
1962-63 264 1971-72 412
1963-64 378 1972-73 694
1964-65 391 1973-74 788
1963-6¢ 335 1974-75 791
1966-67 319 197576 2017
1967-68 306 1976-77 6133
1968-69 4 1977-78 1454
1969-70 491
These series and the coffee producer prices (in Table 1) are correlated. (The figures for 1976-77
and 197778 are from CTDMA sources.) The computed r~0.84740 (15,5766, df 15)
The indications are that producer prices (i.e. what producers receive for their coffee) van
directly with coffee export taxation.
3. See ICO, w&h:.l;g. —;'{u- Report of the Executive Director, DF B 35 T0(E),
“y Domsinican Republic (Part I1), DF B 3/70E), June 1970, p.16.
=y Ecwador (Part 11), DF B 75/3(E), February 1971, p.20.
— m:shfl = Summary of the National Coffee Plan, DF B 66 T(E ), October
M. See ICO, Kewya (Part 1), DF B M4/ T(E), April 1970, pp.29-31.
3. WO, Vewezwela (Port 1), DF B 67/3(E), November 1970, p.16.
M. 1CO, Tege (Pert 11), DF B S0/NE), August 1970, pp.18-19,
W Sex, for example, 1CO, Burwndi (Part 1), DF B 77/70E). March 1971, pp.3-17.
~ Cameroon (Part 1), DF B 76/(E), March 1971, pp.22-23.
“ Rwands (Part 1), DF B $5/70(E), August 1970, p.21.
s Madapascar (Part 1), DF B 4970(E), August 1970, pp ), 20-21
M. 1CO, Mexikw (Port 11), DF B Y2/7E), December 1970, Pp.25-26,
M. 100, Consa Rica (Part 11), DF B NE), Apeil 1970, p.20.
12100 Upends (Port 111, DF B TWO0E), Apeil 1971, p.19,
1L W0, Tessanis (Pt ), 8277HE), Apeil 1971, p.24.
4

IO, indla (Perr 1), DF B NE), June 1970, pp.16-17,
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;(__,‘mﬂns the issues considered in the determination of minimum prices are international price
jevels, production and delivery costs, state policy, etc. Similar compulsory delivery schemes
are also contemplated in the Indonesian coffee plan, 1CO, Indonesia (Part 11), DF B 25/ 70(E),
May 1970, p 22

W 1CO, Brazil (Pary 11). DF B 30/7(E), May 1970, pp.43-45,

1110, Ivory Coast (Part [1), DF B 26/70(E), 1970, pp.18-19.

W See Decree No.28 of 1957: “The National Coffee Board Decree™, and Proclamation No.17%
of 1961 “The National Coffee Board Proclamation®.

W See Decree Nod4 of 1960: “Farm Workers' Cooperatives™ and Proclamation No.138 of
1978: “Cooperative Societics Proclamation™.

40 The National Coffee Board (NCB). Coffee Improvement Project, op.cit., Annex 6.

4. Ibid.

4 Proclamation No.134 of 1978: “Coffec and Tea Developrent and Marketing Authority
Establishment Proclamation™'.

41, Sec General Notice No.57 of 1978: “Ethiopian Coffee Marketing Corporation Establish-
ment  Regulations™.

4. Planning and Programming Unit (CTDMA), Producer Prices of Coffee 1961-62 1o 1976-77,
op.cit, p.l.

45 See Proclamution No.31 of 1975: “Public Ownership of Rural Lands Proclamation, and
Proclamation No.71 of 1975: “A Proclamation to Provide for the Organization and Con-
solidation of Peasant Associations'".

4. Proclamation No.l138 of 1978: “Cooperative Societies Proclamation™.

47 See Ministry of Agriculture and Settlement (EPID), Cooperative Development Report
(Periodic). This particular information is reported in the daily, The Ethiopian Herald, Vol.
XXXIV, No.923, Saturday, 9 September 1978,

45, See Planning and Programming Unit (CTDMA), “Production of Washed Coffee in Sidamo,
1977-78"", September 1978, pp.2-3, 5.

4. Sec the regular reports on this matter by the Cooperative Department of Ministry of Agricul-
ture and Settlement, EPID.

0. See, for example. G.S. Lombard, “An Interim Report on the Structure and Functioning of
the Ethiopian Sun-dried Coffee Marketing System Based on @ Study of Eight Selected Arcas
and a Sample of Coffee Exporters’, Addis Ababa, 1976 (Stencil). See also CTDMA, “Table 7:
Number of Coffee Market Functionaries by Type and Region®' (Source: Tenker — Structure
of Coffee Marketing in Ethiopia), D.R.K. atz 1-8-78. This source records a total of about
*oom perennial and seasonal dealers and brokers in 7 coffee-growing regions of the country.
No information is provided, however, on the coverage of these statistics.

The following results are computed from the data in Table 3:

" Zero - order Correlation Coeficient

Data d fps rPI L ~ 1‘5_

1965 Cross-Country data (n—19)  —0.5877 —0.5411 03623
(2.9948)* (2.6527)* (1.602¢)

1970 ¢ ross-country data (n- 19) —0.5538 —0.4006 041138
(2.7420)* (1.8027) (1,8724)

Pooled time series and cross-

“ectional 1965, 1970 (n—38) —0.5926 —0.4798 T
@43 2812 - (1.3219)

Pooled time series and cross-

sectional 1962, 1965, 1970 (n--46) —0.4887 —0.5894 -0.3604
—_— (3.7157)* (4.8398)* (2.5626)
Note: number of observations.
:rh correlation coefficient between producers’ and services' shares.
ne correlation coefficient between producers’ shares and the share of govern-
y ment  taxation. .
Bs Correlation coeflicient between the shares of government Lixes and services.

* indicates significance at the 0,01 level. The figures in brackets are ?o"“pu:‘d]
! statistics for the null hypothesis that the true population correlation (g
IS zero.
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whether or not the correlation coefficients remain stable as sample size changes.

- :-: o) i: for 1]’.5. Croxton and DJ. Cowden, Applicd General Stari u: .'
Lonsdon : Sir laac Paman & Lid., 2nd Printing 1956, pp.724.725.

___ Computed Values of (x 0)
Differences between 1] PE L
1a) Valwes of (1) for 1963 and 1970 ~0.144 0518 0.173
(b} Values of (r) for 1963 and pooled (1)
value (1962, 1965, 1970) —0 451 —{0.245% 0008 *
€) Values of (r) for 1970 and pooled (1)
value (1962, 1965, 1970) —0.308 —0.869 0.215%
* Difference not significant at the 0.01 level.

53, M we assume government tax shares (other than those receipts shown in footnote 24) 1o be
wivial in the computations of relative shares, and taking the estimates reported in Table 1,
the following distribution table can be constructed for Ethiopia:

Income Shares from Coffee Exports
(Percentage Distributions)
Share of Share of Government
Coffee Year Producers “Services™” Tax shares
1618 (3 pa =
196261 6l 3 16
[N 62 a 17
Tednt 64 18 18
196566 o6 17 17
1966.67 (2] 19 17
196768 67 17 16
196865 62 2 16
1965.70 68 12 20
e 62 19 19
197172 4 17 19
1972.13 N 11 28
I 45,
197576 % 5 2
197677 12 12 6
The following results are obtained the data in the Table above:
‘™o —0101) (1w g e 049669 (1. 21412%)
Pg =~ —0X1308 (1-522528)°
“.

A

Sce Legal Notice No.2IS of 1999: “The National Coffee Board Regulations™,
Legal Notice No.324 of 1966 “The National Coffee Board Regulations (Amendments)
Legal Notice No.441 of 1973; “Coffec Board ioms™'; and for retained regulations

Regulat
: Proclamation No | M of 197 "C:.'* and Tea Mmu“ and Marketing

:‘hm&whﬁmhmm ined. However, it 1s known that
are
o

very close 10 the farms surveyed, and the farmen
.:hmilmltbnbmulthormlouhm markets

_-ﬂzwhn::mnmm.rmnmwm-m assoviated

markets. Besides, farmers do not in general sell all their pro-
h'“?&“”““‘““%hmk that all economic advantages
anocated sales are lost. Perhaps the differentials may represent such costs. But

276 kg. per farmer (see footnote 20), these
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