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1. mis report was prepared as a backgronnd pa
miral P@tﬂlcpm nb Study (ARD3) cenductad by the Jevel

s
iovment Economics
spartment of the Horld Bank., The ARKS was promptad by the very substan-
tial inbtersst in tha Tasb and West Africa H,gmonaT OfTices of the Bank
finding ways of designing rural development projecis which, decsitc tha
iimited financial and manpoder rescurces aValldjlu for rural developnent
in Africa, will effectively “reachY large wumbers of low income rural
people., 1hirteen rural develo VPRENT Pro jec t) aid preograms Irem sub-Sanacon

Africa, repregsenting diversity in ¢Obut10 desipgn and “anarmutation,

et

wore selected fer analysis (see attached llat\. The raviews raised a
consistent set cof questions rega ”d*nv design, implementatlion and performance
of these projects and programs to provide the basis for a comparative
evaluation., Ths maln report on the Africa 2aral Development Study by

Uma lele

> ummarizes the lessont that can be learned from these projact
eviews.

LS

2. Each «f the Hac‘g”ound papars 1is based on existing information,
supplenen ed oy field inves ukgﬁylon With rare excnpbior , nnaddinicnal
11antﬁtﬁt ve da‘a were collected. B?Cahou the availability of data varied
widely beiwveen projects, there are substantial differences in the scop: of
the individu:sl project reviews,

3. Sirca mosi of ithe data were collected by other arenrAmq, the

TBRRD caﬂ 1ot atiest to the accuracy of the statlsilical Information which
appears L1 this report., The vieuws expressed in this report are those of

8 i
the guthu&(s awd do not necessarily represent the views of the IRRD,

el 41
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SUMMARY . RECOMMINDATIONS AND TRANSFZRABLE LUSSONS
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1. 11 an e fort to initiate and accelerete economlec growth and
development whare skilled manpower and capital are the liniting fscters,
Ethiopia hes adcpted an “3ntegrapnd rural develcpnent” Qtrategy in which
scarce rescurcas are to be concentrated within clesrly delined geograph-
ical areas in the form o? thack a&@" projacts, There psc<“&o projects,
of which C:DU, WADU and the MPP & are vhe [irst ones established, are
given suff:cient rescurces and sufficient autonony to: {1) increase
incomes of sma’.l farmers, (2) elicit their participation in the develop-
ment effor: ani (3) create possibilities for replizating the.olforis 2r.a
large scale by training Zthioplans. Tie review of CADU, ¥WADU and the
MPP nhas bern ¢oimcucted on the basis of these stated aims and cobjsetives.

de Several factors made a thorough comparabtive evaluation of the
three projucts Jifficulbt. First, the projects did not state their

ssumptions, limitations and progress indicators clearly and unambigou @ ly,
partly due to lack of sufficient information at the planning and prepara-
tion stage. fecend, having been in operation for different nwibers of
years, ther very conslderably in the amount of information they have docu-
nented. Third, =he qualily snd reliability of aveilable informstion differs
reflecting the quality of thelir plenning and evaluation units znd the
importance they attach to documentation of information (WADU is very pcor

in this respect). Fourth, they differ in ferms of certain characteristics
{geographic, socio-economic, ete.) of the areas they cover and in the

number anc intensities of their components. In spite of ithese problens,
however, ii wns possible to draw some lessons that cculd be useful in
suggesting improvements in the projects themselves and in the preparation

of similay wrojects elsewhere

J =

b

3. Devzicpment Components: CADU and WADU, which are known as compre-
nensive projects having a large number of components, are pilol projects
because one of their major fungticns is to develop innovations adapted to
their resjective project areas;(and hopefully to other areas as well)
through eperimentation. The APP, on the other nand, aimed at a wider
target group and, constrained by shortages in uralned manpower and Cinan-
clal resources, concentrates q& whe propagat4oq of a few proven innovations
tested by the comprehensive prijects. Tach MP area is plenned to gradually
become more comp.rehensive as more components are added into its package.
Another distinguishing feature between the projects is that only WADU under-~
takes a s=ttlement scheme,

1{ Chilalo sgricultural Develepment Unit, wolamo Asricultural
Develcpment Unit, and the Minimun Package ?“og an
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. Peenglon, credit andd marketing are fhe mosbt lmporitant coapo-
nents o w11 three orofocts althoupn the MPPIg markoting conponent has

not pein copesative durding L firse two ryears.  he ccenprehensive prolocts
alsao iiclude the Tollowing conmponents, bub with different intensitieg:
research, ru-al health, riral wabter supply, soll conservation, muyal veads,
women's ertensicn and staff btraining. 411 encoursge participation of thelr
target porul:tion in mexing decisions in the developnen? activiities prie-
marily by promoding the formatlon of cooperative socleties, It crder Lo
make compirison of the projiects! achlevements easier, cach of the key
compor :nt. w1l te analyzed separasely.

e fiesearch: Hesearch resulis of ths various outoput-i

technslog es are practically non-sxZstent in Zthior .a.  Ther

neceszary roc CADY and WADU to incorporate researcn as a naj

in their - ac<ages. CADU is well equipped, boil tatf and

and a¢ a -‘esalt has had signiflicant ach ne has

yielding ceed varieties (primarily whea 0

the

ned

logicel z nes of Chilalo. :

In addition,

farm inpl meats (harrews, plows, threshers, ebt:.), and high
bred cairy cows. WADU, on the cther nand, has -l Lien abl
some impraved maize varieties developed in ienya and has ju
sone rogeess in its livestock breeding program. Its majo
has been she shortage of starf and research facilibties.

d

6. ixtension: IExtension activiities primariily involve denmonsziration
ol seeds, fertilizers, pesticides, farm ilmplements and various culbural

praect:ces {such as raw planting, planting dates, etc.). CADU and the
use M ajor neens of

-
"

the farmers

rodel farmers'" and "demonstration plots" as the :
ducing their innovaticns. The idea wo let

is elect ore o the
membe’s W0, with constant advice from the extension agent, will try the
innovieticis on his farm with the hope that the ones wno a2lected him wil
earn Irca Iis experience. In addition, the extension agent runs his own
demonutrazicn plots near major roads, markets, and churches whers he is

able .o hola regular field days. WADU's demonstration strategy is to use

different rarmers! slots for different denonstrations, with rarmers Zor
diffeent demonstirations being; selected oy an elected '"group legder" and
the "lemeosstrators®. WADU's demonstratbtor perforas the same functions as

CADU ;5

o

ard the MPP's assistant extension agent. 3But he usually hac less

formal educetlon ne is required to have had an agricultural family bLzek-
grounv! end rhe is assigned to the comnmunaty he comes from, where he svoeaks
the luguage and understands the social values. i a different | .ra-
tegy than thet followed ©ty CADU and the MPP, in wnich assistanit extension
agents are sometimes assigned to areas whose lghguage they don't even ipes
T On the vasis of the number of farmers thab they have besn able
to reich, i.z., the number of Tarmers thait have been enabled Lo use the
new taxchrnologies introduced by the prolecis thenselves, CADU and HADH
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3iBU reacned atent 10,000 Tsrmers by 1972, which is abeve Lhe
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r that yeer., The AP was ab vo reach only about 5,000 far-
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dl he general setup of thelr credit prograns is
Zut CADU and the MPI thelr credit only in xind {

rm inpuis) whi o ;
additior, Credit e i
1265 then 20 ha. and tenants ¢
to all farmers culbivating less
aren 1s eli-ible for credit i
paynent (255 of the value of inputs taker on credit), two gu:
cne has to se the landlord if the borrvower is 4 tensnt, and a
agreamer t betw2en the landlord and the tensnt 17 the borrower is «
WADL recuires that a borrewsr oresent any two guarantors accepiable to
credit cereoning commititee (a farmer's committee). To further ensure
repaymer.ts, WALDU holds all farmers in a glven area responsible for all
the crecit itistributed in the area. CADU and the MPP have adopted this
policy recentl

i

ing less then 25 ha., and
nan 20 ha. Any farmer within
. noth CADU and the MPEP

G
p

. Botr in absolute terms and on a per farmer basis, more of the
irmproved famm inputs have been distributed in CADU because nors farmers
participated, the average cultivated area per participan’t is larger
and carefully selected and tested seed varieties sultaple to the area
were aviilable. with respect Lo the distrivution or the improved farn
inputs .mont ¢ifferent income cxasaas, CADU was able to improve the small
culsiva.ors! share by excluding fhe larger ones after its {irst two years
sxperience indicated that most of the inputs were taken by a small number
of nig landlords. tYevertheless, the relatively larze cultivators still
count rfor disproportionately larger quantities ol %he inputs -in all three
projects becavse inputs are distributed in direct proportion o area cul-
tivated (for example, a 20~ha. cultivator is eligibvle for 20 quintals each
of ZTertilizer and improved seeds and a l-ha. cult.vatcr Jor L auintal or
sach}. [Furthermore, the larger o'neeruLtwvauofs were Iound uO %av, 3
nigher rate oI participation in the credit pror“zm, primarily vecause thew
nave a dgher rate of adoptio cf the new tech qolo&;eu (see “pﬁe
for detiils on the adontzoﬂ pProcess).

tl
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o
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1/ Since the ultimate objective of the projectis! extension or@grams i

c L5
ko see what the new technologies Lnrey introduced are being ado
uv tre target pepu abtion, :wLy Zarmers wno are able o get these new

5
o
[o%
¢
o]
o)

] 3 nave peen
Rt + Tor the new Lechnolegio

echirologies on credic {ron tne projects are assun
; , because therc are no other sources |

starf, Since it has
Y chleve 1is planned farpeis
: a par ield stals is abous bthe
. . . o A A -
;U, 1lu and 100, respectively, and about 50 Jor the VpP¥
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ic. Yonayneny rates werse In all three b,
had 98% and 7' ¥ repayment rates ir iis Tirst two years. A the due
dste revavrant rates are declining in CACU, mainiy dus to lure 1o

enforce repayrents by taking defaulters to courd, it nas achievad an over-
all repaymeat rate orf about sOJ. In its first year, the PP had aboul il
of its losrs repaid within szix nonths after *ne due date. An inportant

"l t- o - 3

finding frcm “he analyses ol

LS

oo To b
b

e
roae farmers.

is that smell farmers are by no Aeans worse delauchrs “han larg

In fact, a la-ger proportion of the defauiters in whree nrojects was
found %o b thre larger farmers tecause they generally feel that they can
ret away W th unsettled debis Lnnarﬂed. Another intercesting finding way
that dcﬁn~1&y1ent requirements do nct necessarily ensure n~igher repayments
since toe | igaest rvyafmenvs were achieved by WADU where down ovaynent 13
reaudirsd. CLlring consumption loans does not lead to more defaulbts either,
as the exp rimce of WADU shows. On the other hand, there were clear indi-
cation: th..t the poorest segment of th *arvﬂt vopulation was nct able %o

£

not afford the regquired down paynmen!
lease clause in their inan apoli-

(‘r

participat: bacause elther they could
their 1 mdlords refused to sign the
cation: .

1. larketing: Although both atce”nt to ensurs fair prices for thelr
pari . pan:s' output CADU and WADU follow basicselly different markebing
ghravepies, CADU is forced to nandle onlj subsistence products, mainly

Iy £l

wheat ind 1ilk; whereas WADU haondles both cash crops (e
chilie:.) a1d subsistence crops. WADU conducts its marketing ¢ activities
along coop:retive lines where participating farmers are nade to bear the
costs ssccisted with marketing risks. This is accomplished by making
first nayra:nts amounting to only 60% of the anticipated sale price when

a larmer sibrdts his produce and a later second payrent if gains exceed
sellins ccsta, WADU was able to get good prices for coffee, primarily due
to the high quality of coffee it handled; but all vlhb r and nmost cereals
from Lie 1970./72 seasons are still in steck because prices have heen very
unfavorable, CADU's marketing strategy is to create competliion in grain
marketing that could lead to seasonal price stabilization by underitaxing

~J
a purchase and storage program. It was hoped that such a strategy would

raise nar esi-season prices ab the bime when nost Tarnmers sell their
produc2. [uw-ing its first four years, CADU tried to aohievp *}go vy
offering :ariers ©th30.50-Fth31.50 per quintal abov 5

xet pricer, ~ul price stabilization was never acnle"ﬁd g G‘ U h “d}ea
only a smell proportlion of the marketable surplus of th e

more, since the operating costs were larger than the dil e

its buying and selling price, the marketing division incurred sub“b&nunal
losses.,

tJ
:’3
ri :

.

12, for the 1971/72 season CADY decided to forscast the average
n

price of wheat for the year and purchased grains by vaying larmers the
forecasted price less sellins costs. However, the forecasted nrice was
naver reali?ai, p;huhrl‘V'a'ﬂ to unanticipated imports of wheal by ithe
mthiorian Gra COTDO“& ion which derressed wheat nrices nationally. “or
the 1972/73 3 1% dLCl ei 5 let the farmers ps in bearin-
some ¢f the xarhetwng risiz by offering them $0. local marbet


http:G'Z"3.in
http:th:~).50-Eth$1.50
http:findi.nG

S e P

price s a Iirsht paymens, wilh a oronlse va
made.  Unlortanately most ol Lhe Jarmers 1
CADU a¢ thy fellt thal ther wore being trea:eﬁ unfaveorably, oy
revert to .ts original strabtary of meking 100% vayment ab the b
chase ¢nd o near all risis nvolved with uwnsnticirated prico d

3owern

duce to
cing 12 bo
ime ol pur-
rops.

fic p on ¢ e : : £ respecti by
thet they wre nobt adble to inrluence prices (for exarplz, CADU handles only
about ©7 o the tohal marketable wheat surolus in Chilalod. Sacond, they
can't offe:tively cormese with private traders because their selling cosis
at atont Finsd per gquintal or more, arse much higher than the selling costs
of an werige trader, at about thQB per quintal or less.1/
1. Other Programs: UWith respect to the activities that are not
direct.y releted to raising agriculiural outpub, CADU has been prog ”oQ“ing
satisrwchorily. r Cetober 1972, 1t had trained 200 assistant extensio
agents, 3% women extension agents and 88 trade center foremen: Cne of the
vomen xbeision agents was traired for the MPP. An evaluation ol bne entire
wonen's exifer sion prozran was being planned in {ctober 1972. Zut in the view
of the heed of the uxthension and Treining Department, it is difficul® %o assa~s
wrnat Lhe iaprct of the entire yoren's progran has Zeen. The main oblective
of the prezrim 15 to educate women on better *cbd better health, child cars

d Taaily planning. With respect to rural water supply, CADU has undertaker
extens.ve sw-veys on ground and ourfzce watur sourceas and has prepared a mas. .
slan Torr water developnent in the project area, Its rural health progranm has
teen iiterra.ed with the provinclal health services depariment since 1971 bie-
ceuse ‘L was felt that the health Ffacilitles could be used fully. 5 eeder-
roed program has just started, but 155 kns are expected to be compleved by
1975, It is using both labor-intensive end capital-intensive methoeds in an
ef’fort Lo devermine the test way of bullding rural roads.
15. 4A0U's major achievement has been in the area of soll conservaiior
where abovt 130 Wms of contour bterraces have been conpleted in the hishlands
(using mo: tlr local voluntary 1sbor) to protect some ?OQ ha. of land {roa
erosicn. Thi road-builal r3 program has progressed at a slower nace than
planned. OCnly about 180 zms of minor roads and tracks, 1alf ot which involwe
only rainvenance of old tracks, have been completed in two and ong hall years.
According to the projfect's proposal, 375 ¥ms of new roads were nlanned for
completion in four years. Iittle or no progress has been made on rural health,
rural waler supply, consolidation of noldings in the highlands and reduction
in the nurber gf livestock. The home economics program has just @tarted,

. -

16. Staffing: It is too early to make any value judgments about the
“PP, tut CADY seens to have gradually gathered well trained and highly noti-
vated “thioplan stall wnose working relations with their e )atr~“bn co unner-
parts have progressed smocthly. fhis snouid te atiribubed o
Jobz that CAJJ provides and the aquality of leadaershin at all les
V4 Appondix ¥


http:progre.ss
http:cx:.ens'.ve
http:1.gric"'.ll

prelfeci. Cesn Drogréssin:
. N » 4 N L oY
satislac from abeut hO (1:
3 ISy
in l/uu
¢ S 3 DA R P Fre PR
17, In contrast, wAlU has bteen facing some nmelor administrative

problens. AL the oubsctl, 1% irficulties niring both ~<;aUL;ate and

Zthiopian nigh-level stall. woly Zour of nine oxpatriete stafl posts were
filled wien the project siarted, thuee of which stayed open unbtil the project
had besn i oseratbtlion r oalmost v~ yesrs. [t had problems retaining
Etrnioplan ilgk I, which not only jeopc - ldzed its Ethi oowaa*"k Lion
progran bu  also xepit several key pests vacant. U'G” a pericd of two and <
half ycars 17 Bbthioplan nigh-lievel stall have left WADU. Variocus reasons
have been dir@:n for such a high turnover, some 20 wnich are: lack of a
trainir g c mponent for Fthioplan nigh-level starll, ﬁistl”ce of the project
area fiom @jor urban centers, inqonpetence o some ol

unbalar ced salary structure and unfair recruitment procedures

e

/€'J

15. iccal Participation: In order to prepare farmers Lo
involved i:, and eventually bte responsible {or, taking decision
events and activities beyond thelr own farm boundsaxries, and in. ; >
projec .5 to have long-lasting success, all three projects have prograns de-
signed to 2liclt participation of the target population and local autherities
in tne development effort. Partic1pablon of the target population is to be
promotid primarily by establishing viable cooperative societies and that of
local jroverament suthorities and officilals by asking them to be nmembers of
ccamit ees that will be involved in making important decisions.

19, in general, the cooperative developmeni programs are at an early
stage, particularly in the MPP. CADU's efforts, though very limilted, have
been uisucce:siul because its credii and marketing activities were not ade-~
quatel 7 irtegrated with its cooperative development program. Since it was
providing {ree credit and marketing and marketing services throuzh trade
centers wrile at the same time trying to establish sell-sufficient coopera-
tive zncletivs, farmers were reluctant vo join cooperatives where they had
to incar some costs. CADU has recently been planning fo adopt a policy whers
credit and marketing services through trade centers will be terminated in s
ziven area 17 a primary cooperative scciety is not established in the area
within fhrae yzars. '

20. WiDU has made good progress towards the establishment ol viabie
cooperatives ‘because its credit and markebting activities have been operatin
along coorerative lines from the outset., DBesides, the Wolamo people seen

to accept tng concept of self-nelp very readily since they are faniliar wizh
variovs tradilional group activities., However, the cooperative progran ha

as
been righly subsidized so far since salaries and other expenses of WADU stel?
are nct charged to the group marketing organizations. It should be noted,
however, that farmers in Yelamo have shown more receptivity and ccooperation
compared Lo farmers in Chilalo aven through WADU is poorly orpanized and
adnini stered compared to CADU., Part of the explanation 1s of course that
WADU ras heen golng out of i%s way to nake consumpiion loans to Tarmers ot
& vtime wheiin Lhey need then badly,
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if Eshdoplan staff, land and the remaining balance of th sts.
WADU Fhase 1 costs {(1989/70-1973/7h) are estimated ab about Iih3ll.7 million
of wihich 6Y.5% is to be {inanced by credit from IDA, 4.33 by technical
assistance fror UK, 2.5%5 by the World Food Progran and 23.35 by Sthiopian
goveranenrt contributions., The tobal cost Tor the !IPP over a gix-year period
(1970/71-1975/76) is estinated at abcut ©thi70 ion. Technical assistanc
Tron 3100 and (AQ and Fthiopian peveimment contributlons will cover bthe fivs
three years' ccsts. The 1973/7h - 1975/76 pericd costs, estlmated at abow
Sth3Ch mollian, are expected to be financed by credit from IDA {(8L7), fechni
cal assi:tan:e Srom 3IDA ($5), Sthioonis meni ributions (75) and
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23. T1e cost
because, ancayg

erfort th overcome this shortceenin c0Ss
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otner things, they have been categorizod

W a >
fertiliz h improved seed varicetics. Although ihe esii-
nates w how some interesting relationshins. In all
cases, oo tosts per farmer reached and cosis per hectare, developed were
relative.y highter at the beginning due to a lower rate of Sarmer parsici-
pation and bacauge very high cozt® were incurred on infrast Caci
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ities. loth costs per farmer and per hectare declined
tine as “he number of participants i t
per farmer (srude as they are) were gradually declining %o about th
level Tor all three projects sven though SR r
tensity of fhelr components, act
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graduall;s vecormirs lower
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j he eceonornlc moact
omes ¢f pirticipating farmers ,
tare due .o improved sseds and fertilic

have incieas:d from aboub 10 guintals/ha.
C

in CADU, froa edout 10 quintals/ha. o abou in
WADU and froa cbout 7 quintals/ha. to about 15 quintais/ug. for Seff in WP
areas (]”, 52, 39). The net *Pvnnves per hectare -rcn UOLn, 1mprnved.:nedg”
and fert lizar nave been estinated af ZEh3120 ) 5 Fih

in the h; hlands and Zth3200 in se t;erent” Tor WATE [ h ral income
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of farme- ticipating in CAUU's progranm has beer “iinil’ w aboub U
per year and that for Chilalo as a whole at atout 104 ner year (29), com-
pared to only 2.1%5 ver yesr for Ethiopia's rural sechor as a whole (L7).
26, Tne impact of the projects with respect to the distribution of
ircome siould be viewed from abt least three difWerent angles: ithe distri-
bution bitwesn tenants and landlords, tebtween larre and small culbtivators
and amon; geograpnlce regions. Distritution of the in tal i

sulting ‘rorm the new technologies introduced by i

and landlores has peen skewed in favor of the lar

large percertepre of all borrowers, probably because y were Ias
(2) son: tenants were displeced by machines (e.g., in CADU) and (3 :
been a sailt of share-rent agreements from cone-third to one-nalf in favor of
landlords due %o increased demand Tor land by large contract farrmers
duced bargaining positions of tenants (29).

ords o
ressons: (1. landowners were generally found to consbitubte a disore
+ +
e o

27. With respect to the distribution of income nebtween small-zcale
and large-scal: cultivators, nost of *he incremental income has gone into
the hands o tie bilg cultivators because they are ‘dis pzooort~uu cely ﬁMipv
users of “he iaputs, since the aﬁou“f of i i

proportisnal to the area a borroler cul
the net, revenues per hectare frox the

i RN SR T T W S A
Lo be Sthed?d Ter

oAl

farmers using their own machi noig and T nSLﬁ“ renind

3 F B [N P M . !
nachinery, O“warﬂd to Eth3125 fBr nc r ere 13 o
information on nachinery use. Zubt inasmuch as the la are the
nest lirely users ol medern nachinery, thelr denofits per hechars are also
ver s lirely to be higher.
2. Jesional income diszparizies widenod ag She vesult oo e
inncvations Introduced by Lne projecis. Lobhree mrolaects nave cancen-
trated their antivities upen “re meost accessibls and momw farbile araas
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Bu* by virzue of the fact
inla, thase areas must alrezdy
, therafore, disparities in
scts and those that remain un-

income bobWann wreas reaches
touched rsre gidened,

penefits or sp'a- off efracss of any of the projents. 4uwo:er, intarviaws
with SADU stxff, local officials and farmers i Chilalo indicated that ¢
nunber of children going to school, demand for schools, roads and ot
publiz services and the number of co:rvga,ed roofs have increased sin
the inception of CADU.

2cts: ¥o sbtudy has so fir baen made on indirect

30, Diring 1559 and 1970 alone an estimated 30C to 550 tenan
families are belleved to have been evizted in the ZADU project area alone
due to expan 'ed mechanization (29). It is difficult to conclude that the
expansiocr of mechanization in Chilale is 2 direct consequence o7 CADT singe
the exparsior his occurred throughout the notion and since CAT abelishied iits
tractor rant:l services aftar the first two years. It could, however, to
hypothesized thit CADU's effective demonstration of the profitability of
agriculture could hava had a considerable impact not only in ¢hilalo but-

throughout tre ountry.

3. The ‘nterviews also indicaied that {ood consumption in general
has increased asd that farmers are now buying more luxury items, such as
clothies and shoas. It should be pointad out, howsver, that the establish-
ment of cash market outlets for milk in the ZADU prolect area has reduced
milk conspaption (2 wajor supplier of basic nutrients) by the producing
family, virticu arly the children.

2. Cencrusion: On the bhasis of the high initial growth rate
achiaved wairly as the result of a rather rapid adootion of improved
seeds and fertilizer by farmers, the Ethiopian package projects could e
genarally regarded as successful models for small farmer development in
Fthiopia. But .t is yeb difficult 5o predict what the long-term achicve-
ments Wwill be, bLecausa it remains o ba seen 1f ths r=latively high rates

of adoptim of the new technologles will prevail. Besidaa, not much pro-

gress has been nmade in vromoting loenl participatlon, ant ejiaciting
partizipabion of the peasantry and local governments is deemed escentia]
for long-terr aud sustained growth. Yevartheless, valuable lessens in

R
1

hignland gricultural develcorent have een learned. Above all,

m’ e v 1 (235
of the ZBtilorian farmer as change-resistant has beefh dispelled.

2
Racommencations iy
33. (a) As pilot projects, the Zthiopian package projects should
nrovide 1aluable le essons Sor ‘orw1l ing and designing future projects
through 2zcuratz documentatisn of dat allb Therefore, =ach proiec* should

have 2 praperly orzanized and adequately staffed planning and evaluation
unit that is able to monitor the projects' progress and to assess its
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s7arall impacy. Thero should also bhe an ondependent evaluatlon unis chas
noerdinatas the activitias of the difleren’ projects and that follows up
orogress naade by wach project i}

N

, tae projsct's adnerente Lo
2 2

o
‘ S PR
the extent o target fulfillment, rasource utilization,

-

(v} Insofar a3 onn of the projects' objectives 1s to reach as
many farmecs as possibla, given -he capiial and skilled wmanpower constrain:c,
trive at reducing cosis per Tarmer raached or per hectare de-
o
L

they shou'd ¢
valoped, hil

[¢]

naintaining 2907iziency above 3 specifiad minimum level,

(¢)  Analyses of the axperlences of the three package projects

¥t

Rava showt that agricultural extension, credit and marketing ought to be
intezral cmponents of any package progzrac designed for agrisultural develop-
nent wher: lrstitutional credit and modern marketing facilitiss are lacking.
T be verrs “sarive, the various sections responsible for these acitivities
should be ¢« ... integrated and probably put under the same division, i

order to + 1 oaflicts of intereest in their activities,

[ A3 long as improved income distribution remains 2 maior
objectivs of the projects, the security requirements for credit should not
axclude tie prorest segment of the target populetion. T& not completely
eliminatel, cown paymen®s should be made to increass progressively, both
ovter incoae ~lars and over time., For =zxample, the lowest income class
may pay 1o dcsm payment the first year, 10% in the second year, 15% the
third yea’, etc.

(et To maintain the rather high repayment rates the projects
have been ablz to attain so far, more stricter repayment enforcement
measures should be taken. Iocal governments should fully cooperats with
the projects in taking defaulters to court. In addition, it is at least
worthwhily trying WADU's system of providing credit for consumption pur-
pose righ. before harvest in order to stop the inevitabls borrowing by
fartierz f om local traders and money-lenders at exorbitantly high interest
rates.

{(f) Dedication and motivation »f extonsion workers znd other
gtaff is very essential for the success of the projects. It 4is therefore
important tha: the projects have means of rewarding their staff (finan-
cially and/or through further training) on the basis of some measure of
per formance in crder to maintain a high level of motivation.

(g} Too much is being expected of coop%ratiVes too soon. ‘shere
the majority of farmers are illiterate and subsistence-oriented, it is
“difficult for cooperative societies to successfully undertake markating
?operationr and make sufficient profits to be able Lo compete with private

traders. Withou' government subsidy, cooperatives do not have sufficient
resources to survive a season of poor crops or a season of wWeak markets.
furthermore, the cooperative members are not fully aware of the loyalty
their cooreratives sociaties need from themn.

(17 Thus, instead of totally relying on cooperatives, the
projacts rchould simultaneously atitempt to improve tha vrivate marketing
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gystem. The attack on mar keting problems should include laprcvement of
infrastrustures such as rural roads and storage and enforcament of standard
walgnts and measures. Tt should also oo realizad that the private sectlor
can do & tebter Job only 17 it gets access to sulficient coredit and techni-
cal assistance, For example, the Sthioplan Grain Corporation could be re-
organized under a highly skilled management and [insncially enadled
urdertake an effective zrain purchase &

and sale program in ord;r to minimize
seasonal price fluctuations. It could further improve the performance
of the private marketing ssctor by leasing its storage P%?l]ftle” ta
farmers, zooperatives and small 4raders. In general, iis aciivities could
provide ensugh competition fto large marchants and con*a~ue1*lj strengthen
the position of retailers and small traders. In addition, the orivate
marketing sector could be given access to credlt from the cosmevrcial banks
or the AIL Bark to finmance inventory, working capital, transportation and
storapge fa:ilitins.

(1" ‘The aventual success of projects like the Fthiopian package
projects, started with a considerable amount of external teuhnical and finan-

cial assiszance, i3 in jeopardy if plans are not made from the baginning and
given timely Implementation, so that the projects becomo z2lf{-sufficient and
continue %5 progress undisturbed after assistance is withdrawn. This necessi-
tates a carefully planned phasing-out program where the level of assistance

is designel tc decline gradually 3nstead of being withdrawm abruptly.

(3. Une of the reason3 no great headway has been made by any
of the projects sith respect to eliciting local participation is that the
essential instltutional reforms that would have favored the projscits’ planned
cooparation with local adminlstratior have not materialized as envisaged
during project preparation due to political inaction on the part of the
Ethiopian ;overnment. Thersfore, when launching similar development pro-
jects in the fature, it is advisable to make sure that development-oriented
local gove nment officials are brought to the area.

(k) 1The effects of the new technologies introduced by the pro-
jects were hearily dependent on the institutional framework in which they
operated. For example, tenant eviction was partly caused by tha new tech-
nologies ac thiy attracted mechanization by making agriculture profitable,
bacause lerndlord-tenant relations are highly blased in favor of landlords
who can teiminite lease agreements at will. Similarly, the new technolo-
gies tended to Turther concentrate incomes in the hands of a few vecause
existing irstitutional arrangements do not provide equal access to all
production inputs (including land) for all potential users. Thus, since
technological effects are greatly determined by specific institutional
configurations, alteration of institutions would permit ditferent effsRis
With respect to land *tenure, for example, any land reform measure tha% at
least abolishes the share-cropping system in favor of fixed rent tenancy
and enforces writien long-term lease agreements, tenan®t compensation Tor
improvements made and proportional sharing of production costs bebtunen
landlord arzd tenant would lead to a relatively more equitable distribution
of benefits generated by the new technologies betwsen landlord and tenant.

AT I
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Transfersble Iessons Irom the Proiects

’s
i

k. The operation of 2ADU, WiDU and the MPP provide 1 number of
tranafar.ble lessons Jor the desiign and implementation of rural develonment
projacts.

(1)  The operation of ZaDY shows that a successful pilot project
should iwlude a research division to develop appropriate seeds and tools
which czt then be provagated over the country. Bu® {or the technology o

oenefit the pocrer sections of the population, orover attentlion should be
given to the prevailling social conditions. Otherwise improved technology
may lead to eviction of tenants, landlessness and unermloyment. The pilot
project :an al:o be used to *133& axtension staff.

{3) The projects show the naecessity of having a well-trained
sxtensic: stafy’ in order to transmit the techniques. Dut in order i{o prop-
erly motivata ‘he extension staff there should be an incertive system ao
that prowotiosn: and s=lary increases are predicatea upen sunmae achiavement
index.

(z) The intensity of the extension services, however, increases
staff rejuiraments and pushes up the costs of reaching farmers. Thus, given
the skilled manpowsr and financial constraints, it should be difficult %o
extend tie system over the entire country. Ways to reduce the costs have to
be studi:d and implemented if we are to have rural development projects which
are to r@:ach the mass of the rural poor.

(1) The large costs and the manpower requirements of the inte-
grated s:hemes might restrict the projects to only sowme areas of the country
Though tiis mirht be acceptable ror a pilet project, it raises the questions
of regioial zquity because only some people benefit. CADU and WADU show thal
the bene’its are substantial but that these are not taxed, so that there is
no increise in the ability of the govermnment to carry out similar projects
in other parts of the country. So it i3 essential to devise ways to tax the
increased incomes. ’

13

(e) The provision of gerwices like credit and marketing should
be under .aken after examining how essential these are to the overall project
and how :hey can best be provided. Ths example of both CADU and WaDU show
how difficult it i3 to operate a successful marketing unit cheaply fwhen the
project mnit supplies only a small part of the marketable surplus of the
region and has ro voice in devising ‘the grain policy for the rngioﬁ The
project «xperier®e also shows that it might be difficult to modi fyethe mar -
keting sotup onde it has been initiated, as the participating farmers may
then fee” that they are being unfzirly treated. The marketing experience
shows that it might be more efficient to use the existing private marketing
gystem by imoroving its operation through construction of infrasiructure
for tranmiporsation and storage and provision of market information.

(£) In the provision of credit the two important problems ara
providing fasilities to all section* of the population and ensuring repay-
ment  of the credif.  Bubt thesze Lwo oblectives may be

incomnatible, T o bhe
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design of projscis, assurance of repay:
providing credit only to the credit-worthy, and credi
by the apility of the recipient o provide sescurity a
down paynent. 3Bubt ths poor2s sections of the population are unadle %o
provide the sscurity or raise the down payment. The axperience of CADU shows
that such requirements do prevent the participalicn of the pcorer sections,
and the operation of WADYU shows that down paymant reguirements are no?l
necassary for o high repayment rate. The provision of conswmption loans by
not preempting the farmer’'s income 7or repayment of high interest loans alao
seemg to lead to a bedter repayment performance. The use of lozal committees
for judeing cradit worthiness of farmers is more satisfactory as they are

in a bether position to judge the farming capacitles of the individ .al, which
might be a betier guarantse of repayment than financial ability, parcicularly
a3 it is often the richer farmers who default on their loans. The group
approach has alsoc been extended to repayment in the case of WADU. The entire
village ir conaider >d responsible for credit repayment. Such groun anprossues
might be mads nore efficlent particularly by mobilizing the available losal
talent aid couw’d redu‘e the costs of such projects.

jo N
{2
[#]
6]
o1
o

(g) Local participation in administration is often sought by
establising cooperatives. tut the operation of cooperatives is very oft:n

not succ:gsful where farmers are illiterate and there is a lack of experiesnce
with demieratic institutions and group decision-making.

(n) The experiences of CADU and WADU, how~ver, show how essential
it is to train lczal administrators to take over once the expatriates lsave,
if the projects are to be self-sustaining. For this training it is essenti:l
that the local administrators work in the project f{rom ths hegi.nning and
graduallr tace over the duties. The mrojects also show the difficulties of
Wworking ~vith the local government administration and the nscessity of insti-
tuting rogular procedures to be able to cooperate with it

Toly &7
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1. ynckrga programs s part of the
"Afrisa Wwiich ds desizrned 4o analyze 2
nunber » 2l n Africa, with 2 view to exanining
their imwliCszons fcr future Hor*u Sa;k Troup overations.  The overzll
oblecitive of the ARDS is to identily, evaluaie and descrilte the essential
componern»s a1d characteristics as well as the phasing of projecis and pro-
Zrams deaignad o affect the quality of 1ife of liarge numbers of uveople
within a reasorably short time

2. Tie study is planned to procsed in three phases, Fhase T of

wiich has been estricted to a review of selescted projects and of the les-
sons to e dravn from them. In order to reflect a variety of experiences
and to explece as many as pogsible of the major elements belisved to be

significint in promoting the goals orf ruwral development, the study emwaine - -
passes Saveril Bank and non-Rank projects in several Alricd.a countries

south of the Szhara.

3. Eased on differences in thn study approach, the reviews have

been catagorliced as substantive and partial. The partial reviews include
projects that have alresdy been evaluated extensively or projects
too new .0 present enough material for a comprehensive evaluvation.
sunstant.ve reviews, which include the Zthiopian package wrograms, ~
project has 2eep carefully seiected 30 as to illumirate a particular and
importan: arosrcach to rural development, It is hoped to draw lessons abou*
tha poss . bilify of transferring successful experiences elsewhere, as long
ag the siccess of the projects being reviewed depends on the approach and
not on a unijue environment within which they operate.

L. Tae purpose of the substantive reviews is therefore to assess “he
size and distribution of benefits from the projects, the breadth of partici-
pation o the different socio-economic classes in the projects and the role
of instiutions in the performance of the projects. Tach review has to iden-
tify the factors responsible for the economic benefit and for the degree of
participation. On the basis of the raviews, it is hoped to dr:w lessons

as to hov best to design projects in given circumstances to meet zertain
oriteria of rural development, involving economic benefits and a broad
degree 0. participation.

5. In line with the overall-objectives of Fhase I of the ARDS, a
comparative review of Chilalo Agricgltural Development Unit (CADUJ, Wolamo
Agricultiral Development Unit (WADU) and the Minimum Package Program (MPP)
follows. This review compares the packages with respect to their components
and the ilegree of intensity of the components in terms of their contribution
to the inprovenent of the living conditicons of the rural population . The
study is basad on secondary sources of information in “he fo.? of published

wae b2
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nd unrublishad dosumentis zvallable within the

Reconsiruction and Development (133D}, ovrolsct

ferent nrofects, research suations and other Bi

Tiald +isit3 were conducisl Tor discussions witl

farmerz, and iiscussions were held with persons

and avalua~ion of the preiacsts for additional in

L. THQLUTICH €W THE PACEACE PRCORAMS

5. jpcause the Wihiocpian ecznomy is predominantly dependent on
agricul wre, cevelopmant strategies and policiss have been giving priority
to the rode nization and expanf}on of agricultural output to maximize the

I3

soceonomic growth of the nation.:/ Mest of the development plans stressed
developrient of peasant agriculture because less than 5% of the teotal agri-
cultural. ou-put comes from the ccmmercial farming sector (52). However,
welfare considerations such as improvement in the distribution of income
and crectiol of employment were only viewed as desirable cuticomitants of
the developient policies, and they were naver incorpornted as major policy
objectives.

7. Agricultural develiopment programs vroposed in the aarlier (ive-
year pl:ns ~mphasized large-scale commercial farming as the major mesns of
growth in output. They implicitly assumed that the most efficient means to
more rayid rrowth was through the use of capital-intensive technigues intre-
duced by cormercially oriented farmers. This view was corroborated by the
ineffectiveiess of efforts to develop peasant agriculture by means of isolanzd
lines of at-ack, without prcoper coordination. Agricultural research institu-
tions without idequate seed multiplication and disiribution facilities,
availability of improved sseds and fertilizers withoub provision of credit
and organization of marketing facilities without Improving the neans of
preduction, transportation and communication have proven to have no sig-
nificant impact on the econcmy. This result led many assistance agencies
such as the Food and Agriculiure Organizaticen (FAQ), IBRD, and the United

tates Azency for Internationzl Development (USAID) to suggest that Zthiopia
adopt the package approach by concentrating its efforis on more promising
regions, if it were to meet even the need for the bare necessities of *he
overwhelning majority of its population, which is engaged in small-scale
farming.

Brolutioy of CADU

|h v

8. The Ethiopian Government<did not make any firm decision on the
suggestin made by the assistance a®encies. However, it showed considerable
interest in idvancing the suggestion further. This willingness to trv the
package nethnd on the part of the Ethiopian Government encouraged the Swedish
Government to act favorably on Zthiopia's r
because Uwedoen itself was interested in Sry

BEGRNLC4

agquest for agricultural assisiance
ing the method as 2 means of

providing development assistance to Less Developed Zountries (LDSs).  Such

the country!'s

1/ The arricultiural sector erploys about OC% of tl
é

o] la
accounis for over 0
export earnings.


http:thiopia.fs
http:pack1.ge
http:isola~.2d

murtuall
a tenam
£

*oa

or

o

g,

tries
ind:

conclu

shonld
should
vations oo
avallable
be able to

10.
vestig
for a
ment

L
0

io.
OLH

=y of
‘-)v v'ma
*eglonzl

'a) e i
ced iho
nrobab.y na

ey
(U1

w
AR

3

R

sxperimentally develcped in the a
0 farmers on creciit at res Jcnaale

sell their

On the basis

g, the Swed

previous
milla in
‘atn11vd

“cts of 1ry developmental &CulJlty in iso
©owicant.

-

s
e

QOVQ‘”W%

=

aws ol severa. projects i
desh and tensive A
igation of plan cond

the Int
s
SO

Ln')’

“V‘"}

HO4 1L

Tha
a basis for
these innovaiions.

team founa

Aa

hey

a

o

roduce at

of the conclusions derived from th
ish and Zthioplan governments agreed

and the f

‘“e formation of

T the possibilitiag

ari

Iolon

mers
nly should the
should be made
ers shoul

$ued

AT

PRS- SN

in-
arei

@ preliminary
Lo choose an

ragional developnent project where esse ntlal elenents of devalrn-

wauld be applied ir an intensively integrated paclage approach.

The

Swedish projest preparation team indicated its preference for Chilalo Awraja

in Aruszi [rovince mainly because 1v seemed best suited to Swedish experiencs
the maia potential of the area was in grains, Lleld crons and animal pro-

duction.

"“he Ethiopia

n Government accepted the team's pre

ference for Thilalo.

The Swelish Interrational Development Assovlaumon (SIDA) submitted the general

project outline in October 1949,

ment, with

was submittad in June 1967, and an agreement between the Swedish and
pian gor/ernmonts was signed on Saptembar 8, 1957,
program undar the namg of
and the second agreement,

feir modific

ations, in March 1967. A detailed p
to imple
"CADU", The [irst agreement cov
«winich ends in 1975, covers five

and 1t was acnepteu Ly the

Zthiopian Govern-
roject proposal
Kthic-
mant the propesed
ered three yaurs,
years. But it

I

WAS

origina.ly envisioned that, if successful, the prolect might have a continued

1life of up

Zvolutien of

Lo

wWADU

11,

the Wolamo

1ished in Anril 1970.

of areacs
plan, it
mental ia

thirteen

JEars.

Agricultural Development 'hit was ef
Although Wolamo Awraja was high in

Wolamo Awraja, one o

“fectively estab-
the priority list

selected for package programs as envisicned in the third five-year
Wwa.: the strong personality of the Awrajia Governor that was instru-
tne astablishment of WADU.

f the most densely

populated areas in the nation and part of a large homogenous region that

needed improvenent in its agricultural activitisas

area wher
impact.
consider:

It was
ticn by the International

s, was bhel

ieved to be an

any rural research and development pregram weuld have maximunm

felt te have the most suitable agricultyral vroject for
Development dgency (IDA), mainly becsu

the local administration was ready to support the project wholohe artedly 3nd
the area population was interested in the development effort. 1/
4
j/ This sagpests thal local interest in ithe oroiectis 15 greater in the
te o’ L ADU than in that »f CADU. 4 detailed explanation is given
on the section of local participation.
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10, Tva mora than (wWo years, was
deone by ar ao{ Trom the Permanent Mission
in Tast Afric. and the FAO/I3RD ~copera-
tive progranm. 'tpﬁov to finance agricultural
davelopmer © 1:. icult to formulate and pre-
pare the 1->j <% because of the state of the instiitutional

and adm;niscrzti;e structure for devolopment in Bthiopia. The
Sredit Agraem nt between IDA and Eznloplan Government that would cover
the first 3i:~y ir phase of WADU was signed on HNovember 25, 1959, but did

not become of ec:ive until April 30, 1570,

Tvolution 2f -~he MPP .

Sver thacugh the CADU and WADU type of projectis, which are Xnown as
,oujrehpp,iv‘” yrojects with heir many-faceted development apopreach ap-

plied to 1limited areas, are an essential part of the development proces
they are £o0o cos.ly in terms of finance and trained manpower. for thl: TP&SOW,
the conceph of the "minimum packaga" was developed. It ilmplias corcentration
of gfforts on a 'sW proven imnovations (guch as fertilizer and imrrovad seed
variasties) in additien to a suparvised credit program. Within the constrints
of availab.e minrvower and financial resources, the MPD aims to benefit as wany
peasant farmers as possible over large ar=a3g, ewploging methods and innovations
developed ind tested in thes comprehensive proajects, Thus, CADU and WADU act
15 pathfinders fovr the MPP in that they devslop and test new extension tech-
niques and inroveilons to be distributed in tha MPP areas.

. n crder t administer 3 nation-wide extension program using
minimum packagse approach ag well as to supervise and ccovrdinate the compr
hensive prwjects, the Extension and Project Implementation Department (%P
was establ.shel in 1971 with the assistance of SIDA (LO).1/ The mut >
Division o' EFID operates the MFP in areas selected for intensified extension
activities on the basisg of availability of tested innovations suitable for

the area; {avorable demand prospects for products that can be greoun in the
area; impoeritance of small-scale farming in the area; accessibility a7 small-
scale farm:ng n the area at all times, 1l.e., avallability of an all-we :ther
road wassing tarough the area; past experience in the ares with respact to
its farmers! rosponse to mewly intreduced innovations:; a%ttitudes of the
area farmers towzrd change.

-
B o
£ 3 -
1/ With the eitabl

ment of TPID, all other previous »xtension
inated.

1 i
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12, Per fornance of the profects will be examined in lhe con
the stated aims and objectives., TIherefore a brief review of the
hierar:hy of the three projects is warranted pricr te any detaile
sentation of the evaluation.

13. A1l three proiects aim to raise the productivity and standard

af living of small-cale farmers. They alm ito achieve these goals by pro-
viding farmers with technical advice through their extension progrz-s, by
providing farmers with improved inputs on credit at interest rates much
Jower thar alternative sources and by improving the farmers' position in
the market. Thus, the stated gecals of the three projects are quite simi-
lar. In lact, the goals of CADU and the MPP are identical since the MPP
wag mcdeled 1fter CADU and probably since both projects were prepared with
technical assistance from 3SIDA.

Tha Mzin Coals of CADU and the MPP

L. 3ince CADY and the MPP have the same set of goals, the Tnllowing
1ist 1efe s to both of them. ‘Ghe three main goals in order of precedence
are:

(a)  Achievemenit of economic and social development
threoughout the project area, where activities
toward this end will be conducted such that:

() The pa~*.cipation of “has area population in
the Project's activities and their assumption
of more and more responsibility is enhanced

(ii) Adverse employment effecis are avoided, and
wherever possible additional euploymenu oppor -
tunities are created

(iii) Project activities are directed mainly toward
farmers in the low-income brackets

{b) Continuous search for suitable methods to further

- agricultural development in the project areas and in

2 other parts of Ethiopia

= (¢} Training of %thiopian staff and creation of po”31~ .
- pilities for applying the experiences gained at Jabi 2

in other parts of Bthiopia.

The Miin Goals of WADY

1 I -
5. The main

distinguishing feature of WADYU from both =he
ChDU s that, in additi 2

on o attempting to rais



farmer 3 in
~ne lowland:

cash income of about JuugLs by

vear nine

b, in addizion o raising i
settlers, the profect was axpectad

(3 Help oring aboubt 3 shift Trom subsisience 2 monsilzed
agriculture

(v increase the governmenb's fax revenue s 1 vasylht Of

he farmer's increased income

(= Demonstrata the impact of devnlopment afforts and
provide data for the formilation of other devalopment
projecta in Xiniopia

I7. PROGRA M, AND MEAUS OF DEVEIUPMENT IN CADU

Davelosmert »f Tnnovations

7. Applisd researcn, designed to develop innovations, is an imporian?
componant of the CADU package of activities. CADU has successfully develonad
nigh-7ielcing crop varieties {(mainly wheat) adaptable to different soil and

climatic conditions. Tables 1 and 2 show CADY's impact in introdusing high-

yieldiag +ar .eties and better cultural practizes. CADU is also making good
progreis in develooing improved corn and r: Deseeﬁs.
%

18, Af-er attempts to introduce tractor services were found ito e

socially undesirable because they led to tenant aviciion, and since the

sconomic proritability of using tractors, either through increassd yields
or rediced costs, was found to be insignificant compared to using imrove
local »lows (2), CADU became reluctant to introduce totally foreizn farm
implemsnts. It3 Agricultural Engineering Section has been working to im-=
prove the lator-intensi®e animal-drawn local farm implements and to brainse

s’D("“

refpes s

local artisans who make and maintain the improved implements. It nas inm- =
proved the local plow, developed an animal-<Zrawn harrow, Jdesigned 1 new
nand hce, develcoped a stationary *thresher and iv.roﬂu“nd wheelbarrow and

Jore Lo be in new setblements and 700 in re-organiced

1/ 100
ettlementyg.
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Tatle 1t TCMPARISGH OF YIERIDS T THT C:DU 204707 AREA, 1853-70

(in a/ha.)

’,_4’
O
O
0

A

Zropz , 1548

Tozal wreat, noat fertilized .9 12.1 13.1
Improved whiat, not fertilize - 15.9 .5
Improvec witat, fertilized - 20.0 13,7
Iocal barle; . 1wt feritilized 13.0 15.3 15.9
Local bsrle., fertilized - - 12.2
Tocal beans . not fertilized 22.5 22,1 134
Local flax, not fertilized 3.3 L.g 5.0

Source: CAU Irop Sampling veys, 1958, 1959, 157

Table 2: JOMPARISON OF TIELDS OR SELECTED WHEAT VARIETIES,

,ADJ, 1970

(in 9/ha.)

» Northern Soutnern

Wheat Varie 'y Project Area Project Area

fart 15.7
faktana Sh, fertilized 2.9
Supremu; fertilized 20.3
{entana Frontana, © 25.3
3155, fertilizad 25.7

[e2]
i
o
H +
Yt
)»J »
3
@
o

Source: .87 Crop 3amplinzg Survey, 197¢
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Extensiocr Az ivities

20. Al. *tnree projects have intensiwve extension programs as a means

introducing he proven techniquos to farmers. CADU's extension program op
ates through "madel farmers®, esach of whom 1s seleczed from fivs. coandidites
provided oy arners living wihhln a designated 000-hectare area. OCne axten-

sion agert, -rained at the intermediate agricultursl nmolleges of either Jinu
o1 Ambo, and two assistant extension agents, trained at CADU's Training Center
re vespensila for a maximum of 15 model farmers within one "exitension area”.

S

ey
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21, Th e<tension agents advise medel farmers on various cultural prac-
tices an: an hov to use the improved inputs. In addition, they hold periodic
field days t da:monstrate the value of improved seeds, fertilizer and other
imnovaticns .0 3111 interested farmers within an extension area. Fileld days
held on the lots of model farmers and on demonstration plots are usually
strategzically placed on the side of a main road, near markets or near churches,
22. Th: number of extension areas in CADU bas increased from 7 in 1953/3°
to 31 in 197°./72. 3ince each extension area consists of 1,000 to 2,000 farm
families, CAII's extension program had potentially covered aa area of abous
0,000 tc 50.00) (or an average of L3,000) farms by the end »f the 1571/72
season. IF QPID‘% assumption that at least 75% of all farmers in an MPP area
will fully p ticipate in its activities within 10 years is 1lso assumed

Tar CADU (L1 }, and 1f the number of extension areas remains at 31, 1% can be

hyvothesized that at least 3L,000 farmers will be reached by 19795.

23. IZ the numter of farmers reached refers to those farmers Shat were
actively par-icipating in CADU's activities, i.e., those that took credit,
then Table 3 shows a total of abour 13,000 farmers weras aestinated to be

reached curirg the 1972/73 season.
o

-
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,
\1‘ jRBeRY prse iR ah i nkihal
D O FARMER/FIELO

I0OY PROGRAM, 1372-

Staf{ {atecory tunber
Supervisor 1
Setension - 32
Assistant extansion agenl Al
Markating Toraman 30
¥odel farmur Lo
Participating farmers 15,000
Tarmers/extension agen® L70
®armers /assistant agent 233
Farmerz/markesing foreman L70
Tarmers/ficld staff 13

Source:

/a

)
AT

in xind.

AlL €

2ADT Amual Report 1871/72

es5 are approximations.

and CADU Tentative

The number

i S5O

Tlgures conparable to those of WADU could be derived.

Forns of Loans

The

and Source of

Mands:

A1l loans

short-term loansg ars=

seads, insectic:des and livestock feed.

the form f Iwproved farm implements

25.

the inputs
basis at

year
26.

categorie:

However,

The
te

Elizitility

of “:rnors {(owner-cultivatorsa as 1@17 as tenants and larx
farmers a3 well as small-scale farmers) to U&Ftl“’p& e in its credit progr
uxperience during
the credi: program were being disiributed disgrovertionately in

m*interast
, #wit1 the «

Arricultural and Indust
20 DU (as well as to

rate of 1079 pe
Xtra 2% being intanded

for Credit:

bigger cu . tivators.

27.

iven in the form of

and upgraded

The medium~term loans
dairy heifers.

rial Develovment Rank (AID)
NABU and tHe MPP) on a
r jear.

L

In 1970, CADJ decided to exclude from iis credit nromgran
owners cu.tiviting over 25 ha. and all tenants oultivating over b
1972, it had lowered the limit to 20 ha. for owner-cultivators and
for tenanis.

~

oErTan 18T0-75,

of farmers reached
refers to -hose who participated in CADU's credit prog

that

Ziven
, 1provad
given in

ona-year ter:
CADU charges farmers 127 per
to cover risk and supervision costs.
During dts.first two years CADU allowed 211
g0 ale
AN,
the first two years indicated that benefits fro
favor of the
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. Securlny Requlrrments:  CADU requlres down paymants for its loans.
Initially, its dawn~paym9nv requirenents variaes from 295 to 751 of tha valus
of inputs {31 . Recently, however, a more specific down-payment requirement
has been stip lated. Tae down -paymant for improved sseds is 304 for all

~ oy

ategories of farmers. The reguired deown-payment {3 25% for fertilizer fov
ks

landowWner: cu'tisating lsss than 5 ha. and tenants sultivating less than

8 ha, while £ 11 other eligible farmers it is S04, 1In addition, CADU has
?

a minimuen loa limit of Eth330, tut no maximum limit.

29, Bac i torrowar i3 required to provids two guarantors. For tenants,

one of the gu.rantors has to bg the landlord himsell. In addition, tenants
are requidec .o sign a lease agreement with their landlords in order to
qualify for CADU credit. To further ensure timely repayments, no farmer i3
eligible :or 1ore credit until he has setiled all prsvious loans; and it has
recently lLeen proposed that all farmers from a given model-farmer area, as
a group, w11 10t beg elipgible for future credit if their repayment rate two
months af~er lus daze 13 1ass than S0%.

3C. Scryering of Credit Applicants: TIrocessing of credit applications
is done b extersion agents with the halp of ths "Model Farmer Area Develop-
ment Comn: tteas! (MFADC) 1/ and tha Credit and Marketing Divisioa. The
scresning pro:ocs 1s schematically slaborated in ¥igures & and 9 of
Aprendlx fII, ard it can be briefly summarized as follows:

(a)  Applicants fill out application forms swith the help of
the axbvension agenks,

(b)  Extension agents process all applications with the hslp
of the MFADC and forward the recommended ones to the
extension supervisor.

{(c; The extension sSypervisor passes the recommended appli-
cations to ths Credit and Marketing Division, after making
all necessary checks,

o (d The Oredit and Markating Division determines the rate of down-
paynent as per policy and prepares loan agreemenis to be
gigned by the farmers and their guarantors.

#

n. Disbursement of Inputs: The AID Zank supplies inputs (mainly ferti-

lizer and insec*icides) to all packags projects.2/ Disbursements within CADU

are done through "trade centers," which are scatiered throughout the project

area in sich a way that they are within an easy distarce of as flany farmers as
5

ko

;/ A ditailed analysis of the Model Farmer Area Devalooment Commitiees i3
zivsn in =he section on local participation.

2/ Agricultural Inputs and ‘arke
AID Bank, i3 to have a monono
tricution activities.

ting Services (AIM3), a subsidiary o
ly power in all input procurement an

Loy
¢t
}_ﬁ
v O
1
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possible., The number of *trade cenfers within the ZADU p

~ woiect area has
increased ‘rom only 7 in 1553 to 32 by the end of 1,72, primarily due 0
the rapid axpansion of area covered by extensicn activities. Each sligible
farmer can get the desired inputs from the closest trade center after signing

a credit agzreement and making the necessary down payment.

Parformanca of the Credit Prozran

L/
7. Jumber and Amount of Ioans T Table L gives a yaarly breakdswn of
the number, amount and average size of loans. After a rapid increase in both
the number and amount of loans from 1957/68 to 1970/71, thers was a gradual
decline in the quantities of inputs distributed on credit, the number of loans,
the amount of loans and the average size of loans.

Toble L: NUMBER OF LOANS, AMOUNT OF IDANS, AVERASE TOANS AND-
T QUANTITIRS OF INFUTS DISTRIBUTED ON CREDIT, SA oy,
1967/68-1972/73
Crop No, of loans Amount of Toan Average loan  Quintals of Inputs
fear No. 7 In- 7 In- T In-
- crease Athd crease  Tth3 crease  Seed Fertilizer

1967/58 L1 150 - 13,700 -8 75 1o
1568/49 8565 359.25 158,L50  909.31 180 116.87  L,513 2,377
1259/70 h,750 bho.l2 502,876 217.25 105 (-41.11) 7,925 15,3070
1970/71  1L,07°% 195.%2 1,395,703 185.85 102 (- 3.77) 13,500 45,000
1971/72  1h,1ké (- 0.53) 1,L37,517  (-2.91) 95 (~ 2.9L) L,%5L 2, een
1972/73 12,525 (-10.28) 1,108,532 (-20.57) 38 (-11.11) 2,89L 35,31%
Source: JADU amual reports and CADU's Credit Section [iles
éi The irst crop year, lasted only a few months, was really an experiment:zl

vear and does not reflect normal situvaticns. For example, the small

aquantity of fertilizer distributed compared to seed is due to the late
arrival of fertilizer and does not reflect less demand f@r fartilizer
] for seed.
hangfor s >

- -
33. The decline in the number of loans, amount of loans and juantities
of inputs distributed on credit is in one way related to the marketing problems

}/ Zince CADU gives only one loan per farmer per year, tnm nunber of
Joans corresponds exactly with the number of credit-takers.
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of *the procect, «hich are discussed in some detail in the marketing section
af this report. During both 1971 and 1977, the continuous declina in grain
prices thrcugho ut the country (particularly that of wheat resulting from large
quantities of mports by the fNrain Corperation) forced CADU's Marketing
Division to of "er farmers prices lower than those of previous years. Iocal
sraders anc bl 1andlords,£/ whose vasted Interesis were in conflict wit!
JADU's majcr a ms, took advantage of the situation by campaigning against
CADU and telling farmers that CARU was reslly trying to make profits by offer-
ing them lcwer prices than it had in the past. To prove their point, they
pointed ou' th:it CADU was charging farmers extremely high prices (about EthahoO
per quintal) for its improved seed varietiss but paying only half as much

when buying bak the same varieties from them. This is a convincing argument
to farmers who have 1ittlo understanding of the costs involved in developing
new high-yislding seed varieties. As the result, many farmers are telieved

to have decided no®t to take any credit {rom CADU.

3l tnother reason for the decline in the number of credit-takers Lc
that many {arm-rs did not see the need to fertilize their plois year after
year. Mamy fe’t that, once applied, fertilizer would kesp on increasing
yields for man. s:asons. In addition, many farmers began buying their seeds
from other farm .evrs (who had grown high-yielding varieties developed by CADU)
at prices ruch loser than those offered by CADU's Seed Division for what was
probably a bet er variety, and many others were reusing the seeds the; boughz
from CADU ia previocus years.

35. i1e consinuous decline in the average size of loans 13 primariiy

due to the charge: in the project's credit policies. If we assume tha: all
farmers closely £31low the recommended rates of fertilizer and seed application
(CADU recomaencs 00 kg. of fertilizer and 125 kg. of wheat seed per hectare),
it can be s2en hov the size of loans is determined by the size of area culti-
vated (or cwnec). When thers was no restricticn on eligibility for credit
during the 2arly .ife of the project, a large proportion of the credit-takers
Wwere big cuiltivators. This led to a larger average size of loans for the
earlier years comared to that of recent years, when stricter credit policies
excluded th: biggor cultivators.

36. Districution of Credit among Different Classes of Farmers: Given
the considerable oxpansion in the numbers of credit-takers as well as the
amount of 1osans, we next attempted to analyze how the loans were distributed
among different-income classss.2/ Since land is the major source of income,
area owned s ufed as a proxy for incame. Area owned is preferred to area

s
-

L3

2/ CADU s credit policy had by this time excluded the big landlords from
part.cipating in L1ts credit program.

~
“

istribution of project benefits among differen® income 2
s hrghly related to the distribution of credit, is discu

assey, which
e
in a separate section below.

d in detail
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aultivated ticzuse a landowner has opportunities for additienal income from
land he may aot directly use dut rent out %o tenants, and a tenant's income
i3 not corre:tly reflected by the area he cultivates since he has to give
away a thalré or a half of his earnings as rent payments.

37. AS ore would expect, the average quantlities of geed and fartilizer
sed by Jiffsrent income clasces increased with the area owned (Table 5). Bu:

whereas .n 1767/58 the increased usage of seed was almost directly propor-
tional to larger farm size, in 19469/70 the larger farms were using relatively

less seed., In the case of fertilizers we have the opposite picture: in
1687/58 -he 21 +o LO ha. farms used the least amocunt of fertilizer but by
1569/70 vere using the most fertilizer, though they were still using less

of 1t pe- acre. Thus the larger farmers are now using more fertilizer and

less sgeed than they were using sarlier. This could be bacause thay are

using th:ir owr seed. Howsver, owner-cultivators are the only category

which coisumad lsss fertilizer on the average in 19469/70.-than in 1967/68.

38, Sivce crop sampling surveys have shown positivs net returns to

both fer:ilizer and improved ssed (2, 18, 20}, Lhe absclute lacome iiuserees, |
must hav: bean larger for thoasa farmers who sither owned and/or cultivated
larger t-acts of land. ‘

39. Tka distribution of loans among diffsrent incoms classes is in-
fluenced botn ty the proportion of credit-takers from the various classes
and by tie snares of the various income classes in the loans actually made.

Lo, Ar aralysis of the relativa distridbution of credit among income
classes 3hows that the proportion of credit-takers, as well ag the proporticn
of the trtal amount of credit, bhas been moving constantly in favor of small-
scale farmers as credit policles restricting bigger landlords were adopted
(Table 6). %ven though tenants in Chilalo are estimated to be 50% of all
farmers, they constituted only 8.5% and 15.4% of all credit-takers in 1967/58
and 1968769, rospectively. Howevor, their propertion rose teo 32.3% in 1959/70
and to 33% ia 7970/71 mainly because CADU limited its credit to small tenants
and owner-cult:vators after the 1968/59 season. Thus their share as credit-
takers 13 approaching their proportion in the agricultural population, but the
down-pay.ient ard securlty requirements prevent the poorest sections of the
rural poyulation from participating in the credit program. wong those re-
ceiving wredit, cultivators of the larger tracts require larger quantities

of the varicuas inputs and hence a relatively larger proportion of the lcans.
This can be clearly seen from Table & whers, for example, owners of over

20 ha. o7 land, who are a very small minority of Chilalo farmers and consti-

tuted 2.0% of all credit-takers fn 1957/53, took 56% of the total loans dis-
tributed that year.

ul. Ths revised credit policy influenced the distribution of loans

in two wauys. First, the exclusion of large-scale farmers from ths credit
program ieant that more funds were now available to meet the needs of small-
scale farmers. Second, the amount of loans that were meeting the needs of
of a given number of large-scale farmers can now meet the needs of a rela-
sively larger nunber of small-scale farmers. For example, in 1968/69 cul-
tivators of lecs than 20 ha. constituted £3% of all credit-takers but
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tdbie 5 LISTRIBUTION OF UHE AVERAGE QUAKRTITIES OF SEED ANL FERTILIZER
AMONG DIFFERENT TNCOMR CTASSRS. MaANNI  10A7/4R_A04a /N

1967/68 1968/59 1969/70
Area No. ¢f Fertil- HNo. of Fertil- ¥No. of Fertil-
Owned {(ha.) Fermers Seed izer Fayrmers Seed  izer Farmers Seed izer
(a) {q) {c) (q) (P (q)
/a

Tenupt 1+ = o 146 2.3 2.0 134 2.66 1.31 1,540 1.55 247 .

1-10 &1 2.0 L.0 L3 3.53 1.66 1.503 1.8z 2.92

11-20 36 L.7 3.3 1k 7.42 3.63 LL1 3.08  5.52 =

21-L0 1 12.0 2.0 &5 g.58 L.98 17 3.25  7.10 '
tbove LO 18 18.4 6.0 5L 15.39  29.80 Sl 3.7 9.99
Unclasgified i7 1.8 ~ 2 8.33 3.06 552 1.65 2.52

Total 189 848 ‘ L, 759
Source: Compilea from the CADU Credit Program, 1958-1971.
/a Ninely percent of the tenant credit-takers in 1949/70 cultivaced less than

- £

5 na. (3).
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accountad for orly SC5 of tha . Loi. By 1T0/T71, however, not only di
o

5
e
thay nma. n up 2%+ of all cradii-"akars but thay ook G4 of *he total Yoans.

, . .
', redliocorrasnonds Lo the amcunt. of land

. - }
cultivabed ormrve alelst e nemo crnount of cradit per

3. Analvais of
payments jers irom the
incomes o horrowers.
and 1968759 zive a dif
indicates that «n the
of inputs dictribubed on credic i Ty
L4 4n 1959/7) {(Tabla 7).

N

4o
ke
H“rﬂﬂ" 1>
1npubs 1

total vals
and about

R
PR i

Ll Tre2 ratios also indicata that the down-payment rats was nore or
lass the same for almost all clazses of credit-takers in 1967/68.r Tt ranged’
frem 38% Cor the 1 to 10-ha. owners to L5% for the 21 to LO-ha. »wners. In
fact, lanclor is cwing over L0 ha. naid only a clichtly higher down-payment
of 139 corparad %o LOY for tenants. DTuring 1968/49, regressive down- paynont°
rates were acwuzlly opsratinnal.  The tabla shows ,uat tenants paid 35% down
payment, compired to only 22% for landlords ownine over LO ha. The rrobable
tpianatizn for this discrapancy i3 that the 25-77%7 down-payment requifement
created when “he initial credit regulations were laid down allowed Loo wide
a margin or incividual discration. Furthermore, i: an attempt to induce
as many firmers into the program as pogsible and thus to demonstrate the
valne of ‘npuss sufficiently, regulations were not always closely followed.

L5, Ths immact of the revised credit program, where clear-2ut rules
and regulsitions in line with the stated aims of the project were sel during
tha 1969/70 ssason, can be clearly seen in the progressive naturs of the

down-vayments made by different zlasses of farmers. Table 7 shows “hat the
average down-nayment during 1970/71 ranged trrom 30% for tenants to Sh% for
Lhe bid Jzndlords.

hH. Orwdif Repayment Performance: I[b is generally balisved that low-
income borrow::rs Are higher srecit risks than high-income borrowers. Hecause

f their Yigh'r oropensity to ccnzume, zhey are o

1legad either to Jdivert pro-
ction credi . to conswmtbion or *o use their incr=ased income £3r consuwrmbion
rather than rrvpasment of credit. This reasoning peobably fustified the re-
quirement for down-payments in the case of CaADY {af well as the MPP). It is
-further argued that farners fael a greater sensa of responsibility for their
glebts wher they have to make down-payments. -]
- L.

L. An anilysis ~f the renayment performance a4 CADU shows that small
farmers ares by nd means worsge defaulters comparaed io large farmers. Although
the proportion oI tenants who tcox cradit during the 1257/58 season was only
2%, 21l of them paid back their lsans by due o {Tables 3 and ¢). In con-
“rast, 507 of the Joans oubstanding a4 due date ware attributed 55 sha big

3

3
landlords she madie up only 10% o7 311 credit-tarers {(Table §).
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Tahla 7- RATTIN 0% NIOWK PAYMRANT TO THR VATIHR O THPITS ROR NTREPATIM
CLASSES OF FARMERS, CADU, 1947/58-1549/70

947 /58 1958/59 1759770
Down Down i Down
payment- payment- payment -
Area Owned Credit Value Credit Value Credit Jalue
{hz.) (Ethd) Ratio (Ethd) Ratioc (Rthd) Yatio
Tenant, 510.05 3950 7,751.13 S 136,6L%.1% ook
1-10 2,717.1% . 3635 39,713.LL L2855 155,455,357 357k
11-20 2,52L.0% L2dl 32,180.567 L2372 28,Luz. i La017
21-U0 3,753.80 Lok 118,275.6L 2781 25,533.7- LSIL0
Above LD 3,516.30 328 2,555 .01 L2162 9,5¢9.1% L5375
Unclassiried 59k .2k L2382 5,885.71 L2513 51,515.17 L3545
Total 15,597.39 158,L61.20 02,5700
Average 4173 L2753 IBATS

Source:  Compiled from the CADU Credit Program, 19468-70.
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a1 A .

Hle 100, Mozt of the 2uo-o:
ihiubad 5o tha poor redavment racorids of the bigger landlords, but it is
z e ¢

1

he Dlame 2n any carsioular ~lass

DING LOANS AT DUE DATR, a0V,

JREDIT . CREDIT-TALERS
- - tumbar of T
Toral Credit Dutstanding 4 Tredit- Jumber of -3
{ear (zthi) (2th3) Outstanding  Takers Defauliers Defaulter:

1967/58 15,7C0 2,01% 12.5 189 17 8.9
15568, 79 158,440 72,505 L5, 828 307 37.3
1669/ 1u 502,875 205,931 bs.1 i, 749 2,1L3 ih .9

Source:  Coapiled from the CADU Credit Program, 1968-70.

9. Thare are no indications that the decline in dus date repayment
rates wan caused by serious crop failures or any other uncontrollable fact
Thus, un.ess there were less visible forces responsible, the poor repayment
record miy be due to inelTizlencies in the debt recovery process - probably
true since i: was learned that only a very small parcentage of the credit
remained outstanding few months after the dus date. For examole, only 17%
of the trtal 1968/5% loans and 7.L% of tha total 1752/70 loans were out-
standing abcut four months alter due date {3, 5).

or.

o

wpuh Miurketing

50. Because Chilalo was bast suited for cereals and ilivestock and be-
cause ma-kets ware favorable for_ wheat and milk, CADU concentrated i*s mar-
xeting axtivities on these two products. e organized milk markets existed

in Chilalo until CADU's Marxeting Division saw the possibilisy of supnlying
the major markets al Addis Ababa and Nazret. It organized colleciinz s*ations
along thz major road and started collecting milk from farmers every morning.
The farmars are paid Tth30.25 per litar and CADU sells it for Z.ad0."5 par
liter in Addis Ababa.

51 The milk marketing operation needed a minimum of 1,L00 liters daily

to break even, and the majfor buyer, the Shola Bairy Farwm in Addis Ababa,
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T v 2ausad by pasture
oroblams gair, L.@., when most of the cattle

are drivon

s2. TE%rts ars being muie Yo lesaden pastura problams Dy intreducing
supplemeltar s ieading during the dry season. High-nilking croassbrad cattle
are also bei=y asvaloped Zor distribution to farnmers,

Tab e 11: MONTHLY MIIX PURCHASE BY SADU, 15%2-70

’ T Ho. of No. of
Month ‘dtars Suppliers Hdonth Li%ars Supplisrs.
July 11,301 521 January 3,089 125
August, 285,70 LL3 February 8,218 127
Septembar 5,311 L21 March 22,531 318
Oatober ¢ 8,81 L8 April 3,371 L33
November 28,43 298 May 38,517 LS5
Docember 11,060 187 June 33,183 L2

Source: Bongt Nekby, CADY, in Bthiovian Txperiment in Ceveloping
Peagait Farming { tockholn: Prisma Publishers, 15710, o. §S

213, Ths rmbar of milk atatlons grew from only ora in 1957/58 to

nine by "971/72, but the tota. amount of milk collected “as been continuously
declining since 1959/70 (Table 12). Tha nmain reasor for the decline appears
to he becausa - farmers found wheat cultivation to ba more profitable than
cattle roisir, which caunsed the continusus intrease in wheal hectarage

(as well as other crops) at the expanse of pasture lands {(Table 13).

Sk CADU's grain marketing aciivities are limited to the area's threo
major crops - wheat, barley andeflax. 1In fact, the major emphasis has so
far been in wheat marketing, as“can be seen from Table 13. Of course barley
hectarags in Chilalo is much laggar *uan thai of wheat, bu% returns per
hectare :re nigher for wheat thagn for barley. 1/ Besides 'a”lny has tra-

3

ditiorally uwaer used for home csnsumption, wheroal wheat 1s mos*tly marketed.

1/ e culiural practices requiraed Tor the oroivenicn of wheat and barley,
are siiilar, bus yields per hectare using fertilizers and improved
variet.es within tne JADY project area are higher for whent; and whead
derands a hirner price than barley under present conditions(2, 5, 17, 20,

Al

10
Sy
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b ed o an expangion of ~he wWhan siraa in Ohi
o s - - .
5.,00) ra. in 197L, J

) hig a4y
£ .02,330 Lons in

Tatle 12: MIIX PURSHASED 5Y 0ADY MEIK COLLEITION STATIONS,
1357/48-1971/72

oL e, sadlf can assil 3 nills whereas most of
v to ne 30ld i1 2 1.8 2ADT has Tound to be
This conceniration ¢f TADU's exiension and aarketing activitias

1ale from 23,849 ha. in
rom 31,L50 tons in 1938

]
Year

1987/68
1948/53
1649/70
197C/71
1971/72

No. of Vile Uollectel Yeo Benefits over/a
Stations {(liters) Igeal Market (3)

L,000 5
135,000 20,400
313,000 W7, UG
15%,000 23,8350
1h7,113 22,084

AR o6 AR WA W

Sourco:

Ay

SADU Muaxeting Dlvision files and cost/barafit analysis of CADU,
1967/53-127L/75. :

Rapreseats net price increment paild by CADU over local price.

Table 3: GRAINS PURCHASED 3Y 2ADU'S MARXETING DIVISION AND

Yheat Barley flax
Net Benefits /b Net Benefits /O Net Benefits
__fear ~ cuintals 3 Quin:al 3 Quintals 3

1957/68 180 1,LLO - -
1968/89 2,300 5,9€0

1969/70
1970/71
1671/72

&

H
H

710 2,8Lo

5,31k 18,942 ~ - 798 3,192
23,980 71,%2L0 520 1,35 5,100 zh,keo
93,687 281,561 12,142 30,h50 3,327

Source:

/2

/o

CADY Mirketing Division annual reports. ?
During tne 1971/72 season CADU also boughi 1,068 quintals of peas,
quintals of rapeseed and 1,900 quintalsg o
™

he net henefits resulied from the neb nrizes JADY paid zbove locad
- .

g

O

L
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wbls 1L JONPARTSNN 0% 1935 AND 1971 OROP FRODUCTION IN CHITALD
TSRS Avea I R R REEYS 1871 kren 1571 Volume

Orov {11)) {rons} {ha. (tons)
Rarley 37.353 106, 350k.3 TG, 300 125,380
Wheat 33,6&9 }l,h§7.2 51,000 102,000
Flax 13,739 11,551.5 D%, 300 15,239
Peas 8 957 11,7337 5,L00 8,320
Cort 1,381 1,603, 17 52,585
3eans 3>908 13,950.7 7,800 21,136
Tef? 1,515 1,395 7,400 9,500
Sorghum 510 - - -
Lentils 83 - - -

Source:

/a

iy

G.DU 4ror Research Task No. 3 and CADY Grop Samoling Surveys.

Note -hat there has been a tremendous increase in. the hectarage
c.” all <rops at tha expense of pasture and fallow lands, indicating
thie growth of interest in crop production.

CADU's Purchas ny Policy

e
DD

Jric to the 1971/72 season, CADU was purchasing grains (mainly

wheat) fror farmers by paying E£h30.50 to Ethd3li per quintal above prevailing
local market pricas. /1 This policy resulted in CADU incurring losses. For
example, dirinz the 1670/71 season, CADU lost Eth$83,217.LkL, and that prompted
the Planning and Tvaluatiorn Seetion to lenk for other aporoaches o a more
stable price 3:iructure throughecut Chilalo while nopefully sliminating CADU's

losses.

56.

“he “lanning and Evaluztion Section decided to forecast the average

price of wieat for the 1971/72 season using a simple linear regression 2/
which forecast:d price as a vench mark. The forecasted price was 5th327.50,
and after cedu:ting CADU's selling costs of Ethd5.72 per quintal, a purchase

¥

1/

2/

. §3

h%

CADU provides 1its markebting services to varticipants as well as non-
par ticipants of its credit program. For exampl®, in 1970/71 it
purchased only 10,107 quintals of grain f{rom cr®dit-takers compared
to 19,725 quintals from non-borrowers (unpublisfed internal memo-
rancumn of the Marketing Division).

The trend line equation was: 1 = a + b¥; T = Price, { = Time (year).
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orice of SRAZ).TI ner quinsal wao oet for o Acella.  For other frade centers,
adjustments we e madz oy Loxiss iconnt orf addi tional transfer costs. Under
this polic:, €.00 haa wo sall 0 Lewst 70,000 juintals at a minimun price

of Zth327.0 pe cuintal to broak evan.

37, "he oo jacted minimoa prina of Tthsl7.00 ner juintal was far from

A rasuilt of comn unanticipatad Jdesvalopments, 1/ Importis
wheabt orderad oy the Grain Corporation to meet the antici-

Vot

e 5
heing real:zad 2
of 13,007 ‘ons o
pated shor-apes tetween June and November of 1771 arrived in December just

ag thes domasti: rarvest of 1971 was bvelng plac vd in the market. These im-
ports deprrssel wheat prices througiaout the year causing considerabls loss

o CADU's :uteccrous Marketing Division.

58, Vor she 1972,73 season, it was decided to let farmers bear the mar-
keting rists Lavelved. A fwo-payment system was preposad, with 90% of the
prevailing losl market price as the first vayment. However, because local
traders were ready to buy ail of their produce at local market prices, far-

mars refused ty sell their grains o CADU. Two reasons forced CADU to reverss
its pelicy and buy grains at prevailing local prices.. First, {armers might
start losirg their confidence in CADU, pariicularly so since traders and other
local inflientizls were trying to take advantage of the situation by stima-
lating rumcrs dissrediting CaDU's markasting actlvltles. Second, a sudden
halt in buying by CADU would have meant less competition for local traders
(hence lower prices to farmers) as well as a greater possibllity of a lower
credit repiymeat rate by farmers,

59, "hils there 1s an undoubted need for marketing and pricing peolicies,

attempts by CADU 2lone to solve the problem are futile. CADU handles such an
insignificznt portion of the marketable wheat surplus in Chilalo, let alone
the nation, that setting flour prices was a risky and costly venture. g/

60. 3 detailed analysis of the marketing system in Rthiopia in general
and the CALU project area in particular iz given in Appendix V. On the as-
sumption trat wheat is purchased in Asella at harvest time and sold in Addis
Ababa just pefire narvest sesson begins, estimates were made of gross market-
ing and stcrage margins per quintal of Ethih.20 for 1958, Eth33.11 for 1949
and ®%th38.13 £ r 1970 (Tabla 3, Appendix 7). GCiven that CADU's selling costs
(including storags) are about Bth35.70 per quintal compared to only about
Bth$3.00 per quintael for small %raders, CADU can hardly compete with local
traders in spite of its axtensive storage program unless it finds means of
reducing its selling costs. 3/

-3

e
-

;/ﬁp In aildition, the forecasting model, with only one explanatory variaBle

= (time), seems o have been incorrec:ly specified.
g/ For axampls, of the estimated 1%71 marketable Hheat surpvlus of 17,980
tons in Chilalo, CADU handled only 2,350 tans, or 5% (CADU Marketing

Division files).

3/ The elatively higher selling cost for CADU is

a% navily due to the
large nuaber of high salaried staff of the arke

prima
eving Division.
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&2. Daveloorent of Ceoperazivas:  A10 maresting centers toroughout the
CADU projec . 2raz are planned wo zradually develep inte full-fledged coopera-
tiva societ .eg. DBut by the eni of 1972 only cne of the 32 trade centars

(the Bilalo Cocperative Socilety) was registered. During the 1977/72 season,
only 147 ou: of 3%7 farmers who took inputs on cradit rrom the soclety's store
were registired numbers. 1/

53. T main cause for the slow progress of cooverative develepment in

CADU is prosably *he lack of integration of the credit, marketing and coopera-
tive promotionzl :ctivities. The Cooperative Unit was part of the Extension
Division (wiose mejor activity is demonstration of yield-irncreasing inputs and
cultural prictizes) until it was transferred to the Markating Division in .
February 19’2. Unlike other sactions of CADU, it . is verv neoerirs LeliJ80 with
only one of its four present 3taff members having vome training in cooperative
principles. Ir fict, since early 1772 the unit has been operatimg« fiiul the
haad, whose cortrect terminated, and without the assistant head, who resigned.
&l Firtherriore, CADU's own credit and marketing activities seem to dis-
courage 1ts cocperative development efforts. A farmer can get the same ser-
vices from JADU's trade centers and from a cooperative even though by being

a member of a cooperative he will incur more costs (at least in the short run).
These costs incluce membership fees, contributions for building stores and
costs agssoc.ated with certain risks (such as unexpected vrice declines or de-
faulting meiber 5). Under such a setup a farmer is being rational in choosing
tc operate Instzad through a trade center. Currently, CADU is developing a
program tha; wcilc phase out all credit and marketing activities through trade
centers, in favor cf cooperatives after three years of full operation.

6S. Tiere were several complaints by board members of the only re-
gistered cosperative at Bilaloc that major decisions regarding marketing and
pricing pol cies are made by CADU's %arke*inv Division perscmnel without

their participation. 3cme even complainsd that their cooperative has, for

all practical purposes, been treated ‘ust like any other trade center. Such
conflicts and misunderstandings could have negative effects on the atiibudes of
farmers towirds developing self-confidence in running their societies, thereby
Jeopardiziny the entire objective of promoting local participation.

®
2
}/ Under existing regulations, non-members can get their inpuis fronm
nearty cooperatives. The only differ enco between members and non-

members L3 that members are charged Bihi$l per guintal less for
fertilizar.
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£, Nevelotmant Loemmibtees:  The top-level committee 1z 3 ministerial
sommittas wncse tim iu o cLordinate the activitias of 21l package programs
with tha aotivitias of other =iniatries. An a lovwer level 13 the Awrain
Developmer © vimaittes whose Junstion lg to soordinate the activities of CADU
with other ac ivities in the awraja. 1/ At the grass-reots lavel, there are
farmers' comem Lbas with whom tia project worka to promote the adoption of
innovatiors a:é sromotion of zooperatives as well as partisipation of the
target popuala 101 in other decision-maxing processes.

£7. SADTY
governor, »rf:
ject anu rapresentatives of othar inlluential forces in the awraia, has

failed to ichiev: its objectivas mainly belaure (e intaerests of the more
influential and power{ul memoera of tha commiitee wars in conflict with the
stated aimz of CADU. The conflict prompted CaDU to look for alternative means
of promoting local participaticn and has produced a rather complex strateg;
that attem»ts to minimize the involvement® of antagonistic parties.in-t
decislion-mikirg vrocess.

s Awraja Development Jommittes, 2/ which includes the awraja
a-3 of the various ministries, executive uxrector f Lthe pro-

Py

3

m

\,au,,,

63, JADU's new mechanism involvaes four committees, calm with the same
objsctives but serving a wider area at each level. The lowest level is the
Modal Farm»r fre: Developmant Committee (MFADC), which has six members: the
model farmoar, ono golmasa,gf three slected farmers (at least one of which
should bo 1 tensnt) and the sxtension agent. At consecutively higher levels
are the Ex.ension Arsa Development Committee (EADC), the District Center
Developmen: Ccmnittme (DCDC) and the Awraja Development Cownittee (ADG).
Their membrship becomes increasingly large and breoad-based the higher laevel
the commit .ee. “he ADC has 21 members whose positions range from the awraja
governor to a zeasant farmer representing each extension district,

69. Jo government officialy except the golmasa, is involved in the two
lowest comidtise levels where promotion of most of CADU's activities is in-
volved, and CAJU hopes to use these grass-roois-level coamittees more effec-
tively in -ransmitting the concept of collective responsibility for its de-
velopmant «ffc-te. Active participation by these committees is hoped to speed
up the floti of irformation, increase cooperation of the target population and
provide fecdback to project direction sothat necessary changes can be made
whenever tlie n2ed arises. As a first step, the model farmer area committees
are sgcreen:ng :redit applicants, with guidance from the extension agents.

g
1/ An 'awraja" ¥8 a sub-province.
: L
" - » .
g/ The Awraja Development Cormmittee has met only once, in January 1959.
3/ The "golmasa' ins-itution, which is very rugsi Provin

A pclmaca i3 an elected trustee who acts
betweaen Yarmers and collects statistical
(district) governmen®.

new, 13 uniaue to Arus
a8 an arolsrator in disputes
information for the woreda
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3taffing ayd “raining

7C. Yast o CADU's high and middle-level Zthiopilan staff are trained
in other fthicpian institutions. It %rains i%s own 1 -level Tield staff
and some o tlos. needed by tha MPP 2% its iraining center (Table 15). Al-
most all of tle ey professional positions and departmental headships were
held by expatriaes (111 Swedas) at the teginning, but replacement of some
of its key exjatr-iate staff with nighly gqualified and able ZTthiopians has
progressed sa-isTactorily. A good indicaticn of this progress is the da-
cline in tne rumber of expatriate staff from sbout LO in 1958 to only 2L by
the end of 1972, i.e., a decline from ahbout 18% in 1953 fo only about 3%
by the end of 1972.1/

+

Table .5: BREAKDOWN OF FIZLD STAFF TRATNED AT CADU'S
TRAINING CENTER, 1959-70

ASs.stant Extension Women's Assistant Trade Center

___igents Extension Agents Foremen o

Yoar _CADl TTIPP Total CADU MPP Total CADU MPP  Total
1549 12 - 12 - - - - - -
1970 22 8 30 12 - 12 12 - 12
1971 32 32 &l 22 1 23 22 23 Ls
1972 8 85 ol - - - 31 - 31
Total ™M "7& 700 i T T35 &5 23w

Source: Compiled from files of the Sxtension and Training Division CADU.

7. Provisions have been made for all package projects under EPID

to employ s3taff on contract basis with a three months' notice of termination,
This has worked lavorably for CADU in comparison with the process employed
by the Cenfral Personnel Agency (CPA), which hires all government employees,
CADU's project direction acknowledges that contract employment has contri-
butad significanvly to the effsctiveness of its work program, as it allows
for promotions and salary incremerts tc be strictly basesd on performance
rather thai on tonure, as is done by other government agencies.

72. In contrast to other Zthiopian Covermment agencles, CADU seems
to have gridually gathered highly motivated Ethiopian staff whose working
relations +ith their expatriate counterparts have progressed very smoothly.
This should be attributed to the meaningful jobs that CADU provides ard %o
the qualit;y of leadership at all level§ of the project. Besides, CADU oro-

vides in-sorvize training for many of its staff and sends others abroad for
further stdies.

1/ There were about 280 positions for contract amployees (only about

2?0 filled) in 968 compared to 525 contract employeses by the end
£ .972 (3&).
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Other Programs

73. Wa .er Development: CADU's water developmen®t program aims to
minimize haal-h 1azards through improved rural water suoply for both human
and livestock coisumption. The Water Developmant Section has already under-
taken comprehensive surveys of ground and surface water scurces and has come
up with a aaster plan for water development in the project area.

7h. Investigation is still going on to determine the cheapest and the
gafest source of rural water supply out of several possible alternatives.
Cnce the bast poisible scurce is located, the Water Development Section plans
to organiz: lczal sell-help activities and to provide nacessary tachnical
assistance. Tmplementation and financing is up to the local communities,

but the se:ticn plans to make provisions for long-term loans.

75. Rural Health: In an effort to determine the relallicnship between
health, nu.ritior, populatlon growth and rural developmeint, CADU lnﬂorporatad'
a rural he.lth program in its activities from the very begimning. Its ac-
tive invol-ement in this area, in close collaboration with the “Ethiopiau
Mautrition ‘mstiivte, stimdated the govermment <o strengthen the provincial
health ser-ices, family planning activities and nutritional and child-cars
programs., In fact, the provincial government's health services departmsnt
took over (ADU's rural health program in 1971 because it was felt that ex-
isting fac!litlies could be utilized betier. Although there are no documen-
ted indicators of the program's impact (such as changes in mortality rates
and life expec-anzy), it is believed to be operating satisfactorily with
gome assistance from SiDA.

75, Feeder Roads: In order to facilitate its aim of widening the geo-
graphical coverage of its programs, CADU has recently started building feeder
roads. It intends to build five stretches of feeder roads totalling 155 kms
by 1975. ZEeasibility studies of all five stretches, which were conducted by
CADU's Infrastiucsures Division have come up with benefit-cost ratios greatsr
than 3. 3But actuil cost figures are not yet available since the road-building
program has just been started.

77. S3ince there is only one all-weather road that passes through the
project arai, the five feeder roads (each stretching for about 30 kms) are
sxpected to facilitate extension work, reduce transportation costs betwesn
farms and mirkets and encourage more farmers to participate in the mmoject's
programs. CADU has already started byilding the Asella-Kersa stretch where
both laber-intensive and capital-intersive techniques of road building are
being tested. The major problem so fii has been the seasonal supply of local
labor. Road construction may have to be timed to coincide with slack seasons
on the farm wherever feasible.
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V. PROGRAMS AND MPANS OF DEVEIOPYMENT IN WADU

Devalopmeat of Tnnovations

78. As was the case with CADU, improvements in crop and livestock
production were found to be essential prerequisites to WADU's entire de-
velopment prceram. Improvements in crop praduction were to be accomplished
by introdicing ‘mproved seed varieties, chemical fertilizers, insecticides,
implement.: and improved cultural vractices {such as date of planting, spa-
cing, pruiing ard mulching).

79. Table 15 shows that yield targets planned for year 9 were sur-
pagsgsed by year ¢, mainly due to significant resporse of the project-area
goils to ertilizer and the high and rapid rate of response of the Wolamo
farmers to the innovations. It was projectad that coffee yieldse would in-
crease by as much as 30% just by the introduction of improved cherzy-picking.
procedure:s (gelective picking of ripe cherries) and by the introduction of
pruning and coffee-washing processes (59). At this stage, i% i3 difficult
to assess the impact and the rate of adoption by farmers of the coffes im-
provement practices developed by WADU.

Tanle 16: A COMPARISON OF PRE-PROJECT, YEAR 2 AND Y®AR 9
(MATURTIY) CROP YIEIDS, WADU, IN Q/HA.

Area Pre-Project Maturity (Year 9) Average Year 2

Highland:

Maize 8.0 13.0 20.0
Wheat 9.0 12.0 17.0
Teff 5.5 8.5 7.0

Settlement:

' Maize 12.0 18.0 210
Cotton 1.hL 3.6 10.0
Chilies 1.0 5.0 9.0

Source:  JADU Annual Repori, 1%71/72.

£0. The livestock development program was plannedpalong three lines.

The first osrogram was designed %o provide effective vetetinary services in
order to conirol livestock diseases and parasites; the second program was

to deal wi h destockings in the highlands to minimize the problem of over-
grazing; and the third orogram was to deal with upgrading local dairy cows
by providinrg artificial insemination services. 1In the Tirst pregram, the

veterinary seciicn has activaly participated in a vaccination campaign that
coverad the whole of Wolamo Awraja, where some 305,000 head of cattle (80%
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nf the cattles ln Wolamo) werse vaccinated against three major disecases 1/
Nothing nas 8o far been accomplished in the destocking program, aven though
the plan was to reduce the number of animals in the highlands by about

7,000 by the end of Fhase I and at an annual rate of about 5,300 head after
that. Tie dairy program is expected to make some 200 crossbred heifers
~vailably to farmers by the end of Phase I, compared to SLO as originally
planned. Some 35 Freisian bulls are also expected to be distributed through-
out diffa:rent development centars to provide breeding services.

Extension Activities

81. WaDU's extension program was designed to cover four 'Yoroject areas!
(two in -he aishlands aml two settlement areas). Tach of tle highland project
areas is sub-divided into "dewvelopment areas." There were 11 development
areaas in the h;qh1nndn by el l”??. Fxtension services in each of the
four proiect areas are supervised by a “senlor agentl™ ,/ #ho L azgisted by

"fiaeld acent ;" 3/ {one field agent for two development arezn) and "demuistrators!

(six demonst-ators per davelopment arei). L/ In each of the settlement areas
there ar+ th'se field agents and ten demonstrators under the supervision.d
one Senior ajerb.

82. WiDl's extension strategy relies on demonstrating new inputs and
new cultiral practices on the plots of farmers who are usually selected by

the extension agents on the basis of their intsrest in the “nnovations and
their position as leaders (or influentials) in their neighborhood. Different
farmers' ploss are usually used to demonstrate different innovations. WADU
does not favor CADU's concept of the "model farmer™ as a major tool for demon-
strating new techniques because only a few farmers get all of the benefit

from the actual demeonstration process on their farms and because there is a
danger trai the ~hole concept could be interpreted by non-model farmers as
giving preferential treatmsnt to a s lected few.

83. A% can be zeen from Table 17, the targets set for hase I, i.s.,
the numzer of farmers anticipated to be reached by the extension program, has
been surrasscd in thg highlands. The primary reason Seems to be the.unantici-
pated higher rate of adoption of innovations by the Wolamo farmers, which is
attributanle to an efficient extension strategy by WADU. On the other hand,
the planned ~arzet of 1,750 fairmers in the sett tlements will not be rsached by

?ca I-

;/ - Vazcirations were against rinderpest, contagloua pleuro- pneumonia
2 and blackleg (59). b
2/ A "senioy agent" is a graduate of the Jimma Agricultural School with
maty years of field euperience.

3/ A 'field agent™ i5 ugually a recent graduate of the Jimma Agricultural
3cwo0l. Bub experienszaed 'demensirators' can hacome Tiald agents.
L/ A ‘'demonstrator' iz a 7ih to 1lth-grade f{inisher who has baen given
g
finld training on extension practices.
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the end of Phasa I, not because the evtension program is failing but

becaus: the settlemant program is lagging behind set targets, as weill te
discussed in more detail in the section on settlement schemes.

Teble 17: PLANMED AND ACTUAL FARMER COVERAGE BY THE HIGHLAND
FLTENSION PROGRAM, WAL., 1970/71-1973/7L

No. «f Firmers

to Be Reached 1270/71 1971/72 1972/73 1973/74
Planned - 2,0C0 1,000 5,000
Actual 3,317 6,521 7,070 10,000 /a
Source VALU annual reports and WADU's De§91fpmeub Cirisions D hed.
/a Projection,
8li. The number of farmars reached by the extension program is assuvmed

to be identical with the number of farmers participating in the credit program
- a ralher ccnservative assumption. However, since all categories of farmers
within the WADU project area ars eligible for credit, it is sssumed that
farmer: would very likely take inputs on credit if they have been reached ab
all by the extension service.

8s. Table 18 gives a comparison between the plarmed and actual farmer/
staff ratios, both in the highlands and in the settlements, by the end of 1572,
Four thousand farmers were planned to ba reached by the extension service in
the highlands, compared to the actual number of about 7,000; only about 670
settler s ware actually reached compared to the originally planned 1,200. 1In
general, there were more farmers per staflf for all staff categoriez in the
highlards than originally planned, due tc the unanticipated larger rate of
farme. participation. As a result of the unanticipated lag in the settle-
mant program, there were fewer favaers per staff for all staff catsgories

than planned in the setilementi areas.

Tand Planning

286, WADU had planned to survey and ap about 10,000 ha. in both the
Bighlanids and the settlement areas and to enccurage reorganization and?conw
Jolidation of existing hnldings in the highlands whe -~ fragmentation is wide-
spread (45). By the end of 1972, aerial surveys and maps of 15,000 ha. in
the highlands and 55,000 ha. in the settlements wers prepared with some
technic:l =gsistance froa the UK. A photo-mosaic of the entire awraja has
1150 be:n prevared.
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Table 139: FARMER/TXTENS IOV QTATV HATTO IN WADU 3Y THE END

1972 /a
] _  Hignlands ”:‘; . Settlements
Farmer, Stw Farmer/Staff

Stafs No. of Staff Ratyo Mo. of Starf Ratio
Category Planned Ac*tual Planned Ac*ual Plannea Actual Planned Actual
Txtansion

officar i 2 1,000 3,000 1 1 1,200 &70
Senior )

agent 3 3 1,300 2,300 ? 2 500 335
Field

agent 2h 3 160 875 6 3 200 135
vamonstr ator  1hh c3 28 120 20 55 50 13
Source: WADJ snnual reports and WADU Developnent Division files,
/a Ficld steff for the Home Economics Section, Tivasteck Sactien, Tridls

Sa:tic1 end Marketing, Credit aznd Cooperatives Section are included.

&7, Nathing has been accomplished in the reorganization and consoli-
dation o' frigrsnted holdings in the highlands because the f{armer-education
program «n tie bene’™ :3 27 consolidating fragmented parcels was ineffective.
The complexisy of the lani-tenure gystem and lack of a land reform officer,
who conld properly organize and supervise the activities, are believed Lo be
the major canses of the in:Tfectiveness of the progranm.

$oil Conservation in the dighlands

88. Continuous culzivation, removal of vegatation, overgrazing and
flooding have rasulted in serious erosion problems in Wolamo. 45 a result,
AADU plarned to undertake a soil conservation campaim: as one of its major
activities thera. By the and of 1972, about 13C kua of contour terracegihad
been completed, mostly using veluntary local labor.. This terracing is b8-
liaved tc provida erosion proie 1on for soma 700 ha. of land (59).

=
-
a

Feader Roads Y -
B et - -
23, otal of 1377 ms 190 kms in the highlands and 185 ¥ms in the
settlements3 of unsurfacei, fo.z-meter-wide minor roads znd thrae-mater-wids
farm trac«s wera plaanad o be oulH by the end of Phasa 1 {(LS). Raecords on
length and type of roads Tullt and cosis are poorly kept and unreliable,
probably obecaus  the roaa-building program has been charged o different
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departments at different tinmes, l/ In any case,information from the Works
.5. Services Division shows that about 83 kms of minor roads and tracks had
~-an comyleted in the highlands by the end of 1972. Of tnese, LO kms in-
volved o1ly maintenance work on existing itracks. In the set Llements, 16 kms
of mincr roads and 80 kms of farm tracks have been comnle*<d. The construc-
tion cosss rava been estimated at Eth$l,570 per km for ml. >r roads and Tth$s
per km for Jami tracks. Costs for maintaining existine rvicks were estimated
at Bth372 per ‘m (59). No figures are available for amnual maintenance costs.

9C. improvement of water supply throughout the project area was one of
the major programs of WADU in its original proposal (L45). Self-help programs
were bto e corganized to improve water supply in the highlands as well as in
the zettlem~nts, and means were to be daveloped to provide water to project
headquar ter.

91. Jy Jctober 1972, a pipa-water supply from a bore-hole had been in-
stalled in the project headquarters; maintenance work had been done on existing
pipelines i, the settlement scheme at Abella; and in a few selected highland
areas, jrot:ction of about 20 springs had been completed (59). WNeverthelass,
the water divelopment program as a wnole has been progressing at a slower

pace th:n expezted. No comprehensive survays have been conducted to deter-
mine the choapest sources, and no provisions have been worked out %o rakae

the seli'-heip program effective (such as long-term loans).

Farm Crodit

92. Forms of Luans and Source of Funds: WADU gives both cash loans
and loars in kind. Short-term loans are given in the form of farm inputs
(fertilizer, seeds, ir »acticides, etc.) at 12% interest per annum. The pro-
posaed modium-term lc nu 3t 8% interest in the form of Jarm implements and
dairy cows are not yet .. "ered. Thus, all of WADU loans by the end of 1972
have | ~.m short-term.

93, Thrva are tws maje. changes in the credit program. The proposed
cash loans for hisxng labor in the settlements have been abolished primarily
because the loans were being used for other purposes (mostly consumption),

and casli advances have been lntroduced to save farmers from borrowing at
axhorbi ant interegt rates from local monsylenders during holiday celebrations.

L. furds fer the credit program (in the form of inputs) are made avail-

able by the ALD Baéy on a yearly basis at 10% intersest per annum (the extra
2% beiny charges ta farmers is intended te cover supervision costs and risks).

i/ i engineer in tha Development Division (Figure 7, Appendix VII was
responsible for road building vefore Land Planning Section took over.
aurrently, the Works and Services Division is in charge of building

r0ac 4,
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55. Eligibility for Oredit: ALl categories of farmers -- own::-
cultive tors as well as tenanus 11d small-scale farmers as well as large-
scale larmers -- are eligible for credit as long as they are Jalltime farmers
and operate within the prascribed project area. Such a policy is justizied
on the bas’s that land holdings in Wolamo are very small, with a median
holdin: of only 0.5 ha, Tne World Bank's Appraisal Mission Report states
that otly ¥ of the landlords own 503 of the land in Wolamo (LS), but one
rarely finds farmers cultivating over 2 ha. participa®ing in the credit pro-
gram i1 spite of the facit tha®t no restrictions are imposed.

96. Security Reguiremenis: “ADU’" gacurity requiremsnts are rather
liberal.. o maximum or minimum limit is imposed, and abowve all, no down-
paymen!. is required. The main security measures are that each borrower nasg
to provide two guarantors azceptable tc the screening committes and that
farmers within a given exfension area have to be mutually responsitle for
the to.al loan in their area. No individual farmer is eligible for more
credit until he has settlzd all previous loans, and no faimers from a gilven
extens: .on ire eligible for future credit if the repayment rate of the entire
area to monihs after the final due date is less than 90%.

37. Se-aeninz of Jredit Applicants: Credit applications are uroecssad
by a n .ne-ne:ber ”Dmv;loanent Area Committea' {DAC) with some technical ad-
vice fi'om che extension staff. The committee 1s elected by all farmers within
a glver. "davelopment area." The following general steps are followed in pro-
cesein; cradit applications:

(¢) Farmers fill out application forms with the help of
demanstrators.

) (v) Applications are submitted to the DAC for screening,
and the DAC makes the final decision as to who is
aligibla for credit

{c¢) Bulk order dispatches are sent to itha Marketing,
Credit and Cooperatives Division together with the
approve: applications, which serve both as promissory

notes and loan agreements. .

=~

e, Disbursement of Inputs: Disbursements are made through the
"Nroup Marceting Centers.” Fach center has an 800-ton capacity warehouse.
In October 1672 there were 13 group marketing centers, 11 in the highlands
and one eaznh in the setilement areas, although the original plan envisaged
only fiwve 3imple markets to be established by the end of Fhase 1. Develop-
ment 0.7 marketing centers is closely related to success in the extension
prograrn. [he rapid incr=ise in theZnumber of group marketing centers is

due to the a2xitensive area zoverage by the extension service during ths
[ ARt . -~ ’
LAIT3T WO 722T8S.

Perforancy of the Jrad TraorTam
S wunzer and A-wint of Dopans: Table 1Y gives a yearly braakdown
of the numzer, amount anmi average amount of loans. Zo*h the number and
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am>unt of loans have beer. continuously *ncra;sina although the rate of in-
crease is much higher for the 1970/71 season. Part of ithe explanation for
such a high rzte of increaq, is that WADU waz not in ;uxl operation during
its first season.

Table 19: MNUMBXR AND AMOUNT OF IOANS, WADU, 19869/70-1972/73

No. of loans Amount, of Loans Average Loan Quintals of Inputs
Crep A 4 4
Tear HNe. Increase Ethd Increase Ftnd  Increase  Seed  Fertilizer
1069/70 72T - 25,035 - 32 - - -
1970/7.. 3,523 L39.6 80,159 233,6 20 (-39.L) 117 1kl
1971./7¢ L7391 22.2 159,339 98.8 33 65.0 357 1,h20
1972/7; 1,010 L7.2 0 203,940 90.8 L3 oLl - -

Source: WU annual reports and WADU's MCC Divisjon files.

100. Thare 1is no clear explanation of why the average loan declined
during the 1970/71 season, but the increases in subsequent years are pri-
marily due to the cash advances that were made starting in 1971/72.

o1, Distribution of Credit among Different Classes of Farmers: Given
that 3% o0 all farmers in wolamo own some land, half of whom rent still more
land becau.e their holdings are too small (LS), only about 30% could be clas-
sified as juur2 owner-cultivators, with the rest being %tenants and tenant-
owWwners., Assuning that this tenancy classification represents the actual situa-
tion ir the WADU project area, Table 20 shows that there has been a dispropor-
tionately greater rate of participation by owner-cultivators in the credit
prograr, ard ronsequently a disproportionately larger share of the inputs went
to owner-cultivators. For example, landownders made up 83% and 71% of all
_credit-tak:rs and accounted for almost 83% and 72% of the inputs distributed
on credit curing 1970/71 and 1971/72, respactively. Tenants, on the other
hand, cans-itated only 11% of the credii-takers and took about 12% of the

inputs aven though they are estimated to be 35% of the farming population
(L3%)

IYRE

102, what is not essily explainable {rom the above analysis of WADU's
credit proegram is why pariticipatfon is disproportionately lower for tenants
when the requirements for ”rediiﬁﬁligibility are the same for *tenants as for
landownars. Firsh, tenants may find it harder to secure guaraniors accept-
able to the screening committes due to their soclc-economic status, which is
highly dependent on whevner they own land or not, Second, tenants may find
rheir vowards {rom ade naw technolegies are nosn sommensurate with their
atforts qir"e, undaer exising U“are~ﬁr00ping arrangements, they pay one-third
or ane-1ait 07 thelr gross borell4s Lo their lanileris, who contribute nothing
0t

Lo the JaradnLe costs (“heir only contribution to the production process beinpg
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the lanc, not aven improvements on the land). Third, the insecurity of
tenants exiectations -- due to insecure landholdings, non-written lsases,
ghort-term _eases or lack of provisions for sharing production costs with
their l:ndl rds -- may explain reluctance to make investments by partici-
pating in tie :sredit program.

103. 4 further classification of credit-takers on the basis of area
cultivated ‘ndicates that cultivators of less than one hectare made up
about 82% ard 70% of all credit-takers and took 0% and L2% of the inputs
during the .972/71 and 1971/72 seasons, respectively (Table 20). Given
that the median holding in Wolamo is only 0.5 ha.,with 87% of the holdings
leag than the average holding of 1.5 ha. (L5), the high level of partici-
pation ¢f small-scale cultivators should not be surprising. Their sharse
of the inputs seems to be small compared to their particigation rate, but
it 18 duve to the relationship between the amount of inputs nseded and the
size of are:. cultivated.

104, ‘redit Repayment Performance: Information on the repayment per-
formance of different classes of farmers, classified by tenancy or area
cultivated, i3 not available for WADU. However, discussions and interviews
with several 3%aff members from WADU's Marketing Credit and Cooperatives
Divisior have indicated that small cultivators and tenants have better raecords
of timely repayments. In general, however, WADU's repayment has been ex-
cellent. Repayment rates for 1970/71laad 1971/72 are reported as 98% and $54%,
respectively (59).

105. Although WADU does not have a specific due date for credit re-
payments and oaly requires that loans be repaid within one year after they
have been made, its reported repayment rates are very high by any standard.
Furtherzore, WADU's achievement of such a high repayment rate without re-
quirineg any down payment and with more than 25% of its total loans given
for consumption purposes seems to indicate that down payment requirements
do not necessarily emsure higher repayment rates although they exclue the

poorest segment of the farming population from taking advantags of the
credit crogram.

Qutput Marketing

106. WADU's Marketing, Credit and Cooperatives Division undertakes all
activities related to credit, marketing and cooperajive development through
the existing 13 group marketing centers, whosge organizational structure res-
sembles zooperative societies while allowing WADU to retain complete control.
The idea is to develop tha marketing centers into viable institutions able

to proviide credit, marksting and storage facilities to small farmers by the
time the centers are ready tc be registered ag full-fladzed conoperative
socieniasz. 1/

}/ NADU's achievemen®c in cooperative develooment are discuszed below
in the section on local varticipation.
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I8 THE HIGHLANDS OF WADU, 1970/71-1971/72

A

e 1970/ 71 TEITITS —
Arva Cultivated Credic-Takers Seed Ferrllizers Credic-Takers Seed Ferzilizers
(Mha ) No. 7" Q %, 0 %, No. Y, 0 Y q %
Tenants
U0 - .99 162 9.15 19.82 5.88 69,03 5.79 290 9.34 .21 4,72 165.73 5.52
1.0 - 1.uy 33 i .86 10.39 3.12 39.39 3.30 78 2.51 13.42 3.46 123.62 4,16
2 and above 4 0:23 10,20 3,06 19.75 165 9 0.2 19.20 4.9 _27.75  0.93
Sub-total 199 i1.24 50,27 12,06 128.17  10.74 377 12.14 50.8% 13.14 315,10 10.61
Tenant-Cuers
.0 - U.99 89 5.02 15.09 4.53 38.02 3.10 216 8,41 27.3 7.07 157.64 5.31
.y - 1.99 21 1.19 15.20 4.57. 30.26 2.54 52 1.68 14.53 3.57 89.53 3.02
2 and above 2 9,12 2,60 0,78 6.50 0.54 b 0.03 _ 0,0 0.15 Lhk.oso 0,156
sub-total 112 5.33 32.89 G.88 T4.73 6.27 265 10,12 52.5¢C 19,97 251.67 8.4%
e rs
G.0 - 0,99 1,119 67.25 161.87 48.58 629.45 52.83 1,493 48,09 128.89 33.32 906.02 3G.51
1.9 - 1,99 241 13.60 78.29 23,49 290.07 29.34% 103 15.42 110.38 28.52 951.75 32.04
2 and above 28 1.58 19.97 5.99 2. 89 3.17 o3.2 _33.21 L8.67 427,81 11.04
Sub-total 1,460 82.43 260.13 78.06 988.32 57,94 70.73 277,34 70.51  2,185.58 73.59
£ iﬁ i T 17
Unclassified fa
U.0 - 0.9y - - - - - - 118 3,564 3.70 3.97 72.38 2.43
1.0 - 1.949 - - - - - - -1 2.51 12.7» 3.29 59.09 3.33
2 and above - - - - - - 12 0,35 4.345 1,12 Lé&. 50 1.5%
Sub-toral - - - - - - 218 6.66 20.88 5.3 217.76 7.31
Total 1,721 100.0 333.32 100,40 1,181.27  1uG.0 4,108 100.0 387.0% 10¢.0 2,970.11 100.9
Jource: Compiled from WADU's Planning and Eveluation Unic filea

/d Tenurial classification unknown.
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107. Like CADU, WADU nandlies an insignificant proportion of the pro-
ducts marketed in Wolamo. Table 21, which shows the quantities of products
handled ty W:DU's MGC Division during thel971/72 season, gives an indication
of how srall th: impact of WADU is on the marketing system in Wolamo. 1/
Since Wolamo is a net importer of grains (teff, barley, wheat and maizs),
the MCC I[ivision prefers not to buy these products. Farmers are able to get
the best availajdle prices in theiv local markets. However, they have con-
tinually been pressuring WADU to buy their grains, believing that it is able
to offer them a higher price than the local traders. WADU stands to lose

if it buys grains because its handling costs are much higher than those of
the local tr.ders. Nevertheless, it has decided to buy some grains in ordex
to preserve .ts gocd relationship with the farmers.

T-blz 21:  PRODUCTS HANDLED BY THE MCC DIVISICN, WADU,
DURING THE 1971/72 SEASOH

Purchases 2o Sales Stocks,

Product Tons Eth$/Ton Value(Bth3) Tons Ktny/Ton value(Eth$) Tons
Coffee

cherries 715.5 198.5 12,776.8 215.5  2&h.3L 55,9%5.5 -
Cotton LéLL 730.0 106,553.0 161 7hé.30 109,028.1 -
Ginger 3719.8 /b 1L5.0 8L,550.8 - - - 131.5 /e
Maize 134.8 120.0 15,175.0 100.2  2355.78  25,529.8 3.5
Chilies 25 .L 500.0 1k,700.0 29.h  580.L5  20,005.1 -
Teff 252.3 150.0 L7,937.0 17.6  333.h%  5,255.0 234.7
“Wheat, 179.0 200.0 95,800.0 13.L 352.L0  L,851.L 1i65.6
Hides and

Skins g.5 832.0 7,987.2 9.5 933.82 8,96L.7 -
Tobacco A L2.2 ____822.9 15.5 20.28 1,175.5 -

Total 1R66.0 117,503.7 551.3 232 ,876.,2 EE6. L
Source: WADU 4dnnual Report, 1971/72, and MCC Division files. o
/a T.rst payment.
/b wob welght.
LN - N -
Lz Jy Wenane
}X The re=liability of some of the information ziven on the table is guestion-

able. fale price of wheat, teff and maize seems to be toc high.
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WADU's Msrkevingz Policy

108. wADU's main marketing strategy is to let farmers participate in
any risk inveolving unexpected price declines. Its present policy is to pay
farmers €0% of the anticipated sale price of any product as a first payment,
and when the product is sold to make a second payment after deducting an
- amount ecual to 20% of the first payment to cover the marketing costs.
Sacond payment is made only if the realized sale price more than covers the
first payment plus the marketing costs.

109, Tne main obstacle to this policy seems to be WADU's inabillity to
forecast product prices well enough to ensure second payments. For exanmnpla,
WADU was unable to make second payments for ginger, wheat, teff and maize
for the 1971/72 season because much of what it bought is still in stock
(Table 21). Failure in making second payments generates mistrust among
farmers {interviews with some farmers have indicated this) because WADU's
first paymen”s, particularly those for grains, are usuallj smaller than

what locz]l morchants pay.

110. Furthermore, its highsr handling costs raise sericus questions as
to how tle M!C Division will be able to function as a viable autonomous unit
in the fitur:. Starting in the 1973/7L season, the MCC Division is expected
to cover all of its marketing costs from the deductions made before giving
sacond peyments., So far, salaries of the MCC Division staff and few other
costs such a; depreciation of equipment have not been charged to farmers as
marikebing coits.

Local Partic-pation

1., WiADU's plan is to promote local participation primarily by estab-
1 ishing coopnrative socinties. As a firsi step toward this goal, it has
organizec th. group marketing centers into the "WADU Group Marketing Organi-
zation™ (WGM1). The scheme is to register a few of the best prepared and
promising group marketing centers as primary cooperative societies and the
WGMD as the fWelame Cooperative Union." The Wolamo Cooperative Union would
then provide services to the registered primary ccoperative societies as
well as fo tie unregistered group marketing centers. WADU'!'s involvement
would termin.te when all group marketing centers have resgistered as full-
fledged toopirative societies.

112, S50 far only the marketing center at tiie Abella settlemen® schems
has been registered as a primary cooperative society even though the orig-
inal proiect plan stipulated that by the end of FPhase I all credit and mar-
keting act1v1t1ns’«ould se undertaken by cooperatives operating on ﬁhewr
own (b;) Nevertheless, the start seems promising. Screening of credit
applicants in all de\elopWPnt areas (or group marketing centers) is now
done by zn elected commiitee of nine member-farmers. Murthermore, each
center ic represented by two elected members in the WGMD) Committee, which
includes the project director and all senior staff of the MCC Division.
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Az members of this committee the farmers' representatives participats in
deciding what products the WGMO should handle, what the level of first
payment should be and in advising their area farmers on all operational
aspects of the WGHMO.

113, The encouraging signs are that most of the committees have been
functionirg reasonably well, and committee members have gradually becoms
more articulate in stating their opinions and airing “heir grievancas (&1).
However, come farmers really consider thelr group marketing organization to
be just arother govermment institution, as indicated by the lack of loyalty
ghown to tneir organization in not selling all of their produce to their
group marketirg center, as required (61). It cannot be clearly stated to
what extert W.DU is regarded as a farmers' own organization and to what ex-
tent they zon: idar it to be an alien institution.

11h. It wa3 pointed out above that WADU was established primarily
through tke irdividual efforts of the development-minded farmez governce .
of Wolamo, whe rillied his entire administration-behind WADU and providsd
genuine support to the entire development effort. Bubt since his departure
from Wolaro (le was promoted to a higher post), participation of the awraja
administrationr 11 WADU's actlvities has been continually deteriorating. For
example, the ' WAJU Awraja Development Committee,” which includes representa-
tives of the :wrija govermment, varlous ministries, local influentials and
WADU staff, rirely meets to discuss issues that are crucial to the entire
development eifort. It can bs hypothesized that a major cause for the de-
tariorating c¢coprration between WADU and the local administration is the

big gap beiween the salary scales of the two organizations. Iocal govern-
ment officiales are exasperated with the fact that WADU's Ethiopian high-
level stafl ecrn two to three times as much as they do in addition to
various fringe benefits (housing, transportation services, etc.).

Staffing aad "raining

115, - WALU lias had considerable difficulty in hiring high-lavel staff
{(hoth expatriste and Ethicpian) and in retaining degree-level Ethiopian
staff. Of the nine expatriata staff posts, only four were filled at the
cormenceme1t of the project (59). Of the remaining five expatriates, two
arrived a sear later, two more 22 months later and the last twe years
later. So far none of *the expatriate staff posts have been taken over by
Ethiopians. In fact, two expatriate staff positions, those of Project Direc-
tor and Chief of®Trials Division, were vacant when this evalvation was con-
ducted in ‘Jctober 1972.

16, The gPadual Sthiopianization of project staff is further ham-
pered, not only by the difficulty in hiring degree-level Ethiopians, but
most of all by the preject's inability to retain those already hired. By
the end of 1972, 12 degrea-level Zthiopian staff (including the Deputy
Project Director) had left WADU. Various reasons are given for such a high
turnover. Project direction believes the major causes to be: remoteness

of the are: and 2pility of many of the degres-level staff to find more at-
tractive positions elsewhsre with prospects for further training and long-
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term carecers. This argument m:  have some validity since WADU does not
provide any training program for its high-level staff. BDut interviews with
varicus Fthiopian degree-level staff indicated that WADU has unfair recruit-
ment procedwes (different f{ringe benefils promised for the same level staff),
unbalanced salary structures (different beginning salaries offered for staff
with similar qualifications), incompetence in some of the senior staff (both
Ethiopiars and expatriates), lack of disciplined working conditions and de-
libaerate zxclusion of some staff when making certain important decisions.

117, YADU's training program is limited to demonstrators and a few
selscted farrers. In the past, demonstrators (who are 8th to 1lth-grade
finishers) were given only field training by the extension agents. Very
recently, however, WADU started offering them one month of theoretical
training 1t its Training Center. Selected farmers are perilodically brought
to the WA Training Center for a period of one week or less to be trained

on certaii spzcific cultural practices such as methed awd rate off fortilizer
applicatii, advantages of raw planting and valus of pesticides.

The Sebtl ment Frogram

118, Historical Backzround of the Settlement Schemss: Through the
individual initiative of the Awraja Governor and some technical assistance
from Isracl, she first 28 families were settled at Abella in 1959 (22).
That sett ement program naver f{lourished because the governor left Wolamo
in 1950 m1d dled the same ysar. Another governor rejuvenated the Abella
settlemeni. scheme in 1555 and startad a new one at Rele in 19487. -lst
before WAI'U c'me into operation, he had settled 110 families at Bele and
increased the nunber of setilers in Abella to 590 (62).

119. Becange both settlement schemes were poorly planned, WADU
declded tc corsolidate and reorganize the old plots before preparing plois
for new settlirs.l/ No new settler was brought to Abella until year 3 and
to Bele urtil year L. The 700 old settlers were to be reorganized before
settling 520 1ew families in year 3 and 550 in year L (L3).

L]
120. ILA and the Ethiopian Government (the two major financers)
agreed that new settlers will be selected by a sub-commiittes of the Wolamo
Awraja Devalopment Committee.a/ Settlers wera to be drawn from the WADU
project ar:a in the highlands of Sodda and Bolosso (%0%); other parts of
Wolamo Awraja (15%); and other parts of Tthiopia (25%). Settlers have io
be baetween 15 and LS years of age apd physically fit. They are required
to 1ive on their holdinzs and to giye up all claims to oher lands. They
are also required to pay 1 davelopment tax of Bth$58 per year for 20 years,
to repay loans and to thj he titles of their lands as securisy so long
as there are any osutstandiy

gvu
ng deots.

1/ The ploss were oo small and the {ield layout did not allow for
aro:ion ceantrol.

2/ See seciion on lotil partisipation.
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121, Tne terms of the title include provisions prohibiting sub-
diviaion aad requiring settlers to follow a cropping pattern approved by

the project:. The Ethiopian Government has so far refused to give condition-
al freeholl title to settlers, as was agreed upon in the original project
proposal. A long-term lease, wWwhich was acceptable to IDA aqd the Ministry
of Agriculsure, was suggested as the next best alternative. But settlers
have not baen isrued licenses to cultivate arnd no long-term lease agreement
had been woirked out by the end of 1372,

122. Settlement Plaaning and Davelopment: Aporoximately 10,000 ha.

in Aballa ind 5,000 ha. in Bele were available on which 1,750 settlers (700
of whom were zlready there) were to be accommodated on 5-ha. plots each (L5).
Surveying wnd de-ailed mapping of the settlement areas were to be dona with
technical issistance from the U.X. Plots were to be laid out in such a way
that erosis v3s minimized, '

123. By October 1972 about 55,000 ha. were surveyed and mappsd.. Tus
surveys showed four different soil conditions, necessitating four kinds of
plot layou:s. Ir. the flat fertile plains, the already existing settlament
plots were fouad to be laid out in properly surveyed and measursd rectangles
ziving exa-tly 5 ha. Thu3, most of the plots in these areas were found to
he satisfa:tory, and few basic changes wers needed in the layout. Howevar,
some drainige »arks had to be constructed throughout the area in order *o
control fluods ccming from tne high plateaus.

12k, In the flat gray-soil area, few plots had been originally sur-
vaved and neasured, the remainder allocated by guess. This area was found
to suffar 'rom seasonal flcoding and had to bs completely reorganized and
laid out for flood and drainage control. Ths sloping red soil area, which
had been laid out in surveyed rectangular blocks, had to be completely re-
planned tecause ¢f erosion hazards,

125, The fourth soil category was found in the flat area where large
numbers of later settlers weres 1living on small 2- or J-ha. unsurveyed plots,
There wWas the additional ﬂomnlﬂcaulon of patronags grants within the settlas-
*nent area. It is hoped that the patronage grants will be revoked and all
of this areca will be laid out again after the 1972/73 crop season.

126, WAJIU's polizy is to clear and stamp 2 ha. on each settlement
plot to be ready for plantinz as goon as the settler moves in. It was
originally planned to use a chain“clearing method that uses bulldozers

and ten-tor chains. t experienge in the Sudan showed that chain clearing
would be inefficient and not suitgble for peasant ox-drawn cultivation in
the type of vegetation praevalent In the WADU settlement areas. There wasg
begidas a very large supply of underutilized cheap labor available from the
neighboring highlands that could do the Job satisfactorily, at a much lowmsr
208t and at the same time be provided additional income.

effor=-3 %o minimize setilemant costs and maxinize ac-

127. in it
g sattlen~nt planning section developsd three diZferent

L I S N
cagsipliihy, o
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kinds of unsurfaced minor roads. There are major fesder roads linking the
settlement to an all-weather road and markeit centers. 3econd, theres are
secondary feeder roads serving a large block of plots. Third, there are
individuil access tracks to the different plots. The feedsr roads are es-
timated %o cost E£th$1,500 per km and the track Tth$3100 per km (52).

128. WADU's documents on the settlement program ars unreliable be-~
cause th» accuracy of certain figures could not be confirmed. Neverthe-
less, inTormation provided by the Development Division shows that by
Cctober 972 about LSO old settlements had been reorganized and about 207
new settl.ers accommodated (52).

129. Problems in Reorganizing 0ld Plots: The presence of old settlers
has in some ways oeen more of a hindrance than a help to the orderly organi-
zation o7 plovs under the WADU settlement program. Because many of the old
gettlers wera used to grazing a large surplus of livweYinly.on, the unoccupiled.
areas su:rouﬂding their settlements, they were opposad to wADU's idea of
planned “ayout of settlement plots which implied reduced rumber of livesftock
and laess grasirng area per setiler. Those who had only Z2-ha. phois wers aoy
attractec by the S-ha. plots that were properly laid - ut because they did
not want to ove away from their communities. 1/ WADU thinks, however,

that mosi of the sectlers are gradually accepting the advantages of plannad
layouts 152).

130, Atother major problem whose effects are not yet clear i3 that
relatives of settlers have started moving into the settlement areas, with a
possible dancer of fragmentation of plots. ¥ven if a plot is not frag-
mentad, it may 10T be able to support a4 large family of relatives since an
average rlot is designed Lo support a farm family of a maximum of five
persons cnly

131, cetslement Tosts: Unfortunately, all cost figures in WADU are
90 agaregatecd thiat it is not possible to present a detailed breakdown of
cost outlays. 1is a result, cost figures presented in Table 22 are the

best available disaggregated esiimates in spite of their questionable
reliabilicy.

132, The total Phase I cost for the entire setilement program is
estimated at Eth$5,225,000, or =th33,385 per settler (US$l = Eth32.33) 2/
0f the noi-contingency costs, L2% is expected to be recoversd through a
developmeit tax on settlement farms over a 20-year period, and 523% i
non-recovirable. Each plot cosis ahout Eth3770 oefo;a a settler is moved
in (Table 23).

1/ Mout of the old settlers came Irom Lhe same vi“lag s. Thus, their
social and cultural 1ife i
the new areas.

r migration to

2/ Coct estimates were based on the assumption that Fhase I will cover
a4 (ne-year period instead of a four-and-one-half-year period. 3ud the
cocts planned for 3ix years are expected to be inscurred in four-and-
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133. Most of the costs are capital cosis necessarily incurred at
the begiiming of the project. Cost per settler is expected to decline for
future phases of WADU for two reasons. First, the number of settlers is
expected to increase, leading to lower fixed cos%s (or capital costs) per
settler. Second, in the future fewer capital costs per farmer are expec-
ted to by insurred. For example, a rough estimate of tha settlement costs
for L,250 settlers (Table 2lL) indicates that cost per settler could de-
cline to aboit Eth32,600 (of which Eth$1,320 is recoverable over a 20-year
period).

Table 22: ESTIMATED COSTS OF SETTLING 1,750 FARMERS
OVER A SIX-YEAR PERIOD

Cost 5 of Cost per
Cast “tem (5th3) Tutal Cost ettlar
Non-reacoveraile costs
Headque:rtevs and administration 1,322,000 19 535
Extenslon .nd settlement 700,000 12 Lo
Trainirg and trials 375,000 ) 21h
Marketing ond crops £00,000 10 343
Aerial phovos and mapping 1;3, 3 100
Sattlera'’ rood 125,000 2 72
Jub-total 3,087,000 52 1,76k
Recoveralble cos:ts
Conservaticn, roads and
clearing 1,587,000 23 SR
Farm cradi® iputs 512,000 10 340
Sut-total 2,299,000 38 1,314
Contingen:ies 539,000 7 308
Grand Total 5,525,000 257 3,335
Source: JADU Projecy Direction files. -
e -«
3%, Although WADU's settlement program seems o be cheiver compared

to other planned sebtilement schemes in Zthiopia, it is still a0 axpersive
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to be replicated on a larger scale. 1/ It is therefore imperative that
WADU should concentrate on {inding means of lowering settlement costs in
its future efforts, if it i3 to meet its obligation as a pilot project
to improve the government's ability to formulate and design settlement
programs that can meaningfully increase agricultural employment.

Table 23: BREAKDOWN OF COSTS FOR PREPARING ONE
SETTLEMENT PIOT

Cost per Plot

Cost Item (Bth$)
Minor roads and tracks 115
Mochanical clearing 165
Snil counservation 230
Cultivation 10k
Woter development 155

Total 759

Scurce: WAIU Development Divisien files.

}/ dettlement on irrigated lands has been carried out by the Ministry
of Nitional Community Development and Social Affairs (MNCDSA) and
+he Awash Valley Authority (AVA). The AVA's efforts to setile the
nomadic tribe of the Afars is velieved to have cost about Eth$l5,230
per sett’er on a 2.95-ha. holding, and MICDSA's veteran settleftent
scheme is believed to be expensive though not as high as AVA's (52).
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T.ble 2h: ESTIMATRED CO3TS OF SETTLING L,250 FARM FAMILIES

T T [GROWING MAIZT A4D COTTON) OVER A STX-YFAR PRRIOD

Cost % of Cost par
Ccst ten (Bth$) Total Jost Settler
Nen-recoverable :osts
Headquarters and admiristration 1,112,000 10 252
fxtension ard settlement 1,L87,000 1k 350
Training and trials 175,000 N 111
Marketingz and crops 800,000 7 188
Aerial piotcs «nd mapping 250,000 2 59
Settler's fcod 306,000 3 72
Stn-—otal 4,L25,000 L0 1,0hL2
Recoverabl » ccaty
Congervaion, roads and
clearing 4,057,000 37 96l
Farn credit inputs 1,438,000 U 3
Suis-total 5,585,000 51 1,31k
Contingencias 1. 001,000 g 2135
_ _irand Total 11,013,000 100 2,591

Source: WALU Projact Direction Files.,

L]
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VI, PROGRAMS AND IMEANS OF LEVELOPMENT IN THE MPP

Naevelopment of Innovations

135. The MPP does not have any extensive innovation development, pro-
gram since its main duty is to spread new technologies developed by the
comprehensive projects (CADU, WADU, etc.). During its first two years it
under tool: zountry-wide lJertilizer and variety trials, in which different
seed varieties developed at CADU, at the Institute of Agricultural Research
in Ethicpia and in other countries, were tested under varying soil and cli-
matic cenditions with different rates of fertilizer application., A two-yaar
national average of the results of the trials on the major crops 13 given
in Table 25.

‘able 25: RESULTS OF NATIONAL FERTILIZER AND TARIETL =~ -
TRIALS OF THE MAJOR CROPS, BPID, 1970-72 /a

Production
(g/ha.)
e Wheat Barley  Teff Maize Sor ghum
Tocal variet;, infertilized 2.0 11.0 7.0 11.0 1.0
Iocal variety, Jertilized 13.8 15.0 11.8 26.0 22.0
Improved variets, fertilized 15.8 19.2 1L.8 35.0 -

Improved variets, fertilized
and harroved 1.5 - - - 25.8

[

~

Source: Corpied from EPID Publication No. S,"Fertilizer and Variety
Trialis and Demonstrations in Zchlopia,”1970-72

ég Saveral varileties of each group were tried, but only the best
virieties are assumed here.
2
125, The MPP has plans to undertake trials con various cultural

practices in the ndar future. As it gradually becomes more comprehsnsive,
it plans .o orgznifp its own livestock development progranm.

Extension Activities

137, The basic unit for all activities of the MPP is ithe Minimum
Packaze area, which contains about 10,000 farm-families, extending for
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5 kms on either side of a 75-km stretch of an all-weather rcad. FBEach MP
area i: divided into five "extension areas,' each with a marketing center
and a _~ha. trial and demor-tration plot.

138. Three phases are involved in the development of an MP area.
After : praeliminary survey, an area is selected along an all-weather road
for conduc-irg fertilizer and variety trials, t remains as an 'okbserva-
tion area’ fcr a year or two; 1if promising, it becomes a "demonstration
area" for wncther year, whors inputs are distributed to selscted farmers.
If witlin 'he demonstration year other farmers have shown surfficient in-
terest, it becomes a full-fledged MP area.

139. F>llowing CADU's strategy, the MPP concentrates its extension
activities on model farmers. As can be seen from Table 25, the number of
model jarmers is planned to gradually build up to a maximum of 100 per HP
area. Facl. M? area 3% headed by an extension supervisor, who usually is a
graduate o’ the College of Agriculture at Alemaya. Ths number ol oxtension
agents 1/ :nd assistant extension agents 2/ is plannsd to build up to five
each per M area by year S.

1L0, Extension services during the first two years of the MPP mainly
involved demoustrating the value of fertilized and high-yielding seed varie-
ties. The usual demonstration procedure is to hold field days orn the model
farms and the demonstration plots. It is difficult to say how many farmers
have besn reached by the extension program in the first two years. The
particisation rate in each MP area is expected to increase gradually until
a maximum of 75% is reached by the 10th year (LO). If EPID's assumption

of the narticipation rate is accepted, a total of 3,500 farmers must have
besn raxwched :n the nine MP aresas and nine demonstration areas during year
1; and 1 tctal of 12,700 in 18 MP areas and 12 demonstration areas during
year 2 (sstimation based on Table 25). The Minimum Package Appraisal Re-
port gilses in estimation of L,700 farmers for year 1 and 13,600 for year

2 (Lb).

141, A national spread of the extension activities under the MPP
is indicated cn Table 27. During the first two years, most of the activi-
ties have ba2en concentrated around Addis Ababa. But with the number of

1/ :n extension agent is a graduate from ‘he agricultural schools
of either Jimma or Ambo. .

2/ An asgsistant extension agen{?is trained at the CADU Training

Uenter.
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Table 26: BUILD-UP CF EXTENSION ACTIVITIES PER MPP AREA

Obser~ Demon-
Txtens ion vation stration Minimum Package Area by Year
Staff Area Area 1 2 3 4 5
Supervisor. - 1 1 1 1 1 1
Agents 1 2 3 3 i 5 5
Assistant agents - - 2 2 3 L 5
Model farmers - 10 ho 8s 100 100 100
Participating farmers - 80 30 1,000 2,550 L,100 5,LCO
Farmers per azent - Lo &0 0 377 Ls5 5Lo
Cultivated ar.a
per farmer - 5 L.563 3.L9 2.38 2.00 1.76
Proportion of cul-
tivatad area
fertilizer (%) - 20 28 LO 51 62 73

Source: Compiled from MPP loan ipplication to IBRD/IDA, July 1572.

MP? areay planned to increase at the rate of ten per year over a ten-year
peried, a broader geographical distiribution of extension activities can
be expe:itad. Iven then, a larger number of MP areas are likely to be
around \ddi3 :rbaba as long as EPID maintains its policy of concentrating
its act .vities along all-weather roads.

L3

Parm Cradit

12, Ferms of [eans and Source of Funds: All loans are given in xind,
Shor t-term loans are provided (or axe planned to be provided) only in the
form of seeds, fertilizer, herbicides and insacticldes; and medium-term loans
in the rorm of tools, farm implements and bullding materials for storage
facilities. o

143, LFID acts as an agent of the AID Bank in the provision of credit
Tor the MPP. 2ut future plans are for the AID Z3ank, or its subsidiary, the
Agricultural Inputs and Marketing Services, to deal directly with cooperative
societies a5 soon as they are formed. Farmers are charged 13 per month

for the shert-term loans and will be charged 8% per annum for the medium-
term loins.
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Table 27: DISTRISUTION OF MPP TXTENSION ACTIVITIES BY PROVINCE

1971-72
1971 1972
Province MP 3 TA DA 971 MEA DA OA
/e le
Eritrea 1 - - 12 - - (12)
Begemdir 1 - 1 1 2 1 1
Tigre 1 - 1 5 2 2 2
Cojiam 1 - 1 L 2 1 2
Wollo 1 - - 2 1 1 2
/a [a (e
Wollega 1 - 1 2 1(+1) 1 1Y

Shoa 3 1 2 13 5 3 7(+1y

7ilubabor - - - 5 - 1 h(+1)
‘ /e
Kaffa 1 1 - 2 2 - 2(+1)
Arussi - - - - - - -
Hararghe 1 - - 7 1 1 5
/c
Samu Gofa - - - 3 - 1 2(+27
/o /o
Sidamo 1 - - 3 I _ S
2ele . - - - oo X -2
Total 11 2 5 50 19 12 36(+4Y

{excInditg Eri-rea)

Source: Ioan Application to IBRD/IDA by SPID and #x*ensi-n Dvision files
of BPID. "
/1y 3ako MPP, which is partly in Shon and partly ind¥ollega.
- -

/> 3hashemere MPP, part in Sidamo and part in Shoa.

/= figu-es In parentheses show number 27 areas that, after further investization
and .f parsonnel is available, may bacome 04l

MP o= Mindrum Packzge Area: TA = Training Area; DA = Denonstration Areag
W o




1Ll lizibility for Sredit:  Only farmers whe cultivate 20 ha. or
less, ard who nave settled all of their previous loans with EPID are eligibls
for credit.

145, xecxrﬂtg Requirements: Cradit in the Tirst year is limited to

a maximum o E:h3200, but iL may be increased to Tth3LOO in the second and
subsequent -ears for farmers with good repayment records. No minimum credit
1limit iz stipulated. At present, a 25% down-payment is regquired for all loans,
but it ras heen propossed to lower down-payment requirements for short-term
loans tc 157,

146, “ika CADU and WADU, the MPP requires a written agreement from each
borrower, with the loans secured by the personal guarantee of two psrsons of
good rerute living in the same extension area as the borrower. In areas whare
land is not communally owned, tenants are required to have their landlords
3ign a Jeasa clause. If 90% of the borrowers in a given extension area have
not repzid their loans in full within iwo months after the due date, no fur-
thar credit operations are to be undertaken in the area.

147, ..s a1 further groun security measurs, a security fund will be estab-
lished. A 'ee mounting to Tth$2.50 per quintal of fertilizer bought will be
imposed on rach participant (L1). The money will be deposited in the AID
Bank in sep..rate accounts for each marketing centar. The fund will be drawn
on in tle event that defaults in credit repayments in the extension area ars
concerntd excead the percentage covered by the bad-debt provision included

in the fert’lizer orice, dbut it has to be refilled.

u:8. serzening of Credit Apolicants: Loan applications are reviewed by
extensiin ajents with the help of model farmers to ascertain that the farmer
in guesiion lives within the model-farmer area and meets the necessary re-
quirener ts Tor credit eligibility bvefore they are passed to the extension
supervisors.l/ The supervisors make the final screening before sending

loan ag:zemmts to be signed by those whose applicaticns have been approvad.

119, Jisbursement of Inputs: Under an agreement with the Ministry of
Agricui‘ure, the AID Bank (and in the future AIMS) 2/ isg responsibls for pro-
curing -npuss for the “PP. RPID zives the ATD Bank an estimate of the  inputs
require« for a g*ven season on the basis of bulk-order dispatches made by
each suliervisor. The AID Zank undertakes to deliver the supplies to ihs
various marketing centers on time.

Parformance of the Oredit Progran

50, ‘umber and Amonn® of Loans: A total of 3,&&3 farmers in 1970/71
and 1,57 firmers in 1571/72 particinated in the credit program under *he PP
FAE Y - . ~ : fy - o S ¥
{Table ¢3). Adbout 5,150 quintals of feriilizer and 15L juintals of improved
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seed varieties, valued at Bthd2L0,000, were distributed on credit in
1570/71. The corresponding fizures for 1971/72 are 9,280 quintals of
fertilizer and approximately 320 quintals of seed, valued at Eth$370,C00.

Table 23: NUMBER AND AMOUNT OF LOANS, MPP, 1970/71-1971/72

Amount of Average
Number of Ioans Loans Inputs (q)
Crop Year Loans (Bth$) (Eth$) Fertilizer Seed
1970/71 3,513 2L0,000 55 5,140 15h
/a
1971/72 L,509 370,000 8o 9,280 0T
1972/73 - - - - -
Source: Compiled from the Credit files of Credit Section, EPID.
/a Ar. aporoximate figure.
151, I% i3 not clear why the average loan for year 2 was higher than

that for year 1, since the same categories of farmers were allowed to par-
ticivate in tie 2redit program in both years. At least two possible hypo-
theses car be given, however. First, after seeing the impact of the ferti-
lizer and the improved seeds on some segment of their plots during the first
year, farrers mizht have decided to use them on all of their plots during
the second ye.r and taken more inputs on credit./l1 Second, the MPP sets a
maximum credi- limit of Eth$200 for the first year and Eth$3L0O for subse-
quent years. Since many of the credit-takers cultivate over 10 ha. and
therafore requir inputs of at least 2th3LOO if they follow recommended
practices, it is reasonable to assume that some farmers borrowed more during
the second year than during the first.

152. Distribution of Credit among Different Classes of Farmers: Dua
to data liasitations, distributional analysis of the MPP credit program will
be based o1 the Cirst nine MP areas. Table 29 shows that 78% of all credit-
takers wer: la downers, although the overall propor+ion of landowners in %he
areas coverad is rough® estimated to be a little less than S0%. They tégk
90% of the seed and 677 of the fertilizer distributed on credit during the
1971/72 season.

1/ To s-ate it dif

ferently, farmers might have been reluctant to take as
much of the inputs as they would normally like in the first year be-
causy they nad nevar tried them before, and thus they decided to
hedg» against risk by minimizing the size of their loan.
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Tabl 9: CREDIT DISTRIBUTION IN NINE MP AREAS, BY TENANCY, 1971-72

¢4
T

articipating Farmers .. Seed . ... Fertiltzer

indowners Tenants Landowners Tenants Landowners

et ATen __No, 7 ) 7 5} B Q - ) E
Shashemens 331 40,7 481 59,2 - - - - 1,312.5  48.3 1,409,0 51,7

g e fe

bako 9 11.1 72 88.8 0.75 11.1 6.4 88.9 19.0  14.0 116.5 86,6
Enda Selassic - - 107 100.0 - - 5.9 100.0 - - 32.0 100.0
ik - - 49 100.0 - - 8.1 160.0 - - 19,0 100.0
Kersa 2 1.8 165 1201 - - 13.65  100.0 1.5 1.3 110.9% 95.7
Gonder - . 122 100.0 - - 5.8 100.0 - - 170.5  106.0
Finote-Selan ) 5.9 g5 94,1 - - 11.74 100.0 4.5 6.8 63.0  93.2
Asendabo 55 19.4 354 o6 2715 45,8 .25 54,2 65.25 18.4 290.25 81.f
Tulubole 74 14.6 434 8s.5,  7.75  15.9 41,05 84,1 225.0  17.03%  1,096.0  89.97
Total 507 21.8 1,819 78,2 11.25 10.5 95,89 89.5 1,625.75 32.55 3,373.24 67.4

Souree: Compliled {row Credit fi{lee provided by EPID.

M
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153, These percentages are, however, somewhat misleading. Only in

the Shashmens HMP area was there a considerable proportion of participating
tenants, w«hich led to raising the aggregate proportion of the tenant credit-
takers. 1/ Furthermore, most of the MP areas in the nothern provinces operate
under a c¢mmna’. type of tenure, where there is no clgar-cut landowner-tenant
relations dp. Therefore,a separate analysis of the six MP areas located in
the south»rn »revinces is given in Table 30: Shashemene, Bako, Kersa, Finote-
Selam, Asmndaso and Tulubolo.

tabla “O: DISTRIBUTION OF INPUTS ON CREDIT IN SIX MP AREAS
IN THE SOUTHERN PROVINCES, 1971-72

Number of ‘
Category of Credit-Takers Seed . Fertilﬁ%°t,M”<
Credit-Talers No. £ Q ' * Q EA
Tanants 507 2L.76 11.04 12,80 0 1,525,175 shiiis
Landowner: 1,541 75.2h  76.09 87.12 3,091.74 55.51
Total 2,0hL8 100.0 87.3h 100.0 Lh,719.49 100.0

Source: Compiled from Credit files of MP areas.

15h. Even though over 50% of the cultivators in the southern provinces
are believed to be tenants (L9), the proportion of tenants who participated

in the MPI' credit program during the 1971/72 season was only 25% or all credit-
takers. 7enants accounted for 13% of the seed and 3L4% of the fertilizer dis-
tributed that season, with the balance going to the landowning class. If the

Shashemene area is excluded, the analysis shows that over 807 of the fertilizer
and seed i3 t.ken by landowners. »

155, *A ceparate analysis using area cultivated as the basic for classifi-
cation is given in Table 31. The majority of the participants during the
1971/72 season ware the small farmers cultivating less than S ha. This result

18 to be expertel since the average cultivated area for all MPPs i3 astimated
to be 1.7 ha. (51).

2

-

L/ There is no clear explanation for the high tenant participation rats
in the Shagshemene MP area, However, it had been under an FAO

fertilizer trial program for about three years btefore it became

an MP area.
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Takle 31: DISTRIBUTION OF THE 1971-72 CREDIT IN NINE MP AREAS
- BY SIZE OF ARFA CULTIVATED

Area
Cultivated Credit-Takers Seed Fertilizey
(ha.) No. z Q 7 Q i1
Tenants
0.0 - 4.9 283 55.8 3.00 26.6 160,00 28.3
5.0 - 7.9 1k 28.4 £.29 55.5 552.25 Lo.1
10.0 - 1:1.9 L7 9.2 1,5 L.L 263.50 16.2
15.0 - 2).0 - 33 6.6 .50 13.L 252.00 15.kL
Sub-total 507  100.0 1..25 100.0  1,627.75 . 100.0
Iandownars
0.0 - 4.9 1,042 57.2 h2.10 L3.9 1,113.62 33.1
5.0 - 7.9 Lsé 25.1 26.80 27.9 952.10 28.2
10.0 - 14.9 186 10.2 14.73 15.L 556,50 16.8
15.0 - 2).0 13 7.h 12.30 12.8 7L1.00 21.9
Sub-total 1,819 100.0 95.90 100.0  3,373.22 100.0
Grand Tokal 2,326 - 107.15 - 5,000.98 -
Source: Compiled from Credit files of MP areas.
156. Fifty-six percent nf the tenants and 57% of the landowners who

particip:ted in the credit program cultivated less than S ha. The tenants
accounte:! for less than 27% of the seed and only 28% of the fertilizer dis-
tgibuted among all tenants, while the landowners took almost LL% of the seed
and 33% of the fertilizer distributed among the landowning class. In general,
however, the percentage of inputs taken is not too different from the percen-
tage of area cultivated, for both tenants and owner-cultivators (Table 32).
The reason tnat a larger propor tion-of the credit was taken by landowners is
not that they used mors of the inpuls per hectare, but that they cultivated
larger areas and had a2 higher partigipation rate in the credit program.

157. Credit Repayment ParZormBnce: Data on repayments classified by
aither terancy or area-cultivated is not available. But interviews with
several MP area supervisors indicated that in general small farmers have

a better record «<f promnt repayment. In fact, most of the superviscrs in-
dicatad that scme biz farmers deliberately refuse to settle their dues, a
reversal of the pattern usually expec-ad., One possible explanaticn is that

a result of *he prevailing socio-economic conditions in Tthicpia, borrowing

2t forced repayment has become 1 Way of 1ife for ftenants and cther small
farmers, while big landlords are used to taking money {(from tenants or
treasuries) for which they d» not need to account.
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Tuble 32

COMPARISON OF INPUT DISTRIBUTION WITH DISTRIBUTION OF CULTIVATED LaND
MEE, Lw/i-ie

Tenants Landowners

Ared 7 of %oof % of % of % of 7 of “oof % oof
Cultivared Credit- Area Fertviltizer Seed Credlr Area Fertf{lizer Seed
(tia.) Takers Cultivatred Taken Taken Takers Cultivated Tuken Taken
0.0 - 4.9 55.80 23,97 6.3 26.6 57.2 24,32 331 43,9
L0 - B K3 A 36,59 40,1 55.6 25,2 31,93 PR 7.9
10.0 - 14.9 9.20 19.88 16.2 (A4 10.2 21.70 16.8 15.4
1o~ 2000 6.60 19.5¢6 15.4 13,4 7.4 22.05 2.9 12.8
Toral 100.0 IO0.0’ 100.0 100.0 100.0 100.0 100.¢ 100.0

sourcer

Cowputed Lrom Table 31.



- 57 -

158, Some information is available from the Shashemene MPP for the
1971/72 s=ason (Table 33). comparison of the repayment performance,
classified by both tenancy ané area cultivated, does not indicate a clear-
cut difference, but it shows that the repayment performancea of tenants and
small cultivators is by no means worse than that of the big owner-cultivators.

159. ‘fable 3L gives a breakdown of the agzregate repayment rates of all
MP and remonstration areas during the 1971/72 season. No repayments were

made by the dus date, and only LL7F of the total loan was repaid two weeks

after the dve date. Six months after the due date 11 of the total loan was
atill ovtstanding. We may postulate that, first, for some MP areas ths due
date (Februsry 28) is too early, as farmers are barely into the harvest season.
Second, the dua date is set at a time when product prices are lowest. HMany

farmers. have expressed the feeling that it is unwise and haramful to sell at

Table 33: REPAYMENT PERFORMANCE OF DIFFERENT CLASSES -OF FARMERS ..
Th THE SHASHEMENE MARKETING CENTER, SHASHEMENE MPP, 1571-72

Repaid at Qutstanding at
Category of Credit-Takers Total Loan Due Date Due Date
Farmer 3 Number 3 Eth3 4 Eth3 7 Eth$ 3
By tenan:y
Tenant ; 117 38.6 14,133 LS.1 3,584 25.L 10,5Lk9  7L.6
land owners 185 51.L 17,ihS  Sh.9 7,081 L1.3 10,06L 58.7
Tosal 303 100.0 31,278 100.0 10,55 - 20,613 -
By arsa
cultivated
less tlan 5> ta. 134 Lh.2 5,540 21.2 3,199 L5.1  3,7h1  S$3.9
Over S ha. 169 55.8 24,338 78.8  7,L68  30.7 15,872 49.3
To-al 303  100.0 31,278 10G.0 10,555 S To JE-X 1 I
Source:  Coupiled from Oredit files of the Shashemene MPP, 1971-72.

pem 04

wx

such low prices. Third, Yarmers have to pay taxes, rent and other debts at;.
about the same tLims that Bhey are required to settle their dues with EPID.
Fourth, in a few MP areas’ there were rain shortages during the 1$71/72 season.

160, Tre impact of afficisnt supervision of the credit program on re-
nayment rates cannot be easily juantified. Nevertheless, close observation
of the MrPs indicated that repayment rates were higher in those areas whose



supervisors were rated highly by EPID on their overall per ormance. !/
For example, Bako, Kersa ard Tulu Bolo, which had highly rated supervisors,
had better repayment rates (Table 35).

Table 3li: REPAYMENT OF 1671-72 CREDIT DISTRIBUTED THROUGHOUT
ATL MP AND DEMONSTRATION AREAS

Amount. Cutstanding %
lata (Eth3) Qutstanding
/a
Fabraary 23, 1972 (due date) 250,1L38 100.0
March 1%, 1972 139,583 55.8
April 15, 1972 103,061 .z
2%, 1972 62,037 2k.8
June 1L, 1972 L2,279 : 19.7
July 25, 1972 30,018 12.0
August 28, 1972 27,015 10.8

Scur res Compiled from EPID Credit files.

/a Includes interest charges.

Cutpit Mirketing

161, The MPP did not have any output marxetirg component during its
firsgt two years. For the future, the marketing comlonent is %o be carried
out vnder a separate murketing and storage project. Under this _-oject,
storege facilities will e built at all MP? trade canters and a revolving
fund set aside for grain surchases and hiring marke "ing consultants (hL2).
The rarketing consujtants #ill assist EPID's extensicn staff in the sstab-
lishment of marketing centers, the iraining of marketing assistants, the
supervision of graim storage and handling operations and the dissemdination
of ail forms of marjget intelligence.

™

1/ Suepervisors are periodically rated oy nigh-level TIPID staff on the
basis of their menivation and interest in zheir jobs, number of
fermars they have reached, number of field days they have held, etc.
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Pable 35: REPAYMENT TIZMRORMANCES OF THE NTNE MPPs DURTIND THD 1570 -70 sensul

QUTSTANDING CREDIT

Total

Mi Loan 3/15/72 473072 5/26/72 0/14/72 7/20/72

vésa (Eelis) ELhs % FLhg A Eth§ . EKihs % ELis ;
ursi L2005 1,005 194 B3 9.7 1o 2.6 74 1.5 51 1.2 Sl 1.7
Ak Hla By Uu, | 119 23.0 [$18] 0.5 [y’ 6.5 [0y G, b 7! ERe
ondar o, 05 5,015 0.0 4,608 76.6 1,005 16.7 1,005 16.7 517 B.0 517 S.b
1k 4,215 1,197 28.4 590 14.0 25 0.6 25 0.0 25 L,u H G,
aashemence S 92,358 v ("Ez,tﬁéfa OY.9 47,224 46.8 31,804 34,5 26,876 29,1 18,1402 1Y, 6 17,274 is.7
inute-Selam 2,877 2,877 o000 2,877 100.0 132 4.6 132 e 132 G000 1352 Yot
tiu Bole Zu A0, 0% 19,620 ad.8 18,172 45.2 9,009 23.9 7,156, 17.¢ 2,332 5.8 i, 64 Al
wa Yelassic 3,220 2,125 69,1 1,449 45,0 1,182 36.7 2,179 Jul6 940 8.y Q340 289
Total HEPSRPETY 95,2343 61.9 71,871 46,7 43,947 6.0 36,507 ¢ 23.0 ‘ 22,149 14,73 20,507 14,3
arve- Campiled srvowm EPID Credfe files, ®

Pavtivcipated in FAD Fercioizer Program fur Lwo Lo three years.



162, Toctrl participation HPP is to me promoted by sstablishing
connarativa sozlaties. however, 1o 15 too early L2 18sess the achievements
5% the prolect in this ared sinca it has been in operation for only iwo

1573, souperative promoilion is usually launched by the extension “taff

alter the first input distritution geascn. '"Oooperatlve Devalooment Jomm”™ tines,V
whizh w1l ne reroonsible {or orzanizing ‘heir area Jarmers for a cooperatives
trainin, program. are astailiched filrsy, Training in cooparatives 1s to be
offer=d in :olla oratic: 0 othe Mindstry of Community Development .

T, 4PID's objective iz to develop all marketing certers into inde-
pendent prinsary P”Dera‘Jue societies within thras t2, five years afrer their
astablichme 1t 35 marketing ceniers. Throughoul he PP, tnere .ere W2
registered orimary cooperative soci:-i-; and 18 pre-coopsrative societies by

the end of 1272 (Tahle 35). It should be clear, howevery *hat the resd st s ;3df

socletivs, in addiitiorn to heinyg concentriced withip faw MP
vary infancy and arz2 nnt seil-sufficient

areas, are in *the

Tadle 35: FRCTRESS IN COCPERATIVE PROMDTION El THE MPP, 1971-
Number of Number of Coops Number of Pra-cocps
Projact Area Regictered which Applied for Which Formed Organizing
Goups Hegistration Committees
Shashemane PP z - 3
Tula Boli MPP 2 - 2
Asendanz WPP - - 3
Jimma MPF - - 2
Nazreft MFP 2 - ' -
Enda Selassie MZP - - 2
Haik ME? i - 2
Pinnte-3elan PP - - - 2
ondar MIv z o - -
A N K]
Kombelr 12 22 1 - - -
"o T 1o - - 13
P - » -
Jonrce: Jompilad rom EPID Tiles.
Stafiiny 2.d Prainirz
165, “4cst of ZPID's Ztrniopian stafl zre trained in Ethiopizan ins-i‘utions
AP ares supervisor:s are usually graduates ¢f the Jollage of Agricul:ure at
Alemaya. Extension agents are graduates of the agricultur>]l schools 2% either
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Jimma or AmDo.  Assis

either the JADU Training Center or the
put fature oSlans are tha c
to be es ablished under
assistan s are trained at JADU but in the [ut
from the Awisa Jooperabive Training School. A1l s
lave 1ad some graduate level trainin: 3broad 3y uh
were 1bout L expatriate st

111 ¢
Ya oo (AN .} T
ne Shir L1224

). %1“k9ul“

e raecruited
speclalists
72, there
roarea

—

speciilists or deputies to

.
[

. o lines of or“~otion (academic and non-academiz) are planned to
Judlly % hiopianize ZPID. After some years of fleld service, assistant
ensior isents and marketing fore en will be ziven . one-year theoretical
ain.ng in an Sthioplan agricultural training school before being promoted
vo saiior exntension agents. After that, they will be z2ble to advance to
155lsant supervisors and supervisors. Selected supervisors will be given
vostgraduite training to become either subject-matter soocwalls:s ar PECvin-
cial sgrisultural officers, and on the basis of their perfcrmance thay could
aventually bte promoted to division heads within EPID.

L}

Ut
ot 1 (T

i»-)

Other Proirzaus

167, Animal Husbandry: The MPP does not have any livestock program at
the mcment, out EPID plans to develop a livestock improvement program suitable
for tre M?D under its present setup. A iteam of experts will be assigned to
plan yilo”, voerations that can be conducted with existing field staff in co-
operation witn the ILivestock and Meat Beard and the I&VeStOCk Division of the
Ministry of Agriculture (L2).

1€8. Home Economics: 2ZPID was organizing a Seam of home economics
specialists n January 1975 £o teach farmers' wives to better perform their
tasks and to raise their educational lavel.

169. Soil Conservstions EP1D has a proposal to establish a Soil Con-
servat.on Division to work full-time on MP areas (L1). -There will be four,
501l conservation survey teams (each with five specialists) to organize
conservation plans, intrcduce new techniques on demonstration wvlots and
model ‘armavs' fields and supervise farmers carrying out conservation work.

170. Roads: On the assumption that beginning in the fourh vear of iis
operation cach MP area requlzos about 10 xms of new feeder roads each year,
plans have been made for the construction of farm-to-highway roads at an esti-
mated cost of about EthiB8,000 per km. In order %o ensuregthat the program is
not delayed after existing road networks are saturated (after the third year),
penetr-tion roads are planned at an estimated cos® of th312,0C0 per km. The
annual mairtenance cost for both kxinds of roads is estimated a®t Tth
km (L.

1

madintain the

. No arganiratisn
in varnrmen

{
¥ .d aY lew-standaed road

'ﬁ
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=5 dezermine Mow o 23tablish such an organication,
o - 5 . TN ad - - -
TPID nust e vasionsiolie Ior 13 own rural road

JIT, A COMPARIZON OF THT MAJOR DEVSLOPMENT JO0MPONENTS

7 = e b e o - o
172, Cn the basis of the detailed presentation of the conponants of
: H - P kS o Yy =9 X
each or-oject 2ivan zbove, a summary of thelr outstanding similarities and
3 TS - -
diffararces will be prasantad. .

173, Development of new technologles such as ilmproved seeds, betier
zul+tiral practices and improved labor-intensive farm ismlcowments is primarily
a ma‘or jonponent of the comprehensive projects (CADU and WADY). CADU's

izhwr achievaements in these areas seems dus to its better equipuent: ~ its
zstallisent of an autononous 3eed Division, 1ts cattle breeding and semen
procduction prograns and 1is agricultural engineering activities geared to-
darus; dereloplng labor~intensive farm implements. In comparison WADU has
only Daent atle to introduce some corn varieties from Kenya and has just
staried niaking or-gress in its cattle breeding program. WADU's lack of
prog: 255 in lmnovation development seems to be related to poor staffing and
planring. The MPP has so far relied on CADU and the Institute of Agricultural
Aesecrch for its farm implement and improved seeds requirements,

Ixtersion Acstivities

174, n the basis of the number of farmers they were able to reach,
in acstorcante with their set targets, all three projec’s i2ve been reasonably
svecessiul in their extension progrems. In fact, WADY tas already surpassed
target Lt set for the end of its Phase I. There . = some distinct differ-
enx=s betwesn the extension strategies followed by CADLU 3nd ihe MPP on one
hand and WADU on she other. CADU and the MPP center their inmovation demon-
stration aswivitiss around "model farmers" and “demonstration plots'; WADU
condutts demonstrations on various farmers! plots, following the advice of
farmers! fzroup-leaders™ snd “"demonstrators" on whieh farmer's plot to uss
for i.s demonstration. Advantages and disadvantageg can bs seen in the two
approiches. WADU's '"demonstrators," who per form functions similar to the
assis.ant extension agents of CADU and the PP, have less formal education
fhan ‘he assistant extension agents. However, uhey,are required to have an

<

]

]

é&rlcu tural family background, and they are agsigned 5 work in their owm
“OﬁTUP“'ET. They are familior with the social and zultural values of the
community, %.ej speak the language, and above all they have the se T
longing &> the community. This practice diffars distinetly from *

lowed by JATU and the 4PP, W % ak

extonsion azents do suve

>

i3
@
i
oD
:_'3
Q
cr U

ETE I [, 3 & £ e 3
tui e non criginate from the area
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175, e zounld ar 2 case of aztivicies whose impact is

no* reidily visibls strict and ceonitinued supervision in

order Lo show zood Lof aporoacn iy be more affec-

tive . 4 zood exam istribution oI the hlgq milking sross-

bred deiry cows whose irement 15 beyond wha? osne can sxpect

from t.as 3averags peasa

Snallholder (redis

176. Trers 15 a nation-wide lack of institutional credit, public or

orivate, *3 tmall-scale farmars dus to stagnant institutional factors. Most
and-heldiagy are too small and fragmentad to justify bank loans; the land

o)

)
tenant relitionships are sucn that tenants ar

o
A
e or credib risks becauss they
are subijecs to the will of ;Uclr 1a“d ords and ars unable %o provide the secur
required £y receive bank loans; the communal ownniership of land in some areas

prevens tie issuance of morigages. For this reason farmers had to rely on
local ronev lenders for credit even though they are charged.very high dnlerect
rates. 1/ Tris situation prompted all thrse projects o include crediti as

one of thelr major components.

7?7 ferms of Loans: Although the general setup of their credit pro-
rams is s_mllar distinct differences must be noted. The ATD Bank is the

only scurss of Luuds for all three projects. All of them provide loans

in the for:t of farm inputs, but in addition WADU gives short-term cash loans
for « cgumntion purposes. WADU's justification for the cash loans is the
Aolamo farmers' chronic borrowing for noliday celeorations: if WADU does not
provide cash, they will borrow from their traditional scurces at very high
interest rates, thereby jeopardizing their ability to repay the loans pro-
vided ty WaDU for production.

178. Tligibility for Oredit: After the first two years' experience

of unresiricted participation in its credit program by all classes of farmers
indicatz2d tha“, contrary to its stated objectives, the big landlords were

the major beneficiaries, CADY devsloped a policy that excluded the bigger
cultivators., e MPP adoptad CADU's modified policy from the outset. Only
WADU allows al l classes of farmers %o participate in its credit programs as
long as they are full-time farmers operatinyg within its project area. Its
justifization is that landholdings in Wolamo are so small that one rarely
finds furmers cultivating over 2 ha.

W?? Security Requirements: WADU has more liberal security requirements
titan ei-her CADU or the WPP: L;l it asks from a borrower is that he present
t«@o guarantors acceptable to the screening committee. 1In contrast both ZADY
arg the MPP require down-payments, signed lease agraements tetween tenangs

=

1/ L omove detalled discussion of the 2redit situatisn 27 che nrodest
reasd 1is given in Avpendix IV,
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and landlord; and two zccvwngle guarantors--cne of whom has -0 e the land-
lord i the “orrower is a tenant. A3 2 Jurther securiiy measir» all have
adepted the nolicy of hula:r! Jarmers jolntly responsitle for all of in=e
credit given irn theilr area.
1°C. Tiovgh not definitive, intarviews wizh some fiald agents and
oroject <taf” rave indicated =hat due o the rather stringent securily
requirerents of CADU and the ¥PP, the pooresti segment of the fargst popu-
lation mzy be excluded eilther decause they cannot afford the resquired down-
4+

payment cr nocause their landlords are not willing o sign the lease clause.
Tven for WADYJ, where the only resjquirement is two reputable guarantors, in-
tarviews havs indicated that in some cases the poorest u@nAn* find it
difficult to find guarantors acceptable %o the scresning commitiees,
L Sureening of Credi® Applicanis: Dot’n CADU and WADYU have elected
farmers! comiitiees to aid in processing credii applications. In the MPP,
craedit a'mli:ations are processed by supervisors and their extension silaff
with soms help from nodel farmers. HExbension agents are members of the
Jarmers' comaiitees in SADU. In WADU, the screening --utw$buev,‘ﬁhifh 15
composed only uf farmers, makes the final decision on who is eligible for
credit b:fora tulk order dispatches are sent to the MCC Division.

152, ZADU seems to have adopted a safer and more systematic screening
procedur: in having a series of checks (first by Extension Division and then
by *he Mirketinrg, and Credit and Cooperative Division) after the model farmer
area comaittses have processed credit applications. This devseloprment is
under stadable since 1ts due date repayment rates have been declining and
CADU has found it necessary to screen out the bigger farmers.

183. There seems to be contrasting evidence with respect to the
effectiviness of the farmers' committees in processing credit applications.
CADU finis it difficult even to bring committee members together, whereas
WADU's M3C [ivi.sion reports that the farmers' committees have Daen meeting
regularly ard have shown a lot of effort in trying to do a good job. This

is a very dist.nct difference, particularly since neither CADU nor WADU have
built-in incenvives for commi‘tee Nembers. Ths success in WADU may be due

to the greater awareness of the Wolamo people of the project's funztions and
to the traditicnal social cohesiveness and familiarity with group actions and
organizations »f the Wolamos.

.4
184. Disvursement of Inputs: The AID Bank supplies innutis, mainf&
fertilizer, insecticdides and pesticides, to all thrae prrjects, withim the
projecis, disbursemegts are made through marketing centers scatterad L ough-
out thae drofact areas. -

Performaice of the Credit Programs

LN Tamher and Amount »f Ipans: The nuwiber and azount ns nave
Zeen 2onSinvously inereasing in all three orofects axtept dur last btwo
7ears in CADY (Table 37). The decline in ihe arnouns, of credit d ibutea
by CADU i3 relited bto the marxeting problems i+ has had since 19 1. As
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Table 37: AMOUNT OF CieDI ARD wUhban OF LOANS EX1BRDmU (N ionsy Pauvkois, 1956-72
s e
CADU WADU MPP .
Crop Year No. of Amount of Average No. of Amount of Average/alo, of  Amount of  Average /a
Toans Loans(Eth$) Ioan $  Ioans Loans (Eth$) ILoan &  Loans Loans (EBihi) loan @
1957-58 189 15, 700 83
1958-55 858 158,45 180 N
15%57-70 1,759 502,876 105 727 23,039 32 )‘\
19,3-71 14,071 1,395,703 102 3,923 80,159 20 3,613 2L0,000 6%
1971-72 14,146 1,437,517 99 L,791 159,339 33 4,509 370,000 &0
157273 12,625 1,108,632 88 7,040 303,950 L3
Source CADU annual reports and Credit Section reports of WADU and the MPP.

/= Approwimate {igures.



25T zroups took advantape of the situation to
A DU was only maximizing itg prolits by

s. This 3rgument seems to nave convinced nany

i adit program. Another reason is thaz
e-t lize their plots year after year,
ought from CADU in previous ysars,
rage size of loans in the case of TADU is
policy which axeluded the larger rarmers.

a rasul . of a generzl orice decline throughout the country, J4JdU was forced
w5 offe farmers lower orizes per guintal than in previcus yesars. Local
the - Rre
b}

: s

many faimers did not sea
thers Jere using the seeds thay

zan inuoe decline in

s %0 “he :nange in its credi

gy 0

.
1o, AC

omparison of the gquaniities of inputs distributed (Table 38)
shows tlat “argzger 4uant¢ulos of inputs have Dgen distiributed in CADU. Not
only were the number of credit takers larger, but also culiivated area per
particirant is significantly larger {median farm size in Chilalo is about
3 ha. ccnpared to about 0.5 ha. in Wolamo). More seed was distributed in
CADU becaus~ carefully selected and tested varieties suizanle fo the area
Wwere gerera .ly available,

167, Vistribution of Credit amorg Different Classes of rarmers: Iy
changing ito credit policy, i.e., by excluding the bigger ﬁultlvauors from
particit tllg in 1ts credit program, CADU was able to improve the shars of
the total loans of the small cultivators. 1In general, however, the larger
culbtivators acsounted for larger quantities of the inputs distributed on
credit in all -hree projects for the following reasons. First, the amount
of inputs a farmer gets on credit are proportional to the number of hectares
ne cultivates; thus, larger cultivators will normally get larger quantities
of inputs. Se:ond, the large cultivators made up a very high proportion of
those who took “rﬁdlt

188, “hus the small cultivators have been getting a smaller proportion
of the inpurs listributed on credit not only because they own and/or cultivate
a small prorer-ion of the land but alsc because they have a lower rate of par-
ticipatiosn, An analysis of farmers' adoption of innovaticns in one of CADU's
extension areas (Appendix III) has indicated that in general tenants are

slower aiopters. It was pointed out above that the lo%er rate of participation

by tenants could be due to the fact that they find it harder to find accept-

able guarantors because of their status, which is greatly determined by whether

they own land or not. But most important, tenants may not find the whole con-

cept of retting yield-increasing inputs on credit very rewarding under existing
shars2rooping arrangements where all costs are born by tenanits without any com-

pensation aven for major improvements.on the land.

189, Assuming that nant recgavns the most f,' & share-cropping
arranvement ivailable in h JAPJ project area by paying t ndlord only
ong-tiird of his harvest as rent and one-tenth of his share as land tax,
Table 3V shows “hat over a %0% increase in yield sary to make use of
improved seeds and fertilizer profitable %o the a3s any net in-
srease i yield is profisanle to the landlord. e shared orovor-
tionately, yield increases of less thaﬁ 0% mak a profitable %o
the tenart under the above share-crovping arran
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Table 38: QUANTITIES OF SEED AND FRRETTITZ¥R nreqnyon

MmNy
PAPIY T

P T e

Gilld iy LyIL- L

Fertilizer Seed Fertiliza Seed Fertilizer S eod
Srop Year (@) {q) (q) (a) (a) (1)
1957/58 L2 977 - - - -
1958759 g rwar 2,577 I, 515 - - - - ‘
1655/70 15,308 7,925 - - &,180 154 %
1970/71 15,000 13,500 1,191 333 5,250 ] '
1971/72 34,990 Yy, 55 2,970 387 - -
1972/73 35,51 2,894 - - - -

o
DOoUrl2es

Credit Sections of CADU, WADU and the MPP,



JGMPARISON OF SHARRES TO TENANT AND LANDIORD
RATZULTING FROM APPLICATION OF IM2xOVEDR
38ED AND FERTILIZER /a
Tanants raying 509 or
sost and landlerd
Tenants Paying A11 Inpbuis Paying LO¥
Share fov Share for Share for Share for
Tenants Iandlords Terants Tandlords
Tield = 8q/12.(33Z increase)
. : | S o h B e 4 o A
Ircrease ‘n shave (3) -20.0 14.00 5.5 .50
797 dncriase -38 25 10.5 20

Yield = 9g/1w@.(30% increase)

[958
)

e n shure (3) - L.0o 2b coo 17.
a - 7.7 3

-

.
o O
@]

field = 10 ha. (65.7% increase)

Increase n snare (3) L.0o 32.00 25 .00 5.40
. increasa 7.7 57 57 13

Yield = 127,'ha. (100% increase)

increase "n swars (A3 28.00 L3.00 £3.5 22.bL

Y incraase sl 10 103 5.5
JTield = 1o, ha. '123.37% increase) »

Increase in share (3) 52.00 sh.0o 77.5 38.L

Y increas:s 100 133.5 1ke b 80
Source:  C!DU Minor Research Task No. 1 and CADU 1655 Croo Sampling.

rop 3ampling 1957, yield oer nect8re for unfertiliz
o be Sg/ha., and pric te
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away with unpaid debts.

s probably lad to a more ¢ o

due date rapayment rates have Zeen g
owers increases. OGADU's failure

ary 1lixely takea as a sign by cthe

botnem Af they failed o re

2 : I ol vor-
S def ulters fTo cours Was
mers that no action weuld be taken

194, Actuasly CADU has plans %o take
21l farmers before th: iven
than for a number of reason
that as prompt action as CA
oparation by the local zd

defaulters to court and nmakes
g credit, but 1t could not effe tively
5. rirst, the court system is so
DU would reqguire iz impossibla, beconu,
ministration is necessary in order o sn-
pa/ments, and this coocper ation na3 not been forthecming. Third, local
Zroups sook advantage of the situation oy arguing that CALU did not
nelp farners but to imprison them. “Without full supnor®-auid coopéra-
ins tituticns and local aanlnl;tranwona, the projects will con-
dirficulty enforcing their policies. It was pointed cut above
the PP require down-payments, based on the generally accepted
b“lle a’ small farmers are worse credit risks than large farmers because
they have ¢ gr=zater tendency to 2ither divert production credit for consump-
tion rathe© than to repay thelr dabis. 3ut experience from WADU, where no
down-payme 1t 13 required, seems fo refute the argument, a3 WADU was able %o
achleve rn>afvanﬂ rites of 8% in year 1 and 95% in year 2 compared to about
904 for ye ar 1, 5% for year 2 and $2% for year 3 in CADU and about 50% for

-

J =
year 1 in “he MPP.
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199, soma coservations ﬂcu‘d oe mTade as Lo why WADU w.s able to achieve
2 higher rrpayment rate in spizz o7 less stringent securitv requirements.
Tarmers in the WADU project area produce cash crops like .. ffee (in addition
o zZrains; whese prices have been recently maintained at higher ievels com-

o

to cereals, giving then 2etter chance of making timely repayment.
nwras ., firmer's in CADU an<d the MPP grow mainly cereals whose ?rices
een recenitly continuously declining, thus jeopardizii ng the benefit of
i1t program to the borrcwers and conseguently thelr ability to repay
deote.  3ut the most impor-ant reasen seems to-bs tied up with the
ing habits of the Wolames. They are used to o&rr 1.7 for noliday
racions from local money lenders at hieh interest rates. Since Will
iecided %o give them this credit at much lower i@@erest rates, they would
Lo maintain good faith with WADU by showing a sgglinvnn%s to pay back
on. tinte.  “his desire is further reinforced becau YADU has Srom the begin-
ning excluded 111 farmers from 2 ziven area from future craeditc programs if
repayment i'er the area falls below $53%. CADU has just recently adopted such
a policy.

4L 1 R4 . - -~ - ¥ , . - Y - w oy o N -
O The importznce of a1 z-ricter credil zolleciion syshem Than the
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like credit ‘rom
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wively inplerent
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197, Orly CADU and WADU have ouipui-marketing components, as the

MPPlg narbkatng commponent nhas not veen operative In the first swo years.
Althoush toth atbtempt to ensure higher prices to participating farmers,

thelr aipproaches have so far been different. CADU initially <ried to utm¢fe
competiticn wn the local markets ty purchasing grazins from farmers at prices
TEhi0. 70 to th31l.50 per zuintal higher than existing prices. This lad to
considiratvle losses for ZADY although the farmers! opticns for discesal of
their rrain were widened. During the 1971/72 season, JALJ decided to orfer
a guaranteed floor orice Dased on a forecasted average price for the year,

s

This s4rategy also failed because uranticisated wheat imperis by the Tthiopian
Grain Jorrvorstion depressed prices far below the forecasts made by CADU. The
third sitreterry, which was tried for a shorbt period during the 1972/73 season,
was to let firmers bear some of the marketing risks by instituting z two-
payment system. Ninety percent of the existing local marke! price was setb

as the first payment, and secona payments were to be macde Irom money made

oy storing thie product uniil prices reached a more favoradble level. This
stratezy rev:r workad Decause farmers refused to sell their produce to

TADU, Torcin; CADU to revert to its original policy of making a 1007 first
paymenh,

128, WiDU's marketing strategy is to let farmers partiripate in any

risk iawelved with unexpected price declines. This is ahﬂomnl‘sned by paying
farmers orly S0% of the anticipated =ale price of any product as a f{irst pay-
ment, sitl a promise for a second payment if and when the realized sale orice
more taan covers the first payment plus the handling and storage costs. WADU's
maln obstacl:, in this respect, has been its inability to ”orecast preduct
prices with Jome degree of certainty sush that second paymenis are ensured,

For example, it wad unable to make second payments for some of %he troducts
bought during the 1971/72 season because they were 5till in stock by dJanuary

= 1973, Failure in making second payments could generate nmistrust among far-

& mers bacawse WADU's f:rst vayments, particularly those for grains, are usually
“ smaller than the pricss loczl merchants of Jer., .

o159, mere are at least two reasons why the marketing comoonent® of

v

SADU and WADY nave so far veen ineffective. First, both JADU and WaDU handle

such an insignificant oreportion of the %o.al marketable surpluses of iheir

respechive areas that it is diffizult for them to be able “o inTluence vrices
-

o any significant degree. Zecond, their ability fto compele effsctively with
private traders is greatly hampered by -heir relalively k randling cos.3.
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quintal comparad Yo
To provide a hizgh
bstantial losses.
quiras research into
J1II. SUMMARY OF THZ FROJECTS' COSTS
2Cu., Tha cost flgures of the three projects are not easily comparable
Sor severa.. resiscng, rirst, the projects' components and their sizes are
different; se:ond, they have been in operation for diflerent lengths of
time: third, their cost figures are wroken down differe ntly; and fourth,
the veliab 1it; of their cost figures differs considerably. Separate analy-
ses of the prciects' costs will therefore be given berfore making 2 rather
csrude compirisan of the cost figures on the basis of thie number of farmers
reached ani tre number of hectares developed. In all uisas, cost figures
include al. ccst items {be they in cash or in kind) fru= 311 Tinancial

sources, eccivding depreciation on buildings and enulpment and interest on

invested ¢:ipital.

SADU

201, '3 total cost is estimated at Sth313.8 million during the

1957/5¢ veriod (CADYU FPhase I) and %th330.5 million curing the 1970/71-

167L/75 _JADU Phase II) (35). The Swedish cont ribution includes salary
ind acce a0 of the expatriate staff, cost of feasibility studies, draft-

ing and enginecring needs, training of staff outside Ethiopia and 57% of the

investment and cperating costs. 1/

202, The Zthiopian Government supplles he reqguired land 2/and DAY S
salaries and housing allowance of Fihioplan high- and middle-level staffi. It

also pays for training of non-projscs
investment ani oserating cosis. Tosis

studies are s.arad equally Tetween ihe

staff and the “emaining share of the
of implementing results of feasibility
WO governnments .

2C3. Of tre total th313.8 milliion spent during CADU's FPhase I, L3.1%
was 2lassifisd as operating costs and 55.9% as capital costs (Table LO). In-
vestments in cornstruction and starff salaries and accommodations, whichgac-
counted for L2.5% and 35.L% of the total costs, respectively, were tha-major
costs., i .
»
- a
1/ SADUTs Phase I costs are actual expenditures; Phase IT cosis are
5 - - 5
2/ . In a few ses, privately owned
e roj uired by ziving the owners replace-
men s Trom governmen®t land., 1ajor purchase of land by tne Zthiopian
Govornmen®, was needec except in z few instances.
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Table LO:  BRZAKDCWN OF SaDU'S A3TUAL 20STS, 1767-70 (3tn3
1557/53 1959/48 1952/70 Totzl
Jperating Justs:
Staf’ 772,100 1,752,500  2,520,LC0 5,Gl:5,000  35.4
Travel aad transport 123,200 321,L00 30, & 785,200 3.7
Admiadsira ive
ex 3ens 83 15,500 115,300 b3, 500 109,500 0.8
Purciases  of services 83,200 255,300 Lol 300 535,000 5.0

~~
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Cross
cest

3 S

oreriting

281,000

) L, 300

oy

1,288,300 3,038,.C0 L

,95h,L00

Revenue __ehg,e00 907,500 2,154,800 3,211,800 23.9
Yet operating costs 1,039,100 2,130,580  2,799,5C0 5,55¢,5C0  L3.1
Japltel Josts:
Investmant in
censtrustion ¢3L,200  L,L15,000 595,800 3,545,000 La2.s
Investmeant on
squiptert and
1 vestock 337,300 585,200 257,L0C 1,h80,400  10.7
Inv:stmant on land 359,000 - 8,000 377,0C0 2.7
Invastmenﬁixlraad o - 81,700 - 31,5CC 3.5
Capital cc%}s 1,3Lk1,000 5,181,700 851,200 7,883,500 5.9
Total cost, ;é 2,880,100 7,312,300 3,550,800 13,333,LC0 1£0.0
Sourca:  Compiled frem information nrovided by nanca Depar wmans.

SADU s W

¥
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DUADN
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Total

- ~ . P . ) - P Ea
__Jost Categories 1970/71 1971/72 1972/72 1973/7h 1974 /75 5 ‘
B catrioste stalf

tafaries 1,390,500 1,209,000 5,000 750,500 120,000 L, y08,000 511
Tthiopian siaflr gelaries Sho, 500 598, LOG 850,800 37,200 1,007,000 L,03%,6. 13,00
Het operating costy 1,135,500 1,219,000 1.337,5%0 1,255,500 1,201,700 5,150,260 "), 22
Investmant on consvruction 700,000 LG1, 500 112,560 LU 1,589,000 SO
Tnvestment on e uipment 527,530 555,1L0 ERANS IS L 180 179, 3L0 1,898,9 5003
Other cosbts

{"special crvish)//a L907,000 Li82,600 L50,000 434,000 L3k ,000 2,250,0 7.52
Unullocated funds

{tesarves) ,OBV,DJO 1,27 8 4000 3 2, ;000 L,@?G,Uu) L ,0uh 000 31.16

Totlar

7,540,230 5,8LL,0L0  7,51%,0L0

L,821, 760

,672,0U0

100,00

Source:  "Tentative CADU Programme 1970-75% CaADU Puv ication Ho.
/3 “tese iaclude cests for hiring consaltants, train

25.

iing of high-lavel s
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v

I oand

contingencies.
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Table Ll FINANCING OF WADD PHASK I 208785,
T 19s2/70-1573/7h
Fiancias o T N
Sourcs TLhd !
iCs 8,135, 7l 59,39
Zohisolar Government 2,733,000 23.31
United K:ngilonm 257,750 .75
Nin=1ld Focd Program 557,750 2.5h
Tetal 11,72h,250 109.00

T

208, Ma total cost for the MPP over a sit;yeﬂ? period (1971-7%) is
estirated at about Bth37Q million (Table L3). Cost estimates for 1G671-73
were basad on BPID's Loan Appliication to IBRD/IDA and for 197L-75 on the
MPP!; Appraisal Report. The foreizn exchange component of tha Zth3Sh millisn
&llozted for the 197L-75 period amounts to about 4SZ. Since the cost figures
ware based on 1972 prices, a price contingency allowsnce is wmade for price

incr sases of L% per year (Lh).

Investments account for 26% of the total cost, compaved bto

for farm inputs and L$% for operating expenses. Staff salaries alone
ot for 28% of the totsl 197h-75 costs (Lli). Techninal assistance from
0 and “ontrlouTloﬂs by the BHthioplan Government will cover the
a3y years' costs, Ju**nc the second three years,” IDA credit is ax-
ad "o sover about 817 of the total project costs, 1/ technical assistance
STA 1bout 9%, Ethiopian Government contributions about 7% and coniri-
n3 from participating farmers about 3% (Table L5). Farmers’ contri-
ns represent the down-payments for purchasing farm inputs on credit.
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1/ IDA credit will cover 80% of the foreign costs and 82% of the
local costs.
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Mission Report,

March 1573,

Tabl h>. BREAKDOWY OF THD MPP's S57TMATID JOSTS, FISCAL THRaRY
o 1270-75 (E28n31000)
T - - T TTotal -
Cosh GAtegor 1971 1972 1973 197k 19751975 R
Farm inpu.s
Fertiliver 293 12 2,208 1,270 1,537 1,532 8,122 11.57
Sead 11 27 122 Sl 213 L19 3u0 1.27
Farm islemanis - 13 L3 33 33 79 223 0.32
Storagn - - 1 10 25 L7 32 0.13
Miscellinsecus
supplies - = 85 125 150 391 0.5%
3ia-total 30l £32 2,393 1,373 2,108 2 AT 9,587 13.20
Japital iave: tmonts
Headquactet s 1h 71 <h7 512 262 32 1,533 2,32
Obsarvasion areas 73 9 g 9 9 9 118 0,17
Denons™ration
5Iead 108 1584 137 137 137 137 820 1.17
MP aress 96 1256 153 9 35 1,015 3,257 L. 56
Roads - - 316 2,855 8,313 12,185 17.35
Coop dcvalopmant - - = 55 35 5 195 _o9.20
Sub-total 291 370 855 2,549 L,296 9,832 18,213 25.95
Operatin;; sxpenses
Headqu:rters 882 1,301 2,727 3,050 3,153 2,520 3.753 15,50
Observetion areas 2u3 252 25h 286 289 284 LOL7 2.30
Demons ration
“araay 18? 388 BN 31 caba 341 1,939 2.75
ME are:s 551 1,L3L 2,3h38 2 995 3,930 4,858 15,275 23.19
Coop dawvelopmant - - 71627 23 L85 0.5%
Sb-total 19/()3 3 }JLL‘Q 1L f f)((_ 8 3”7\ )1 071 };8.»{@:
s
Project 1rep. -
and plinning - - - 765 755 770 , 300 3.0
L3
Price coutingency - - - 8§58 1,713 3,33h 3,705 Sl
Total praject cost 2,553 4,557 8,509 12,348 £,753  2L,9h1 70,175 10.00
Source: MPP Prodect Loan Applicationdio\IBRD/IDA, Hay 1972 and MPP Appraisal
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favle bS:  PUOPOSED FINANCTING rOR THE 1% 175 PIRIDD, MPZ
- LShn3 millions)

3as% o Soarce of Munas
Jategory Farmer s min.Govarnm 31DA 1D4 Toégzj__
Tarm inouts 1.87 - - L.52 5.1h
qural roads - - - 12.1% 12.1%
Titensisn services - 3.84 4.3 18.58 27.51
Tra&z ¢ preparation
and rlam.inz - - - 2.20 2.30
Unatloate! S S 7 S A
Total 1.52 3.8l .96 L3.70 DI
“ercntage 2.81 ?.10 9.?hwq'ég.é§_ ) iéb.OO‘
Source . PP Appraisal Mission Report, March 15973.

Compar:son of the Projects' Gost

21 0. It was indicated that, among other things, difference in cosi
categorizaeticn by the three projecis makes cost comparisons difficult. Tn
an of vt to ovarcome this shortcoming and arrive at some comparable cost
figures, estimation of per hectare dovplon'ent costs and costs per farmer
reachel will be made. Some sinplifying asswmtbious will de necassary, how-
eaver. "Developad land' refers Lo either fertilized land and/or land planted
with inproved seed varieties. Q(Other land improvements such as soil CQﬂSer"
vation anc. inproved seedbad preparation are not considered, noi because they
are wilmportant but because they cannot be fully taken into account on the
basis of zvalable information.

217, The asswsptions can be justified on the vasis of the projscts! major
zoal of raising the incomes of small farmers, which is to be attained through
increased orop yields per hectare., 7This method implies :that improved sseds
and fertlnlzer are the best means of attaining the ndjor goal. The hastarage
astinations Cor WADU and the MPP? (on the basis of the above assunption) were
found to te very close to the estimates given by WADU's project directicn and
the XFP's Aporaisal Miszsion ﬁpnort (fable L7). CADU's figures could nct be
cempared ~rith other estimate
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212, sno-ner problem is ot identiiy the numter of farmers the projects
hetrs reashed,  Jhould the pusber of farmers “res o ied’ ta defined as those

who rave racelved odtensian servic.:s {i.s.gaioae whe rave actively particz-
nated in the demensiration of Limnovati se Who have ra-
seived extersion, cradit and marksting servic oblem diminasher

for WADT becauls the same number of farmers have bee ched 0oy the exten-
sicn, credi- and marketlrg activities. Besides, si 1 farmers are eligibl
to partizipete in WADU's credis program, it can te aiod that 1D o farwer

is convincec o the value of the innovaticns ag JGemenctratad by the exiension
Program, he W‘L; normally take the inouts vrovideo by WADU as thare Is no other

213, ‘rn the case of CADU and the MPP, the largsr farmers, who nornally
take zdvantioge of the sxtension programs bubt are ineligible for credit, get
the inputs for cash from them and from private supplizrs for cash or on cre-
dit. T* ese farmers are not includad in this analvsis, which nrobably there-
fore uncere tisates the actual number of farmers reacred and hectares

oh the zmaller fan

Neverthsles , 1ll costs are incurred in irying to rea CTG
(irrespzzti e >f tha effort's effect oa the larger . LU seems appropriati
tharefcre, «© 1531lgmn all costs Lo the target popula i.e., the small
farmers,

210, whle L7, which gives a yearly breakdoun of the total cost, number
of farmers Leazhed, cost per farmer, rmumber of hectar=s developed, and por
hectare dev:logm&nu costs for each vroject, has been urevarad on ths basis of

the avove a‘*uvntion* The capital costs incurred in a particular year should

not nersally be totally accocunted for that year, but Shere was no 1n;crmatwon

on rates of depreciation, Admittedly the figures are rather crude, and in sow

cases tleixr reliabvility could be legitimately auestiuned, vet they point out
some interestisg relationships. 1In all thrse cases, hoih costs per farmer
reached and c2sts per hectare developed weras h t the beginning ecause
faver Z:rmes participated and because a larger portion of the costs was in-
curred «n iifrastruciuvre (wmainly buildings). As the pro t
however coits per farmor and per hectare declined considerabl
>3

surprising .5 that coss per farmer <eems to be 2bout whe same Laree
prefects, e en haurq the number and intensity of their components are dif-
: develonad seems to e zenerally lover for
WADU.  If these figures reflect an accurate
picture. tho 19?1«”3 Fﬂnimum P cxage ?zog a1 can haraly @e defended as being
o v p T ™~
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* € T .
Table L7: ANNUAL BREAKDOWN OF THE TOTAL PROJECT COSTH PIX PARMER .
AND FER HECTARE FOR CADU, WADU AND THE MPP /a ,

e i, AR ORI

1987/48 1488/49 1969/70 1970/71 1971/72 1972/73 1973/ L9/t LY 09/ 75

Total oroisct

costs (Buhd) 2,880,200 2,312,500 3,580,800 7,5ChL,230 5,5L4,0L0 7,519,0L0 L,B21,7B0 L,572,0L0 -
Mo. of farmers

rezched 189 686 L, 769 1k,145 15,071 15,000 15,000 15,000 -

¢! ~ 48 o A ol n 310
Cost/farmer 15,239 8,239 768 531 Lis co8 321 312 -
No. of ha. dev. 977 L,515 15,308 56,000 3,990 35,519 35,000 35,000 -
~ * e I - -
Cost/hactare 2,9L8 1,520 239 163 157 215 138 134 -
ADU
Total project /o
- + - o - o] r o jo ~

costs {Eihd) - - 3,207,496 - 3,525,291 £,338,88L z,8L2,58L - -
No. of farmers

reazhed - - - 3,923 L,791 7,040 8,000 - -
Cost farmer - - - 818 738 332 330 - -

-, Il Vd

Yo. of ha. dev. - - - 520 2,535 6,582 §,538 - -
Cost/hectare - - - 6,168 1,395 250 277 - -
PP
Total project ) , —

costy (ELh) - - - 2,558,000 1,857,000 8,909,000 12,348,000 14,753,000
o, o farmers

Teachod - - - 3,613 L, 509 13,500 0000 SO0
Cost farmer o - - 768 1,623 555 L12 25k 2
No. of na. dev. - - - L, 800 5,830 25,300 52,300 503,100 100
Cost /hectare - - - 533 475 339 235 185 158
>urce: Plentabive CADU Frogram 1970-775; fAppraisal of ihe Minimum Paclkuge FProgram,"March 1973, and tables

rom Lhis report
t 4 P 1972/73 are bascd on whe appraisal Repory for ins MPP, Teatative CADU Program 1670-75

ol iroen bt iyt e st g b A LAy
cL Uireclion matimanes 10T wWalls,

~
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T, BENEFITS CENIRALED 3Y THE PROJEOTS AND THEIR DISTRIZUTICN

Tstimation of Benelits

215y, It is impeossible %o make a numericel estimate of all of tha vere-
fits of tie package projects. The bast assessment mus® be a combination of
nunerical value Zor the changes in net incoma due to the projects’ activities
and auzli-ative measures such as changes in ocutloox and expectation of the

'.J
<
t.h
¢
s
[his]

rarget populavien, changes in their 1is
consumpticn and expenditure patterns.

conditions, and changes in theix

216, 1Estimated benefits? in this analysis refer *o increased crop
yields resuliing from the introduction of mnew technologies and from increased
prices duva te improved marketing provided by the projects. Several importiant
benefits have bheen left oubt of the analysis due to dirficulties in quantifi-
cation. For eximple, benafits arising from improved local imolements, from
improved seed virieties distributed outsids of the projact areas, frow -.lLo-
creation of employment rfrom the improved health o. iivestock as the result

of the veter’mnary activities and rfrom home econgiildd "aBiaivities loarms onai '
veen acccunted for., Thus, the estimated benefits here sre "minisum benefits.!

217. Tha comprshensive projects, which have several components such as
water surbply and health programg whose benefils are not as easily counted as
increases in yi:ldsg, and which considerably benefited farmers outsidz project
areas, find their benefits underestimated with respect to the MPP., In fact,
since the MP? i3 a direct outgrowth of the comprehensive projects, primarily
CADU, sore ol the benefits gensraced in MP areas should accrue to the compre-
hensive projacts,

3}

stimaticn o the EKconomic Rate of Return

218, Essiration of the economlc rates of raturn for WADU and the MPP

are basec on projections made by the appraiscl missions of the iwo projects. 1/
3ince these -wo projects, particularly the MPP, have been in operation for a

short time aid since their data base 1s very poor, it was not possible to nake

an ex-post bmefit/cost analysis as a means of updating the projected econcmic

rates of revuan, CZADU's s2sbimate was periodically up-dated as more information
became availibls.

219. In all cages, all project cosis havs baeen included net of taxes,
duties ard ravenues -aceruing to the projects. In the case of WADU, no residual
value ha: been assumed for project houses and buildings because no immediate
use was ueen if the project terminated after Phase I, but since Phase II is
being prepared and the bulldings have a positive salvage wvalue, the rate of
return for Fhase I has been underestimated. Both for WiDU and the MPP, a
shadow vwage rate of zero has been assumed for incremental family labor and

for unskilled labor for recad construction and maintenance. 7This assumes that
the zost of the economy for unskilled labor is zero in ferms of foregone pro-
duction,

1/ Details in Appendix VI,
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220, yher sdiusiments have been made for estimsming the rate of
ceturn for the M2P.,  For example, ¢o 573 of applied rassarch, arimal hus-
pandrv ard noma economizs activities nave Seen excluded bhaczuse they
relate to rutire innovabions not taken into accouni in *he benafils,
Since the number of new farmers participating is expecrted to f3ll sharply
after an MPP has been in operation for seven years and is expected %o
cease after nine years, operating costs per MPP have been made to decline
dually 1s the nesed for extension sarvizes iz expecisd Lo decliine over
time,
221, The sconomic rate of reburn for CADU was estimated at 18%, over
a period of thirteen years. Current estimates pu® it a® 19% over a period
of ten years, which is in fact a conservative estimate since cost astimates

have so 2 heen coineiding with actual costs while realized aconomic bene-
£it; have Deen greater than sxpected. This estimate of the zcenoric rate
of return is based on the assumption that CADU's Seed Division, Cattle
Brecding Tivisisn and Marketing Division #ill keep cperating as seli-sus -
taining wits throughout the 1ife of the project.

no
nNo
[aW]

The egonomis rate of return for WADU, over & tweniy-year ueriod,

is estimated .t 13%. If farm labor costs are included st the on-going
rates, intteal ¢f at a zero shadow wage rate, the rate of return droos o
11%. 3y i1ocugily dividing project costs into SL¥ for the highlands and L5%
for the scttloment schemes, the Appraisal “Mission estimated a rate of return
of 9.5% “cr tae highlands and 17% for the settlement schemes (L5). Assumed
crop yields o 13, 12 and 8.5 quintals per hectare in %Zhe hiszhlands under-
astimated the benefits because year 2 average yields in the highlands were
21, 17 and 9 pwintals per hectare for malze, wheat and teff, respecitively.
Settlemen: benefits were also underestimated, as assumed yields per hesctare
were 13, %.5 5 guintals for malze, cotton and chilies, respectively,
wh seas acersze ear 2 yields were 21, 10 zand 9 quintals. Firthermore,

nE activities with ginger, hides and uO’H ) erate snme

ceo gen
aceounted for in astimating the rate of return.
ro’act has been svending more tnan antilcipat
ted rate of return.
i
EM N the economic rate of return for the HMPP as estimated by the
lon is 15% over a tann ty-Sive year period. Thi" estimate

nssr rative compared to the LOY estimated by the Drn“a"a on team ¢f the
MPY Lnﬁn wwplication to IBRD/IDA (L1). 4An increase of 2079 the cogt of
ingats woald lower the rate to 117%; an increase of project oene‘i*s by 10%
VOFLd raise iha rate to 21%; and the combined effect of both factors-wonld
give an eionenic r@te of return of 17%. >

- bl
22, The proiscted aconomic rates of return should not be take
value due to the experimental natuve of the projects, espacially in
of WADYU and the MPP because the gquality of data on which *he ovroje
Were based 1o vary poor. Hetbter estimates could be derived as mere
i zained frem the projects themselves and as astinates are updated T
cally. Since the intensity of extension and supporting achivities is vm11L8T
in the MFP than in thz comprehensive projects, MPP's risk is probably greater

o
o '(n
&

P‘ J’~.
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y Tor vary stori-iterm conlf“~ , 85 that their undsrstanding of lecal
ns ance oonsequently thelr ability to make expected contributions may
ully re=lized. Furthermore, the wmost critical components of tne pro-
erelit ant marketing, are sxpected to be underiaken by cooperative
ies, whese success under existing institutions, standavrds of infra-
rure and masagement skills of peasant fsrmers s vary aquestionable.
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25. Thi. a-gument is not intended to imply s

10t have teen uniertaken but merely to point out the dar ]
tiing tco> mch confidence in the estimsted rates of return. In fact, pro-

rams like CA WU, WADU and the VPP, which offar the best means available of

reaching 3 1akge proportion of Hthiopia's rural population, could be justi-
fied aven if -he rate of return was much lower, if' the couwatry's major
anlnctive is in Tace Lo improve the lot of rural people.

Dis<rizution »Hf Benefits

226, DMisvrivution of the benefits generated in theses projects is closely
related t¢ the way the income-increasing inputs have been dlotflout“d 1t

was pointed out irn the section on credit that afver finding a marked tendency
for tne benefits to ve maldistributed in favor of the wealthier large-scale
farmers, UADU linmited participation 1n its credit program to cultivators of
22 ha. tor landowners and 30 ha. for tenants. All cabtegories of farmers par-
ticipate ‘n WADU's credit progian, th Justific atlon veing that holdirnzs in
Wolamo ravely exceed 2 ha. The MPP has at the outsei 1imited participation
to cultivators ¢f less than 20 ha,

zntial benefits have accrued ito nroject-area [armars since
£ CADU. Recent estimztes by the Flanning and Evaluation
o

the average real income of farmers actively participating
has been increas 1ng at an annual rate of 507, or 3th$337(7).1/
of the average housencld in the project 2vea as a whole, in-
ticipants in CADU nctivities, has been Lntrna51ng at 107% per
per year (7). Comparad to JADU, benefits gensrated by botih
have $0 far been small., Year 2 henefits Lor WADU, due o
impraved seed varleties and fertilizer, are roughly esiimated to be

8

Tth3.C6,000; yea 2 benefits in nine MPFPs dua to {ert111Lav alone are
estimated at SE0,000) and year 2 benefits due to improved wheat -
varieties and :9rtili7er in CADT are estimated to he over Eth$630,000? 2/

. In fact, vy year L CAIU-generated benefite almost Fthh million. .

1/ The iicrementad inzome per farmer, participating is WAIU's
activities, is estimated at Zth$hY (or 35%) for year 2 (59).

2 gstimaticn of these benefits will be pointed out balow..
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7f course costs are higher for CADU than for o » WADU or the MFP,
Tut benefizs are expected to excesd costs by ye & in the MPP compared
to 7ear £ in both 7ZADU and WALU (Apcendix VI).
223, "y bonafits zre basaed on net yield incrazases due to Tertilizaer
and imgroved ceed varietiss. Pecauge CADU'S coraedii oolicy has changad aflter
4 reviaw of its cradit prograe, znalysis of the distribution 27 bensfits
will include the Sirsh tnrea ysars of JADY 1o ses the offect ol the itwo
aniicies. nalysis of wthe distribution of Densiils in voth WADU and the
VRD 07 Be basad on only one year's activities dus to limitazions in data.
Howevaer, sirca thers was neo policy changes in sither proj Ject, iw i3 very
wnlikely thr ol 3 e 5 ‘ 2 £ 1

i r QU o

> x Hote)
‘ornation on area cultivatad was not availavnls., In 3ome cases,
1d ownad could b2 a better neasurs of income ithan area culiivated
niowner may himself be cultivating a small pilece of land while
time gasing large tragis on a ;naxcul cpping or cash-rental casis.
Table 3: TITTMATES OF LMCRE/ENTAL YIHNIDS DUX TO IMPROVID
SEED 4ND FERTILIZER, CADU, 1957-70 (IN QUINTALS
1557/58 1988/5¢ . 1959/70
Projecs Die £o ue to to The wo Joe 1o tue to
Area jesa Fartilizer 3eed Fertilizer Sead Fortilize
orsh 3 3 5 3 2 5
3outh 3 O 3 L 1 3
Jour e ADT Srop Sampling 3tudiss and JARU Fublization o, 85,
230, Jizzribution of benefits is very much parallel sétg tha disbri-
z o~ ¥ < ~ .
cution of redit (Tables S and LS). Thus, there was a distinst gradual
shift 'n Qemeiit distribution in favor of tenants and small gwner-cultivators
After CADY acopted a restrictive credit policy. 1/ I% should ve noted, how-
aver, :na* ore-third or cne-half of the tenants!' gross benefzts will actually
go ag -ental payments bto the landlords, who contribute nothing to production
IDSLS .
4 Tven though the big landlords have deen gradually axcluded from
- directly particivatineg in JADU's credit orogram, they were [Cinancially
atiz to buy fertilizer and improved seeds for cash, ana even on credib,
from nrivate fertilizer companiss.
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Table 50:

GROSS BENEFLLS DUS '

(U PERTLLLLIMG AND 2eisve s o oD

Do e e A e e ATERT O

Yield Net Yield Year 2 Acroage
Crops by Pre-project Year 2 Increass Lereage Price Gross % of
hrea Yield{q/ha.) {a/ha.) {q/ha.) (ha.) Year 2($/q) Benefits(3) Renefiis
Highlands
Malze 8.0 21.0 13.0 196 z 29,855 7.4
wheat 9.0 ¢ 20.0 11.0 59 20 15,180 3.7
Teff 5.5 10.0 L.s 908 25 102,150 25.1
ttlements
Mzize 12.0 24.0 12.6 9ho 12 5y 350 33.1
Cotton 1.k 10.0 8.k 223 55 103,019 25
chillizs 1.0 9.0 8.0 L3 50 20,5L0 5.2
™
Total L0S,201 180.0

Compiled from WADU

Annual Report, Year 2, and MCC Divisicn filas
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231. 3ince inpuis are given out on Lhe basis ol the number of nec-
taraes a rarner cultivasas, the absolute amoun® of benefits going to the
Targas “nrmers 15 greater, In this respect, the distribuiion of benefitis
is net very different from the distribution of land. Bu% the per neclare
haneiits can diffe

3

at-naize-rape rotation, CADU =stimated the net
Lo be 2th$228 for farmers usine their own machinery,
en!
e ]

-

e
3
r depending on whether a Tarmer uses nodern machinery or
at i
%

“or those using rented wacq1nary, qq@ ?”hoi”é for non-mec‘nari ed
here 15 no informati

v {2¢). But in as nus
mcdern machinerv, thei

3 oen eyt

s

n as thp largef Tarmers are the most llkeLJ
ir venefits must be higher on a ver hachare

232, Tstimation o7 WADU's gross benefits due to improved seeds and
fertilizsr for year 2 is shown in Table 30. Sixty-three point eight per-
cen® of the gross benefits of the project were derived from the <sttlenant

schetes, compared to only 36.27% from tho highlands! nhars e mumber of farwers

is nach larger. This difference implies
beneficiarres, if 1t is assumed that the
ment sclemns are distributed thera.

sattlers were the major
serkled at the sediivw

3. Hectarage on different crops under fertilizer or improved
rieting, classified by differant categories of farmers, is nobt availablse
for WAD. However, assuming that the amounts of fertilizer taken by dif-
ferent categories of farmers give a rough indication of how the benefits

were distribated, table 51 indicates how year 2 gross benefits were
distributed ameng the hlgn*and farmers. The landowners, who accounted
for almost 804 of the heneficiariss, accuunted for almost 83% of the

grous banefits, compared to only 119 and 6¢ for the tenant-owners and
tenants, ”baU“Ct’VPljo

Table 51: DISTRIBUTION OF Y¥AR 2 GROSS BENEFITS IN THE
HIG am‘ms 3Y TENANT

isification oy Beneficiaries Fartilizer Taker Benefits
Tenincy Number % Juintals 7 ntho E

=
4]
3
5
ot
in
H
4]
O
i
et
=
ok
AV
GO
=4
r..J

16,150 11

p
Tenint-oWwners 112 7 10 75 5 8,831 5
Landowner s 1,80 = 79 988 83 122,155 83

Total 1,771 100 1,1%. 106 1h7,185 100

Sovrcea: Calrulated from information on year 2 Credit Program.



23h. As in WADU, information on the ar=a under diffesrent crops is

not avaisab e for the MP?. However, the rate of fertilizer application is
vmown and estimates of incremental output dues to the use of fertilizer ars
availibl... Thnarefore, a rough estimation ol the gross denefits due to
fertiliz: r tan be made using GPID's estimate of cerezl area under different
crops an. i3 shown for the 1671, ssason in Table 52. Since 5,0C0 quintals
of ferti dzar were distributed i the standard rate of appli-
zatlcn 1 one guintal of ferti re, then Cartilized hect&res
under di ‘ferent crops are =stima ing - parcentage breakdown of are
under difearent crops provided by PTD

Table 52: BSTIMATION OF 19.1/72 CROSS BENEFITS DUZ TO
T ARE

FERTILIZER IN NINE M?? AS
- ' Incre- incce-. - TTrotal T

Total mental. mental Jalue

% of Total Area Tield  Ouatput  Irice oI sutpuk
Crop  Ter=al Area {ha.) (a) {2) ($/a2) {zth3)
Taf? 31.0 1,550 .k 3,370 20.3 169,911
Whean 12.7 535 .k 3,Lk29 18.0 581,722
3arlay 9 L3 5.4 7,328 10.7 73,11
Sorzhum 17.7 863 iL.7 13,010 14.05% 182,793
Maive 15.7 7385 11.9  9,3h2 ¢.35 87,3L3
“otall 100.0 5,000 - - - 580,177

Source: MPP Program Loan Application Lo IBRD/IDA and SPID Tradit files.

235, A rough distribubtion of the gross btenefits betwsen cultivators of
dif’erent size areas and between tenants and landcwners in the first nine

MPP arsis is ziven in Table 53, using the assumpition that the amount of #fer-
tilizer taken oty the d;_,eréat categories of farmers will give a goad indi-
cation of how the benefits have been distributed. Here azain, the dist¥ibution
of the gross bnn811t89’5 very similar to the distribution of land, as ti#® lar-
ger owners and/or culiivators accounted for mest of the benefits. =

236, Iw general, landowners and/or larger cultivators constitute a
larzer pevcenzage of all veneficiaries becauss they seem to be fasiter adopters
of the new t chnelogies and hecausSe it was ezsier for them to get Lhe naw
terennesozies on credit.  ASs long as they cultivate less than 20 or 25 hec-
tares, th? security requirements are less restrictive {or thnem than for small
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There is very little the projects can do by themsealves to alleviate
ircome distribution problem, since it is deeply entrenchad in the country's
: iz land-tenurae system. The proiects, particularly ZADU, Tave besn
“he system's weaknesses more vividly, and they are pressuring raes-
~gencies {or improvemeni. Hiwever, nothinv siwnl:lcan nas- bean forth
soming. A\ revealing weakness of the system is the fact that neithsy the tax
1ssessments nor the btax collections have changed in areas coverad by the pack-

age projects even though incomes have definitely increased (Table Ski). For
example, an incremental income <P about Tth3h million in 1$70/71, within the
JADU project are alone, has sscajsed taxation sltogetvher (nppendlx vI).
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Indirect Benefits and Zffects of ihe Projects

238, Mo study has been made so far of the indirect benefiis or spin-
off effacts of 2ny of the projecis. The study is too early Ior the PP

3
rchably for the other projects too. However, even rreliminary analy-
o 1ld ¢ive come insights as to what to expect and may even suggest
sery <hanges in the on-going? projects and improve the planning of nev
amg,  For example, analysis o CADU's credit program led to tha modi-
" 2ADU's lending policies as well as enabling the MPP to plan

nrogran more car=fully.

PP
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fuuld be worthnwhile to look at scome of the more vivid indirect
ese projects, partléuxarly CADU. A consumption survey has
completed in a smail area within CADU where it is believed
strongest impact.l/A preliminary analysis of the study indi-
fcod consumption in general has increased and more protein and

¢ are teing consumed now than in tho prast. The study also in-
people are now buying more luxury items such as clothes ana
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2h0. nterviews with CZADU staff, local officials and avea farmers
indiza.e tiat mere children are now goilng 4o school, there are more corru-
gated "o0ofs »ithin the CADU zrea and the local population has stvarted de-

w me e schools, more reads and more public services. Pacple are also
d t> te travelling movre to urban centers such as Addis Ababa and
Na:ret. A study done by I@RD’S ¥ducation Division indicated that there is
more decisive interest in agriculturs among high school students in Chilalo
than i1 ar/ cther par®t in ’?t wiopia. 2/

21, s sing through the Chilalo area right befors harves! season
(aroun! late October or early November ), one is struck with the dramatic
first-rourl effects of CADU. The impact of innovations developed and dis-
tributsd ty RAQU is quite impressive. Unfortunately, there is not enough
infornitica o enable cne to trace where the substantial incremental income
zenerated «Wiihin the vroject area 1s being spent,; and how. But z close
scrutiny cof sAsella, the largest urban center in the area, seems to indicate
that most of the income gennra*ed in the area is not being spent therse. Of
course, the nuwaber of bars has increased; two new hotels and a cinema hall
have bren built; and the supply of water and eleciricity has impzoved con-
siderzadly since CADU came. However, none of these conveniences is carv1ng

the aciual target population. z
B - e
s 3 A - . oy ‘ o L. =
1/ The study, conducted by CADU's Planning and Evaluation Section, had
not been printed when this report was being prepared.

valuaticn of First ducation Project in Tthiopia,”



.Ssessments

income tax
Totaul
}wllections

/a
Tax

Tand

Agricultural
income tax

Teotal

Table 5k:

TAX COLLECTIONS IH

CHILALD AND WOIAMO AWRAJAS, 1987/588-1570/71 (Eth$)

Uiirdalio D WD

1987/58 1958755 1585770 1970/71 1957/58 19555/59 195G/70 7001

cli2, Lo 561,315 555,377 £53,951 429,323 i30,8L2 433,135 Lhiy, 515

s @ ERF

903,LL2 903,Ll 785,771 803,303 118,811 111,999 411,999 305,858
1,L45,882  1,ubL,757  1,3h1,1L8 0 1,397,289k 848,134 8u2,4L1 115,135 8L0,L73

178,815 131,103 L4, 349 471,941 b17,972 k25,8618 31,351 Lh1,701

715,942 33,538 580,149 858,159 397,799 387,111 395,853 363,514
1,194,777 774,81 1,154,498 1,130,100 815,771 812,729 827,20k 825,217

wource:

Ministry of Finance, Agricultu

-

ral Tax Depariment.

A Includes education and heaith taxes.
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of tenant evicticon.
& ilies are belisved o
ad

2h2, A rather controvarsial issue is the
In 195% anc lS;O alone, an c"*“ﬂa:ed 300 to %0
have bDewmn esicted in the CADU prolfect area due to mechanization (29).
3iven tie rap:d grewth of mechanization throughout the uount“" since 1555, and
given t1e fi2i ihat the whela o7 arussi accounted for only 8% of the total num-
ber of tractors registered for duty-free fuel during 1959/70 (2%), it is diffi-
cult to conclude that the sxpansion of merhanization in Zhilalo is a direct
consegquence oi TSADU. Alvnougn it cannot be stated with ansolute certainty,
import-tax and fuel-tax exemptions for farm machinery must have contributed
10 the axpansion of mechanization, and consequently to fenant evictimn. I‘
i3 true that CADU's provision of machinery rental services during its firs
two years, which it abolished whnen the undesirable effecis of tenant evmct:on
were realized, may indeed have accelerated the tempo of mechanization initially,
and nence contributed to tenant eviction. CADU's effective demonstration of

the pre Titability of agriculture could also have had consgiderable 1mnact on
neuhanl ;ation not only in Chilalo but throughout the country.
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2h3. WiDU may not have w2 worry aboutl the effects of mechaniantlsn
because the mcuntainous nature of the area it covers and the size of holdings
are not coriducive to mechanization. Some of the MPP areas may however feel the
effects graduslly. In this vespect CADU's impact on mechanization could be
looked ..t frori a different angle. Traditional farming never created strain

n the 'eucalistic la.udlord-tenant relationship, but innovations developed by
project.i su:i as CADU made farming more profitable, which resulted in tenant
aviction. This focused the attention of agencies and officials concerned on
the main ceisiraint Lo rural development in Ethiopia: the question of land
reform. No:ihing substantive has so far been realized and nothing may happen
under tle ecicting regime, dbut at least the basic issues have been exposed by
the sucuess of the package projects. A good indication is the mumber of laws
that are currently before the parliament, including laus to change landlord-
tenant relasicns.

2l Similarly, WADU's experience in developing settlement schemes
could movile important answers to land sattlement, which is virtually the
only wme:sns of 2reating the larze numbers of new agr1<uLturdl Jobs needed to
reduce “he rapidly increasing unemployment and underemployment in boith rural
and urban sscters. Thus, projscts like CADU and WADU should be looked upon
more as ressarch centers, probably more so in the future than in the past,
rather phan as economic entities whose success or fallure is to be gauged by
benefit, cosy ratios or economic rate of return.

2

v
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APPENDIX I

aENERs L CEARACTERISTIZS OF THE PACKAGE PROJECT AREAS

Sonio-Eoonenie CJonditions of Thilalo Awraja

1. “hilelo Awraja 1s situated on the eastern side of the Rift Valley,
some 177 km gcuth of Addis Ababa in Arussi Province. JChilzlo, which is

one of -he most densely populated Awrajas in Sthiopia, covers about one
million nectares and has about LCO,000 inhabitants of which L5% are below
15 years of age and almost 92% are illiterate. Of the age group 7-12 years

old onl;s atouw 13% attend primary school, and only 2.5% of the 1*~18 L
group a-terd secondary school. Over 90% of th+ wocwdog .l ok 1018 en-

gaged i1 agriculture. Population increase 18 estimated at about 2% ver
annum, in <pite of the fact that infant moriLali*w, ig almon*."0i. ~Jhuialo
Awraia ‘eprescnts about 0.8% of Ethiopia's total area and 1.5% of the total

populat.oa.

2. A biyg titude difference in the awraja creates a wide range of
2limati: conditions., The northwest and western parts of Chilalo consisis
of the "Rift Valley," where the altitude is about 1,700 meters above ssa
lavel. Toward the east of this region, the level rises sharply to reach
an altitude oI about 2,H00 meters at Asella, the provincial capizal. In
the eastern vart of Chilalo, there are several mountains, some oI which
rise as hieh s 4,000 meters above sea level. Precipitation increases
consideraoly 'rith altitude. The rainy season is concentrated in the months
of July, August 2nd September, with some short rains in March and April.
The pericd be<ween Qctober and March is rather dry, %with some frost ccour-
ing during mont of December at higher altitudes.

3. Jfost of the agriculiural land is lccated on a very fertile platean
Whose altitude ranges between 2,000 and 2,500 meters above sea le vel The

total c&ltivafed area in the awraja in 1953 Wwas estimated to be 150,000 hec-
tares; and a 1971 estimate gives a figure of 150,000 hectares. The soils

of the wwraja are noted for their high clay content. For exawmple, the clay
content of tho soils around Asella is glveﬁ at about 3073, This factor com-
bined with the uneven precipitation enhances srosion problemns in the hilly

parts ol Chilalo. The soils are bigh in potassium and organic matter, but

are generally deficient in phosphorus. w»
L4
L. The major crops grown in Chilalo are barley, wheat and flax. Teff,

the major national crop in Ethionia, is very sparsely grown. The average
cultivazed farm per holding is estimated to be 2.5 ha., and soms f{ragnen-
tation nas been observed. About 50% of the farmers are balieved to be
tenants most on a sharecrcpping vasis. Recently, however, rent payments
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in the form of cash are beccming prevalens as more and more tenants farming
on a lar e s:ile (contract farms) are developing, replacing Small tenants
followin: traditional methocs,

—

5. Chilalo is a good livestcck region which had about 530,000 head

of cattls by 1$57. The average number of cattle per housenold for that
serind wes §.5, and only about 15% of the households had no cattle at that
time. A’ter the advent of fertilizer and improved seed varieties (mainly

s a res:lt >f SADU) and the resultant doubling of crop yields, the trend
nas been for mere land, including that previcusly used for pasture, to come
under cultivatieon. This rhas ceontributed to a continuous decline in the nun-
ber of livestocx in the Awraja.

L" o

4‘\)

-

S. Settlement within the Awraja is very scattered with the exception
of a small “mber of market villages and towns along the major road from
Nazret i1 . > . th through Asella to 3ekoji in the south. This rvad 'is also

the only - “1--v 3 .her road within the area with the excepticn of a road on
the sout e . ‘nge that runs from Shashemene to Dodola via Kofale. Chilals
exports srair ‘mainly wheat and barley), oilseeds and 1livestock to other
parts of Et'iopnia; however, no industrial activity exists in the Awraja.

The soutnerr pirt of the Awraja, mainly in and around Munessa, is potentially
rich in rorest resources, and the scope for afforestation is promising in
other pa-“ts.

7. A 12565 land tenure survey of Chilalo Awraja by the Ministry of Iand
?efo rm idicated that roughly LLiZ of the heldings are owned and about LG7%
ente!l tc tenants, with 87 of the land being partly owned and partly

ed. The sarie survey has shown that about LLZ of the landowmers, owning

t 33% ol the total holdings, are absentee owners. Information on dis-
butio: of holdings for the Awraja 1s not availatle. Howaver, a 1971
sample sarvey of the northern part of CADU has shown that about 27% of the
holdings are l:rger %than LO ha., 9% of the holdings are less than LO ha.

but grealker thin 20 ha. and Sh% of the holdings are less than 20 ha.

SADU's | Javeloprent Districts: Tovography and Rainfall

s, Asells Development District: This highland area, which berders the
Sif+ Jallay on the west, nas an altitude that ranges from 2,000 +o 2,400
meters. The Xulumsa crop production research station is in this zone at an
altitude of 2,200 meters. This development district is faverable for severzl
reps and is the most cultivated area in Chilalo. Precipitation—in all

parts of the zone exceeds 1,000 mm per year. The clay contenj of the soils
is very aigh. .

9. 3ekoji Development District: This is also a highland area situated

south of the Asella Development District. Most parts of *his district have

higher aititudes than those of the Asellax Development District. For example,
ekoji i3 2,800 meters above sea level. Accordingly, the orecipitation is
;reater in the Asella Development District. The cley content of the soils

1s norma.ly aigh. The western portion of this district is sparsely culti-

vated becausa 1t is dominated by the Munessa forest. In fact, this area

has the nost irportant forest resources in Chilalo Awraja.
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8] Ko¥ale Develonment District: This development district consists
of the sousrari part of chilalo, where there are plains at olbitudes of
about 2,¥ﬂ qe~ers in the southeastern part of the aistrict and hignlands
at altitides or about 2,700 meters in the soutlhwestern part. The central

1

i
nlains of the district are favorable for crop and animzl production. Even
though tae soils here have lower clay contents than those of the Asella
and Zekoii Diszricts, they are easier to cultivate. The district is
characterized ™y a smaller proportion of cultivated area and many cattle
grazed o1 natural grasslands. The pracipitation is about the same as in
3ekoji District, with the yearly rainfall at Kofale being about 1,200 mm.

11. Dhera Development District: This ar=a 1s a part of the "Rift
Valley" and di:fers much Srom the other development districhts with its
altitude ranging between 1,000 and 1,830 meters. At an annual rainfall

o7 S00-7230 rm, it has much less pre01pifaﬂion than the other three districts.
This 13 the main reason for its Jow agricultural citpus, even u“cwqb the low
clay cortens of the soils makes the area relatively easy to cultivate. \

fab’e 1: DISTR{BUTION OF INHABITANTS AND FARMERS AMONG

THE DIFFERENT DEVELOPMENT DISTRICTS, 1972

Innabitants Farmers
Yo, 3 No. A

asella 120,000 30.0 14,000 23.%
RBekoji 10L,000 25.0 18,300 30.0
Kofale 92,000 23.0 1L,L00 23,5
Dhera 84,000 21.0 1k, 300 23.k

Total LD, 000 100.0 51,000 100.0
Source: Cowmpiled from CADY Miner Research Task No. 3.

2
Tand Distrivution and land Use
12. 2 Iand Distribution ana Tenure Systems: In Chil®lo there used to exist
- — - " " 'Y n - * .

a number of tenurial systems, such as 'rist-gult,”" "semon,'" 'siso,” Ygebbar,”
and "macerit,” which developed as the result of the *nuegrat on of the dif-

ferent vart; c¢f the Zth.oplan Tmpire. lately, however, because of the changing
neads o the coclety and incompativility ol the feudal system with such change,
some of the older forms have been abolishad by law, leaving the ‘gebbar' sy
3 + form of henure. Over 70% of ths land in Chilalo that has been
2Tassif ed oy fenure is now found under 'geboar,” whose distinctive feature

he dominant
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13, Therae re < ng figures Wwith respect to ithe proporiion of
Tandlords anc boeanants in Chilalo.  Stabtistics from the office or Provincial
3o en 1 breakdown of 7% tenants, 337 landlords and 53 seustlaers
an . 3ADU's general agricultural survey cf 1957-48 gives

“na sanants as 527 within the Prolsct Avea.

1. it 18 #Effizul® to esiimate the area under =ernant culbtivation, bat
one can sifely ess that thera is a high conzentration of tenanis in the

large and meciunr holdings, particularly considering the extent of abseniae
ownar sniy by th2 big landlords. A land %tenurs survev in 1957 has shom
about Lht of all landowners, owing about 33% of the nizasured area in Chi-
ialo, to e :bsintee owners (Table

total creppec acea 3L% was owned, 553 was rented and 17? was mixed (Table
The total croppad area covered 1n the study is, nowever, cnly 127% of the

y area o Chilslo.

o
I

2). The same study showed thot of the

5.

Table 2: ABSTNTEE OWNERSHI? IN CHILAXC

Tyne of % of 2 of Measure
land:smers iandowners Area Qwned
wmars or “he farm 43,57 57.07

Imsanies OWRersSs h3.h2 32.33
3ouraa: 050, fand Tenurse 3urvey of Arussi Province, 1957.
15. . An wnalysis of the distribution of

the number of cultivated holdings
by tenufe {Tiola ‘) shows that L83 of the number of holdings, comprising 3373
uf the trtal cultivated area in Chilalo, is owned; and L34 of the holdings,
makineg ur 517 of the total sulbtivated area, is rented. A sevarate 1970 siu
ot the distribution of holdings in Chilalns by ithe Ceniral 3tatistical Office
(230), Mes estimated Lh¥ of the holdings to ve less than 2 ha., SL% to be
less thar. 5 na. and the mediun nolding to be 2.3 ha. (h8). Another study
by arne lexander of CADU has esiimated 35.14 of the landowners and ?1.45 of
the tenarts .n Zhilalo o own 7-3 ha. (30).

dy -~
2

1 Iind nas such an important economic and social impact that about
4
¢4

of all =ivil cases in the Chilalo courts are land ownership
conflicts (29).
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Tsnls 3t DEACENTAGT DISTRIBUTION JF T0TAL IROPFED
T ART. T CHITALD RBY TRNURE
- T is % oI
Type of Ho. of Tota
Yanurs Ha. 4 Jeograpnisal Area
’J'n’le'j C;O,{)OB BL 1.1.38
u‘ll’lteﬂ 81,8%8 ;’)‘ 6.50
Mixead 15,372 11 1.32
Total 118,833 100 1273
Source: CS), Land Tenurs Survey >f Arussi rrov*nce, 1957.
Tdbls I CULTIVATED AREA CHITALD BY TENURE
_:;“e T Averags T
of No. of Holdings  Cultivated Avea Holding
Tenure Mo, % ha. % “(ha.) _
Owned 55,88 L8 8k,B879 38 1.53
Rentad 52,020 L5 14,178 51 2.19
Mixed 8,092 7 25,5uL2 11 3.15
Total 115,500 100 22h,5%9 100 1.50

D v
zourse

15.

¢

McArthur, Some Aspects of land

tandlerd-Tenant Relations:

Even

ancy ralations has ever been undertaken,

Policies in Ethiopia, 1971.

4

zhough no exhaustive st
it is agrfeed that the mos

dy of ten-
* prevalent

gsharecropping systems in Chilalo are the "Tkul" am the "Siso' where ths lerant
"pays one-halfl and one-third of his harvest to the landlord, respectively. Re-

cently, however, the '"ekul" system is
“he traditional
is evident from the increase in
in 1970 (29).

competit:

3800/ha.

.on

becoming more common due
tenants are facing
the price

o the stiff
from big contract farmers, as
of land from about $400/ha. in 1958
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17. In aadition to the renit, t
sarvices in “he form of Pren 1labor
are oral, and theres 1s a fotal abse
sacurity of tenurs for most tenants
Lo svics his fenants at will.,

13. land i/se .n Chilalo: Most
mainly for crop production even tho
found. The lowlands ar=s potentia
Since 1947 there has been a general
expense of grazing areas. Table S
has increared 3ignificantly. In the

creaswc from 3.1 per farmer in 1967 ¢

able 5:

COMPARISON OF AREAS

ly suitable for

AZPENDIY 3
Yaga
ithe Is paid to landlords.and personal
are rendered. Mosht fenancy agreements
nece of either Jraalul nal or lagal
righ

Chilalo is used
large amount of livestock is also
livestock production.
tendnncy to incraase crop area at the
shows that cultivation of all major crops
meanolme, the number of cattle has da-
about 2.7 in 1971 (15).

of the highland area of
ugh a

IN DIFFERENT CROPS 3ETWEEN

1357 AND 1971
1557 TR o

St ot Ar=a(ha.) H Area(ha. ) 4
Bar ley £8,000 51.9 79,300 L0.5
Wnect 21,000 18.3 31,000 25.0
Flax 19,000 .3 25,300 12.7
Peas 8,940 5.8 5.L00 3.2
ern L,900 3.7 17,700 $.0
3eans 3,900 3.0 7,800 L.0
Tefs 1,300 1.2 7,400 3.9
Sorghun 510 3.5 ~- * -
Lentils aa 0.1 - -
Rapa ~ - 700 0.k

Total 130,958 190.7 é‘}%’,&ao 95.9
Sourse: COrop 3ampling, 19467, and Minor Research Task Mo. 5.
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3onio-Tconomis Conditions of wWolamo Avwralia
19. Wolamo Awraja, 2 sub-province cof 3idamo PTOV‘IC 2, lies on the north-
west edge of the Rift Valley. It has an area of about 3,178 sq kn and a pop-

X i
ulation of about 5L3,000. A& 195 census gave the average size of a household
as h.o (L3), but the preparztion mission survey suggested the much higher
figure of 7.%. The effective labor force is, howevmr, estimated to be arowd
four par nousehold. Wolamo Awsraja is the nome of the distinct and fairly
homogeieous ethnic group, the Wolamos, who share & ccmmon language, Wolaminya.

20. Tne original nome of the Wolamos was around Xinde mountain, and much
of the present Awraja was sparsely occupled by semi-nomadic people of Galla and
Dambata origin (52). About 200 years ago, the Wolamos oianted to spresad into
the hizhlond areas of what is now Soddo, Bolosso, and Damot Galla Worewawu [i7)
The Wolamus wWere basically azriculturists concerned only with the production
of creps, bus they inter-mixed to some extent witn the Gallas and foohains
(whom they pushed out of the highlands) and took away their livestock. Together
with the Tivastock they captured, they adopted the cattle breeding itradition

of their capuives, and the number of livestock owned became an important pres-
tige ficter. MNevertheless, the amount of livestock in Wolamo i3 less than

in Chilalc.

21. “he Wolamos are a rather unigque ethnic group of southern Zthiopia

in that they are socially conesive and traditionally familiar with group action
and orzaniza“tions. Only in some northern areas of Bthiopia, where the villaze
system is pravalent and communal ownership of land is common, can one find
groun ictions and organizations similar to those of the Wolamos. The Wolamos
are probavly more industrious than any other ethnic group in Zthiopia, but

low nuzritional and health standards 1limit their working capacity. Their

diet is low in protein, high in carbohydratesz and subject to wide seasonal
Yariations.

The Highlands and the Settlements: Topography and Rainfall

22, "he Highlands: The topography of the highlands is characterized by
steep hil‘siie’ and gently rolling plateaus at altitudes ranging from 1,300
te 3,C30 retars zbove sea level. This part of the project area, which covers

ooddo rﬁ ‘olysso “Oredas, has a population of about 235,000 with a density of
150-275 people per sq km (L3).
o

23. The raintall, which comes during two distinct periods, April-tay
and July-October, is rplkaule and adequate at an anmual average of 1100 m
Rainy days average 132 per year (U5). Altnough this area lies in the tropw
(7°N), the altitude limits the temperature Lo a maximum of about 300 0.
biomodal pattern of the rainfall allows double crorping, usually teflf after
maiza,

ad
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24, The *topograpny ol h ement areas in th

('.,

savanra 15 cnaracterized oy flat plains at alcl:ud ging from 1,130 %o
1,500 metars above sea lavel. Its aren COTpfl ses som 20% of the total
e

@

[
e e i

j& 1

area of Walamo Awraja. Th e sattlement areas, : la and Bele, originally
sontalnad «~J and 110 farmigg s=itlercs. xﬂus Wost of the area 1s uninhabited,
25 in.icated by the population density of only 31 people per squars km (L3).
It is one of WADY's aims to expand the number of farms to a total of 1,750,
wailch will provide homes and livelihood for almost 10,000 peopls.

iy
w
'°",
)\D

ek

e annual mean rainfall for the area i3z around 800 rmm. Day time
mpe ‘atures are above LOPC. most of the time. Local weather records suggest
t-soth the amount and disitribution of rainfall are umreliable. With
per cultural practices, the climate is suilablse for maire, cobton, and

123, out not for coffee, wheat or barley. Allowance must be made, how-
or periods of reduction in yields due to poor rainfall.
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Land Jse ind Iand Tenure

25. The Jand teru.e v :sem in the project highlands is exceadingly
complax tut is w7 o0 any parts of Ethiopla. The present- structure of
land owners

il et 1o ars .an be traced back to the feudal system. In
Wolam» av in oL, ~roetely owned land is inheritable and may bes sold,
leasad or mort, . ed. In the pasti, the Covermment used to grant rights of
use ty 1's army members and other employees in lieu of salaries or pensions.
Such rights were not inheritable or assignable. However, right holders have
been able %5 obtain full private ownership of up to LO ha. by payment of a
fee (L),

27. Tharz is little, if any, culiivable Governmenit land remaining in
the righlands. The WADU preparation mission from the World Bank found the
usefvlly cultivable land to be ownad by about 3,000 people, with a few

major Lardlorus (117 of all landowners) owning about 303 of the land (L3).
Over 507 of the landowmers in Soddo have more than one parcel of land and
over 307% of then hiVP adult sons working on their land (18). As can be

seen fron Table 5, L5% of the landowners have tananis, and in the less
dense ly nopulated Bolosso Woreda 25% of the "landowners have tenants. #ithin
both woredas thers are about 17,000 farming families (comprising roughly

25% < f the total farming population in the whole of Wolamo Awraja) who oun

]

no L'nd it all and are tenants only (L5). However, the holdings of about -
nalf of all landowners are too small for subsistence, forcing them %o rent o
34d1110ﬂx1 land from the big landlords. Only L% of the project area popu- -
laticn are neither owners nor renters (L8) -
e ' NV : : U
20. The average holding size was astimated by the preparation mission -

to be 1.5 ha., including both arable and fallow land. This avarage is mis-
leading, however, because 87% of all holdings are below that size, with a
medizn holding of about 0.5 ha. (L%). Areas under annual crops average
only 0.25 ha.in Seddo and 0.42 in Bolosso. The aversge noidings for land-
lords is about 2.0 ha. and tha® for tenants only 0.7 ha. A4s iudicated in
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manle 7, “h: averazes conceal the skewed distribution of ownership. Almosth
7o tenawts tave noldd a nan 1.5 na., compared to 20% of the land-
a rs re p

\, a
Tords. Mosi sarme

Tatle $: PERACENTAGE DJISTRIBUTION OF LANDOWHNERS GIVING PART O
THEIR TAND TO TEMANTS 1N THE HIGHLAND PART OF WaDU

o T of Iandowners 7 of landowners

Woredis with Tenants witheout Tenants
Soddo Ls 55
ol .
2010850 25 I

Source: C mpiled from IRRD's Apprailsal Report of WADU and CG5O.

Tarla 7:  PEROTNTAGE DISTRIBUTION OF HOLDINGS BY TENANCY

% oof Zof 3 of
Size of :olding Owners Tenants all Farmers

Tess than J.3 ha. 28 55 Lo

lecs than ).5 ha. L5 Bo 3

r—t
o
w
i
fas
)
o]
yot
.
I
gl
@
O
(o'e]
o
—J

fore than 1,% ha. 20 2 13
Source: Jonniled from T2RD Apprailsal Mission Report on WADI.

k4
29, In peneral, even though the structure of the landlord-tenant ra-
lationshirs in vol_uo and Thilalo are very similar, one can see disiince
differ:nces. Holdings gres@er than LO ha. are prevalen® in Chilzale whereas
a nolding zreater thun 5> ha¥ 13 a rarity in Wolame. Thus, the introduction
of meciranizatlion and the consequent eviciion of tenants is very uniikely

to occir in Wolamo, conirary *to events in Jhilalo.

30, Jand Use in the Highlands: Eve“ shouzh about 357 of the iand in
the nishlonds is utiTLQGQ in some way, only 20-253% is under annual crops (L
Jue Lo dirfersnces in altitude, temperature and population pressure, dif-
Terent cropping pat tnrns re found In the two highland Woraedas within the
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WADI project area. However, the land-use pattern of the yTO iect area as 3
shole ziows a modest percentage of cropped are (mable 8) with the small land-
owrers or tenunts devoting about 75-80% of their land sub515tence crops
such as encet, maize and sweet potatoes (32). -*tercropping and double
crogping are ommon.
Tabla d: PERCENTAGE IUTRIBUT*OV OF LAND USE I THE
T HIGHLANDS WITHIN THE PROJECT AREA
T Seddo ; Bolosso
land Use Woreda (%) wWoreda (%)
ST oDs
0oflen 2 1.
Jermszls 9 21
Zeans 0 2
Other fod zrops L L
Fores® and weood lois 76 58
Fasture and fallow 9 L
Tot: 100 100
Source wiDU Appraisal Report.
1. whezt and teff are grown at higher altitudes, dbut even at lower
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of VWolimo, *“hough not as much as

though a largesproportion of

: grow wheat, aven
duction cones from a few large fields of
dusticn of

Zthiop.a i1 1955. By issuing seedlings
m

s an important role in

n Chilalo.
15310~ Aound an overall average fcr the area of L.5
=]

the farmers in Soddo
the pro-

Pro-

N . - 4 ~
tbout 507% of

the major landlords (53).

oriental tobacco was introduced by the tobacco monopoly of

to farmers f{ree of charge, the

Lo induce about 11,200 farmers to grow tobacco by 1598

the farming system
A survey by the preparation
livestock unitis per

f rm, L.e., 1.2 oxen, 2.5 cows, 1.8 calves, 1.0 goats and/or sheep and 0.25
horses anc/or mules per family (LS). It also “ound tha® the number of 1live
stock owned rnereasas with the amount of land owned. There are no common
grazing areav in the highlands and farmers have to eilther set aside land
fer pastura, rent grazing, tuy feed or drive the catile to the savanna for
raciny. AP“Ole“? to the preparation mission survey in 1958, about 30%

of the hirhland farmers had no cattle at a2ll, 287 had snly one ox or COW,
and ovar LOZ hire or borrow oxen for nloughing (L3).
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33. T2 cash income contribuation of livestock 1s rather signilicant.
Tarmers usvilly earn cash oy salling their dry cows or old oxen. The

average cagx lncoma from livestock 1s estimazed to be aboub Zih375.0

ser yea: with over 70% of it conming from the sale of beef

3i. [snd Tenure in Inhe Set lements: Host of thne land in the savanna,
whizch comprisces about 20% the total area of Wolamo Awraja, belongs to the

t
the
Sovernmsnt. Frior to the #WADU Setzlement Program, most of the zone was un-
inhabited ~nd was used as relisf grazing during the cropping season in the
highlands s well as being grazed by nomadic herds. Until the campaign by

the Malariz %radication Service, the presence of malaria inhibited perma-

nen® setitlement in the savanna. BEBven after malaria was eradicatec, the WADU
settlerent scheme was faced with problems probably due to highlanders' strong
prefersnce for their traditional homeland, social circles and well-known crops.

35. 3-ttlers are selected by a sub-commiitee of the Wolamo Develuogwmant -
Commitiee +hizh includes representatives of local communities, ministries and
the projecs.  dbout 75% of settlers come from the highlanders of Wolamp
Awraja and 25% from other parts of Ethiopia. Settlers must be tetwgen 15

and L5 years old and physically fit. They are required o live on their
holdings and give up all claiwms to other land.

A, The original plan was to give all settlers ownership of their 5-ha.
holding afzer a four-year probtationary period, by which time they will start
to mak: development tax payments amounting to £th3$58 per year for twenty

years and pledge their land title as security for outstanding loans. The
terms of the title, were acceptable to IDA, included provisicns prohibiting
sub-dirision of holdings and requiring settlers to follow croovping patterns
and soil conservation works approved by the project. The Ethiopian Govern-
ment found this plan unaccgptable #ith the excuses that it is impossible to
issue ‘reenold titles according to the Sthicpian Civil Code of 15%. As a
substinute for the conditional freehold title, the project suggested and
draftel a loug-term lease what was accepted by the 1DA. The Zthiopian
Loverntent his nominally accepted the suggestion, but nothing has been done
set togarcs approving the drafted long-ierm lease agreement. Even licenses
t2 cultiveate are not yeot issued to settlers.

37. Tand Use in the Sattlements: Subiact to modificaiion in the lignt of
new experien:ze, the standard cropping patiern designed oy WADU ia3:

Maize - 1.8 ha.
p =%
Zotten = 1.0 ha.
Chilies 0.2 na.
Grazing 2.0 ha.
fermanent grass, water-
Wways, roads, etc. 1.0 ha.
Total 5.0 pa.
38. Maize is meant for subsistence, and coiton and chillies for sale as
a source »f cash income. The project requires that at least during the pro-
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vationar: period, seittlers adoot a cropping patiern that ansures the
hest posuible balance bebtween Jamily and hired labor.

BASXOROUMD OF THTE HIGHIANDS TO 3B COVERED 37 THE MPP

39. Over 0% of %thiopia's estimated 25 million people live in rural
areas, o wnich 85% live in the hizhlands to be covered by the MPP Program.
Ten of +he frurteen provinces in the country already have PP areas, and

311 four .eer provinces have at least Cbservation Arezas. Even though the
area to e covered by the MPP Frogram constitutes less than half of the
sountry, it involves the entire rurzl population, excluding the nomadic
tribes.

LD, Only :n estimated 10 to 15% of the land in Ethiopia is under crops.
Aboutn 334 of thie land is not suitable for either plant or livestock produc-

tisn, anl tre rest 1s used for grazing or taken up by open forests and
orush. ‘

L1, Tne central highlands, where the MPP PIOJECb is veacontrating its
initial a2xtension efforts, are under intensive cultivation by na“nlj sup-~
sistance farmers. O3Seventy percent of the cropped area in the highlands

is. under cerea’s, with the rest under pulses and oilseeds (L2). Of the
cereals, te!f is the most wicdely grown, followed by barley, sorghum, maize
and wWheat. About 507 of all highland farmers are estimated to be tenants,
half of ~hor cultivate land owned by absentee landlords (51).  This pat-
tern mainly applies to the southern provinces, however, because commmal
ownershin o lind 1s prevalent in most of the northern provinces.

Lz, The highlands have been farmed with increasing intensity for
thousands o y:ars in order to support the ever-increasing number of pecple
and livestock. 3Such pressure on the land has resul ted in almost total
removal of ‘Te: cover and degrédation of the goil siructure in most of the
nighiands (;A d*n? some extremely steep slopes) a“d continucus declines
in crop vie' ds and livestock productivity. The predominant soils in the
cndzhlands are feu;Lsh ocrown clays and clay loams in both the southern apd
northert rec¢lms, and gray and dblack clay soils in the flat plateaus. The
black slays ar: believed to be high in plant nuirients but have poor inter-
nal drzinage, limiiing their cropping potential. The reddish-brown clay
loams were inizially fertile, bub are presenily highly eroded and their
nutrients lrached out in most places,

O)O

u3. The nighlands are classified ints three ecolodical zones. The
northerr highlands, which are the driest with annual r#2infall ranging be-
tween SCO mn. to 800 mm., have problems of frequent wafer shortages and
soil ercsion (39). fThe central and southern highlands have very heiaro-
geneous topography, wnich ranges from flat plateaus to rocky terrain,
Aainfall in this zone averages 800 mm. to 1,400 mm. per annum. The third
ecological “ona lies along the western highlands, which is potentially

o+

the best agricultural region in the country. Beiween *he large rolling
plateaus of tha western zone are found severa' river gorges, and the rain-

{211 in the area averages over 1,LCO mm. per annum (39).



Ll ™.re are three brecad categories of land ownarship 1n =thiopia:
individuall: owned lands, communally owned lands, and Government lands.

. Individually Owned lands: These include land owned by the Ethi-
soian Orthodox onurch which are estimated to be not less than 253 of the
total heldirgs in Bthiopia (51). Individual ownership is widesgread in
the Soutnerrn previnces. No restriction of any kind is imposed, and land
can ne freely transferred, morigaged, innerited or leased. Ownershiu of
this catagory is highly concentrated in the hands of a small landed class
and the Church. - To complicate the issue, there is no system of registeri
titles cr deeds.

L3, If tha northern provinces, which are communal areas, are disregarded,
about 5C% of tae farming areas in the rest of the highlands are farmed by
tenants. T..is has been revealed by a land tenuie survey whica “howed % - yal
to be 31% o' the farmers in Shoa Province, LS7? in Arussi Province, 5L7Y in
Wollega Provinze, L3% in Gemu-Cofa Province, 37% in-S.defie Province, 597 4n -
Kaffa Province, and 73% in Illubabor Province (51). The same study indicated
that abcut J07 of the tenants in Arussi, $0% in Shoa, and LO3J of the tenants
in Wollega %o 2e sharecroppers (51). 1In addition to the regular payments of
a share of ithe crop as rent, tithe payment is a orecondition in tenancy ar-
rangemer.ts in most areas. Furthermore, tenants are usually required %o render
personal. servizes to their landlords in the form of free labor on the farm

at least during planting and harvest.

. A roblem which is closely related to the extent of sharecrcpping
is the ruessicn of shares payable on rental rates. The land tenure survey
revealec that tenants pay one-fourth to two-thirds of their crops to the
landlorcs (50). It should be further nozed that all variable inputs such
as oxen and seeds are usually paid for by the tenants, with the landlords'
contribution teing only the land. Security of tenure is inadequate as is
clearly indicated by the uncontrolled rentals, unwritten and uncertain
lease agreements, unconditional evictions, uncompensated improvements, and
undue acvantagss taken by some landlords. Such tenancy relations neither
offer tle iacentive to improve farming methods nor encourage undertaking
additioral invaestments on the farm by the tenant, and are probably the
major cause for the stasgnated, low-level productivity int ©thiopian agri-
ciulture. 2

L8. ©  Communal Ownership of Land: Most of the land 1A the northern pro-
vince® 1s communally owned. Land is subdivided between ®ifferent villages
or grdups o families, with each member of a family or a®village given
limited rignts on his holding. Zach holder is 21lowed the exclusive use

the land and the right to lease it. However, even though such land
rights :tre neritable, outright transfers, by sale or zift, and mortgages are
not all:wed,
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Gowverrment Lanlis

L9, The Goavernment 1S 225t a nominal owner of most of thie unused
atr ©

at L
lard in the country. ILand zpoears o have come into the hands of the Gov-
ernment tiarough three differenw methods. First, a lot of land in the south-

ern proviace:r t3 which individuzls or groups laid claim was seized 2y the
Novernmert a. Le* the Menelok conquest still remains under its cwnership.

A second source was the possession of land that was privately cwvned but on
which the ower failad to pay his land tax for 30 long that the ownership
ravarted to “he Government. The third scurce was simply tha ammexation of
lard that dic nst appear to ve in use or owned by any other party.

35. Th s, quite extensive areas of Government-owned land are known
o exist througiout the veripheral areas of the country, especially the
ithern proinces. Because of the system of recording that has been used
and tha roor state of many of the records of patronzge granis made from
Governmert 1 nd, it is difficult to identify with certainty all of these
lands.

tn

1. Th . o~mnership of some of the land that the Government slaimg i
disputed oy oms powerful private individuals or groups of people (51), making
a dafiniiion of Government land difficult to apply in practice.

Size of !old ngs
T ———

g2, Wich almost 19 million rural dwellers depending primarily upon
crop procuct.on for their livelihood (L8), and with only 13 million hec-
taras of the estimated total of 122 million hectares in the nation being
cultivated (.8), just under 0.7 hectares of cropved and fallow land is avail-
ablz per rur 1 resident. Mosit of the family holdings, whether owmed com-
munzlly <r sasarated by tenants or ownars, are less than 2 hecitares. The
first Roind fational 3ample Survaeys by S50 suggested that

v in the four high-
land orovine s >7 Shoa, Tizre, Arussl and Gojjam, which together zccount
for abeut 3% 7 o the yvural vopulation, average cropped land per family hold-
ing in 1£5% sas 1.7, 1.3, 1.9 and 1.2 hectares, rasneou1:a7j (2). 1In Tigre
more thar twi-tairds of the holdings were esiimated o te less than 1.0
nactares; in 3heca 1bouf onn-hall of the holdings wers lass than 1.0 heclares,

5t
2 wan 1.0 he
Fuen lesc farorable land/man ratios prevail in “Jolamo Awrajia (3i
as was pointad cut in the WADT report.

2
3.0 In areas where ownership is communal, wmost farmers cul:ilvate less
than 7 hectare, and 2 substantial proportion of tha houssholds are landlass’
(L1)® Tre usual procedure of providing land Zor new allotiees is by re- ¥
dividIng lands allotted =o others in the past. This has led to extreme ’
fragment:tion of holdings, which, if not consolidated, are be‘ieved L0 Te
too small to be profitably operated. MNonetheless, the consolidazion of
noldings is nof an easy reform to carry through.

and in Arussc. aboub ane-third were found to Se less th

Y

+ =
taras (S0).
:

da

mo Provincs),
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» rational polizy statemenis emphasize the need for some xind
ar.ze, buib the "’r;s**ﬂd Parliament has been wvery reluctant
L2153 that 2mpt WL, There 1s currently a draft bill Telore
F.oorovides for the Snxving of coperating costs Detween ta wlss
improved security of isnancy including it least two yeur
:viction, limited ren taWS to nalf if the landlord shares up-
r

r one-third otherwise and compenzation for dermanent im-

“re tenant when being evicted, among oifher things. The

go of this ©ill has aroused much opiimism, dut many experts
>f land Raform feel that, even 1T 1% passes, its loopholes

: affzctive implementation.
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1. 111 three projects -~ JADU, WADU and the MPP - wWera initiated as
the resilt of a national rural develspment strategy which was later adoptied
in the sohird ®ive-Year Develspment Plan. According to the Plan, the acti-
vities »f any fortlcoming package project were to be carrisd oub within the
f*ane 2k of a regional development organization which was to te directed

n

by a Yational Rural Developmenv Board (NRDB).

2. There was no National Rural Development Hoard formed by the time
JADU, J;DU and the MPP started operating fully as autonomous units within
thne Minisiry of Agriculture. Within the framework of theoir respective plans

of oparxtica, the Ministry of Agriculiure together with 5IDA in the case

CADJ and MyP, and IDA in the case of WADU, decide on the arnual Work pro-
grams and tidgets. Important modifications of the work programs or budgets
nave to be ipprroved by the Ministry of Agriculture and the donor agsncies,
3ut the dirset management of the projects! activities are left entirely in
the hanis ¢? ihe respective project directors

3. waer. the idea of the MPP started gaining acceptance it was felt
necessa’y tr rave a department within the Ministry of Agriculture that could
be charyzed ~ith the overall supervision of the MPP!'s as well as the compre-

hensive pro ]@Cta (~ADY, WADYU, ets.) and projects aimed at the development
of commuircial farming, such as the Humera Agriculiural Development Project.
The Extension and Project Implementation Department (EPID) was established
to perform these functions.

-

. An inter-ministerial comaittee, chaired by the Minister of Agri-
culture, was formed to act as liaisecn with the central government and to
coordinate the activities of ZPID with other activities being undertaken by
the government. To deal with specific issues, working groups or special
committees on department levels wers formed, in which organizations such as
the AID Bank, the Institute of Agricultural Research and the Iivestock and
Meat Roard are included.

Interna’. Orwanization aﬂd Administration of CADU

5. A3 can be seen from f{igures 3 and L in Appendix ViI, there nas been
some recrganization wi%gin CADU. These changes will be pointed out in the
course of the different divisions. It should be noted that the format presents

hisrarchial set-up of the departments and ssctions, all of which operate
within “he common framework of an established work schedule and budget.

5. Profect Direction: The Sxecutive Dir
nroiect s averall activities. The diffarent d
described by relating their specific tasks to
project.

actor's office controls *he
partments and sections will be

3

he overall obiectives of the

o
-
L
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7. Flanning and Zvaluation Sectlo“' The Planning and ZIvaluaiion
Section 1s responsicle Ior Ue.mocic valuation of the entire organizazion
ansuring the erficiency oi the va:isus units of the orzanization, sugges

ting ways oo improving oroject-gzal attalnment, advising the various di-

visi z izsi identilying and conducting feasi-
Bili i d projacts, z2llecting siuatistical

d project's effacts and developing

a ion feedback fo the project nmanagement.

3. T maerimentation Dps@r:aeni: The Zxperimentatlon Depariment con-
sists of tha “roo aﬂd Pasture Section, nhe Azricultural Enp*ﬁeer‘nr 3ection,
+he Animal fustandry and Bresding Section, and the Fores%try Section. The

imal st
Sroo =nd Pastura Section is involved in finding new crops and JM&leties
suitable for the nrea, astablishing methods for pasture imbrovemenc, deter -
mining optinal growing conditions ror different crop and pasture varielies,
acjuiring more <nowledge of soil conditions and deuermlnlng possibilitics
for drainag: ari e¢rosion control.

3. Tie Adzrizultural Engineesring 3eciion (formerly the-Implement
Research 3erticn) atb@mpts to devalop tools for soil preparation ard crop
handling and trar iport, learn how more mechanized oparations can be profitably

smployed and train 1oca1 artisans in the production and maintenance of
new equirmed.

10. Tie Animal Production Department was reorgnized to Torm the Animal
Husbandry and EBEreseding Section and the Veterinary Department. Its responsi-
bility is to esiatlish optimal braeding and management methods for dairy

attle, shecp axd poultry and to +rain extension staff in the newly developed
weuhods Areeding activities on 2 commercial basis have recently besn trans-
Terred to tie Gobe Cattle Breeding Division.

11. The forestry section aims at finding suitable tree species for
different ecolosical zones, ESuaOLIShin nlantation and nursery management
tezninijques, inifizting reforestation programs (particularly for fuel, con-

gzrustion ard erosion control Od.wOS“o), gstaclishing timber nlantations on
zovernment Jands (particularly in Munessa and quaasa) and training extension
starf in forestry management.

1z. Veterinary Depariment: The Veterinary Department aims at increasing
the knowledga o rrevalling liveszock diseases and their suppression through
preventive rervices, increasing the producition of crossbred catitle throuzh
artificial insenination, producing semen from crogsbred bulls, creating 2
cadre of inseminators and vaccinators and trainin@ extension staff in milk
Aygziene and veterinary fundamentals. -

13. Ixtension and Training Pevpartment: The depirtment is made up of

T ) is oo Do
“ne developmsnt district extensions sections, the Training Jenter, the In-
“i z:tion, *he Women's ®¢*ension iniit and the Zoovpe i tens

=~

Tormation > verative whension
section,  Ixiension uniis in the alooment districis promste adoption of

new ftechnicuss “hrough an annual '-&13315 of demonstration rasults, advise

ang assist Jarmers on credit applications ind prepare for the 2xpansion of

ho projects! geographic coverage.
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1h. Tne W&omen's Sxtensicn Uni® zims 3t increasing the gern.ral concept
of develovmen’ among wWomen in the project areas, itraining «omen in basic
hone aconcmics and establishing women's groups. The Wemen's Zxtension Unit
iz eurrently serporarily suspencad, pending an evaluation oI 1us per formance
so far, The Chogerative Zxiension Unit, whose zoal is the creation of co-
ooerative soc eties that will sventually take over the markweting supply,
procuremer b and sredib functicns, is cuwrrently idle due to stafl shortage.
?owever, traininz of cooperative organizers is done within the Training
Santer.

17, The responsibilitias of the Training Center are the selection of
grouns to b2 siven special training to serve different sections of the pro-
:ect; the sraining of project siaff and braining staff for cther projectis,
m2inly ®PID, The Informmation Section is designed to increaso the knowledge
of developient programs and profsct objectives and achievaments to dissemi-
nate inforuation about CADU activities and about legislation nerzinsnt fo. |
nraject goils and to promote seli-help schemes such as water and educational
projects.

15. infrastructure Department: The Infrastructure Department consists
of Yhe Yat.r Ls:velopment, Construction Services, pullding and Rozd Sections.
The ater ilevelorment Section ai=ms at organizing self-help schemes for water

supply, creating water-supply facilities in accordance with a master plan on
- =]

3

equest from the local population, aiding in long-term loans for this purposs,
overseeing locil cost contributicns and researching hydrological conditions
in the are:c.
17, “he jonstruction Services Section is designed to nelp other sections
with plamning, land surveys and zechnical control. The Building Section is
responsible ror tae maintenance of buildings and the projeci center facilities
as well 33 supervision of new building. The Road Sectlon maintains and re-
pairs axisting praject roads as well as building new feeder roads on the basis
of priorities set through feasibility studies.
18. Common Services Department: The Administrative Section, the Zarpool,

Maintenance and 5-0re Section and tne Catering Section make up the Common
Services Denartment. Controlling the use of all funds and proper+" naintaining
adequate records and documents, submitting budget follow-ups, p
in the prepiration of annual work programs and budgets and parii
stafll management are the funciicns of the sdministtrative Section. 3@erazi0n
of the carpiol, water works, central stores and workshops is the duty o
Zarpoocl, Marntenance and Store Seciion; vrovisiom of laundry service
and accemmodation for CADU staff is that of the @mtering Section.

&
E')"i
cfc

-
19, Merkewing Division: The Marksting Division, whose alm is to pro-
cure inputs on ~redit and market output as well as %o establish new trade
centers that fa~ilitate 1ts credic and marketing zctivities, i3 ocne of the
newly formec au-onomous units within SADY. I3 was Tormerly known as the

Tommerze anc ndustry Department.
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20, The

Jrop rrocductic:

CADU. ts sole

and finsncizl se

21. Cattle Breeding Divisicn: The fatvle Breeding Division, which used

to e pirt of thne LivesTock Division, i3 the third avionomous division within
SADU.  Uts main zoal is the production and sale of grade catbile in order to
expand riilk oroduction within the project area.

Interna.. Or: rarizabion and Administration of WADU

22, Will 's proposad aims, organizabtional methods and fi,an01al pro-
cedures wer: modellad on thosa of CADU. as depicted on figures S5, 5 and 7
in Apperdix VII, WADU has also undergone some reorganization. Due note will
te giver. to these changes.

23. P ojact Directions: All major sectaions orf WADU are supervised by
section chfwfs, and the Project Director i3 responsible T all =ections as
an overzll «verseer, administrator and organizis o1 the project. The Projecs
Director is to be assisted by a deputy who has to be an Bthiopian (this
prsitior is vazant a®t the moment). In contrast, CADU's Project Director has
two deputie:; one Sthiopian znd one expatriate. In order to factilitate the
activities of Prodect Directicn, the Planning Unit, the Iegal Section. the
Iand Reform Se:tion and the Administrative znd Personnel Section were initia-
ted after the wroject started operating fully.

2b. The Zlanning Unit: There was no plarning unit built into the pro-
ject when it ws Initlated, which probavply accounts for the poverty of statis-
tical dalka for WADU as compared to CADU. When the need for basic socio-economic
studies ind careful reports on past performance was felt by IDA and WABU's
Project Direc-ion in 1971, a planning unit was established.

AN

Tre Planning Unit has only one permanent staff member who holds a
g-ee from Haile Selassie University, compared to CADU's unit that has
autrinte staff with M.S. or Ph.D degrees and three Tthiopians with
. or L3, degrees. It has so far been limited to conducting one agri-
iltural survey of the project and surrounding areas and helping in ths
eparat;on 5% annual reports.
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25, The Iegal Section: This section handles 31l legal nmatier
involve the oroject. I% prepares standard contract forms Jor lagza
sactions such as contracts of employment, loans, sales and purchss

el o T‘)

27. land Reform Zection: This section was get up in order to follow the
day-to-day activities of the project wiih respect to land tenure, mainly be-
cause WALU drals with unclearly identified and demarcated government lands,

some of which also contain pocikets of natronage grants that have Turther complii-

PR

catad thae prodlem. WADU reques*ed the Ministry of Iand Reform o post a quali-
3

fied land-re’orn officer in the Awraja who would work “n close cnoperabion with
them so that 1ts proposed settlement and conzolidation programs could procesd
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ative and Personnel 3ection: This ssction wrns primarily
acministrative services Lo :ll branches ol the project and
oject staff below the level of Secticn Chief. WADU had

a full-time administrator by July 1972, which probably was
gating confusion in staff relations.

bi

Dev.lcpment Division: Land Plannirg Section. This secitiun o
iginally inenied w0 plan new settlements comprehansively and ne d;ﬁj
sting roldinzs to conform to the overall plan of the project. The idea
of consolidat ng holdings in the highlands has now tean dropped,zmd the
orincipal sur: ent functions of the section include land surveys in all
developmnert contars, estaolishment of defired boundaries, organization of

cadestral maps, selection of sites for erosion control and improvement of
water supgly «nd selection of experimental sites and areas for roads,

Road Hiter Supply and Zonservation sections. The major functions
nese sa2ctions are the clearing of land for settlement purposes ana the
construction ¢f roads. It also undertcoiies soil conservation and flood con-
rol measures as well as work on water-supply problems.

O\
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.

b I

32. Zx*enc*on Section. This section nas divided the entire projec

area inte Tour parts, two in the highlands and one each in the sett 1mments.
Through thase Tour extension units, each headed by 3 senior agent who is a
Jimma or Atbo zraduaie with soverwl years experience, the section tries to
premote adoption of new techniques throush demonstrations and advice anc
assists farmers with credit applications.

33. Jdvestock and Veterinary Section. This section selects model
Farmers for raising up~graded dairy cows in collaboration with the Ixtansion
Sectiecn, vplants fodder crops, collects and sells hides, underiakes ”“rieys
of anxmal ¢iseases and constructs hide-drying sheds in "ollabcritl 1 with
WADU's MOC Division and the Livestock and Meat Beard. Together wi the
Training ard Trials Division it tuilds deronstration noultry housas, cggry
cattle shecs, T=edldts and paddocks at the Training Center in 3edd -

e
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cs Section. This section undertakes sury
-area populavion and offers courses con
T

foke
rea women. Lt also azdministers the World ©
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cining and Trizls Division: Training 3eciion. lhe (vaining
xg***s own field swafll, Tarmers' annitiees and selected far-
1gh broadeasting agricsulwural advice over ths radieo, offering
nourses as wWoel'l's Training Cen-er and demonstrziions in the field.

35, Tr11s5 Section. This sec'ion under;akes :
trials of vario:s ¢roos and t s the ;
yields. 1% also works on pest control meagures, malnly witn o

37, Dairy Farm Seciion. This ssction #Works on pasture management,
control ol exteinal livestock parasites and ways to lower calf mortality
in the ar:a. 1+ also promotes the irmprovesment of local dairy szatile by
croviding up-zrzded bulls for breeding.
38. Cron tarm Section. This section buys seeds to be distiributed
to farmers. [he 3Soddo farm produces maize as well as silage for WADU's
dairy catile, the Areka farm produces teff and wheat and the Atella farm
produces Leans.

35, Cron Protection Secticn. This section works on finding erisciive-
pest contiol —easures in the settlement areas, conducts chemical spraying
tri on 1

ials on uo* and trains extension staff in disease and pest control
easures. It also carries out experiments on different kinds of crov
szorage me thoos.

LO. Marketing, Credit and Cooperative Division: This Division pro-
motes the sstabliShment of cooperative societies. 1t performs its credit
and marketing acntivities through group marketing organizations that are
structurally similar to cooperative socleties but that allow WADU to retain
complete control until independent registered cooperatives are ready to take
over. It ilso runs coffee-processing factories in the highlands.

L1, ork3 and Services Divisions: The 3uilding Section is responsible
for all bu lding actlvities of the project, such as st aff residences, recrsa-
<ion centers and offices; the 3rick Factory produces obricks, cement and pipes
for use by the Zuilding 3ection; the WADU Club provides food and recreation
far the steff; and the Workshop Section is responsible for carpool, trans-

e d

port and related services.

internal (Organization-and Administration of the MPP

-
hz. ¢ince the MEP Program relies neavily on meinods developed by the
comprehensive projectss malnlj 3ADU, ZPID's organizational and administrs-
tive set- -up wWas upSlgnﬂd to have close ties with all comprehensive projects.
However, 1ts wider geograpnical coverage necessitated a diffarenz admln*s@ra—
tive set-up than “hat of the comprehensive orojects (see Figure 2 in Apvendix
JI11).
3. “°TD's leadquarters Crganlzation: spartment Heads.,  The heads of
lenariments are responsible for planning the work and budget, submitting
progress reports includirg an annual report, supervising and coordinating the
work, discussinz support from forelgn arencies, coordinating with, other
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?age ?
departnents of the Ministry of Agriculiture as well as with olher agencies,
and supervrising staff, including hiring and dismiszsing contract starl.

4 the moment the head
heads, on=2 E‘hi;ﬂlan and one expa
Project). A ﬂhlng nd Zvaluzvi

13 aided by two deputy

r o7 the dinimum Packazs
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whose thrse cisinc funcu$0n¢ Wi e performance of the

various projechts and programs corpri awﬂg 1*“’ID alan“ing Zor new proujects and

srogrems and pe-forming a varlety of sconomic analysas.

L3, Lizison Division. This division is responsible for IPID's super-

vyisory work on the comprehensive projects. For coordination of activities

between EPID, the comprehensive projects and other independent projects,

a liaison Committee for the package projects is to be ashtablished. This
Tiaison Committee Will consist of the heads or managing directors of the

dlfferent prejects, The liaison Division will serve as secretariat to the

mriittee and will be responsible for ccoordin

s
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o
s
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Ministerial Cor
authoritias,

ation with road

L5, Ixtension Division. Within EPID the main burden of implemsniing
the PP Program is carried by the EZxtension Division. It is in charge of
surveying new areas to be included in the project ana of supervising obser-~
vation, d@morstration and training activitles in the project areas. The
Zxtension Divisson consists of the Agronomic Group, the Credit and HMarketing
Group, th2 Arimal Husbandry Group, the Cooperative Promotion Group, the
Training Hroup «nd the Home Zconomics Group.

L7. The Agronomic Group provides technical advice to and supervision
af the Miaimun Package Projecis and the other areas of extension efforts
Witk

respict to agronomic problems. It participates in the planning of new
or expandad projects and takes part in the research and eiucational coor-
dina ion vasks. It is also active in staff training. Upon request, it is
required o sarve comprehensive projects and commercial farming enterprises
when time 1s aveilable.

L&, The Marketing and Credit CGroup is concerned only with the Demon-
stration 'reas and the MPP areas. 1its main duiy is to organize and supervise
the suppls of inputs and credit activities performed by the project through
marketing centers established in sach extension agent area. The group is zlso
involved in starl’f *raining in credit and marketing.

Le. The Arnimal Husbandry Group will supervise pilot animal nusbandry
activitie:s in selected areas, training of staff and preparation for future
expansion. It is not functloning to date ¥Noverher 1972).

30, The Ccoperative Fromotien Group is resoonsible for the promotion,
establishrient and supervision of producer cooperatives ic be develoved ocub
of the Marketing Centers. The group is also invelved in

«

e W
C
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tafl fraining as
well as training of' the cooperative society beard nmenbers,
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Szge 5
91, The Home Sgonomics Group ~ill be resgonsible Jor pllow activicies
in whe Ti:13 9f home eceonomics, training of stafl and ureparation for Tuture
sxpansion. e content of the work nregram will be de<ermined by a feasi-
biii:y st dy £o Te staried very soon.
3. Cowmmon Services Division. This division handles accounting (zn
zerval as well 2s MPP crediz acczounitinz), procurement, recruitment and staff
managemen:, vayments, internal contrul and legal juestions, and palzlcnpates
in the conpilztion of the annmal work program and budze’ oi EPID. The divizion
is rasponuiibly for the secretarial and transporit servizes for the headquarters.
. 5PI0's Tisld Organization: A3 #@as notad above, exte:sion activities
are carrisd on in three types oI arsas: Observation Areas (0OA), uemonstration
ireas (DA ano Yinimum Packaze Projects (MPP), which are 1onsbuuu;ve steps
in the dev2lnmment program of an area. After the decisien is made to vrovide
an area with extension activities, it is designated 53 an 04 and one extension
zzent 1s assined to undertake production trials and 3 goneral survey 07 the
arex. The agend works under a dirsct suservision of the iAgronomic Group from
the Ixtension Division of EBPID znd gets assistance from locally rea~ruiied

dally latorers,
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innovations are u"der taken an
farraers 1n each sxitension azent's
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aconomics) will
Dar “icipating

the resulis of *
ears, the Agrcnomic
xclude it from further project activities.

Lne observation period, which normally
Group decides whether to advance the
If proncted
are
ea in addition to the axtension a: who Was there during
riod. In each »f the two agent sreas within the DA, five
selected throuzh whom the demonstration effort is pro-
guida: £ the area supervisor demonstrations of avail-
inputs on crediti or cash made
area.

to

S'Qﬂ

[EASE 8 R]

L 13
2re

vear of demonstira
the regimning of

tion activities, the DA is astablished
the fourtih year, and is staffed by

five extension agents, and as many as five. marketing
ants* depending on the volume of sales in the zrea.
the number of model

During subse-
armers 1g gradually increased in each
reaches one model farmer per 100 farners(Ll) After
activities, the number o exitension agernts (includin

e increased® depending on the yearly incre-
farmers. The supervisor is resvonsible for
his MPP areaz, but he gets Mhecessary supervision and

ce from the groups Wwithinskhe Extansion Division (L2),

o

o
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PIENDIX I3

ADOTTION 37 TMNOVATIONS AT CADT

. The %ctension and Training Depariment 1s resvonsible Zer the
enina~ wor of information <o projeci-area farmers. Tach exiension area

ts wi‘h a% leasht one extension agent and oy the end of the third year
agsiswant exten51on agants are added in order to intensity the exten-
sion actititiss. Tach extension area comprises 1,3500-1,800 farmers and
10-15 model Firmars. Spscially selected and irained model farmers, demon-

stration rlot: and occasionally CADU's own farms are used as the major
maans of fnfllerslng farmers so that a high rate of adopticn of innovations
is a2ttained.

It s
s accordin:

important to distinguish among differsnt calegories of adeys=
3 reactions fo an innowvation. In the usual adoption process,
umner of adopters and the extent of their adoption of an innovation is
unction of tine. qunontially, adopters are classilied as imnovators,
rly zdovter:, 2arly majority, late majority, late adopters, and laggards.
zlassifivation is lmporuant because the source of influence varies with
differznt clisses of adopters. Generally for late adopters the influence
nearby sources such as neighbors and relatives is wvevy important, arnd
e
w

ot o
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is a stron: pressure on them to adopt. In the case of CADU, for example,

one would 2xpect the early adopters bto be influenced to » large axtent by the
extension 1gents, the demonstration pilots, the model farmers and the CADU
farms, and the lite adopters to be influenced more by neighboring farmers who
havs alrealy adonted.

3. Tor analyzing the adoption process within CADU, four innovations
will be considered: improved seed, fertilizer, soil preparation with im-
proved implements and row planting. To simplify the analysis, three broad
categorizasiorns of farmers will be distinguished. A1l farmers dealing with
JADU will e classified as adopters; farmers not dealing w#with CADU will

be classif ed 15 non-adopters; and the third class will be the model farmers
(who are adopters).

L “5 t2gin with, it might be worthwhile to look at the 1958 znd 1559
it programs, whose credlg policy was designed to promote the rapid intro-
-ion of the innovations in the project area as well as to publicize CADU.
ven thougl. statistics from the Office of the Provincial Government of
Arussi for 1971 show the proportion of farmers in Chilaloc to te §?i
387 landowrers, and 5% sattlers on govequent land; and CADYU publica
zive a 32% and U087 breakdown beiween tenants and landlords raspeciiv
Table 1 shows that the proportiicn of tenants purchasing seed and fler
on credit to ba smaller than ones would expeci %o happen by mere oh
those who took seed on crediz 257 were ?‘vﬂugn rs and only 17 wers
3% thosa whe took fertilizer on credit S0.47% were landowners compared to
y 2.5% fenants. This indizates that the tenants were not =ble t
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jources: Sompited from CADY lredit Program 1958799 and SADU 3pecial 3tudy
No. 3.
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study shows thit of ihe nmumber of adodler entira 2xtansion area,
72 wera within oo Y wara located te-
sween 5 and 10 57 the zdopters
iare liv.ng 1O ~ecause the way
the tensict e , one would

OéWD HE GONDE ZXTEISION

CTisbtancz & on Extension thamber orf Adopiers 23 1 of
Iffice (o) Adopters 211l adopiers
0-L.7 3¢ 1.1
5-% .7 13 2h.5

Sourza:  CADT Mialr Researcn Task No. 3.

s of the adopters within the
e among the different categories

the sociloc-acnomic statu
shows 2 marked differenc

cRe R ) The ncn-adopters szem to have smaller cultivated areas
ri. They nave fewaer number of cows and oxen. They are less
ren of groups and zssociations. They have a lesser ability to read
and write. Most of them are tenants (only 107 of adopters were tenants). OF
the acopters, the modern Jarmers cultivate smaller farms tut they are mors

litarate, rounger and ire more frequently members of groups.

7. “n an «ffort to find ocut why the non-adopilers did not buy seed
and fertil:ze on credit, several questions were asked. Fifiy percent of
the rejponcents said they had no money for the down-payment, 153 did not
celievé that it was beneficial to take credit, and 13% said that their
landlogxds were not willing to share the cosis or guarantee the loazn (28).
blmllagpqugs “icne indicated that mosi adopters had money available [or the
down-payment.

4

o L. . - R . P
3. A study on the amount of awareness of zome innovaiions
has also inilicated the non-adopters bto he less aware of them even though an
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Sosios =conomic Model Othar ALl YMon-
. Sraractaristics : FArmers Adopters Adovtears Adonters
Average no. o 1. cultivated 8 15 13 3
Average 7. <o oxen owned 5.6 5.3 5.2 3.5
Averaze no. <F cows owned Lo 7.5 ‘ 7.0 3.3
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irst two years of operation JADU was providing tractor
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7. Table 5 3hoWws Lne
by CADY.  The indication is

she wvalue of innovations by
the non-adopters seem Lo de
adopier:s. OF all ipnovation

Table 5: FARMERS! OPINION OF INNOVATIONS

Percentage HResponding

{pin.or of Effect Model Otner All don-

of mnovations Farmers Adopters Adopters Adoplers
Yields righ:r with CADU seed 100 28 Q8 97
Yields Yigh v 4ith Tertilizer 100 100 100 7
7ields high:r vith tractor ) 106 ¢3 95
{ields nigher +ith row planting 70 7 75 47
Sourcea: C: D7 Minor Researcn Task No. 3.
10, Several questions were asked to deitermine the number and type of
influenc» received by the farmers on different innovations. The findings

indicated! trat the longer an innovation had been on the market the nore
sources of iafliuence were to be found for i%. TFurtharmors, seeing was a

more importait influence for recently introduced innovations and word-of-mouth
is more .mportent for the well-established innovation (28). HNumber of in-
fluence yemepered by non-adopters are smaller than those remembered by
adepters  Tie non-adopters tended to rely more heavily on imprassions from
sources nearer and mors familiar to them, i.e., from sources other than

SADYU except che model farmers,

AN The dissemination of innovations is to a high degree centered
around tre extension and tie demenstration plots. <Questions designed to
find the axtont of influende from demonstration plots and the axtension
agenis nive come up with considerably different answers with respect to
different innovations. In ggneral, non-adopters mentioned resulis seen
at, demonstration plots less.irequently and recalled fewer comments from
axtension agents. This result was to be expected because by the time the
sunstions were asked the benefits of improved seed were accepted by nost
farmars and those of row-planting were juss being demonstrated, and 1% is
well understood that demonstration plobts and extension agents are more
effective in introducing new innovations rather than promoting already
establishad cnes.
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Th: Importance of the traditional (local) system of influence
can be sesn rom the number of times that people of different categories
#€ere mont:ion:d by farmers as the source of the main word-of-mouth influence
Wi : T to row planting. The extensicn agent at Gonde was mentioned
aople from CADU were mentioned > times and other local pacple
nxd 37 times. These "other people" are few in aumber, richer
nfluential (28).
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The Oredii Si-uation in Areas OSoverad oy the Projects

1. Bec wise no thorough baseline surveys have been conducted in areas
nowW under the three projects, information on the credit situation prior to
the projects is not available. However, 1t is understood that virtually all

subsistence farmers traditionally relied on moneylenders for credit since
instituticnal cradit sources considered lendng to such small farmers a risky
venture. A z-od indication of this is that the medium- and loug-iferm loans
outstandirz e azricultural activicies by the commercial bank in Zthiopia
were less thar. 0.5% of all outstanding loans in 1959 (S&1.

(]

. Fur-hesmore, the AID 3ank, /1 which was mainly established to mest

the pressing crelit needs of the agricultural sector, excludes ovar A0 of

the farming p«pulation in the nation from its credit program because of its
inflexible mirimam loan, c¢ollateral and other security requirements. Even

though about 3% of the lcans distributed during its first two years of full
operation were distributed among activities in the agricultural sector (Table 1),
big commeriial furmers and a few cooperatives were the sole beneficiaries.

For examplz, of 7th3l% million distributed to the agricultural sector, 73.8%

w4as accouithed for by three large-scale farms and 107 individual farmers

{Table 2).

Tible 1: DISTRIBUTION OF 1970-72 AID BANK IDANS

Ethiopian

Sector L Dollars Percentage
Agriculbture ® 3L,LLh0,551.73 53,35
Industry 12,505,%45.99 23.19
Dther 7,318,25.01 2 13.L3
. Total Sh,3565,353.73 o 100.00
P >
- -
source: Compiled {rom a press release for the second anniversary of

AID Rank, August 28, 1972.
1/ The Agricaltural and Industrial Bank 5.8, (AID RBank) was established
on August 28, 1970, by merging the former Development Zank of Tthiopia

and the Thhiopian Invesiment Corvoration.
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Ho, of Total Loan Average Loan

Jategory Clients (BLR3) Tthd) Sarcentage
Jooperzitives 11 41,081,202.00 370,0138.35 2.2
larege-scale

farmer 3 3 5,121,7¢h.28 2,00L0,358.09 31.6
Individual

farmer: 107 8,593,807.78 8L,05L .28 45,3

Total. 15,195,71L.05 158,530.53 100.0
Source:  Complled from a press release for the second anniversay of AID

fank, August 28, 1972.

. Th» CADU Project Area: The most wicdely used source of credit is
hort-term, ron-institutional credit at interest ranging from zero percent,
if the lender i3 a relative, to over 100% if borrower from moneylenders. A
credit survey of two areas within Chilalo (Digelu and Yeloma) before CADU
intensifisd its credit program has shown that 517% of the interviewed farmers,
whosa average annual income was estimated at Eth$300.00, had some debt (Table 3).
Jut of th2 1C5 sampled farmers, U4l.3% were owner-cultivators and 538.7% were
tarants. Cveralil, SL3 of the loans were used for improvements on the f{arns
such 2s buyirz a4 new plow, hiring an extira day of labor for weeding or other
nroductive purpeses, Tortr-six percent of the loans were used for consump-
tion such as feast expenses, tax payments and court case expensas. The
average si.ze of the loan was estimaited at ETth38L for the production loans

and Bth337 for the comsumption loans. The study also indicated that only

367% of the to=al number of loans, or 27% of the total value of the loans,
were paid bacl cn time (13).

'(f.l\./J

b, The major sources of credit were Lourd to be relatives, close
friends, cther farmers and traders. About &Y of the number of loans f{rom
rglatives and {riends were found to carry no interest charge, compared to
ohly 10% of the number of loans from other sources; and the average annual
interest rate ranged from 34% for the loans from relatives and friends Lo
about 1107 for the loans from cother sources (15). In the case of cash |
1gans, the most common interest charge was found to be REh31.00 per month
for every 7th310.00 that was borrowed (18).
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Table 3: A SUMMAAS
m——— hal
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" BEFORT

7 OCT THZ CREDIT SITUATION IN CHILALD
=

o
13
ADU EXPANDED ITS TREDIT PFRCGRAM /a

- o Al1 ®armers landowners Tenants
- -

Farmers intarviewed 165 100 L3 11.3 Sy
Taymers indabied 35 s 22 L3 s
“of loans naken for

productiva purposes sh - - - -
Avaraze siza of loan for

sroiuctive purposes (Eth3) s5h.c0 - - - -
7 of loan tuken for consumption

.
pur 108e S LS - - - -

Avera e siza of loan fo
L r s

r
consumg (5th3) 51.00 - - - -

iy

Averare aanal income (EthS) 300.00 - - - -
Sources Tomplled from CADU Miuuor Research Tagk No. 3.
/2 Direlu and Yeloma Areas.

able L SOURSES CF CREDIT OTHER THAN CADU, TO FARMERS TV
DIGETLU AMD Y ICHA AREAS, CHILAIO AWRAJA
; lio. of . % of Value or T ot Value
Sredit Jource Loans Lecans Loans (Bth3) of Loans
Relatives 35 32.4 1,355.00 2.3
friends 1k 12.5 350.00 5.5
Other farwmers " Sk L3.5 3,L21.00 53.8

Trader 3 and money-"
lendars 5 5.4 720.80 11.3

Jther .nstitutions 13 10.0 5.00 2.1
Tooo . 113 1006.0 5,332.@0 1C0.0

Source Compiled Irom CADY Minor Research Task YNo. 3.
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Tablas 3: PAALIIN 27 CASH N XIND
FROM DZF?EREET J‘ZDZT SONRSES T TuT DIGELI AND YRLOMA AREAS
Casn Loans locans in Kind 11 T.oans
Jalue Value Value
Riol of Av. to. of AV RIoH ol AV
Iredis ot Leans i7an of loans Loa of Loans Ioan
= 3 & T o 5
Sources ioans  (Eth3) (3) loans  (Eth3)  (3) Toans hd)  ($)
Relatives
and
friends 33 1,352 5%.5 17 25k 4.6 20 2,215 Lb.3
Sther
lender « 37 3,795 102.95 2L 351 1.3 51 h,1L5 5800
Total 7 5,757 §2.2 L 405 .8 111 5,352 37.3

Source: Compiled frow CADU Minor Research Task Yo, 3.

3. Us.azlly some type of security was required for the Lloans. iowever,
only L5% 57 ‘he relatives and friends, compared to 95% of the other lenders,
required security for their loans (13). Of the loans analyzed in the sample
survey, £7% had some kind of written agreement, 50% had betwean one and three
witnesses, hl.% had guarantors, 9% required land as a collaue*al, nd 73% re-
quired cclla~eril of some sort., Only 27% of the lcans were ven without

requiring any kind of col

P

5. Results of the
draw c¢onclusicns for the
cussions vith CADU staff

+

lalo seem to indicate that

tive of the Awraia.

7. The itDU Projec

lateral or security (Table 6).

Digelu-Teloma area credit study are too limited to
antire CADU vroject area, but interviews and dis-
maxing similar observations in other parts of Zhi-
whe Digelu-Teloma situation is in fact representa-

<

t Area: Although not as detailed as igelu-

feloma area s-ucy, a simi

in Wolamo Awr ija by the Plamn

Awraja, excluiing
sample survey. As wad th
to be the major lendsrs.
rowed fror other farmexs

]

thoge within

U

lar study covering a wider area has bveen conducted

ing Unit at WADU. All areas within Nolamo

the WADU project area, Were 1

case Wwith Chilalo, neighboring
Sixty-six percent of the surveye

comparad to only 107 from traders (Ta

the
found
Hor -

2
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GIVEN T0 DUIFFERAENT OSREDITORS
ARTA, CHILALO AWRAJA

Ipoans from Loans Total

Typas l=2lations

of and Other
Securiny Friends 4 I~nders 7 Cash 3 Kind H Loans A
dritten

agrement 19 8.0 35 0.2 51 72.9 23 55 5505
Sre-

witniss 1% 38.0 L2 78.7 bE  48.5 19 Lb.3 57 &0.b

=
L
3
yd
Y

Guaran Lors 12 2.0 37 50.7 32 11.5 Lo Lh.1

Land
collcsterl

Ny

L.O 3 13.1 10 1h.3 0 0.0 10 $.0

dny kind o?

s»aur ity 22 L5.0 58 95.1 55 78.8 25 63.4 81 72.3
Yo seciriiy 27 sh.0O 3 L.2 15 21.L 150 35.5 30 27.0

Total S0 100.0 51 100.0 70 100.0 L1 100.0 111 130.0

Source: Compiled from CADU Minor Research Task No. 3.

Tivle 7: ALTERMATIVE uREDLI SOURCES FOR FARMERS IN
0 AWRAJA

e et . S . 2

Y I3

wWde OL
___ored.y Zyurses Households Borrowing 3
Neighboring fzrmers 21,779 56.09
Lozal traders 3,158 9.78
Other scurcas /a 8,017 2h.32
Source: ‘mprocessed data collected by WADU's Planning Unit.
/a ¥onerlenders, local associations, eto.



3. Jith respecht bo interess rates, 2564 ol the surveyed htuseholds paid
no interest it all, about 25% paid interest ranging frem 1 to 50% per annum
and almout L37% of the households paid interest rates nigher than 507 ver
annum .,
Tatle 8: TMNTERRST IIATES 2ATD 37 FARMERS 1N WOLAMD AWHAJA
irpual irter -5t Rates Timoer oI housenolds T of dousenolas
Sharzes (%) Paying thai Rate Payinz thai Rate
-~ £ ~
0 9,058 25.00
> -~ - PR
G- 5( 3,278 22,20
51 -10¢ ,918 35.L0

Source: Unoirocessed data collected by WADU's FPlanning Unis.

3. The sample survey iﬂdiuated that almost all of the loans ziven
wara in cash, with less than 57 being zivew in kind. This seems rather
Lnuqual, tut most of the extension and credit marketing staff abt WiADU felt
that it wa3s reasonable becauvse people in Wolamo torrow mainly <o finance
feast celesrations. With respect to the size of loans, only 2173 o the
sampled hoiserolds borrow over Eth&hﬁ.OO per year (Table 3).

Tatle G: DISTRIBUTION OF HOUSSHOLDS 3Y SIZE OF LOAY
WOLAYO AYRAJA .
*
3ize of oan -
(vih31 Yumbar of Households 5 of Houzeholds
&5
1.C-15.0 5,772 - 25.5
15.0-30.0 5,L37 o 24.0
31.0-L5.0 5,003 18.7
L5.0-80.0 2,287 8.3
Above 9C 3,148 12.3
Toral 25,5u8 1C0.0

Sour 1: Unrrocsessed data collected by WiDU's Flanning Unit.



1. of parts o: wolamo within the WalU
projesct 2 usions. The majority of ithe house-
nelds in ghlands, in the settlement areas, were usually
indebted, lnost al loans, which wWers orﬂdQW‘ﬁan-ly faken for
consumption, weras made in cash. As has been the case with arsas net cov-
sred by WADU, ithe major sources of credit in both the aighlands and the

g th
settlement areas of WADU were found o be neighboring farmers, local tra-
ers, and local mnoneylenders. No collateral was requlred for most of the
leans, but they required written agreement . wiinesses or verbal agresements.
11. Qther Areas in STthiopia: It ﬂivbt seem hazardous to ze
these limitad findings. put looking at the similarity of the
social status of the rural Donulatwon ol the heteregenous parts of
and given the universal lack of a any institusionalized credit so
to serve *ie 'mall farmer, it 1s probably safe to hypothesize that +1e
dit situacion resealed in the Chilalo and Wolamo areas is indicative of
national cred:t situation. A 1958 Stanford Research Institute Study of
credit sitiation in Ethiopla seems to support this nyuothes~< {285,
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12, Tie «tuwly classified farmers into four groups on the dasis. =7 their
credit neelds. The first category consisted of subsisteonce farmers whose cre
dit needs luringz a season are on tha average less than Zth350.20 and who
borros to neer tlelr consumption needs rather tuan for production. In con-
trast, the fourth catepgory, or Uslass IV,Y consisted of farmers who have

had some elucszticn, who owned large tracts of land, who had no need for
small cons mp*ior. loans, and who by virtue of their vosition were eligible
for long-term lozns from financial institutions. The "class II" and Yclass
III" Ffarmers :oinsisted of owner-cultivators cultivating at least 2 ha.

of arable _and but operating at subsistence levels. Unlike "class 1," they
were in need o7 gmall loans for production purposes. According to the study,

farmers irclud:d in ‘"alass JII" were estimated %o be just over 'S0 of the
farming porulsz:icn in Ethiopia, with "class I alcne consiitut.ng 87% (55).

L]
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1, In Sthiopia, the maj =arketing activities are underiaken by
"

nrivate tradars. There are no markebing bearis and the cooperative movement
i 2:ointanzy.

2 ihe masketing system is characterized by some degree of competition
since few ba.risrs restrict the entry and exit of merchants., Along with an
assorimers o azents and brokers, the existing marketing system involves
issemblers, ret:iilers and sxporters to tha terminal markets. Most producers
5011 their surplus supplies Jdirectly to assembiars in the village marketis.
Arents ar: Zreqiently -mployed by assmnblers ana wholesalers tn.nrasars. .
SUpplieS Sor th: village markets. The wholesalars, <l Jeal in large aan-
p

Fad

2 mostly to reta:lers, and in the casz

s, s wheat, to the large
~nva* flouar ¢ 11 S

5

he village- and primarv-market lavel, there 1s usually one

sy and one ninor marxet day per week¢ At the terminal markets,

e large daily central markets selling mostly fto final con-
s. The *erminal markets st Addis Ababa, Asmara and Nazre?

ce setters.

SR oT mar ev
”q~pqd, she
T

I, “he nunber of marketing intermediaries involved in each ftransaction
“apand s on tha Jistance between “the producer and the consumer. In the rural
weas. There 15 usually one transaction between the producer and the retailer
and another one zeiween the retallers zna the consumer. In scme cases, thers
may be only oule transactior involving the producer and the consumer. In small
fWns there e as many as three transactions involvin" tha producer, the
atailer and the consumer. In terminal market towns there may
ions, wnich involve the oroducer, the assemdbler at the villacze
> bler ab the ﬁrxmarj mar&et, <he wholesaler, the retailar at .
zet and the consumer

Jillage Marketc: If 1s through the local rural markets?that nost of
“he marketitle 3urplus grains 2nter the marketing systen. These markets fon--
tioa mov c1ly 235 zssembling points for surplus foodstulfs but adso as retail
Jl?ﬁlloutl@ié.ﬁteto for locally produced and imported commodi®®es.
. "

.

4 v
e

"ese mariels meet deriodically, mostly twice o7 three times a
wrel,  The rural markets generally have only scant facilizies. Rebailers
seldom have ncre than a cover spread on the ground. Assemblars who are not
residents o7 Tae market area generally have no facilitiss and renove their

savrcnase £oom cthe market on the sama day.
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7., Tne area ser
ling Lo it. A 3urvey
the perindic marketis

peak trading zcotivity
is ahout 15:30. Thus
or avout 30 =m a3t the
ket visitors on & maj
the remaiiing 123 tra

3. iow ofzen & pers
his depenienz2 on the marx
praducts. 1Ir most cases,
for *he genial 1ife they o

TSN TTY T
APPENDIZ V
Dage 2

rn attends a market depends mainly on the extent oF

2t for asxchanging his surplus preduction for oiher

howevrer, markeis draw atiendance of visiilors simply
S fer

3. Mrimary Markets:  The primary markets are usually very o oailar in
funztion o tae village marxets, only consideradbly larger, sii - “hey serve
more prodicers ind consumers. Farmers from surrounding ar~ac cad mecchants
Wwho procw e swrlias from surrounding village markets co-e awe to sell
wostly to lar e assemblers or to theilr agenis, Who in turn ship most of

their purchas»s Lo a terminal market. In addition, thers are refailers
selling a wid: array of goods and some wholaszlers in the primary markets.

3. Terminal Markets: Addis Ababa and Asmara are the majsr terminal
markets, Srokers are used for all major sales and purchases in 2 nmarkets,

and they re insirumental
terminal ra
3

leval markets.

in setting prices.

11. darketasle Survlus: There 15 no guantifiable information regarding
the prepornion of surplus grains and pulses passing through the wvarious mar-
keting chamels in Ethiopla. Howevar, a study by the Stanford Ressarch Insti-
tuts has coyme with up soms estimates. Based on the assumption that about 18%
af the pop:lation was market-dependent for its grain and pulse needs in 1939,
of whizh 177 was in Addis Ababa and aboubt L9 in Asmara, the study cencluded
that the Zorminal markets in Addis Ababa and Asmara consumed just over 157 of
b ' narkz:t supnlies, and the remaining urban ceniers ancthar 103 (57).
» z 0 tals same study, assemblers handled an estimated net Sotal of
J - 11 marxetable surplus grain, wholesalers handled 20% <f the Zotal,
and proces:rors handled about 107 (all in wheat). Retailesrs handled only 4573
of the grain in the marketing system because consumers bough®s 3lnost 253
iire®iy from producers in rural areas. Only in terminal nmarkes sand large
primary markeis were mosi z-2ins found to have run the full sequernce of inTer-
medizries. 2
Q -
w
12. It is very difficuel. -+ get an estimats nar -

<ehed
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sumpbion of Arussi Province for the four major crops for 1%71. The popu-
lation for o in 1971 was estimated at LD0O,000. Assuming the per
capita comsumy n of Chilals Lo ba fhe same as that for Arussi and that
it grows at 57 per annum for all crops as estimated by the Stanford Re-
search Inshitute 1/ and further assuming an annual pooulation increase of
2.5%, 2/ cthe following estimates of the marketable surplus of the major
proiact-area rroducts wers made.
‘able 1l: ESTIMATES OF MARKETABLE SUHPLUS
IN CHILALO, 1571 and 1575
Amusl Total Annual Toial
der 1971 Total per 1975 Total
Sasits Consump- 1871 1971 Capita Consump- 1975 1973
Jonsump-  tion Qutput, Surplus, Consump~ tion, Curtpug Surplus,
t.on 3rilals Chilalo <¢hilalo tion  Chilalo Chilalo  CZhilalo
Crop  (z)  (%on) {ton) ton) (x2) (tons) {tocne) (tons
Wheat 11 16,L00 sh,380 +37,%80 51 23,100 97,850 + 7,7
b4 bl 2 > 3 »
Bar ley “8 19,200 108,770  +71,37 112 50,700 193,510  +1L2,910
Paas 5 2,000 5,550 + 3,950 7 3,200 13,200 + 10,000
Baans T0 L,000 12,310 + 8,310 13 5,900 13,L70 7,500
Sourze: compied from 080 and CADY publications.
Table 1 shcows hat Chilalo has an increasingly expanding marketadle surplus
oI ~he Zour macor crows of the rrea that needs to be exported tc other part
of the country. for a more correct astimation of the total marketable pro-
duction, however, knowledge of consuaption elasticities 1s necessary.
Price Deterninatisn a® Difi-rent Markets
13. An the national level, grain prices are largely determined by the 2
interaction of the supply of and the demand for marketable surpluses at the
terminal mackets, and they deiermine prices at lower-market levels. For <
example, grair merchants ig Chilalo, as well as CADU's marketing division, %
relate thai- buying prices #o the neti price that they expect itc raceive in -
Addis Ababa,
/ BN N . . . . s - - I - -t
1/ waedtlcs rave been ralsed ibout the reliability of this estimate, (57).
57 SaTrT s . e -
27 SADT Minor Research Task ol 3.
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h. "he 108t important merchanits involved in seining tne generzl level
5% prices for the entire zrain marketing system are the large assemplers
and wholesalers in Addis Abadba. Both zroups controsl large supplies of
zrains anc they boih undertake consideravle sea.onal or sveculative sticrage.
Their ~ollzctive expectation ol the supply-demand relationship and ftheilr
oility ¢ support the markew are thes major price delerminanis. i

A 8 W v
nian Orair Jorporation is now the single most important mercnant in the
narketing system. However, it i1s small in relation to the total market
~ ) - o : . 3 ‘/
handling caly about 3% of the marketable surplus in 19858 (57).

3. Frico satbsing at the assembler-wholesaler level in Addis Ababa is
fasilitated by brokers, Who reoresent both the sellers and the buyers. At
a fee of nnt rora than 0.5% of the value of *he transastion, brokers usually
negotiate the most favorable transactions (373. Being familiar with the
daily arrival of supplies and the available stocks in Addis Ababa as well
as knowing most of the important merchants, broxers help in wmaking the Addis
Ababa terminal murket a more competitive and ef fective wark-t.

id

15. 11 smaller and less important primary and village wmarkets, only a

small numb-r of rnerchants, generally with limited resources, compece {or =

supplies. Furthermore, the corresponding supply area is relatively small
with the likely result that supplies and prices will fluctuate coensiderailly

e,

vebtween pl.ices arnd over time.

17. The ganeral vrice level for pulses in the terminal markets is closely
related to world market prices. Thus, the price paid in the local marketing
system for pulses reflecis anticipated export prices, with the exporter taking
tha risk o3 price fluctuaticns. Sthiomia, accounting for less than 5% of the
“otal worle exdort of pulses, is a price taker in the world market (57). Thus,
the major ¢iffwrence between price determination of grains and pulses is that
tha basic rrico cof palses is not formed by the supply and demand relationships
in Zthiopi:z bus rather by the price available for Bthiopilan pulses on the

wor 1d market.

Market Infcrmaion on Supplies, Stocks and Prices

‘

18. ne ranga and relevance of the marker information availahle to eacn
party in a trarsastion is usually diractly related to the size and extent

of his markat cnvolvement. For example, the larger assemblers raceive fre-
quent prize insormation il”:Cle from the terminal markets by telephona. The
small farmer, +n the other Hand, is entirely dependent upon what he can Learn
from his neightors and the local village or primary markets. 4s a result,
the bargaining vpower of the "smaller varty in each iransaction 1is generally
less becausa of his lack okﬁirice information and alternative outlets.

7. Nothirg is being done, either at the natipnal level or wizhin the
projects, £ alleviafp thxs lack of market information at the wvillage and
orimary level of the marketling system, Howevaer, ihe OFQDOupu ‘Liu, grain
3ezaling Servicet ty CADU may indirectly result in improving & situazion
within CADU. The orogram proposes to look into the p0351o¢1¢u1 of having
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proiect-rraa farmers freelv use TADU-supplied scales Zfor chzcking the welght
of their grzin and at the same time be given 2 rough idea of the guality of
heir produce znd the ranga of prices they can expect at thelr marxeis.

20. Th.s vlaﬂ was tried on an experiwantal basis in Zour villaze mar -
¥ets and the primary markest at asella. In almosi all of the areas where
the prograa Jas operative, local merchanis resented it vehemently, and ai
times viclennly. In Bekoji and Asella, the municipality chiefs opposed
the whole id-a 2L the program. Interventicn of the Governor Ceneral was
required to implement the program in Asella. In spite of these setbacks
during tr= tvo ind a half months that the program wWas operative, nowever,
<he Planring anid Evaluation 3ection considered the excariment a relatively
successful ventire and has suggested running the program in the future on
an expandz2d tasis.

21, In geeral, the lack of adequate and reliable informazion at all
levels oi thr m¢r<et1n9 system is a primary cause of the wiegual bay ‘gaining
power of =he producers, poor producer prices and the low-level of inter-
market price zonsonance. Information about supplies, stocks and pricen iy
bsolutelr es:sential to the smooth working ot the marketing systen.

5
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. The ”'a11a0111ty and cost of transportation is 2 major determinant
the cecat e®ciency of the marketing system. Transportation also largely
erminee tla amnount and location of the marketable surpluses that can be
iciently 1ategrated into the marketing system. The country's objective of
anging the subsistence economy into a market econony is very closely asso-
ated viih the axpansion of the transportation network.

OO 8 u O
eI o D ey Ry

L

*

Mos . grains and pulses are handled over medium zand long distances
v trucks. Foom ths farm to the village and primary markets, however, mules
and donkeys provide the mest frequen® mode of transporiation. The condition
of the dry-westhir roads varies considerably, as do the per ton-kilometar
transportazior ciarges (Table 2). The difference in the cost pen bton-kilometer
relates Yo the asallability of backhauls, the conditions of the road surface,
the terrziy ccvered and the degree of compebtition among transportiers on the
routes. Tie rates specified in Table 2 refer to those of the CADYU Marketlng
Division wiere avallability of bvackhaul was assured, since arrangsmenis were
made Jor tiwe raulers to carry fertilizer from Addis Ababa to Asella and the
various trade zenters, and to carry vack grains from the trade centers ifo

~

Aol Nazvet and Addis Ababa. The variability of the +r@nqoorwau;on rates

o

is very apparent in this sample of rates paid bg the CADU *arketing Division.
ol "he leng hauls over all-weather roads have the lowes® cost per ton-

ziloneter. Short hauls over all-weuther roads are relatively expensive. Zven
thoush it is not very clear from this table, those hauls that require travel
aver dry-weather roads are expansive aven for l g hauls

-

3
the decline of tha rate from Addis Ababa fc Gimbi from 2Eh3120 per =
nBLS per ton following the zompletion of the all-weather road (37)
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ners and lccal
lage and ori-
porterage 1is
alse used in moving mer”ba o] te Tural
narkets bty tie Large markeis.
Table 2: ‘”SPO. TATION CHARGES FOR HRAINS
PAID .ﬂ CADU'3 fL.Jz ITING DIVISTCN
T (Eth3) Distance (Sth3)
From To per q (¥m) per ten-xm
Addis Abata Nazret 1.50 100 0.10
Addis Abatsz Asella 1.80 175 ULl
Nazret Asella 0.80 5 AL
Asella Sagure 0.30 21 0.2L
Asella Lole 1.00 33 0.31
tsella 3illalo 0.30 11 0.27
isella Kersa 1.50 57 0.28
Asella Asella Trade
Center 0.10 2 0.50
isella Xofele 3.75 370 0.11
Jource: CAD Marketing DRivision files.

4

(A
.

2 Transportation by animals is relatively expensive, nowever. The
Imperial Highwiy Authority has QS‘“%aued Eth$2.480 per ton-kilometer as the
cost of carrying gooﬁf bty mule or camel (58).

27. The yotential savings that would accrue from the constructicn of
fander roads in the surplus-precducing area are thersfore likely to be larcze.
The cost of zetting @ﬁe preduce to the primary market and the price offered
2% the markat determines the supply area and the quantity coming from it.

a
Therefore, lowering the cost of moving produce {rom the [arm fo the marketl
should incr:ase the size of the supply area associated with each market,
This would 1t2ve the advantage of increasing +the marketable surplus supplies
and loweriniz ol marketing margins as the result of lower assembling costis
and a2 greater Ty-vassing of local market
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Grades and 5iancdards

-

ere are no formally established zrades for grains and pulses
shrougnoui. the country. 1In nructice, varietal differences are ussd as a
measure of intra-commodity differences. ror example, with teff, three
color gracuations ranging from white to red are recoguized in almost all
markets. Similarly, three color-based varieties are recognized for wheat
and barley oy the large merchants such as the Bthiopian Grain Corporation
and the flour mills (Table 3). Quality differences based on such measures
43 specifi: gravity, moisture content and level of impuwrities are not rec-
ognized systeratically by the marketing system.

R

e

ITiole 3: PRECOMINANT COLOR OF VARIETY

i Teff _ Wheat Sarley
Yariety I Red Black\ ‘ Black
Jariety 1T | Mixed BrowWn Grag
Jariety IID vnite wWhite white

Source:  fRI leport No. 15, Marketing of Grains and Pulses in Ethicpia
:nd TADU Marketing Divislon interviews.

2. Currently, the marketing division at CADU is purchasing wheat

rom farmers on the basis of four specilic grades. The grade specification
s based on the lavel of impurities. This was possible because CADU was
able to connend with the major national problem of the mixed nature of the
seed stocks through the distribution of improved wheat varieties of uniform
quality (Tanle L).

b By PO

3

30. The ~ain reason for the current market classification of grains
on the oasis of the predominant color is that all grains produced and sold
are composed of a mixture of varieties since the seed stocks are extremely
mixed. An inalysis of four wheat and three barley samples by a Stanfords
Research Inititute Marketing Study in Sthiopia showed that, although thé
black varie:ies were predominant in each sample, the other varieties made
up as much as 17% of the total weight of the wheat and 257% of the darleys
(57). Anoth:r major pRoblem is the lack of a sufficient penalty for the =
inclusion o7 foreign matter in the commodity sold.
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Page C
Table L HANCGE SF PRICES FOR DIFFERENT GRADES
b OF WEIAT AT CADU, 1872
Maximum
Crade Impurity Allowed (%) Purchase Price per Quart
T 2.5 ag fixed per Grade I per
trade center

11 5.0 Grade I minus Dth30.30
ITI 7.3 Grade I minus Tth$l.00
17 above 7.0 Grade I minus 3Tth323.350
Jource: ©CADU [farceting Division files.

31. Incal tareshing methods(running animals over the dried grain stalks
on the ground) often result in a very high weed-seed and foreign matter con-
tent. One study has shown that weeds and foreign matter in the wheat samples
venged up to 297 by weight and up to 2L¥ in barley (27). In general, there-
fore, the marketing system is not yet able to distinguish quality and nence
reward merc.ants and producers on that basis.

32. Thiis inability occurs despite the fact that consumers usually snow
«plicit prafserances in regard to grades and varleties of a commodity. For
example, Table 5 shows that the annual wholesale prices of red teff compared
With orown, rnd brown wheat compared with white were considerably differsnt.
Interestingly enough, it was also noted that in periods of inereasing scarcity,
*he orice difference batween 7varieties tended to decrease and vice versa (57).

33. Tre matric system is a welllaccepted standard system of weights
znd measures in Etniopia. However, there has been very little government
checking of the weights and scales used by big traders. Furthermore, even
if the scales ured indicate the weights correctly, most producers must rely
oan the traders -o tellgthem the indicated weight of their produce since

they cannot read. The GADU marketing experiment found that, in most zages,
the farmers Jere being-.'cheated," either by false weighing or by incorrect
calculation »f the amygt of money their produce was worth. The study indi-
cated that 20 out of 2%=traders (59%) paid a sum ranging from 80¢ to 95%

of the correct amount, which i3 on the average Eth$3.00 per quintal less than
zorrect amount (27).

Storage Needs by Farmers

3l Yven though the activities of the package projects have resulted
in more or less doubling the production of peasant farmers, it would sti


http:Eth$3.00
http:Sth$1.00

Tahle 5:  COMPARISON OF TIIRA-COMWDITY PRICE DIFFERTNCES
o Zad mff Rrowm aneat

Jear (Browr Teff = 100) (vnite “hea* = 100)
1552 Th S0
1%53 79 G2
155L 50 G
1555 33 95
1655 89 33

Sourze: SRI Report No. 15, Marketing of Grains and Pulses in ZEthiopia.

not be fzr from the truth to assume that small owner-farmers and small
=

tenants raying rent in xind have less marketable surplus grzin than large
tenants (con.ract farmers) and oig landowners. In addition, most farmers
are under consiierable pressure to sell most of whatever marketable sur-
plus they hae within the first few months after harvest, since borrowed

money , taxes ani other fees are usually collected at about the time when
harvesting iu a+< its peak. Tven credit granted by the projects is due at
the peak »f the harvest season. Consequently, most farmers have no need
10 underzike more seascnal storage than that required to meet their owm

Loy

770/71 weekly purchase of zrain by CADU emphasized this point.
¢ there were no purchases made after April, indicating that
dl¢ whatever marketable surplus they had by them. With the
veak harvest tine for the initial CADU project aren ranging between nid-

December :nd 1id-January, 11% of *he purchases were made in lovember, 28% in
December, 27% in Jamary, 27% in February and only 7% in March (Table 6).
35, his pattern is in spite of the fact that, in the 2ADU project
area, the superiority of the local storage method over nther newer methods
hag been confirmad by the Azriculsural “ﬂ51neer1ng Department of CaADU. The
dry matter loss of the local storage bins wa® only 27 compared to 57 for

matte
the Haile 3elassi I University Zxperiment Station fabricated mocern bins.
Mhe losses due to weevils, rats and insecis were fcound o be roughly 5% (30).

Seasenal 5.orage by Traders

~1

N

. Vith fairmers selling “h:
3

dulk o7 thelr surplus socon afher harvest
nd consumers dermanding grain s 2

]
: over a much longer period, inter-
mediaries n the marketing systen nust r necessarily under take substantial
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Table 33 HONTH. . PURCHASTE OF GRAIN, JAJU

Y
1970/7

Tolume in

Month a 5
November 1570 3,200 1l
December 1970 8,200 28
January, 1971 7,500 27
February, 1971 8,000 27
March, 1571 _2,C00 1

Total 29,000 100
Source: CLDU Statistical Digest.

seasonal storage. Retailers usually undertake only short-term storags,
implying :hat mest storage is undertaxken by assemblers and wholesalers,
and also 3y willers in the case of wheat.

35. Mumarcus small merchants living in urban centers also undertake
considaral:le 3essonal storage. They buy at harvest time and in some cases
receive giains in repayments of loans, or from forward purchase, at harvest
season prices. A rew large merchants are able to amass considerable re-
sources fcr the holding of grains and vulses. The largest of ithese, the
Bthiopian Grain Jorperation, cossesses 29,000 *tons of modern oulk storage
capacity znd 10,700 tons of bag capacity at 13 locatiens (57).

Source of Zredit for Traders

39. The Commercial Zanking system provides over one-half of the
operating :apital of the large merchants. It local trade of grains and
pulses, th: Commercial Banks financed estimated holdings of 30,0C0 tons,
which i3 over one-quarter of all the grains apd pulses consumed in the
terminal markets and large urban sreas in 1957. Thers ars no available

data for racent years, bul an interview with the manager of the Zommercia
Sank at Asella indicated that the demand for credii by local merchants is
increasing, evan with obligatory 2C0% collateral (57). For additional
security, —he 3arx holds ti*le to %fhe goods that are sitored by the merchants.
f Tthicpia waxes loans to traders as low

es varying from 7% to $% per annum, in the

S

Lo, "he Jommercial Bank o
as Ttn31,000.0),at interest rat



nope of oeildiing up their bisinesses Lo the point whesre 1t could profitably
loan to then (395). T[he major barrier to expansion of crealt, howaver, is
+he genernl rejuirementi by tne Commercial Zanking system o7 securiiy of

xim . 7 on eazn loan

ted. Such a stringent polizy not only

zran e 1
traders, who themselves tend to have 1liztle
1s al

its the credit avalladle o %
mortgazable real property, but 2lso resiricts the gener expansion o7 credit
a1, Improvad credin fazilities and resourctes are 35 al atv all

ved system

3 1 a enti

levels to modify seasonal storage probiems, Obviously, in impro
producers by

v

or

roo

of producer credit would enhance the barzaining position of
freein: them from ithe need to sell their surplus immedialely aft
The ap.lity ¢f a sufficient number of producers to withhold even a marginal
amount would tend to raise the average vprice received by all oducers.
Furthermor:, an improved system of irader credit would increase the resources
availatle “or seasonal storage and generally improvas the operating efficiency
of the mar-eting systen.

er harvest,

',

Temporzl > ice Behavior

L2, Th2 behavior of commodity prices resultlrg from basic changes

in suprly-demind relationships, but over different time periods, can be
analyzed in terms of sezsonal,cyclical, trend and irregular factors. In-
formatism is available only for the project area within ZADU; for analysis

of the temporzl price dehavior, two terminal markets, one primary market,

and two village markets have been selacted. Price data were collected

from CAJJ and in few cases from information provided by the Ethiopian Grain
Corpora:ior. The major problem in using these data stems from the differen-
ces in netnads used in c¢ollecting the figures, the honesty of the individual
collectors anc the general reliability of the price data. Dye to the lack

of sufficient time series information on price (complete data was available
for three yo2ars only) only graphic analysis is used to indicates the seasonal
price fluctuations at the different market levels as well as to show :y”T‘ﬂal
variaticn. For illustrative purroses, the most important crops within the
CADU orcject area, wheat and barley, have been selected,

Ly, - ¢ “he seasonal price movement is best illustrated by the oscillati
of the monthly prices. The patiern of price movement at all market levels i
very similar, with the excepthtion of some differences in the months of lowes
and nigna2st prices. The highest price T3lls between the months of July and
September, with September being the most usual. The lowsst price occurs
between Janvary and March, but most usually in January. This low coincides
with the ma’or post-harvest period of marketing by farmers, while the period

of nizh vprices corresponds with the pre-harvest scarcity of foo%stuf?

D

o o

bl Une would expect the rangs of “he seasonal orice differences to

Ye narrover Jor terminal markets compared to the village-level markets due

%o the gieatnr availability of storage, information and other facilities.

This is rot :learly apparent in this study, even though viriation betwaen
d

comnodities ind between the marketing levels is observable. Among the
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Producn ;;9;2 ilazret  Asella Dera  Huruta I=aya Sagure Sekoil
Mite whoat 21.52 10.8L 7.38 3.00 10.hL? - 5.13 &.13
Srown whezt 10.12 3.25 5.75 11.80 bh.53 - 3.50 -
3lack wheat -~ - 5.85  15.0! 5.22 - 38 7.20
Mixed wheat - - 5.20 8.35 G118 - 8.00 7.37
“hite barley 12.53 150 12.L3 1h.37 11.18 - R.2 . 11.L7
3lack barley - - 12.25  13.75 12.29 - 9.L35 11.20
Mixed bvar ey - - 12.13  1h.k2 10.52 - 3.77 11.70
Flax - - 13.L0  15.82 3.L:8 - 3.19 8.30
R .pe seed 5.89 5.50 7.b0  8.58 5.00 - - -
Peas 15.47  23.3L 1h.38 7.93 13.33 - - 12.15
Ientils 11.02 8.0 10.12 9.38 L.75 - - -
Source: Jomnilad from SADU Statistical Digest and Zthiopian Grain Corporation

il s,

zrains, tha diffarence beitween the maximum and minimum prices for 1970 ranges
Trom 23,20 for mixed wheat to 312.13 for mixed barley in Asella, and from
27,37 o 3.1.72, respectively, in 3ekoji (Table 7). For pulses, 1t ranses

om 35,30 for rape seed to 323.L0 for peas in Nazret, and from $5.00 to $13.30,
respactive’y, i1 Yuruta. This instability in the seasonal price paftern re-
sulzs orimarily Irom deficiencies in the marketing system such 2s the rela-
tive
2

Vs
KD had

1y uncoordinated nature of storage, the poor inter-market integration,
crowding ol %ost Tarmers! sales 1nto a short post-harvest p erié@ and the
general lack of gapital for investment in storage and marketing fazelities.

L3, In 1 parfectly in*egrated market, the price of z commodity should

te the same in 2ll markets after transfer costs between marksts (transportation,
handling, and »thar variable costs) have b2en deducted. Thus, orices in deficit
aresas rust be higner than in surplus areas by an amount equal to the transfer
costs. In zhis swudy, a comparison of the price differences with the cost of
neving supplies batween ﬂarkets is used in analyzing inter-market price
relationshiss (Tables 8 and ©).
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3721 costs. 1
he 1zw and loose adiustment tetween ths marke
Any adfustment that takes place iz only in response £o rather dramatic o
movenerts . Adtorg the factors contribu ket
integration :he most important probably is the low level of market inf

available, pirticularly to smaller produzers and traders, making them unaware
of price dis:repancies. Even if they were aware, they do not have sufficient
varzainirg power to influence prices significanctly.

Marketine Margians

L7, T toudl gross marketing nargin is the difference netween the

price recaivad o5y the producer and the price paid by the ultimate consumer.
Normally, there should be a distinction made between the margins to assemblers,
the margins ~o ~wholesalers and retailers, the margins to expociwss “nd fhe
margins atbtiribused to seasonal storage. Here, however, the discussion will
be limited to gross marieting margins for the sake ol lopdiszily and because
some data are not available. o

L3. Tatle: 8 and 9 show zhe total net marketing margins under ithe most
favorable cordivions. The analysis is based on ihe assumpiion that wheat is
bougnht at the poak of harvest time from a village or primary market, trans-
ported zo a terminal market and stored until September when the price is ex-
pected o be the highest for the year. "Iransfer costs!" inciude fransportaticn
costg and other handlineg and stcorage costs. Specifically, the following costs
are included in each transfer cost figure:

(1) Transportation cost from the village or primary
market to a terminal merket

(2) unicipality tax, which is 10 cents per guintal
(3} A six-moath stiocrage cost, which qual to
54

1¢r a7ua
per guintal, basad on what TADU pays for r
nouses at terminal markets

30 cents
nted ware-

{4} Ioading and unloading cosis at 10 cents for loading and
17, cents for unloading for a total of LO cents per quintal

{a.) Ioading at village or primary markeb
(53 Unloading at terminal market for storage
(¢) ILcading from storages for final distribution

{a) Unloading for final distribusnion
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L3, The total ret marketing margins indicated on Tables 8 and 7 iu ..t
allor for risk, fixed co37s, cost of capital invested and storage cosits suzh
as weigh~ loss, insect damage and other losses in quality and quantity. Tha
marging soen *o be high ccompared to a situation where the markasting systen
is hizhly Integrated, but not ag exhorbitant as many have indicated in the
past. I -restingly enouvh, the margzins seem to be nigher when ihe ze.eral
price lev/a2l 1s high, indicating that in general traders tensfit more than
producers daring years of higher vrices.

Table B: MAPKIZTING MARGING FOR WHITE WiBAT WITH THE

TERMINAL (ARKET AT ADDIS ABABA. AS THE BASE
o Srimary Market Addis Abava et
or Village = Transfer Price in Marketing
Price in Feb. Cost September Margin 7 of

Town _ Yeir (Eth3) (Eth3) (2th3) dargin
Huruta 16538 19.2% 3.0 2l L3 1.50 8.3

1959 2147 3.590 22.71 -2.29 -10.7

1$70 2L L 3.%0 30.98 2.9L 12.0
4sella 1908 20.25 2.%0 2L.L5 1.50 7.9

1955 19.%0 2.50 22.71 0.51 2.5

1270 22.50 2.50 30.98 5.38 2L.3
Sagurs 1558 17.00 3.10 2l.L5 L.33 25.5

1959 15.20 3.10 22.71 1.h1 7.7

1970 22.00 3.10 30.98 . 5.88 25.7
Bekoii 1948 17.75 3.35 2L LS 3.35 18.8

1949 17.00 3.35 22.71 2.35 13.3

1970 21.50 3.33 30.98 5.13 25.3

3ourcea: CADU Statistizal Digest and Marketing Division files.
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S CRESOTE VI

boe
'El:ix!;_l‘: ECONOMLIC RATE O RUTHE . UALCIEAT Hedhs . Cauvk

ben it salvulation Ttew L9Li/68 1968769 1enyl1a 1470/l CHIRRN 1972473 o

§nad
Sold gy, or wheat sved, q (oo kgsha) 1, A00 5,405 3,50 HARA 19,640y 1,000 1y, uui 14, uoi
Suiu gy . ws mdiagy wvisd, 6 [OERTIR S - - T Ly Dang B YOk S
Sold gy, of mafze seed, dgs. (25 kg/ba) ~ - 4,500 JuS 16, Uy LTINS [NV 3ek, i
Sold qty. of fodder beet sueed, kes. (JU kg/ha) - - 50 105 L90 g ehid frnd
Alieml povd, « pui o G/ diei. Swal o pel b Bar e Hors Vily ERE A ERRE sr0d
barley seed, § per g/ /incr. o3t per ha. - - 2475 ST 257y 5.y 2505 PAA
Matze wewvd, $opvr kgSinor. sost opur bao - - g,oRAN IR RTER TS R AR o010 [N tEa Rt [FNTa Y
Fodcer peet seed, § par Ky - - 14 15 15 15 H 1%
Sold gty. of fertiltzer, g (b gihe) 25 3,431 15,620 55,420 YU, GO0 (IR Hht Uutr [ERTn
Fertilizer, price per g (&) k1] 38 39 14 In 19 39 '

Vinld Dwiement
Tield focr, due to bacley aved,  §/ha - - 4 i & I 5 Y
Yield {ucy. due Lo wheat seed, a/ha i 2 2 2 Y 2.9 2.5 tY
Viold rodr. duo to zalze seod - - 1% 15 14 1 I i
Yield yuer. due to rert, on wheat gioa 5 b b3 5 A b3 s M
Tield docr, Jdue oo h-rt,’m”bqrﬁcyr;“’h‘.xg - - 5.3 5.5 <A a5 5.5 R

Hatketloy
Hought gy, ol whedt, g 4uid 3,300 v, 34 23,984 i, Oul G, gty 30, L P10, 000
beught gty. of harley, g - - - 1y 1,500 H Yl b, Tow 2, Uit
koushit qty. of {lax, g - 710 748 &,100 PR 9,000 B UGG PRI
Yought gqty. of milk, Hloeve » 1,00u 4 136 318 159 x3l JEAY i) 17
Frice/lacr. price for wheal, §/q YT 2243 2413 2248 F TR Y HYF 1/
Price/tuer, price tor barley, $/4 - 1573 1573 1573 1571 Vit 2ty
Price/inct, price tor tlax, $/4q - 2574 274 234 204 1974 1k s ii
Pricefiner, price tor malee §/q - - 12/2 1272 P2/ PN 1274 0402
price/foer. prive tor wlik g/llter 15/15 25/1% 25715 25714 25714 SNLY IFTAS] ThIL

beoerity (20
Benel ity due tu betier wheal seod 23,20 186,903 286,272 408, 500 A42,000 457,000 R R AR f, Ul
Senefits Jue to better barley veed - - 5,500 AR £ <7, uun L h00 i o 200
Bopeltts Jdie o betler madee seed - - 0,600 4,700 b, UL 204 ,L80 T4, utu o ut
He clito adoe to bettey todder beet sewd - - 2,450 5,194 19,600 PNt 39,00 fio Hn
beuefite dae to fertiliver {ou wheat) 1,800 247,002 1,264,27¢C 3,263,400 5,580,000 o, 1d0 Ol (AR SNV bLS6H L
Seneiits Jdue ta purchase of wheat 1,440 b, 900 14,947 73,940 380,000 YED IR 5030, sty s G
Besefits Juw to purchase ot barley - - - 1,500 4,500 4,500 Gl [ARYITE]
fene tits due Lo puzchase i flax - 2,640 EIN oy, el 30, Lol Su,00u R 21 utn
Seticlito due to puaichagse of mllk 650 20,40y 47,700 3,650 Y, UGl 21,400 Wi 24, sl

Bumetity gencrated from apric,

activities

Cout af healtho aervice

Cost w!l wveterioary mervices

Cont

G water supply

Proerdm

Total minlona benelits

Total wet projedt
griterence

Internol yote of

Telturn -

cudl

2u% over 13 years

21,080
10,400

15,000

22,080
2,880,100

(-2,828,020)

Aule, 015
23,610

13,412

511,157
7,312,500

{-6,801,44 1)

boubd,ule
L4, GO0

18,880

1,726,800
3,660,800

(-1,933,994)

3,826,002

60,545

3,904,119

5,036,400

(«1,ud2, 0812

6,407, ot

43,b4b%

FhL 204

7,405, 1A

(-550, G

7, Wh0 cuu

B

1,064

L e
7,399, 6817
L, 672, BuY

oS4, 857

IR OT N Y

1,05, 170
L EEY 00

t1, 985,77

Houly

CADE Plannine awd Evaluoation Units,

Jyath, L

TEL, B
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Table 2; LCONOMIC RATE OF RETURN CALCULATIONS, WADU (Eths 000's)

Cross Value Less
Vony o wi Froject Gross ‘roject less Net
Additional Queputs ﬁggningsiﬁ.‘, Benefit Coure/b Fare Tneore Deaciita
i ~ - - 310 - (- 310
2 154 6 160 3,980 84 (-3.904)
§ 507 _ 22 529 2,420 114 (-2,005)
4 977 24 1,001 2,063 147 (=1,20%9
5 1,673 27 1,700 1,450 150 100
6 ?,484 27 2,511 1,150 160 1,201
z 2,216 280 2,496 694 165 1,637
B 2,27? 7 2,279 498 166 Ti,615
9 2,283 7 2,290 492 166 1,632
1o ) 2,282 7 2,289 492 166 41,631
11-20 2,282 7 2,289 469 166 +1,654
Economic rate of revurn 13% over 20 years
Source; WADY Appraisal Reporc
la Tucludes gros§mvague of crop and livestock sales from the Project Yarw and residual value in year 7
of heavy machinery used in soil conservation and land clearing.
/b Includes 10% contingency, but does not include costs of farm credic inpuls, which are shown as farm

inputs. All costs are net of duty, . —_—
fu g

Includes additional farm inputs used under the project but not add:tional labor. since there arc few, (g g
if any, other opportunities for productive employment. If farm lavor costs are included, the rate ni?%
tall

of return is 11%.
*




1471
1972
1973
1974
1975
1976
1ui?
1470
1975
1530
1981
1yaz
P483
1984
[9ab
JRETY
1987
1548
Fody
1694
1Y%
1392
1393-195

Evutionfe tale

Benetily

Table 3 ECOHOMIC RALL OF KETunti COUT77 0 00 ACRICUTLEAL MEXDIUM PACRAGE JRaTHC L rrivban’
Conty Incremendal
EPLL Conts Coup, , Cost vl Roads Stocky of Tota
0 Ch Aved Y iy MP Aveas e, dwepr, Fmrwenigtway  renel)al i I ET bergglicer Cantw
»

787 30u Tdo 431 - - - 200 o7 2,431
1,297 285 522 1,627 - - L1 2y 4,181
2,085 285 458 2,214 - - - 1,069 b 6,221
2,878 85 458 3,748 146 540 - 2,18% 14t 16,385
2,746 245 458 4,819 227 1,114 142 3,776 2G4 14,421
2,240 45 408 5,857 Jub 1,706 3,633 5,688 3% 20,170
2,143 143 458 0,403 ¥} 2z, 4Bo 3,78% 7,868 FI 23,450
2,214 - 458 7,092 220 3,227 3,933 10,217 282 27,943
1,842 - - 7,530 $01 3,469 483 12,570 251 i, 780
1,842 - - 7,344 74 31,712 483 15,09 284 29,43y
1,842 - - 7,184 824 3,900 443 17,332 254 i,BlY
1,842 - - 6,978 895 i, U68 483 149,194 1oy 33,0599
1,342 - - 6,257 89% 3,650 483 20,639 (243 33,912
1,842 - - 5,91% 595 3,225 463 21,481 81 33,920
1.842 - - 5,581 895 2,738 a3 22,077 &4 3s5,60%
1,842 - - 5,357 895 2,212 83 22,424 27 13,220
1,842 - - 4,721 895 1,8%0 483 22,01l i} 32,213
1,842 - - 4,721 #95 1,650 L3 2,061 - 32,052
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