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ABSTRACT

The government of Ethiopia has developed a Growth and Transformation Plan and
strategy which encompass different development programs including the agricultural
sector for five years. From the agricultural sector, Sugarcane production on 85,333 ha
of land to produce beyond 800,000 tones annually through developing new land
expansion and outsourcing of the existing Sugarcane Production Estate farms by the

end of 2015 as part of the plan.

To this effect, a study was conducted to assess the effect of the expansion and
outsourcing of sugarcane production on the farmers’ livelihood as the Case study in
Boset Woreda , East Shewa Zone of Oromia Regional State Ethiopia. A simple random
sampling method was used to collect primary data from one kebele out of four, three
extension agents out of seven Woreda Administrator, farmers and women, Wonji Sugar
Growers Cooperatives and Wonj Sugar Cane Estate Farm Planning. Interview was
done with three extension agents, Woreda Administrator while group discussion was
made with members of farmers and women associations and Wonji Sugar Growers

Cooperatives. Secondary data was collected from Wonji Sugar Growers Cooperatives.

The Data collected was analyzed with descriptive statistics. The study reveled that the
farmers annual net income from grains production on their own same size plot of land
was better than the annual income generated from the newly government driven
approach of expansion of Sugarcane production on farmers land. The annual farm
household income generated from maize and chickpeas production was 270% times
larger than the income produced from outsourcing of sugarcane production on
farmers the same land, the 20% increment of expansion of sugarcane production on
farmers land had lead also to reduce 6% the previous annual income of farmers
generated from grains such as Teff (Eragrotis teff). In addition, the program decreased
the availability of crop residues and farm land forestry used as animal fodder, energy
source for household purpose and construction, shortened the grazing land which
affected live stock production, limited land use right and displacement of farmers. It

was also found that 80% of the responds do not support the outsourcing program.

Vi
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CHAPTER ONE: INTRODUCTION

1.1 Background

Ethiopia is the second populous country in Afrioaxtnto Nigeria. Currently, it is one of
economically emerging countries in East Africa witlvo digit economical growth. The
Country’s economy is based on Agriculture whichoarits 45% of the GDP. More than 85 % of
the populations are engaged in agriculture anddbictivities CIA World Fact book June 30,
2015)

In light of the market lead economy, the overalltioreal development and economic
transformation for a structural change, the Fed&amocratic Republic of Ethiopia has
formulated a policy and strategic documents witltccgwct objectives that gives a clear
understanding on prioritized sectors. The policyl dne strategic documents among others
capture the agricultural sector of the country tlegus on strengthening the agricultural labor
force, proper use of land, preparing area compaiilglvelopment packages, working towards
market lead agricultural development and promofirigate sectors participation in agricultural
development and agro industry developm&mntGTP | period emphasis has been also given to
rural development, industry, infrastructure, soeiadl human development good governance and
democratization (Growth and Transformation Plan PET2010/11-2014/15). GTP | was with
scenarios, the base and high level scenarios. Tdte lavel is doubling the achievement of
2009/10 by 2014-15 and the base case scenario.28o1drowth on average for the five years
period through maintaining agriculture as majorreewf economic growth. To achieve this it
was planned to intensify commercial agriculturabgaurction by encouraging large farms and
smallholder commercialization as a main source g@ricaltural growth using the previous
experience. In addition to this, agricultural mankg network and investment was planned to be
enhanced while best agricultural models scalingaspall other farmers; small, medium and
large scale irrigation was planned to get spediaindon. Agriculture and allied activities was
planed 8.5% for GTP | and achieved 6%, whileaswlaned 8% for the GTP Il ..

To realize policy and strategy packages of the Gi® government has established, agricultural
transformation Agency with a clearly defined pragrguided by the national plan document

called Ethiopian second Growth and transformatilan pGTP.



The program is designed to help all partners nagets. The Agency measures its contribution
to the effort through the metrics established im &I'P document as well as in other strategic
guidance such as the CAADP / Comprehensive Africaichltural Development Program/
compact and the corresponding policy and investrframiework /PIF/. The agency’s work to
support the GTP | and Il organized under AGP’s/ i&idtural Growth Program/with the
following goals:

¢+ Achieve a sustainable increase in agricultural petiglity and production

+« Accelerate agriculture commercialization and agwustries development

/7

+ Reduce degradation and improve production of natesaurces and
++ Achieve universal food security and protect vulbérahouseholds from natural disaster

Following the government direction, expansion aatsourcing of sugarcane production is taken
as one of the major investment area of Agro- pmiogsindustry. Previously, the country has

three state owned sugar mill factories namely: Meta which has started sugar production, with
currently annual capacity 136,692 tones per yaaresi970 (Methera Sugar Factory Profile 31
July 2015), Woniji has been commencing productimeesil954. It is the oldest and pioneer in
the history of Ethiopia’s sugar industry, currently production capacity per year is estimated
75,000 tones (Wonji Shoa Sugar Factory Profile J8lly 2015) and Fincha has started sugar
production since 1998. Its current annual capasitgstimated 110,000 tones (Ethiopian Sugar
Corporation - Finchaa sugar factory Profile 31 20¢5). The overall total annual production of

321,692 tones capacity. In addition to these, tew gugar mill factories have been under
construction in different regions of the countrgna Beles in Amhara National Regional State ,
Welkayte in Tgray National Regional State, Kesemh &andaho in Afar National Regional State

and the rest six factories in SNNPR. Tendaho idalgest of all with expected annual capacity
about 600,000 tones per year. The Country aim iadease its total sugar production beyond
800,000 tones per year by the end of 2015 whichooaer more than 85,333ha of land (El

Mamoun Amrouk, Manitra A, Rakotoarisoa and Rai€trang, FAO No0.37 2013).

. The Sugar cane plantation as well as the procedarigries in Ethiopian have number of
contribution in reducing poverty through creatafnjob opportunities for both rural and urban

population where unemployment is a rampant prollethe country, contributes on Gross



National Product/ GNP/, producing ethanol and ss#a as by product which directly and
indirectly substitutes a part petroleum importataord generate foreign currency as by product
used for fattening animal$AO, 2013 Working paper No.37)

Thus, the Ethiopian Government has strategic pdaexpand and outsourcing the sugar cane
plantation and on farmers’ land particularly in lamd areas where rivers for irrigation are
available and agro climatic condition is favoralllaough it is believed that the development of
sugarcane production linked to Sugar factories ldpweent improves the living standard of
communities, the sought system in place may canjsstice and inequality as the expense of
the others stakeholder which can bring displacemenriair compensation and less incg&O
2013 Working paper No.37)

Since, the effect of Government strategy on thpaegion and outsourcing of sugarcane
production on farmers land in enhancing the incavhéhousehold, the living standard, the
communities participation, ownership, sustainapibtnot assessed and this research is designed

to fill this gap .

1.2 Statement of the Problem

Sugar production has started with Awash Rivereyatlevelopment in Wonji and Methera in
1954 and 1970 respectively. The Wonji was estabtisy Dutch Company, HVA (Handlers -
Vereenging Amsterdam) as joint venture betweendbmpany and the Ethiopian government.
The production of the firm has continued until thgure of the Imperial government in 1974 as
a joint venture. Since the imperial governmenietijithe sugar factories have been nationalized
and continued until now as a state property.

Ethiopia is endowed with large areas of suitable lands, rivers and conducive climate for
sugar cane growth. The climate and soil types e dbuntry have both proven to be highly
conducive for sugar cane growth and productivitgridus pre- feasibility and feasibility studies
of sugar projects conducted by the Ethiopian Suigdustry Support Center Share Company
(ESISC) have indicated that many potential sitetha@tmain river basins are suitable for sugar
cane plantation. These include 303,500 hectareseddy identified suitable net areas in 7 sites.
However, the total area developed for the prodactibsugar cane in the country is only about

8% of the total identified suitable areas



As the majority of Ethiopian industries are agraséd, the expansion and outsourcing of
sugarcane production is one of the Governmentegfieg to reduce poverty, unemployment and
enhance the Gross Domestic Product./GDP/. In lirte this expansion in different location/
regions and outsourcing of sugarcane productionmat@lready established Sugarcane Estate
Farms has been taking place this the beginnirgTd?l.

The Government plan and implementation of an expanand outsourcing of sugarcane
production on farmers land has been on progrese $ie last four years in research area. Woniji
Sugar Estate Farms as one of the oldest firm iwuteken expansion and outsourcing on

farmers land around its peripheries.

Since, the effect of Government strategy on theaegn and outsourcing of sugarcane
production on farmers land in enhancing the incavhéhousehold, the living standard, the
communities participation, ownership, sustainapibtnew area of research and not assessed yet,
this study is designed to fill this gap as theecatudy on Dongre Fureda Kusaaye Kebele of
Boset Woreda of East Shewa Zone of Oromia regitimppgia, was assessed in depth to forward
alternative solutions for identified challenges astustacles in enhancing the income and the
living standard of the local communities, particlyain Boset Woreda. This approach in general
may also help through replicating and sharing tbedgexperience both at the region and
national level where the expansion of sugarcandymtion on farmers land is implemented.

The findings and recommendation of this study giae vital information to the policy makers
in general and to Wonji Estate Farms and farmeygperatives in particular on the Effect of
expansion and outsourcing of Sugarcane Production.

1.3 Research Question

What is the effect of the expansion and outsourahgugarcane production on your land in

improving your annual income relative to grains {per same hectare of land?
1.4 Objectives of the Study

1.4.1.General objective

» To assess the socioeconomic effect on out growerdalthe expansion and outsourcing
of sugarcane production to the farmers land by Wengar Estate Farm.



1.4.2 Specific Objectives of the Study

* To assess the effect of expansion and outsourdisggarcane production on individual

farmers and cooperatives (out growers) who areqgaating in the program

* To assess the relationship and effect of sugarpevduction on farmers land and allied

agricultural activities

» To assess the level of participation and ownersffipout growers in relation to

sustainability of the expansion of sugarcane probdoon their farm land

1.5 Significance of the Study

Expansion and outsourcing of Sugarcane productionfanmers land is one of the newly
introduced huge agro industrial development settoEthiopia. This has got a considerable
contribution to the national GDP and creation df gpportunities for thousands. This sector has
also prompted technology transformation and modatitn of the local economy through
facilitating infrastructural development and socisérvices. On the contrary, the poor
management of expansion of sugarcane productiofeianers land might have also caused
undesirable results mainly related to insufficieampensation to farm land owners, low income
generation, displacement, discouraging livestoadpctionand inactive participation of local
communities in planning, implementing, benefitingionitoring and evaluation of the

development program for its sustainability.

Hence, the specific bottlenecks that have been Bangpthe expansion of sugarcane production
on farmers land and benefits of farmers should d#ssed in depth and alternative solutions
should be forwarded for all key stakeholders/ Botwakers, planners. Administration bodies,
farmers etc for alternative and improved strategied approache8esides this thesis would

academically help as the stock of knowledge andreetce to devise new application .and can

also be the input for further research relatedhéstigarcane production
1.6 Scope and Limitation of the Study

Currently, the expansion and outsourcing of sugergaroduction on farmers land has been
widely undertaken in Oromia, Amhara, Tigray, Af8guthern Nations, Nationality and People’s

Region/SNNPR/ regions in Ethiopia. Depending on dkeilable budget, time and labor, this



research was conducted only in Boset Woreda of @rasygion as the case study. It doesn'’t
cover all Districts/Woreda of regions where the angion of sugarcane production on farmers

land is undertaking

The assessment was done in depth and in detdileingsearch area to identify the effect of
expansion of sugarcane production on farmers larchproving the income of farm household
and major bottlenecks that have hindered the expauws sugarcane production on farmers land
and its benefitsThe findings may represent more the expansion gamane production in

particularly Boset District and in general Oromegion rather than the nationwide projects
However, mainly the implementation of expansiorsefarcane production on farmers land in
different Regions being is driven from the sameeagoment policy and strategies, the findings

can be replicated and adopted in others regions.
1.7 Organization of the Study

This research report is organized in five chapte@iapter one includes Introduction
/background, research problems, objectives of reBgeacope and limitation of the study etc/
Chapter 2: Review of literature, Chapter three:daesh Methodology :Methods and tools used
for data collection, collection of data, processitaga, analyzing and interpretation data, Chapter
4: Result and discussion; Analysis of interviewediseholds, productivity of grain per hectare,
cost of major inputs, analysis of income from exgan of sugarcane production , contribution
of wage/salary, comparison of income and graphgresentation, and Chapter 5: contains

Conclusion and recommendation

1.8. Operationalization of Concepts

Definition of variables in the context of researchiopic:
» Keble : Grass root administration in Ethiopia

» Key stakeholders: Farmers engaged in sugarcaneaigrods, Sugar growing Union
Non-sugar farmers, transporters, concerned Gowamhnbodies, sugar factories

management & staff, consumers of sugar, farmers\&fothen association

» Out growers :Contract farming involves sugarcamapction being carried out on the

basis of an agreement between buyer and farm peoduc



Outsourcing: Sourcing sugarcane plantation worfatmers relatively close in distance
based on agreement made between Wonji Sugar Fammahe behalf of Government as
buyer and Wonji Sugar Grower Cooperative uniontenitehalf of farmers as seller..

Temporary compensation: Compensation paid by govenh for farmers engaged in
expansion of sugarcane production on their land sagarcane production is harvested
and sold. Currently, it is 1,250 birr paid for hebsld farmer per Month per hectare.

Teff (Eragrotis teff): The staple food cereal commonly growing in Eprao

Woreda : Administration at District level



CHAPTER TWO: REVIEW OF LITERATURE

2.1 Historical Background and Potential of Sugarcaa Production in Ethiopia.

2.1.1 Historical Background of Sugarcane productionn Ethiopia

Sugar production has started with Awash River yatlevelopment in Wonji and Methera in
1954 and 1970 respectively. The Wonji was estabtisy Dutch Company, HVA (Handlers -
Vereenging Amsterdam) as joint venture betweendbmmpany and the Ethiopian government.
The production of the firm has continued until thgure of the Imperial government in 1974 as
a joint venture. Since the imperial governmenietiithe sugar factories have been nationalized
and continued until now as a state property. (Biai®ugar Industry Profile, 2015)

Its production in Ethiopia started with the fifsctory called Wonji Sugar Factory that has
been commencing production.. It is the oldest aimhger in the history of Ethiopia’s sugar
industry, currently its production capacity per yea estimated 75,000 tones. The second,
Metehara sugar Factory which has started sugatuption, with currently annual capacity
136,692 tones per year since 1970 (Ethiopian Skgatory Profile 31 July 2015), and third,
Fincha has started sugar production since 1998ult®nt annual capacity is estimated 110,000
tones . The overall total annual production of 822, tones capacity. In addition to these, ten

new sugar mill factories have been under constagti different regions of the country.

The Country aim was to increase its total sugadpcton beyond 800,000 tones per year by the
end of 2015 which can cover more than 85,333hand I(EI Mamoun Amrouk, Manitra A,
Rakotoarisoa and Raison Chang, FAO No0.37 2013).

The harvested sugarcane production as the reswkmdnsion and outsourcing of sugar cane
production on farmers land in Oromia, EthiopiawotWored namely :Adama in East Shewa
Zone and Dodota Woreda in Arsi Zone has beertestasince 2002 on 552 hectare of land
while in Boset Woreda started in 2010. (Group wkstwon with Wonji Sugar Growers

Cooperative Union).



2.1.2The Potential of Sugarcane Production in Ethiopia

Ethiopia is gifted with large areas of suitable I@amds, rivers and conducive climate for sugar
cane growth. The climate and soil types in the tgumave both proven to be highly conducive
for sugar cane growth and productivity. Various-geasibility and feasibility studies of sugar

projects conducted by the Ethiopian Sugar InduSupport Center Share Company (ESISC)
have indicated that many potential sites at thenmiader basins are suitable for sugar cane
plantation. These include 303,500 hectares of @yreadentified suitable net areas in 7 sites.
However, the total area developed for the prodactibsugar cane in the country is only about
8% of the total identified suitable areas. Expeséan of existing sugar factories show that
because of the suitable soil, adequate water anducove climate, an average sugar cane
production per hectare per month of the land uirdigiation is very high as compared to other
countries i.e.9-11 tons against 6-8 tons. This wooake Ethiopia a very attractive location for

private investors to invest in the production anacpssing of sugar cane. (Investment
opportunity profile for sugar cane plantation amdgessing in Ethiopia, 2012)

2.2 Related Empirical Studies

2.2.1 The Effect of Outsourcing Sugarcane Productio on out growers in Different

Countries

Ethiopia: Domestic sugar consumption in Ethiopia is considgraigher /1.26 times/ than its
production. Therefore the country imports about ,@60MT of sugar per year to satisfy
domestic demand. The sugar sectors in Ethiopiasfaegeral challenges such asatisfying
local demand at stabile and relatively low consuprée ,its current production level still can
not keep with fast growing demand for both sugat athanol , stemming its complex sugar
trade polices and trading average market at bajlomal and global level and un predictable
changes in the world of sugar market ,internaticuagdar price significantly and consumers in
Eastern part of the country rely on illegal andaghes imports coming through the Djibouti and
Somalia coasts affect the Ethiopian sugar indestFAO COMMODITY AND TRADE
POLICY RESEARCH WORKING PAPER No. 37, FAO 2013)

According to the FAO Commodity and Trade Policy &esh Working Paper No.37, the
expansion and outsourcing of sugarcane productiofaoners land shows that the higher the

share of land occupied by sugar plantation, thestae total household and per capita income:

9



one percent increase in sugar acreage share le@d8.8 percent reduction of the income. The
higher the price of non-sugar crops, the higherititeme: one percent increase in the index
price of non-sugar crops leads to about 0.5 pelricen¢ase in the income per capita. But the
higher the wage income from working in the sugatae the higher household income and per
capita income. It also the cause for displacemehtfasmers from their land (FAO
COMMODITY AND TRADE POLICY RESEARCH WORKING PAPER®& 37, FAO 2013).

The Wonji Sugarcane Out grower scheme in Ethiopias the oldest out grower scheme in
Ethiopia.. As the plantation of the Wonji-Shoa SuBactory was established in an area where
the surrounding agricultural land was already ie kg local communities, the factory could not
expand the land area for sugarcane production wittsplacing small-scale farmers . In order
to increase the supply of sugarcane, the factatialiy proposed to the government and then
Ethiopian Sugar Enterprise to resettle the housisheho were using the surrounding land, but
this plan was not approved because of intensetaesis from local communities. Thus, the
resettlement plan was changed to an out growemsehehich was considered to be a win-win
solution for both local communities and the factoifo make the scheme amenable to
mechanization, the factory decided that all houklshevho had land along the Awash River
adjacent to the factory's plantation had to pgsate or leave their landViengistu Assefa
Wendimu , Arne Henningsen,Peter Gibbon,2015/06)

The research study on Sugarcane Out growers iofahshows that tomato and onion
production generates four to seven fold highelimmimes per hectare per season than sugarcane
even before taking into account the frequency wittich different crops are harvested. While
tomatoes and onions can be produced twice per ymagarcane takes 14-24 months to
harvesting. Teff, which is produced once per yaaten rain-fed conditions, generates a similar
net income per hectare to irrigated sugarcane ptomu Non-out growers have significantly
higher net incomes per adult equivalent than ootvgrs (Mengistu Assefa Wendimu, Arne
Henningsen, Peter Gibbon, 2015/06)

Many donor agencies, hongovernmental organiza@gmasgovernments of developing countries
were increasingly pushing for contract farming and grower schemes as an instrument to

commercialize small-scale farming. Their desirediach arrangements was further reinforced by

10



the recent rush for large-scale agricultural laoguasitions in most developing countries, often
described as land grabbing,” because contract feyrand out grower schemes can result in the
same advantages as large-scale farming, but atgomdain drawback, namely the displacement
of the current land-users. The participation in gidwer schemes has a huge negative effect on
the income and asset stocks of out growers whose kad a high potential for income
generation due to access to irrigation prior totip@ation in sugarcane schemes . If
governments encourage or even force smallholdernefies to participate in out grower schemes
and if they also want smallholders to benefit frparticipating in out grower schemes, they
should at least properly address the price setssge. (Mengistu Assefa Wendimu ,Arne
Henningsen,Peter Gibbon,2015/06

Tanzania: The inclusive business models in Tanzania aimnsuee that the existing land users
did not lose their rights to access, control andnoand. They are meant to empower
communities to have a voice in business decisiokimggprocesses and share benefits and risks
resulting from the business activities. Kilombermy& Company Limited (KSCL) in Kilombero
District, Tanzania, provides an example of somenel@s of inclusive business models and their
challenges. KSCL has been partnering with sugarsamallholder farmers to produce sugarcane
that is processed, marketed and distributed byrifler (KSCL). The partnership is based on a
Cane Supply Agreement (CSA) which was signed betwidbe company and the farmers’
associations every three yeaBased on these adjustments, out growers are psddifiehe
sucrosdevel of their cane is too low; and all out growars paid based on final sales. Payment
was done on the ratio of 57 percent to 43 percktiteoprofits for out growers and the company,

respectivel Emmanugl2014).

The inadequately planned and executed expansi@ugdrcane production in the area was
causing problems for the out growers and the compé@inis was because the production levels

have overshot the company’s processing capacdyirg

Farmers with sugarcane that is un harvested andldynand no options rather than being
indebted. Recently, farmers have also registeredptaonts around the measurements of their

sugarcane weights and sucrose levels by the con{gEnmanuel, 2014).
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Nigeria: The most of the areas in the Northern States wivater for irrigation is available;
sugarcane cultivation in large quantities is felasi®ut-growers scheme farming is gradually
increasing as shown by the level of experiencerdstb These percentages would increase over
time as more mobilization; sensitization and innes® are provided such as : the communities
living within and around the company, appropriatieipg policy of their produce, provision of
rural infrastructure like: access to school, clpiaater supply, electricity, feeder roads for ease
of movements of goods and services within and atdba neighboring communities or villages
(*A.A. Girei and D.Y. Giroh,2012)

The survey conducted on analysis of the Factoectfiy SugarcaneS@ccharum officinaruin
Production under the Out growers Scheme in NumatalLGovernment Area Adamawa State
Nigeria shows that most of the respondents engagedgarcane production had average farm
size of between 1 — 2 hectares followed by thosk awerage farm size of 3 — 4 hectares. Also
those with 5 — 6 hectares constituted 4.2% withy®80% of them had up to between 7 — 8
hectares. The most important constraint were: igaae and late allocation of farms
constituting 33% of the total respondents, inadexjeaedit facilities constituting 25% of the
respondents. Inadequate funds hinder the develupohérrigation schemes as stressed by Von
— Pischke (1991).Inadequate water supply was rankedthird (3rd) most important factor
militating against high yield with 20% of the totaspondents. (15%) of the total respondents
reported that farm inputs such as inadequate/roghaf fertilizer, sells. as major constraints and
inadequate labour for out growers. It is gener&8hpwn that small scale farmers find it very
difficult to source for farm inputs and the limitedimber they could lay their hands on are
extremely expensive. The constraints of high inmst need to be address through government

intervention by provision of subsidy (*A.A. Girend D.Y. Giroh, 2012)

Mozambique: The municipality was categorizing the farms imea$i, medium and large farms.
Small are the farms that are less than one hecatsgdium between one and five hectares and
large all above five hectares. Maragra company dasugar mill factory and sugarcane
plantations in the administrative region of Manhitae out grower farmers were important for
the company since the company was not planningasel more land themselves but wanted to

expand, to the fullgapacity of the factorfEmelie Muntrakis,2014).
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The company had been trying to have a good impacthe society and eliminate negative
environmental impact. Among others they have aalcliod a health centre that can be used by their
employees and their childrefihese facilities were though inside the area ofddea and were not
accessible. The out growers: small, medium ancelangere employing people for working with the
sugarcanes.. The permanent employees receive tseseéh as housing, healthcare and education
allowances which also cover family members butdlveere no benefits for the seasonal agricultural
workers. Lack of land right, insufficient land akaility for cultivating food crops, low paid for
employees , migration and a lot of chemicals gpiedahe natured and big quantities of water used

were major problems in the prograrkinelie Muntrakis,2014).

Kenya : The research conducted on the Effect of MuhorniaBugompany’s Practice on
Livelihood of Sugarcane Out-Growers, Muhoroni Ddtrindicates thatmost sugarcane out
grower were not satisfied with remuneration offeted the company in terms of delay in
remitting the cash and reluctanae a result, majority of the sugarcane out-growense unable

to sustain their children in school due to lacksohool fees also majority of sugarcane out-
growers find the cost of affordability of educatias very high, the sugarcane out—growers
cannot afford the minimum number of three mealsdagrand health facilities, their roof were
in poor condition due to low remuneration paid Myhoroni sugar cane company (Osieko
Daniel Odhiambo ,2013).

Kenya: The Economic Valuation of the Proposed Tana Integr&@adar Project shows that
sugar project would have both direct and indireasifve and negative impacts. Employment
creation, production of sugar, electric power atiueol would benefit both local and

National economies. The local economies would aesfiormed as rising numbers of workers
and their families increase demand for goods amdcss, such as food, clothing, shelter and
entertainment. Sugar cane farming would involvestarction of flood protection dykes. That
would restrict supply of rich silt deposits to tvdole of the floodplain. It was fundamentally
affect even the floodplains that would not be cotecto sugarcane farming, ecological cycle of
the whole of Tana Delta leading to loss of biods#grresources. The sugar cane project would
involve clearance of indigenous vegetation with itied! values as well as important sources of
honey, timber, wood fuel and charcoal, which dising the livelihood systems of the local

communities. Loss of these resources would notdegj@ately compensated by the proposed
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sugar project as the local communities were notjaalely prepared to gainfully participate in
the sugar economy (Client Nature Kenya Consult@mtsCaleb Mireri Dr. Joseph Onjala Dr.
Nicholas Oguge,2008Dr. Nicholas Oguz008 ).

Southern countries The study on Sugarcane in southern Africa udsemweeter deal for the

rural poor shows that in theory, the rural poordeveloping countries could benefit from
investment in the sugar cane industry in contrémy outsourcing sugarcane production on
farmers land caused boosting national tax revelams grabbing , labour exploitation and

creating inequality in distribution of benefits fnosugarcane production ( Ben Richardson, 2010)

2.2.2 International Experience of Sugarcane Produin

The average worldwide yield of sugarcane in 2018 %@-70 tons per hectare. Sugarcane is
produced in tropical and sub tropical countrietheworld. Approximately 80% of sugarcane ‘s

production has been used for sugar but now it I Iplaying as means of energy sources
(ethanol ) , reduce green house gas emission ge@pnment clean, recently it is also used

for bio- hydrocarbon and bioelectricity .

Table 2.1 shows that among top ten sugar produiceh® world in 2015 Brazil led the world

in sugarcane production with a 728,130 TMT harveslia was the second largest producer
with 349,560 200 TMT tons, and China the third émtgproducer with 123,460 TMT tons
harvest. The most promising region for high yieldjacane production were in sun drenched,
irrigated farms of northern Africa, and other désevith plentiful water from river or irrigation

canals.

The most productive farms in the world werePeruwith a nationwide average sugarcane crop

yield of 133.71 tons per hectare.
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2.5 Table 2.1. Top Ten Sugarcane Producers in 2015

Rank Country Production of Sugarcane
in 2015(Metric tones)
1. Brazil 728.13
2. India 349.56
3. China 123.46
4. Thailand 96.50
5. Pakistan 58.49
6. Mexico 51.73
7. Colombia 38.75
8. Philippines 32.90
9. United States 28.00
10. Indonesia 27.40

Source: http://www.perfectinsider.com/top-10-laigsugar-producing-countries-in-the-world/

In Brazil the sugarcane industry including cultieat processing and refined products represents
an important segment of the economy. As instante2012, the sugarcane sector contributes
US$43.8 billionto Brazil's gross domestic product (GDP) equivatenalmost 2% of the entire
Brazilian economy and higher than the GDP of a geam country like Czech Republic (US$
42.5 billion), the entire sugarcane agro-industsigtem generates gross revenues totaling more

than US$86 billion annually, the sugarcane indusinploys 1.09 million workers, according to
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2011 data from the Ministry of Labor and Employm&m®nnual Report of Social Information
(RAIS),salaries for sugarcane industry workersameng the highest in Brazil's agricultural

sectorfittp://sugarcane.org/the-brazilianexperience/impamt brazils-economy, Impact on

Brazil's Economy, Sugarcane.off)12).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Description of the Study Area

Boset woreda is 125 km far from Addis Ababa, Etlaopg\ccording to Ethiopian 2007 census,
the woreda has 142,112 populations out of whic®Z&,male and 68,187 female.( Ethiopian
Census, 2007 )A survey of the land in this worddans that 26.1 % is arable or cultivable, 30%
pastures, 15.8 % degraded or otherwise unusablereTare 31 farmers association and 7
farmers’ service cooperatives. The predominantcatitiral practice is pastoralist. Camel, goat
and cattle are dominant livestock. Boset is ohethe woreda of the East shewa zone of
Oromia region in great rift valley , Ethiopia whits bordered on South by Arsi zone, on West
by Awash river that separate it from Adama woreda.the North by the Amhara region, on the
East by Fentale woreda. Its administration ceisti@/elenchiti, other towns in Boset includes,
Bofe, Bole and Doni.(https://en.wikipedia.org/wiki/BoselVith Latitude: 8° 3959.99" N and
Longitude 39° 29'59.99"E. (latitude. to > Articles by conynt Ethiopia, Boset)

Dongre Furda Kussaye kebele in Boset Wored isaiahgd selected research area from four
kebeles/grass root administration where the expansind outsourcing of sugarcane production
on farmers land is practiced . In this kebele thame about 904 households that have been
engaged in expansion of sugarcane production onhétfare of their farm land. Out of 619
hectare of land only 264 hectare is covered by Rag& production scheme while 355 hectare
of land remain idle for upgrading its natural figitiand due to shortage of availability of water
to cover from irrigation system which is currenittyplace. Practically, the 386 (Universe of
study) homogenous household population who are active in cultivation of sugarcane
production on 264 hectare of land are paid bothpteary compensation and labor benefits on
the bases of workdays while the land of 518 hoolsishwhich is 355 hectare being idle as a
fallow have only been paid temporary compensat{@roup discussion with Farmers and

women association ,2015)
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Figure 1: Map of Boset Woreda/, East Shewa, Oromiand Ethiopia
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Source: http://www.ikimap.com/map/administratasea-Boset-Ethiopia
3.2 Research Design

Depending on the existing actual limiting factoadternative way outs, point of views, and

objectives of the research, the sample size, the ¢f the data to be collected, time and finance
available, the process that have been followedthan effects and the developing trends, the
survey design which is the component of descripavel applied research was selected as

research design

Dongre Furda Kussaye Kebele of Boset Woreda of Eastva Zone of Oromia region, Ethiopia,
was selected randomly from four kebles namely: Derfgurda Kusaye , Dire Degaga, Hurufa
Kukurfa and Kechachule Guja engaged in expansiohoaitsourcing of sugarcane production
on their land in large scale in Boset Woreda. 3élected research area covers 25 % of the area

covered by the expansion and outsourcing of sugarpeoduction in Boset Woreda

The case study of Dongre Furda Kussaye Kebele seBW/oreda of East Shewa Zone of
Oromia region, on the effect of expansion and autsog of sugarcane production on farmers
land as government strategy has been assessedeffdtt of expansion and outsourcing
sugarcane production on farmers land in improvirggihcome of households was selected as the

Topic of the research.
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3.2.1 Data collection and Sampling Techniques.

Dongre Furda Kussaye Kebele of Boset Woreda of &lastva Zone of Oromia region, Ethiopia,
was selected randomly from above mentioned fourleseb engaged in expansion and
outsourcing of sugarcane production on their lanthige scale in Boset Woreda. The selected
research area can cover about 25 % of the areaeambu®y expansion and outsourcing of
sugarcane production in Boset Woreda. Sample ofabearch area represents the probabilistic
of homogeneity of population. Technology expossgl, type, agro-climate conditions, culture,
and Language of communities is similar for reseagelected inhabitants of Dongere Fureda
Kussaye Kebele , Boset woreda of East Shewa, Oroftldaopia. Therefore, randomly 21
households who have been engaged in sugarcanecpoydaut growers on their land were
selected from 386 homogenous households’ populdtiomn in depth interview. The sample
size was adequate and representative as the populaere homogenous in character for
collecting primary data. Besides the primary dataswcollected from local government
administration bodies, farmers and women assoasti@gricultural experts, Wonji Sugar
Factory, Wonji Sugar growers Cooperative Union. Baeeondary data which represents the
whole population of three Woreda engaged in thpaegion and outsourcing sugarcane
production on their land including the researchaameas collected from Wonji Area Sugar
Growers Cooperative Union and Wonji Sugar Factdilye secondary data consists twelve
years(since the expansion and outsourcing starte#ta of sugarcane productivity and
production per hectare, farm gate price, cost oflpction , net income and area in which

sugarcane production was harvested which was mei¢vaesearch paper.

Constructions of tools for data collection wereesfibnnaire, an open ended interview, focus
group discussion and observation. Collection ofadatludes: mainly interviewing the key
stakeholders and verifying the accuracy of the dathered..

The interview was mainly focused in-depth and dleten the effect of expansion and
outsourcing of sugarcane production on farmers,lagmdin and sugarcane productivity per
hectare, production, livestock ,out put price, inposts, wage, compensation, household annual
income, displacement, positive & negative effectsafar mill factories, level of community
participation in sugarcane development. Besides, fitus group discussion was made in detalil
with Wonji Area Sugar Growers Cooperative Uniongrrkers and Women associations
members.
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3.2.2 Data Analysis

Quantitative and qualitativBrimary and secondary data collected was Processg@nalyzed
by tabulating and graphing the dafaalyzing of the data, interpreting the results agyplorting
the findings of the research was done by usingCarhputer soft ware like: Word and Exclel.
thisresearch, the element of data processes like:ditieg coding, computing of the scores, to

enhance the quality of data were done to give nngguliinformation

In this study, descriptive of statistical methodsswised in the analysis and interpretation which
focused on generalization to the particular obsgrgeoups of individuals. This analysis
describes only one single group. The computedssitel values provided valuable information
about the nature of particular groups. The methodsed in Descriptive Analysis were:
Measures of central tendency(Mean, Median, Modeaddres of variability( Range, variance,
standard deviation) ,Measures of relation ship (€ation and Measures of relative positions,
coefficient of correlation)The comparative advantageous of farmers generatogne from
grains against sugarcane production proved nobhypticated and sophisticated method instead

by using simple mathematical techniques easily tstdedable by report users.
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CHAPTER FOUR: RESULTS AND DISCUSSIONS

4.1. Profile of Households

The proportion of the households measured in gpxfamily size, and educational background of the
study population is indicated on table 4.1.and diesd item by item below.

Table 4.1: Proportion of Sex, Age, Family Size anBducational Background

S.n | Component Range Frequency | percent
1 | Sex .
Male 18 86
Female 3 14
Total 21 10(%
2 | Age
23 10 43 11 52
44 to 64 8 38
65 and above 2 10
Total 21 100
3 | Family size
l1to5 8 38
6to 10 10 48
11 and above 3 14
Total | 21 100
4 | Educational background
Reading & Writing| 12 57
lto4 3 14
5t08 4 19
8 and above 2 10
Total | 21 100

Source: Survey Result
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4.1.1 Sex of Respondents

86 % of interviewed household were led by male &Hil% by women. Almost all the
interviewed households said that women had actaréigipation in agricultural activities like:
sowing, planting, wedding, harvesting. But they evaot still fully empowered in deciding
agricultural resources. They have been mainly @pgting in house management and child care

and handling.

4.1.2 Age Distribution of Respondents

The minimum age of respondent was 23 while the mari was 75 years old From the table
mentioned above, we can observe 90 % of the agespbndent was between 23 and 64 years

that can be reproductive age group, the remainifi§o was above 65.

4.1.3 Household Family Size and Educational back gund:

Minimum interviewed household family size was 1,xmaum 12 and on weighted average 7
members per households while the country average mouse holds size were 5.1. Educational
level of interviewed households: reading and wgti57 %, (1 to 4): 14%, (5 to 8): 19% and( 8
to above) 10%.

4.2 Land Holding of the Household
Table 4.2: Proportion of Land holding, Land under Sugarcane Production of Sample Size

S.N | Land holding
1 | Land holding in hectare Range Frequency | Percent
0.5t01.5 17 81
1.6t02.6 2 10
2.7 and above 2 9
2 | Land under sugarcane productiod.25 to 0.75 13 62
0.76 t0 1.26 6 29
27 and abo | 2 9

Source: Own Survey Result
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The Minimum land holding per household was 0.5 &ecand the maximum was 3 hectare. The
81% of interviewed households had land ranged f@oqnto 1.5 hectares, 10% of them had
between 1.6 to 2.6 hectare and 9% of them had equabove 2.7 hectares. Furthermore, The
Average Land holdings of interviewed households w27 hectare while the report of survey
conducted jointly by the central statistics ageon€ Ethiopia and world bank in may 2013
indicates the average land holding in rural ares W87 hectare.

Table 4.2 shows that the minimum land holding afiseholds under sugarcane production was
0.25 hectare while maximum was 1.27 hectare. onagee0.76 hectare or 60% of the farmers
land were under the expansion and outsourcing gdrsane production, the reaming 40 % was
still used for cultivating other crops rather treugarcane production. But, it has been planned to

come under expansion of sugarcane production.

The interviewed house holds and the inhabitantthefarea have been engaging in sugarcane
production, since 2011/ 2012. As the Governmerdtesfyy to upgrade the natural fertility and
productivity of land for sugarcane production, taed become idle or fallow without any crop
growing on average for at least 2 years. The aeenagnbers of the interviewed household lived
in the area was 44 years. This indicates that thjenity of the residents are permanent dwellers
in the area for the long time. They develop thewnaulture and have different social value in
the area.

Table 4.3: Summarized Grain Productivity and its Vdue in Research Area, December/2015

S.n| Grain Productivity Per Producer price Average gross annual Remark
type hectare In quintal | per quintal in household income per
birr hectare In birr
1 | White teff | 18 quintal 1762 birr 31,716 birr
2 | Maize 68 quintal 451 birr 30,668 birr
3 | Chickpeas 24 quintal 1889 birr 45,336 birr

Source: Interviewed Households
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4.3 Analysis of Average Annual Productivity, Priceand Income by Three major Grains

According to information collected from interviewé&tm households, the three major growing
crops in Dongere, Furda and Kussaye kebele, Bosaedd of East Shewa zone, Oromia,
Ethiopia, the research area are: White Teff, Maizand Chickpeas. In Table 4.3 annual
productivity, average producer price and incomeegated from these grains were described .
Primary data collected from Interviewed householddicates that under normal weather
condition the average annual productivity of thregjor grains per hectare in quintal for White
Teff was 18, Maize 68 and Chickpeas 24 respectividig average producer price of three grains
in birr per quintal in Wolenchite town, the resdaarea, in December/2015 was for White Teff

1,762 birr per quintal ,Maize 451 birr while fo€hickpeasl, 889 birr per quintal .

It is common practice in research rural area ofidpia that The maize and chickpeas grain
production are harvested in one year productioriecgn the same land which enables the
farmers to earn more money rather than only whe# producer. As mentioned in the above
Table 4.3, the annual Gross average householdmméor white Teff producer was birr 31,716
birr per hectare. While the sum for Maize and Cpe&is producer can be estimated to birr
/30,668+45,336/ =76,004 per hectare which wasithdst as large as the gross annual household
income from white Teff. The opportunities cost fidiaize and Chickpeas was greater than
income from White Teff.

In addition, for both white Teff producers and Mai& Chickpeas producers, the crop residues
and farm land forestry using for animal foddereWood and construction were extra benefits
that should be added to average annual farm holssehoome generating from grains

production. Keeping these facts in mind, the avergss annual household income from grain
production was more than the estimated value meation the above Table 4.3. The annual net
income was calculated by reduction of grain cogirofiuction per hectare. The cost of fertilizer,

pesticide, improved seed are the major productost per hectare, his/her own family labor was

assumed as his/her income not as cost.

In the research area, there were two income opfrons grains.

Option 1: As mentioned above, it is common practice in sgrag the country to cultivate
Chickpeas grain after Maize is harvested withing&me One year production cycle on the same
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land. This implies that in research selected atka, annual gross income of majority of
households per hectare can be the sum of inconm Maize and Chickpeas, as confirmed
above in Table 4.3, it can be estimated to be 334685,336 = 76,004 birr.

Option 2: if only White Teff is harvested annually from hae of land the annual average gross
income of households was birr 31,716. In additionthte two options, the farmers have
opportunities such as :crop residues and farm farestry for animal fodder , fire wood and
land grazing for the livestock production .Butsitvery difficult to explain this opportunities in
terms of money in this research paper as therebwdget constraints to collect all information in
depth and detail. The concerned stakeholders showddrline the fact that the farmers can earn
the Gross average annual income from 31,716 td)4&Xr per hectare depending on the grain

types and plus the contribution of crop residuasfarm land forestry.
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Table 4.4: Average Labor Costs Per Hectare by majoGrains in Birr

Household | |_abor costs in birr from Preparation land to harvest

S.n | code grain per hectare
1 3.001 3200
2 3.002 4000
3 3.003 3600
4 3.004 2000
5 3.005 2500
6 3.006 2600
7 3.007 5200
8 3.008 3500
9 3.009 2500
10 3.010 3452
11 3.011 3200
12 3.012 3500
13 3.013 3600
14 3.014 2000
15 3.015 3200
16 3.016 2300
17 3.017 4000
18 3.018 3400
19 3.019 6400
20 3.020 2800
21 3.021 3000
Average 3212

Source: Interviewed Households, N.B: USD=21.58856
The average annual household net income from g@eximectare was calculated by reduction of
cost of production like: fertilizer, pesticides, pnoved seed etc. The farmers do not reconsider
their family labor as cost. Instead, they assumiéiis their income, from Table 4.4 the average
labor cost was estimated to 3,212 birr per hegbaregrain type, other cost of production was

calculated below.
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Table 4.5: The Average Quantity and Cost of Major hputs per Hectare / Excluding labor

S.n| Types of input per hectare Quantities Average os
birr
1 | Fertilizer 2 quintals/Dap & | 2,100
Urea
2 | Pesticide liter 150
3 | Improved seed by major grain types growing in

research selected area

White teff 25 kilo 575
Maize 25 kilo 150
Chickpeas 80 kilo 1,440
Average cost for each grains

White teff 2,825
Maize and Chickpeas 6,090
Average for three grains 2,972

Source: Agricultural Expert in Boset Woreda

After the reduction cost of production, the averagaual household net income for white Teff
producers (31,716 birr-2972)=28,744 birr while fdaize and Chickpeas producers =76,004-
(2972+2972) =70,060 birr. This was 2.44 times agedaas the average annual household net
income from only white Teff producers. The maizel @hickpeas producers in one production
cycle on the same land were more advantageousotiigrwhite Teff producers. In the research
selected area, 62 % of interviewed farmers werezéland Chickpeas producers in the same
year on the same land. When compensation packagetadexpansion and outsourcing of
sugarcane production was estimated & calculategetltonditions, the benefits of crop residues

and farm land forestry should be reconsidered.

Not only in research area, but also in some Ethropural area it is common practice that the
crop residues of Teff, Chickpeas, Maize and Sorglsunsed for animals fodder, particularly the

residues of maize and sorghum used in firewooddoking, heating and lighting. Thus, these
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benefits should not be forgotten when always thpaegion and outsourcing of sugarcane

production on farmers land is implemented.

4.3.1 Temporary Compensation

Table4.6: Average Annual Household Income from Temorary Compensation

Phase| Budget Monthly house hold net income per Annual house hold net
year hectare income
1 2010/2011 | 1,250 birr/temporary compensation B0
1 2011/2012 | 1,250 birr/temporary compensation 1510
2 2012/2013 | 1,250 +(999 from wage)*1.67= 35,012
2 2013/2014 | 1,250 + (999 from wage)*1.67 35,012 bi

Source: Interviewed Households

Basically in research area, the interviewed housshsaid that the annual income of farmers
from sugar cane production were driven from threain sources , namely Temporary
compensation, sales from sugarcane production agksysalary by working in sugarcane
production several activities which needs semitstil and skilled labor that can be gone well
with for both literate or illiterate farmers. Boermore, 1.67 represents the number of workers
engaged in sugarcane production per household @ad®r was average net wage/ salary per
worker per Month.

Currently, this compensation has been given forshbalds per hectare which was equivalent to
birr 1,250 per month for each households land hgldidepending on the average productivity of
land which was equal per hectare for all farmerthéall Woreda. This benefits cover almost for

four years. This can be seen in detail in two péigskeasel and phase 2.

Phase 1 This period of Temporary Compensation covers fire¢ two years since the land
became newly under expansion and outsourcing @&frsage production Program. This time, the
land becomes idle or fallow so as to increase quiade its natural fertility of land in order to
enhance sugarcane productivity and production petahe. It is stayed under this condition at
least for two years. Currently, during this peritite average annual household net income per
hectare was birr 1,250 per month, annually birrOQ@6, birr(1,250*12) .It was fixed by
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government depending on the average grain prodtyct’ land per hectare. But the same in all

woreda.

During this period, as the land is idle and fallatvis difficult for farmers to get other work
opportunities in the given time interval. Thus, timajor source of average annual household
income was mainly from Temporary Companions thewarhaentioned above. Some times, as
the reason of mismanagement the land can stayadimore than two years, for instance, with

the problem connected to the shortage of irrigatvater availability.

Phase 2:This period covers from plantation of sugarcanedpation to harvesting sugarcane
production The information from interviewed households’ shdhat it covers from 18 months
to 24 months, which means the production cycleughscane production is approximately nearly
two years. During this period, the farmers have tpportunities to work in sugarcane
production several activities. That means, the ayem@nnual household income was the sum of
temporary compensation birr 15,000 and the wagkdrysaestimated annually birr 20,012
/Table4.7/per households, totally estimated to 3#;012.

In research area, the farmers land has become r usdgarcane production since
2010/2011.Hence, the households annual net incafaed to sugarcane expansion and

outsourcing program on farmers land until the stay@e production is harvested.

Average of phase 1 and phase 2 annual housebbldaome per hectare related to Temporary

Compensation for the first four years was estimébdalrr 25,006.
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Table 4.7 Different Information Related to Sugarcame Production

S.n Types of Information

1 | Average income earned from sales of sugarcartption per hectare in 2 | 25,334
years in birr

2 | Average income earned from sales of sugarcartiption per hectare 12,667
annually in birr

3 | Average number of workers in family who were ilwedl in sugarcane 1.67
different activities

4 | Average net Wage/ salary earned per person amih\Minie to engagement in 998
sugarcane production in birr

5 | Average annual net Wage/salary per householdl.oworkers involved in 20,012
sugarcane production in birr

6 | The average sugarcane productivity per hectageiimtal 1,912

Source: Interviewed Households
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Table 4.8: Area Covered by Harvested Sugarcaneution, Cost, Price of Sugarcane Production oe&hWoredas

Source: Driven from Wonji Area Sugarcane Growgosperative Union/secondary data/
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Annual
househo
Id
average
Farmers net
net Average income
Farmers net | income in household from
Area covered Cost of Farm gate income In birr | birr from income per 2 | sales of
by harvested Sugarcane | sugarcane pricel Productivity of from sales of Years sugar
sugarcane Sugarcane production fixed by sugarcane in sales of sugar| sugar per| from sales of per
Budget year | production in Production in quintal in | government per quintal per quintal/ 2 | quintallye sugar per hectare
in E.C hectar In quintal birr quintal in bir Per hectar years ar hectare in bii in birr
A B C D E F=C/B G=E-D H=G/2 I=H*C J=1/2
2002/0¢ 552.7: 798,310.0 6.1C 8.64 1444.3( 2.5% 1.27 3,660.3( | 1,830.1¢
2003/0¢ 739.2: 1,181,561.0 5.5€ 8.6¢ 1598.3° 3.14 1.57 5,011.5¢ | 2,505.8!
2004/0¢ 768.4¢ 1,104,927.0 7.41 10.77 1437.8: 3.3€ 1.6€ 4,832.41 | 2,416.2:
2005/0¢ 660.0¢ 987,438.0 5.92 10.9( 1495.9: 4.97 2.4¢ 7,434.1: | 3,717.0¢
2006/07 643.82 919,401.00 6.4 10/79 1428.04 4.30 15 6,144.26) 3,072.18
2007/0¢ 707.6 980,094.0 9.6C 16.0( 1384.9¢ 6.4C 3.2C 8,868.6! | 4,434.3
2008/09 626.73 872,688.00 11.2 1600 1392.45 4.78 2.39 6,652.85 3,326.48
2009/1( 628.3¢ 694,365.0 14.81 16.0C 1104.9¢ 1.1¢ 0.6C 1,314.9! 657.4¢
13,711.3
2010/11 961.27 1,622,321.90 18.Y5 35]00 1687.69 25186. 8.12 27,422.74 8
2011/12 877.24 1,422,979.90 14.53 24}45 1622.11 1Pp9 4.96 16,081.85 8,040.92
16,598.9
2012/13 877.24 1,422,979.90 14.53 35/00 1622.11 4720. 10.23 33,197.91 5
10,158.9
2013/1¢ 2,394.01 3,671,018.0 36.7¢ 50.0( 1533.4. 13.2¢ 6.62 20,317.8 4
Total 10436.8! 1567808 152 242 1775: 91 45 14094( 7047(
Average 130650° 13 20 147¢ 8 4 1174¢ 5872



Fig 4.1: Graphic Representation crea coverd by Harvested Sugarc&neduction in Hectare

and Sugarcane Production of Three Woreda /TaBl

From 2002/03—2013/14/
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Source: Woniji Area Sugarr@®versCooperative Union/ 2002-2014/

The mentioned graph shows that the minimum ar¢hree woreda covered by sugarc
production was 552 hectare in 2002/03 while theimarm was 877 hectare in 2013/14. On ~
other hand the minimum sugarcane production was3694quintal in 2009/10 while tf
maximum was 3,671,018 quintal in 2013

In the research area sugarcane production is harvestsdin two years budget y (18-24
Months) From this conditionit was dividedfor two to get annual household income fr

sales of sugar cane producti

From Table 4.7the information gathereadom farmers who sold their sugarcane productio

Wonji Sugar Rctory indicated the average two years income Bales of sugarcane producti
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per hectare was birr 25,334 When this was changeantual household income it became
(25,334/2)=12,667 birr per hectare. As the area masly become under the expansion of
sugarcane production, its betterment in naturatilifgr contributes for better sugarcane

productivity per hectare which was equivalent td29Quintal per hectare. The latest revised
farm gate price fixed by government per quintasogar cane production was 50 birr, on the
other hand the average sugarcane production eosjyintal was birr 36.75.When the cost of
sugarcane production per quintal was deducted ffarm gate price the net income of

households per quintal became, (50-36.75) =13.2%br quintal.

The secondary data of three woreda includingst#iected research area which was collected
from Wonji Area Sugar Growers Cooperative Unionf€ab8/ that can cover twelve years data

related to sugarcane production, different farntegparice , different cost of sugarcane

production, land covered by harvested sugarcanduptmn in hectare shows the average
productivity of sugarcane per hectare was 1,47atgli on the other hand , with current , farm

gate price and production cost the average holgselmnet income from sales of sugarcane

production for two years =(1,479*13.25)= 19,597 hithile the average annual household net
income was (19,597/2 )= 9,798 birr per hectare.

The average annual household net income from pyirdata collected from interviewed

household was greater than the average househbldamene driven from secondary data by
30%( 12,667/9,798) . As the land in the researela aras new for production of sugarcane, its
natural fertility mainly contributes for better phactivity per hectare. In addition, as the
sugarcane production was immature during the reseamnducted, some of the farmers did not
know the exact income from sales of sugarcane gtamy this incompleteness data may have

contribute as the reasons for variation.

4.4 Contribution of Wage on Average Annual Househal Income from Sales of Sugarcane

Production

One of the advantages of expansion of sugarcardgtion is the opportunities of creating job
for semi-skilled and skilled unemployment and uedgployment who are the resident of both
the rural and urban communities. From the respdniterviewed households (Table4.7), it was

observed on average, 1.67 family members per holdsthave been engaging in sugarcane
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different production activities almost for the old year. The Table 4.7 indicates that the

average annual wage/salary net income per houseladdirr 20,012 after tax was deducted.

When the wage/salary was added to primary dataayleeage annual household net income
(12,667,sales from sugarcane) +(20,012, wage) besohirr 32,679.The contribution of

wage/salary for annual household income was 61%ilewsales of sugarcane was 39%.

When the wage/salary was added to the income freoorglary data the average annual
household net income becomes = 9,798 + 20,012 81@%irr, the contribution of wage/salary

was 67% while sales of sugarcane 33%.

In both case the contribution of wage/salary torage annual household income was greater
than the average annual house hold income gendratacsales of sugarcane production; which
indicates that the farmers who do not have workodppities in sugarcane farming are
extremely disadvantageous in expansion of sugarqamogluction on their land. These

underprivileged groups can be like: elders, disi#d®sl, patient, young youth etc.

Table 4.9: The 5 Years Average Annual Household nelncome from Expansion of
Sugarcane Production on Farmers Land

S.n Budget Source of Income per Month Annual Source of
year income and hectare in birr net information
income in
birr
1 2010/2011] Temporary 1,250 15,000 Interviewed
compensation farmers/household
2 2011/2012 >> >> 1.250 15,000 >>
3 2012/2013 Temporary 1,250+(999*1.6) 35,012 >>
compensation
wage/salary
4 2013/2014 Temporary 1,250+(998.65*1.67)= | 35,012 >>
compensation +
wage/salary
5 2014/2015 Sales from 29,810 Wonji area sugar
sugarcane growers union &
production interviewed
+wage/salary households
Average 25,967.00

Source: Survey Result
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The five years average annual household net ingoroennecting to the expansion of sugarcane
production per hectare was birr 25,967 in reseastbcted area and can be also the same for

other woreda/districts (Wonji area sugar growegsperative, 2015)

In different budget years, the farm gate price, ¢bst of production and the net income per

quintal of sugarcane production is not the samadisated below.

Table 4.10 Farm Gate Price, Cost of Production anahet Income per Quintal for Three
Woreda/Boset, Adama and Dodota/ from 2002/03--20113¢/

S.n| Budget Farm gate sugarcane price per | Cost of production per | Netincome

year quintal fixed by government in birr quintal in birr per quintal
A B C=A-B
1 | 2002/03 8.64 6.10 2.54
2 | 2003/04 8.69 5.56 3.13
3 | 2004/05 10.77 7.41 3.36
4 | 2005/06 10.90 5.93 4.97
5 | 2006/07 10.79 6.49 4.30
6 | 2007/08 16.00 9.60 6.40
7 | 2008/09 16.00 11.22 4.78
8 | 2009/10 16 14.81 1.19
9 | 2010/11 35 18.75 16.25
10 | 2011/12 24.45 14.53 9.91
11 | 2012/13 35 14.53 20.47
12 | 2013/14 50 36.75 13.25

Source: Woniji Area Sugar Growers Cooperative Unfl2-2014(Secondary data)

From the Table 4.10 mentioned above the farm gate,rost of production and net income per
quintal from sales of sugarcane production vaniesifyear to year. Thus, it is difficult for each
budget year, to compare the annual household neirie generated from sugarcane production

to annual household income from grains. Therefor¢his research report, the comparison was
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done for Current and recent year farm gate pricgt ebproduction and net income which v
birr 50, 36.75 and 13.25 respectiv:

Fig4.2: Graph of Cost ofugarcanéProduction per Quintdbr Three Wored

/2002/03-2013/14/Mable 4.1)
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Source: Woniji Area Sugarr@®versCooperative Union/ 2002-2014/

The graphindicates that the minimum sugarcane productioh pessquintal was birr 5.56
2003/04 while the maximum was birr 36.n 2013/14. The trend showed that the co:

sugarcane production had been increa

36




Fig 4.3 Graph of Farm Gagigarcane Price per Quintal fixed bp¥@rnmer

From /2002/03—2013/14T@ble 4.1) for three Woreda
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Source: Wonji Area Sugarr@versCooperative Union/ 2002-2014

The graph shows th#tte minimun sugarcane farm gate price fixed by Ethiopian govemt pel
quintal was birr 8.64 in 2002/03 while the maximwas birr 50 in 2013/1-
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Fig 4. 4 Net Annual Huseholcincome per Quintal from Sales ofigarcan/ Table4.10/
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Source :Wonji Area Sugarr@versCooperative /2002/03—2013/14/

From the above mentioned graph it is understood thatntimimum annual household r
income from sales of sugarcane per quintal was1bir® in 2009/10 while the maximum w
birr 13.25 in 2013/14.
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Table 4.11 The Average Annual Household Net Incomger Hectare by Sources of Income

S.n| Source of annual | Annual household Remark
household income | net income in birr

1 | White teff 28,744 18 quintal productivity per hectare with rage
producer producer price birr 1762 per quintal, average obst

production birr 2,972 is assumed

2 | Maize and 70,060
Chickpeas
producer

3 | Sugarcane 25,967 Average of temporary compensation, sales of
production sugarcane production and wage/salary of 5 years
producer data

Source: Own Data Collection

4.5 The Comparison of Annual Net Income from Exparisn of Sugarcane Production vs.

Annual Net Income from White Teff

From the Table4.11 , when the average annual holgeet income from White Teff birr
28,744 per hectare was compared to the anneshge household net in come from sugarcane
production birr 25,967,it becomes greater by 11&@mtthe average annual household net income
from sugarcane production. Currently, any prodycere of white Teff per quintal greater than
birr 1,607 makes the farmers more advantageousliivating white teff rather than cultivating

sugarcane production on their land.

4.6 The Comparison of Average Annual Household Netncome from Expansion of

Sugarcane Production vs. Annual Net Income from Mae and Chickpeas

As frequently explained in this research paptilis Icommon in some part of Ethiopia to
cultivate and harvest chickpeas after Maize pradods harvested in one year production cycle
on the same land. From Table 4.11, the averageeviaid Chickpeas produced by interviewed

household in one year have value estimated to70®60 per hectare. When we compare the
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average annual household net income generated ¥Marpe and Chickpeas grains against to
income generated from sugarcane production whigk en average birr 25,967 , it was grater
by 270 % than the income generated from sugarcartigtion. Maize and chickpeas producers
had advantage more than double. In the researehtsdlarea, 62 % interviewed farmers were
engaged in harvesting both Maize and Chickpedsarsame year on the same land. Besides, the
benefits from crop residues, farm land forestry esakhe farmer households more gainful in

cultivating grains rather than sugarcane produatiotheir land.

This implies that in existing compensation packagyetem for farmers engaged in expansion
of sugarcane production on their land, the averagesehold income generated from expansion
of sugar cane production such as: temporary conagiens sales from sugarcane production and
wage/salary was smaller than the annual incomergestefrom cultivating grains per hectare.

Thus, facts should force the concerned bodies aganevise the compensation packages for
farmers related to the expansion of sugarcane ptimtiuon their lands so as to continuously
improve the income of farmers, enhance the comnashibwner ship ness, sustainability and

encourage the development by solving bottleneckmoa in transparent way.

4.7 Comparison of Annual Household Income from Temprary Compensation vs. from

Sales of Sugarcane Production

As mentioned above the monthly income the housekalths per hectare from Temporary
compensation was birr 1,250, and annually birr @3,00n the other hand from interviewed
households, the average annual income earned Isghold from sales of sugar per hectare was
birr 12,667, also the brochures of Wonji Area &ugane Growing Cooperatives Union of
twelve years data indicates the annual net incooma §ales of sugarcane production per hectare
in 2013/2014 was birr 10,158. With the latest mebme birr 13.25 per quintal, by assuming
that the wage/salary was constant, the compariseamezage annual household net income from
sales of sugar cane production which was 12,667fimm interviewed households and 10,158
birr from secondary data collected from cooperativeéon to temporary compensation annually
birr 15,000, in both condition, relatively, the sage annual household income from sales of
sugarcane was even less than the income from Tamyp&@ompensation by 32%. (10,158
/15,000).
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In existing productivity, cost of production, aboat farm gate price fixed by government the
expansion of sugarcane production does not havermdyantageous for farmers. There fore,

the farm gate price should be revised, dependinfgeenmarket and consumption goods.

4.8 Correlation between Annual Average Household Ndncome and Productivity, Farm
Gate Sugarcane Price fixed by Government, Cost ofr&duction and Net Income per

Quintal per Hectare

Correlation measures the degree of either posdgiveegative relation ship or no relation ship
between two variables, dependent and independeanges from -1 to +1. if it is equal to 1 the
two variables have strong positive relation whichthe changes in independent variable
automatically changes the dependent variable irstime direction while the -1 , indicates the
changes in opposite direction, the increase inpgaddent variable decrease the dependent

variable. Correlation equal to zero means noicelaghip between the two variables

from the Table 4.8 the correlation between proditgtof sugarcane production per hectare and
annual household net income from sales of sugarpaoéuction was 0.69, the correlation

between farm gate price per quintal and annual dtald net income from sales of sugarcane
production was 0.83, also the correlation betwaest of production and annual household net
income from sales of sugarcane production was -@n85the correlation between net income per

qguintal and annual household net income from saflesgarcane production was 0.99

The correlation between productivity, farm gatacgmand net income per quintal with annual
average household income is positive while theetation between cost of production and

annual household income is negative.,

The positive correlation shows the increase in petdity, farm gate price and net income per
quintal increase the average annual household iedoom sales of sugarcane production. But,
0.99 correlations indicate that the correlationwaein net income per quintal and annual
household net income is very positive and strorgs Theans the increase in farm gate price and

decrease the cost of production radically incrélaseverage annual household net income.
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The negative correlation between annual houseretithnome and cost of production means the
increase in cost of production decrease the arfmusdehold net income; the more the cost the

less the annual net income by assuming the othetsrs constant.

4.9 Analysis of the Major Factors affecting the Annal Income of Households from Sales of

Sugarcane Production

The annual income of house holds from sales ofrsaga production is mainly affected by four
factors such as productivity of sugar cane petdnecarea covered by sugar cane production,

cost of sugarcane production and farm gate priceigar cane fixed by government

4.9.1 Productivity of Sugarcane Production per Heetre

The productivity of sugarcane production per hecterainly depends on its natural fertility,
proper application of fertilizer, improved seedsfigde, watering using irrigation system and
good treatment from plantation to harvesting thgasyroduction. Efficient management system
and commitment, community ownership ness and agarécipation, attractive market prices
have paramount importance in increasing its pradittper hectare. If the contribution of the
other three variables like Farm gate price, landeoed by sugar cane production and cost of
sugar cane production is assumed constant, thet effeeither increasing or decreasing the

productivity per hectare can be seen easily.
To see the effect of average annual householdngetrie by increasing the productivity
by 10 %, seeing the following simple calculatismmportant.
A. Let the old average annual household net incorive ibefore productivity increase/
B. Let the new average annual household income/isfter productivity increase by 10%

C. Assume Qis the productivity of sugarcane per hectare wisctor the last twelve years
on average 1,479 quintal as the sugarcane producis harvested per two years it

represents two years
D. Let P the farm gate price of sugarcane, currehtty 50.00 per quintal
E. Let C the cost of sugarcane production, curreibity 36.75 per quintal

F. The netincome per quintal is D-E=13.25 birr
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Y1= Q (P-C)/2 +Wage/salary
Y2=/ (Q+10%Q) (P-C)/ 2+ wage/salary
Substituting Q for 1,479, P for 50and C for 36.75
Y1=(1479(50-36.75)/2) +Wage/salary
By assumption wage/salary is constant
Y1=9,798 birr

Y2= (1479+1479%10%)(50-36.75)/2

Y¥%.=10,778

Y2/Y1=(10,778/9798)=1.10 which implies that the ZDincrease in productivity of sugarcane
production can increase the average annual houselkbincome by similar 10 percent and vice

versa.

Here, the question is: really is it possible tor@ase the productivity of sugarcane production
per hectare rather than average productivity ofvgvgears which was 1,479 per hectare. From
Table 4.8 it is observed that the minimum prodiistiper hectare was 1,104 quintal and
maximum was 1687 quintal. In the research areaatlegage productivity of sugar cane per
hectare of interviewed households was 1,912 quthialmainly due to the land was new and
fertile for sugar cane production. Information froine majority of interviewed households, after

the second round production cycle, the trend oéspgoductivity per hectare was decreased.

It is not deniable the increase in productivityrgase the income of households, but as the
proper application of fertilizer, pesticide, impeal seed and good treatments etc on sugar can
production is practiced and the sugar cane progluctrend after the second round was
practically decreasing (interviewed households)stlit is very difficult and hopeless to improve
significantly the annual income of farmers fromesabf sugar cane production by increasing the
productivity and production per hectare more th@79huintal per hectare which was the
average of twelve years of three Woreda includiegearch area. There fore the other
alternatives factors affecting the annual incoméaamer from sales of sugar production should
be assessed.
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4.9.2The Effect of increasing Area covered by Sugarcarféroduction on Annual

Household Net Income

It is clear that the annual household’s income ftam hectares under sugar production is higher
than the income from a hectare. But the quessoreally the increase the area coverage by
sugar cane production increase the income of farmwen compared to the income of grains.

To answer this question, the following informat&hould be analyzed.

The twelve years average sugarcane productivitheetare was 1,479 quintal, the current farm
gate price was birr 50. 00, cost of production B@ir, net income per quintal birr 13.25 per
quintal. As the sugarcane production is harvesedtywo years, the mention productivity was
divided for two to get annual productivity per reeet For white Teff producer, the annual
household net income per hectare was estimatedrt@8)744. To see the effect of expansion
and outsourcing of sugarcane production on thedesrtand, suppose a farmer has two hectares
of land and cultivate it, one hectare for whitd tefd the second for sugarcane production. From
this assumption the average annual income of #nmdr was the sum of income generated from
two sources that was the income from expansionughisane production and cultivation of
white Teff. The 20% increased in the expansioth amtsourcing of sugarcane production on
farmers land means automatically, decreasinglod cultivation of white Teff land by 20%
which means the 20% increased in expansion of scgae production changes the previous
hectare covered by sugarcane to 1.2 hectare. Vamge sugarcane productivity of twelve years
per hectare was 1,479 for two years while theerurfarm gate sugarcane price per quintal was
birr 50.00, cost of production birr 36.75, the metome per quintal was 13.25 birr.

As the average sugarcane productivity of twelver ywas 1,479 per hectare, the average
productivity of 1.2 hectare becomes ( 1479*1.2)F5,7or two years, with current farm gate
price, the annual farmer net income from salesughscane production before 20% increased in
expansion of sugarcane production was (1,479*13)29,798birr per hectare and the average
annual farmer net income from sales of sugar angkigalary was (9,798+20,012)=29,810 birr.
For this farmer the annual net income from heotdrgugarcane production and hectare of white
Teff production was =(29,810+28,744)=58,554 birfteA 20% increased in expansion of sugar
cane production ,for this farmer also the annualimeome from a 1.2 hectare of sugar cane
production, was equal to (1775*13.25/2)= 11,7589. bi
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The farmer earned new annual net income from s#lesigarcane and wage/salary equal to
(11,759+20,012)=31,771 birr Which means the 20 ételased in expansion and outsourcing of
sugarcane production on his land decreased lite Weff cultivation land by 20% which
changed the white Teff coverage to 0.8 hectaremFooe hectare cultivated white teff the
farmer earned annually average net income birr 428 hich can be for 0.8 hectare birr
(28,744*.80)=22,995 birr as the reason of the 20@&teased on the expansion of sugarcane
production on farmers land the average annual ineame of this farmer from a hectare of
sugarcane and a hectare of white Teff became( 312227995)= 54,776 birr. When the new
average annual net income of this farmer was cosspdo previous income it becomes
(54,755/58,554)=0.94. Which implies that the 20%reased in the expansion and outsourcing
of sugarcane production on farmers land decredsedhverage annual net income of farmer by
about 6 %. If the farmers were maize and chickggaducers in the same year this gap was
very wide. Hence, in this direction also, the exgdan and outsourcing of sugar cane production
on farmers land can not improve the income of fasnie current existing productivity, farm
gate price and cost of production of sugarcaneaddition, here also the contribution of crop

residues and farm land forestry should be reconside

4.9.3 The Effect of Cost of Sugarcane Production oinnual Household’s Income by

Assuming the other Factors Constant

Preparation of land plantation to harvesting suaacproduction has various types of costs
incurred. Cost of fertilizer, pesticide, improveeed, plough, construction of irrigation system,
watering, harvesting, labor cost etc are majors aosvities among the others. The price rise of
materials, the foreign currency, and poor managei@nalso common challenges in increasing
cost of production of sugarcane production. Frobrletat.10 the twelve year data shows the
minimum sugarcane production cost was birr 5.56 whiile the maximum was birr 36.75 per

quintal.

The 10% decreased on production cost (36.75-3.@8ypintal changes the previous production
cost to 33.08 birr per quintal. Depending on tlatadve can calculated the old income before the
reduction of production cost and the new averagrianhousehold income from sales of sugar

cane production became that old average two yearsehold income before reduction of 10 %
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production cost was 1,479*(50-36.75)=19,598 birr pectare while new average two years
household income after the reduction of 10% pradanatost was 1,479*(50-33.08)=25,024 birr.

This implies that the 10 % reduction in sugarcanadpction cost can increase the average
annual household’s income (25,024/19,598) by 28 éfly if the other factors like productivity

per hectare, farm gat price and area covered lgreage production were constant

Table 4.10 shows that the trend indicates, the obgiroduction are increasing. If the cost
deceased, the household’s income increased andefisa. As the trend shows the increasing of
production cost per quintal, it is not expectednioimize the cost of sugarcane production that
enables to improve the annual income of househbldaever, the effort of minimizing the cost
of production is not deniable that it contributasmproving the income of farmers. Therefore
the cost of sugar production should be assessaetail and depth by concerned stake holders so
as to increase the annual household income fromareskpn of sugar production. But, from the
analysis of the past data, the possibility of ralfycdecreasing the cost of production which

enables to improve the income of household wasopéful

4.9.4 The Effect of Farm Gate Price of Sugarcane Bduction on the Annual Income of

Households

Before seeing the effect of the price on the awem@mnual household income some assumption
were made: The average productivity of sugarcandymtion per hectare was constant /1,479
quintal//Table4.8/,the current production cost geintals was the same 36.75 birr per quintal,
the area covered by sugar cane production wastardrend also assume the wage/salary was

constant.

The average annual households income from salesugfrcane production excluding
wage/salary from interviewed households/primaryatatas 12,667 birr while the average of
twelve years was 10,158 birr per hectare/secondiatig/. The income in research area was better
than average might be due to the fact that the ar@s an newly covered by sugarcane

production.

Currently, the farm gate price of sugarcane pradaodixed by government per quintal was birr
50.00 and the production cost was 36.75 birr pantgli The net income per quintal was 50.00-
36.75=13.25 birr per quintal/Table 4.10/. Besid@s2% kilo of sugar is produced from one
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quintal of sugar cane production by sugar fae®(finterviewed woniji factory planning staff),
the production cost of producing one quintal ofasug 2014/2015 was 745.00 birr per quintal .
(Interviewed Wonji Sugar Factory Planning staffjuantal of sugarcane production can produce
3.6 kilo of molasses ,28 kilos of baggas the préidacof ethanol was not practiced in Woniji
Sugar Factory. During research period, the whelkng price of sugar factories for a quintal of
sugar was birr 1.130.00 before VAT ( Interviewednji factory planning staff),the whole
selling price of 100 kilo molasses was birr 7€ biefore vat and the whole selling price of a
quintal of sugar was revised by government, afterresearch information had been collected, so
its implication was not reconsidered in this e#sh. The farm gate price of sugarcane
production is not determined by demand and supplyee market, instead it is determined and
fixed by the Ethiopian government. It may revisat bot significantly. In twelve years, the

minimum of farm gate price per quintal was birr8ahd maximum was birr 50.00/Table 4.10/.

The farm gate price fixed by Ethiopian governmeithaut the principle of free market is one of
the factors affect the annual household income fsoigarcane production. To show its effect
clearly the others important factors like, produtyi per hectare, cost of production, and area

covered by sugarcane production and wage/salary assumed constant.

The increase in 10% the farm gate price changedufrent farm gate price birr 50 per quintal to
/50*1.10/ =55 birr per quintal. As mentioned abave average 12 Years productivity of
sugarcane production per hectare was 1,479 quamalthe net income per quintal was 50-
36.75=13.25 birr per quintal. When the farm gateepiis increased by 10% the net income
changed to 55-36.75=birr18.25 per quintal.

For comparison purpose, from this information aih ®e calculated the new income and old
income before price change which was at farm gptee birr 50 (1,479
Quintal*13.25)=19,597 birr for two years while namcome after farm gate price was
increased by 10% was (1,479 quintal*18.25/=26,9&1ftr two years.

This implies that the 10% increase in farm gateeper quintal can increase the average two
years household income by 38%, (26,991/19597) petare. Here the question was, what was
the effect of increasing the farm gate price by 1@8othe production cost of producing one
quintal of sugar in sugar factories. To answer flugroduce 12.5 kilo of sugar in Wonji Sugar

Factor needs a quintal of sugarcane as input. Bnsfact , one quintal of sugar needs as input
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8quintal of sugarcane production .(8*12.5)=100kiosugar. The 10% increase in farm gate
price changes the current farm gate price which ®@abirr to 55 birr per quintal which means
the extra expense of 5 birr per quintal for sugatdry as 8 quintal of sugarcane production is
needed to produce one quintal of sugar, the 10%6ase in farm gate price creates (8*5=40) birr
40 extra cost per quintal on producing sugarfactory. The extra cost 40 birr per quintal to
produce sugar can also raise the previous productst which was 745 birr per quintal raised
to (745+40) 785 birr per quintal. During the resbaime, the sugar factory whole selling price
before VAT was birr 1,130 per quintal( interviewdtbnji sugar factory planning staff) while its
production cost was 745 birr per quintal. From thasa the difference between the selling price
and cost of production/1,130-745/ per quintal giles 385 birr. The amount of getting 385.00
birr per quintal after production cost was very &iand indicates high profit for factory. The
extra Factory cost 40 birr per quintal due to 10%rease in farm gate price changes this
condition to /1,130-785/ to 345 birr per quintaligth was still huge indication of profit per

quintal.

On the other hand , Sugarcane production is veryortant to increase GDP, create job
opportunities for thousand of unemployment and wem@loyment for both rural and urban
communities, it is the means of the source of cunyeit the source of energy, it is used as input
for soft drink factors, it brings modernization facilitating the development infrastructure, it is

one of the means of technology transformation. etc

As the country has huge potential for sugarcandumtion, the sector should be encouraged by
solving closely bottle neck problems in sustainakégy. For every development sustainability,
the community ownership ness and active parti@patiof community in planning,
implementing, benefiting, evaluating the projeatfmam has paramount importance. The
development at the cost of the others can not B&isiable it can be the cause from minor
administration grievance to area instability, moeamand can become big political issue and

agenda unless it is not solved on time

The interest and the benefits of all key stakelrsldesugarcane cane expansion and outsourcing
should be kept healthy and smoothly. For distrifptfair benefits and income among key

stakeholders mainly for farmers, the price of fayate should be revised without increasing the
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sugar factory whole selling price which indicatesywhuge profit per quintal. As mentioned
above the average annual households incomeddtathe expansion and outsourcing of sugar
production was less than the average annual holdsehoome generated from grains
particularly for farmers producing maize and chig&kp on the same hectare of land in one year
production cycle. When interviewed farmers in sieldaesearch area, some of them cried, and
became nervous as one of their reasons was thdatim gate price was small. Therefore it
should be revised in line to improve the annualsetwld income from the sugar development
by concerned government body.

The 10%increased in farm gate price increasedwbrmge annual household income by 38% by
assuming the other factors constant. Hence, thermp@rcent increase in farm gate price can

radically improve the annual household income fexpansion of sugarcane production.

4.10 The Effect of Sugarcane Production on the Hoakold
4.10.1: The Encouraging of sugarcane production

The expansion of sugarcane production increas& Dt of the country, create job opportunities
for thousands skilled and unskilled unemploymeamd underemployment for both rural and

urban communities,

It generates currency from export, gives the egtarce of energy for human beings, used as
input for soft drinks, used to produce ethanolrfoxing to petroleum so as to decrease the price
of fuel. Facilitate the modernization and techngldgansformation, expand infrastructural
development etc. Particularly in Kebele of Bosetréda where this research was conducted, the
expansion and outsourcing of sugarcane productiorfaomers land gave advantageous for
farmers like : continuous means of income, créalbeopportunities, availability of water for
human being and animals, and facilitate the devey of infrastructure like: road. Water,
electrification, communication, education health daiqmodernizations etc( interviewed
households)

As Ethiopia has huge potential land for expansiothis sector, agro-based industry to fulfill the

high demand in the country, it should be encouraggedlosely and by seriously solving the
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problems identified by the research paper direegociated to the expansion of sugarcane

production particularly on the farmers land

4.10.2 Effect on Livestock Holding and Displacement

Table 4.12 The Average Distribution of Livestoclouction Responded by Households

S.N | Average livestock production per interviewed housetids | quantity | Percent
1 Cattle 4 44
2 Sheep 2 22
3 Goat 1 11
4 Camel 0 0
5 Horse 0 0
6 Donkey 2 22

Total 9 98

Source: interviewed households

4.10.2.1 The Effect of Expansion of Sugarcane Prodtion on Farmers Land vs. Livestock

Production & Farm Land Forestry

Land grazing, animal fodder and marketing etc aeerecessary and sufficient condition for
livestock production in rural area. Live stock puotion is not only used for increasing income
generating but also they give high nutrition vailke meat and milk product. The production of
livestock is also used for different agriculturatiaities, and the means for generating currency
for national economy. This sector has high contrdouin increasing the GDP and creates job

opportunities for thousands of rural unemployméstused as input for industries.

The interviewed households had on average/Tab 4dattle, 2 sheep, 1 goat and 2donkeys
per households. As mentioned above the availglmfitand grazing and animals fodder are very

important to increase the livestock production.
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The interviewed households responded that the skparand outsourcing of  sugar cane
production on farmers land can demolish the exc&tesf crop residues and farm land forests as
the result created the shortage of animal fodderd Igrazing, and firewood and construction
materials. This condition may discourage the liwektproduction where the expansion and
outsourcing of sugarcane production was implemeimtedOf course, the Molasses which is the
by product of sugar uses for animal fodder, butas not easily available and accessible for the
rural farmers in sufficient amount. Therefore tlx@ansion of sugarcane production on farmers

land has negative effect on livestock production.

If the livestock production decreases, in partictiee milk availability for children becomes in
shortage as the result the children would be expdee calcium deficiency and low life
expectance at birth.

Thus, the expansion and outsourcing of sugar pasguction program on farmers land should
reconsider these conditions and arrange the solitiosustainable way. Like developing market
networking to others area, increase purchasing poefefarmers, develop and prepare

community land for grazing, and facilitate highbsydtem etc.
4.10.2.2 The Effect of Sugarcane Production vs. [pigcement

One of the negatives effects of expansion and autgty of sugar cane production on farmers
land is its displacement. Fortunately, the intemgd house holds who are the inhabitant of the
research selected area living on average for nieae #4 years were not displaced. But they
were told to prepare them selves for displaceni@isplacement is common practice in other

neighboring area where there is the expansiongdrstane production on farmers land.

In sugar cane production program for displaced émsmthere was other benefits like the
construction of houses and other infrastructureshsas : development of road, water,
electrification, telecommunication, education, Kieatentre on the other places. But the
communities had complaints on its implementatiomlity relative to its cost. Some farmers
were unsatisfied .Therefore the problems shoulddbeed with active participation of concerned

local communities transparently with governmentybod
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Table 4.13: Community Participation Level in Expansof Sugarcane Production responded by

S.n Level of participation Frequency Percent
1 Excellent 1 5

2 Very good 1 5

3 Good 2 10

4 Weak 17 80

5 Total 21 100

Source: interviewed households

4.11 Analysis of Participation Level of Local Commaities in the Program

For every development, the active participationcommunities in planning, implementing

benefiting and evaluating the project/program isap@unt important for ownership ness and
sustainability of the development .The communiKe®w its need, problems and its solution .if
we mobilize communities properly, they have knowledskill, money, materials used for

continuous development. However/table 4.13/, 80& ittterviewed households gave witness
that they did not actively participate in expansamd outsourcing of sugar cane production on
their land. Insufficient temporary compensationssle income from sales of sugarcane
production, delay of benefits, lack of irrigatioacflities for other crops rater than sugar cane
production as previously committed by governmendybavere the major reasons for their
complaints and weak participation. Some intervievimediseholds became nervous and cried

when interviewed about the program.

As the majority of farmers depend on the incomeegated from land, the delay of benefits and
insufficient income from the sector might expos sofarmers for credit, hunger, migration,
different socio- economic crisis.

Unless the problems are given attention and sobteg by step on time, through time, the
conditions and complaints can grow and can be ti@mcauses for instability, movement and
big political issues which can under questions skstainability of this huge development

program.
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4.12 The Findings of the Study

4.12.1 The Strength of the Expansion and Outsourcgnof Sugarcane Production on
Farmers Land

» The expansion of sugarcane production has higttribation in increasing the GDP of
the country

» It creates job opportunities for thousands skiled unskilled households.
» It can be one of the sources to generate foreigreieccy when exported

» ltis the sources to in rich the food basket aimmunities

» ltis the input for the majority of soft drink factes in the country

» It facilitates the other infrastructural developrnéke: rural road. Water, electrification,
telecommunication, education , health etc

» |t facilitates the irrigation system for farmerstside of the research area who can be
engaged in other alternative agricultural actigitlike crop production and fodder for

animals.

* It increase the availability and accessibility vediter both for human consumption and
livestock production

The ethanol produced from sugar cane productionatso contribute to decrease the
price of petroleum

* The molasses as the byproduct of sugarcane usedifoals fodder and
* ltis used for technology transformation and mottion
4.12.2 The Weakness of Expansion and Outsourcing Sugarcane Production on Farmers
land

« Insufficient temporary compensation compared toviptes income from grain
production, currently birr 1,250 per month and Ipectare paid for households

< 15-45 days delay of payment of temporary compensdor farmers was a de -
motivating factor
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High sugar cane production cost currently 36.75er quintal

Low farm gate price being fixed by government oot market principles, currently birr

50 per quintal

Low household annual net income from sales of segae production, currently (50-
36.75)=13.25 birr per quintal which makes the hbo&# not to earn more than average
annual net income from sales grains. When wagejsalasumed constant, average
annual household net income from sales sugarcatigtion birr (1,479*13.25)= 9,798
birr that was less than even the white teff prodaidbat can earn from white teff on
average annual income birr (18*1726-2,972)=28,744. The maize and chickpeas
producer on the same hectare of land within theegaraduction cycle can earn annually
from both grains about birr 76,004 which was Meigher than annual household income

from sales of sugarcane production

From 6-8 Months, Extreme delay of payment of salesugar cane production for
households which exposed some farmers for hungdr diffierent socio-economic

problems and discouragement.

No compensation for farm land forestry, trees grmaon the farmers land, and benefits

from crop residues

Decrease the availability of crop residues paldity teff, maize, sorghum and

chickpeas which is commonly used for animal grdahd fire wood in rural area
Destruction of farm land forestry used for firewamttl construction

Undermines the availability of land grazing fordstock production as result discourages

the livestock production

Hinders other income generation means and lim@sopportunities of the availability of

high value nutrition foods like meat and milk pratiu

It dimensions the right of farmers on their landtsas: to rent ,sell, .change, mortgage

etc when compared to the previous farmers’ rightao

Unfair distribution of income among key stakehotdparticularly farmers on expansion

of sugar cane production and government sugar rfastoA quintal of sugarcane
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production produce 12.25 kilo of sugar, the farmeasn net income after cost of
production per quintal or for 12.25 kilo of sugaasvbirr 13.25 while the factory net
income after cost of production per quintal wa$ 88r which can be for 12.25 kilo of

sugar or birr 47.

This implies that currently, the farmers earned metome from a quintal of sugarcane
production was birr 13.25 or for 12.25 kilo of sugar 13.25 while the sugar factory , after cost
of production earned birr 47 from 12.25 kilo ofgau or birr 385 from a quintal of sugarcane
production. The net income of sugar factory wag1&.25) = 3.5 times as large as the net
income of the farmers. This clearly showed theritigstion of benefits from expansion and
outsourcing of sugarcane production on farmers haad not fairly distributed among key

stakeholders.

« Low awareness and low level of active participatioh communities in planning,
implementation, benefits and in review and solutmnthe problems related to the

expansion of sugarcane production dis -empowendes to negotiate for the better.

« Poor progress on infrastructure development ditd moch the needs of local

communities

% There was no enough exercise to review and to stdenthe inflation rate of consumer

goods during farm gate price was decided.
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CHAPTER FIVE: CONCLUSION AND RECOMMEMDATION
51 Conclusion

In this research report, the average annoasehold net income from white Teff productionrswa
birr 28,744 per hectare while the average houseimgloime from expansion and outsourcing of
sugar production including wage/salary was birr@®/ birr. When the annual income per hectare
from White Teff birr 28, 744 was compared to #mual income from expansion of sugarcane
production per hectare which was birr 25,967, thieual net income from white Teff production
was superior to income from sugar cane productioh186.0n the other hand, in similar way, the
average annual household net income from maizechiotpeas production was estimated to be
70,060 birr while the average annual net incomenfexpansion of sugarcane production was birr
25,967 .When the annual household income from neizkchickpeas birr 70,060 was compared
to annual household net income from expansion andgoarcing of sugarcane production birr
25,967 , the net annual household income from &aim Chickpeas was 270% times larger than
the income generated from expansion and outsapuroinsugarcane production. The 20%
increased in expansion and outsourcing of sugarpamguction on farmers land decreased the
annual household net income by 6% . The net incomé&onji Sugar Factory was 3.5 times as
large as the income of farmers from a quintal @ascane production showing unfair distribution
of benefits among stakeholders.

In addition, as the expansion and outsourcingugarcane production on farmers land , reduced
the availability of crop residues which was usedhmaisnal fodder and firewood ,decreased land
right, destructed farm forestry, discouraged ligek production, caused displacement as well
as the delay of payment of temporary compensatiom fL5-45 days and income from sales of
sugarcane production from 6-8 Months , the 80 %imterviewed households responded that

they did not want actively to participate in tatvelopment program.
5.2 Recommendation

Based on the findings of the study the followingammendations were forwarded

» The delay of temporary compensation from 15-45 @aybdelay to collect sales income
from sugarcane production from 6- 8 Months was wdifficult for farmers fully to

depend on income from this arrangement. Adminiseht, the problems should be
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solved involving key stakeholder like: local govexent body, sugar growing Union
cooperative, sugar factories, peasant associatidrfealeral government body as per the

agreement made related to the implementation adresipn of sugarcane production

For sustainability of expansion of sugarcane prtdoc a smooth & healthy relation

among key stakeholders including farmers is ongeaisive factors. The benefits should
be distributed among the stakeholders fairly. ®iisuld be amended and corrected by
introducing a fair income distribution mechanismattican be adjusted periodically and

regularly.

The development at the cost of farmers through tbae cause grievance, instability,
movement and can turn into as big political isau@sss it is solved by concerned bodies
on time. In current context, from the analysistué tresearch report, we can understand
that the annual average household’s income periteeéitom grains was better than the
annual average household’s income from expansiosugircane production which
discourages the farmers to actively participat@lantation of sugarcane production on

their land.

To see in detail, the production cost of sugardigcper quintal was 745 birr while the
whole selling price was 1,130 birr per quintal. Tdierence 1,130-745 was 385 birr
per quintal. This indicates that the factory edmage profit Margin while farmers were
getting the little. So to make the distributionimome fair among stakeholders is a key

issue for the health of the whole arrangement;

To increase the fair share income of Sugar canéugeys, can be done either by
decreasing the production cost or by revising twaase the farm gate price Sugar Cane
which is currently fixed by government without alging the selling price in order not

to increase the price on consumers.

The potential of different grain crops harvest thhe same land within one year
production cycle should be reconsider while theeliesrfrom expansion of sugar cane

production is calculated, the single grain may uestgmate the benefits of farmers

The contribution of crop residues, farm land farngsthould also be reconsidered while

the benefits package is planned
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The inflation rate and cost of consumers goodsulshioe reconsidered when the benefits

package is designed

As land ownership right of farmers is limited due the expansion of sugarcane
production other than land right to rent, sell, @ mortgage being the compensation
packages determined, the benefit package shoulcsid®mn the forgone income

opportunities.

A join committee composed of different key stakeleolincluding communities should
be established at each Administrative level wholmarresponsible to negotiate issues of
a common nature for a timely solutions beféreauses as impediment factor for the

expansion of sugarcane production on farmers land

For any issues connected to expansion of sugarpap@uction on farmers land,
community’s awareness level should also be imprayedg different capacity building

techniques including workshop, training, group dssion etc

The infrastructural development for displaced fasnéue to expansion of sugarcane
production such as: road, potable water, elecatifoni, education, health, housing etc
should be planned, implemented, and evaluated Hiveagarticipation of local

communities for enhancing its quality and transpayeamong stakeholders

Shortage of milk supply, as one of nutritional fdod children, can also be a problem as
the livestock production is discouraged due to egmm of sugarcane production in the
area. Therefore improved milk cows with limited p&giion should be considered.

Develop community forestry which can replace faand forestry in area where the

displaced farmers settled.
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Annex |

Survey questionnaires for different stakeholders
1. Questioners on the effect of the expansion andtsourcing of sugarcane production on
farmers land in improving the income of households

Quiz 1:For interviewing sugarcane producers/Farmers

Country-------------------- Region----------------4 Z0NE-------=--=-m=-- Woreda/District--------------
kebele-------- --

Name of respondent: -------- -Sex------ Age----Occupation:--------------- family
size--

Education level ---------- land hold ------------- ha, land covered by sugarcane---------- for
others crops/cereals, vegetable etc/--------- —{and for grazing--------- ha

1.1 Have you engaged in sugarcane production? Nes,

1.1.1 If yes, for how long? ---------------

1.1.2 For how long have you involved in agricultwaltivation in this area-------

1.2 The productivity of land by major cereals, watpes and fruits with its value per hector /per
year and cost of production

1.2.1 The productivity of land by major cerealshwis value

Production | Value Total | Cost of production per hectare in birr
S.n Name | per year/ha| per
of quintal in
major birr
cereals
Fert| pestic| Preparation others| Total
&
harvesting
1
2
3
4
5
Total
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1.2.2 The productivity of land by major vegetabl&sth its value
Production pe | Value pel Total | Cost of production per hectare in |

S.n Name of year/ha quintal in birr

major

vegetables

Fer| pestc| Preparation others| Total
&
harvesting
1
2
3
4
5
Total
1.2.3 The productivity of land by major fruits tlwits value
Production pe | Value pet Total | Cost of productio

S.n Name of | year/ha quintal in

major birr

fruits

Fer | pest Preparation others| Total
&
harvesting

1
2
3
4
5
Total

1.3 livestock information

Sr

Type of
livestock

Number of
livestock

Average price pe
livestock/in

range

in birr

Income by selling
live stock per yeat

Cattle

Sheep

Goat

camel

Horse

donkey

Hens

N0~ W N[

Others
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2. Sugarcane production cycle /harvesting yeatr-—---

3. Sugarcane yield per hectare---------------

3.1 Trend of sugarcane productivity per hectarerease or decrease

3.1 Why ?-------- s e e
4.Currently the price of one tone of sugarcane---ia birr

5. Quantities sold in 2007 E.C in tone ----------

6. Income obtained from selling sugarcane per yebirr --------

7.Number of workers in family involved in sugar egsroduction------

8. The wage/salary and incentive earned per moatédp --------------

9. The Number of the months the workers engagsdgar farming in the year---------

10. What is your incentive packages from Governnremxpansion of sugarcane production on
your land?/compensation, other benefits etc /

11 What are the criteria for compensation? - - -
12.1 Amount of compensation in birr per hectare pexdMonth/year-------------
12.2 Compensation is paid for -------- years, why2------

13. What is your level of participation in expamsiof sugarcane production on your land? A.
Excellent B. very good C. Good D. satisfactory Eaw

13.1 If Excellent or weak, why? ------------- e e

12. What is your opinion in expansion of sugargaregluction on farmers land?

Strength: ----------- - - e e
Weakness: /displacement, compensation etc/--——-------- - mmmmmemee -
——mmmemeee- Opinion for weakness: -- - e e
13. Any comments related to the topics of the netea--------- lE T
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Annex Il

Questioners on the effect of the expansion and owvtsrcing of sugarcane production on
farmers land in improving the income of households

Quiz 2:For interviewing Concerned administration bodies

Country -------------------- Region """""""""""" A0 [= Woreda/District------------—-
e =] [ —
Name of respondent: -------- T --Sex------ Age----Occupation/position: -----------

2.1 Total population of the woreda --------- M--+:----, Number of households engaged in
sugarcane farming: -------- , Average family size—-average household land ------- ha

2.2 The major occupation of communities in percent

Agricultural cultivation --------------------

Pastoralist: ----------

Traders: ------------------

Workers: ------------m-ememnm

Others: ------------mmememmem

2.3 land covered under sugarcane production in Woie ha : Public------- ha, community:------
----ha, Farmers land ------------

2.4 What are the criteria for compensation of fnsrengaged in sugarcane production ?

2.5 On average per hector how much the farmersqmagbensation in birr?-----------
2.5.1 For how many years: ------------- Why?

2.6 On average, what is the productivity and valtidarmers land per hector in major three
grains in quintal?
Grain type yield /ha- value/quintal/birr

2.6.1 Production cost per hector by major threengra
Grain type production cost
------------- Fertilizer (—, pesticide-----, plough ----, harvesting---ethers-----
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2.6.2 The major three grains growing in the woreda:
Name of grains Share in petc

2.7 What is the production cycle of sugarcanelpetion? --------- Years
2.7 The average productivity/yield of sugarcanehsstor---------------

2.8 Who is the market potential of sugar cane pcoda ?

Name of market client market shargoin

2.10 What is the price of one tone of sugarcandysrioon on farmers land? ------------ Birr
2.10.1 Average number of workers from family enghmesugar farming -------
2.10.2 Average wage per month/person ----- in diner incentives: ----------- in birr

2.10.3 Number of average Months that the workegaged in sugar farming in a year ---------
2.11 What percent is the share of farmers fromspgaduction? ------------- % government-------
--%

2.12 What is your opinion in implementing the exgan of sugar production on farmers land?
Compensation: ---- e oo e s

Displacement; --------- -- - -

IMCOME: === e oo e

Others :-- -- mmmmmmmmnennee

2.13 Do you have any documents like report, minutesords regarding the research topic ? —

Yes,No-------
2.14 Any comments :------ S
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Annex Il

Questioners on the effect the effect of the expansi and outsourcing of sugarcane
production on farmers land in improving the incomeof households

Quiz 3:For interviewing sugar factories management & staff

Country -------------------- Reg|0n """""""""""" ZON@--===mmmmmmmmm e Woreda/District------------—-
RG] o= [ e —
Name of reSpondent:-- T === Sex Age---_OCcupation: _________________

Education level ----------

3.1 What area is covered under sugar cane productiBoset Woreda ?

Stat owned land: ---------------- ha
Community land: ---------------- ha
Farmers land: -------------------- ha
Others: --- -ha

3.2 The average productivity of sugarcane per nedtalone: -----------------

3.3 The harvesting Production cycle/period-----years

3.4 Mechanism of price setting: --- e o e e

3.5 The price of one tone of sugarcane of farm@osiuction: ----------------------- in birr

3.6 Packages of incentives for farmers engagedrmihg sugarcane: /Compensation, wage,
70% income from selling sugarcane etc/---- - - -

3.7 Criteria for compensation: --- s - Sm s

3.8 The amount of compensation per hector in Bif---------------- Compensation for years----
3.9 One tone of sugarcane can produce on averagguintal of sugar, --------- liters of ethanol,
and ----quintal of molasses ------------- others

3.10 Selling mechanism of sugar:----==-=========m== ==mmmmmcmmemmmmmcmeee —oon -
3.11 Average selling price of one tone of sugabiir: --
3.12 Average selling price of one tone of barre¢tbfanol: -------------------
3.13 Average selling price of one tone of molagsdsrr: --------------------
3.14 currently ,Average Production cost of oneetohsugar in birr;--------------------
3.15 indirect cost per one tone of sugar: ---———-------
3.16 Strength and weakness in expansion of sugapraaduction on farmers land
Strength: ---------=-mrmmeemeee- - -
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Weakness: -------=-=-=-mmmmmomee e -
Recommendation: ------

3.17 Any documents related to the topic:
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Annex IV

4. Questioners on the effect of the expansion andtsourcing of sugarcane production on
farmers land in improving the income of households

Quiz 4: Group discussion witkharmer and Women association , youth, cooperativeand
NGO/

Country -------------------- Region """""""""""" A0 [= Woreda/District------------—-
1) o= [= e —
Name of Association: ------- —— .

4.1 Do you have knowledge about the expansi@ugarcane production on farmers land ?
Yes, No

If yes, What is its strength and weakness for owjrg the income of households ?

Strengths :-- -- S
WeEaKNeSsS ----mmmm e e - e
Recommendation for weakness :---------------- - e e

4.2 How do evaluate the implementation of compensation?

Strength:--- - - e e

Weakness : e e S
Recommendation for weakness: ---- S e e
4.3 What is the strengths and weakness in displaseai communities due to sugarcane
production?

Strengths :------ S —
Weakness :------- e e - e
Recommendation :----------=========m-mmemeee- S

4.4 How do you evaluate the income from farmingasagne production?
Strengths :-- - e e
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Recommendation :---------------------memnmn- L L e e
4.5 The level of communities participation in expi@an of sugarcane production on their farm
land

A. Excellent B. Very good C, good D, satisfactoryweak

4.5.1 If weak, why? ------ e
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THE PROJECT PROPOSAL
1. Project Title

Depending on the relevance , availability of litera, finance, feasibility of data-collection with

limited time frame, Distance of research area, Kedge of local language ,culture , norms of
local communities and contacts available in theaesh area , the project Title selected for this
research paper is “The effect of the expansionautsourcing of sugar cane production on the
farmers’ land in improving the income of the houslds” , as the Case study of Boset Woreda

of East Shewa Zone of Oromia Region, Ethiopia.

2. Introduction

Ethiopia is the second populous country in Afrioaxtinto Nigeria. Currently, it is one of
economically emerging countries in East Africa witlvo digit economical growth. The
Country’s economy is based on Agriculture whichoarits 45% of the GDP. More than 85 % of
the populations are engaged in agriculture anddbictivities CIA World Fact book June 30,
2015)

In light of the market lead economy, the overalltioreal development and economic
transformation for a structural change, the Fed&amocratic Republic of Ethiopia has
formulated a policy and strategic documents witltcgwct objectives that gives a clear
understanding on prioritized sectors. The policy dne strategic documents among others
capture the agricultural sector of the country tlegus on strengthening the agricultural labor
force, proper use of land, preparing area compaiilglvelopment packages, working towards
market lead agricultural development and promofirigate sectors participation in agricultural
development and agro industry developm&mtGTP | period emphasis has been also given to
rural development, industry, infrastructure, soeiadl human development good governance and
democratization (Growth and Transformation Plan PET2010/11-2014/15). GTP | was with
scenarios, the base and high level scenarios. Tdte lavel is doubling the achievement of
2009/10 by 2014-15 and the base case scenario.2801drowth on average for the five years
period through maintaining agriculture as majorreewf economic growth. To achieve this it
was planned to intensify commercial agriculturabgurction by encouraging large farms and

smallholder commercialization as a main source g@ricaltural growth using the previous



experience. In addition to this, agricultural mankg network and investment was planned to be
enhanced while best agricultural models scalingaspall other farmers; small, medium and
large scale irrigation was planned to get spediahdon. Agriculture and allied activities was
planed 8.5% for GTP | and achieved 6%, whileaswlaned 8% for the GTP Il ..

To realize policy and strategy packages of the Ghi®government has established, agricultural
transformation Agency with a clearly defined pragrguided by the national plan document

called Ethiopian second Growth and transformatilan pgGTP.

The program is designed to help all partners nagets. The Agency measures its contribution
to the effort through the metrics established ia &P document as well as in other strategic
guidance such as the CAADP / Comprehensive Africaichltural Development Program/
compact and the corresponding policy and investrframbiework /PIF/. The agency’s work to
support the GTP | and Il organized under AGP’s/ i&\dtural Growth Program/with the

following goals:
¢ Achieve a sustainable increase in agricultural petigity and production

+ Accelerate agriculture commercialization and agrdustries development

/7

+ Reduce degradation and improve production of natesaurces and
+«+ Achieve universal food security and protect vulbéFahouseholds from natural disaster

Following the government direction, expansion aatsourcing of sugarcane production is taken
as one of the major investment area of Agro- prsiogsindustry. Previously, the country has
three state owned sugar mill factories namely: Meta which has started sugar production, with
currently annual capacity 136,692 tones per yaaresi970 (Methera Sugar Factory Profile 31
July 2015), Woniji has been commencing productimeesil954. It is the oldest and pioneer in
the history of Ethiopia’s sugar industry, currenitty production capacity per year is estimated
75,000 tones (Wonji Shoa Sugar Factory Profile J8ly 2015) and Fincha has started sugar
production since 1998. Its current annual capdsitgstimated 110,000 tones (Ethiopian Sugar
Corporation - Finchaa sugar factory Profile 31 0¥ 5). The overall total annual production of
321,692 tones capacity. In addition to these, tew gugar mill factories have been under
construction in different regions of the countrgna Beles in Amhara National Regional State ,

Welkayte in Tgray National Regional State, Kesemh &andaho in Afar National Regional State



and the rest six factories in SNNPR. Tendaho idafgest of all with expected annual capacity
about 600,000 tones per year. The Country aim iadease its total sugar production beyond
800,000 tones per year by the end of 2015 whichooaer more than 85,333ha of land (El
Mamoun Amrouk, Manitra A, Rakotoarisoa and Rai€trang,

FAO No.37 2013).

. The Sugar cane plantation as well as the procedartgries in Ethiopian have number of
contribution in reducing poverty through creatafnjob opportunities for both rural and urban
population where unemployment is a rampant prolle the country, contributes on Gross
National Product/ GNP/, producing ethanol and ss#a as by product which directly and
indirectly substitutes a part petroleum importataond generate foreign currency as by product
used for fattening animal$AO, 2013 Working paper No.37)

Thus, the Ethiopian Government has strategic ppaexpand and outsourcing the sugar cane
plantation and on farmers’ land particularly in lamd areas where rivers for irrigation are
available and agro climatic condition is favoralllaough it is believed that the development of
sugarcane production linked to Sugar factories ldgweent improves the living standard of
communities, the sought system in place may caysastice and inequality as the expense of
the others stakeholder which can bring displacemaritir compensation and less incgf&O
2013 Working paper No.37)

Since, the effect of Government strategy on thpaegion and outsourcing of sugarcane
production on farmers land in enhancing the incavhéhousehold, the living standard, the
communities participation, ownership, sustainapibtnot assessed and this research is designed
to fill this gap .

3. Statement of the problem

Sugar production has started with Awash River yatlevelopment in Wonji and Methera in
1954 and 1970 respectively. The Wonji was estabtisy Dutch Company, HVA (Handlers -
Vereenging Amsterdam) as joint venture betweendbimmpany and the Ethiopian government.
The production of the firm has continued until fagure of the Imperial government in 1974 as
a joint venture. Since the imperial governmenietiithe sugar factories have been nationalized
and continued until now as a state property.



Ethiopia is endowed with large areas of suitable lands, rivers and conducive climate for
sugar cane growth. The climate and soil types & dbuntry have both proven to be highly
conducive for sugar cane growth and productivitgridus pre- feasibility and feasibility studies
of sugar projects conducted by the Ethiopian Sugdustry Support Center Share Company
(ESISC) have indicated that many potential siteth@tmain river basins are suitable for sugar
cane plantation. These include 303,500 hectarefreddy identified suitable net areas in 7 sites.
However, the total area developed for the prodactibsugar cane in the country is only about
8% of the total identified suitable areas

As the majority of Ethiopian industries are agraséd, the expansion and outsourcing of
sugarcane production is one of the Governmentegfied to reduce poverty, unemployment and
enhance the Gross Domestic Product./GDP/. In litte this expansion in different location/
regions and outsourcing of sugarcane productionrat@lready established Sugarcane Estate
Farms has been taking place this the beginnirgTd?l.

The Government plan and implementation of an expanand outsourcing of sugarcane
production on farmers land has been on progrese $ive last four years in research area. Wonji
Sugar Estate Farms as one of the oldest firm iuteken expansion and outsourcing on

farmers land around its peripheries.

Since, the effect of Government strategy on theaegn and outsourcing of sugarcane
production on farmers land in enhancing the incavhéhousehold, the living standard, the
communities participation, ownership, sustainapibtnew area of research and not assessed yet,
this study is designed to fill this gap as theecamidy on Dongre Fureda Kusaaye Kebele of
Boset Woreda of East Shewa Zone of Oromia regitimppgia, was assessed in depth to forward
alternative solutions for identified challenges astustacles in enhancing the income and the
living standard of the local communities, particlyain Boset Woreda. This approach in general
may also help through replicating and sharing tbedgexperience both at the region and

national level where the expansion of sugarcandymtion on farmers land is implemented.

The findings and recommendation of this study giae vital information to the policy makers
in general and to Wonji Estate Farms and farmeysperatives in particular on the Effect of

expansion and outsourcing of Sugarcane Production.



4. Objectives of the study
4.1 General objective

» To assess the socioeconomic effect on out growersalthe expansion and outsourcing

of sugarcane production to the farmers land by Weungar Estate Farm.

4.2 Specific objectives of the study

* To assess the effect of expansion and outsourdisggarcane production on individual

farmers and cooperatives (out growers) who areggaating in the program

* To assess the relationship and effect of sugarpevduction on farmers land and allied
agricultural activities

» To assess the level of participation and ownerdffipout growers in relation to

sustainability of the expansion of sugarcane probdoon their farm land

5. Universe of the study

As this case study is planned to conduct in B&W¥eteda/District of East Shewa Zone of
Oromia Region, Ethiopia, the whole households pralty engaged in the expansion and
outsourcing of sugar cane production on their feond and who are the inhabitants of randomly
selected Kebele/grass root administration from Boesereda/District for this research, are

considered as the Universe/ population of thidystu
6. Sample

Depending on resource availability such as cosg,tlabor, availability of data, the significance
of the research topics, the nature of populatioethwr they are heterogynous or homogenous ,
the type of the data , the interviewed respondetitsbe selected from Kebele administration/
randomly selected for this study, by using sim@adom sampling techniques which gives
equal chance for interviewee. In addition, for ttesearcher judgment the non-probabilistic
sampling will also be appliedThe sample size should be representative and atdedtidhe

populations are homogenous the small size canéguate and representative of the Universe



7. Tools for Data Collection

1. Preparing questioner for interviewing differeey stakeholders relating to grain and
sugarcane productivity, production, livestock ,cpriinput costs, wage, compensation, net

income, displacement, positive & negative impaatxgfansion of sugarcane production

2. Observing at the site how to plant and managestlgarcane production, store, sell the

sugarcane

3. Interviewing randomly selected farmers/househokeisgaged in sugarcane production on

their farmers from randomly selected kebele
4. Interviewing panning staff of Wonji sugar factory

5. Group discussion with, Farmers association, worassociation, youth association and
NGOs/if any/ in the local area related to the aeske topic

6. Group discussion with Boset Woreda /District goweent administration head and

concerned staff

7. Group Discussion with Wonji area sugar growers eoafives Union about achievement
strength and weakness in the implementation of resipa of sugar cane production on
farmers land.

8. Interviewing the local concerned Agricultural experBoset Woreda

8. Analyzing and interpreting data

After quantitative and qualitative data of thisgasch is colleted and processed it should be
analyzed and interpreted. The objective of tha datalysis and interpretation is to prepare data
as model where relationships between variablesbeastudied,. Analysis of data will be made

with reference to the objectives of the study awkarch questions. It involves the categorization

of variables, tabulation, explanation and casuarence.

For making descriptive statistical analysis, thelgsshment of frequency distribution, graphic

presentation using different techniques like: lgsam, frequency polygon etc will be done.

In this research topic descriptive statistical rodth will be used in the analysis and
interpretation. Descriptive analysis focuses onegalization to the particular observed groups of

individuals... This analysis describes only oneglengroup. The computed statistical values
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provide valuable information about the nature atipalar groups which includes Measures of
central tendency(Mean, Median, Mode),Measures ofabsity( Range, variance, standard

deviation ),Measures of relation ship( Correlatod coefficient of correlation).
9. Tables

This research may have Tables, Figures and Graphadilitating and simplifying analysis of

primary and secondary data collected from key $taklkers
10. Chapter plan

The thesis is planned to organize the researchrteepoder five Chapters such as: .Chapter one:
Introduction, Chapter two: Review of Literature,&pker three: Research Methodology, chapter

four: Results and Discussion and Chapter five: Gmien and recommendation

11. Report writing

The research report is important to make peoplntav about the area of study, it helps either
to know new knowledge or to add additional knowksdiinding, results, solution for problems,
generalization, utilize for further research. BEahelps for planner and police makers to modify
and re plan projects, programs and to estabksh strategies to solve the problems. For that
reason, the research report should be documenkesi REsearch report contains the three main
parts namely: the Beginning, the main body ancetice

The beginning part includes: cover or title pagekowledgement, table of contents, list of

tables, list of figures and glossary

The main body covers: introduction of research, i&ewf literature, Research Methodology,
Results and Discussions and Conclusion and Recodatien as well as the End contains
reference and appendix.
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