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1.  Introduction

1.1 Background
Fundamentally, poverty is a denial of choices and opportunities, a violation of human dignity it means lack of basic capacity to participate effectively in society (Barbara, 2000). It means not having enough to feed and clothe a family not having a school or clinic to go to, not having the land on which to grow ones feed or a job to earn ones living not having access to credit (Michelle and Ruth, 2007). It means insecurity, powerlessness and exclusion of individuals, households and communities. It means susceptibility to violence and it often implies living in marginal or fragile environments without access to clean water and sanitation (Smith, 2005).

Besides economic aspects at poverty, it may also be understood as unequal social status and inequitable social relationship, experienced as social exclusion, dependency and diminished capacity to participate or to develop meaning full connections with other people in society. 

For most of history poverty had been mostly accepted as inevitable as traditional modes of production were insufficient to give on entire population a comfortable standard at living. After the industrial revolution mass production in factories made health increasingly more in expensive and accessible. 

Like, any other developing countries the issue of poverty is also the primary Concern for Ethiopia. 

The economy of Ethiopia is predominately based on agriculture. Based on the result of the May 2007 national population and housing census of Ethiopia the projected figures for the year 2011 become around 82 million. Since the mid 1990s the guiding economic development strongly has been the agricultural development led industry (ADLI) strategy. The essence of ADLI is that by supporting the small holder agriculture development, capital and wealth will be created for investment and development of industry and other sector of the economy. The support for the small holder agriculture has been devised in terms of massive extension mark technology packages mainly in crop production, livestock production and land and water resource management.

The series of poverty reduction strategies (PRSP) in 2002 and then after have also contained agricultural development strategies as major instrument. The plan for accelerated and sustainable development to end poverty (PASDEP) (2008/6 to 2009/10) has included strategies and plans for agricultural development. The second five year development plan (SFVP) or the growth and transformation plan (GTP) also focus on agricultural development as the main pillars (MoFED, 2010).

The Ethiopian economy is reported to have grown by an average rate at 11 percent over the last five years. The period was also characterized by a record high inflation which started to rise as early as 2004/05.

The last five years were phenomenal for Ethiopia in terms of economic growth according to national income account figures at the Ministry of Finance and Economic Development, real GDP growth of an average rate of 11 percent per the period of 2005/06-2009/10. This is a significant leap over the 6.2 percentage average growth at the five year prior to 2005/06 with an average population growth rate at 2.8 percent in the country. The high growth in GDP translates into a comfortably high per capital income growth which had a potential at reducing poverty with significant. However the heavily depends on the quality of growth and most importantly on the nature of specific sectors which lead growth (Ethiopian Economics Association, 2011).

Agricultural development led industry on (ADLI) is the poverty reduction principle adopted by Ethiopia, a low income country, to promote its national development. The initial idea at ADLI was formulated with the establishment of in term government in the early 1990’s which was subsequently in stages and put into serious implementation in the early 2000.

The main motivation behind ADLI is the recognition that Ethiopia is an agrarian society in which the bulk of the population about 86 percent, resides in rural area earning a livelihood from land (Central statistics agency, 2011).

Of more importance is the modernization of agriculture such as fertilizers, in order to provide enough yields to feed the population.

In this case cooperatives have great role in providing technology, fertilizer, credit that help to enhance agricultural production.  

A cooperative (also co-operative; often referred to as a co-op) is a business organization owned and operated by a group of individuals for their mutual benefit. Cooperatives are defined as the autonomous associations of persons united voluntarily to meet their common economic, Social and cultural needs. 

Cooperatives may also be defined as a business owned and centered equally by the people who use its services or by the people who work there (http://www.coporg).

When we see the origin of cooperative it dates back as far as human beings have been organizing for mutual benefit. Tribes were organized as cooperative structured allocating jobs and resources among each other only trading with external communities. Pre-industrial Europe is home to the first cooperatives from an industrial context   

When we see cooperative as legal entities owned and democratically controlled by its members. Members often have a close association with the enterprise as producer or consumers of its products or services or as it employers.

Cooperatives are based on the cooperative value of self-help, self-responsibility, democracy and equity and solidarity. Cooperatives are dedicated to the value of openness, social responsibility carrying for others (http://www.cop.org).

Cooperatives are able to reach and give benefit to section of the population that would not normally be served by other private sector institutions or direct government programs, i.e. formers, especially in developing countries, can be charge relatively high interest rates by commercial banks, or even not available for farmers to access. When providing loans, these banks are often mindful of high transaction costs on small loans, or may be refused credit altogether due to lack of collateral. Something very acute in developing countries to provide a source of credit, farmers can group together funds that can be loaned out to members (http://www.cop.org).

As we have seen Ethiopia economy is predominantly based on agriculture so improve the performance of this sector have get priority.

Effective dissemination and use or better productive agriculture inputs technologies and practices is one of the key of Ethiopia agriculture enhanced productive. In this regard cooperative institutes have major role in Ethiopia context. 

The people of Ethiopia have got a very long social history of together to fulfill their socio-economic needs. Agriculture trade and other services were carried out through cooperative efforts. Many social events are still taking place in rural Ethiopia through collective effort.

Modern form of cooperatives started in Ethiopia during the ruling era of emperor Haileselassie in 1960 the first legislative called “farm workers cooperatives decree” was declared as decree no. 44 1960. 

During the period (1966-1974), 154 cooperatives were established throughout the country (MOA, 1992).

During the military regime since 1974, the peasant associations were given legality by proclamation no. 71/1975. the cooperative proclamation no. 138/1978 was issued later in order to include other type of cooperatives like housing,  thrift, credit and handicrafts etc  All the efforts made to restructure the cooperative movement based on these proclamations were essentially towards direct control of cooperative and during them into government and political rather than socio-economic development instruments. Since 1991, the development of cooperation in the country has taken significant outturn in positive direction (Status of cooperative in Ethiopia October, 2010).

Currently cooperatives have extended across the entire country and there are 5.7 million members nationwide as of January 2010. It is estimated that above 39% of the total population is directly benefited from the activities and/or service at cooperatives (Status of cooperative in Ethiopia October, 2010).

 Cooperative in Ethiopia are largely economic entities performing economic functions contributing a lot to economic department at the country and will continue to greatly contribute in the future(Federal cooperative agency annual magazine ,2010).

When there is suitable environment to cooperatives, politically, socio-economically to organize and if they are formed voluntarily they act independently in self-help, self-responsibility manner they are able to make great roles in poverty reduction. So the study will attempt to give current information and also assess the role of cooperative on poverty reduction. The result has serve as the decision making process to be based on current situation and also may serve of an input for further resource in cooperative sector (Status of cooperative in Ethiopia October, 2010).
1.2 Statement of the problem

A cooperative is an autonomous association of person united voluntarily to meet their common economic, social and cultural needs and aspirations through a jointly owned and democratically controlled enterprise. The people of Ethiopia have got a very long social history of working together to fulfill their socio-economic needs.

Modern form of cooperative started in Ethiopia during the ruling era at emperor Haileselassie in 1960 (Federal cooperative agency annual magazine, 2010).

Starting from this time in Ethiopia there was a lot of measures taken by leading governments to improve status at cooperatives. Several thousands of cooperatives with individuals’ membership established throughout the country. However, such societies were short lived since they were established in contravention of the universally accepted values and principles (Status of cooperative in Ethiopia, 2010).

Since 1991, the development of cooperatives in the country has taken a significant out turn or a positive direction.

In the history of cooperative movement in Ethiopia the government has taken various measures after 1995. The measures include, organizing and reorganizing different types of agricultural cooperative societies and establishing cooperative promotion bureaus in regions and also federal cooperative agency in federal level. 

Besides these when we see the government policies and strategies in relation to cooperatives role and development we got the following facts.

Ethiopia’s economic growth strategy, for many set forth in 1995 as the agricultural development led industrialization (ADLI) strategy gives significant emphasis on agriculture and rural development as an engine of  pre-poor growth (FIRE, 2005, 2002). This strategy is part and parcel of Ethiopia poverty reduction strategies including the sustainable development and poverty reduction program. (SDPRP) approved in 2002, the 2004 Food Security Strategy (FSS) the 2006 plan for a sustained development to end poverty (PASDEP) (FDRE 2008) and 2010 growth and transformation plan(MOFAD, September 2010,).

In relation to implementing these strategies cooperatives are one of the key actors. Even if such realties there is little empirical study on opportunities and challenges that multi-purpose farmer’s cooperatives may face under the current socio-economic and political environment.

Multi-purpose cooperatives are considered as institutional intervention to increase agricultural production and productivity. Multi-purpose cooperatives play a vital role in providing small holders with access to input (fertilizer, improved seed, pesticide input loan, chemicals, etc). This role necessarily link cooperatives to agricultural extension services provide at Kebele level (grass root).

Even this is also other realties in the ground, there is no adequate research work that could provide substantial findings to draw conclusion regarding the performance of cooperative in the study area.

Therefore this paper is designed to provide information on the challenges opportunities, and the role of cooperatives on poverty reduction. 

1.3 Objective of the study

It is clear that the primary role at cooperatives is serving their members. Besides, they have also a variety of multiple roles in economic, social and governance area.

So, cooperative in general, to play their role effectively and to contribute a lot in improving the livelihood of cooperative members and reducing poverty they should have done much to utilize the opportunities and also made solution for challenges. 

This research paper in general, aims to identify opportunities and challenges of multi-purpose cooperative and their role on poverty in reduction in case of North Western Ethiopia, Awi Zone Dangila district.

Specific Objectives

This study aims; 

· To identify the opportunities that helps the activities of cooperatives in the study area.

· To describe challenges of multi-purpose cooperatives in the study area.

· To assess the role of multi-purpose cooperatives in poverty reduction in selected district.

· Suggesting possible solution to challenges by farmers multi-purpose cooperatives in study area.

     1.4 Research Questions

The following research questions will be raised to find the final results of this research paper. These research questions are the manifestation of the objectives of the research.
1. What are the opportunities that help the activities of cooperatives in the study area?

2. What are the major challenges faced by farmers multi-purpose cooperatives in the study area?

3. What are the roles of multi-purpose cooperative in poverty reduction in the study area?

1.5 Research significance 

The researcher believes that inadequate study in multipurpose cooperative activities in Ethiopia in general and in northern Ethiopia, Awi zone Dangila district in particular might contribute sound strategic alternatives for policy makers for those involved in cooperative institution at different level. 

In adequately investigated problems that don’t enable to take appropriate solution to the challenges in multi-purpose cooperative in the study area. This study will do analysis on opportunities and challenges farmers’ multi-purpose cooperatives particularly in Dangila district and also examine the role of multi- purpose cooperative in poverty reduction in the study area.

So the result may serve as input for further research in the cooperative industry and may stimulate theoretical and empirical interest in the movement. Moreover, it could contribute towards bridging the privilege information gap and there by enhance decision making for actors and policy makers at all level in the area.     
1.6 Scope and limitation of the study



The geographic scope of the study is confined to Awi zone Dangila district in three selected multipurpose cooperatives. In the district (study area) cooperative movement was began early compared to other district in Awi zone.

So besides they face experience in challenges but also data availability makes it preferable to conduct research in that geographical specific area.

It is also limited to address research objective in this thesis due to time, resource and budget constraint.

2. Literature Review

The theoretical discussion part does not help to cover the full large theory of cooperative.  Why cooperatives exist and what role they play in accomplishing economic benefit as well as poverty reduction, and social activities of the societies are the major area the researcher covered. Such issues have been dealt with the conceptual and analytical perspective of institutional theory aimed at eliciting collective efficiency gains of the cooperative enterprise model as a group power.

3. Research Methodology

     3.1 Description of the study area

The study is focused in Northern Ethiopia particularly Amhara region, AwiZone, Dangila district (Woreda). 

The Woreda has 171, 626 population with 918 km2 area. Over 25 thousand people directly engaged in cooperative (Dangila district administration annual report, 2008).

Dangila is situated in Awi zone and it is one of among eight districts in the zone. Dangila Woreda is found 35 km from zonal capital, and 85 km east from regional capital Bahirdar.

The climate is dry with annual average of that ranges, 15oC- 23oC and annual rain fall between1500-1700MM. The study population for the study will be the legally registered rural farmer’s multi-purpose cooperatives at least they have two years period after registration. This enables to obtain adequate data, annual report plan, etc.

One of the reasons for the selection of the study area was it has long experience in cooperative movement compared to other district in zone. Other reasons were the researchers have visited the study area 3 times when he has completed his mission in his government career. The survey would carry out in three multi-purpose cooperatives at the district out of eight.

      3.2 Research designs and data source.
The study is generally aimed at analyzing the opportunities and the possible challenges of multi-purpose cooperatives and their roles in poverty reduction in the study area.

Thus the study target suggests methodological pluralism (in combination of different data collection techniques) to use where both quantitative and qualitative data collection methods will be employed.

The researcher believes that using both qualitative and quantitative techniques to collect and analyze data are helpful to answer the research questions in the study. This is because such methods are useful to find adequate information on the subject matter from different stock holders (individuals, groups, institutions, etc).

In this study both primary and secondary source of data will be employed. The primary data will be gathered through household survey and cooperative members and beneficiary survey. 

Cooperative leaders survey, the internal interviewers and direct observation technique and questioners.

Secondary data’s which include are published and unpublished materials, books journals reports, maps and photographs.

3.3  Sampling Procedures and Sample Size
 There are eight multi-purpose cooperative and one secondary level cooperative (union) in the study area.

To select the individuals and primary cooperatives simple random sampling method will be used. So, among the cooperatives in district three primary multi-purpose cooperatives (Afessa,Gumedri and Zeguda) will be taken for sample survey which constitutes nearly 37% of the multi-purpose cooperatives in the district.

The reason behind the selection for this sample size is that their homogeneous character, a constraint of time and finance. The three cooperative that the researcher select with the above mentioned way will be Afessa, Gumedri and Zeguda primary multi-purpose cooperatives.

These three cooperatives have 8,847 total registered members (2009 district annual report). From the three samples156 questionnaires will be administered. These means 52 respondents from each sample cooperative members are taken from the survey.  

These respondents will be taken using systematic random sampling based n the list of members in 2009. This sample size is assumed to be representative, because the population is homogeneous with regard opportunities gained challenges multi-purpose farmers cooperative may face (Dangila district administration annual report, 2008).

Total of six cooperative leaders that is two respondents from each of three samples will be taken from the list of the executive director of cooperative using simple random sampling. Besides this three from regional cooperative, promotion office, three from Dangila Woreda agriculture and cooperative promotion office, two from multi-purpose secondary level cooperative experts totally eight key informants for interview will be taken. 

3.4 Data collection methods
3.4.1 Primary data
3.4.1.1 Survey questionnaire. 
This aims to investigate information with regard to multi-purpose cooperatives role, in poverty reduction and possible opportunities and challenges in the study area from the point of community, members of cooperatives, government officials, and cooperative leaders.



3.4.1.2  Key Informant Interview (KII)

Collecting information from different stock holders is believed to increase the validity and reliability of the data. Therefore, consultation and interview with different stock holders such as government officials, cooperative leaders, and other organizations indirectly involved in multi-purpose cooperatives i.e. fertilizer importer companies. 
3.4.1.3 Filed Observation
In addition to the data collection using the above techniques, filed visit in the Kebele’s those multi-purpose cooperatives doing their duties i.e. at the time giving credit or distributing fertilizers to their members.

Informal discussion and interview will be conduct with the local communities, village extension agents and government officials.


3.4.2  Secondary data

The primary data collected using different techniques is backed by information from secondary sources. In each stage of the study, reviewing different literatures and documents is the basic means of information gathering. This is done through internet search or journals, books, reports, researches and other published and unpublished source. It is helpful in generating second hand information to support and complement field observation data, questionnaire and key informant interview results. 

Furthermore, the researcher will use documents produced by different organizations that are working on cooperatives.

3.5  Data Analysis

Data will be analyzed using descriptive statistics with the help of graphs, charts, tables and percentages. Frequency tabulation is also used for statistical description non quantifiable information from open ended questions, key informant interview and observation will be analyzed through qualitative description.

Moreover, SPSS programme will be used to process and analyze the collective data.

4. Budget breakdown

1. Stationery and other miscellaneous expenses

	No.
	Item
	Unit
	Qua.
	Unit Cost (Birr)
	Total Cost
	Remark

	1.
	Duplicating paper
	Packet
	3
	80.00
	240.00
	

	2.
	Photo film
	Unit
	1
	25.00
	25.00
	

	3.
	Marker (Permanent)
	Packet
	1
	60.00
	60.00
	

	4.
	Marker (non-permanent)
	Packet
	1
	50.00
	50.00
	

	5.
	Flip chart paper
	Packet
	1
	55.00
	55.00
	

	6.
	Computer paper
	Packet
	1
	68.00
	68.00
	

	7.
	CD. RW
	Unit
	5
	20.00
	100.00
	

	8.
	Writing Pad (Medium)
	Unit
	2
	20.00
	40.00
	

	9.
	Pen
	Unit
	5
	2.50
	12.50
	

	10.
	Pencil
	Unit
	5
	1.00
	5.00
	

	11.
	Flash disc
	Unit
	1
	600.00
	600.00
	

	12.
	Eraser
	Unit
	4
	3.00
	12.00
	

	13.
	Sound recorder with accessories
	Unit
	1
	700.00
	700.00
	

	14.
	Stapler
	Unit
	1
	25.00
	25.00
	

	15.
	Staples
	Unit
	1
	2.50
	2.50
	

	16.
	Sound recorder cassettes
	Unit
	2
	10.00
	20.00
	

	17.
	Bag (ELICO)
	Unit
	1
	800.00
	800.00
	

	18.
	Photo copy of reference
	Pages 
	
	
	1500.00
	

	19.
	
	
	800
	400.00
	400.00
	

	20.
	
	
	
	400.00
	400.00
	

	21.
	
	
	
	350.00
	350.00
	

	22.
	
	Pages 
	4
	12.00
	12.00
	

	23.
	
	Pages 
	800
	400.00
	400.00
	

	24.
	
	Unit 
	5
	50.00
	50.00
	

	25.
	
	Pages 
	120
	360.00
	360.00
	

	Total
	6287.00
	


2. Personnel

	No.
	Particulars

	Members
	Duration 
	paradigm
	Total

	1
	Principal researcher
	1
	15
	160
	2400

	2
	Wage for enumerator  
	6
	10
	70
	4200

	                                                                                    Total
	
	6600


3. Fuels, Lubricants and vehicle maintenance

	No.         
	        Description
	Total cost 



	1
	Fuels                                       
	4,100



	2
	Lubricants                              
	400



	3
	 Vehicle maintenance
	1000



	4
	Car rent                                        
	5000



	
TOTAL
	10,500


4.  Budget summary 

	No.         
	Items
	Sub total

	1
	Stationery and other miscellaneous expenses
	6,287

	2
	Personnel


	6,600

	3
	Fuels, Lubricants and vehicle maintenance
	10,500

	
	Total 
	23,387



Contingency (10%)                                              2338.7


Grand total                                 
 26,125
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