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1. Introduction

Coffee is one of the perennial crops in which the government established smallholder crop
authoritiesi quasi commercial parastatals with responsibility over promotion of smallholder
production of commercial crops. History shows that coffee is one of the earliest export crops
to be grown by European planters, with the first plant brought in 1878 (Mulwafu, 2004). The
participation of smallholder farmers in coffee production dates bathetaolonial period in

the early 1920s. Mulwafu (2004) notes both Africans and a few European settlers hard started
growing coffeeby 1926 but major interests in coffee among the smallholder farmers
flourished in the 1950s in which smallholder farmershim Misuku Hills were supplied with
coffee seedlings by the governmenhis led to the establishment of the smallholder coffee
association in Misuku to coordinate the development of smallholder g#terand laterin

1957 the Misuku Coffee GrowersCooperative Societywas established to take charge of
buying coffee from smallholder farmers and selling it to interested btiyers.

Coffee in Malawi is grown in Chitipa, Rumphi, Mzimba and NkH&y in northern region;

Dedza and Ntchisi in central region afdmba, Thyolo and Mulanje in southern region. The
coffee sector is organized under the Coffee Association of Malawi (CAML) consisting of the
estate sector and smallholder secldrere are a few largecale commercial growerghere

coffee is cultivated orstate land and the smallholder sector where coffee is cultivated on
customary landThecoffee in the Northern and Central regions of Malawi is mainly grown by
smallholder farmers while in Southern Malawi coffee is grown by commercial faroners
estategMulwafu, 2004) Relative to the main export crops such as tobacco, sugar and tea, the
coffee sector is small. Tobacco, sugar and tea in total account for more than 75 percent of
export earnings while coffee only accounts for nearly 2 percent, althoughhevgears its

share of export earnings has increased. The contribution of the coffee sector to foreign
exchange earnings has not been consistent. In the early 1980s, coffee only accounted for 0.7
percent of export earnings, but the share increased t@e3cent in the late 1980s but
declined to 2.7 percent in the late 19808l down to 0.8 percent between 2000 and 200é.
maximum production level of coffee in Malawi is 8,160 tonnes registered in 1992, but it has
consistently fallen to 1,500 tonnes b§0%. However, smallholder farmers have increased
their production share from 2.6 percent in 1999 to 15.7 percent in 2005. In fact, in terms of
volume of production, smallholder coffee production has been increasing at an average rate of
23.4 percent per anm.

The smallholder coffee sector, like the smallholder sugar and tea sectors have undergone
reforms under the privatisation process in Malawi. The main objective of the reforms in the
staterun crop authorities was to improving the performance of thallsoider sectoii in

terms of the expansion of the sector and the livelihoods of smallholder farmers. Nonetheless,
the nature of reforms has varied and have resulted in different successes outcomes. Earlier
studies in thesmallholdertea and sugasectorgevealed that although the sectors experienced
similar problems of parastatals management, the institutional changes that have taken place
have yielded different results. For the tea industry, the reform agenda implemented by the
Privatisation Commissiohas been resisted by smallholder farmers, with farmers opting for
collaboration with commercial estate farmers for production and marketing services (Chirwa
andKydd, 2005). This resistance has resulted in the collapse of the smallholder tea processing
facory. On the other hand, although reforms were successfully implemented by the

* Mulwafu (2004) provides a detailed historical analysis of smallholder coffee development in the
Misuku Hills in Chitipa district.



Privatisation Commission in the sugar sector, Chirwa et algj2@td that the reforms have
not benefited the smallholder farmers in terms of improving their livelihoods.

Thesmallholder coffee sector is another sector that has undergone reforms under the auspices
of the Privatisation Commissioithere is anecdotal evidence that reforms in the smallholder
coffee sector have empowered smallholder farmers to run their owrs a&if@irhave therefore
generated commercial orientation of farmers. The objective of the study in the smallholder
coffee sector i$o understand the nature of institutional and organisational changes that have
taken place in the sector and the impact oféhgsanges on the livelihoods of smallholder
farmers. Using the case studies in tea (Chirwa and Kydd, 2005) and sugar (Chirwa et al,
2000), the study of the coffee sector enables a comparative aneljgil could generate
lessons on reforms that are fmoallholder farmer development.

The study is organised as follows. The next section will briefly outline the methodology used
in the study of the smallholder coffee sector. Section 3 presents an overview of the reforms in
the smallholder coffee sector. Seat 4 analyses the characteristics of the coffee sector and
the performance of the smallholder coffee sector. Section 5 presents a comparative analysis of
the nature of reforms in the coffee, tea and sugar smallholder sectors. Section 6 presents
lessons omow to successfully integrate smallholder farmers in high value cash crops.

2. Methodology

The study uses both qualitative and quantitative research methods. The quantitative research
method involved interviewing smallholder coffee farmers through atgumaire. Since

reforms involve processes and institutional changes, the quantitative approach is
complemented with the qualitative approach which involved focus group discussions with
small hol der coffee grower s, Kiveynembars addfarmex nt s 6
associations, technical field officers and managers of the cooperative union.

The smallholder sector is concentrated in the northern region in the districts of Chitipa,
Rumphi, Mzimba and NkhatBay. The sector has about 3,200 sha@tler farmers, most in
Misuku Hills of Chitipa. The farmers are organised unflee geographically distinct
cooperativesMisuku Cooperative, Phoka Cooperative, Viphya North Cooperative, Mzimba
South East Cooperative anblkhataBay Cooperative. The Phokand NkhateBay
Cooperatives were purposively selected for the siudyith Phoka being more successful
while NkhataBay as mainly a new expansion arééth respect tdhe quantitative survey, a
sample of 100 smallholder farmers randomly selected fromethister of farmers (based on
interval sampling) from each cooperative. This resulted in a total sample of 200 smallholder
coffee farmerswith 98 farmers from Phoka Cooperative and 102 farmers from NHaata
Cooperative With respect to qualitative remech, four focus group interviews were
conducted, two in each cooperative (one with women farmers and the other with male
farmers). The participants to focus group discussions included mostly farmers that have had
the experience of selling coffee at le&st one season and those farmers that have been
through the reform procesXey informant interviews were also held with leaders of farmer
clubs known as business centres, the marketing association known as the business zone, the
local cooperatives andelofficials of the Union of Cooperatives.

® This criterion was impdant in order to understand the whole farming system in coffee and the
process of reforms and how the reforms have affected the various categories of smallholder farmers.



3. Overview of the Smallholder Coffee Sector and the Reform Process
3.1  Smallholder Sector under Smallholder Coffee Authority

Farmer organisations in the coffee sector in Malawi have been in existence before
Independence in 1964After Independence, the government created special crop authorities
as quascommercial parastatals responsible for the development of the smallholder sector in
cash crops that were mainly cultivated Byropeans or foreign investors estates. These

crop authorities were created in tobacco, tea, sugar and cdffetne colonial period
smallholder coffee farmers were organized around cooperativethe first being the
Ntchenachena Coffee Growers Cooperative Society in Rurnygated m 1950 and the
Misuku Coffee Growers Cooperative Society in Chit{paulwafu, 2004) According to key
informants, &er Independence theooperatives established during the colonial era were
dissolved The Agricultural Development and Marketing CorporatfiMARC) took over

the activities of cooperatives The smallholder coffeesector was organized under the
Smallholder Coffee Authority (SCA)n 1971 The SCA was under the Ministry of
Agriculture and provided extensionservices, input loansand marketing ervices to
smallholder farmers in northeMalawi. SCA provided initial processing factories in different
zones and owned a processing plant in Mzuzu.

The performance of the SCA was poor throughout the 1970s188@s. For example,
between 1979 and 198Brofits were only registered in 1985 and &3 spite the fact that
revenues from coffee sales were increasing during the p@t®@, 1988) The performance

of the SCA was similar to the performance of the Smallholder Tea Authority (STA). The
problems of overstaffing, conflicts of commercial and social objectives, gross
mismanagement of parastatals that were also evident BiTthéLawson and Kaluwa, 1996)
also prevailed in the SCAWith structural adjustment programs, there was less support
towards subsiizing commercial parastatals. As a result many accumulated debts which they
could not servicebut which were guaranteed by the governmebhe SCA accumulated
debts mounting to MK4nillion by 1999. According to the New Agriculturist (200 under

the S\ growers were paid between R@BO percent of the sale price, while SCA retained 70

i 80 percent to cover overheadsterviews with farmers and key informants in the study
reveal that many farmers did not find coffee farming profitable and had abandoifiee
farming to the extent of uprooting the coffee trédslwafu (2004) argues that thenesvery

little profit incentives for growing coffee in Misuku Hills, but farmers grew it because it was
the crop that grew well in the area.

3.2 The Reform Process and Organisational Arrangements

The reforms in the parastatals sector occurred within the context of structural adjustment
programs under the policy of commercialisation and privatisation of@tated enterprises.
Although the restructuring and comroilisation of stat@wned enterprises started in the

late 1980sa systematic programme of privatization wast launcheduntil 1996 following

the publication of the National Privatization Policy in 1995 and the Public Enterprises
(Privatization) Act 0fL996. This led to the development dDavestitureSequence Plawhich

was approved by the Government in 1997. The SCA was ther@tBrprise in the Divestiture

Plan and reforms started in 1998. The SCA continued to operate as a loss making enterprises,

® See Mulwafu (2004) for a historical account of the development of the smallhaiffee c
associations in the northern region of Malawi.



it was failing to pay farmers and as a result many farmers abandoned coffee fémrhBj’,

the Ministry of Agriculture assigned an officer, who is the current Chief Executive Officer of
Mzuzu Coffee, to implement the reform in the coffee settor.19%B, the Government
through the Privatisation Commission contracted a consultant to consult with smallholder
farmers on how to reorganise the smallholder semdr whether they could manage to run

the affairs on their ownThere were two options available the farmers to reorganize
themselves as cooperatives or have a transitional arrangement in form of a Trust. Farmers
opted for a Trust as a transitional arrangement with the ultimate objective of transforming to a
cooperative.This led to the creationfdhe Smallholder Coffe&armersTrust (SGT) that

took over the activities of SCA. In contrast to the Trust arrangements in Smallholder Sugar
Authority (SSA) and STA, all the Trustees in theFSGvere member farmefslt is evident

in the case of the snilablder coffee sector that reforms empowered the smallholder farmers

to manage their own business. One of the issues that led to unsuccessful reforms in the
smallholder tea semt was the fact that smallholder farmers rejected the idea of being
controlledby a board dominated lpeople who had very little interest in tea production.

The Smallholder Coffed=armersTrust, as aransitionalarrangement has operated between
1999 and 2006vith the objective of building the capacity of smallholder farmers, akximhg

coffee development and initiating a crop diversification progr@muring this transitional
arrangement several reforms have taken plaaost, farmers held shares in the Trasid
farmers themselves have been making decisions on the future atiredtithe business
Second,with the assistance from the European Union under STABEXIIholder farmers
embarked on g@rogramme of coffee replanting. The coffee output initially remained low
because farmers were replantinigh late maturing varietiesiffe years). Many farmers were

not in favour of such varieties, and coupled with low coffee prites ledsometo abandon
coffee farming. The Trust introduced a new varietsgtirGor, which takes three yeais start
bearing coffee fruitsThird, smallhotler coffee farmers organized themselves into business
centres (similar to a farmer clubjth 10 to 30 peoplewith abusiness zone and association at
Extension Planning Area (EPA) levelhe coffee associations also run a fariased
Savings and Credit hdon under the microfinance programtroduced in 2003The coffee
associations were advised by the SCHT addition, the SCFT provided transportation of
coffee from the associations to the factory, processing serandsmarketingdf coffee to
internatonal and local buyers and bulk procurement of inputs, al @st of 30 percent of
sales proceedsThe business zones provide extension services to the farmers through
volunteer farmers known as contact farmers who have undergone training in coffeg farm
Business zones provide marketing and processing services including input procurement for
farmers.Each business zone has a factory (pulperies) for primary processing of cherries. In
locations where motorized pulperies are not provided, hand pul@esessed by farmers.

The association provides extension services through building the capacity of contact farmers,
provides input loansandtrains farmers in business management and farm management. At
each association there is a Technical Advisbp provides business training araktension
services

" The officer had just returned from training on cooperatives in Japan and initially refused stating that

he &édcoul dnot revive a dead thingo, but prepar e
Ministry of Agriculture sold the idea to the EU who liked it on condition that the person who wrote the
concept note had to implement the reforms.

® In contrast SSA and STA the membership to the Trust are dominated by outsiders, with only two
farmers repremnted out of seven trustees (Chirwa and Kydd, 2005; Chirwa et al., 2006).



Fourth, substantial labour restructuring has taken pxé¢hata staffing level of more than

150 staffin the SCA fellto 16 staff members the Trust,although staff levels have since
increased to 6§n 2007). The operations of the factory have become more effidtiti, the
organisation restructuring of SCA entailed extensive training of smallholder farmers,
including reorienting them to business management of coffee farming, the operations of a
cooperative and training in farm management including nursery management. Finally, the
Board and Management ensured high standards of corporate management and transparency to
the general membership. This instituted confidence among the farmers on thes.réform
instance, the discussion of the prices at which the association or cooperatives buy coffee from
farmers start at the business zone level to the cooperative and the Union, with growers being
represented at the final decision reached at the Unioh leve

In April 2007, the SCFT which had lower level structures of associations, business zones and
business centre was transformed into a cooperative following a consultative process between
the Government and coffee growers. The SCFT registered as Mzuzee (@fanters
Cooperative Union (MZECU) with geographic associations under the SCFT registering as
cooperatives. This development implies tN&#CPCU is an apex organisation of 5 primary
Coffee Cooperatives of Misuku, Phoka, Viphya North, South East Mzanda\khateBay
Highlands. The business zones and business centres were maintained as lower structures of
the primary cooperativesUnder the cooperative framework smallholder farmers own
cooperatives through purchasé shares currently sold at MKQOO pe share.With this
transformation, the primary cooperatives are responsible for employment and payment of
cooperative staff. The operational costs are
at 30 percent of which 20 percent goes to the coopematidd.0 percent to the Union.

3.3 Impact of Reforms in Smallholder Coffee

The reforms in the smallholder coffee sectovehbeen presmallholder farmer through the
consultation processes that took on board the views of the farmers. According to MZCPCU
(2007) the transitional period under the SCFT has witnessed remarkable progress due to
6farmersd commitment, financi al support frol
for the industryandpr udent governance and management
The reform program has generally had positive impact on smallholder growers and the
smallholder coffee sectoFirst, he SCFT has been able to repay the MK40 million debt that

it inherited from the SCA in 1999. The farrmmanaged SCFT therefore turned ankrupt

SCA into a viable farmer organisation that is growiSgcond, sallholder farmers have

become more organized and more commercially oriented through capacity building training

and the leadership of transparent management of the Bmstilholder offee farmershave
alsodiversified into other commercial activities such as-beeping and selioney.

Third, the production of coffee by the smallholder farmers has increased from 95 metric
tonnes of green beans in 1999 to 235 tonnes in 2006, witkcpojs of 846 tonnes by 2011.

The target for 2020 is 3,713 tonnes of green beans (MZCPCU, 208@&).share of
smallholder coffee in coffeproductionhas increased from 2 percent to 15 percent in 2006.
Smallholder coffee traded as Mzuzu Coffee has gamtedchational and local recognition as a
brand.Figure 1 shows the growth rates in total coffee and smallholder production. On average
smallholder coffee production has been increasing at 23.4 percent per annum compared to a
decline of 9.6 percent per aimun estate production. During the transitional period of the
SCFT, the peak growth rates in smallholder coffee production occurred in 2002 and 2005.
The drop in smallholder production in 2001 and 2@ be attributed to poor weather



conditions experiered in the country andgood weatheanlso explains the very high growth
rates in years immediately following these bad years.



Figure 1 Growth Rates in the Production of Coffee, 20002006

100.0
= Smallholder Production

80.0 A —— National Production

60.0 T
40.0

20.0 A

0.0

Annual Growth Rate (%)

-20.0 T

-40.0 A

-60.0 -

Year

Source:FAOSTAT database (2007) anda@PCU(2007).

Fifth, farmer®returns from coffee have substantially increased froni 30 percent of the

price to 70 percent of the priosith the SCFT only retaining 30 percent for services rendered

to the associationsn focus group discussions andykinformants interviewsfarmers talk
positively about the progress that they have made during the reform period compared to how
the situation was under the SCBome coffee lots have achieved a price premium up to 47
percentandit is reported thain 2004 growers received MK120 per kilogram for their coffee
(MZCPCU, 2007)In the 2007 season, smallholder farmers are paid MK32 per kilogram for
cherries.The price of parchment increased from MK45 per kilogram in 2002K&60 in

2006 and MK165 in 2007.hefarmers get a rebate should their coffee fetch a higher price.

Figure 2 Trends in Producer Price of Coffee
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Sixth, offee farm management has improved substantially from smallholder farms tleat we
poorly managed with unplanted patches to well managed coffee dilledosupport by a
replanting progranfFigure 3) The number of coffee trees planteer yearincreased from

255 000 in 1999 to 1.4 million trees in 2006is has been possible dueltetter access to
extension services at local level through developing capacity of contact farmers at the
business centre level.

Figure 3 Smallholder CoffeeFarms under Different Management System

Source:MZCPCU (2007)

Seventh, irough the cre#@n of the Savings and Credit Union, which currently has a capital
base of MK58 million comprising 40 percent member contribution through equity and
savings and 60 percent capital grant from the EU, the SCFT has eased the credit constraints
experienced Y smallholder coffee farmer&mallholder coffee farmers have access to input
loans at business zone level. The business zones through the Savings and Credit Union
provides voluntary savings facilities to members that are available on demand.

4. Organisation and Characteristics of Smallholder Coffee Farmers
4.1  Organisation of Coffee Farmers

Smallholder coffee growers are organised into a fourhierarchicalorganisational structure
comprisingbusiness centre, business zones, primary cooperative raod. he first and
lowest level is thdusiness centrat village levelcomprising10 to 30 farmer3he business
centreshave committees andre responsible for farm management and extension services
through contact farmerdén some cases, the businesatoes have special groups responsible

for nurseries, bekeeping and macadamia nu@ontact farmers are volunteer smallholder
coffee farmers trained to provide extension services to fellow farmers at the village level.
Smallholder growers become membefrshe business centre through annual subscrigéen

of MK250 (MK50 for the business centre, MK50 for the zone and MK150 for the
cooperative)deducted from coffee salesd each business centre haddws governing its
operationsThe registration, membghip fees and penalties vary from one business centre to
another. Membersire also required to have a minimum of 1 50@ 000 coffee trees,
although this requirement is waived for small farmers provided they pay the membership fees.
The business centredso generate revenues through fines and penalties on members that
break the bylaws and those that do not attend meetifigge business centres also encourage



farmers to help each other in the management of coffee plembers of the business
centres hee the responsibility of monitoring the coffee fields of fellow memi®osne of the
business centres have coffee plots that they cultivate to generate additional income for the
centre.

The second level is tHeusiness zonelhiscomprises business cerdratsectional or pulpery

level andis more of a marketing structure at sectional level with a pulfyeitial processing
factory) Thezonesareresponsible for the purchase and processiraefries into parchment
coffee, transportation of coffee toettunion, making arrangements with the cooperative on
the procurement of inputs, making payments to farmers andustedian of the pulpery
equipment.The management committee is responsible for the day to day operations of the
business zone. In some zon#were are subommittees responsible for quality contra

some cases, the zones have permanent staff, but in most cases the zones employ temporary
staff. The committee is responsible for grading of cofféeme zones also have communal
coffee plots fo generating revenue$¥he other source of revenue for the zone is the levy on
processing of coffee set at MK2 per every kilogram sold.

The third level ishie cooperativemade up of business zones at extension planning area level.
The cooperative is ovad by smallholder farmers through issue of unlimited shares. Each
share costs MK1 000 and farmers are encouraged to buy not less than MK1 000 shares per
annum. The cooperative has a Board of Directors, an Executive Committee dindedtaff
members. Bard of Directors and Executive Committee members are elected among the
smallholder coffee growers membership of the cooperdfive.most significant development

at this level ighat the primary cooperatives are financially independent with its owrdBba
Directors (Figure 4). The cooperative employgermanent members of staff including the
Cooperative Advisor (Technical Advisor)/ Cooperative Development Manager, Cooperative
Accountant, Cooperative Extension and Training Associate, Credit and Storeta@ssi
Housekeeper and a watchman. The empksy®f the cooperative are directly paid from
revenues of the cooperativEhe cooperative also manages the microfinance program through
the farmesbased Savings and Credit Union. The cooperative is also @bfofor training

the contact farmers at business centre level.

Figure 4 Typical Organisational Structure of the Coffee Cooperative
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The final level is the Union that comprises five primary cooperatives. TienWas a Board

of Directors drawn from smallholder coffee farmers. Below the Board of Directors is the
Chief Executive Officer and management team. The Union aims at promoting sustainable
production, processing and marketing of high quality Asal@ioffeeand other food products
through farmewowned, controlled and managed sustainable business organisations
(MZCPCU, 2007). The Union is responsible for processing of the parchment at its hulling
plant in Mzuzult ensures quality through checks on moistpeechment classification, roast
assessment and cup tasting. The hulling plant polishes and grades the beassrinigl®f

the beans is carrieaut manually by experienced seasonal workers. The Union also provides
marketing services for the processedf@®fto national and international buyeffie Union
procures farm inputs on behalf of cooperatives and transport inputs to cooperatives at no
additional costs. The cost of its activities to cooperatives is financed from the management
fees that growers payut of the proceeds.

The farmer organisations have played a critical role in the transformation of the smallholder
coffee sector in Malawi. Over the past 7 years the sector that nearly collapsed has been
revived. With the help of external assistance,|Broller coffee farmers have embarked on a
program of replanting with new early maturing varietieBhe assessment of the farmers on

the contribution of the farmer organisation is generally positive and the case of coffee has
demonstrated that with propeguidance and capacity building farmers can run their
organisations in a sustainable manner with greater impact on their livelihoods. Table 1
presents the analysis of strength, weaknesses, opportunities and dhnesisus layers of

the farmer organisains based on discussions with the farmers.

The major strengthof the union has been its ability to operate with limited resources,
particularly transport facilities. Farmers also believe that the achievements that have been
made in reviving the smallhadd coffee sector are partly due to the dedicated management

team at the union level which has encouraged and guided farmers in the reform process.
However, one weakness is in the pricing decisiamd questios abouttransparency in the

setting ofprices® Most farmers feel that the price of coffee is still low and the farmers do not

have influence on the final price of coffdearmers view the marketability die 6 Mz u z u

cof fee6 brand as the most significademandpport
for OMzuzu coffeed s ur paawivrelevel that may sffeq poffeg . Ma |
production are poor coffee prices, high input prices and the imposition of the minimum
required number of coffee trees for smallholder fasrerqualify for membership to the

farmer organisation.

With respect to primary <cooperatives, the f
problems and engaging farmers in the decision making processes as the major strength.
Similar to the union level, the isswf pricing was cited as one of the weaknesses of the
cooperative in the sense that the cooperative has little influence over prices. The human
resource capacity of the cooperative is a major weakmégsprimary associations have one
technical advisorach operating highly resource constrained environments. With the increase

in the number of farmers, it is difficult to provide extension services in a timely manner.
Although, the technical advisor trains volunteer contact farmers, there is still netge for
technical advisor to visit farmers. The cooperatives are also constrained in terms of transport

° Key informants interviews revealed that information on prices is provided to farmers only that most
farmers do not lead or understand the information leaflets which are preseBteglish.
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facilities. The technical advisors are using their own transport facilities to visit farmers. In
spite of these weaknesses, there is high poteiatigiarmers to expand coffee production
provided the inputs are available. However, tmpredictabilityof increases in input prices

pose a major threat to smallholder coffee expanstasults from the survey ofrallholder
farmers pointed to a number of probkemhat their cooperatives experienpeoblems which
corroboratehe SWOT analysifrom the focus group discussianBhe survey of smallholder
farmers ranked financial constraints as the main problem for the cooperative (73.5 percent of
farmers), followedby ineffectiveness in obtaining better prices (48 percent) and human
capacity constraints (41 percent).

Table 1 SWOT Analysis of Smallholder Coffee Organisations

Organisational Strengths Weaknesses Opportunities Threats
Level
MZCPCU - Ability to - Lack of - Mzuzu - Poor prices
operate using transparency coffee - High input
limited on pricing marketable prices
resourcesuch - Lack of asabrand - Minimum tree
astransport involvement requirement
facilities of farmers
- Dedicated on price
management decision
team
Primary - Responded - Not - Potential to - Unpredictable
Cooperatives quickly to effective in produce input price
farmers influencing more coffee  hike
problem price as long as
- Engage adjustment inputsare
farmers in - Shortage of  available
decision extension
making staff
Business Zones - Transparent - Limited and - Increased - Input loans
- Accountable old pulperis  number of default
- Do not cheat - Poor coffee - Frequent
on quality and  attendance farmers machine
volume of farmers in breakdowns
factory
activities
Business - Involve - Limited - More - Failure of
Centres individual influenceon farmers are some farmers
farmers in price planting in repayirg
decision changs extra trees input
making - Do not - Increased creditors
enforce fines number of
and coffee
penalties farmers

Source:Field Notes Smallholder Coffeé-armersSurvey2007
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At business zone level, the most frequently cited strength is the transparency and
accountability of membersnithe operations. Most farmers hailed the transparency in
markeing of coffee with no incidents of cheating over prices and quality. The marketing of
coffee is handled by farmers themselves through a member committee, and this eliminates
rent seeking by workers. The major weaknesses include the dilapidation of tessong
facilities i pulperies and the poor attendance of farmers to participate in factory activities.
There have been limited new investments in pulperies, and the capacity of the existing
pulperies is being stretched due to the increase in coffee pimuuesulting in frequent
breakdown of machine¥he assessment of business centres is similar to that of the business
zone. Lack of enforcement of fines and penalties for farmers that break the rules is viewed as
a major weakness in ensuring cohesiverw@sthe farmer organisation at grassroots level.
Farmers view the increase in number of farmers and increase in the number of coffee trees as
the main opportunities for sustaining the business centres.

4.2 Characteristics of Coffee Farmers

The union catgorizes the smallholder coffee farmers in terms of number of coffee trees
following a comprehensive census of smallholder coffee farmers undertaken in 2005. There
are four categoriesmicro-scale,smallscale, mediunscale and largscale farmersMicro-

sale farmers have less than 2 222 coffee trees and account for 92 percent of smallholder
coffee farmersSmall scale farmerbave 2 222 5 555 coffee trees, mediustale farmers

have 5 556 11 110 trees and largeeale farmers have 11 11127 775 treegMZCPCU,

2007) Commercial farmers have more tha7 775 coffee treed he survey of smallholder
farmers interviewedound that 53 percent aampledsmallholder farmers have less than 2

222 trees, 35.5 percent smatlale coffee farmers, 10 percent are im@dscale farmers while

only 1.5 percent are large scale farmditse farmers group themselves into three categories
based on socieconomic characteristicthe well to do (rich), the a bit well to do (average)

and the poo(Table 2) The poor tend to havsmall parcels of land on which they mainly
grow food crops. The poor are also unable to produce food to meet their subsistence needs
and therefore resort to éganyud | abour for
contrastbetween poor andon-poor groups i$ a r medfordaldlity with respect to input$n

contrast to the other groups, a majomtiythe poorcannot afford to buy fertilizers at the
current subsidized pricehe wellto-do farmers tend to have many plots and grow a diverse
range of cropg mainly cash crops and can afford subsidized and unsubsidized fertilizers.
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Table 2 Socioeconomic Groups of Smallholder Farmers

Well-being Group Main Characteristics

The Well to Do e Have many fields where they grow nyaand diverse crops

e Able to buy fertilizers, both subsidized and unsubsidized

e Eat as many times as they wish per dagan afford three meals p
day
Able to send children to school
Some have cars and picip
Dress well and wear expensive clothes
Employot her s for O6Gganyub

The a bit Well to jfHave two to three medium size gardens and grow various crog
Do lessthat he -tb-dve b |
Ea twice per dayand their food lasts 8 to 9 months.
Manage to send their children to school up to Form 4
Able to buy afew bags of fertilizer (both unsubsidized a
subsidized)
Work on their owri are unable to employ others
Wear c¢cl ean cl othelsamdd many ¢
Own bicycles but usually carry their coffee to the zone on head

The Poor .Have mostly onesmall piece d land on which they grow food crog
T maize cassava and vegetables
Have no means of transpdrho bicycle and no car.
Eat once in day, but sometimes can go entire day without eating
Few manage to buy subsidized fertilizer
Unable to send their childrea school
Engage in@any labour and depend on the wadtdo to employ
them
.Do not dress well

Source:Field Notes Smallholder Coffee Farme&urvey2007

In terms of the other socieconomic characteristics of the households in the smallholder
farmer® communi ti es, the survey revealed 85.5
males,35.5 percent of the household heads completed primary education and beyond and 96.5
percent take farming as their main occupatidhe average number of years of schogli

among the smallholder farmers is 6 years, which is equivalent to completing standard 6. On
average household heads are 49 yelarsvith a minimum age of 22 years and maximum age

of 85 yearslin contrast, there are more female headed households im#tibader tea sector

(36.8 percentand sugar sector (26 perceht)t fewer heads that completed primary school

and aboven tea secto(33.3 percent) and sugar sector (29 percent) (Chirwa and Kydd, 2005;
Chirwa et al., 2006).

The main major source ofégome among smallholder coffee farmers is crop sales, with 86.5
percent ofsampledfarmers deriving their livelihood from crop sales. The second major
source is livestock sales (29 percent) followed by small business enterprise (17 p€heent).

mean incomdevel of smallholder farming households from all sources of income is MK73
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