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1. Introduction

Abstract

This study examines coffee production and marketing systems in the Guji and West
Guji zones of southern Oromia, Ethiopia, with a focus on market structure, con-
duct, performance, and associated constraints. Primary data were collected from
245 coffee producers and 20 traders using a multi-stage sampling technique, com-
plemented by key informant interviews and focus group discussions. Descriptive
statistics and the Structure-Conduct—Performance (SCP) framework were em-
ployed for analysis. Results indicate that coffee production is a major livelihood
activity, with an average land allocation of 3.5 hectares and productivity of 8.55
quintals per hectare, exceeding the national average. However, production is dom-
inated by local varieties (95.5%), with limited adoption of improved technologies,
indicating less attention to research and development in improving coffee produc-
tion and productivity through the collection or introduction of improved coffee va-
rieties that can outperform the varieties in the hands of the farmers. The coffee
market is characterized by multiple intermediaries and five dominant marketing
channels, where cooperatives and processors account for the largest share of 65%,
57.4%, and 34.5% of marketed surplus. Market performance analysis reveals that
producers receive a relatively low share (32.9%-44.7%) of the final consumer
price, indicating inefficiencies and unequal margin distribution. Major production
constraints include disease prevalence, limited access to improved varieties, and
weak extension services, while marketing is hindered by low prices, poor infra-
structure, and limited market access. The study underscores the need for techno-
logical, institutional, and market reforms to enhance productivity and improve pro-
ducers’ market participation in the study area.
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Coffee, a widely consumed beverage prepared from roasted seeds, is mainly cultivated in Latin America, Southeast
Asia, and Africa. Although several coffee species exist, two major species are widely cultivated today: Arabica and
Robusta. Arabica coffee is more popular than Robusta [1]. Coffee is both an important source of export revenue for
developing countries and the underlying asset for the largest future markets in soft commodities [2].

In Ethiopia, the coffee sector supports the livelihoods of approximately 16 million people involved in growing,
processing, and marketing coffee, and accounts for 35% of the country’s total exports [3]. Based on its production
potential, Ethiopia was ranked first in Africa and fifth in the world, next to Brazil, Vietnam, Indonesia, Colombia,
and India [4]. Main coffee-producing areas in Ethiopia include Jimma, Limu, Nekemte, Teppi, [luu Abbaa Boor,
Bebeka, Yirgacheffie, Sidamu, and Harar [5].

Oromia is one of the largest regions in Ethiopia and has the largest area coverage of the country. The region is
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known for its high level of coffee production; 489799.36 ha of land were allocated, and 3101927.33 quintals were
produced, with an average yield of 6.33 quintals/ ha in the 2017/18 meher season [6]. Among the top 25 coffee-
producing districts in Ethiopia, 18 are located in Oromia, while the remaining districts are located in SNNP.

Even though Guji and West Guji zones have potential for coffee production and marketing, they are categorized
under SNNP as the so-called Sidamu and Yirgacheffie coffee, where there is no cut-off point for the area’s produc-
tion status and marketing is not well known. Understanding of coffee production and marketing constraints, mar-
keting actors, and margin distribution is important in designing and implementing appropriate technological, policy,
and institutional strategies to improve coffee production, productivity, and marketing of the Zones. Therefore, it is
important to assess the coffee production and marketing of the area to generate information about its status, produc-
tion potential, and challenges of coffee production and marketing, with the objectives of identifying the current
status and potential of coffee production; identifying the marketing structure, conduct, and performance; and iden-
tifying constraints of coffee production and marketing in the study area.

2. Methodology
2.1 Description of the Study Area

The study was conducted in the Guji and West Guji zones of the Oromia Regional State, southern Ethiopia. These
zones are among the country’s coffee-producing areas and are well known for producing high-quality Arabica coffee.
Geographically, the zones are located in the southern part of Ethiopia and are characterized by diverse agro-ecolog-
ical conditions favorable for coffee production. The study specifically focused on four major coffee-producing dis-
tricts: Adola Rede and Odo Shakisso from Guji Zone, and Kercha and Abaya from West Guji Zone. These districts
were purposively selected due to their high coffee production potential, accessibility, and active participation in
coffee marketing.
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Figure 1. Study area map (Source: Own sketch of study area 2024/25).
2.2 Sampling Method and Sample Size

Multi-stage sampling procedures were used to select districts, kebeles, coffee grower farmers, and traders from the
study area. In the first stage, four districts (Adola Rede, Odo Shakisso, Abaya, and Kercha) were purposively se-
lected based on coffee production potential from Guji and West Guji zones. In the second stage, coffee-growing
kebeles and coffee market centers in each district were listed and identified. Once coffee-growing kebeles were
identified, five kebeles from Guji and six Kebeles from West Guji were selected using simple random sampling.
This resulted in a total of eleven coffee-growing kebeles being selected from two zones. Meanwhile, a total of four
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coffee market centers were purposively selected based on coffee supply and market. In the third stage, a total of 245
coffee producer farmers and 20 coffee traders were randomly selected and interviewed. This also resulted in a total
of 265 respondents being interviewed for this study. In addition, coffee producers and processors, experts, and
farmers’ cooperatives also participated in the study through key informant interviews and focus group discussions.

2.3 Method of Data Analysis

Descriptive statistics such as frequencies, percentages, means, and standard deviations were used to examine the
socioeconomic characteristics of sampled coffee producer farmers and coffee production and marketing systems of
the study area. In addition, rankings were used to analyze coffee production and marketing constraints.

2.4 Structure Conduct Performance (S-C-P) Model

This approach was used to examine the fundamental relationships between market structure, conduct, and perfor-
mance. The producers’ share is commonly calculated as the ratio of the producers’ price received to the consumers’
price (retail price). Mathematically, producers’ share can be expressed as:

ps=2=1-"1 (1)
Px pr

Where: PS = Producers’ share; Px = Producers’ price of coffee; Pr = Retail price of coffee, which is the consumer
price; MM = marketing margin.

Total gross marketing margin (TGMM) is related to the final price paid by the end buyer and is expressed as a
percentage [7].

Final consumer price—Farmer price

TGMM =

@

Where: TGMM is Total Gross Marketing Margin, which is useful to introduce here the idea of producer partici-
pation, the farmer’s portion, or the producer’s gross margin (GMM), which is the portion of the price paid by the
end consumer that belongs to the farmer as a producer. The producer’s margin or share in the consumer price
(GMMp) is calculated as:

Final Consumer price

Consumer price—TGMM

GMMp = =1-TGMM 3)

Consumer price
The consumer price share, or portion of the market intermediate, is calculated as

*100 )

Selling price—Buying price

MM =

Consumer price

Where: MM is the marketing margin in percentage
Net marketing margin (NMM) is the percentage over the final price earned by the intermediaries as their net
income after their marketing costs are deducted. Thus, the net marketing margin is calculated as:
GMM-Marketing cost *
Consumer price

NMM =

100 (5)

3. Result and Discussions
3.1 Socioeconomic Characteristics and Resource Ownership of Households

Socioeconomic characteristics of the household include age of household, marital status of household head, educa-
tional background, total family size, male and female family size, and participation in off-farm activities, extension
services, and credit utilization. Around 73.8 percent of the household was male headed and the remaining 26.2
percent were female-headed. The mean age of the household head was approximately 41 years, and most household
heads had received formal education. There were more than 7 family members per household on average, with a
standard deviation of 3.29. The number of male and female family members per household was found to be 4.4 and
2.7, respectively (Table 1, Table 2). Each household possessed livestock with a mean of 2.22 TLU.

From the survey result all most all respondents have gotten married (98.3 %). Concerning extension services,
even if the extension system is poor, 62.4% of respondents replied that they have extension services. However, the
extension service in the area is very poor in demonstrating new technology in relation to coffee (Table 2). The
average coffee farming experience was 14 years (Table 1). This shows that farmers have good experience in coffee
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production, and the majority of coffee farmers during the focus group discussion reported that coffee production
practices were learned from their families and other farmers over time through experience.

Table 1. Summary of continuous variables of sample coffee producer households

Variable Mean Std. Dev.

Age 41 12.15

Family Size 7.14 3.29

Male Family 4.4 2.38
Female Family 2.7 2.48
Adult Mean Equivalent 6.73 3.49
TLU 222 1.72

Total Land 4.27 4.58

Size of Coffee Farm 35 5.86
Coffee Production 8.55 3.39
Coffee production experience 143 9.58
Wet Coffee produced 57.5 13.7
Dried Coffee Produced 17.12 334

Source: Own survey 2024/25

Table 2. Frequency table of categorical variables of coffee producers’ households

Variables Category Frequency Percent
Male 181 73.8
Gender
Female 64 26.2
Single 4 1.7
Marital status
Married 241 98.3
yes 153 62.4
Extension service
no 92 37.6
yes 20 8.2
Credit access
no 225 91.8
Functional 102 41.63
Farmer training center
Non-functional 143 58.37
yes 134 54.9
Off-farm income
no 116 45.1
no educated 48 19.6
1-4 27 11.02
Educational status 5-8 85 34.7
9-12 76 31.02
Diploma and above 9 3.7
yes 232 94.7
labor availability
no 13 5.3

Source: Own survey 2024/25
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Table 3. General characteristics of sampled coffee traders

Actors/Traders Min Max Mean StDev
Age 26 58 442 10.14
Family size 2 11 5.79 2.68
Experience 3 12 6.95 2.84

Source: Own survey 2024/25
3.2 Sources of Coffee Seedlings

As can be seen from Table 4, the sample coffee growers have been getting coffee seedlings from government or-
ganizations/government nurseries, fellow farmers, and from their own sources. The survey results revealed that on
average, about 24.49%, 19.18%, 17.14%, and 16.33% of the sample farmers in the study area accessed coffee seed-
lings from government nurseries (agriculture office), cooperatives, and family-owned and fellow farmers who raised
seedlings, respectively. The results indicate that the contribution of agricultural research and development was low,
highlighting the need for greater efforts to increase coffee production and marketing through improved coffee man-
agement and the dissemination of improved coffee seedlings.

Table 4. Sources of coffee seed/seedling in the study area

Source Frequency Percent
Family own 42 17.14
Government 60 24.49
Agricultural Research Center 6 2.45
Farmers 40 16.33
Cooperative 47 19.18
NGO 10 4.08
Source: Own survey 2024/25
3.3 Coffee Production and Productivity
Table 5. Land allocated, production, and productivity of coffee
variables N Min Max Mean StDev
Size of Coffee Farm 245 .25 43.00 3.5 5.86
Age of Respondent 245 24 87 43.70 12.151
Coffee production/ha 245 2 16 8.55 3.39
Total 245
category Frequency Percent
<§ years 8 33
Production experience 5-10 years 24 13.1
>10 years 213 83.6
) local 234 95.5
Variety
improved 9 4.5
shaded 245 100
Farming practices
open 0 0
Total 245

Source: Own survey 2024/25
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The survey results indicated that all of the sample coffee producer farmers practiced backyard or garden-type
coffee production systems with sole planting of coffee, and others practiced intercropping coffee at an early stage
with annual and perennial crops in the study area. The result of the survey indicates that, on average, 3.5 hectares
of land were allocated to coffee production by coffee farmers in the study area. The result of the survey also indi-
cated that the average productivity of coffee in the study area was 8.55 quintals per hectare, with a minimum and
maximum of 2 and 16 quintals per hectare, respectively (Table 5). As a result, the average coffee yield in the study
area was higher than the national average of 5.78 quintals per hectare [8].

The average land allocation for coffee farming is 3.5 hectares, with a minimum of 0.25 and a maximum of 43
hectares in the zones. The coffee production in the area is 8.55 quintals on average, with a minimum of 2 and 16
quintals per hectare.

3.4 Trend of Area Coverage of Coffee in Guji and West Guji zone

The summary of the findings compiled from both primary data and secondary data indicated that the area coverage
and production status of the coffee area is increasing from year to year.

400000
300000
200000

0

2011 2012 2013 2014 2015 2016

== \West Guji Area Coverage == Guji Area Coverage

Figure 2. Production area coverage of coffee (Source: Own survey result, 2024/25).

3.5 Coffee Marketing

The results of the survey showed that coffee-producing farmers sold their wet coffee produce mainly to primary
cooperatives (38.4%), followed by assemblers/collectors (29.8), whereas producer sold their dried coffee to collec-
tors (31.4), followed by coffee firms (27.3%) (Table 6).

Table 6. Proportion of coffee farmers who sold their coffee to different traders

Market Actors N =245
Wet Dried
Frequency Percent Frequency Percent
Cooperatives 94 38.4 44 18
Collectors 73 29.8 77 314
Processors 51 20.8 57 233
Coffee Firm 27 11 67 27.3

Source: Own survey 2024/25
3.6 Coffee Market Channels

As can be seen in Figure 2, there are collectors, cooperatives, processors, coffee firm suppliers, and wholesaler
suppliers that perform a linking function between producers and exporters. The survey results indicated that five
major marketing channels were identified for coffee in the study area, and the total volume of coffee that would
flow to market by the sampled coffee producer farmers through all channels was estimated to be 6050.07 kg in the
study area. The main receivers of coffee from producers are processors, cooperatives, coffee firms, collectors, and
suppliers, where processors and cooperatives take 34.9 and 28.4 of the total coffee sales conducted by farmers,
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respectively. Coffee firms, suppliers, and collectors followed, accounting for 17.2%, 12.0%, and 7.5% of the coffee
sold by farmers, respectively (Figure 3).

Coffee Producers

' — :
L2 34.9% 28.4%
120 :I l I” Collectors
0
L e

Processors

Coffee Firm Cooperative
l l
\ 4

Suppliers/Exporters

Figure 3. Coffee market channels of the study area (Source: Own survey results, 2024/2).

Channel I: Producers == Suppliers/Exporters (12%)

Channel II: Producers == Coffee Firm=== Suppliers/Exporters (17.2%)

Channel III: Producers == Processors == Suppliers/Exporters (34.9%)

Channel IV: Producers === Collectors === Processors === Suppliers/Exporters (42.4%)
Channel V: Producers == Cooperatives == Suppliers/Exporters (28.4%)

3.7 Coffee Market Performance

Market performance was analyzed by estimating marketing margins while considering the marketing costs incurred
by major market actors during the production and marketing year. The major coffee market participants and gross
marketing margins are presented (Table 7). The coffee processors, cooperatives, and coffee firms are taking the
largest gross margins in all cases, followed by the Suppliers in the study area. The cooperatives and processors
obtain the relatively highest gross marketing margin (65%) and (57.4%) of the exporter price and wholesalers sup-
pliers price in channels 5 and 4, followed by coffee firm suppliers and collectors, which were 34.5 % and 23.7% in
channels 2 and 4, respectively, among coffee traders in the study area (Table 7). The gross margin analysis also
showed that coffee producers received a smaller share of the final price paid by wholesalers’ suppliers than the other
market actors in the study area. The result in Table 9 shows that the producers obtain the lowest market margin
(32.94 % in channel 1) and relatively obtain a high market margin (44.7% in channel 5) in the study area. This
indicates that there should be an improvement in the coffee market chain, which makes the coffee producers benefit
more from the coffee market in the area. This study is in line with [9].

Table 7. Coffee marketing margin for different channels

Actors Profit Analysis Channels
I I I v \%
Production cost 44.57 44.57 44.57 44.57 44.57
Marketing cost 12.75 8.40 0 0 0
Producer Selling price 290 290 300 280 380
Gross profit 232.68 237.03 255.43 235.43 255.43
GMMp (%) 39.04 34,5 34.14 32.94 44.7
Purchasing price 290
Marketing cost 67.4
Coffee Firm Selling price 650
Gross profit 292.6
GMM (%) 345
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Table 7 Continued
Actors Profit Analysis Channels
Purchasing price 300 380
Marketing cost 156.7 102.4
Processors Selling price 830 840
Gross profit 373.3 357,6
GMM (%) 36.1 57.4
Purchasing price 290
Marketing cost 21.7
Collectors Selling price 380
Gross profit 68,3
GMM (%) 23.7
Purchasing price 280
Marketing cost 42.70
Cooperative Selling price 800
Gross profit 477.3
GMM (%) 65
Purchasing price 320 340 350 340 320
Suppliers Marketing cost 234.7 176.5 189.7 156.8 172.4
Selling price 820 840 830 850 850
Gross profit 266 265.3 290.3 353.2 357.6
GMM (%) 60.96 65.5 65.86 42.6 67.06

Source: Own survey 2024/25
3.8 Coffee Market Conduct

Coffee market conduct is analyzed in terms of the traders’ price setting, availability of price information, and buying
and selling strategies.

3.9 Price Setting

The survey results showed that 98.4% of respondents responded that prices are set by coffee buyers. This implies
that the entire producer was a price taker (coffee producer farmers in the area have no influence on the market price
for their produce) (Table 8).

Table 8. Price setting strategies

Buyers set Price Frequency Percent
Neutral 4 1.6
Agree 60 24.5
Strongly agree 181 73.9
Total 245 100

Source: Own survey 2024/25
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3.10 Coffee Production Constraints

Out of those coffee production constraints, about 36.3% of sampled coffee producer farmers reported that coffee
diseases were the major constraint faced by farmers, and it ranked first in the study area. The results of these findings
are in line with the findings of [8], which reported a high incidence of coffee berry disease and a shortage of im-
proved cultivars as major constraints to coffee producers in East Hararghe. Despite the presence of a high incidence
of disease and pests, no one uses pesticides on their coffee farms to control coffee disease and insect pests in the
study area, and this is related to producing organic coffee for the market in the study area.

The result of the survey also shows that low productivity resulted from old varieties and shortage of access to
seeds of improved coffee varieties (22.9%) was identified as the second most important constraint to coffee produc-
tion, followed by inadequate extension service (20.8%) and Lack of improved seed (20%%) in the study area. The
farmers who participated in the focus group discussion and key informants reported that lack of access to high-
yielding and disease-resistant improved coffee varieties was identified as a major factor contributing to low coffee
productivity in the study area. The farmers also noted that limited farmer access to extension services, inadequate
services and support related to the use of improved coffee production technologies, and inadequate coffee research
extension were perceived by coffee farmers as important constraints to coffee production (Table 9). The findings of
this study are in line with the findings that revealed that weak linkage between research, extension services, and
producers is a major problem for coffee farmers in Ethiopia.

Table 9. Major constraints of coffee production in the study area

Constraints N =245
Frequency % Rank
Input 49 20 3
Disease 89 36.3 1
Limited Extension service 51 20.8 4
Low Productivity 56 22.9 2

Source: Own survey 2024/25

Other coffee production constraints such as traditional cultural practices of coffee production, low capacity of
government organizations/ institutions in providing quality services and support for coffee actors, promotion of
improved coffee management practices, farmers growing coffee intercropped with other food crops, harvest and
post-harvest handling problems, mixing high-quality coffee with low quality and weak regulatory and control sys-
tems on coffee harvesting, storing, transporting, and processing activities were reported by the farmers as major
problems to the coffee sector in the area.

3.11 Coffee Market Constraints

The major marketing constraints raised by farmers and traders of the study area were low coffee prices, limited
market access, and poor infrastructure causes lack of transparency in the coffee market; problems in market infor-
mation flow (lack of timely market information flow), absence of price premium for quality, transportation problems,
coffee price fluctuation, and illegal traders hindering fair prices were the main market constraints to producers in
the study area (Table 10). The survey results indicated that the low price of coffee (51.1%), poor infrastructure
(26.5), and limited market access (22.4%) were major market constraints encountered by coffee producers in the
study area, and they ranked first, second, and third, respectively.

The survey results indicated that the majority of the farmers pointed out transportation as a key factor that is
adversely influencing the marketing of coffee due to the absence of roads and lack of access for vehicles to producers
in the study area.
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Table 10. Major constraints of coffee marketing in the study area

Constraints N =245
Frequency Percent Rank
Low price 125 51.1 1
Limited Market Access 55 224 3
Poor Infrastructure 65 26.5 2

Source: Own survey 2024/25
3.12 Conclusions and Recommendations

The study examined coffee production and marketing systems in major coffee-producing districts of Guji and West
Guji zones. The findings reveal that coffee farming is a dominant livelihood activity, with an average land allocation
of 3.5 hectares and productivity of 8.55 quintals per hectare, which is higher than the national average. Despite this
potential, production is largely dependent on local coffee varieties, with limited adoption of improved and disease-
resistant cultivars. The coffee market system is characterized by multiple actors and five major marketing channels,
where cooperatives and processors play a significant role in absorbing market supply. However, the market structure
is unfavorable to producers, as they receive a relatively small share of the final consumer price, indicating ineffi-
ciencies in the marketing system. The dominance of buyers in price setting further confirms that producers are price
takers. Coffee production is constrained primarily by disease incidence, lack of improved varieties, and weak ex-
tension services, while marketing constraints include low prices, poor infrastructure, and limited market access.
These challenges collectively reduce productivity, limit market participation, and weaken the bargaining power of
producers. Based on the findings of the study, the following recommendations are proposed.

Promote Improved Coffee Technologies: Introduce and scale up high-yielding, disease-resistant coffee varie-
ties through strengthened seed systems and nursery development.

Strengthen Extension and Research Linkage: Improve the effectiveness of extension services by enhancing
the linkage between research institutions, extension agents, and farmers, with a focus on practical training in disease
management and agronomic practices.

Enhance Market Efficiency: Improve market transparency by strengthening market information systems and
reducing the dominance of intermediaries in price setting.

Improve Rural Infrastructure: Invest in road networks and transportation facilities to reduce transaction costs
and improve market access for producers.

Strengthen Farmer Cooperatives: Enhance the capacity of cooperatives to increase farmers’ bargaining power
and enable them to capture a larger share of the final market price.

Develop Quality-Based Pricing Systems: Introduce premium pricing mechanisms for quality coffee to incen-
tivize better production and post-harvest handling practices.

Policy Support and Institutional Strengthening: Government and development partners should prioritize cof-
fee sector interventions focusing on input access, market integration, and institutional coordination in the study area.
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