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1. Overview
Political Background
Ethiopia
is
possibly
the
oldest
independent country in the world, with
the first signs of a monarchic society in
the first century BC. Apart from a short
period of Italian occupation (1936-1941)
it did not fall under colonial control. In
1974, a socialist state was established by
a military junta, but it was overthrown by
rebel forces in 1991. In 1994, a new
constitution was established and first
multiparty elections were held in 1995
(CIA n.d.).
One of the most severe recent incidents
influencing the political situation in
Ethiopia was the drought in 2015/16. Net
cereal production decreased by 10-20%,

which severely increased food insecurity.
The famine was one reason for increased
discontent
within
the
population,
culminating
in
anti-governmental
protests beginning in 2015. These led to
the resignation of the Prime Minister
Hailemariam in 2018. He then was
replaced by Abiy Amhmed Ali (CIA n.d.;
Dorosh and Rashid 2015). For his efforts
to improve the relationship with the
neighbouring country Eritrea, a former
province of Ethiopia which split away after
a long war, Ali was awarded the Nobel
Peace Prize in 2019.
The regions of Ethiopia
Most statistics in Ethiopia refer to either
regions or zones, including most of the

Fig. 1: The regions and zones of Ethiopia

Source: https://upload.wikimedia.org/wikipedia/commons/thumb/8/80/Map_of_zones_of_Ethiopia.
svg/948px-Map_of_zones_of_Ethiopia.svg.png
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data and statistics cited in this paper.
Since 1994 there were nine regions or
states. In 2004, two chartered cities were
added. The regions (kililoch, singular: kili)
are defined according to the different
ethnic groups and are divided into 68
zones, which consist of various districts
also called woredas (CIA n.d.).

The largest part of the population lives in
the highlands of the North, and in the
central areas of Ethiopia where the capital
Addis Ababa is located. Accordingly, only
a small part of the population lives in the
(South-) eastern areas (CIA n.d.).

2. General economic and social data
Population
The last general census in Ethiopia took
place in 2007. At the time, 74 million
people lived in Ethiopia, a number that
has grown significantly since. Depending
on the source, between 105 million
(UNDP) and 112 million (USAID) people
currently live in Ethiopia. Most of the
people (80%) live in rural areas. The land
area of the country covers 1,000,000
km², another 104,000 km² is covered by
water. Population density is roughly 110
people per square kilometre.
Despite the rising life expectancy,
population growth decreased during the
last decades from 3.4% in 1990 to 2.6%
in 2018. A main cause was the decrease
in the fertility rate from an average of 7.2
children (1990) to 4.1 children per woman
(2018) (World Bank 2018).
The median age is 18.6 years. The
majority of the Ethiopian population is
between 15 and 64 years old (~60
million). 4 million are over 65, and about
40 million people under 15 years old
(UNDP 2018).
In 2019, a new population and housing
census is being executed (because of the
different
Ethiopian
calendar
it
is
sometimes called the Population and
Housing Census 2011) and its results are
not yet publicly available.
People in Ethiopia belong to many
different ethnic groups, with the Oromo
(35%) and the Amhara (27%) being the
largest ones. Somali and Tigray groups
each comprise 6% of the population,

while the rest of the population belong to
many different groups, each making up
around 2% (CIA n.d.).
Economic developments
Despite a significant increase during the
last decade, in 2017 the Gross domestic
product (GDP) per capita of 1,730 (2011
PPP $) was only half of the average up
Sub-Saharan Africa (3,489 2011 PPP $)
(UNDP 2018: 60-61).
Since 2008, when GDP growth was
10.8%, the annual growth rate has
decreased slowly but steadily. In 2018, it
was down to 6.8%, which is still almost
twice as high as the Sub-Saharan average
(3.55%). The current inflation rate is
12.5%, being slightly lower than the
regional average (16.2%) but around
50% higher than the world average
(8.08%). Today, approximately 80% of
the population over 15 years are
employed but the majority (88%) are in
vulnerable employment (UNDP 2018).
Within the last two decades, the
government has developed several plans
for economic development. Agriculture
plays an important role in these plans.
Additionally, the government promotes
manufacturing with a focus on becoming
a global hub for light manufacturing.
Integrated industrial development parks
have been established across the country,
which focus on textile and apparel,
leather
and
leather
products,
pharmaceuticals and the processing of
agricultural goods. In the agricultural
sector, the government works to increase
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staple food production and the production
of export crops. Food production is
essential for the country’s future. The
growing population will be an increasing

The population of the highland, covering
most of the middle and western parts of
Ethiopia,
lives
in
small
villages
surrounded by farmland, while in the

Table 1: Key indicators of rural (~=agricultural) households in Ethiopia

Average size of rural households
Average number of fields per household
Average field size (ha)
Average land holdings (ha)
Average cultivated land holdings (ha)
Households that own 1 the land (%)
Percentage of fields cultivated (%)
Percentage of fields for homestead (%)
Percentage of fields for pasture (%)

5.2
11.5
0.13
1.48
1.12
95.2
70.1
10.7
8.1

Source: CSA Ethiopia 2017:29

challenge for food security. Additionally,
internal migration into the cities is
changing the demand for agricultural
products. According to the Ethiopian
Central Statistical Agency (CSA), the
number of people living in cities is
expected to triple between 2012 and 2037
to 42 million; the World Bank projects
even higher growth rates (Dorosh et al.
2018:3–4).
Despite
the
massive
urbanisation,
agriculture still plays a crucial role for
poverty reduction in the country. At least
for the coming years, investments in the
agricultural sector will have a “larger
impact on poverty than investments in
cities”. This might change in the second
half of the next decade (Dorosh et al.
2018:21–22)
Agricultural employment
68% of the employed population work
within the agricultural sector (UNDP
2018). 98% of rural households engage in
agricultural activities (CSA Ethiopia
2017:28).
In Ethiopia, land on the countryside is owned by the
government, but farmers have holding rights.

lesser populated areas of the east, a
major part of the population are
pastoralists with shifting location of their
camps (CSA Ethiopia & ILO 2018:9).
The creation of more jobs in the
agricultural sector might be limited due to
the decreasing availability of land. For the
growing population, soon no additional
land will be available. In a parallel
process, farm sizes will have to increase
to become more profitable as well as to
increase productivity, not in the last place
to counterbalance the increasing food
demand of the growing population
(Dorosh et al. 2018:23–24; Table 1).
Gender disparities
The Gender Inequality Index (GII),
calculated by the UNDP, reveals a very
high gap between women and men. With
a value of 0.502 Ethiopia ranks 173 of 189
countries in the index. Only 37% of the
seats in parliament are held by women,
mean years of schooling is much lower for
women (1.6) than for men (3.8), and with
a female mortality ratio of 353 deaths per
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100,000 live births, Ethiopia is still far
away from SDG 3.1, which aims to reduce
the ratio to 70 (UNDP 2018).
Social development
According
to
the
UNDP
Human
Development Index (HDI) of 2018, the
situation in the country has improved in
recent years. Between 2000 and 2017,
the HDI increased to 0.463 but it is still
lower than the average in Sub-Saharan
Africa (0.537). The rank of the country
was 171 out of 188 listed countries. With
65.9 years, the life expectancy was higher
than the average in Sub-Saharan Africa
(60.7 years). Expected years of schooling
(8.5 years), mean years of schooling
(2.7) and Gross National Income (GNI)
(1.719 PPP$) per capita were lower than
the
Sub-Saharan
average
(UNDP
2018:24).
Multidimensional Poverty Index
Using the World Bank poverty line of
$1.90 per day, 27.3% of the population of
Ethiopia were classified as poor in 2015
(UNDP 2019:11).
The
UNDP-Multidimensional
Poverty
Index is different from indices based on
income. It includes nutrition, child
mortality, years of schooling, school
attendance, cooking fuel, sanitation,
drinking water, electricity, housing and
assets.
According
to
this
index,
Multidimensional Poverty in Ethiopia fell
from 0.545 in 2011 to 0.489 in 2016, with
the urban areas making faster progress
than the rural ones. The percentage of
multidimensional
poor
people
was
reduced from 88.4% to 83.5%, still a very
high number. 93.3% of these people live
in rural areas. In general, the intensity of
multidimensional poverty has improved.
But this overall positive development
came with some disturbing trends such as
a growing regional disparity and the
slowness with which poverty of children is

reduced in comparison to that of adults
(UNDP
2019:11–12).
Furthermore,
Ethiopia’s MPI is still one of the highest in
the world, with the average of the MPI in
developing countries being 0.114 and of
Sub-Saharan Africa with a level of 0.315
(UNDP 2019:19).
Food insecurity & Nutrition
Regarding nutrition, progress has been
made in recent years. The percentage of
children being severely underweight is
still at 6.6%, with a world average at
4.1%. Furthermore, 21.4% of the
population is undernourished, which is
better than the Sub-Saharan average of
23% but still twice as much as the world
average of 11.2% (USAID n.d.).
Approximately 26% of all households
suffered from a food shortage in the 12
months before the survey in 2015/16,
with rural areas being affected more than
twice as often. Regional differences show
that the problem is most severe in the
Southern Nations, Nationalities and
Peoples’ Region (SNNPR) with 42% of
households reporting the issue (CSA
Ethiopia 2017:49).
Education
While the net attendance ratio in primary
school increased from 30% in 2000 to
71% in 2016 (EthioInfo n.d.), the literacy
rate of the population older than 15 years
is only 39%. Even for young people in the
age group of 15 to 24 years, the male
population has a literacy rate of only 63%
and women of 47%, a low figure that
reveals persisting inequalities (UNDP
2018:56).
Another important factor is the distance
to the nearest primary school, which for
4.3 million children is less than a
kilometre. The majority - 9 million
children need to travel 1 to 4
kilometres, and for 1.4 million people the
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distance is 5-9 kilometres (EthioInfo
n.d.).
In the years 2012-2017 more or less all
children of primary school age were
enrolled in school, but only 35% of visited
secondary school (average Sub-Saharan
Africa: 46%), while 8% had access to
tertiary education (Sub-Saharan Africa:
9%). Many children leave school young,
as the dropout rate from primary school
is 61.8% (UNDP 2018:56–57).
Child Labour
In the last National Child Labour Survey
(NCLS) of 2015, the CSA Ethiopia and the
International Labour Organization (ILO)
analysed the current state of child labour
and economic activity in Ethiopia.
All in all, 82% of the approximately 37
million children (5-17 years) live in rural
areas (CSA Ethiopia / ILO 2018:36).
Due to the still high population growth
and widespread poverty, the issues of
child labour and economic activity of
children are still relevant (CSA Ethiopia;
ILO 2018:60). Looking at economic
activity, the NCLS shows that about 71%
of the child population is engaged in
household chores, with girls (79%) being
more likely to be involved than boys
(64%) (CSA Ethiopia / ILO 2018:XI).
Furthermore 51% of all children between
5 and 17 years of age do economic
activities, 66% in the older age group of
14-17 years and even 42% of the younger
ones between 5 and 11 years. The
common field of work for the children is
agriculture in which 89% are engaged and
96% of all economically active children
were working as unpaid family workers.
The time children spend working on
weekdays is between 28 hours per week
for those who are also attending school

and 39 hours per week for those who are
only working. The main reason why
children work is to help in the household
they live in (63%), followed by
augmenting family income (28%) (CSA
Ethiopia / ILO 2018:XII).
The
problem
of
child
labour
is
predominant in rural areas (with 49% of
children between 5 and 17 years
working). However, also in urban areas,
15% of the children are involved in child
labour. A strong regional concentration
can be observed with the Northern and
Central regions of Amhara (55%), Afar
(46%), Tigray (43%) and Oromia (47%)
having the highest percentage of child
labour (CSA Ethiopia / ILO 2018:XII).
There is no information available on the
prevalence of child labour in the coffee
sector, neither for Ethiopia or worldwide.
This is surprising, since for many
comparable products, such as cocoa,
most producing countries have a wellknown risk of child labour. An article
published in August 2019 registers the
lack of data on the topic: “Coffee child
labour:
Under-researched
and
‘undetected’” (Nieburg 2019).
Learnings for the living income
debate:
• Due to extensive and publicly
available statistics on the situation
in the country many data are
available.
• The Central Statistical Agency of
Ethiopia collects large sets of data
every couple of years and the new
data collection is underway. The
results of this data collection might
be published soon and could serve
as the source to support the
calculation of a living income in the
coffee sector.
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3. Data on coffee production
estimated 2 to 5.2 million
smallholder
farmers
across
Ethiopia’s various growing regions
contribute over 90 percent of the
country’s production.” (Ethiopian
Coffee and Tea Authority 2018:13)

Relevance of coffee in Ethiopia
The development of the coffee sector has
a tremendous influence on the overall
economy of Ethiopia. The Ethiopian
Coffee and Tea Authority summarizes the
importance and the structure of the sector
as follows:
“Coffee is the backbone of the
Ethiopian
economy
and
the
country’s
leading
export,
contributing between 25 and 30
percent of commodity export
revenues each year. Coffee also
accounts for around 5 percent of
Ethiopia’s gross domestic product
and supports the livelihoods of up
to 25 percent of Ethiopians. 2 An

Coffee production
USDA estimates, that presently 535,000
ha are planted with coffee and that the
production in the harvesting season
2018/19 adds up to 7.250 million 60 kg
bags (435,000 tons). Of these, 3.980
million bags (238,800 tonnes) were
exported (USDA-FAS 2019b:6).
These figures are disputed. The low
productivity per hectare suggests that
planted area might be much bigger than

Fig. 2: Main coffee growing areas in Ethiopia

Source: Global Coffee Platform 2016:9

2

these figures are disputed, details see below.
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the officially reported figure, perhaps up
to 1 million ha (Herhaus, Tigneh and
Teketay 2014:22). Figures on local

Arabia, Japan, USA, Belgium and Sudan
(USDA-FAS
2019a:5;
(USDA-FAS
2019b:4; for details about domestic

Table 2: Size of fields used for coffee production according to different sources:
•
•
•
•

•

0.5 ha countrywide (Ethiopian Coffee and Tea Authority 2018:18)
1.01 ha, countrywide, based on 1600 surveys (Minten et al. 2015a:6)
0.89 ha, Jimma and Kaffa zone (Mitiku et al. 2017:9)
0.67 ha, countrywide (Global Coffee Platform 2016:15)
0.5 ha, countrywide (Global Coffee Platform 2018:12)

consumption
might
also
be
underestimated. The coffee growing
areas are located in different regions of
the country, but most of the coffee comes
from the south-western areas (Fig. 2).
All coffee grown in Ethiopia is classified as
Arabica. Due to a high genetic variety of
coffee plants, tastes and quality may
differ significantly across and even within
the regions. All coffee is graded. This
grading has an influence on pricing (for
details see “Impact of supply chain
relations on farmers' income in Ethiopia”).
High coffee consumption
The consumption of coffee is deeply
rooted in the tradition of the Ethiopian
people. Additionally, coffee has become
an important export product of the
country. Nowadays, at least half of the
coffee produced in Ethiopia is sold on the
local market.
Figures are not reliable. The government
decided that highly graded coffee with
good qualities should be reserved for
export to increase foreign exchange
income. Only lower graded, lower quality
coffee is allowed to be sold on the local
market. Due to the strong demand within
the country, local prices might be as good
or even more attractive for farmers than
the price offered by exporters. Therefore,
coffee with higher grades and destined for
export might be smuggled onto the local
market (USDA-FAS 2019b:4). The most
important export destination for Ethiopia
in coffee is Germany, followed by Saudi

market and exports see “Impact of supply
chain relations on farmers' income in
Ethiopia”)
Learnings for the living income
debate:
• Different to other typical export
crops
and
to
other
coffee
producing countries, farmers and
their
families
consume
a
significant part of their cash crop
or sell it on the local market. This
reduces the potential influence of
coffee importing companies on the
income of farmers.
• Some of the most important
destination countries for coffee
exports, in particular Germany,
Japan, the USA, Belgium and Italy,
have well-developed markets for
origin and speciality coffee which
might offer
opportunities to
achieve a higher price for coffee
which comes with specific social
and quality criteria.
Different agricultural methods
Traditionally coffee was harvested in
forests. To intensify production, many
farmers started to work in the forest and
changed the landscapes to semi forest
production. Many of them went to even
more intensified production methods and
started to grow coffee in gardens.
Additionally, there are some large
plantations.
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The
intensification
grade
of
the
production has a significant influence on
the potential yield per hectare. A clear
distinction between the first three
systems might be difficult for two
reasons. Firstly, farmers might gradually
develop forest areas to semi-forest areas
or semi-forest areas to coffee gardens.
Secondly, farmers might produce a part
of their coffee in forests and the rest in
semi-forest areas or gardens (Wiersum et
al. 2008:17; (USDA-FAS 2019b:4; for
details see “Impact of supply chain
relations on farmers' income in Ethiopia”).

The Ethiopian Coffee and Tea Authority
estimates that 2 - 5.2 million households
are involved in coffee production
(Ethiopian Coffee and Tea Authority
Fig. 3: estimates on the size of the
Ethiopian coffee farmer

Average farm size and yields
The figures on average farm size and
yields within the Ethiopian coffee sector
show a wide range. This might be
explained by the fact that there is no clear
definition of the term “coffee producer”.
Due to the high cultural relevance of
Table 3: Total farm size
•
•

1.70 ha countrywide,
based on 1600 surveys
(Minten et al. 2015a:6)
2.84 ha, Jimma and
Kaffa zone
(Mitiku et al. 2017:9)

coffee, many farmers own a very small
number of coffee trees, mainly for
consumption within the wider family. This
raises the question who should be
counted as a coffee producer. Is a farmer
who owns a few coffee trees for own
consumption a coffee producer that
should be considered in the statistics?
Additionally, field sizes and productivity
might depend on different ways of
producing coffee. Farmers who use a
couple of hectare forest containing a low
number of coffee trees might have “fields”
which are much larger than farmers who
own a coffee garden and manage this with
high labour input.

Source: Global Coffee Platform 2016:15

2018:13). According to market experts,
different figures are true in some way or
another. It might be possible that 5
million households own coffee trees, but
many use them only for their own
consumption. Therefore, the figure of 2.4
million farmers who actually sell coffee on
the domestic market to traders for export
seems to be realistic (for details see
“Impact of supply chain relations on
farmers' income in Ethiopia”).
The very different farming methodologies
combined with a lack of reliable data
make it very difficult to calculate average
field sizes, yields and production costs.
Again, studies publish very different
figures, but the average size of the farms
seems to be 2 ha, of which less than 1 ha
is used for coffee (Table 2 and 3).
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Table 4: Size of coffee fields

Total number
Smaller 0.10 ha
0.10-0.50 ha
0.51-1.00 ha
1.01-2.00 ha
2.01-5.00 ha
5.01-10.0 ha
Over 10

653,910
6,440
100,916
130,837
195,736
162,890
36,190
n.a.

Source: Central Statistical Agency Ethiopia CSA 2016a:117

Approximately 60% of the farmers work
on a field size of less than 0.5 ha; less
than 40% of the total area planted with
coffee trees (Fig. 3). There is only a small
number of larger plantations, about 200.
The number of cooperatives has increased
in recent years, but currently only about
10% of the farmers are organised in
cooperatives or unions (Global Coffee
Platform 2016:15).
The Central Statistical Agency of Ethiopia
published similar data in an overview over
the agricultural sector of the country
(Table 4). Additionally, the CSA collected
data on coffee production separately for
all coffee producing regions which might
serve as a base for regional calculation on
average field sizes (details see: Central
Statistical
Agency
Ethiopia
CSA
2016a:118–91).

Yields per hectare
Statistics on average yields per hectare
need to be interpreted carefully. One
problem previously mentioned is that
farmers may produce in very different
agricultural systems. Another problem is
that studies use beans in different stages
of processing to measure yields (for
details see “Impact of supply chain
relations on farmers' income in Ethiopia”).
Average yield might be around 400 kg per
hectare across all different agricultural
practices. This is a lower figure compared
to many other coffee producing countries,
especially to these of Latin American
producers. Coffee farmers in Brazil have
the highest average yields of Arabica
coffee and harvest on average 1,600
kg/ha. But Brazil has a completely
different production structure with largescale plantations and high intensity
farming. Compared to neighbouring
countries like Tanzania and Kenya,
productivity in Ethiopia is not that
different (Global Coffee Platform 2017:6).
Low production costs
The Ethiopian Coffee and Tea Authority
praises the low production costs in
Ethiopia (Ethiopian Coffee and Tea
Authority 2018:14–15).

Fig. 4: Yields in coffee producing countries - tons per hectare of green beans

Source: Global Coffee Platform 2017:6

Indeed, production costs are very low,
even when compared to neighbouring
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countries. According to the Global Coffee
Platform, farmers spend on average 190
US-Dollar per hectare, compared to 300
US-Dollar in Tanzania or 3,120 US-Dollar
in Brazil (Global Coffee Platform 2017:7).
According to a survey conducted in 2014,
only 1% of farmers in Ethiopia uses
herbicides 2% use fungicides. Fertilizers
are also either not available or not
affordable for farmers (Minten et al.
2015a:8). Additionally, labour costs are
very low.

which
could
lead
to
the
assumption that income could
easily be increased by better
agricultural practices and a higher
use of inputs. However, this would
lead
to
significantly
higher
production costs. Additionally,
inputs including better planting
material need to be made
available, and farmers would need
investment capital and knowledge
transfers.

Fig. 5: Cost structures in coffee producing countries – hundreds US-Dollar/ha

Source: Global Coffee Platform 2017:7

Learnings for the living income
debate:
• The different agricultural practices
within and across regions leads to
a situation where one-size-fits-all
solutions for income increases are
difficult to develop.
• It is not defined how much coffeefor-sale a farmer needs to grow to
be called a coffee farmer. The
different
definitions
in
the
available studies might lead to
incomparable figures on average
field size, yield and income from
coffee production.
• The lack of reliable data on field
sizes, yields and productions costs
make it difficult to determine
present
income
of
farmers
deriving from coffee production.
• The productivity might be very low
depending on production method,

Trade of coffee
Most of the coffee is bought by small
companies which either sell to exporters
or export themselves. There are different
ways that lead to the exporters. Some of
the coffee is sold from the producers to
collectors, which afterwards either sell to
processors or directly to wholesalers and
exporters. If farmers are members of
cooperatives, they often sell to the
cooperative, which is usually part of a
cooperative union (Duguma 2017:4–6).
The number of exporting companies has
increased significantly during the last two
decades. Many of the traders are not
really interested in the coffee business
itself but want to use coffee exports to get
access to foreign exchange. Another
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problem is the small size of many of these
companies (Minten et al. 2014:5–7).
According to international coffee traders
many of the involved export companies
have no good knowledge of the coffee
sector. They are interested in fast cash,
not in a reliable, long-term business
relationship. This leads to mistrust and
increased transaction costs (for details
see “Impact of supply chain relations on
farmers' income in Ethiopia”).
Expensive internal trade structures in
Ethiopia
Approximately 70% of the coffee is sold
as dried beans to traders. Only roughly
30% is sold as fresh red cherries to be
processed to washed coffee (Ethiopian
Coffee and Tea Authority 2018:14).
Selling red cherries might lead to higher
income for farmers and higher export
prices, but the situation is complicated.
The same is true for the production of
high-quality coffee. Producing better
qualities is often not rewarded by the

with extra costs for farmers which are
often not refunded through the marketing
system. Another problem of the Ethiopian
coffee sector is weak infrastructure.
Transport costs are very high and a
significant part of the selling price on the
domestic market or the F.O.B. price for
exports is used to cover transport costs.
This
reduces
the
farmgate
price
significantly (for details see “Impact of
supply chain relations on farmers' income
in Ethiopia”).
Learnings for the living income
debate:
• Non-transparent trade structures,
inefficient markets and high costs
for processing and overheads
reduce
the
farm-gate
price
significantly and are an obstacle to
achieve a living income.

Fig. 6: Household composition in Ethiopia (2016)

Source: (Central Statistical Agency Ethiopia CSA 2017:8)

traders, as the marketing structures focus
on quantity and not quality. Additionally,
much of the produced high-quality or
certified coffee cannot find customers
prepared to pay an extra price. Therefore,
focusing on quality certification comes
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Coffee producing households
The Ethiopian government publishes
statistics on household size. For all rural
areas data are available. The average

2018) or even on subregions (Gebre
2017).
The results of these papers show that
more than 90% of all households are
headed by a male person. Average family

Table 5: Results of a countrywide collection (2014) of data on coffee producing
households

Source: Minten et al. 2015a:6

household size in rural areas is 5.2 people
(Fig. 6).
Concerning the specific situation of coffee
producing households not much data is
available. One very broad data collection
took place in 2014. Researchers collected
data from 1600 households across the
country
in
intensive
interviews.
Afterwards, they published a series of
papers on the sector (Minten et al. 2014;
Minten et al. 2015a; Minten et al. 2015b;
Minten et al. 2018; Minten et al. 2019;
Tamru and Minten 2018).
Other researchers focused on specific
regions (Mitiku et al. 2017; Mitiku et al.

sizes differ between regions, with a range
between 5.3 and 7.2 (Minten et al.
2015a:9; Mitiku et al. 2017:9; Table 5).
These figures are higher than the
averages according to surveys of the CSA
(CSA 2017:8)
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Table 6: Sample of 425 households in the Jimma and Kaffa zones (2014)
Male headed households
Average age household head
Education household head
Adults in the household
Dependence on household
Total farm area
Coffee area
Coffee shrubs per hectare
Age of trees
Labour input (Man-days/ha)
Capital costs (ETB/ha)
Coffee yield dry cherry equivalent
Coffee income (ETB)
household income (ETB)
poverty rate

92%
45.57 years
3.55 years
3.39
3.54
2.84 ha
0.89 ha (36%)
3,549
13.96 years
288
81.05
662
7,169 (268 Euro) (1)
12,630 (472 Euro) (1)
70%

(1) based on conversion rate August 2014 (http://ec.europa.eu/budget/graphs/inforeuro.html)
Source: Mitiku et al. 2017:9

Learnings for the living income
debate:
• As
household
sizes
have
significant
influence
on
the
calculation of the living income, a
decision has to be made whether a
calculation tries to build on a
national figure or if it should reflect
regional differences in household
size.
• The available data shows that the
size of coffee growing households

is higher than that for average
farmers in the region. Perhaps the
CSA could be contacted to clarify
the reason for this difference.
The income per household is diversified,
and income in the different regions varies
significantly. The same variety per region
is true for the percentage of coffee income
measured
against
total
household
income. The figures range from 30%
(Harar) to 50% (Sidama), but most

Fig. 7 Household income depends on field size and diversification

Source: Global Coffee Platform 2016a:13
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regions are nearer to 40% (Minten et al.
2015a:9; Mitiku et al. 2017:9; Table 5
and 6).

live, the crops responsible for the
additional income differ significantly.

Fig. 8: Income structure of Ethiopian coffee farmer

Source: Global Coffee Platform 2016:21

This figure is in line with the estimates of
the Global Coffee Platform, which
estimates an average of 40% of the
income of farmers coming from coffee
production
(Global
Coffee
Platform
2016:21).
Even before the recent price collapse,
most coffee producing smallholders in
Africa lived below the poverty line (Global
Coffee Platform 2016a:13; Fig. 7).
The situation in Ethiopia is therefore not
much different than in countries with a
similar farming structure. Without the
diversification of income, coffee farmers
would even live further below the poverty
line (Global Coffee Platform 2016:21).
Depending on the region where farmers

Learnings for the living income
debate:
• According
to
the
unreliable
statistics,
coffee
contributes
roughly 40% to the income of
farmers. This figure may vary
significantly from one season to
the next due to the volatile world
market prices. The contribution of
coffee might be lower nowadays as
coffee prices decreased.
• Dependency on coffee varies from
region to region and even from
farmer to farmer as a typical
farmer
runs
a
diversified
agricultural production system.
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4. Household expenditures and price developments
Differences in
expenditures

rural

and

urban

Nationwide, expenses on food account for
50% of the total spending of households.
There are significant differences in per
capita food expenses across the country.
Food prices differ significantly with the
highest prices in Addis Ababa and

noticeable lower prices in rural areas as
SNNPR. Regional differences of prices of
non-food items are even more significant.
Just as for food, people living in Harar
have the highest expenses for non-food
products (Federal Democratic Republic of
Ethiopia 2017:27; Table 7).
In all regions, urban households spend
more on food and non-food products than

Table 7: Regional price index and prices

Source: Federal Democratic Republic of Ethiopia 2017:27
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rural households. It is essential to reflect
carefully if this is due to higher income
which allows higher expenses or due to
price differences between urban and rural
areas (Federal Democratic Republic of
Ethiopia 2017:28; Table 8).

spending
other
regions
Democratic
Republic
of
2017:26). For details see

(Federal
Ethiopia
Table 9.

The data collected by the CSA allow to
distinguish between the regions and rural
and urban areas. The published price
indices make it possible to use data from
one region to extrapolate household
Table 8: Regional urban and rural consumption data

Source: Federal Democratic Republic of Ethiopia 2017:28

16

Table 9: Regional price indexes

Source: Federal Democratic Republic of Ethiopia 2017:26

Expenditure on non-food items
According to the Ethiopian Socioeconomic
Survey, the highest expenses apart from
food are kerosene, laundry soap,
cigarettes and tobacco. But not every
household has costs in those categories.

The most common costs are laundry
soap, matches, batteries and transport.
There are important differences between
rural and urban areas. While in rural
households
batteries
(69.4
%
of
households bought them) are twice as
important as transport (31.9 %) it’s the
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Table 10: Expenditure on non-food items in the past year

Source: Central Statistical Agency Ethiopia CSA 2017:48

other way around for the urban
population where 75% of all Households
have expenses for transport and only
20.9 % for batteries (CSA Ethiopia
2017:47; Table 10).
esults change if the focus is on
expenditures in the last year. One of the
most common costs for households and
the
highest
expenditure
are
for
ceremonial expenses, followed by taxes
and levies. On almost all non-food
expenditures more money is being spent
in urban area (CSA Ethiopia 2017:48;
Table 10).
The
Household
Consumption
and
Expenditure Survey conducted by the
CSA offers detailed data on expenses and
income of Ethiopian households. In rural
areas, the most important source of
income is agricultural production, which

covers 67% of all expenditures. The CSA
splits this in two categories:
• 26.8% of the expenditure is
covered indirectly by consumption
of own agricultural products.
• 40.5% of the expenditures is
financed by the sale of agricultural
production.
Furthermore, free collection of firewood
or water covers 10% of the expenditures.
Other relevant aspect are the sale of
goods and services of non-agricultural
activities (5%) and the category of salary,
wage/bonus & overtime (4%) (CSA
Ethiopia 2018:179–181).

Role of Remittances
International Remittances do not seem to
be very relevant for rural households,
given that international transactions only

18

Fig. 9: Country Level 12 Months Moving Average Inflation Rate

Country Level 12 Months Moving Average Inflation Rate
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Source: CSA Ethiopia 2019:18

cover 0.32% of expenditures.
In
comparison to that, local remittances
cover 6% (CSA Ethiopia 2018:181).
Learnings for the living income
debate:
• The available data collected by the
CSA can serve as a benchmark to
control the data calculated for the
coffee producing regions.
• As the CSA collected a new set of
data at the beginning of 2019, the
CSA should be contacted with the
request if the new regional data
are soon available.
• Keeping in mind that for LIbenchmark the cost of living is
differentiated into food / housing /
non-food-non-housing / saving,
the data could possibly be
assessed by domain.
Inflation
Index

Rate

&

Consumer

Price

Since 2006, the CSA publishes monthly a
Consumer Price Index (CPI). The Index
measures the average change in prices
paid by consumers for a fixed market
basket of goods and services. The CPI is
measured for every region and on country

level and can be divided into food- and
non-food items. The latest update is from
April 2019.
According to the CSA, the country-level
overall inflation rate is still high at 12.5%.
Since January 2018, when the rate was at
11.3%, it mounted to 15.1% in the
summer of 2018 and then fell to its
present value. The inflation fluctuates at
a high level, making calculations of a
living income based on older data
regarding price levels more difficult. Most
of the time of the period reflected, the
non-food inflation rate was higher than
the food inflation rate, showing that food
prices were more stable in the last year
(CSA Ethiopia 2019:18; Fig. 9).
The IMF projects an inflation rate of
roughly 8.5 % for the next years
(International Monetary Fund - IMF
2018:15).
Based on the level of December 2016
(base year), the CPI has shown a steady
rise of prices, with the non-food index
showing a higher increase than the foodindex. The biggest increase concerns
costs for clothing, furnishing and housing,
water and electricity. The general index
rose to 136 in April 2019. It can be
observed that, while prices for housing-
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Fig. 10: Country Level 12 Months Moving Average Inflation Rate
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related services increased even more
than
those
for
services
like
communication or transport, in total, the
CPI has grown fast in the past two and a
half years, making life more costly on
several levels (CSA Ethiopia 2019:26; Fig.
10).
Learnings for the living income
debate:
• The high inflation rate and the
different price development of

products makes it difficult to use
older data.
• Consumer Price Index may be
useful to update benchmarks over
time
Costs for housing
Data available on housing costs shows
that, in rural areas, 95% of all houses are
owned by the people living in them. In
urban areas, that’s only the case for 42%
of the households. On average, 82% of
houses are private property. The actual
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percentage slightly differs between the
regions. In SNNPR 89% are private
property, in Oromia 86% and in Tigray
72% (CSA Ethiopia 2017:20).
Many of these houses do not comply with
the UN-Habitat recommendations as they
are too small or made from material
which is considered insufficient for
adequate housing (Central Statistical
Agency Ethiopia CSA 2017:20).

water, that’s only the case for 57% of
rural households. Especially in rural
areas, obtaining water can be of high cost
or very time-consuming, depending on
the distance to the water source. In rural
areas, only 3% of households are
connected
to
a
public
water
infrastructure. Most of the households
rely on public taps (19%), protected
springs (21%) or do not have access to
an improved source at all (43%) (CSA

Table 11: Housing conditions

Source: Central Statistical Agency Ethiopia CSA 2017:20

Water supply
The supply of freshwater is a main
problem in the rural areas of Ethiopia.
While 97% of urban households have
access to an improved source of drinking

Ethiopia, 2016: 9-10).
Roughly 70% of the rural population need
up to 30 minutes to the next water source
and 20% between 30 and 60 minutes.
This value is better for urban areas, where
90% of the people need less than 15
minutes (CSA Ethiopia 2017:22).
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Electricity
Regarding the access to electricity, there
is a stark disparity to be observed
between urban and rural areas. 93% of all
urban households are electrified but only
8% of rural households have access to
electricity (CSA Ethiopia 2016b:9).
While in urban areas, nearly 30% of the
population do not pay anything for
electricity, in rural areas this is only the
case for 7%. Most of the people there
(84%) pay 1-50 ETB. Over 60% of them
use kerosene lamps or dry cell lights with
switch as their main source of light. For
cooking, 77.2% of the rural households
use collected firewood. About 20% use
crop residue/leaves or Dung/Manure
(CSA Ethiopia 2017:25).

Health
In 2011 the Ethiopian government began
to implement the community-based
health insurance (CBHI), aiming at
covering the large rural population and
the informal sector in urban areas. In
2016, however, over 90% of the
population remained uncovered by health
insurance.
Regarding maternal health care, the
leading issue for women to receive
adequate treatment is the availability of
money (55%), followed by the distance to
the next health facility (50%). In 2016,
only 70 US-Dollar per capita were spent
for health services, compared to a global
average of 1,400 US-Dollar per capita
(USAID n.d.).

Transport costs
Rural households spend on average 7 ETB
on Transport every month. In urban
areas, the mean expenditure was a lot

higher (16 ETB). In former surveys, the
costs of transport were not very
important expenses, given that the costs
for Kerosene (40 ETB), Laundry Soap (28
ETB) and other items were much higher
(CSA Ethiopia 2017:47).
Communication
Regarding communication, there is again
a stark disparity between rural and urban
households. While in urban areas, nearly
90% of the population owns a mobile
phone, that’s the case for only 43% of the
rural population (CSA Ethiopia 2017:25).

Shocks
Ethiopian households suffered from
different external shocks, the most
common being the illness of a household
member, an issue 58% declared as the
most severe. The second most important
shocks are droughts, experienced by
21.3% and reported as the most
important problem by 76% (CSA Ethiopia
2017:51).
In
the
12
months
before
the
Socioeconomic Survey conducted by the
CSA, 21% of all households experienced
a shock of rising food prices. 31% of them
declared it as the first most important
issue and 46% as the second most
important one (CSA Ethiopia 2017:51).
Learnings for the living income
debate:
• Costs for housing, water supply,
electricity,
health,
transport,
communication and shocks are
included in many surveys. But the
data are based on present
expenses which are very low not
least due to the fact that the
infrastructure and the services are
not available at a sufficient level.
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