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ABSTRACT 

 

Although Agricultural Marketing Co-operative Societies (AMCOS) play a major role in 

coffee marketing, not all members seem to use them effectively since some of them are 

using private traders as their coffee marketing channel. The question now is what 

influences their choices on which channel to use on coffee marketing. The main objective 

of this study was to analyze co-operative members’ decisions on coffee marketing 

channels and factors influencing their choices in Rombo district. Specifically the study 

aimed at describing the coffee marketing system and evaluates the existing potentials of 

AMCOS, assessing the factors that influence co-operative member’s choice of coffee 

marketing channel and comparing the transaction costs incurred by the user and non-user 

of AMCOS in coffee marketing. Two-stage sampling procedure was followed to select 

four AMCOS and a total of 200 sample respondents who were the co-operatives members. 

Both primary and secondary data were collected. The study noted that, only 16.5% of the 

members trade with private buyers. By using SWOT analysis the study found that co-

operatives are internally strong, while the external analysis shows the co-operatives 

current strategies do not respond well on the use of the external opportunities. Logistic 

regression analysis indicated that only four variables that is, access to inputs, payment 

system, access to market information and trust were significant at 0.05 probability level, 

this means the aforementioned factors are the ones which influence co-operative member’s 

choice of coffee marketing channel. From the independent sample t test it has been noted 

that, AMCOS as a marketing channel has higher transaction costs than private traders. The 

study concluded that, co-operatives do not perform well in coffee marketing compared to 

private traders although members have more faith to co-operatives than to private traders. 

Therefore the study recommends that, there is a need to strengthen organizational and 

institutional capacity of AMCOS.  
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CHAPTER ONE 

 

1.0 INTRODUCTION 

1.1  Background  

Coffee production in Tanzania is concentrated in three main geographical areas, in the 

north (Kilimanjaro, Arusha and Tarime), in the south (Mbeya, Iringa and Ruvuma) 

whereby they mainly produce Arabica and in the west (Kigoma and Kagera) whereby they 

produce Robusta (TaCRI, 2015). 

 

Coffee accounts for about 20% of Tanzania’s foreign exchange earnings under the 

consideration of traditional cash crops produced in Tanzania, and it  has been the mainstay 

of the country’s agriculture-based economy since its introduction as a cash crop around 

100 years ago (TaCRI, 2015). Almost all the coffee produced in Tanzania is exported 

(Baffes, 2003). Some of the coffee is exported through the Moshi coffee auction while 

other coffee is exported through joint ventures like Kilimanjaro Co-operative Initiative 

Joint Venture common known as G32 which participate in the Japan Coffee Trade Fair 

(Sumelius et al., 2013). 

 

According to TCB (2012) the Northern zone grows some of the world’s finest Mild 

Arabica coffees. The area under cultivation is estimated to reach 83 000 Ha with an 

average production of about 7 500 to 10 000 tons of parchment per year. The production 

system is mixed between a majority of smallholders (intercropping with bananas) and a 

few large estates located mainly in Arusha region where sole coffee cropping system is 

practiced. 
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Agricultural marketing co-operative societies (AMCOS) play a vital role in the economic 

development of coffee farmers. They provide different services including provisions of 

inputs and monitoring their use so as to enhance production of high quality products and 

improvement of members’ participation in production and marketing systems, hence 

contributing to their economic growth and social development (OCIR, 2005).  

 

In Tanzania co-operatives have a long history, dating back to the late 1920s. They played a 

vital role in rural and urban economic and social development (Bibby, 2006). Recently, 

however their images have become a negative one to some of co-operatives. Some co-

operatives seem to be unable to cope with modern economic realities since their image has 

been tarnished by poor administration, leadership, business practice and corruption 

(Bibby, 2006). 

 

With the trade liberalization in the early 1990s, the system in coffee market changed 

rapidly, many existing institutional arrangements broke down, when alternative 

arrangements had not yet developed. In 1993, the government passed a bill opening coffee 

marketing and production to the private sector consequently reducing government controls 

on pricing (BACAS, 2005). Based on these changes, growers had henceforth a choice of 

selling their produce through four marketing channels namely: the Private Coffee Buyers 

(PCBs), Co-operative System, Farmer Groups, and Independent Primary Societies, that 

had split from the union system (BACAS, 2005).  

 

Prior to the reform, production and marketing were integrated into a single marketing 

channel within the co-operative system and the crop boards. Producers delivered their 

coffee to primary societies, where they received an initial payment based on announced 

price of ungraded coffee. The coffee was then sent to central pulperies for primary 
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processing then graded. The co-operative unions collected coffee from primary societies, 

cured it at their own curing factories, and send the coffee to the auction in Moshi, 

organized by the Tanzania Coffee Board (BACAS, 2005). 

 

According to Queen (2015) in Rombo district co-operatives are known to perform better 

than other places in Kilimanjaro region but they also face a lot of challenges. For example 

Shimbi primary co-operative and Mkuu Masaseni primary co-operative societies, failed to 

achieve their set targets of purchasing coffee. For one season they expected to collect                   

30 000 kg of coffee, but managed to collect only 8,000 kg (about 27% of the target), 

which might lead to the society’s bankruptcy hence closure of the societies.  

 

Due to challenges faces co-operatives like poor administration, leadership, business 

practice and corruption, The Presidential Special Committee on the Revival, Strengthening 

and Development of Co-operatives in Tanzania of 2000, suggested strategies to address 

challenges facing co-operatives. One of the key strategies was the promulgation of the 

New Co-operative Development Policy of 2002. This led to the preparation of a Co-

operative Reform and Modernization Program (CRMP) from 2005 to 2015. The general 

objective of the CRMP was to initiate a comprehensive transformation of the co-

operatives so as to become organizations which are member owned and controlled, 

competitive, sustainable and with capability of fulfilling members’ needs (URT, 2005). 

 

Based on this reform the purpose of this study is to analyze co-operative members’ 

decisions on coffee marketing channels and factors influencing their choices in Rombo 

district by analyzing the coffee marketing system and evaluate the existing potentials of 

AMCOS, assessing the factors influencing member’s choice in the coffee marketing 
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channels and compare the transaction costs incurred by the user and non-user of AMCOS 

in coffee marketing. 

 

1.3  Problem Statement  

Some of the recent studies from all over the world show some positive impacts of 

agricultural co-operatives towards agriculture and marketing performance and stability. 

Abebaw et al. (2013) and Francesconi et al. (2010) observed that in Ethiopia agricultural 

co-operatives led to increase in the adoption of improved agricultural technologies and the 

rate of commercialization. Fisher et al. (2012) observed that agricultural co-operatives led 

to higher prices and farm incomes among banana farmers in Kenya. Shiferaw et al. (2009) 

showed that in Kenya membership in grain co-operatives led to increased adoption of 

improved varieties, higher producer prices and larger marketable surpluses. Wollni et al. 

(2007) reported that in Costa Rica agricultural co-operatives facilitated the access to more 

profitable specialty markets in the coffee sector.  

 

In other cases agricultural co-operatives face some limitations on meeting the needs of 

their members (Nkhoma, 2011). One of the major challenges facing these co-operatives is 

on how to operate and meet the needs of the members efficiently and effectively by 

keeping in mind the basic principles of co-operatives. Furthermore co-operative members 

are expected to be loyal to co-operatives and vice versa. This is not always the case. When 

co-operatives fail to meet members’ demands and members do not get any benefits from 

their co-operatives, it leads to member’s withdrawing their membership or stopping to 

participate in the activities of the co-operatives (Mahmud, 2008). 

 

Generally when AMCOS face financial doldrums their survival is threatened. Although 

AMCOS play a major role in coffee marketing, not all members seem to use them 
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effectively since some of them are using private traders as their coffee marketing channel, 

the question now is what influences their choices on which channel to use on coffee 

marketing. 

 

1.4  Justification of the Study 

In a competitive market environment AMCOS can survive if they add value to their 

members in terms of social and economic benefits. Previous studies reviewed concentrated 

in analyzing agricultural co-operative performance before and after liberalization. The 

studies also concentrated on how members evaluate different market channels. Recently 

due to poor performance of some AMCOS, co-operatives members sell their produce to 

other channels which are open to them. This means the loyalty of members to their co-

operatives diminishing from time to time. 

 

This study intended to give more insight on opportunities in coffee market channels which 

are open to a co-operative member. The findings from this study would enable AMCOS to 

make a better use of emerging new opportunity in the competitive market. Furthermore the 

findings will be useful to policy makers in modifying and formulating new police that will 

improve coffee market system in Tanzania. 

 

1.5  Objectives 

1.5.1  Overall objective 

The overall objective of this study was to analyze co-operative members’ decisions on 

coffee marketing channels and factors influencing their choices in Rombo district. 

 

1.5.2  Specific objectives 

i. To describe the coffee marketing system and evaluate the existing potentials of 

AMCOS in Rombo district; 
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ii. To assess the factors that influence co-operative member’s choice of coffee 

marketing channels;  

iii. To compare the transaction costs incurred by the user and non-user of AMCOS in 

coffee marketing; 

 

1.5.3  Research questions 

In order to reach the research specific objectives, this study addresses the following 

research questions: 

i. What are the existing potential and possibilities for AMCOS in the coffee 

marketing system? 

ii.   What are the factors that influence co-operative member’s choice in coffee 

marketing channels? 

iii.  What are the transaction cost incurred by the user and non user of AMCOS in 

coffee marketing? 

 

1.5.4  Hypotheses 

Associated with the above research questions, in order to measure the specific objective  

two and three the following hypotheses were formulated respectively: 

i. Member characteristics, access to input, coffee production, payment system, access of 

market information, trust and price has no influence on the choice of market channel. 

ii. The transaction cost between the user and non user of AMCOS in coffee marketing 

are not statistically different. 

 

1.6   Organization of the Dissertation 

This dissertation is organized in five chapters. The first chapter the Introduction presents 

the background of the study, the problem statement, justification of the study, research 

objectives, research questions and the hypotheses tested. Chapter two Literature Review 
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presents the review of the relevant theoretical and empirical literature on agricultural co-

operatives. Chapter three Material and Methods provides the description of the study area 

and the methodology employed. Chapter four Results and Discussion presents the analysis 

and interpretation of the data generated and chapter five presents the Conclusion and 

Recommendations based on the study.  
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CHAPTER TWO 

 

2.0 LITERATURE REVIEW 

2.1  Basic Concepts and Definitions of Co-operatives 

Agricultural Marketing Co-operative Societies (AMCOS) are formed by farmers with the 

objective to generate better profit by strengthen bargaining power to get best prices in the 

market and maintain access to competitive markets whereby, the farmers would be in a 

better position to obtain input and services at lower cost than what could obtain elsewhere 

outside the AMCOS (Sumelius et al., 2013). 

 

Co-operatives in coffee sector are established for multiple purposes. They are involved in 

the provision of services to growers including accessing and managing inputs and 

monitoring their use, ensure production of high-quality coffee through washing stations 

and improvement of farmers’ participation in the coffee sector (OCIR, 2005). 

 

The International Co-operative Alliance (ICA, 2005) defines a co-operative as an 

autonomous association of persons united voluntarily to meet their common economic, 

social, and cultural needs and aspirations through a jointly-owned and democratically-

controlled enterprise. These co-operatives are based on the values of self-help, self-

responsibility, democracy, equality, equity and solidarity (ICA, 2005). According to 

Trewin (2004) co-operatives are businesses oriented owned and controlled by members 

with the purpose to provide members with services or goods at reasonable prices. Khrellah 

et al. (2001) defined co-operatives and farmer organizations as institutional arrangements, 

the importance of which re-emerged recently to organize small scale farmers in 

developing countries in the wake of agricultural market liberalization. 
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Furthermore co-operative members are those farmers and/or individuals who participate in 

collective action in marketing their crops or goods and also participate in different 

activities like for example attending meetings and sell their produce in the co-operatives 

which they belong. 

 

2.2  Co-operative in Tanzania 

2.2.1  Current situation of co-operatives 

The trade liberalization in 1980’s led to some impacts to the co-operatives sector (Sizya, 

2001). First, co-operatives were in a weak position at the start of the trade reform process, 

and had no proper breathing space to adjust to cope with the change and these make 

private traders to take over most of their business. Furthermore there was little emphasis 

on co-operatives membership and also most of co-operatives lacked professional 

management where these problems led to some of co-operatives to operate as agents for 

private traders and not as marketer as it was before (BACAS, 2005). 

 

Today there are various forms of co-operatives in the country, which includes financial, 

agricultural marketing, dairy, fisheries, mining, housing, irrigation and industrial co-

operatives. The financial co-operatives especially SACCOS are the dominant form of co-

operatives in Tanzania and they account for 56% of the total members of the co-operative 

movement in Tanzania. These are followed by AMCOS (36%) and the remaining forms 

accounts for less than 10% (Sumelius et al., 2013). 

 

The co-operative sector in Tanzania is organized in a four-tier structure. Primary societies 

exist at the lowest, grass root level. The primary societies may form secondary societies 

(Unions), and the secondary societies may form tertiary societies (apexes). Finally, all 
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these co-operatives may belong to a fourth level, the Tanzania Co-operative Federation at 

the top (Banturaki, 2012).  

 

2.2.2  Coffee co-operative societies in Tanzania 

Currently the relevance of co-operatives unions to develop primary co-operatives faces a 

lot of difficulties since some of primary co-operatives do not sell their coffee to these co-

operatives unions (Banturaki, 2012).  

 

The inability of co-operative unions to satisfy the interests of their members (primary co-

operative societies) because of persistently performing traditional roles equally performed 

by primary co-operatives and also poor management, spear-headed by corruption, has led 

to dissatisfaction and frustration of members. Because of that, some primary co-operative 

societies have withdrawn from selling coffee through co-operative unions like KNCU 

(Ainebyona et al., 2011).  

 

These challenges gave rise to new joint ventures like G32. The G32 Kilimanjaro New Co-

operative Initiative was started in 2002/2003, it was formed by 32 primary societies which 

were once members of KNCU. But some of primary co-operatives are still members of 

KNCU due to their shares at KNCU and at the same time members of G32 (Sumelius et 

al., 2013). 

 

According to Sumelius et al. (2013), G32 can be considered as an example of a modern 

union structure, which does not deal with products directly. G32 act as the facilitator for 

guidance, education, training and knowledge management for the member of primary 

societies. Through the activities of the joint venture, primary societies are able to enter 

into competitive markets at reduced transaction costs. The primary societies concerned are 
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shareholders of the Co-operative Bank and they trade by the Warehouse Receipt System 

(WRS). Using the WRS they can access crop loans and pay their members promptly. G32 

does not handle any money nor does it handle physical commodities. The primary 

societies provide the coffee directly to the buyers themselves. The role of G32 is to 

supervise and advice on the trading process and issues pertaining to business negotiations.  

 

In general most of co-operatives which are still under KNCU for the case of Kilimanjaro, 

do not perform very well in coffee marketing compared to those which are under G32. 

Similarly, those primary co-operative societies that have remained selling coffee through 

co-operative unions have remained weak and members as well as the public have lost faith 

in them due to their poor performance that results from poor management (Sumelius et al., 

2013). 

 

2.3  Studies Associated with Co-operative Movements 

Muthyalu (2013), analyzed the factors influencing the participation of co-operative 

members in agricultural input and output marketing in Tigray Region of Adwa Woreda, 

Ethiopia, where simple percentage, descriptive and logit econometric model analysis were 

employed. The result showed that, the level of participation of the farmer members in the 

agricultural input and output marketing by co-operatives was significantly influenced by 

age, shareholding, distance of the co-operative office to the residential areas and change in 

standard of living attributed to their co-operative membership. 

 

Woldu et al. (2013) examined women’s participation in agricultural co-operatives in 

Ethiopia. Based on descriptive statistics and econometric analysis under a critical gender 

lens, the study noted that woman participation in the co-operative movement depends on 

the characteristics of the household, the nature and type of the co-operative and individual 
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characteristics. The study indicate that a major barrier to women’s participation in co-

operatives  include gender biases within households, communities, and co-operatives 

themselves that favor educated male household heads and land owners over resource-poor 

women. 

 

Gaudiose (2007) conducted a study to address the determinants of farmers’ membership 

status in co-operatives. It was noted that in Rwanda, the choice by the member affects the 

process of decisions regarding production and transaction structures. With probit 

estimations the results show famers become members of agricultural co-operatives aiming 

at increasing production and improving their incomes. Membership helps the farmer on 

security of accessing inputs, security of market for the produced coffee and security of 

income. Co-operatives are also sources of reliable and cheaper credit and these incentives 

have to be carefully devised in order to exclude non-members. 

 

Mbise (2007) analyses the coffee marketing system in Arumeru district, Tanzania. Using t 

test to compare transaction costs incurred by the user and non user of co-operatives in 

aspect of time taken to reach market, bargaining costs, time used to follow trader payment 

and amount spent in product delivery. The study observed that the transaction costs 

incurred by user and non user of co-operatives don’t differ significantly. 

 

Furthermore Mahmud (2008) analyzed the role of co-operatives in agricultural input 

output marketing in Eastern Zone, Tigray region. Using descriptive statistics, the study 

noted that members’ perception were negative on co-operatives towards achieving their 

objectives. The study reveals that, 39.5%, 56.2%, 53.7% and 62.4% of the total 

respondents disagreed that co-operatives were playing important role in achieving the 

price stabilization, market information dissemination, solving marketing problems of the 

members and rendering demand oriented services respectively. 
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Zarafshani et al. (2010) conducted a study to assess the success of agricultural production 

co-operatives (APCs) in western Iran. The main purpose of the study was to assess the rate 

of APCs’ success in Kermanshah province in Iran. Descriptive statistics was used whereby 

the results revealed that the members have positive attitude towards the APCs but were not 

very satisfied with the management of the APCs and the APCs were not successful in 

fulfilling members’ needs and aspirations. 

 

Mohamed (2004) assessed the role of agricultural co-operatives in agricultural 

development in Egypt by looking at the attitude of farmers towards agricultural co-

operatives. Descriptive statistics was used and results showed low percentage of farmers 

who had positive attitudes towards the agricultural co-operatives compared to those who 

had negative attitudes. It was noted that only 17.5 % of the farmers had positive attitudes 

towards co-operatives while 27.8 % had negative attitudes. 

 

2.4  Theoretical Framework 

Co-operatives have been changing during the last decades by structural reforms and 

adjustments to adapt to the changing economic environment of globalization and 

agricultural industrialization (Chaddad and Iliopoulos, 2013). With the restructuring of co-

operatives also some theories have been modified to analyze organizational and 

governance forms of institutions under the framework of the New Institutional Economics. 

Neoclassical economics considered co-operatives as a way of protection against market 

failure (Royer, 1999). 

 

The theory of New Institutional Economics proposed by North (1990) modified the neo-

classical theory of economics by relaxing the assumptions of perfect market conditions 

and retaining the fundamental assumption of scarcity and competition. It extended the neo-
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classical theory to address problems of uncertainties and incomplete information, also 

included the aspects of transaction costs, political economy, property rights, hierarchy and 

organization, and public choice (Kim and Mahoney, 2005).  A range of these constraints 

have limited smallholder participation in the agricultural market. Thus, transaction cost 

economics is very important for agricultural market analysis, since it can contribute in 

explaining the choice of contracts among farmers and traders (Kherallah et al., 2011). 

 

According to Poulton et al. (1998), transaction costs differ according to the way in which 

institutional arrangements or exchange is organized in terms of incentives, contracts and 

control regimes. In the market, such costs can include search and information costs 

incurred in determining the availability of the good on the market, the associated prices 

and bargaining costs to come to an acceptable agreement with the other party to the 

transaction. These costs may be so high that it may be difficult or impossible to arrive at a 

completely specified activity or goods which can be used for a market transaction. 

 

Furthermore Williamson (1998) as cited by Gaudiose (2007) distinguished three aspects of 

a transaction which influence the size and nature of transaction costs. These are asset 

specificity, uncertainty and frequency. 

 

2.4.1  Asset specificity 

This refers to the extent or degree to which an asset can be defined in terms of the fraction 

of its value that would be lost if it were excluded from its major use. Distinction can be 

made between site specificity, physical asset specificity, human asset specificity and brand 

name capital specificity, all these being attributes to asset specificity. 
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2.4.2  Uncertainty 

This includes possibilities or events which cannot be anticipated, or are difficult to 

anticipate or can be anticipated but at high cost. In addition, uncertainty also includes the 

sort of uncertainty where one party has information which the other lacks which lead to 

asymmetry of information. 

 

2.4.3  Frequency 

This indicates the intensity with which transactions are handled. With a low frequency, the 

costs per transaction may be relatively high and vice versa. The guarantee repetitiveness of 

transaction between the trade partners it can lead to low cost of transactions to be arranged 

since it creates trust between the partners. 

 

2.5  Conceptual Framework  

Through collective actions farmers are able to counterbalance the market power of their 

trading partners whereby these leads to more equitable and efficient market outcomes 

(Staatz, 1987). Also group formation is a source of empowerment where this group may 

be very strong to influence policy decision and increasing the efficiency of the economic 

system (Mattee et al., 1994). 

 

At present in the case of coffee marketing, traders compete with co-operatives in gaining a 

share of the coffee market whereby, co-operatives and traders present themselves as 

different governance structures in which farmers choose to operate (Gaudiose, 2007). The 

choice of market channel is determined by several factors such as; member’s demographic 

characteristics, price offered to a member, payment system, trust between a member and 

co-operatives or trader, provision of market information and also provision of inputs like 

fertilizer and pesticides (Gaudiose, 2007).  
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From the decision made by a member on the coffee market channel, there is also a need to 

look on the transaction costs which a member incurs by doing business with the selected 

channel. This is because transaction costs differ according to the institutions arrangement 

or in a way in which exchange is organized (Poulton et al., 1998). The suggested 

conceptual framework diagram is presented in Figure 1. 

 

 

 

Figure 1: Conceptual Framework (Researcher conceptualization) 

 

As figure 1 shows the way coffee marketing operates has direct impact towards the choice 

of marketing channel. The choice to be made is influenced by different factors like; 

member characteristics, access of inputs, coffee production, payment system, access of 

market information, trust between trade partners and average coffee price. Furthermore 

from the decision made by a member on which channel to use, there is also a need to look 

on the transaction costs since transaction costs differ from one channel to another (Poulton 

et al., 1998). Therefore under the consideration on how coffee marketing system operates, 

factors influence member’s choice and transactions costs, a member can come up with the 

final decision on which channel to use on coffee marketing. 
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2.6  Model Used in the Study 

2.6.1  SWOT analysis 

Strengths, Weaknesses, Opportunities and Threats (SWOT) analysis indicate a framework 

to identify and prioritize the business goals, and to further identify the strategies of 

achieving those goals (Nouri et al., 2008).  

 

According to Ommani (2011), SWOT analysis is a model that assesses what a business 

can and cannot do, as well as its potential opportunities and threats. The method of SWOT 

analysis is to take the information from an environmental analysis and separate it into 

internal environment (strengths and weaknesses) and external environment (opportunities 

and threats). Once this is done, SWOT analysis determines what may assist the 

firm/business in accomplishing its objectives, and what obstacles must be minimized or 

overcome to achieve the desired goals (Singh, 2010). 

 

Therefore this study used SWOT analysis since it will help to determines what to be done 

by the co-operatives in accomplishing their objectives on coffee marketing, and what 

obstacles must be minimized or overcome to achieve the desired results in co-operative 

movement and coffee marketing. 

 

2.6.2  Logistic regression model 

Logistic regression model is one among the models which are used for modeling binary 

outcomes. For example participate/not participate, member/non member. Some of the 

other popular model used for binary outcomes includes probit model, tobit model and 

discriminate analysis model (Thompson et al., 2009). This study used the logistic 

regression model due to the following strength of the model. 
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i. In logistic regression model there is less consensus on how best rank predictors 

unlike liner regression model where predictors are usually ranked by partial 

correlation (Thompson et al., 2009). 

ii. According Harrell (2001), under the consideration of the weakness of other binary 

models, probit lacks natural interpretation of the regression parameters and 

discriminate analysis assumes predictor variables are normally distributed and that 

variables jointly assume a multivariate normal distribution. These assumptions are 

often violated since many variables in regression analysis are dichotomous or 

discrete. In contrast the logistic regression model makes no assumptions about the 

variables distribution, that it is a direct probability model because it is stated in 

terms of Pr{Y = 1|X}. 
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CHAPTER THREE 

 

3.0 METHODOLOGY 

3.1 Description of the Study Area 

This outlines the features of the area where the study was conducted indicating its 

geographical location, climate, topography, demography and economic activities. 

 

3.1.1 Location 

The study was carried out in Rombo district in Kilimanjaro region. Rombo district was 

formed in 1972 under The Decentralization Policy in Tanzania and it is one of the six 

districts and one Municipal council (Moshi) of Kilimanjaro Region, Tanzania. The district 

is located in the Eastern slope of Mount Kilimanjaro and it covers a large portion of 

Mount Kilimanjaro whereby Mount Kilimanjaro is the highest mountain in Africa with 

5,895 meters high or 19 341 feet above sea level. The district has the advantage of being 

the host of the two peaks of Mount Kilimanjaro, Kibo and Mawenzi. 

 

Also Rombo district is located in Northern part of Tanzania between latitude 3° 6' 18" 

(3.105°) south, longitude 37° 32' 38.4" (37.544°) east. It is bordered to the North and East 

by United Republic of Kenya, to the West by the Hai district and to the South by Moshi 

rural district. The Rombo district map is presented in Figure 2. 
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Figure 2: The map of Rombo district  

Source: Rombo District Social-economic Profile Report (2013). 

 

3.1.2  Climate and topography 

The district is classified as tropical savanna but the climate varies considerably due to the 

influence of Mount Kilimanjaro. The district receives an average annual rainfall about 

500mm per annum. The rainfall pattern is bimodal and poorly distributed. Such 

unfavorable weather conditions limit the potential of the land to produce. Long rains 

(Masika) caused by the passage of the Inter- Tropical Convergence Zone (ITCZ) starts 
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from March to June and short rains (Vuli) caused by the Southward movement of the 

(ITCZ) starts from November up to December.   

 

3.1.3  Demography 

According to the 2012 census, the district population was 260 963, where 136 435 were 

females and 124 528 were males. The population is distributed in 5 divisions, 24 wards 

and 65 registered villages and this gives a population density of 471 per meter square. 

Land carrying capacity has been exceeded 7 people per hectare instead of approved 5 

people per hectare (Rombo District Social-economic Profile Report, 2013). 

 

3.1.4  Economic activities 

According to Rombo District Social-economic Profile Report (2013), the main economic 

activities practiced in Rombo district are agricultural activities. This carries about 90% of 

the total activities. 7% are the small business and 3% are the employed workers in 

different sectors. 

 

Rombo district has great potential land of 44 114 hectares for cultivation (Arable land), 

The area is potential for food and cash crops includes  banana, maize, sorghum, sweet 

potatoes, cassava and legumes; whereas cash crops include coffee  and fruits such as 

mangoes and avocadoes.  

 

3.2  Justification for Selecting the Study Area 

Due to the favorable climate in Kilimanjaro for coffee production and the fertile volcanic 

soils, the area produces one of the best Mild Arabica coffees with smooth and mild beans 

considered to be among the finest in Africa (Ruhweza et al., 2009).  
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Rombo district was purposefully selected because of its accessibility, potential for coffee 

production and the presence of many AMCOS (16 AMCOS). Most of these co-operatives 

perform very well in coffee marketing compared to others in Kilimanjaro region 

(Ainebyona et al., 2011). Also the main cash crop produced in Rombo district is coffee, 

where about 15 837 hectares of the arable land is under coffee intercropped and mixed 

with bananas and other crops like round potatoes, beans and cassava. Almost all the 

AMCOS in the study are their main business is coffee marketing. 

 

According to The Rombo District Social-economic Profile Report (2013), the number of 

membership in the co-operatives increases every year. By the year 2006 there were 4,201 

and in the year 2012 there were 10 845 members. The total number of members of the co-

operatives in Rombo was 37 340, where 26 345 are AMCOS members and 10 995 are 

industrial co-operatives members. 

 

3.3  Research Design 

The study employed case study research design. The design was chosen because it’s a 

fairly exhaustive method and has the ability to address the objectives of this study. 

According to Baxter et al. (2008), case study research design facilitates exploration of a 

phenomenon within its context using a variety of data sources. This approach ensures that 

the issue is not explored through one lens, but rather a variety of lenses which allows for 

multiple facets of the phenomenon to be revealed and understood. 

 

3.4  Sampling Procedures 

The study employed two stage sampling design. This approach was first used to select 

AMCOS which were used for the study, whereby four AMCOS were selected out of 

sixteen AMCOS that are found in Rombo district and then co-operatives members was 
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selected from which sample was drawn.  The population involved co-operatives members 

from selected areas. A sample size for co-operatives member respondents was determined 

by the equation 1 below: 

𝑛 =
𝑍𝛼

2⁄
2∗𝑃(1−𝑃)

𝑒2
    ………………………………………………………………….   (1) 

Where n= the total sample size, P= the proportion of co-operative members (in this case it 

was equal to 0.5 since we don’t know the proportion of those who are not co-operative 

members, e= the accepted level of error term. By applying this formula the total sample 

size was 382. However due to the fact that there was time and resource constraints; the 

sample size used was 200 respondents as presented in Table 1. 

 

Table 1: Selected co-operatives, total number of members and sample size   

Agricultural co-

operative name 

Number of co-operative members Sample size 

(3.2504%) Total  Male Female  

Mamsera AMCOS 2029 1262 867 66 

Mrau Keryo AMCOS 680 444 236 22 

Tarakea AMCOS 1987 1090 897 65 

Mashima AMCOS 1457 1400 57 47 

Total 6153 4196 2057 200 

 

The snowball sampling technique was used to obtain interviewees and in the data 

collection exercise four enumerator was involved. A hamlet leader introduces an 

enumerator to the first interviewee, and then the first interviewee introduces the 

enumerator to the next interviewee. The process continued until the exercise of data 

collection was completed, also in other co-operatives they were conducting annual general 

meeting therefore enumerators interviewed members before and after the meeting. 

 

3.5  Source of Data 

3.5.1  Primary data 

The preliminary data were collected through structured questionnaires. These data were 

collected from coffee growers who are co-operatives members, and it was collected from 
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April to May 2016. Data were collected specifically on social-economic aspects of the 

sampled coffee farmers, coffee production and marketing issues. 

 

3.5.2  Secondary data 

Secondary data on different statistics of coffee production and marketing were obtained 

from co-operatives officer (Rombo district co-operative officer), TaCRI, TCB, and also 

from curing company Rafiki coffee Limited.  

 

These secondary data was obtained from different reports and/or documents of the 

selected sources (Institutions/Organizations) whereby these data was useful to provide 

official statistics which was collected by them for different purposes. These data were 

easily obtainable, comprehensive and cover long periods of time which shows different 

trends in coffee activities. Although not all secondary data was useful for this particular 

study then there was a need for evaluating the quality of the information by taking into 

consideration, the original purpose of the data collected, date of publication, intended 

audience and the coverage of the report or document. 

 

3.6  Data Collection Procedures 

Structured questionnaires were administered to collect primary data from coffee farmers 

who are the member’s of co-operatives and the questionnaires were filled with the help of 

researcher. Before administration of the questionnaires to coffee farmers, training to 

farmers was conducted so that they can be familiar with the respected questions in the 

questionnaires. 

 

3.7  Data Analysis 

3.7.1    SWOT analysis 

SWOT analysis is a tool that helps to evaluate the internal and external environment of 

any business enterprise (USDA, 2008). A  SWOT analysis can help to gain insights into 
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the past and think of possible solutions to existing or potential problems, either for an 

existing business or for a new venture (Nouri et al., 2008). In this study SWOT analysis 

was used to analyze the internal and external environment of co-operatives movement in 

coffee marketing through the following steps; 

i. List factors. First step the list of internal factors (Strength and Weakness) and 

external factors (Opportunities and Threats) was designed.  

ii. Assign weights. Weight was assigned to each factor whereby the value of each 

weight was between 0 and 1, zero means the factor is not important while 1 means 

the factor is the most influential and critical and therefore the total value of all 

weights put together should be equal to 1.  

iii. Ratings. The rating scale used was 1 to 4.  The ratings in internal matrix refer to 

how strong or weak each factor is in co-operatives. The factor represents a major 

strength (rating =4), a minor strength (rating =3), a minor weakness (rating =2) and 

a major weakness (rating =1). The ratings in external matrix refer to how 

effectively co-operatives current strategy responds to the opportunities and threats, 

therefore the rate was gives as follows; the response is poor (rating=1), the 

response is below average (rating=2), the response is above average (rating=3), 

superior response (rating=4). This was done by the respondents basing on their 

observation about the listed factors. 

iv. Since the respondents can give different rates on the same factor then, the final 

rates on specific factor was given by a researcher based on the highest frequency. 

For example; if most of the respondents gave rates of 2 than 1 in a particular factor 

then 2 will be taken as the rate of that particular factor. 

v. Factor weight was multiplied by its rating in order to calculate the weighted score 

and then all the weighted scores of each factor were added to get the total weighted 
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score from internal matrix and external matrix. The sum of those scores can range 

from 4 (outstanding/strong) to 1 (poor/weak), with 2.5 as the average. 

 

3.7.2  Descriptive analysis 

Descriptive assessments were employed whereby the use of percentage, mean and 

standard deviation was used to describe the characteristics and trends of some data and 

information.  

 

Furthermore cross tabulation technique was used to asses if decision on market channel 

differs between demographic and social characteristics. 

 

3.7.3  Quantitative analysis 

In order to test the hypotheses on factors influence co-operative member’s choice of coffee 

marketing channels and transaction costs incurred by the user and non-user of AMCOS in 

coffee marketing, the logistic regression model and the independent sample t test was used 

respectively. 

 

3.7.3.1    Logistic regression model 

For a choice of coffee market channel Logistic regression model was used to determine 

factors that influence member’s choice in the coffee market channels. Some of the 

household characteristics and transaction cost factors were taken to represent the 

independent variables influencing the decision of a member to sell their coffee to co-

operative or not (non co-operative uses). The model has the form: 

Pro {p/ (1-p)} = Z = ά + ΣβnXn + Ɛ ……………………………………………………. (2) 
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Where: 

Z =  Vectors of probabilities of marketing choice (1=                             

Co-operative user and 0= Non co-operative user) 

Xn =     is a vector of independent variables  

Age =     Age of household (years) 

Education =  Level education of household (number of years spent in 

school) 

Access to inputs = [1= Yes (if inputs were obtained), 0= No (if inputs were not 

obtained)] 

Coffee production =   Quantity of coffee produced in Kilograms 

Payment system =   Payment on selling coffee (1= if payment is done once,  

0 = if payment is not done once)  

Access to information =  Information about coffee market prices [1= Yes  

(if information were obtained), 0= No (if information were 

not obtained)] 

Trust =  Trust which exist between buyer and seller [1= Yes (if a 

seller trust a buyer), 0= No (if a seller does not trust a 

buyer)] 

Price =    Average coffee price per Kilogram in Tanzanian shillings 

ά =     Intercept or constant term 

β =     Regression coefficient explaining importance of variables 

ε =     Disturbance term 

 

3.7.3.2    Description of depended variable 

From the study area only two choices of marketing channels were open to a member either 

to sell coffee to co-operative or private traders. Co-operatives (D=1) and private traders 

(D=0) was thus the dependent variable of the model.  
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3.7.3.3    Description of independent variables of the regression analysis 

a) Age of household 

According to Mukwenda (2005), age is one among the important variable in deciding 

which market channel to use. A member who is more aged is more likely to choose co-

operative and this is supported by Muthyalu (2013), who noted that age is one among the 

factors which influence participation of the farmer members in the agricultural input and 

output marketing. Therefore the variable was expected to have a positive sign in the 

relationship. 

 

b) Education 

A member who is more educated is more likely to have a good interpretation about the 

market channels. That is a member is expected to be interested much in co-operatives 

since it is expected a farmer can understand much the importance of collective action as it 

increases bargaining power which leads to obtain better price in the market.  Therefore 

education was expected to have a positive sign. 

 

c) Access to inputs 

A member who obtains inputs for agricultural activities from co-operatives is expected to 

opt for co-operatives since co-operatives provide the services which a member needs for 

its production of coffee. Therefore it was expected to have a positive sign. 

 

d) Coffee production 

The more the quantity of coffee produced by a member in a particular cropping season 

facilitate a member to opt for co-operatives since it would be easy to manage sales through 

co-operatives than private traders. The expected sign was positive. 
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e) Payment system 

Through selling coffee a member can be paid the full amount at once (private traders) or 

paid a certain amount then when the coffee is taken into auction and obtain better price 

then a member can obtain second payment (co-operatives). Under consideration of time 

value of money that, money today is worth more than tomorrow a member will opt for 

channel which provides full amount at once. Therefore the expected sign was negative. 

 

f) Access to market information 

A member will likely to opt for the channel which provides better information about 

coffee market price since the more the accessibility of information about coffee prices the 

more the participation in a particular market channel. This was expected to have a positive 

sign. 

 

g) Trust 

The more a seller trust a buyer uncertainty can be reduced. A member will opt for a 

channel which there is high degree of trust. The expected sign for this was expected to be 

positive. 

 

h) Average coffee  price 

A member will opt for a channel which offers the higher price on selling coffee per one 

kilogram of coffee, so the negative sign was expected. 

 

3.7.3.4    Independent sample T-test 

According to Harrell (2001), the t test assess whether the means of two conditions, or 

groups, are statistically different from one other. It’s a powerful tests used on data that is 

parametric and normally distributed. Furthermore it’s very useful for analyzing when 

making simple comparisons between levels of independent variable.  
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For the comparison of transaction costs between the user and non user of AMCOS the 

independent sample t test was used to determine if the AMCOS reduce transaction cost or 

not. The test variables which used to measure transaction cost includes; cost of reaching to 

the market place, product delivery cost to the market, average selling price of coffee and 

payment follow-up cost. Both costs were used in Tanzanian shillings. 

 

3.7.4    Analysis tools 

On this study data was analyzed through the use of software’s know as; Statistical Package 

for Social Sciences (SPSS) version 20 and Microsoft office excel 2007 so as to obtain 

statistics required for interpretation. 

 

3.8  Limitation of the Data 

The limitation of the study was mainly in data collection, this involves data availability 

and transparency of respondents. Most of member’s do not keep farm records so the 

respondents depend most on memories and also some of the transaction are done informal 

therefore such information’s can hardly be fully reliable. 

 

These problems were minimized through giving education to the respondent before 

answering the questions so that a respondent can be free to give out detailed information 

and assured that the information gathered will be for academic purposes that why there is 

no need to write their names on questionnaire. 
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CHAPTER FOUR 

 

4.0 RESULTS AND DISCUSSION 

4.1  Overview 

This chapter presents the findings of the study and these findings are governed by the 

specific objectives of the study. The findings are both quantitative and qualitative. This 

chapter starts by presenting the market structure of coffee marketing and SWOT analysis 

of AMCOS in coffee marketing, followed by the result from cross tabulation of different 

variables and logistic regression analysis results of factors that influence member’s choice 

in the coffee market channel and then the results from independent sample t test. 

 

4.2  Description of Coffee Marketing System in Rombo District 

4.2.1  Coffee production and processing 

In Rombo district all the co-operative members grows some of the world’s finest Mild 

Arabica coffee and most of the growers are smallholder farmers. Out of the 200 

respondents 114 (57%) of the coffee is grown by small holder on average holdings of 0.1 

to 1.0 hectare and 108 (54%) of respondents produce about 1 to 50 kilogram per one 

cropping season. 

 

Coffee is harvested by picking up ripe cherries (red in colour) which is usually done by 

hand and done by the farmers themselves. After harvesting the ripe cherries must be 

processed immediately so as to ensure better quality of the coffee product. Coffee 

harvesting comprises harvesting the ripe cherries up to when they are sold to co-operative, 

followed by further processing and grading. The processing and grading of the coffee is 

done through curing companies and Tanzania Coffee Board (TCB). 
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The processing form harvesting up to when the coffee is sold to co-operatives involves the 

following process; first removal of the cherries outer skin, which is mostly done through 

the use of hand puplers (Figure 3). Secondly the pulped coffee is fermented for at least 3 

days and then it washed to clear-off the pulp so that the parchment coffee is left, then after 

all these the parchment coffee is sun-dried for at least 10 to 14 days. After all these 

process then a farmer can sell the coffee to co-operatives then further processing will be 

done. 

 

Before trade liberalization co-operatives established centralized pupling services to control 

the whole processing as a way to ensure better quality of coffee, but current there is no 

such services in the study area since most of these stations they are no longer existed as a 

result of high operating cost and poor management. Most of co-operative currently 

purchase dry coffee from farmers which are already processed up to a level of parchment 

coffee. The reasons given out by the co-operative management personnel for abandoning 

the previous arrangement include the problem of water at the pulpery stations and the 

activity was labour intensive the co-operatives could not handle. 

 

 

   

Figure 3: Coffee pulping machine and cross section of coffee bean 
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4.2.2  Actors in coffee market 

There are number of different actors who are involved in the coffee marketing process that 

is, from when the coffee is harvested up to when the coffee is exported. The actors in this 

process include; farmers, AMCOS, private traders, Kilimanjaro Co-operative Bank 

Limited (KCBL), curing companies, Tanzania Coffee Board and finally exporters. The 

roles and activities performed by the aforementioned actors are as described below: 

 

4.2.2.1    Farmers 

These are the ones who produce coffee at first stage. However in other districts there are 

some estates but 99% of the farmers in Rombo district are small scale farmers. They are 

doing on farm processing which involves picking, pulping, fermenting, washing and 

drying. After the coffee has reached the stage of parchment coffee then the farmers can 

sell their coffee to AMCOS or to private traders. 

 

4.2.2.2    AMCOS 

AMCOS for the case of the study area can be grouped into three categories namely, co-

operatives that are under KNCU, co-operatives that are under G32 and independent 

primary co-operatives. However there are some co-operatives which are both under 

KNCU and G32. 

 

a) Co-operatives under KNCU 

KNCU is a secondary coffee co-operative in Kilimanjaro region and it is the oldest 

agricultural co-operative union in Africa as it was registered in 1924 (Ainebyona et al., 

2011). It was once made up 96 primary co-operatives but currently most of co-operatives 

have joined G32 and few co-operatives remained under KNCU although the total number 

is not well known. The reason behind the decision by some of the co-operatives to join 
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G32 was failure by KNCU to fulfill some of the obligations like the failure to pay society 

levy on time (Sumelius et al., 2013). 

 

Some of co-operatives are both members of KNCU as well as G32. This is because of 

their shares in KNCU thus cancellation of membership at once would lead to loosing their 

shares and rights in KNCU. For example Mrau Keryo primary co-operative is both a 

member of KNCU and G32. Based on the respondents views those co-operatives which 

are still under KNCU did not perform well compared to those which are under G32 and 

Independent primary co-operatives. 

 

b) Co-operatives under G32 

Almost all the co-operatives which are the currently members of G32 were once members 

of KNCU. Under G32 these co-operatives obtain more services compared to those under 

KNCU umbrella such as members getting their payment in time. From this study, farmers 

who are members of co-operatives under G32 have received their subsidies for the 

2014/15 cropping season while those who are under KNCU are yet to be paid. Also G32 

participate in the Japan Coffee Trade Fair, hence possibilities of receiving fair deal in 

coffee prices. This gives a room to AMCOS to participate directly in the international 

coffee marketing rather than depending only on Moshi coffee auction. 

 

c) Independent primary co-operatives 

During the current study, it was noted that there is only one independent primary co-

operative namely, Mamsera primary co-operative. This is one among the best primary co-

operative in Rombo district. It consists of more than 2,000 members and more than 1,000 

farmers who are not members but sell their coffee at this co-operative. 
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One of the advantages which this co-operative has compared to others is that; it has a 

foreign account. Since in the coffee auction at Moshi and the coffee trade transactions are 

done through the US dollar then this co-operative gets its full amount compared to the 

other co-operatives which receive their payments after the currency exchange transaction 

have been done by TCB, an exercise which may take days hence some delays in payment 

of the farmer. Also Mamsera primary co-operative does not depend only on coffee sales 

like other co-operatives but has other business undertakings like selling building materials 

like concrete blocks, cement and paints. 

 

4.2.2.3    Private traders 

These are buyers who buy coffee directly from farmers and/or members. These private 

trades in the coffee marketing chain in Rombo district are not that popular and many of 

their clients are members of the other categories of co-operative societies. From the 

current study it was noted that out of the 200 respondents, 33 (16.5%) sell their coffee to 

private buyers and 167 (83.5%) sell their coffee to the aforementioned co-operatives.  

 

Also some of the farmers act as they are private traders then they buy coffee from other 

farmers and obtain more quantity of coffee as much as they can. After buying from other 

famers they combine what they bought and what they have produced by themselves then 

they take the whole quantity to sell to co-operative by expecting to get more payment from 

co-operatives when things goes well in the auction at Moshi since co-operatives have a 

system of second payment as it will be explained more in the second objective. 

 

After the coffee has been collected by the various co-operatives and/or private traders the 

coffee is graded, packed and then transported to curing factories for further processing. 
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4.2.2.4    Kilimanjaro Co-operative Bank Limited (KCBL) 

This is the bank which was established by the co-operatives societies in Kilimanjaro 

region. KCBL was registered as a co-operative society under the provision of the Co-

operative Society Act 1991. This bank was established because co-operatives societies 

were not accessing the financial services offered by the existing commercial banks in the 

region in that particular time (Sumelius et al., 2013). 

 

The shareholders of the KCBL are registered as co-operative societies, shareholding is 

limited to co-operatives but other services are open to the public like any other 

commercial bank. This bank gives member co-operative societies better services like low 

interests on loans and higher interests on deposit compared to other clients who are not 

shareholders. 

 

Loans given to the co-operatives societies by KCBL are purposely used for the purchase 

of coffee from the farmers. Therefore the co-operatives have to set targets on quantity of 

coffee they are expected to be purchased from farmers within a particular cropping season. 

Through these targets the co-operatives request for loans from KCBL. The repayment of 

loans is after the coffee has been sold in the auction or to the exporter. 

 

4.2.2.5    Curing factories 

The curing factories serve as the second processing unit in the coffee marketing chain. 

These curing factories are involved in standardizing, curing, grading, packing and storing 

of coffee. The cured coffee remains under the ownership of the co-operatives. The coffee 

remains in the curing warehouses until it is sampled, tested and blended with other coffee 

based on instruction from TCB. At this stage growers tend to loose control over their 

coffee when it enters into the curing factory. Some of the curing factories which work with 
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co-operatives from the study area include; Rafiki Coffee Limited, Gourmet Coffee Ltd 

whereby these two are private owned and Tanganyika Coffee Curing Company (TCCCO) 

which is owned by co-operative societies. 

 

4.2.2.6    Tanzania Coffee Board (TCB) 

TCB is the government organ which was established by Coffee Industry Act No. 23 of 

2001. The main function of TCB is to regulate the coffee industry in Tanzania and advice 

the government on all matters related to coffee within and outside the country (TCB, 

2012). 

 

TCB is responsible for coffee grading, quality control, maintenance, issuing licenses, 

preparation for auction and auctioning (Figure 4). It also has the responsibility for the 

packing of the coffee export based on International Coffee Organization (ICO) weights. 

Almost all the coffee which is produced in Tanzania is exported and some of the coffee is 

marketed through the Moshi coffee auction and some through direct exporters like G32 

but both are under the control of TCB. 

 

 

Figure 4: Coffee grading and auction at Moshi-Kahawa house 
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4.2.2.7    Exporters 

The exporters are the one buy coffees from the auction and/or co-operatives, documenting, 

communicating with external buyers, transporting to the port, arranging all necessary 

information and documents for shipping. 

 

From the current study it has been noted that the G32 is the one involved in the coffee 

export through fair trade arrangements. The G32 exports coffee directly to the Japanese 

buyer without going to the coffee auction in Moshi. Each primary co-operatives under the 

umbrella of the G32 receive a social premium which the Japanese buyers pay and on the 

final price the co-operatives receives approximately USD/kg 1.8 and in addition a USD/kg 

0.15 social premium. According to USDA (2012), Japanese coffee importers buy about 

50% of Tanzanian Arabica coffee bean. The coffee marketing channel and its actors is 

summarized as shown in Figure 5. 

 
Figure 5: Coffee marketing channel 
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4.2.3  Coffee auction 

The coffee auction is where the coffee in Tanzania sold to different buyers usually 

international buyers thus is a window of coffee export in Tanzania. The coffee auction is 

conducted in every Thursday at Kahawa House Moshi, Kilimanjaro Tanzania, TaCRI 

(2015). The coffee auction at Moshi includes all the coffee types that are produced in 

Tanzania. 

 

From the study it has been observed that, the coffee auction system is believed to have 

some advantages such as obtaining better prices and also better control over exports on 

coffee marketing. But on other side it has some constraints of delay between the time 

when the coffee is bought from the producer (farm gate price) and the time when it is 

actually sold and paid in the auctions. These create serious price risks to coffee buyers 

from the farmers (Co-operative and private traders) because of the price volatility in the 

international coffee market and also uncertainty on the final price after auction. 

 

4.2.3.1   Mild Arabica coffee sales 

It has been observed over the past decade coffee sales have been quite volatile, that is 

fluctuating from time to time. In 2009/10 there was a huge drop in coffee sales by almost 

40.4%. Also in the past two years (2013/14 and 2014/15) coffee sales dropped by 15% and 

14% respectively as compared to the previous sales of 2012/13 (Appendix 2 and 3). The 

fall in sales was due to low quality of the coffee attributed to mixing coffee beans of 

different quality and unfavorable climatic conditions contributed to low production of 

coffee from farmers. The variations in the coffee sales for the period 2005 to 2015 are as 

shown in Figure 6. 
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Figure 6: Mild Arabica coffee sales from 2005/6 up to 2014/15 cropping season 

 

4.2.3.2   Average price of Mild Arabica coffee 

The price of coffee depend on the production levels, quality and volatility of the coffee 

prices on the international market for example, price from Brazil who are the main 

producer of the Mild Arabica coffee have great impact in the international market. Figure 

7 shows the trends in the coffee prices for Mild Arabica, Hard Arabica and Robusta. The 

high price in 2011/12 cropping season could be attributed to the fall in Mild Arabica 

coffee production while the demand was high hence increase in price. 

 

The study also observed that Moshi coffee auction appears to be an efficient pricing 

mechanism since the realized prices move in accordance with the New York Board of 

Trade futures prices that control the price of coffee as shown in Figure 8 (Appendix 4). 

The reasons contribute to efficient pricing mechanizing by the Moshi coffee auction is the 

quality and type of coffee produced (World’s finest Mild Arabica coffee) which have high 

demand in the international market. The price of coffee differs according to their grades 

(Appendix 5). The price from the New York terminal is expected to be lower than the 
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Moshi price when there is an abundance of supply of coffee from Brazil who is the 

greatest coffee producer and also when coffee beans sold at Moshi auction is of better 

quality. 

 

 
Figure 7: Average prices of Mild Arabica coffee, Hard Arabica and Robusta 

 

 

Figure 8: New York terminal market price trends against Moshi coffee auction       
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4.2.4  Application of SWOT analysis to evaluate the internal and external factors of 

 co-operatives in coffee marketing  

At this phase of the study internal (strength and weakness) and external (opportunities and 

threats) factors that affected the development of co-operatives in the coffee marketing 

were evaluated. Based on the members’ views each item was evaluated. Each item was 

ranked according to their impact towards co-operatives. The study uses the internal and 

external factors evaluation matrix. 

 

4.2.4.1    Internal factor evaluation (IFE) matrix 

Internal factor evaluation (IFE) matrix is a strategic management tool which is used for 

evaluating strengths and weaknesses in functional areas of a business (Ommani, 2011). 

The results from the IFE matrix are as shown in Table 2. 

 

Table 2: Internal factor evaluation (IFE) matrix 

Internal factors Weight Rating Weighted score 

Strengths    

Type of coffee produced 0.15 4 0.6 

KCBL 0.15 4 0.6 

Arable land 0.1 3 0.3 

Members commitment to their co-operatives 0.15 4 0.6 

Total  0.55  2.1 

Weakness    

Age of coffee trees 0.1 1 0.1 

Extension services 0.05 2 0.1 

Curing loses 0.05 2 0.1 

Foreign currency accounts 0.1 1 0.1 

Education level of the AMCOS leaders 0.15 2 0.3 

Total 0.45  0.7 

Total weighted score 1  2.8 
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From the Table 2, it has been observed that the total weighted score of the internal analysis 

is 2.8 which is above 2.5 as the average score. This means the co-operatives are internally 

strong, that is they are quiet good to use their strengths to minimize the possible negative 

effect of the internal weakness. Each factor is described in details as follows; 

 

4.2.4.1.1   Strength 

The strength of the co-operative in the development of coffee marketing in the study area 

include, type of coffee produced, KCBL, arable land and members commitment to their 

co-operatives.  

 

 Type of coffee produced 

Rombo district is one among the areas where the world’s finest Mild Arabica coffee is 

produced TCB (2012). As the demand of this type of coffee is higher compared to other 

types of coffee there is assurance of market provided that high and best quality of the 

coffee is taken onboard, this makes Mild Arabica coffee to fetch higher price in the world 

coffee market. For example in 2014/15 cropping season the average price of Mild Arabica 

coffee was 204.39 USD/50kg, Hard Arabica coffee 143.22 USD/50kg and Robusta Coffee 

100.7 USD/50kg (Appendix 2). The price differentials are attributed to the quality and 

uses of the coffee that is, this type of coffee accounts for the good performance, 

profitability, consumption and sustainability of the co-operatives in Rombo district. 

 

 KCBL 

This bank was formed for the main purpose of helping co-operatives to acquire loans for 

the purchase of the coffee from co-operatives members and finance other activities 

pertaining to coffee production. However the KCBL is involve in other activities like 

those undertaken by commercial banks. The main shareholders in the KCBL are the co-
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operative societies, as shareholders the co-operative societies are directly involved in the 

management of the bank. Therefore KCBL provide a great support towards the 

development of co-operatives in Rombo district. 

 

 Arable land 

According to Rombo District Social-economic Profile Report (2013), the district has a 

total area of 144 000 Ha whereby 44 144 Ha (30.7% of the total area) is for cultivation 

(arable land). From this arable land there are about 15 837 Ha (36% of the arable land) for 

coffee production while the remains area is used for other food and cash crops like banana, 

maize, sorghum, sweet cassava and legumes. This shows the large portion of the arable 

land is used for coffee production and also the volcanic soil facilitate the production for  

coffee production. The arable land attributes to the best quality and quantity of coffee 

produced from the farmers and accounts for the sustainability of co-operatives in coffee 

marketing. 

 

 Member commitment to their co-operatives 

From the current study it was noted that most of the co-operatives members are royal to 

their co-operatives, that they sell their produce to co-operatives than using other channels. 

Out of the 200 respondents 167 (83.5%) sell their coffee to co-operatives while only 33 

(16.5%) sell their coffee to private trader. This shows member are very serious to ensure 

the good performance, profitability and sustainability of their co-operatives also long 

tradition of coffee growing and excellent know how on co-operatives importance’s makes 

members to support their co-operative societies. 

 

4.2.4.1.2   Weakness 

Weakness that’s affects co-operatives development in coffee marketing includes aging of 

the coffee trees, inadequate extension services, coffee losses during the curing process, 

lack of foreign accounts and low education level of co-operatives leaders.  
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 Age of coffee tree 

It is usually considered that when a coffee tree passes the age of 20 to 25 years it becomes 

economically unprofitable (TCB, 2012). Out of 200 respondents from the study area 47 

(23.5 %) have planted new coffee trees for the past ten years while 153 (76.5%) have not 

planted new coffee trees. This shows that most of the farmers have very old trees (> 25 

years old) on their farms. The effects of the ages of the coffee trees has recent been 

reflected in the quality of the coffee beans and reduced production. This has seriously 

affected the livelihood of the farmers. 

 

The efforts by the co-operatives to sustain the coffee production in Rombo district include 

attempts by the co-operatives to sensitize members to replace the old trees by new 

improved coffee trees. This initiative has been taken upon by only one co-operative 

(Mamsera AMCOS) by providing new coffee trees to the members. It is anticipated that 

other co-operatives societies will follow suit. Figure 9 gives more information. 

 

 

Figure 9: A note showing provision of new coffee plants from Mamsera AMCOS 
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 Extension services 

Extension services in coffee production are essential for enhanced and sustainable coffee 

production and quality assurances. From the current study, only 13.5% of the 200 

members interviewed receive extension services while the remaining 86.5% depend solely 

on their experience in coffee farming. The lack of extension services in coffee production 

has been caused by poor organization of the extension department in the Ministry of 

Agriculture. The lack of extension services has led into improper use of coffee production, 

inputs and adoption of improper agronomic practices. This has led into increases in 

diseases and pests, hence reduced productivity and quality of the coffee. 

 

To arrest the declining interest in the members mindset in coffee production establishment 

of “Shamba darasa” (Figure 10, model coffee farms) by co-operatives societies would be 

the appropriate approach and strategy.  Lack of extension services in coffee production has 

led farmers to ignore the coffee and opted for the intensive cultivation of bananas and 

other crops. 

 

 

Figure 10: Co-operative farm for training services (model coffee farm) in Keryo 

AMCOS 
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 Curing loses 

The large amount coffee loses during the coffee curing process have great impact toward 

the quantity of coffee remain after the process of curing. These losses have been attributed 

in TCCCO due to the use of very old coffee curing processing machines as well as poor 

management of the curing activities. TCCCO which is curing company owned by co-

operative societies has therefore been abounded by some co-operatives who opted to 

engage private curing companies like Rafiki Coffee Ltd, Gourmet Coffee Ltd and other for 

curing their coffee. Coffee losses in these private coffee curing companies are minimal, 

but somehow their services are expensive compared to those of TCCCO. 

 

 Foreign currency accounts 

Most of the co-operatives societies in Rombo district don’t have foreign currency 

accounts. Any business that involves foreign currency receipts or has foreign currency 

payments on regular basis may require a foreign currency account. This is very vital thing 

since it provides better security against exchange rate fluctuations and also easy and quick 

transfer in multiple currencies which gives a room for greater flexibility over business 

finances.  

 

Coffee is sold in US dollar in the Moshi coffee auction and also to the exporters, so it will 

be better for co-operatives to have foreign currency accounts. In the study area only one 

co-operative (Mamsera AMCOS) out of the four co-operatives investigated has foreign 

currency account. This makes Mamsera AMCOS to receive their money or cash in terms 

of the US dollar directly deposited in their account. This financial transaction enables 

Mamsera AMCOS to convert the US dollar to TZS when the exchange rate is high or 

favorable. Those co-operatives who do not have such accounts have to wait for the 
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exchange thus causing some delays of the transfer of the money in TZS to the respective 

co-operatives.  

 

Further the conversion of the US dollar to TZS might be done when the exchange rate is 

not that good, hence some financial losses to the co-operatives. It is suggested that co-

operatives should open foreign currency accounts so as to facilitate and enhance their 

financial transaction. 

 

 Education level of AMCOS leaders 

Most of the leaders in co-operatives societies in Rombo district have secondary level of 

education. The study noted that out of 20 leaders from all co-operatives’ (5 from each co-

operative) 16 (80%) have secondary education while 4 (20%) have university level 

education. It is suggested that co-operatives should make a clear attention to this so as to 

ensure educated people leads their co-operatives, this will have advantage on planning, 

decision making and management of co-operatives activities in a best way to ensure better 

performance and sustainability of co-operative societies. Co-operatives in the study have 

an advantage of obtaining co-operatives education and training since it is given at Moshi 

Co-operative University (MOCU) which is located at Moshi municipal. 

 

4.2.4.2    External factor evaluation (EFE) matrix 

External factor evaluation (EFE) matrix is a strategic-management tool which is often 

used to visualize and prioritize the opportunities and threats that a business is facing 

(Ommani, 2011). The results from the EFE matrix are as shown in Table 3. 
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Table 3: External factor evaluation (EFE) matrix 

External factors Weight Rating Weighted score 

Opportunities     

Local government support 0.1 4 0.4 

UTZ certified program 0.15 3 0.45 

Diversification 0.15 1 0.15 

Co-operative Reform and Modernization 

Program 

0.1 2 0.2 

Total  0.5  1.2 

Threats     

Climate change 0.15 2 0.3 

Coffee price volatility 0.15 2 0.3 

Cost of production 0.15 2 0.3 

Competition 0.05 4 0.2 

Total 0.5  1.1 

Total weighted score 1  2.3 

 

From Table 3, it has been observed that the total weighted score of the external analysis is 

2.3 and this is below the average score of 2.5. This means the co-operatives current 

strategies does not respond well to making use of the external opportunities to minimize 

the possible negative effects of the external threats. Each factor is described in details as 

follows; 

 

4.2.4.2.1   Opportunities 

There are number of opportunities through which the co-operative movements or societies 

in Rombo district can enjoy, hence improve and sustain their existence in the current free 

trade and trade globalization where price, demand, quality is the norm. Such opportunities 

include; 
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 Support from local government 

In Rombo district, the local government authorities contribute significant to the growth, 

development and sustainability of the co-operative societies by encouraging the coffee 

farmers to become effective members of the co-operatives and sell their coffee to the co-

operatives.  

 

The intervention by local government authorities in Rombo district in particular, is 

manifested in the minimal of private coffee buyers and the challenge they face in the 

coffee marketing chain. The private coffee buyers in Rombo district operate under cover, 

hence not officially recognizes as partners and players in the co-operatives movement and 

enterprise in Rombo district. Some of the coffee bought by the private buyers is smuggled 

into Kenya where it sold at very high price. However based on the policy of the free trade 

and trade liberalization, the co-operative movements are facing many challenges which 

threaten their existence or survival. 

 

 UTZ certified program 

Co-operatives in study area are struggling to obtain certificate of UTZ. UTZ certified 

progam is the largest certification program in the world for sustainable coffee. This 

program has its code of conduct which involves farm management, environment and 

human care and other codes. A company or organization will obtain this certificate when it 

complies with these codes of conduct (TCB, 2012).  

 

The issuance and possession of UTZ certificate has led to increase the demand of 

respective co-operative society coffee because of the assurance that the coffee will be of 

high quality. The UTZ logo (Figure 11) on a product means that the co-operatives support 

sustainable farming. It was noted that out of four co-operatives selected in the study only 
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two (Tarakea and Mamsera AMCOS) have obtain this certificate; It therefore, follows that 

applications hence they are assured of markets for their coffee. Possession of logo by the 

other co-operatives will in most cases boost coffee production as the market will be there 

and high prices of the coffee.   

   

Figure 11: UTZ certificate logo 

 

 Diversification  

Almost all the AMCOS in the study area depend solely on coffee as a cash crop, 

consequently face financial problems when coffee markets underperform and prices go 

down. To take care of the bad years in the coffee production in Rombo district, 

intensification of the coffee-banana mixed cropping has been given unprecedented 

consideration and attention. This is because of current the banana crop is a food, beverage 

and cash crop. Currently a bunch of banana fetches between TZS 10 000 -18 000 and the 

demand is very high both within Tanzania and neighbors, Kenya (Figure 12). The 

AMCOS could therefore improve income hence the financial status of her members by 

proper coordination and management of coffee-banana mixed and cropping systems. The 

AMCOS should further be involved in the marketing of bananas and look for ways of 

increasing and sustain the shelf-life of the banana. The AMCOS should go further by 

introducing high priced annual crops in the coffee farming system. This will spread the 

risk where the coffee markets and prices slump. 
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Figure 12: Banana marketing at Mwika, Rombo district 

 

 Co-operative Reform and Modernization Program 

The Presidential Special Committee on the Revival, Strengthening and Development of 

Cooperatives in Tanzania of 2000 comes up with the New Cooperative Development 

Policy of 2002. This led to the preparation of a Cooperative Reform and Modernization 

Program (CRMP). The general objective of the CRMP was to initiate a comprehensive 

transformation of co-operatives to become organizations which are member owned and 

controlled, competitive, viable, sustainable and with capability of fulfilling members’ 

economic and social needs (URT, 2005). 

 

However it has been observed from the study that, out of 200 members only 64 (32 %) 

was aware about this program. This shows that although the program was a vital tool for 

the development and sustainability of co-operative societies it was not properly designed 

for the co-operative members. The program lasted for ten years (2005-2015). If it was 

properly implemented it could have taken the co-operative societies to the next stage. 

 

4.2.4.2.2   Threats 

The threats that may affect the development of co-operatives in coffee marketing include; 

climate change, coffee prices, cost of production, and competition. 



53 

 Climate change 

It has been reported that climate change is attributed to erratic variation in temperature and 

natural precipitation and other climatic attributes (TCB, 2012). This would have great 

impact on coffee production attributed to inadequate natural precipitation, culminating into 

soil moisture deficit/stress this negatively affecting coffee growth and development. It 

should be pointed out that lots of clean water is needed in the initial stages of coffee 

processing. Improper washing of the coffee would lead to poor quality hence low prices of 

the coffee in the markets. 

 

 Coffee prices are very volatile 

One of the challenges faced by the coffee farmers is the volatility of coffee price, a 

situation in place for the Rombo district AMCOS. The volatility is attributed to the 

international coffee marketing environment in New York (Figure 8 and Appendix 4) as 

determined by forces of demand and supply in the business environment. The AMCOS 

could to some extent buffer this volatility trough the establishment of emergency account 

that would be used to cushion-up price hiccups.  

 

 Cost of production 

Coffee production is very costly in terms of the plant growth and development, processing 

of the coffee and marketing costs. In the production of coffee, the inputs like fertilizers 

and pesticides are very expensive. Also labour costs in caring for the trees, picking, 

processing and others costs are quite high. Coffee diseases like coffee berry diseases 

(CBD) and coffee leaf rust (CLR) are very costly to control or manage. In terms of yields 

the production of coffee declines with increasing age (> 20 year of age) and it has been 

reported the agronomic management cost increase with increasing age of the plants, hence 

reduced profit. Replacing of the old trees with the new ones is also very costly initially and 
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the farmer has to wait for at least 4 to 5 years before the coffee start to produce berry 

fruits. 

 

From the study it was noted that most of the members produce below 50kg that is out of 

200 members 108 (54%) and few members 39 (19.5%) produce above 100kg. This 

indicate that most of the members produce low quantities of coffee and reasons for this is 

of the farms, advanced age of the coffee plants and poor organic practices under poor and 

inappropriate control of disease like CBD and CLR (Figure 13), low yield are inevitable.  

 

 

Figure 13: Coffee berry diseases (CBD) and Coffee leaf rust diseases (CLR) 

 

 Competition 

Although in Rombo district private traders or other channels for selling coffee are not 

official recognized like co-operative societies, but there is silent competition which exists 

between these different coffee marketing channels based on the policy of the free trade 

and trade liberalization. As it has been observed only 33 (16.5%) of 200 members sell 

their produce to private traders. It was also reported by Rombo district co-operative officer 

there is some coffee which is smuggled to Kenya through illegal means. Through this co-

operative societies are threatened since members who sell their coffee to other channels 

fetch higher prices compared to those who sell to co-operative societies. There is a need to 

improve security into countries borders to prevent this illegal coffee business to Kenya and 

also member should be educated more about the importance of collective action to work 

with their co-operative societies. 
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4.3  Factors that Influence Member’s Choice of Coffee Marketing Channels 

To address the factors that influence member’s choice of coffee marketing channels, both 

descriptive statistics and the logistic model was adopted. 

 

4.3.1  Cross tabulation analysis 

The descriptive statistics in this case addressed the influence of age, gender, education, 

farming experience (years), size of the farm (hectares), crop production (kilograms) and 

co-operative membership duration (years) on decisions on the market channel. Cross 

tabulation technique was used to asses if decision on market channel differed between 

these demographic and social characteristics. 

 

4.3.1.1   Influence of age on marketing channel choice 

Age is expected to be one of the great sources of experience in day to day activities of 

human being (Muthyalu, 2013). Elder members are expected to have more experience in 

agricultural activities and marketing through co-operatives. From this study the minimum 

age was 27 and maximum 88 years for members who choose to trade with co-operatives 

while for member who choose private traders minimum was 30 and maximum was 89 

years old. The average age for members was about 62 years and 65 years for members 

who choose co-operatives and private traders respectively. 

 

When age was grouped into four groups (below 30 years of age, 31-45, 46-60 and above 

60), out of the 167 members who choose co-operatives 84 (50.3%) were aged above 60 

years and the members who choose private traders, out of 33 members 24 (72.7%) were 

aged above 60 years (Table 4). This shows that members who are more aged are the one 

who sell their coffee to private traders. The reasons behind were because of old age 

members fail to bring their coffee to co-operative societies and they try to avoid transport 

cost since private trades buy the coffee at the farm (member premises). 
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Table 4: Influence of age on marketing channel choice 

Age of respondent 

 

Co-operatives  Private traders Total 

n % n % n % 

Below 30 5 3 1 3.1 6 3 

31-45 18 10.8 4 12.1 22 11 

46-60 60 35.9 4 12.1 64 32 

61 and above 84 50.3 24 72.7 108 54 

Total  167 100.0 33 100 200 100 

 

4.3.1.2   Influence of gender on marketing channel choice 

The influence of gender on market channel choice was as presented in Table 5. Out of 167 

members who choose co-operatives 113 (67.7%) were male and 54 (32.3%) were female 

while those who choose private traders out of 33 members 21 (63.6%) were male and 12 

(36.4%) were female. 

 

The results obtained in this case are consistent with those of Gebru (2006) that female 

representation in co-operatives affairs is low. This is because the household leaders are 

men and women have very little say on most issues pertaining to coffee expect provision 

of labour in the whole process of coffee farming. 

 

Table 5: Influence of gender on marketing channel choice 

Gender of respondent Co-operatives  Private traders Total 

n % n % n % 

Male 113 67.7 21 63.6 6 67 

Female 54 32.3 12 36.4 22 33 

Total  167 100.0 33 100 200 100 

 

  



57 

4.3.1.3   Influence of education on marketing channel choice 

Education plays a vital role to motivate and let the members to participate in different 

affairs of co-operatives. This is because education helps a member to understand much 

about the importance of collective action through co-operatives also it provides clear 

understanding of duties and responsibilities of member to its co-operative.  

 

The study results revealed that most of the members had attained primary school 

education. Out of 167 members who choose co-operatives 145 (86.8%) have primary 

school education and those who choose private traders 27 (81.8%) out of 33 members had 

attained primary school education (Table 6). This shows that from the study, the level of 

education is not that essential in choosing the buyers of member’s coffee but rather, the 

presence of buyer, that is co-operative society or the private buyers. 

 

Table 6: Influence of education on marketing channel choice 

Education level of respondent Co-operatives  Private traders Total 

n % n % n % 

Illiterate 9 5.4 3 9.1 12 6 

Primary 145 86.8 27 81.8 172 86 

Secondary 10 6 3 9.1 13 6.5 

University 3 1.8 0 0 3 1.5 

Total  167 100.0 33 100 200 100 

 

4.3.1.4   Influence of farming experience on marketing channel choice 

The influence of farming experience on marketing channel choice is as presented in Table 

7. Based on the 200 members who were interviewed the members average experience in 

coffee farming was 35.2 years with a standard deviation of 18.1. Further, the average 

farming experience of members who sell coffee to co-operative was 35.5 years with 
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standard deviation of 18.8, while for the members who choose private traders was 33.7 

with standard deviation of 14.5.  

 

Years of coffee farming experience was then grouped into five groups (0-10, 11-20, 21-30, 

31-40, 41 and above). The highest percentage was found from members who have 41 and 

above years of experience in both channels, 49 (29.3%) and 17 (51.5%) from members 

who choose co-operatives and private traders, respectively (Table 7). 

 

Table 7: Influence of farming experience on marketing channel choice 

Years of experience Co-operatives Private traders Total 

n % n % n % 

0-10 23 13.8 2 6 25 12.5 

11-20 23 13.8 5 15.2 28 14 

21-30 42 25.1 4 12.1 46 23 

31-40 30 18 5 15.2 35 17.5 

41 and above 49 29.3 17 51.5 66 33 

Total  167 100.0 33 100 200 100 

 

4.3.1.5   Influence of farm land size on marketing channel choice 

Land is very central factor in the production of coffee as it the case for all plants. From the 

study, land used for farming activities is not only used for coffee production but used for 

other crops as well. Most of the farmer’s plant coffee together with bananas and different 

crops. Most of the members in the study area have farm sizes below one hectare that is out 

of the 200 respondents 114 (57%) the size of their coffee farm is below 1 hectare. 

Furthermore from 167members who sell coffee to co-operatives 105 (62.9%) the average 

size of their farms is below one hectare. But those who choose private traders out of 33 

members, 20 (60.6%) are having farms’ ranging from 2.1Ha and above (Table 8). This 

shows that many members who choose private traders are the one who own more hectares 
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of farmland. This attributed to the fact that private buyers prefer to buy more coffee at a 

particular time, so as to capitalize on the economies of scale. 

 

Table 8: Influence of farm land size on marketing channel choice 

Farm land size (Ha) Co-operatives  Private traders Total 

n % n % n % 

0.1-1.0 105 62.9 9 27.3 114 57 

1.1-2.0 48 28.7 4 12.1 52 26 

2.1 and above 14 8.4 20 60.6 34 17 

Total  167 100.0 33 100 200 100 

 

4.3.1.6   Influence of coffee production on marketing channel choice 

Farm size owned by a member also affects the size (level) of coffee production. As it was 

observed most of the members in this study owns less than one hectare of farmland and 

the coffee is mixed/intercropped with other crops (both and cash crops). From the study, 

out of 167 members who trade with co-operatives 98 (58.7%) were producing below 50 

kilograms of coffee per one cropping seasons, while for those who choose private trader 

out of 33 members 18 (54.5%) produce from 101 kilograms and above per one cropping 

season (Table 9). This shows most of the members who produce more sell their produce to 

private traders, this because private trader wants to obtain more quantity of coffee at once 

than collecting coffee from different members(farmers) since it helps to reduce cost of 

collection and time as private traders buy coffee at the member (farmer) premises. 
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Table 9: Influence of coffee production on marketing channel choice 

Coffee production  (Kg)  Co-operatives Private traders Total 

n % n % n % 

1-50 98 58.7 10 30.3 108 54 

51-100 48 28.7 5 15.2 53 26.5 

101 and above 21 12.6 18 54.5 39 19.5 

Total  167 100.0 33 100 200 100 

 

4.3.1.7   Influence of membership duration on marketing channel choice 

Based on the co-operative principle “voluntary and open membership” every farmer is 

welcomed to join co-operatives so as to enjoy the benefit of collective action and other 

services which are offered by co-operatives since they are formed to serve the objectives 

of the members. 

 

From this study it was observed most that of the members have 41 and above years of 

membership in co-operatives. Out of the 200 members 56 (28%) have 41 and above years 

of experience in co-operative membership. The members who have many years of co-

operatives membership are the ones who mostly sell their produce to private traders that is, 

out of 33 members, 14 (42.4%) sell coffee to private traders (Table 10). The reason behind 

is the need of quick money as the private traders pays all the cash at once, basing on their 

membership experience there is always delay in their payment from co-operatives (It takes 

more than six months to get their second payment after they sell their coffee to co-

operative societies). 
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Table 10: Influence of membership duration on marketing channel choice 

Years of experience Co-operatives  Private traders Total 

n % n % n % 

0-10 28 16.8 5 15.2 33 16.5 

11-20 34 20.4 6 18.1 40 20 

21-30 35 21 5 15.2 40 20 

31-40 28 16.8 3 9.1 31 15.5 

41 and above 42 25 14 42.4 56 28 

Total  167 100.0 33 100 200 100 

 

4.3.2  Logistic regression analysis results 

Based on the logistic regression model, the variables of the model regards to the current 

study were co-operative societies (D =1) and private trades (D = 0) as the dependent 

variables and the regresses were; age of a member, education level, access to inputs, 

coffee production, payment system, access to market information, trust between a buyer 

and seller and the average coffee price as independent variables. 

 

After several running of the model some of independent variables were dropped because 

they were not the major aspects of transaction costs. The model gives some indications as 

whether the member can reduce or avoid some transaction costs.  

 

4.3.2.1   Age of a member 

The direction of the coefficient of this variable showed a negative relationship with 

members’ choice to co-operative societies as a marketing channel. Age of a member had 

insignificant relationship with co-operatives at 0.05 probability level. This means that an 

increase in the age of a member decreases the likelihood to choose co-operatives as a 

market channel. This is possible because from the study it has been observed that as age 

increases farmers become more risk averter since they are unable to do some activities like 
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taking the product to the market place (co-operatives) so they prefer private trader since 

private traders buy coffee at the farmer premises hence the member avoids transport cost 

and other related risks. Most of the members who sell their coffee to private traders have 

61 years of age and above. 

 

This observation conforms to the findings obtained by Mahmud (2008) when using the 

tobit model, where age negatively influenced the change of probability of members’ 

decision to participate in co-operatives affairs. 

 

4.3.2.2   Education (Years spent in school) 

Although education had insignificant relationship (insignificant p < 0.05) with members’ 

choice to co-operative societies as a marketing channel, but the coefficient estimate of 

education was positive as it was expected. It is expected that the higher the education 

status of the member the more understanding of the importance of co-operatives. 

Education status contributes to the member comprehension of the benefits of collective 

action, duties and responsibilities, co-operatives principles, loyalty to his co-operative and 

would also enable him/her to seek some other information about the coffee market. This 

would facilitate a member to do more business with co-operatives. The variable showed an 

expected sign but it was insignificant because most of the respondents fell within same 

years spent in school. 

 

4.3.2.3   Access to inputs 

The member’s access to inputs was positively and significantly (p < 0.05) related to the 

co-operative societies. The positive and significant relationship of access to inputs to co-

operatives is an indication of the member willingness and readiness to sell his/her coffee 

to the co-operative and purchase the coffee production inputs like pesticides, farm 
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implements just to mention few of the inputs. The provision of the production input to its 

members is one of the key functions of co-operatives. 

 

This result conforms to the results reported by Mahmud (2008) using the tobit model, 

where the access to inputs and credit were significant at 5% level and thus increases the 

probability of member participation in co-operatives issues. 

 

4.3.2.4   Coffee production 

Coffee production had insignificant relationship (insignificant at p < 0.05) with members’ 

choice to co-operative societies as a marketing channel but the coefficient estimate of crop 

production was positive. It is argued that the more a member produces the more chances to 

transact with co-operatives so as to sell his/her coffee. But the variable show insignificant 

relationship with co-operatives and the reasons behind could be due to the fact that a 

member can transact or do business with private traders to avoid transport cost from the 

farm (home) to the market place (co-operatives premises). This is because, transactions 

with private traders are conducted at the farm while in case of co-operatives  members 

must deliver the coffee to the co-operatives hence some transports cost especially when 

there is substantial amounts of coffee to be delivered to the co-operative society premises. 

 

4.3.2.5   Payment system  

The payment system coefficient was negative in relation to members’ choice to co-

operative as a marketing channel and the coefficient was significant at 0.05 probability 

level. This is an indicator that members prefer to sell coffee to private traders due to the 

payment system. Private traders are paying full amount at once whereas for co-operatives 

the payment is in installments. 
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A member who sells coffee to co-operative obtains first payment which is 2 500TZS per 

Kg while expecting to obtain second payment when the coffee sold at higher price in the 

auction. Second payments differ between co-operatives since it depends on the quality of 

the coffee which they sent to the auction. Famers who sell coffee to private traders obtain 

full payment at once, and the average price which they obtain from private trader is                     

3 500TZS per Kg while average price from co-operative societies when all installments 

payment are done is 3 355TZS per kg. Figure 14 gives example on how payment system is 

done on co-operative societies (Mamsera AMCOS). 

 

 

Figure 14: Payment system of co-operatives at Mamsera AMCOS 

 

Also a member who opts to sell coffee to private trader tries to reduce the problem of 

uncertainty. In this case uncertainties arise from the fact that coffee is taken to the auction 

and a farmer who sells to co-operatives may obtain second payment when the price is 

good at the auction and that’s why second payment differ between co-operatives. 

 

Furthermore it helps to avoid the problem of price volatility, it takes almost the year for a 

farmer to receive second payment and for the time the price have been change from time 
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to time and also exchange rates because, in the auction coffee is sold in US dollar (Money 

today is worth more than tomorrow). The probability that the second payment may be low 

is due to the fact the coffee sent to the curing company and to the auction is composed of 

all the coffee bought from the members of a particular co-operative, hence at time 

jeopardizing the quality of the coffee. Therefore a member thinks it is better to sell his/her 

better quality coffee to private traders so as to obtain the benefit of price through the 

quality of coffee produced. 

 

4.3.2.6   Access to market information  

The access to market information is another important factor which was positively related 

to co-operative as coffee marketing channel (significant at p < 0.05). It was expected that 

members would trade with co-operatives because more information about coffee prices 

and other information in the market is given more by co-operatives compared to private 

traders. This means the price information and market information in general is very 

important for a member to decide which channel to use for coffee marketing. 

 

This same finding about market information was also obtained by Mbise (2007) which 

asserted that, the more information given to a farmer by co-operative societies the more 

likelihood a farmer would transact with co-operatives. 

 

4.3.2.7   Trust  

Trust is another variable which was positively related to co-operatives as coffee marketing 

channel (significant at p < 0.05). The member would transact or do business with the 

channel which he/she trust more since it reduces uncertainty in the sense that the member 

is avoiding the risk of being cheated at sale and other marketing risks. Therefore this 
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increases the likelihood of members choosing co-operatives as a market channel for coffee 

their sales. 

 

The same observation was reported by Mbise (2007) where the trustworthy of traders was 

an important factor for a farmer to choose co-operatives but also Gaudiose (2007) showed 

the higher the risk to a farmer of being cheated at sale or stolen in coffee storage increases 

the likelihood of a farmer to choose co-operative to sell his/her coffee. 

 

4.3.2.8   Average coffee price 

Average coffee price had a negative insignificant relationship (insignificant at 0.05 

probability level). Members who are more interested in higher prices are less likely to 

transact with co-operatives even though co-operatives offer steady prices. This is 

attributed to the fact that members are prepared to accept higher prices in their mind set 

and that makes them to prefer private traders than co-operatives.  

 

The insignificant relationship could be further due to the fact the in the study area  the 

average price from co-operatives was 3 355TZS per kg while from private trader was 3 

500TZS per Kg. The observation of the current study concur with those obtained by 

Gaudiose (2007) that is farmers who are more interested in higher prices of their coffee, 

decreases their likelihoods to transact with co-operatives in coffee marketing. From the 

parameters estimates using the Logistic regression model, the results are as summarized in 

Table 11. 
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Table 11: Logistic regression analysis parameters estimate results 

Variables/ estimates B S.E Wald Df Sig 

Age  -.471 .299 2.484 1 .115 

Education .010 .612 .000 1 .988 

Access to input 2.049 .926 4.894 1 .027* 

Coffee production .073 .176 .171 1 .680 

Payment system -1.731 .807 4.607 1 .032* 

Access to market information 3.880 1.091 12.635 1 .000* 

Trust 1.901 .608 9.768 1 .002* 

Average coffee price -.069 .797 .008 1 .931 

Cox & snell Rsquare = 0.402 

Nagelkerke Rsquare = 0.68 

-2loglikwlihood = 76.232                * = Significant at p < 0.05 

 

4.4  Comparison of User and Non User of AMCOS 

The third specific objective of this study was to compare the transaction cost between the 

user of AMCOS and non user of AMCOS (Private traders). The test variables which used 

to measure transaction cost were, cost of reaching to the market place, product delivery 

cost to the market, average selling price of coffee and payment follow-up cost. The 

measurement used was TZS and the results from this analysis assisted in concluding if 

AMCOS reduces transaction cost or not. The description of each variable is given below 

and Table 12 summarizes the results of analysis. 

 

4.4.1  Cost of reaching to the market place 

According to Gaudiose (2007), the higher the costs to reach to the market place increases 

the transaction costs to a farmers. The t-value obtained from this study was 0.571 which is 

insignificant at p < 0.05. In this aspect the results shows that there is no statistical 

difference in transaction costs between the user and non users of AMCOS. This is because 

most of the members in a particular AMCOS are the one who stays nearby the AMCOS 
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hence the cost to reach to the market is very low and also to private traders mostly the 

business is done within the premises of the member. 

 

4.4.2  Product delivery cost to the market 

This refers to the costs which a member incurs to deliver his/her coffee to the selling point. 

The t value obtained was 0.00 which is significant at p < 0.05. This means that a member 

who use AMCOS incur high transaction costs than a member who use private trader. This 

is because a private trader does business with the member at member’s premises so the 

member does not incur any cost to deliver a product to a buyer, but for the AMCOS users 

they incur some costs due to the use of labour, motorcycle or/and bicycle to deliver the 

product to the AMCOS selling point. The higher the quantity produced the higher the costs 

to deliver the product to the AMCOS.  

 

4.4.3  Average selling price of coffee 

Under the consideration of uncertainly from the farmer’s perspective, there is uncertainty 

regarding the amount they will ultimately receive from selling their coffee (Gaudiose, 

2007). Most of the AMCOS in the study area the final payments depends on how the 

coffee was sold in the Moshi coffee auction or to the exporter but for the private traders 

the price depend on the existing conditions of the market during the trading time. The                  

t value obtained was 0.047 which is significant at p < 0.05. This shows a member receives 

more from private traders than from AMCOS. It has been observed that the average price 

a member receives was 3 355TZS and 3 500TZS from AMCOS and private traders 

respectively. 
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4.4.3  Payment follow-up cost 

The payment system offered to a member depends on the transaction partner. With private 

traders the payment is straightforward that is made immediately after the sale. However 

with AMCOS the full payment is not made immediately after the transaction, payment is 

done through different installments and it can take two to three times to obtain the final 

payment. The t value obtained was 0.00 which is significant at p < 0.05. This means the 

AMCOS user incur more cost compare to the non user. As shown in Figure 14, a member 

makes a follow up for only 150TZS to the AMCOS to obtain his/her final payment from 

selling his/her coffee. 

 

When the transaction costs from all aspects (cost of reaching to the market place, product 

delivery cost to the market, average selling price of coffee and payment follow-up cost) 

were added up and the means compared by using t-statistics, it can be concluded that 

transaction costs incurred by AMCOS user is statistical different from the non user  

(Private traders), that is the AMCOS user incur higher transaction cost compared to non 

user. The results are summarized in Table 12. 

 

Table 12: Summary of transaction costs in the study area 

Variable in TZS Co-operatives Private 

traders 

t sig. (2-

tailed) 

Mean Mean 

Cost of reaching to the 

market place  

301.2 384.85 -0.566 0.572 

Product delivery cost to the 

market  

428.74 0.00 5.272 0.000 

Average selling price of 

coffee  

3355.69 3500 -1.996 0.47 

Payment follow-up cost  364.07 0.00 4.177 0.000 

Total transaction cost  4449.7 3884.85 5.6350 0.000 
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CHAPTER FIVE 

 

5.0 CONCLUSION AND RECOMMENDATIONS 

5.1  Summary 

The main objective of this study was to analyze co-operative members’ decisions on 

coffee marketing channels and factors influencing their choices in Rombo district. 

Attainment of the main objective, the study was guided by three specific objectives 

namely; to describe the coffee marketing system and evaluate the existing potentials of 

AMCOS in coffee marketing, to assess the factors that influence co-operative member’s 

choice of coffee marketing channels and to compare the transaction costs incurred by the 

user and non-user of AMCOS in coffee marketing. 

 

The study employed two stage sampling design, where information and data were gathered 

through structured questionnaire (Appendix 1) administrated to a sample of 200 

respondents who were member from four selected AMCOS in Rombo district. Also the 

study uses secondary data obtained from different sources.  SWOT analysis, descriptive 

analysis and logistic regression model and independent sample t test were used for 

analysis. 

 

The results from the first specific objectives showed that, 114 (57%) of the coffee is 

grown by small holder on average holdings of 0.1 to 1.0 hectare and 108 (54%) of 

respondents produce about 1 to 50 kilogram per one cropping season and all of them grow 

the world finest Mild Arabia coffee. The actors in the coffee marketing include farmers, 

co-operatives, private traders, KCBL, curing companies, TCB and exporters. The co-

operatives are in three groups namely; those who are under KNCU, G32 and independent 

co-operatives. However, some of co-operatives are both under KNCU and G32. Private 
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traders are not officially known or recognized and only 16.5% of the respondents’ trade 

with them. Coffee marketing is also very much affected by the price volatility in the world 

coffee market and the price at the Moshi coffee auction depends much with the New York 

terminal market price. 

 

From SWOT analysis it was noted that the total weighted score of the internal analysis 

was 2.8 which is above 2.5 as the average score. This means the co-operatives are 

internally strong, that is they are quiet good to use their strengths to minimize the possible 

negative effect of the internal weakness. Likewise it has been observed that the total 

weighted score of the external analysis was 2.3 and this is below the average score of 2.5. 

This means the co-operatives current strategies does not respond well to making use of the 

external opportunities to minimize the possible negative effects of the external threats.  

 

For the second specific objective where the logistic regression analysis model was 

employed only four variables out of the eight variables showed were significant at 0.05 

probability level. Those variables were access to inputs, payment system, access to market 

information and trust. This means the aforementioned factors which were significant are 

the ones which influence co-operative member’s choice of coffee marketing channels. 

Members choose co-operative societies as coffee marketing channel because of the access 

to inputs, access to market information and trust while other members choose private 

traders because of payment system, but most of members prefer co-operatives as a 

marketing channel for coffee. 

 

In the third specific objective it has been observed that members who choose AMCOS as 

their coffee marketing channel incur higher transaction costs than the members who 

choose private traders as their channel. 
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5.2  Conclusion 

In general the study observed that in Rombo district, co-operative members provides a 

great support towards their co-operatives as many members trade with co-operatives than 

other channels (private traders) in coffee marketing. But, co-operatives in other hand face 

a lot of challenges in their activities involved in coffee marketing like having high 

transaction costs and payment system problems. This shows most co-operative members 

trade with co-operatives for the only reason that they are members of co-operative but not 

because co-operatives are the better channel than other channels in coffee marketing. For 

this case in the long run if co-operatives could not cope with the current competitive 

market and develop better strategies in coffee marketing, most of the co-operatives will be 

collapsed and the private traders and other channels will take over in coffee marketing. 

Therefore there are some issues that are needed to be taken into considerations so as to 

ensure the survival of these co-operatives as explained in the recommendations. 

 

5.3  Recommendations  

From the study the key findings revealed that co-operatives do not perform well in coffee 

marketing compared to private traders although members have more faith to co-operatives 

than to private traders. Given this results, the study highlighted some important 

recommendations which would help to improve the performance of co-operatives in coffee 

marketing and other different activities offered by co-operatives so as to enhance 

development and improving the economic livelihoods of its members. The 

recommendations from this study include; 

 

1) Strengthening organizational and institutional capacity of AMCOS 

To ensure strengthening of organizational and institutional capacity co-operatives should 

focus on the following points: 
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i. Co-operatives should ensure they have foreign currency account. This will help to 

solve the problem of exchange rates since all the coffee sales in Moshi coffee 

auction are done in US dollar. 

ii. Co-operatives should have reserve funds which will be useful to stabilize the 

coffee prices. 

iii. Provision of extension services to the members so as to ensure proper agricultural 

practices in coffee production and also promotion of seedling. 

iv. Diversification to other cash and food crops like banana, avocado and mangoes this 

will help to reduce risk when things go wrong in coffee market. 

 

2) Programs/project to reach to the targeted individuals 

Different programs/projects which are conducted by different stakeholder for co-operative 

developments should be planned properly and the implementation on those programs 

should be taken in a serious note. Also the interested parties should be involved in 

planning of those programs. 

 

3) Government support 

The government should encourage member’s participation in co-operative societies by 

using co-operatives as a medium to reach members (farmers) in giving out incentives to 

them, than using other individuals who would divert those incentives to unintended 

purposes. 

 

4) Suggestion for further research 

Further research could focus on the co-operatives organizations with the aim of identifying 

proper strategic actions for enforcing co-operatives movements in coffee marketing. Also 

private traders act as an important channel in coffee marketing but, they have received 
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little attention in the study area. This trend could be reversed with an understanding of 

their importance in coffee marketing. 
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APPENDICES 

 

Appendix 1: Questionnaire 

A.  Demographic characteristics of a member 

1. Name of the AMCOS.................... 

2. Age of the member.................... 

3. Sex of the member Male (1) or female (2) 

4. Level of education 

 Illiterate (1) Primary (2) Secondary (3) University (4) 

    

 

5. Coffee farming experience in years...................  

6. Farm size possessed by a member used for coffee production (Ha).............. 

7. What quantity of coffee did you produce from last year cropping season 

(Kg).................... 

8. Time duration of a membership in AMCOS (years)..................... 

 

B. Coffee marketing system and SWOT analysis 

9. Did you do primary processing of coffee at home? Yes=1, No= 2 

10. In which group your co-operative falls? (Please tick one) 

Under KNCU Under G32 G32 and KNCU Independent co-operative 

    

 

10. Which curing factory did your co-operative send its coffee to curing processing............ 

11. SWOT analysis of co-operatives in coffee marketing 

11.1 Internal Factor Evaluation Matrix 

Please rate the following factors given the following instructions;  
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Major strength (rating =4),  

Minor strength (rating =3),  

Minor weakness (rating =2)  

Major weakness (rating =1), 

Internal factors Weight  Rating  Weighted score 

Strengths    

Type of coffee produced 0.15   

KCBL 0.15   

Arable land 0.1   

Members commitment to their co-operatives 0.15   

Total  0.55   

Weakness    

Age of coffee trees 0.1   

Extension services 0.05   

Curing loses 0.05   

Foreign currency accounts 0.1   

Education level of the AMCOS leaders 0.15   

Total 0.45   

Total weighted score 1   

 

11.1.1 Did you plant any new coffee trees for the past ten years? Yes=1. No=2 

11.1.2 Did you receive extension services for coffee production? Yes=1. No=2 

11.1.3 Did your AMCOS have a foreign currency account? Yes=1. No=2 

11.2 Internal Factor Evaluation Matrix 

Please rate the following factors given the following instructions 

Poor response (rating = 1),   

Below average response (rating = 2),  

Above average response (rating = 3)  

Superior response (rating =4). 
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External factors Weight  Rating  Weighted score 

Opportunities     

Local government support 0.1   

UTZ certified program 0.15   

Diversification 0.15   

Co-operative Reform and Modernization 

Program 

0.1   

Total  0.5   

Threats     

Climate change 0.15   

Coffee price volatility 0.15   

Cost of production 0.15   

Competition 0.05   

Total 0.5   

Total weighted score 1   

 

11.2.1 Did you AMCOS receive support from local government? Yes=1. No=2 

11.2.2 Did you AMCOS obtain the UTZ certificate? Yes=1. No=2 

11.2.3 Are you aware of Co-operative Reform and Modernization Program? Yes=1. No=2 

11.2.4 Are the price of pesticides high, moderate or low? (Please tick one) 

C. Choice of coffee market channel 

12. Perishability 

To whom did you sell your coffee and what type of coffee did you sell? 

 Cooperatives (1) Traders(0) 

Dry coffee (0)   

Cherries(1)   

  

13. How much cost does it take you to reach to the selected market channel (TZS).......... 

14. How much cost does it take you to deliver the product the selected market channel 

(TZS).......... 
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15. At what price did you sell your coffee under the consideration of the market channel? 

Co-operatives  

Other traders   

 

16. What is the payment date on selling coffee? 

Within the day of marketing (1)  

Later on after selling coffee (0)  

 

17. How much does it cost you for the payment follow up basing on the payment system 

in question 16 (TZS)......... 

 

18. Are the following factors influence you to trade with the channel you choose in 

question 14? 

Factors Yes=1  No=0 

Access to inputs   

Quantity of coffee produced   

Payment system   

Access of market information’s   

Trust between a buyer and seller   

Average coffee price   

Education and training   

 

Other specify....................................................................................  

D. Specific Suggestions  

19. Please indicate your specific suggestions to improve the participation of members and 

performance of AMCOS in coffee marketing.  

1.......... 

2..........  

3.......... 
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Appendix 2: Coffee sales and average price from 1998/99-2015/16 

YEAR MILD ARABICA 

 

HARD ARABICA 

 

ROBUSTA 

  

TOTAL SALES 

 

KGS USD USD/50KG KGS USD USD/50KG KGS USD USD/50KG KGS USD 

1998/99 27 079 273 65 962 831 121.8 1 254 292 1 722 341 68.69 15 409 291 20 600 229 66.84 43 742 856 88 285 401 

1999/00 29 920 996 53 724 308 89.78 1 368 521 1 493 584 54.57 13 222 281 13 446 464 50.92 44 511 798 68 684 086 

2000/01 38 453 247 45 989 083 59.8 1 985 619 1 198 154 30.17 18 533 013 10 761 810 29.03 58 971 879 57 949 047 

2001/02 22 440 674 22 016 829 49.06 1 068 945 414 154 19.37 12 039 805 4 017 526 16.68 35 549 424 26 448 509 

2002/03 29 286 603 30 609 047 52.26 1 665 723 917 830 27.55 18 385 060 9 907 738 26.3 49 787 386 41 434 615 

2003/04 23 898 747 28 476 239 59.58 1 236 024 936 236 37.87 7 578 760 4 769 644 31.47 32 713 531 34 182 199 

2004/05 28 849 166 51 986 745 90.1 3 306 598 4 341 402 65.65 24 429 898 16 622 659 34.02 56 585 662 72 950 806 

2005/06 25 226 308 54 629 675 108.28 1 224 240 1 961 491 80.11 9 276 250 9 495 706 51.18 35 726 798 66 086 872 

2006/07 33 344 755 74 634 567 111.91 2 417 400 3 421 312 70.76 19 075 680 24 289 496 63.67 53 837 835 102 345 375 

2007/08 26 329 644 71 273 986 135.35 1 587 740 2 693 317 84.82 15 606 050 24 487 446 78.45 43 523 434 98 454 749 

2008/09 37 206 593 87 127 619 117.09 1 726 680 3 041 566 88.08 29 643 430 44 139 103 74.45 68 576 703 134 308 288 

2009/10 22 225 061 70 851 090 159.39 915 256 1 808 898 98.82 11 467 142 14 371 061 62.66 34 607 459 87 031 049 

2010/11 30 309 336 133 464 727 220.17 2 912 451 5 281 419 131.22 24 348 333 37 349 580 76.7 56 670 120 176 095 726 

2011/12 20 774 907 109 160 390 262.72 940 782 3 299 654 175.37 11 589 974 24 502 920 105.71 33 305 663 136 962 964 

2012/13 33 203 306 103 773 447 156.27 1 654 877 3 864 993 116.78 36 149 794 74 156 269 102.57 71 007 977 181 794 709 

2013/14 28 211 674 73 740 278 130.69 1 115 318 2 211 487 99.14 18 874 886 35 184 877 93.21 48 201 851 111 136 642 

2014/15 24 731 360 101 097 456 204.39 883 076 2 529 523 143.22 16 059 684 32 141 651 100.07 41 674 120 135 768 630 
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Appendix 3: Coffee sales and average prices from 2015/16 crop season 

DATE MILD ARABICA 

  

HARD 

ARABICA 

  

ROBUSTA 

  

TOTAL SALES 

 

NO. KGS USD USD/50KG NO. KGS USD USD/50KG KGS USD USD/50KG KGS USD 

09.07.2015 

    

H1 174 080 329 417 94.62 285 190 530 202 92.96 459 270 859 619 

23.07.2015 

    

H2 49 450 99 295 100.4 261 380 501 284 95.89 310 830 600 579 

06.08.2015 M1 905 239 2 567 155 141.79 H3 16 000 29 829 93.21 220 190 371 444 84.35 1 141 429 2 968 427 

13.08.2015 M2 847 112 2 469 398 145.75 H4 17 990 25 186 70 

   

865 102 2 494 584 

20.08.2015 M3 786 091 2 297 624 146.14 H5 
   

16 490 25 065 76 802 581 2 322 689 

27.08.2015 M4 975 698 2 594 638 132.96 H6 
   

215 880 360 664 83.53 1 191 578 2 955 302 

03.09.2015 M5 1 223 120 3 103 414 126.86 H7 15 830 27 987.44 88.4 150 330 344 222 114.49 1 389 280 3 475 624 

10.09.2015 M6 1 125 102 2 882 417 128.1 H8 

   

24 160 57 531 119.06 1 149 262 2 939 948 

17.09.2015 M7 1 044 605 2 612 521 125.05 H9 

   

15 410 27 738 90 1 060 015 2 640 259 

24.09.2015 M8 1 418 653 3 581 976 126.25 

       

1 418 653 3 581 976 

01.10.2015 M9 1 078 745 2 754 278 127.66 H10 9 110 15 815 86.8 25 000 49 932 99.86 1 112 855 2 820 025 

08.10.2015 M10 1 007 529 2 582 026 128.14 H11 75 760 129 463 85.44 16 200 23 735 73.26 1 099 489 2 735 225 

15.10.2015 M11 1 158 910 3 195 836 137.88 
       

1 158 910 3 195 836 

22.10.2015 M12 1 401 052 3 576 580 127.64 H12 28 847 36 645 63.52 

   

1 429 899 3 613 225 

29.10.2015 M13 735 191 1 793 945 122.01 H13 28 970 52 315 90.29 19 720 33 747 85.56 783 881 1 880 007 

05.11.2015 M14 1 094 075 2 687 035 122.8 H14 

      

1 094 075 2 687 035 

12.11.2015 M15 1 120 205 2 711 754 121.04 H15 5 191 6 790 65.4 

   

1 125 396 2 718 544 

19.11.2015 M16 1 028 424 2 408 206 117.08 

       

1 028 424 2 408 206 

26.11.2015 M17 1 021 877 2 626 163 128.5 

       

1 021 877 2 626 163 

03.11.2015 M18 1 097 419 2 710 121 123.48 
       

1 097 419 2 710 121 

10.12.2015 M19 903 721 2 387 621 132.1 
       

903 721 2 387 621 

17.12.2015 M20 632 759 1 532 720 121.11 H17 93 410 134 885 72.2 219 020 378 823 86.48 945 189 2 046,428 

07.01.2016 M21 694 831 1 707 758 122.89 

       

694 831 1 707 758 

14.01.2016 M22 303 101 528 623 87.2 H18 

      

303 101 528 623 

21.01.2016 M23 627 896 1 219 624 97.12 

       

627 896 1 219 624 

28.01.2016 M24 693 671 1 557 479 112.26 

       

693 671 1 557 479 

11.02.2016 M25 636 926 1 277 033 100.25 H20 1 910 2 674 70 
   

638 836 1 279 707 

18.02.2016 M26 526 861 1 000 747 94.97 H21 
      

526 861 1 000 747 

25.02.2015 M27 308 754 553 966 89.71 H22 

      

308 754 553 966 

03.03.2016 M28 307 247 558 478 90.88 H23 36 000 43 200 60 

   

343 247 601 678 

17.03.2016 M29 542 433 1 110 914 102.4 

       

542 433 1 110 914 

31.03.2016 M30 613 315 1 097 956 89.51 

       

613 315 1 097 956 

AUCTION 

 

25 860 562 63 688 006 123.14 

 

552 548 933 500 84.47 1 468 970 2 704 387 92.05 27 882 080 67 325 892 

D.EXPORTS 

 

7 152 035 24 240 811 169.47 

 

452 160 1 285 532 142.15 20 745 634 36 534 218 88.05 28 349 829 62 060 561 

TOTAL 

 

33 012 597 87 928 816 133.17 

 

1 004 708 2 219 032 110.43 22 214 604 39 238 605 88.32 56 231 909 129 386 454 
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Appendix 4: New York and London terminal prices trend against Moshi auction 

prices 

  

MILD ARABICA 

  

ROBUSTA 

 

  

NEW YORK MOSHI 

 

LONDON MOSHI 

  

TERMINAL PRICE AUCTION PRICE TERMINAL PRICE AUCTION PRICE 

DATE S/NO. USD/50KG USD/50KG S/NO USD/50KG USD/50KG 

09.07.2015 

 

125.73 

 

H1 71.25 93.49 

23.07.2015 

 

127.44 

 

H2 68.35 95.89 

06.08.2015 M1 125.45 148.92 H3 67.04 87.38 

13.08.2015 
M2 

133.33 151.21 H4 68.85 

 
20.08.2015 M3 136.59 149.7 H5 68.65 76 

27.08.2015 M4 122.26 136.02 H6 65.75 84.76 

03.09.2015 M5 118.45 129.13 H7 64.25 114.49 

10.09.2015 M6 121.48 131.36 H8 64.85 119.06 

17.09.2015 M7 118.18 128.15 H9 64.05 90 

24.09.2015 M8 118.4 129.53 
 

61.45 
 

01.10.2015 M9 121.76 130.01 H10 62.5 99.86 

08.10.2015 M10 126.94 131.43 H11 62.95 77.63 

15.10.2015 M11 136.42 140.56 

 

66.7 

 
22.10.2015 M12 121.37 130.18 H12 62.25 

 
29.10.2015 M13 122.97 127.19 H13 63.8 85.56 

05.11.2015 M14 121.26 125.28 H14 67.25 

 
12.11.2015 M15 120.44 126.66 H15 66.5 

 
19.11.2015 M16 115.59 120.4 

 

62.8 

 
26.11.2015 M17 126.39 131.77 

 

61.75 

 
03.11.2015 M18 120.77 125.77 

 

61.5 

 
10.12.2015 M19 127.77 137.66 

 

62.95 

 
17.12.2015 M20 119.44 130.42 H17 60.3 87.26 

07.01.2016 M21 120.22 126.45 

 

58.15 

 
14.01.2016 M22 114.54 120.94 H18 57.85 

 
21.01.2016 M23 111.02 115.55 

 

55.55 

 
28.01.2016 M24 118.29 118.89 

 
55.6 

 
11.02.2016 M25 114.48 115.31 H20 54.7 

 
18.02.2016 M26 114.26 120.68 H21 55.55 

 
25.02.2015 M27 114.81 116.93 H22 51.6 

 
03.03.2016 M28 112.94 113.15 H23 52.75 

 
17.03.2016 M29 127.4 127.44 

 

54.75 

 
31.03.2016 M30 127.99 128.17 

 

60.2 
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Appendix 5: Auction sales from July 2015- March 2016 as per coffee grade 

LOCATION 

EX-

NOTHERN 

  

EX-SOUTHERN (MBINGA) 

EX-SOTHERN 

(MBEYA) 

 

EX-

WESTERN(KIGOMA,KAGERA) TOTAL MILDS 

 

HARD-EX-KEMONDO 

GRADE KGS USD USD/50KG KGS USD 

USD/5

0KG KGS USD USD/50KG KGS USD USD/50KG KGS USD 

USD/50

KG KGS USD USD/50KG 

AA 533 433 1 481 789 138.89 4 917 081 12 620 504 128.33 3 117 808 8 541 946 136.99 138 609 261 780 94.43 8 706 931 22 906 020 131.54 

   A 11 267 25 559 113.43 2 322 591 5 830 843 125.52 2 840 139 7 568 224 133.24 

   

5 173 996 13 424 627 129.73 

   AB 1 623 807 4 265 018 131.43 24 917 59 406 119.21 18 514 40 715 109.96 175 843 315 873 89.82 1 843 081 4 681 012 126.99 

   B 22 625 44 740 98.87 1 154 958 2 767 274 119.8 2 616 968 6 736 361 128.71 

   

3 794 551 9 548 375 125.82 

   PB 202 252 504 701 124.77 840 548 2 069 084 123.08 952 184 2 514 316 132.03 31 916 64 705 101.37 2 026 900 5 152 806 127.11 

   AF 

   

211 660 403 906 95.41 260 954 565 986 108.45 5 221 3 500 33.52 477 835 973 393 101.85 

   TT 69 827 141 520 101.34 149 562 228 212 79.29 315 021 649 552 103.1 10 894 10 894 52.69 544 748 1 030 178 94.56 

   C 403 139 905 719 112.33 465 602 893 482 95.95 453 776 1 020 733 112.47 85 860 137 438 80.04 1 408 377 2 957 371 104.99 

   E 7 315 11 273 77.06 13 661 13 468 49.29 88 818 218 583 123.05 1 349 1 453 53.84 111 143 244 777 110.12 

   F 289 177 470 215 81.3 199 746 185 552 49.29 573 762 1 085 962 94.64 5 760 2 418 21.19 1 068 391 1 744 148 81.62 

   UG 550 709 822 349 74.66 12 973 17 204 66.31 81 067 150 130 92.6 14 624 11 582 39.6 659 373 1 001 264 75.93 

   TEX 

   

33 528 4 673 6.97 2 337 430 9.19 

   

35 865 5 103 7.11 

   HP 12 954 17 410 67.2 10 687 16 485 77.12 25 643 41 332 80.59 7 120 5 966 41.9 56 404 81 193 71.97 

   
                   H/AR ORGANIC 

              

252 300 542 155 107.44 

H/AR FAQ 

               

312 678 506 785 81.04 

HR/AR UG 

               

65 010 95 068 73.12 

                

6 110 4 932 40.36 

                

1 500 1 500 50 

H/AR TRIAGE 

             

Total Hard Arabica 637 598 1 150 440 90.22 

                   ROB ORGANIC 

               

384 060 775 984 101.02 

ROB OVER 18 

               

80 590 147 311 91.4 

ROB SUPERIOR 

              

355 840 629 147 88.4 

ROB FAQ 

               

461 320 780 999 84.65 

ROB UG 

               

101 160 152 911 75.58 

ROB SWEEPING 

              

830 996 60 

ROB TRIAGE 

               

120 98 41 

              

Robusta 

 

1 383 920 2 487 446 89.87 

                   TOTAL 3 726 505 8 690 294 116.6 10 357 514 25 110 093 121.22 11 346 991 29 134 270 128.38 476 586 815 610 85.57 25 907 596 63 750 267 123.03 2 021 518 3 637 886 90 
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Appendix 6: The independent sample t-test output 

Group Statistics 

 Channel N Mean Std. Deviation Std. Error Mean 

Costs to reach to the 

market place 

Cooperatives 167 301.1976 369.95409 28.62791 

Traders 33 384.8485 1735.31719 302.07995 

Product delivery costs 
Cooperatives 167 428.7425 466.22062 36.07723 

Traders 33 .0000 .00000 .00000 

Average price selling 
Cooperatives 167 3355.6886 414.40257 32.06743 

Traders 33 3500.0000 .00000 .00000 

Payment follow-up costs 
Cooperatives 167 364.0719 499.66514 38.66525 

Traders 33 .0000 .00000 .00000 

 
Independent Samples Test 

 Levene's 

Test for 

Equality of 

Variances 

t-test for Equality of Means 

F Sig. t df Sig.  

(2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

95% Confidence 

Interval of the 

Difference 

Lower Upper 

Costs to 

reach to 

the 

market 

place 

Equal 

variances 

assumed 

5.592 .019 -.566 198 .572 -83.65088 147.73745 -374.99171 207.68995 

Equal 

variances 

not 

assumed 

  

-.276 32.577 .785 -83.65088 303.43344 -701.29561 533.99385 

Product 

delivery 

costs 

Equal 

variances 

assumed 

31.664 .000 5.272 198 .000 428.74251 81.32287 268.37239 589.11264 

Equal 

variances 

not 

assumed 

  

11.884 166.000 .000 428.74251 36.07723 357.51315 499.97188 

Average 

price 

selling 

Equal 

variances 

assumed 

64.173 .000 -1.996 198 .047 -144.31138 72.28425 -286.85718 -1.76557 

Equal 

variances 

not 

assumed 

  

-4.500 166.000 .000 -144.31138 32.06743 -207.62396 -80.99879 

Payment 

follow 

up costs 

Equal 

variances 

assumed 

36.506 .000 4.177 198 .000 364.07186 87.15660 192.19751 535.94620 

Equal 

variances 

not 

assumed 

  

9.416 166.000 .000 364.07186 38.66525 287.73282 440.41089 

 


