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ABSTRACT

There is a paradox coming out of the operationthefmining industries in most developing
countries. It was believed that the presence oemais in a country would automatically lead
to growth and improved welfare of the people. Has not happened and lead to the source
of unhappiness or harm. Gold is one of the precioetals, and is found in substantial
amount in most of the western part of Ethiopia jgatarly in Benishangul Gumuz region,
Menge woreda. The main problem for this researclaretes from the fact that the long
years Artisanal gold miners effort to gold miningtigities detained under long marketing
chain, lowest amount of marketing margin for Antighgold miners and weak institutional
support have contributed to the host of confliad #me mining industry has not improved the

livelihood of miners.

This study was undertaken with the intention ofrasising four main objectives: assessing
the existing gold marketing channels, identifyingcis-economic factors significantly
affecting the marketing margin of artisanal goldners, analyzing the role of legal and
institutional framework for gold marketing, and gegting possible strategies which

influence better performance of Artisanal gold méni@ the study area.

To this end, two stages random sampling methodewgsdoyed to select the Woreda, kebeles
and the sample size. Both primary and secondarg date collected for the study. Primary
data sources were house hold heads of 130 Artisanars and 30 traders at different levels
with the help of structured interview schedule.c#® group discussion was also conducted
by using checklist. Secondary data were taken fodferent levels of mining and energy
offices, Trading and Industry, Custom Agency, Gar8tatistics agency, National bank and
Woreda Agriculture and Rural Development Officeblation, Reports, Bulletin, and Wave

pages.

Descriptive statistics and binary Logit model wehe tools employed to analyze the data
with the help of JIMP 5, and SPSS version 16 stslissoft ware. The result of examining
the existing market margin indicates that there arght market chains. Within this chain
(20%) of the total marketing margin, which is e@lént to 67.56 birr per gram of gold came

into view. The identification of factors positivalyfluence marketing margin of artisanal

Xii



miners were: credit facilities at (99%) confideringerval. Educational status, cooperation of
miners, Agricultural production, marketing inforn@i, and saving culture also found
positively affect the marketing margin of artisamainers at 95% confidence interval. In
consideration of legal and Institutional supponyat mining tax and one newly developed
transaction of precious minerals proclamation weteclared, but 95% of the artisanal
miners were not aware of it. The expected markatifgymation and technical support of
different level of concerned government organizatmalid at 5.4%, and only 12% of 30
sample traders have license to purchase and sdédl gooduct that production activities
performed entirely without any license.

Hence, this implies, that there were long marketihgnnels, wide range of market margin,
Weak financial position disorganized marketing attiof miners, weak institutional support,
and limited capacity of government to control ib¢gnarket environment found to be a
Sevier problems of the study area.

Therefore; it is recommended to launch direct madt®in between miners and National
Bank of Ethiopia, encouraging microfinance insiitat to open branch near by miners
,organizing valid and vibrant marketing cooperataed capacitate institutions to enable to

give update market information ,research ,extensemice.

The study result provide general information forciden makers, planers and other
development stakeholders involved directly or iadily in promoting mining. Besides, the
important gold marketing channels were not wellniifeed. Therefore, it is important that
the supply potential with the major production doaimts are documented in order to design
appropriate intervention measures for the studyrsegt in the area which can boost the role
of artisanal miner’'s income and employment oppatyu Moreover, the study will hopefully

serve as a springboard for further and detaileddgtin the region.

Key words
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CHAPTER |

INTRODUCTION
1.1 Background
Gold appears to be the first metal known prefeaed used by man. One reason why gold is
so valued throughout the world is that it has gmhsan incredible history. From the ancient
Egyptians to James Bond, from Homer’s ‘Odysseyth® Californian gold rush, gold has

played a fascinating part in world history and exétfor thousands of years.

Gold occurs in nature as a highly pure metal andrdasured because of its colour, its
extraordinary manageability and its resistance doosion. Gold is characterized by high
density, high electrical and thermal conductiviBesides its use for monetary reserves, it is
also used in the private sector principally foreéstment and fabrication jewellery. In the
electronics industry, gold is used as fine wirethor firm coatings and frequently in the form
of alloys to economize gold consumption and to impgaoperties such as hardness in

dentistry, and also used for a variety of restoreti (w.w.w.goldpedia.gold.org)

The unique market characteristics of gold is coer®id to be a hedge against inflation,
recession, and downturn in the general equity narkieiring the decline in the equity
markets, gold is used as a safe haven. For exam@g&ptember 10, 2001, the day before the
terrorist attack, was US$ 271.5 compared with US$.2 per troy ounce on September 21,
2001, an increase of 7.45%. These historical datdn® movements of stock and gold prices
clearly indicate that during catastrophic eventd asonomic uncertainty investors focus
more attention towards gold. Gold has three cruataibutes that make it different from
other assets:

(1) Assay (chemical analysis of substance) golbisogeneous;



(2) Gold is durable and fungible (traded or subtsi
(3) The inventory of above-ground gold is very Empmpared to the changes in flow of

demand.

The exploitation of minerals by artisanal method bacurred in Ethiopia over 4800 years,
since around the time of old kingdom (3110-2258 )BCancient Egypt where hieroglyphic
records tell of commercial expedition to the regairthe ‘Land of Punt’ to obtain gold and
other mineral products. Mining continued throughthé key periods of Ethiopian history
from pre-Axsumite (1500-400B.C) times to the kingdof Axum (1-700AD), the Middle

Ages, the rise of Gonder through to more moderesim

Even though modern mining in Ethiopia is recentdduas traditionally been mined from

alluvial and, to a lesser extent, primary free gattte ancient times. However, modern gold
mining began only in 1930s with the discovery dadqar gold in Bedakesa Valley of Adola
area, southern Ethiopia. Later on, modern investigacontinued and resulted in the

discovery of important deposits of gold, such agddembi, and other minerals

Small scale miners are often, but not always, legarators usually working in collectives of
about 2 to 20 or more people. They have greatectsire and organization to their workings

than perhaps artisanal miners and often make usienple processing plants.

As a result of the political change that took platd.991, a new economic policy has been
introduced in the country. In the mining sectoe ttovernment has publicize a new Mining
Proclamation and Mining Income Tax Proclamatioencourage the participation of private
capital in mineral prospecting, exploration andedepment activities. The new Mining and

Mining Income Tax proclamations were issued in Ju883. The Mining Regulations came



into effect in April 1994. The Mining Proclamatid®in.52/1993 and the Mining Income Tax

Proclamation No. 53/1993 were amended in favoumw#stors in 1996.

Ethiopia produces various types of minerals suclgald, silver, gem-stones, soda ash,
tantalum, kaolin, construction materials particiyl@olourful dimension stones, and mineral
water. The contribution of the mineral sector te @DP does not excee#% owing to the

low level development of the sub-sector from legaliganized 28 associations. 668.91 Kg
and 775.45 Kg of gold was brought to the natiomal mternational market in the year 2004

and in 2005, respectively. (Ministry of Mines, J@2Q07)

Artisanal Mining commonly provides the only meansadbtaining income for many poor
Ethiopians in remote rural areas who have few or-faom livelihood alternatives. The AM
sector does have the potential to automatically ®maped disadvantaged and vulnerable
group and contribute to the new Ethiopian five ypkan for Accelerated and Sustainable
Development to End Poverty (PASDEP). On a locatllévcan provide a means of survival
and decent work for the miners and stimulated dehianlocally produced goods, services
and various type of infrastructure. In addition,aifmutually conducive environment was
created for the formalization of the ASM sector éxport of high value minerals and metals
could make a significant contribution to foreignrceange earnings and tax revenues for the
government of Ethiopia (GoE), encourage foreigredirinvestment (FDI) and help work
towards Ethiopia’s commitment to the internatiopadiccepted Millennium Development

Goals (MDGS).

To accomplish this national target, there are abamof obstacles along the road, among
these problems, the long marketing channel, wideketamargin between the producer
/Artisanal Miners/and the final user were foundbtindications of unhealthy market. This

condition brings no considerable change observetthaénlivelihood of the vast and greater

3



part of artisanal miners. Therefore, the researet®s interested to investigate why this
problem is created and how it can be solved in rotdeachieve the national target and

improve the livelihood of Artisanal miners.

1.2. Statement of the problem

Marketing has often been considered as unprodudiv@s an activity of exploitation,
principally when differences between the producecep and the consumer price are
significant. The main reason to this notion is tediato a fundamental question of economic
science, which is distribution structure will aléfde products and services in the society most

efficiently; getting the right price is a major ebjive(Killick, 1989).

Various factors can give rise to inefficienciesaomarketing system. These factors may
originate in technical barriers including lack ofarket information, structural elements,
government programs and policies. Miners in Ettdopi general are affected by low
producer’s price, on the one hand and high consiriee conversely. In addition, most
miners are not in a position to take advantageeassnal price differences because of limited

income to cover their financial commitments.

In Ethiopia, the performance of mining market systis constrained by many factors such
as: The presence of too many intermediaries, ldckedical and horizontal coordination,
lack of integration of miners to the marketing syst lack of market facilities, weak
extension services which ignored marketing develmmpoor linkage of research and
extension, absence of marketing information anelligent services, limited access to credit,
inefficient handling including storage and trangation problems. Furthermore, weak legal

system to enforce contracts, lack of institutiamstudy, evaluate, plan and implement market



development, inadequate government interventiobserace of market regulations and

legislations are some of the core problems to betioeed.

Artisanal mining means unless otherwise specifigdnimisterial directive non- mechanized
mining (<15m vertical depth (Article 2.2 52/93) antercury is not allowed (Article 26.6

182/94) operations of gold, platinum, precious matg metals, salt, clay, and other similar
minerals, essentially manual in nature, carriedbyuEthiopian individuals or group of such
person. According to article 95(2) (52/93) possmssof financial resources, technical
competence, professional skill and experience ateaquired to acquire an artisanal mining

license.

There are three types of extracting of Gold bysartal miners, the first one is digging deep
pits carrying soil out and panning to wash the.sdihe second one is following the river
basin and takes silt soil and panning it to wable; third one is breaking rocks, crashing

manually and separating the gold.

If one is to choose a single development activiigt tcuts across all the major challenges
presented by the Millennium Development Goals (MD@dat would that activity be?

a) Infrastructure development

b) Climate change mitigation and adaptation

c) Governance avoiding corruption

d) Artisanal and small-scale mining

e) All of the above



All of the above is perhaps a brave and temptirgsguBut, if one want to be more precise,
then his answer will probably be d). Simply put tocial and economic characteristics of
small-scale mining fully reflect the challenges thle Millennium Development Goals
(MDGs), including: health, environment, gender, @ation, child labor, and poverty
eradication. With regard to gender and child lalasrmany as 650,000 women in 12 of the
world’s poorest countries are engaged in Artisamimg, and between 1 and 1.5 million
children, evenly split between boys and girls, also involved in this activity worldwide.
When we take health issues under considerationlj-sose mining communities are highly
vulnerable to communicable diseases including nalduberculosis, influenza, cholera,

yellow fever, sexually transmitted diseases, and/AIDS.

In general, Artisanal mining operation in the couyns characterized as being unproductive,
uncontrolled, uneconomical, lacking occupationdetsa unhealthy and polluting, and the
construction of informal villages with little or rmasic services which are exposed to transmit
disease. Diggings carried out with no knowledgeg ao technical support is prevalent
among the miners. These all are some of the primtueispects of the problems. Also the
marketing aspects of the problem are very much ¢ioatpd due to social, economical legal

and technical cases.

On the contrary, countries like Tanzania made aopra change in their policy by
encouraging the Artisanal miners. Nowadays, théoseés booming and contributing a great
deal to the national economy second to coffee. £hise this sector as a strategy to the
purpose of controlling the rural mass from beingnigrant to the city, also one of the larger
means of job opportunity, and supporting to agtioal income Half of the world Artisanal

miners are living in China



Hence, this study critically examines the effectnofrket channels on the livelihood of
artisanal miners, the role of marketing agents, Hower level price decide, marketing
margins, legal and institutional support to Artisagold miners and market infrastructure.
Generally, the study will critically evaluate theements of market structure, conduct and

performance of artisanal miners.

Even if, there is lack of pertinent research stngyihe marketing margin of the artisanal
miners in the study area and to identify and amalye factors affecting them, the present
study is an attempt towards analyzing the factdfscting the marketing channel of the
artisanal miners in the study area and aims tagbrithe prevailing information gap on the

contextual factors and forward possible solution.

1.3 Objectives of the Study
1.3.1. General Objective

The main objective of this research work is to gttifihe Factors Influencing marketing

margin of Artisanal Gold miners of Menge WoredanBaangul Gumuz region Ethiopia,

1.3.2. Specific Objective

The specific Objectives of this study are:

1. To assess the existing gold marketing channelsesfgd Woreda,

2. To identify socio-economic factors significantlyfedting the marketing margin of
artisanal gold miners,

3. To analyse the role of legal and institutional feamork for gold marketing in Menge

Woreda, and



4. To suggest possible strategies which influenceebgierformance of Artisanal gold

miners.

1.4 Research Questions
Attempts have been made to answer the fallpwuestions.
* What are the existing gold marketing channels imy§&eWoreda?
* What are the socio-economic factors that affect go&l marketing margin in the
Woreda?
* What are the legal and institutional limitationsgold marketing channels in the
Woreda?

* What possible strategies can be designed to fateuArtisanal gold miners?

1.5. Working Hypotheses
» There is no significant relation between markethgnnels and the marketing margin
of Artisanal miners.
* Socio-economic factors like, education, saving eddr have no significant effect
over the marketing margin
» Legal and institutional factors like, license, laypvernment support, and information

limitation have no significant effect on the markgtmargin.

1.6. Scope and limitation of the study

The study has certain limitations, which emanateguily from shortage of time, budget, and
facilities. In the first place, the study coverdyoone woreda, Menge, of the 3 zones, and 20
woredas of the Benishangul-Gumuz region. Secorttily,study area is so remote that it
create unease to collect data and aggravated bydbe culture of community to share
information. Previously conducted studies focusdy on the exploration of the minerals in

the region, therefore, lack of related literatuseaiso a problem to the study. In addition to
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these, respondent artisanal gold miners were veuptful to offer some important data for
the analysis, for instance gold yield and incomét &s considered as expression of wealth.

Thus, these limitations may adversely affect thengjth of the results.

1.7 Significance of the study

Concerning the natural resource of Benishangul Gunegion, some geological surveys
were conducted earlier which contribute a lot ® tiatural resource development and to this
research. Important geo-chemical belts, which aap for further exploitations are defined
in the region mainly after the regional geo-cheinigarks of three major projects. These
projects are: The UNDP project, Guba Oda Integrdttneral Exploration Project and
ETHIONOR Beles - Dinder Gold and Base Metals Exation Project of GSE. The Bure
Abergele project of GSE also conducted a regiorplogation in the Benishangul - Gumuz
and the Amhara National Regional State and defgestichemical gold by pan concentrate

samples in the eastern part of the BGRS.

However, the previous studies were focused onxpmrtion to find out the place, the type
of minerals, and how to develop it. And also maifdgused on the large scale mining
purpose, to the knowledge of the researcher ,noobrthese studies give attention to the
Artisanal miners and the marketing sectors, but dbetribution of these studies to this

research will be worth mentioning.

This research gives attention on the Artisanal golders who comprise 10% of the total
population in Benishangul Gumuz region. The seistdhe largest job opportunity second to
agriculture and the main support to the deficiagficultural production. The main argument
to the study is, though long existence of mining jo Menge Woreda, there has no

significant effect observed in the life of Artisamainers so far. Then analyzing factors
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affecting artisanal miners keeping them out fronttigg their sweat and give possible
solution to it.

Therefore, critical analysis of gold marketing ctgais very important before launching and
implementing marketing development issues. Hermestudy will give detailed information
on how gold-marketing chain is functioning, predoanmitly in the domestic market center of

attention on Menge Woreda, which is one of the mg@dd mining areas in the region.

The study result may provide also general inforamafor decision makers, planers, and other
development stakeholders involved directly or iadily in promoting mining. Besides, the
important gold marketing channels were not welhided, therefore, it is important that the
supply potential with the major production consitaiare documented in order to design
appropriate intervention measures for the studyngeqg in the area which can boost the role
of artisanal miner's income and employment oppotyju Moreover, the study will

hopefully serve as a springboard for further anditéal study in the region.

1.8 Organization of the Study

The introductory part of the study has been dissigs the previous sections. The rest of the
paper is organized as follows: the second parteptesthe Literature review. The third part
presents and discusses the methodology of the .study fourth part dwells on results and
discussion of the study. The final part documehts ¢onclusion and summary as well as

policy recommendations and possible indicationgdtire research.
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CHAPTERII
LITERATURE REVIEW

2.1. Definitions and concepts

Artisanal mining

Artisanal mining is small scale miners are often, but not always, legal operators usually
working in collectives of about 2 to 20 or more people. They have greater structure and
organization to their workings than perhaps artisanal miners and often make use of
rudimentary processing plants. Artisanal mining means, unless otherwise, specially by
ministerial directive non- mechanized mining (<15m vertical depth (Article 2.2 52/93) and
mercury is not allowed (Article 26.6 182/94) operations of gold, platinum, precious minerals,
salt, clay, and other similar minerals essentially manual in nature, carried out by Ethiopian
individuals or group of such person. According to article 95(2) (52/93), possession of
financial resources, technical competence, professional skill and experience are not required
to acquire an artisanal mining.

Marketing channels

Marketing channels are sets of interdependent organizations involved in the process of
making a product or services available for use or consumption. Marketing channel decisions
are among the most critical decisions facing management (Kotler, 2003). The sequence of
intermediaries and markets through which goods pass from producer to consumer is known
as marketing channel (Kohl and Uhl, 1985). The complex pattern of marketing channels and
the part played by each in the total market movement can be shown best in flow charts
(Abbott, 1958). The importance of the distribution function in marketing is apparent when

one considers the magnitude of goods and services that are transported and sold at millions
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of locations through out the world. Many experts believe that the distribution decision is
the most important marketing decision a company can make. The design of an
organization’s distribution system is a key factor in creating customer value and in
differentiating one company’s offering from that of another (Anderson and Vincze, 2000). As
Anderson and Vincze (2000) noted, the field of distribution is made up to two distinct
branches: channels of distribution and physical distribution. Channels of distribution consist
of a network of intermediaries that manage a flow of goods and service from the producer
to the final consumer. The success of this network depends on relationships among
manufactures (producers), wholesalers, retailers, sales representatives, and others. As
products move from one intermediary to the next, exchange takes place-exchange of
physical goods, intangible services, and value added dimensions. Physical distribution
activities include the actual movement of goods and services (i.e., logistics), with a focus on
transporting and warehousing them. A number of well tried and tested channels have been
used throughout generations by farmers, and the most important of these will be
considered from the point of view of their use for particular commodities, and their
individual advantages and disadvantages (Barker, 1989). There are two particular marketing
channels through which farmers dispose of their output. They are marketing channels used
by farmers acting independently and in unison.

Marketing margin

A common means of measuring market efficiency is to examine marketing margins. This is
an attempt to evaluate economic or price efficiency. The overall marketing margin is simply
the difference between the farm-gate price and the price received on retail sale. That
difference can then be considered to be the cost of marketing and all that is entailed in

getting the product from the producer to the consumer in the desired form. The question to
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be evaluated is whether the marketing services being provided are "worth" the cost of this
margin.
A marketing margin is the difference between the primary and derived demand curves.
Primary demand is based on consumer preferences and their response to retail prices.
Derived demand is based on the relationship between price and quantity at the farm gate or
intermediate points.
Derived demand can thus be thought of as consumer demand as experienced by producers
or other intermediaries. Primary and derived supply curves are analogous. The retail price is
established where the primary demand curve and the derived supply curve intersect. The
farm-gate price, on the other hand, occurs at the point where derived demand and primary
supply curves intersect.
There are several types of marketing margins, based on the market level being considered.
The wholesale margin is the difference between the price paid by the wholesale trader (or
the processor) and the farm-gate or producer price.

» The retail margin is the difference between theethe retail trader pays and the

retail price he charges to consumers.

* When the margin is expressed in monetary terns cilled the price spread.

* When the margin is expressed as a percentagernoisn as the percentage margin.

* The mark-up is the price spread between two leirelhe market divided by the

selling price, expressed as a per cent.

In an efficiently operating market, the competitive environment should keep the marketing
margin to a minimum. Market prices should then reflect two elements: the actual costs of

marketing plus normal profit margin. A normal profit is one which provides returns to
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investment comparable to available rates of interest plus some compensation for the risk

borne by the marketer.

2.2 Empirical studies

2.2 .1 The importance of Mining sector in Ethiopia

Economic benefits

Generally the mining sector in Ethiopia genera@&nue from sales, taxes,royality as well
as generates foreign currency earnings and alsogsa¥ hard currency in substituting the
imported mineral related inputs of the country. Thiming service sector activities are also
contributing for employment opportunity.

In Ethiopia, over 80% of the population is engagadAgriculture and related activities. The
major export of the country also comes from theié&gtural sector. Even though the country
is believed to have wide mineral potential, the tabotion of the mining sector to the
national economy has so far reached a maximum of 6%

The federal government has been collecting Royaitpunt 48.5 Million Birr (4.4 Million
USD) from the large scale production of gold ewsegr for the last three years. The regional
administration also collects Royalty from the snsathle and artisanal production of precious
minerals, industrial and construction materialse Tdtal amount of Royalty collected by each
region (nine regional states and two cities Adntiat#on) is in few tens of millions of Birr
(up to three million US dollars).

The amount of foreign currency earning is About Milion dollars every year for the last
recent years from the sales of export of minena¢h s gold, tantalite concentrate platinum,
decorative dimension stones and gemstones. Thisrtegprning contributes up to 7-10 % of

the total export foreign currency earnings of therdry.
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According to information from the Ministry of finee and Economic development the
contribution of the mining sector to the GDP befd@30’'s was less than one percent;
however, there is statistical worked out data frdnms ministry that the mining sector
contributed 5.8% and 5.5% during the fiscal yeaD728 and 2008/2009, respectively.

(Ministry of Mines, 2009)

The unique market characteristics of Gold is abergEd to be a hedge against inflation,
recession, and downturn in the general equity ntarkieiring the decline in the equity
markets, gold is used as a safe haven. For exam@eptember 10, 2001, the day before the
terrorist attack, was US$ 271.5 compared with US3.2 per troy ounce on September 21,
2001, an increase of 7.45%. These historical datdn® movements of stock and gold prices
clearly indicate that during catastrophic eventd asonomic uncertainty investors focus
more attention towards gold. Gold has three cruataibutes that make it different from
other assets:

(1) Assay gold is homogeneous;

(2) Gold is durable and fungible;

(3) The inventory of above-ground gold is very &rgpmpared to the changes in flow of
demand. A reporter in the Financial Times describdm situation as follows:

The metal is reassuringly tangible; it tends toabgood hedge against inflation; it tends to
move in the opposite direction to shares and boadd;unlike most financial assets, it does
not represent anyone else's liability. Moreoveryesal analysts have upgraded their

predictions of where prices are headed. (w.w.wgedib.gold.org)

Social Benefits
Mineral sector employment opportunity is becomimgngicant for the local communities
where there are mineral development activitiesh@irtnear by areas, as well as for skilled
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and semi skilled citizens. The total estimated adiremployment of skilled and unskilled
human resource in the mineral sector is in hundoédbousands of people of the country.
This employment record is revealed in construcéind industrial minerals quarries, open pit
and underground gold mine, production of salts flmmes and rock salts and the gemstone
mining that the distribution of such activities dmnd all over the country. The formal
artisanal mining activity also reduces the povéetiel of millions daily life including 30 to
40 percent of the women participation.Roads, dteghower from national grid and
telecommunication infrastructures have been deeglopnd/or upgraded due to the
development of Gold, tantalum, salt and other majoring projects in different parts of the

country.

Different level of health service centres, schoass well as airstrips were built by the

developers of the mine that provides service tddabal community as well as the employees
of the mining community. To some extent there @&tdb train local communities to engage
in other form of business such as plantation ofeeo&ind other trees, introducing agricultural
activities (irrigation) where there had no suchety lifestyle in the area, small entrepreneurs

engagement mainly providing services such as hoiei; markets, stationeries, etc to the

Community, etc. (Ministry of Mines, 2009)

2.2.2 Establishing formal marketing systems

These strategies aim at ensuring the growth of loathl and export markets, by:

(@) Simplifying licensing procedures for dealersdatraders and rationalizing and
streamlining fiscal terms;

(b) Providing extension services and institutiniff penalties on mineral smugglers;
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(c) Facilitating establishment of competitive mamlemarkets close to mining areas that are
operated by the major stakeholders;

(d) Establishing a system of local marketing coneei that will ensure smooth and efficient
operations of the mineral markets and keep siisti

(e) Facilitating access to up-to-date minerals migrknformation;

(f) Offering incentives to encourage export prorotactivities;

(g) Promoting formal financing schemes and diratgsto foreign buyers; and

(h) Utilizing the country foreign missions to idéptmarkets, link them to dealers and

initiate. (Economic Commission for Africa,2002)
Minerals marketing

Small-scale miners have many difficulties in finglimdequate markets for their minerals. The
proliferation of parallel markets, especially ighivalue minerals, is testimony that there are
problems with existing formal minerals-marketingasaggements. A number of measures have
been taken by different countries to address thablem. Best practices in small-scale

minerals marketing have been identified in Tanzanid Ghana.
Regulation on minerals marketing by a Central Govenment - Tanzania

In Tanzania, the Minerals Resources Division of tmistry of Energy and Minerals
regulates the marketing of minerals. The Divisi@s lthree departments, namely, Mining,
Minerals Development and Geological Survey. TheiMjrDepartment is responsible for the
regulation of minerals marketing. It has a netwofkll regional or zonal and 12 district
offices located strategically in the major minirentres of the country. The department has a
section ofminerals marketing that is located at the headgtmiin Dar-es-Salaam and is
responsible for monitoring and keeping records oferals marketing through liaise with the
regional and district offices. People who actualtythe monitoring and data collection are

the officers It is required by law that all licedsmineral dealers, brokers and mineral rights

17



in charge of the zonal and district offices who al® inspectors within their jurisdictions.
Owners submit returns indicating, among other thjrata on minerals bought brokers and
dealers) and sold. Authorised officers can inspeese purchase and sales records without
prior notice. Licence applications for mineral d#ahips are made to the Minister, although
the office of the Commissioner for Mineral Resosrée responsible for processing the
applications. As part of the procedure, the Comimmes instructs the mine’s officer in
charge of the area to assess the adequacy of ptieaaq’s facilities for conducting minerals
dealership business. These include adequate oftication, mineral storage facilities and
other considerations. These conditions apply ooljlarge operators (Dealer and Master
Dealer Licence) and not to Brokers Licences. Upeceipt of a report from the mine’s
officer, the Commissioner makes a recommendatidheédMVinister for issuance or refusal of
the licence.

According to the mining legislation, foreign deal@nd mineral buyers are not allowed to go
to SSM areas to do their business. They can ordyate from district and regional centres. In
order to ensure that this does not deny small soa@iers access to potential buyers/dealers,
brokers were introduced to serve as a bridge betiez two. However, miners are allowed

to go to the district and regional centres to g&ir products directly to foreign dealers.
Regulation on minerals marketing by a parastatal Ghana. Ghana enacted the “Precious

Minerals Marketing Corporation Law, 1989”, thataddished a parastatal organization, the
Precious Minerals Marketing Corporation (PMMC). PK@Moversees, regulates and
participates in the marketing of precious minerkldeals mainly with the marketing of gold
and diamonds. The corporation issues buying licets®oth foreign and local companies to
buy diamonds directly from the miners. It supersishe purchases and arranges all the
necessary documentation for export, when the legnmilying company is ready to do so.

The only requirement for a company to be licenseithat all purchases must be pre-financed
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through the Bank of Ghana and the buyer has toapagnnual Licence Fee of $ US 10,000.
The cost of the services offered by PMMC is 2% loé total value of rough diamonds
exported at any given time. For gold, the corporatperates through a main buying centre
in Accra, a branch buying office in Tarkwa and ageAcy Office in Kumasi. In addition,the
corporation licenses local agents and sub-agerisytaold from small-scale miners all over
the country and sell it to more established agentst any of its branches. The corporation
sends all the gold bought through its offices toaasay laboratory, which is responsible for
weighing and analysing the gold to evaluate itstpuupon which payment is made. It takes
about thirty minutes for the agent or customer @tlect his cash/cheque. Customers cash

their cheques in a bank located within the corpong building.
Private minerals dealers - Tanzania:

The Tanzanian minerals market is one of the mosnagnd competitive in Africa. The
Mining Act (1998) and the associated regulatiorguire@ that private dealers be licensed to
carry out the business of minerals trading. The ggawient does not participate directly in
any form of mineral trading and its role is limitea regulation, promotion, facilitation and
provision of support services. There are 3 typdgehsed mineral dealers, namely

Mineral rights holders: All holders of mineral rights are allowed by law gell (locally or
export) their commodities without requiring an adfial licence. This applies equally to
small and large-scale producers.

Dealers: These are licensed to deal in gold, gemstonesyooter mineral as approved by
the Minister for Energy and Mines. Dealers’ licem@an only be issued to persons who can
also meet the requirements for holders of a sn@#smining licence (Primary Mining
License). As such, dealers’ licenses are limitedTémzanians only and are issued for

renewable periods of 18 months.

19



Brokers: Unlike a dealers’ licence, which must be issuedhgyMinister, the Commissioner
for Mineral Resources issues Brokers Licenses? e€laeshorize the holder to deal in raw
gold and gemstones. Brokers buy and sell gold lpeaid the license does not entitle one to
export minerals. Brokers’ Licenses are issued twz@aians and are valid only for 15 months,
on a renewable basis.

Private Dealers and Government Agency - Ghana

In Ghana, the law allows minerals to be tradedughoPMMC and private dealers. The
small-scale gold mining law of 1989 allows the Mieir in consultation with the Minerals
Commission to provide licence to any person he cmmgider fit, to buy and deal in any type
and form of gold. On the other hand, PMMC buys dotan licensed agents who get their
supplies directly from the small-scale miners. Miean also sell their gold directly to

PMMC through its branches. (Economic CommissionAfisica,2002)

2.2.3 Empirical Studies of Marketing Cooperativesn Ethiopia

The cooperative movement is significant both imm®rof membership and impact. The
United Nations estimated in 1994 that the livelii®of nearly 3 billion people, or half of the
world’s population, were made secure by cooperatwerprises. Nearly 800 million

individuals are members of cooperatives. They gl®an estimated 100 million jobs. They
are economically significant in a large number otimtries providing foodstuffs, financial

services as well as the provision of services tasumers (ILO, 2005). Cooperatives have
created over 13.8 million jobs in India, with 92rpment of the jobs created through self-
employment in the workers’ cooperatives. In Jaghae, consumer cooperative movement
provided 58,281 full-time and 95,374 part-time joind 997 (ICA, 2005).

However, as of the ICA’s survey report in 2005, pe@tives, like other enterprises have
seen their operations significantly affected byeexal challenges in the political and
economic environment. Despite these, the cooperatisvement is promising to a growing
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potential for cooperative development, and for @apve renewal, in light of the limitations
of the free market in regard to social respongibiland equity, the advantages of
decentralization of power, the importance of stakedér and community involvement in
economic and social life, and the growing rolehef tivil society (ICA, 2005).

Variety of services in Ethiopia: including inputpgly management; grain marketing; and the
supply of consumer goods to members at prices d¢batpete with local traders. Some
Cooperatives were also involved in grain millingged multiplication and distribution,
veterinary medicine distribution, and technicallskievelopment. Farmer Cooperatives have
also found.

The information that cooperatives and farmers getparticular, did not assist them in
deciding what cereals to supply and how much. Thee practically no market extension
service in the system that guides cooperatives famders in their supply, storage and
marketing decisions. As Bureau of Agricultural @Rdral Development (2006) stated that
cooperatives provide a wide a clear niche in tleglpetion of high value export Cereals and
the packaging and distribution of Fertilizer.

Baker G.A (2002) explains that the Agricultural pus producers participated in the
marketing system individually and collectively thgh cooperatives and some other type of
producer marketing organizations. The objectivéheke organizations was to use collective
forward integration into processing and marketimg achieve market power for their
members. Among the major goals that cooperativeeaed in Ethiopia were:

* Provided information and education to their memiersnhance their own business
Management

* Improved bargaining power in purchasing farm swggpénd selling farm products

» Obtained products and services which, were cosiliysvailable

 Improved product and service quality in both fanputs purchased and commodities
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Marketed;

* Reduced costs of marketing farm products

* Increased farmers' income

marketing cooperatives were offered great collafimmato their members such as helping
them to achieve economies of scale in productiomrketing activities, coordinating
production, and processing activities to meet fo@isumer demands, provided competition
in contract markets by setting contract paymergsrand other terms, and they captured

profits from other stages in the market channel.

Ngezi Small-scale Miners’ Cooperative - Zimbabwe:

Zimbabwe has about 100 registered mining coopeatwith a total membership between
4000 — 5000 miners. Although most have performedrlgodue to lack of management
skills,others like the Ngezi Small-scale Miners’ dperative have done well. About 100
miners, former employees of a chromite company Wexit out of business, established the
Ngezi cooperative. The cooperative applied and iaedumining claims and started
extracting the ore through pig-rooting mining methoSlowly, the group advanced to a stage
where they were able to acquire equipment like gesgors, percussion drills, a portable
explosives magazine and a large articulated velaiote trailer. Having acquired the claims
over an area originally owned by their former enypkes, the cooperative benefited from the
infrastructure that was left behind which includedchool, clinic, running water, ablution
blocks, mine road network and a large number dtctied huts. With the help of the Mining
Department, the cooperative secured a loan of 280D from the Zimbabwe Mining
Development Corporation to develop a small-scalen&éd underground chromite mine.

Advisory and extension services were provided leyNlining Department.
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Having secured a market with smelting companiesqarbide), the cooperative started a
monthly production of about 200 tons of clean, higfality chrome, 16 months after
commencement of operations. Ten members of theezatipe were trained in most of the
underground mining operations during the mine coctibn phase. The success story of the
Ngezi cooperative attracted more people to chronmengn and nearly 2000 people are now
involved in the production of chrome in Gweru anddkwe. The chrome is sold to Anglo

American and Union Carbide, respectively.
Small-scale miners’ organizations

Small-scale miners associations, unions and cotipesacan be effective as lobby groups,
giving voice and representation to miners whenidgakith the Government and handling

issues of mutual interest, e.g., security, trainmgbilizing infrastructural support and other
socio-economic issues. The provision of assistancthe sector can be easily mobilized
through the miners’ organizations rather than tghoindividual groups. However, lack of

trust in leaders, coupled with poor financial reses and lack of managerial skills, make
most small-scale miners associations ineffectiveeré are a few good examples of effective
associations that are contributing to the develogrogthe sector. These include:

The National Miners’ Association - Zimbabwe The National Miners’ Association

(formerly The Small-Scale Miners Association of babwe), has a membership of 5000
miners (Svotwa, 2000) which is less than 2% ofttital estimated number of small-scale
miners in Zimbabwe (350,000). Despite the small fenrship, the association has been very
active in mobilizing and conducting activities atinat benefiting its members and industry
as a whole. The main contributions of this assmmainclude its participation in the

development of the Shamva Mining Centre. The aatioai is the official owner of the centre

and oversees the management of its operationglditian, it has been able to mobilize and

organize training programmes for its members angmhe A good example is the training
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programme, which was organized in 1991 in collatonawith the Zimbabwe Geological

Survey Department and funded by DFID. A more reeaample of the effectiveness of the
association was the mobilization of funding from Zibr the Insiza gold panners project,
which provides training, demonstrates the usefiadient technology and advises on the

rehabilitation of mined areas. (Economic CommissamAfrica,2002)

2.2.4 Access to credit and finance

In an ILO survey in 1999, small-scale miners idéedi access to credit as a major obstacle to
successful development of the sector. The follovéiregsome good examples of programmes
initiated to address the problem:

Loan-based financing scheme$his category includes funds that can be acce$sedgh

loans from special Government schemes, financgitutions, and other lending institutions.

Government supported loan schemes - Zimbabwe The Government of Zimbabwe has,

over the years, implemented a number of supporgrpromes aimed at promoting the
development of the SSM sector. Some of these sumpogrammes include loan financial
schemes as detailed below (Svotwa, 2000):

Loans to purchase mines Immediately after independence, the white ownels) did not

trust the new regime and decided to emigrate tdalSAfrica and other countries, closed a
number of small-scale formal mines. The new Goveminprovided loans limited to $225,
000 each, exclusive of the cost of plant and maeiziat the mine, to enable new owners to
purchase the mines. Repayment was over five yedls avfixed interest rate of 9% per
annum.

Loans to develop mines. This is aimed at developing new mining projects aaders costs
for sinking of shafts, and raising or developingeaf. This loan can be written off if the work

fails to expose workable ore. Loans to set up ettra plants: This loan also provides
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assistance to new mining projects through provissténcash to cover up to 6 months
operating costs with the aim of bringing the min® iprofitable production.

Out-of-hand emergency loans: This is a loan of up to $24, 000 (nominal termsgittis made
available by the District Advisory (Mining) Boarché@ is repayable within one year. It is
aimed at addressing any emergency that can brmigiag project to a halt.

Mining Industry Loan Fund (MILF) - Zimbabwe: The Zimbabwe Ministry of
Mines,Environment and Tourism created the Minindulstry Loan Fund (MILF) in order

to assist small-scale miners, (Drechsler, 2001)e Timd, which is administered by the
Mining Affairs Board (MAB), amounts to around $zZndllion a year.

The establishment of a large number of small-stl®al mines in Zimbabwe is credited to
these financial schemes, as well as to the ovassistance offered through hire/purchase
schemes and extension services. Although most e$ethschemes are currently not
operational due to the economic difficulties affegt the country, they nevertheless
represented best practices in addressing the isBshortage of finance by small-scale
miners.

The Fundo de Fomento Mineiro (FFM) - Mozambique (Dechsler, 2001 :
The FFM is a mining development fund set up by @mwernment of Mozambique to help

small-scale miners gain access to finance. Appdnatfor funds have to be made to the
president of the FFM, with details of the projeithehed and the intended usage of the funds.
For example, if the funds are required for the pase of equipment, price quotations from
the suppliers must be attached. In addition, tHeviing is also required:

(a) Copy of the mining licence;

(b) Feasibility study of the project;

(c) Proof of availability of a collateral represigt 20% of the amount

requested;

(d) Guarantees in properties equivalent to theesiga amount (mortgage);
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(e) Plan of payback of the credit; and
(f) Proof of market for the product to be mined.

Financing by the National Steering Committee of Setice Providers
(NSC) - South Africa: Under the South African framework for SSM developixiehe NSC

is responsible for provision of technical, managjeaind financial support to selected small-
scale mining projects. Two departments of the Miyi®f Trade and Industry, which are
members of the committee, provide financial ass#a (i.e., Khula - which provides loans
and Ntsika-which provides services in kind suchraming and capacity building). Another
member of the committee, the Industrial Developm&drporation (IDC), provides
commercial bank loans. Once a pilot project has lidentified, a business plan is prepared
and then submitted to IDC for evaluation. If apmdyIDC grants 90% of the loan and the
project promoters (usually in the form of a co-@ee) are responsible for raising the
remaining 10%. A number of projects across the tgumave already benefited from this
arrangement.

Equity-based financial schemes
This group includes financing that can be acce#is®digh joint venture partnerships,

venture capital funds, investment banks, unit tanghutual funds, stock exchanges and
others risk sharing schemes. These funds imposkasitonditions to those demanded by
commercial banks for a bankable project. Such ¢mnmdilities make access to these funds by
small-scale miners difficult. However,there arew instances where small-scale miners
have been able to access these funds succes3tdige include:

Joint ventures - The Mwaca Amethyst Project - Zamka (SADC, 1999): The Amethyst
Project is located in the Mapatizya area in Kalo@@mbia. In order to fund the project, the
project promoters approached HIFAB Internation&wadish donor agency. HIFAB agreed
to give the project a loan on condition that thgyea to go into joint venture with a Swedish

partner. On establishment of a joint venture corgpaith 50/50 equity split between the two
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partners, a loan of $ US 50,000 was advanced t@Z&mebian registered company and the
Swedish partner raised equity capital of the sameuant.

The company then employed a qualified gemmologidtembarked on a vigorous campaign
of finding markets for their amethyst productiorhid has resulted in the establishment of
business relationships with amethyst buyers in @icArizona (USA), Jaipur in India, South
Africa and Hong Kong. The company is now struggliogneet the high market demand that
has emerged for their products, which now incllaeZebra Amethyst (highly marketable in
Hong Kong). The project is currently seeking adudil funding to purchase equipment that
will enable them to meet the new market demands.

Equity sharing - The Zinc Tailings Recovery Project Sable Zinc Kabwe
Ltd., Zambia (SADC, 1999): Some 15 ex-miners of the defunct Kabwe Divisiontho#

Zambia Consolidated Copper Mines Ltd. formed a camypnamed Kabwe Power and
Metals Ltd. (KPM), and acquired 6 million tons aflings rich in zinc and lead. In addition,
the company acquired metallurgical plants congisbh a concentrator; leach plant, waelz
kilns, a char plant and offices. KPM consulted @@mmonwealth Development Corporation
(CDC) venture capital subsidiary for financing.

A joint venture company, Sable Zinc Kabwe Ltd. (324Kas formed between KPM and
CDC. In order to run the operations efficientlyteghnical partner with experience in the
processing of zinc was sought on agreement fortyeghbaring.

The equity in the project was then shared 40% t€CAaD% to the technical partner

and 20% for KPM (15 miners). This arrangement haebked the company to raise funds
required to rehabilitate the plant. The companya® planning to raise production from the
current 500 tons/year to 5,000 tons/year of zinc.

The project, which employs about 100 people, ra@edtal of $ US 3.4 million with $3

million being capital investment and the rest wogkcapital. The 15 miners that started the
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project contend that it is better to own 20% okefficiently operating project than 100% of a
limping one.

Hire/purchase schemes
Plant hire/purchase scheme - Zimbabwe:The scheme is administered by the Chief

Government Mining Engineer and enables small-sealeers to acquire mining and

metallurgical equipment on condition that they prgsa sound mining proposal. Once the
proposal is approved, the payback period is skétat3 years at 10% interest per annum. The
payback period is fixed according to the valuehef€quipment, i.e., 12 months for quipment
for low-cost items (up to $2300), 24 months fomitecosting up to $2600 and 36 months for

equipment valued above $Z600.

2.2.5 Micro finance institutions in Ethiopia

As defined in World Bank (2000/01) report poversyviewed as lack of money, lack of
adequate food, shelter, education and health aadptor are vulnerable to ill health,
economic dislocation and natural disaster. Accaydim Meyer (2002) this perspectives of
poverty can be used to access the impact of the MiFthose who receives the services.
Ethiopia’s microfinance support sector is relatvemall. There is a very limited number of
support institutions like credit bureaus, consudarfirms, rating agencies, specialised
auditors, training institutions, microfinance pragrs in universities and organisations
specialised in wholesale funding and guaranteed, thair expertise in microfinance is
limited or not existing at all.

The Association of Ethiopian Microfinance Instituis (AEMFI) is the network of all
registered microfinance Institutions (MFIs) in Ethia. AEMFI's has three main objectives.

First and foremost is to provide a forum and striretthrough which MFIs can share their
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experiences and exchange information. Secondlgtrites to enhance the capacity of the
member MFIs through offering training and negotiatifor alternative funding resources
from both local and international sources. Finatlgeeks to strengthen the entire MFI sector
development through undertaking research, advocaymotion of the industry, engage
dialogue with the government and other relevargrivdtional institutions with the view to
positively influence MFI policy and practises.

Building on the successful networking within the ins&ream MFI sector, AEMFI has
expanded its scope of work to incorporate the cerafive sector as well. AEMFI is one of
the best working microfinance networks in Africat lnas limited means and capabilities to
address all the needs of the sector. reaching evaltie groups of clients Cordaid prefers
MFIs with a clear social mission as partners.

The Objectives: Cordaid Microfinance Strategy fthi&pia 2008-2010 were:

To increase outreach and quality of financial sssifor informal sector workers, and micro
and small enterprises (MSESs). As the core of Cdfdanvolvement in microfinance lies in
Strategies:

1. Support established MFIs that want to serve gedgiglly remote areas or new
vulnerable client groups (people living with HIV@A| pastoralists, slum dwellers)

2. Support (pilots on) agricultural finance.

3. Where there are no financial service providest ordaid seeks to support young (start-
up) and emerging MFIs through capacity building anitial funding,sometimes on the basis
of seed capital.

4. MSE finance (missing middle). To finance investehicles that focus on an enhanced
access to financial services for MSHstliiopia Microfinance Country Strategy, 2008 —

2010 ) To this end MSEs. Institution are ready to serve thral community .the next
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responsibility lies on the shoulder of communitgders to motivating institutions to open

branch near by the miners . (Befekadu B. Keret@7}0

2.2.6 Technical assistance programmes

Specific technical assistance programmes

The National Steering Committee of Service Providex (NSC) - SouthAfrica: Individual
members of NSC contribute towards the developmetiteosector according to their areas of
expertise. For example, the Council for GeosciemEessponsible for conducting geological
surveys for identified pilot projects, the outcomk which is then incorporated into the
Overall business plan.

The Council for Scientific and Industrial Resea(€&8IR) through its Miningtek branch has
the responsibility to develop mine plans and tiobnelogy to be deployed.

Mintek is responsible for the processing of theeadiore and for adding value to the product.
Examples of this are fine milling of mica, manutaatg bricks,leaching of copper oxide ore
and cementing out copper metal to manufacture sun@king pottery rather than just selling
the clay, etc. Other members of the committee, MERSika and Industrial Development
Corporation then take on the organizational develaqt, training and marketing aspects of
the project.

Technical Extension Services - Zimbabwe The Ministry responsible for mining through

the departments of Mines, Geological Survey andaMety offers free technical advisory
services to small-scale miners in Zimbabwe. Theises are provided through a network of
regional mine offices located across the country.

There are also sub-offices or district offices dejieg on the size and level of activities in a
particular region. The regional offices each havegional geologist,mining engineer,
metallurgist and a mining commissioner. The ses/icelude geological surveys, assaying,
advice on mining techniques and other technicalices.
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Special units for provision of extension services
These include the Small-scale Mining Department of the Minerals Commission in Ghana and the

Small-scale Mining Unit of the Mineral Resources Division in Tanzania.

Specialized training institutions
Zimbabwe School of Mines - Bulawayo The school offers two-year diploma courses in

mining engineering, surveying and metallurgy.

Madini Institute - Tanzania: The Madini Institute is located in Dodoma, Tanzaaia
trains mining technicians most of whom are absorbgdhe regional and district mines
offices and the private sector. The Institute, Wwhitas recently been upgraded to provide
training leading to a full technician’s certificates to be converted into a specialized
Government agency.

Vocational Education Training Authority Institute - Tanzania: The Vocational Education
Training Authority (VETA) in Tanzania runs vocat@ntechnical training through training
institutes located in almost all regions of theroy The training usually targets primary and
secondary school leavers. As part of its expanpi@grammes aimed at reaching all the
important sectors of the economy, the Authority Basured a loan from the East African
Development Bank to build a full-fledged mining abional training institute in Shinyanga.

(CASM ,2008)

2.2.7 National artisanal mining policy

The objective and strategies in the mining sectwing plan for Accelerated and Sustainable
Development to End Poverty (PASDEP) are Providaahhical assistance and consultancy
service for artisanal miners in order to help thermprove their way of living, subsequently
contributing to poverty reduction, increase thearage of the country’s surface area with
geological mapping which is the basic data for mgnexploration and infrastructure
development, conduct hydrology, engineering geolagyl geophysical studies, conduct
geological and geochemistry studies, delineate rairpotential areas of interest for private
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investment, produce technical promotion documeritEhvare of paramount importance for

attracting investment and produce petroleum anlgeim products and help the country to

be self sufficient in energy resources generatesand foreign currency as well.

The following targets are to be achieved by the enof 2009/2010

The regional geological mapping data coverage wthschbasic data for mineral
exploration and various infrastructure developmemitk be increased from 38% to
51% of the territory of the country at a quartellion scales,

The hydro geological mapping coverage will be iaser from 25%-40%,

Investment in the sector will be increased by 16,fo

Eighty five percent of illegal metal production amdarketing activities will be
legalized,

Total revenue of Birr 110.5 million will be gaindcom issuance and renewal of
license, royalty...etc

Mining Legislation

As a result of the political change that took plac&991, a new economic policy has
been introduced in the country. In the mining sedte government has promulgated
a new Mining Proclamation and Mining Income Tax dbamation to encourage the
participation of private capital in mineral prospeg, exploration and development
activities. The new Mining and Mining Income TaxoBlamations were issued in
June 1993. The Mining Regulations came into effacApril 1994. The Mining
Proclamation No. 52/1993 and the Mining Income PRarclamation No. 53/1993
were amended in favor of investors in 1996. Newclarmation is introduced in order
to facilitate the market aspects of mining ‘Trarigac of precious Minerals

proclamation No...651'/2001
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2.2.8 Strategies/incentives to discourage illegmhding
Precious Minerals and Marketing Corporation (PMMC)-Ghana: Prior to regularization

of the small-scale mining sector, gold was beind $o middlemen who in turn smuggled it
out of the country in search of foreign exchandee $trategy adopted by PMMC in order to
discourage illegal trading was to offer attractpreces that would lure miners away from the
middlemen. The offered price was etermined fromltbndon A.M. Fix for gold for the day
converted at the ruling Foreign Exchange Bureael ohexchange of the day. Based on this,
a minimum guaranteed price was announced weekl@2ecarat gold and it remained an
assured price even if the world price for gold vebtall. Prices for 18-24 carat gold were
calculated on this basis and announced accordinghaddition, the following incentives
were also used to discourage illegal business:

(a) Pre-financing selected licensed buying agents;

(b) Procurement and supply of basic tools like Wiig scales, shovels, pick axles, etc.; and
(c) Institution of an Annual Award to honour thesbemall-scale miner in terms of quality

and value of minerals sold to PMMC. (Economic Cossian for Africa,2002)

2.2.9 Women in mining

Gender Mainstreaming in Ethiopia

Over time, women'’s involvement in AM activities htended to increase particularly in
Africa (45-50% of all ASM workers in Africa are wan), and they are also involved in
ancillary mine site activities resulting from préamrce of family based of activities in rural
Africa. Ethiopia women’s involvement varies fronoand none in Gambela, 30% in Oromia
(Adola), 40% in SNNPRS (Bonssa), 70-80% in Tigragd up to 95% in some areas of
Benishangul-Gumuz (e.g. Kutta worke or Menge), nehwomen have traditionally been
exploited. In most instances, women and girls amapelled to undertake the poorly paid
ancillary operations including manual transpore orushing, washing, sorting and mineral

dressing. For instance, in many sites, women’sdtatus means that they only permitted to
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treat the tailings (shofa) from the abandoned djmrar from after the primary panning by
men. In other sites they only work for part of tlay to enhance the earning of their
husbands. In general, for those women who are dotwevork long and arduous hours they
receive far less pay (e.g. at the Kokebe gold siteg receive between a third to half of the
average male) that their male counterparts whilsd &@eing expected to fulfill all their
primary care- giving roles and also undertake taglitional domestic duties of fetching
firewood, water cooking, etc. The fact that wonaga often limited to engaging in lower
status and lower paid activities stems from cultpeaception and traditional believes of the
community in the appropriateness of work for med aomen in gender division of labor.
Very few women manage AM enterprises as they findendifficult to get financial, legal, or
technical support and gain ownership of land. Irticke 35(right of women) of the
constitution of the Federal Democratic Republicigtia and national policy of Ethiopian
women (1933), highlights the law status of the mgjoof Ethiopian women as a serious
development issue, and the labor proclamation N@/2D03 (part VI, chapter I, Article 87)
protect their position.

However, many rural women still facing traditionahd religious, obstacles (illiteracy
insufficient technical knowledge, sexual/ chauvimitudes, patriarchal views social taboos
and family responsibilities) in asserting their f@l rights and discrimination under
customary laws further contributing to the femini@a of poverty in rural areas. Therefore, it
may be prudent to try and determine whether pramgatind assessing with the formation of
specific women’s AM cooperative may be of beneditielping understanding and overcome
the issue and challenge of women’s multiple raleAM communities.

Although provisions prohibiting women from working mines are slowly disappearing,
women still face a multitude of obstacles in thmd to participate fully in small-scale mining
activities. However, there are already effortsame countries to provide equal opportunities
for women miners. The practices below represeangpe of such initiatives:

Addressing women issues in mining policies

Women Miners Associations

SADC Women in Mining Trust - Zambia: The Trust was formed in 1997 as a regional

association in order to promote networking at aiomg level. The Trust has been
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nstrumental in the formation of a number of womenars’ associations in the region and in
mainstreaming gender.

Tanzania Women Miners Association (TAWOMA): TAWOMA was formed in 1997 at

the initiative of women miners. The association b2 members and headquarters in Dar-es-
Salaam (August 2001). It has established branchesmost all major mining centres in the
country. Its mission is “to facilitate women mingesorganize and access required financial,
technical and marketing services so that they @ary mut mining activities that are both
economically and commercially viable and environtay sustainable and thereby raise the
standard of living for women miners and their faes!. The goals of the association are to:
(a) Lobby for support of women miners nationalgionally and internationally;

(b) Identify training and technical needs and oigamesources to meet them;

(c) Provide relevant marketing information and litetie minerals marketing;

(d) Set up a revolving fund to enable women actesding; and

(e) Serve as an advocate for women in mining tdGbeernment.

The association has, amongst its priorities, tHabishment of a gem-cutting unit and a
resource and information centre. Over the long-tetmlans to establish equipment-hire, a
testing-centre, lapidary and jewellery productiomitst and a skills training-centre.

TAWOMA is a member of the SADC Women in Mining Ttus
Specific programmes to support women miners
Assistance to women miners - South Africa A group of rural, small-scale women miners

have been mining kaolin from the mountainside indsdwe, Kwa Zulu Natal. The kaolin is
mostly sold through intermediaries to the pharmtcall cosmetics and pottery sectors
within the local community. The miners manageddouse assistance from NSC to develop a
business plan to ensure that the project operaiddnwthe legal framework and that it

produced a product that would attract potentialtmumers. NSC also agreed to assist in
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providing technical backup, including drilling, ot@ody assessment and others. Eskom
(South African Electricity Commission) agreed tayde a new site for the project and

facilitate market access

2.2.10 Child labour

Child labour in Ethiopia

Even though Ethiopia has ratified the internatiolaélor organization (ILO) convention on
the right of the child and the worst forms of cHadbor convention formed a special ministry
of sport & youth and signed the organization ofigdrUnity (OAU) charter on the right of
children, child labor (CL)is still prevalent in marAM operation (particularly for gold
gemstones). A combination of economic decline, mhrcation, poverty rural remoteness, a
large informal working sector, poor governanceedsge and HIV/AIDS has created condition
that are rife/widespread/ for the exploration of @igether with a depressing increase in
orphan hood like wise the ease of opportunity tol@k children, the growing proportion of
the population under the age of 15 (45.7% (UNDP42@Md the fact that child work is often
considered part of the socialization process byynramal peoples has resulted in a high
prevalence of CL in rural Ethiopia.

Although education is free through out the courstoyne children are forced to either drop
out or work part time in the mines to help suppbsir families need. Some children and
adolescents are simply lured by the prospect abiné@rg rich while others are encouraged by
their parents to contribute to the family earnirgsp women have no alternative to stay their
children when they go to mining place like nursechool. So, they took to mining place.
These children unconsciously start to work at thegrly stage, finally continue to work
mining by selling their child labor.

The employment of children in SSM is very commonniost countries in Africa.Young

children break rocks manually and work undergroimgoor health and safety conditions.
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There are already efforts being made by a numbeowitries to eliminate this problem. The
following are examples of such best practices.

Addressing child labour issues in mining policies

The Mineral Policy of Tanzania - Women and Childrenissues:Part of the mining policy
strategies aim to address social problems that feachildren being employed and thus
exposed to harsh mining conditions at tender agjes. policy also aims to provide
alternatives as a way of addressing poverty problémat lead to the practice in the first
place.

Child labour elimination
International Programme on Elimination of Child Labour (IPEC) - ILO: ILO launched

the International Programme on the Elimination bfl€Labour (IPEC) in 1992, with unding
from 17 industrialized countries and the Europeamfission (ILO, 1998). IPEC is part of a
direct intervention strategy in combating child dab. Other approaches include legal and
market-based initiatives.

The SSM aspect of the programme, which is beindampnted in Africa, Asia and Latin
America, has already initiated gathering of soumdadon the extent and nature of child
labour in Madagascar and Burkina Faso. In Tanzaéméaprogramme has been sensitizing all
those concerned with child labour and supportirey withdrawal of children from mining

areas. (Economic Commission for Africa,2002)

2.2. 11 Environmental management for small-scaleimng

Many of the potential economic benefits of the drmahle mining sector are lost through
poor practice in mining, processing and marketihg target minerals. The absence of
adequate legal frameworks and secure rights foersiand communities exacerbates this
problem. Local governance structures and institistiare typically underdeveloped. Artisanal

and smallscale miners are often marginalized aerdetlcan be very serious disputes with
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communities, government agencies and large-scatngiinterests. Conflicts over access
and land-use can be a particular issue in areasewindigenous or tribal peoples have
traditional land rights or land-use patterns. Thasd other problems commonly associated
with ASM (such as child labour, access to healthe cand education) present a major
challenge to the government and ARTISANAL AND SMAISCALE MINING regulatory
authorities in countries where these activitiegetplace, as well as to the wider development
community.

The policy sets out separate strategies for enwisgrial management for small land
large-scale mining. The SSM strategies aim to:

(a) Demonstrate and encourage the utilization virenmentally sound technologies;

(b) Provide environmental information through le&slin national language (Kiswabhili) and
improve awareness through the media;

(c) Build partnerships with different stakeholdevgh a view to improving environmental
awareness and management;

(d) Establish strict standards in densely mine@send empower mining extension officers
to carry out regular monitoring;

(e) Specify environmental control measures baseti®fpolluter pays”principle; and

(f) Establish proper authority structures to upHhala and order and facilitate enforcement of

health and safety regulations.
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2.3 conceptual frame work

Figure 1
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CHAPTER Il
MATERIALS AND METHODS

3.1 Description of the study area

The Benishangul Gumuz Regional State (BGRS) isadrike nine federal states of Ethiopia.
Generally,the region is situated in the Blue NileveR Basin. With the reference to the
country, the region is located in the North Wesitt pd Ethiopia. Based on the various
sources, the land mass of the region is estimatéx t50,380 kimnThe Benishangul Gumuz
Regional state is bounded by Amhara, Oromia, GamBagional States and the Republic of

Sudan in the North, East, South and West, respygtivit stretches along the Sudanese

0
border between@s and 1£39"N western and eastern limits are betwe£no to 360 30"E.

The BGRS has a substantial and varied natural resobase. The region has suitable
agricultural land and a considerable number ofsliwek resources not yet utilized to the
expected level. Its water resources are vast dubet existence of a number of perennial
rivers. Various types of minerals that could bedusor industrial and construction purposes
are also found in the region. The region has albi potential in natural tourism attractions

because of the existence of diversified flora andhf resources.

3.1.1 Administrative set-up

The Benishangul-Gumuz Region is divided in to thedeninistrative zones and 20 woredas

two of which are special woredas. Zone one — Asdws eight woredas (one is special
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woreda), zone two — kamashi — has five woredas zzm# three — Metekel — has seven

woredas of which one is a special woreda.

3.1.2 Population

Within the region, there are various types of iehg But, the well known and the dominant
are Muslim, Orthodox Christian, protestant, cathalnd traditional believe followers. Both
Muslim and Orthodox Christian constitute the majodf the population of the region. With
regard to population size, according to the CSA72@0ere is a total population of 670,847.
From this number (50.7%) 340, 378 are male and}4380,469 female. Berta ethnic group,
where they are living in Assosa Zone, constituts.§9%) which is 173,743 of the total
population of the region. Gumuz holds 141,646 12d). of the total population of the region
and inhabits in Metekel and kamashi zones. Shinashatitute (7.6%) 50,916, inhabits in
Metekel zone. In Mao-Komo special woreda thereZaeghenic groups, mao and Komo. Mao
constitutes (1.9%) 12,744 whereas Komo constit(@3%) 6,464. Amhara, Oromo, and
other inhabitants constitute about 42.61%, whic28§,847. The region is sparsely populated

that there are 13 persons per square kilometers.

3.1.3 Land

The topography of the Region is characterized hjnplindulating slopes and mountains. The
altitude of the region ranges mainly between 58B%2ihasl. The agro-climatic zonation of

the Region can be categorized as 75% Kola, 24% &oaga, and 1% Dega.

3.1.4 Meteorology
The region's rainfall is uni-modal and obtains highnfall from May to October. Generally,

the rainfall is erratic from year to year. Howevéne highest rainfall occurs usually in
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August. With regard to temperature, the lowest ok August. Nonetheless, variation of
the mean monthly temperature is small. Temperatutie region also varies inversely with
altitude. In Assosa and Bambasi areas annual mawimnd minimum are 2¢ and 1§C,
respectively while in kamashi area average maxinemperature does not exceed2énd

minimum is around 1% andin Kurmuk area average maximum temperature reache®

33%

3.1.5 Metallic minerals occurrence/deposits of BGRS

From document review and field visit a total numb&fi18 primary and placer/alluvial gold,
7 copper, 9 iron, 2 chromite, 2 nichel, 4 molybdenand 6 pyrite occurrences are
documented. Gold is the main and widely occur rtietalinerals in the Region where it is
found in all the three administrative zones ofréagion including Mao-Komo special woreda.
Although exploration activities for economic sizeinpary gold are still going on in the

Region by GSE, there is no active mine for primgoid currently.

Artisan gold mining activity is practiced in allehthree zones of the region and is of the
means of subsistence for large of number of thallpeople of the BGRS. Artisain gold
miners in the region are estimated to be betweegd085and 63,000 and an average of 180kg

gold has been mined annually.

3.1.6 Geo-chemical and Metallogenic belts

The different exploration activities performed biNDP project in western part of the BGRS
has out lined four major geo-chemical belts thatecaabout 800 k@ In Belt | four geo-
chemical sub-belts (A-D) have been defined. Sub-Beis mainly defined by Cu and Co
anomaly. Sub-belt 'B' is characterized by sigaificCu and Ni anomalies. Sub-belt 'C' is

mainly defined by Sn and Mo anomalies and by alluplacer occurrences. Geology and
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alluvial gold occurrences were the bases to dediie- belt 'D'. Belt "lI" covers areas of 20 x
6 km. The rocks in the sub-belt contain the Gio-Niu, the Abumare Ni - Au anomalies.
Belt 11l is characterized by anomalies of Au, Nu,Zn, Pb, Mo, Ag, As, Hg and Co. The
area is about 85 km long and 15 km wide and isddidiin to seven sub-belts. Belt 'IV' is
defined by Odonok gold bearing quartz veins. Ineortb upgrade the previous data, a
reconnaissance field visit was undertaken by IRBsisamples were collected for chemical
analysis for gold and base metals. The samples waealyzed in the GSE laboratory by
Atomic Absorption Spectrophotometer. The resulitamed from highly silicified rock at

Shegole, quartz vein chip aBherkoloand loam samples Menge are very encouraging to

look for further exploration to see their economignificance.

3.1.7 Study area

Menge Woreda is the area selected for the studychwis 56 km from the regional city
Assosa, and 731 km from Addis Ababa with total a@zerage of 1460.86 Km The altitude
ranges from 1500-2000 above sea levels. Accordinghé CSA, 2007, there is a total
population of 40,129, consisting of 20,189 mala] 48,940 female. The Woreda is divided
in to 21 administrative Kebeles, within which highprospective wide area coverage
placer/alluvial gold found in nine Kebeles, Banighh Fardos, and Segnor are leading.
More than 80 % of the Woreda rural inhabitants useslupport their life mainly to fill the
gap created by agricultural production. They usedmnine gold in traditional way. The
resource is not limited to the habitats, but ats® whole kebeles in the Woreda and other

miners from different Woreda are the users of dsource.
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FIGURE 2 MAP OF THE STUDY AREA

Map of Menge Woreda in Assosa N

I:l W areda boundary

90 Kilometers

SOURCE: SOURCE REGIONAL GEOGRAFICAL INFORMATION SY&M
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3.2.1 Sampling techniques

Multi stages random sampling method was employesdofa zone has seven Woreda. From
these seven Woreda, Menge Woreda selected purfigsbcause of its wide area coverage
of gold mining and extensive activities of Artisananers. Secondly, Menge Woreda has 21
Kebeles of which nine Kebeles have wide area cgeeod gold mineral. From nine Kebeles,
four Kebeles were selected randomly., with in thiese Kebeles a total of 1680 house hold
heads participate in marketing of Gold ... Fromsthéour Kebeles by using probability

proportionate to size ratio, 130 were selectedj.The sampling process is depicted as under:

Table 1: Sampling process and sample size

Assosa Total Male 131. Potentia | HHH/PO/ HHH/NON/ HHH/ HH
Kebele 0! 1.111 63¢ 47¢
Gize 1.444 718 726
Malo 1.974 1.003 971 548 e 471
Banesheao | 1.608 790 818 434 56 378
Kudivo 1.767 863 904 453
Tumet 2.074 1.033 1.041 594 96 498
Fardiso 2.437 1.198 1.239 609
Beldwesu 1.220 617 603 321
Belmeaoha | 1.591 797 794 418 79 339 -
Abora 847 419 428 217
Kashaf 3.133 1.508 1.625
Fatseko 1.369 672 697
Obmeaele 1.505 747 758
Abe Jindu 1.749 884 865
Tumet 1.221 624 597
Tumet 1.208 651 557
Selama 2.319 1.151 1.168
Sinvor 2.100 1.094 1.006 - 538
Bela Fida 2,705 1.383 1.322
adindu 1.250 632 618
leamer 1.829 916 913
Oundulu 2.104 1.063 1.041
Total 40,129 20,189 19,940 4132 308 1686 130

SOURCE: CENTRAL STATISTICSAGENCY (2007) the sample size counts of 130 respondents of
gold miners
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3.2.2 Methods of Data Collection

Both primary and secondary data were collectedif®istudy. Primary data sources are house
hold heads of Artisanal miners from four randomdyested Kebeles administrations (KA).
According to probability proportionate to the sfrem the forth Kebeles, 130 miners and 30
traders were selected. The interview schedule wasldped in English and later translated in
to Berta Language before administration. Data ctitde from miner respondents was done
by five enumerators selected for this purpose. 8ppate training including field practice,
was given to the enumerators to develop their wtdeding regarding the objectives of the
study, the content of the interview schedule, hovapproach the respondents, and conduct
the interview. The researcher conducted focus gdsgussion by using checklist (one group
comprising 8 members which includes mining expartarketing experts, and experienced
miners). Pre-testing of the interview schedule Withrespondents was carried on. Based on
the results, some modification was made on thd fiassion of the interview schedule. The

researcher involved in participant observation algdiving with miners for one month.

Secondary data sources were taken from RegionakaBs of Energy and mining
development office, Menge Woreda rural developmeffice energy and mining desk,
Woreda office of small scale trade and industrystGm agency, CSA ,NBE , Ministry of
mining and Energy and Ministry of Agriculture aRdiral Development. Besides, different
and relevant published and unpublished reportsletnd, websites were consulted to

generate relevant data on gold marketing.

3.2.3 Methods of Data Analysis
Both descriptive statistics and econometrics modie employed to study the relationship
between the dependent and explanatory variableggUdescriptive statistics such as

percentage, mean, range and minimum as well asnmiaxi values of variables were
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indicated. The result obtained is used as an itmliaz the relationship between dependent
and independent variables. Moreover, econometridetwere used to study the relationship
between variables empirically. Hence, the binargitmodel was used to analysis the factors

influencing the marketing margin artisanal miners.

3.2.3.1 Analysis of Marketing Margins

The relative share of different market participants estimated using the marketing margin
analysis. The marketing margins was calculatedifgirfg price variations at producer, the
following simple arithmetic model was uséthtal Gross Marketing Margin (TGMM) - is
always related to the final price paid by the emhstimer and expressed as percentage

(Mendoza, 1995).

TGMM= consumers' price — Miner’s pricex 100

Consumers' price
71 Producers' Gross Marketing Margin (GMMp) is the portion of the price paid by the
consumer that belongs to the miners as a prodiiter.producers’ gross marketing margin

can be calculated as:

GMMp= _price paid by the consumer - Marketing Gross Marginx 100

Price paid Iblye consumer

3.2.3.2 Statistical Tests of Multicollinearity Prollem

Before executing the econometric model, all theoliypsized explanatory variables were
checked for the existence of multicollinearity geoh. The problem of multicollinearity may
arise due to a linear relationship among explagyat@riables. Multicollinearity problem

might cause the estimated regression coefficiemtave wrong signs, smaller t-ratio for
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many of the variables in the regression and highdRe. Besides, it causes large variance
and standard error with a wide confidence intert#dnce, it is quite difficult to estimate

accurately the effect of each variable (Gujar&@83, 2003 cited in Degu, 2007).

Different methods are often suggested to detece#igtence of multicollinearity problem.
Among them, Variance Inflation Factor (VIF) techuéqwas employed in the present study to
detect the existence of multicollinearity in contius explanatory variables (Gujarati, 1995)
and contingency coefficient (CC) for dummy variabléHealy, 1984 cited in Degu,
2007).According Guijarati (1995), VIF (Xi) can befided as:

1-R;%

-

1
VIF(XE) = (—Ki.and

Where:

R;: is the multiple correlation coefficients betweeiest explanatory variables. Selected
continuous explanatory variables,i{Xvere regressed on all other continuous explapator
variables, and the coefficient of determination {RR was constructed for each case. The
largest the value of Riesults in higher value of VIF (X which causing higher co linearity
between variables. For continuous variables adeaafuthumb, values of VIF greater than
10,are often taken as a signal for the existenceudfirwo linearity problem in the model (if
the value of Rz is 1, it would result higher VIF§ )and case perfect multi co linearity
between the variables (Gujarati,1995).In the same the Contingency Coefficients (C.C)
was computed for dummy variables from chi-square )(value to detect the problem of
multicollinearity (the degree of association betwekRimmy variable). According to Healy
(1984), the dummy variables are said to be coltiifethe value of contingency coefficient is

greater thai®.75(cited in Degu, 2007).

48



|t

[
F' e,
ik
.IEE:"'-"--.
Fi
L
Y

Where:

C.C = contingency coefficient,
N=sample size,

x2 =chi-square values

3.2.3.3. Selection of the Econometric Model

When any of the explanatory variables in a regosssinodel are binary, one can represent
them as dummy variables and proceed with the aisalging linear regression. However, the
application of linear regression model when theethglent variable is binary is more complex
(Pindyck and Rubinfeld, 1981). Binary choice modedsume that individuals are faced with
a choice between two alternatives and their chd@eends on their characteristics. Thus, the
purpose of a qualitative choice model is to deteenthe probability that an individual with a

given set of alternatives will make one choice eathan the alternative.

A number of statistical models have been develdpatiallow studying qualitative variable.

A number of statistical models have been develdpatallow to study qualitative variables;
the two that have been most popular are the” limgigtgression” and the probit models.
These models can be easily applied to cases wihedependent variable is either nominal or
ordinal, and has two or more levels, and the inddest variables are any mix of qualitative
and quantitative predictors. There is no differebetwveen these two models one can choose

based on familiarity and soft wear availability.

Both are estimated by maximum likelihood, consetjyeigoodness of fit and inferential

statistics are based on the log likelihood andscjuiare test statistics. The use of chi-square
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test helps to decide whether two variables havigrafieant relationship with one another or
not in a population. The test also determinesadbmaspicuous discrepancy exists between the

observed and expected counts.

3.2.3.4 Binary Logistic Model

The data that are going to be collected from prynzard secondary sources will be checked
its completeness, accuracy and uniformity. The datarding to their nature both qualitative
and quantitative data classified, transcript, tatad and all necessary pre —analysis activities

done to make them amenable to analysis and intatfme.

Hosemer and Lemshew (1989) pointed out that atiogiegression has got advantage over
others in the analysis of dichotomous outcome bég@ There are two primary reasons for
choosing the logistic distribution. It is an extrgnflexible and easily used function. It lends
itself to a meaningful interpretation. The Logit debis simpler in estimation than the Probit
mode. Therefore, a binary logistic regression madelised to study the case of getting
marketing margin or not of artisanal sampled masin€he dependent variable in this case is
a dummy variable (binary), which takes a value z@rone depending on the artisanal miner
got the marketing margin level 1 or do not got nrar¢gdiowever, the explanatory variables

are either continuous or binary.

The general model used to examine the factorsantling the marketing margin of artisanal

miners level: - .
Zi=Po+ Zjnpj Xji=[log (P/1-P) =2Zi =a + BiXi +... HBiXN], ccoeviiiiiiiiiiin e, 2

This is the logit model (Engleman, 1981 and Gujaf88)
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Where, R=the probability that an individual miner user ofrketing margin, the binary
variableP =1 HHH got market margin and+0 for not get market margin
Zi=Estimated variable for the observation,

F =.the functional relationship betweenaRiZ;,

i =1,2.. mare observations on variables, the sample size.

Xiji= the jhexplanatory variable for thanobservation, j = 1,2 ...n,

Bj = a parameter, j=0,1...n

j=0,1..., nwhere n is the total number of explanat@yables.

The Logit model assumes the underlying indexs A random variable that predicts the

probability of the HHH to get the market margin .

Pi ="
1+ e & the probability that a artisanal miners will | geérgin ............. 3
1Pi= 1

1+€ the probability that a miner not get market margin...........4

If the disturbance term Ui is taken into accoume, Logit model becomes
m

4= BO + Zﬁ\ T,

=]

In this study, the above econometric model usedarialyse the data. The model was
estimated using the iterative maximum likelihoodineation procedure. This estimation
procedure yields unbiased, efficient and consigtaremeter estimates, particularly when the

sample size is large.
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3.2.4 Operational Definitions of the variables

Dependent Variables

Marketing Margins: Marketing margin is operationally defined as tb&l price paid by
the consumer and the price received by producdfsrehce .and worked out by
mathematical formula finding the price variatiaidifferent segments and then comparing
them with the final price to the consumer. The comesr price is then the base or the common
denominator for all marketing margins. Computing ttotal gross marketing margin
(TGMM) is always related to the final price or tpeice paid by the end consumer and

expressed as a percentage.

Users and non users of marketing margin of theomdgnt inthis study carries some
commitment .Artisanal miners who sale their prodatdhe farm get price or with out getting
market margin categorised aen users of market margin. those who sale the gold product
at successive market other than farm get or firatket ,at each stage they can make a
difference per gram of gold sales to full margimsidered as marketing margin users.
Therefore, the variable is Dummy and if respondsnhe user of marketing margin take a

value of “1” otherwise “0”

The Independent Variables

1. Age (AGE.RESP): is defined as the number of completed years ohthesehold head at
the time of the survey to be conducted. It is atioowus variable represented by positive
integer values. The assumption in this study i$ élsaage of the miner increases; he acquires

knowledge and experience through continuous legraind the level of responsibility to

52



manage the family and the need to accumulate afsetsmorrow becomes high, therefore

expected to enable the seller to reach the betekehto get more price.

2. Family participating in mining (FAMI.PATC): Family size or number of persons in the
family participating in Gold mining activities. is a continuous variable represented by
positive integer values. The larger the family nemsh more labor force available for

production. It refers to the quantity producedrisre and seller needs better market. This

variable may appear to have positive sign on marggehargin.

3. Education status (EDU.STAT):This represents the level of formal schooling caetead

by the household head. It is a category variabterims of the household grade level. On one
hand, educated miners are expected to have momsengto the external environment and
accumulated knowledge through formal learning whioight enable them to pursue
livelihood strategy that leads to better incometigh making use of available Opportunities
of market. Therefore, it is hypothesized that etioodevel of the miner positively related to

the market margin.

4. Sex /ISEX.RESP/: Sex is related to whether the individual is malefemale.sex of a
respond expected to have impact on the marketinrgimaf artisanal miners .Male are more
strong in the bargaining so as to get better maRerhales are less experienced in marketing
because of cultural domination .The variable pesiyi or negatively affect the market

margin; it is a dummy variable, then if a resportdeiemale 0 or male 1

5.Agricultural production(AGRI.PRD) : Agricultural production is defined by the total
income generated from Agricultural production .egltural production income become

enough or yields best miners will have a confidetaceavait for some time until they get a
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good market ,it is measured as a continuous Wharimeasured in quintal, based on the

observation of year 2009/10 agricultural production

6. Gold production (ANNU.GOLDPO): Gold production is defined by the amount of gold
produced by the house hold with in a daie quantity of production per day matters to the
decision where to sell .This also negatively oritpady affects the marketing margin .The

variable is continuous measured in gram.

7. Co-operation (COOP.ORG): This variable may represent more than one meaiiog.
the purpose of this research considered unity anmoimgrs in order to make control over
their product enable them to get better price imseetheir bargaining power. The variable co-
operation measured as a dummy variable taking \@&ld&” if the miners have institution or

unity among them yes take a value of “1” and“Gheswise.

8. Credit service (CRED.SER): credit service is defined by institutions that pdavioan to
miners. It is crucial for miners to have accessappropriate microfinance systems. Such
support must reflect the specific needs of the eespe miners. The credit facilities
considered as to protect miners from illegal carditand also empower them to wait till a
time which they get appropriate price to their pratd Therefore the variable is expected to
positively affect the marketing margin. The var@altedit facilities measured as a dummy

variable taking value of “1” if the miners have ass to credit yes and“0”, otherwise.

9 Marketing information (MARK.INFO): A set of interrelated components that collect (or
retrieve), process, store and distribute infornmatm support decision-making, coordination
and control in an organization .This refers, if théner have the access to get marketing

information he can give better decision so as tdgéer margin .therefore, this variable may
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positively or negatively affect the market marginnainers. The variable is dichotomous if

there is access to market information yes the viake “1” otherwise “0”

10. License: (LICENSE.RES):The License is operationally defined as official persios

by government or under law or regulation given tmars and traders to produce or to sell
Gold. The miners have no license to produce and alselotheir products, therefore the
chance to search for a better market limited dueatzsporting the product with out a license
is risk. Then this variable positively or negativelffect the market margin .The variable is

dichotomous .if the miner have a license yes itsake value “1” otherwise “0”

11. Work Experience (WORK.EXPR): A number of years the miners work on mining
activity. In mining activity experience have a big share ¢b igore product and the place
where to sell is valid through the knowledge acclaton. Therefore, experienced miners
have the knowledge of market which makes them b&agf from market. Measurement of

variable is continues and number of year respongiesged on mining activity.

12. Production system (PRUD.SY$ The respondent choice of production weather, to
produce only Gold, or produce Gold as a major pcodimd Agriculture as minor product or
Agriculture as major and Gold as a minor productibimen, this production system will have
positive or negative impact on marketing marginefEfiore, producing only gold increase the
volume of produced Gold .more gold product willgmore margin. The variable is category
measured by multiple choice in which category #spondent reside

13. Logistic facilities (TRANSP.FAC): Logistic facilities defined by the access to get
transportation, telephone, road, electric power aater. The chance to search for a better

market is limited due to transportation, electyicivater, telephone, road and other logistic
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support have play a vital role . This variable magatively or positively affect the market
margin .The variable is categorical. The questiogsents in the form of multiple choice

which of the facilities more affect the marketingngin

14. Perception about the marketing channels (PERCEBHAN): Referred to knowledge of
HHH to different market channel. Miners perceptiabout marketing channels Have a
positive effect to their marketing margin .it hepem to make effort to minimize the long
channel and make direct contact to consumers $o abtain full margin .This variable is
discrete. In order to know about miner's perceptidiout marketing channels it should be

measured through rating scale, from very effedtiveomewhat effective.

15. Saving culture (SAV.CULT): The amount thrift of reserve money the respondast h

Respondent who have a saving experience more eofitbt to sell their product soon after
production due to financial problem. Therefores tariable have positive or negative impact
on market margin, it is dummy variable. If the msgent has saving take a value of “1” or

has not take value 66"

16. Time allocation to gold mining (TIME.ALL) time allocated to different type of work
and more time gets a product more product andtguabbtain this has more impact over the
market margin. With in this variable the time aldted to gold production, time allocated to
agriculture and for both producers computed bygmate.there fore the variable expected to
have positive or negative impact as the time atetaecrease or increase. It is a continuous
variable while more time given to product expectedchave more production. Hence, the

volume of Gold produced increase more acceptansehioje sellers specially (Nugdgt

L A solid lump of a precious metal (especially Gpld
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Table: 2 List of variables, their nature and meastement

NO. | VARIABLES .~ CODE TYPE
A i Dependent 5 |

. Marketing Margin . GMMM.P Y - Dummy
B : Independent ; 3 3
1- | Age i AGE.RESP ) i Continuous
2- : Family members participating in mining FAMI.PATC AX | Continuous
3- | Educational status i EDU.STST (X3) |  Category
4- | SEX . SEX.RESP . (¥ | Dummy
5- i Agricultural productior i AGRI.LPRC | (X5)  Continuou
6- : Gold productio gold . ANNU.GOLDPC | (Xg) ! Continuou
7- : Co-operation i COOP.ORG | X . Dummy
8- : Credit service 5 CRED.SERV & ' Dummy
9- | Marketing information . ACCMARK.INF! (¥ | Dummy
10- ! Licence . LICENSE.RES (%) | Dummy
11- | Work Experience i WORK.EXP (X11) : Category
12- : Production syste . PRUD.SYS | (X12) | categor
13- ! logistic Facilitie: . TRANS .FAC | (Xi3 | Category
14- : Saving culture : SAN.CULT (%)  Discrete
15- | Perception about marketing channels PERCP.CHIAN X15) | category

16- ! Time allocated to Gold mining ; TIME.ALL X16) | Categor
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CHAPTER IV
RESULT AND DISCUSSION

The nature of gold market has its own peculiar ati@ristics as comparing with other
commodities. The price of gold is precisely knovirthee world and national market. Starting
from the production /mining area/ to the final nmetrtkkhere are a number of market channels
with respective intermediaries. Regular tradersnmoassion agents, brokers, retailers and
wholesalers are market players. Most of the almagketing actors involved in the market
without having any license or legal permission.uelo its free entrance of buyers and exit
from the market at any time they desire is verypéem Hence, it was very difficult to
distinguish the real market actors. The purposthisfresearch was, to analysis the existing
market channels, and to identify factors influegcithe marketing margin of Artisanal
miners. For this purpose, 130 household heademnesmt, 30 different level traders and two
groups of eight participants of focus group distursswere engaged. Data collected with the
help of interview schedule and the result of gralipcussion analysis according to their
respective specific objective with the help of dgstve statistics like mean, percentage,
standard deviation chi-squared test and t-testalsas employed. Econometric model was in

use to identify the factors that influence the gatial Gold miners marketing margin.

4.1 Result of Descriptive Statistics

The analysis has three parts: the first part oflysimdeals on the examining of existing
marketing activities and marketing channels’. s thategory, the respondents’ personal
characteristics, working tradition, gold and agitiere product, sales of gold and agricultural
product, respondent market preference, market @lasamd share of market actors, were

discussed comparing with the marketing margin.
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Users and non users of marketing margin of theomdgnt in this study carry some
commitment. Artisanal miners who sale their prodatcthe farm get price or without getting
market margin categorised asn users of market margin. Those who sale the gold product
at successive market other than farm get or firatket at each stage they can make a

difference per gram of gold sales to full margimsidered as marketing margin users.

The second part of analysis deals on the factélitgeimcing the marketing margin: identifying
significantly affecting variables using statistitabls like correlation, collinearly effects, and
prediction using binary Logit model presents. Thiedt part investigates the role of legal and

institutional factors to support the developmeninairketing margin of artisanal Gold miners.

4.1.1 Personal character

4.1.1.1. Age
As portray on the (table 3) Out of 130 sample hbakEheads in three age groups, group 18-

45 years consists 93. %, are very active workingugs, and group of age from 46-64
consists 6.% are found to be less active age grotgially 99% of the respondent make up
economically active groups. The group above 65gef @mprises the remaining 1%. Within
the first age group, 43.8 % have got the marketnaggin. The remaining 56.2 % did not
achieve marketing margin. From second age group446t5 % could attain the marketing
margin only 25% did not. The hypotheses of thigaesh, was as the age of artisanal miner
increase, the responsibility to lead family incesasThen, wise decision making applied,

therefore, tried to get better margin.
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Table 3: age group of artisanal miners in contrasto marketing margin gain by respondent

Age Gross Marketing Margin Total
group users Non users
Attribute number | % within % from number @ % with : % from number | % with % from
in

total in total Total
18-45 53 43.8% 88.3% | 68 56.2% 97.1% | 121 100.0% | 93.1%
46-64 6 75.0% 10.0% | 2 25.0% 2.9% 8 100.0% : 6.2%
65 1 100.0% 1.7% 0 0% .0% 1 100.0%  .8%
and above
count 60 46.2% 70 53.8% 130 100.0%

Source: Computed from primary data

4.1.1.2 Sex

From the sample household heads shown on (tablé74§% were male and 22.3% were
female. Out of this number of 53 males (40.7%) wawa users of market margin and 48
males (36.9 %) were margin users. 17 women (13.¥¥@wlso non margin users and 12
women (9.9%)were margin users. The variable did stoaw significant difference in
achieving marketing margin. Mining is an activigrried out from beginning to end with
group participation because; it has got differantpsses passes to get the final output. There
is difference approach in selling gold product histresearch area that all produced in the
family collected for sale through the householddsed he unlimited power to administer the
output is given too. Due to this reasons, the nedent to this research were all Household
Heads /HHH/. From this household heads, here irstmuases, male confine this

responsibility through community cultural suppdéiemales who take this responsibility were
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cover 22% .The only rationale to seize this resjaity created through crack in the family

by the death of husband /widows/.

Table 4: sex of Artisanal miners in contrast to meketing margin gain by respondent

Gross Marketing Margin

sex Non users users total
number | % with in % from number | % with | % from number % with % from
total in total " total
male 53 52.5% 40.7% 48 47.5% 36.9% 101 100.0% : 77.7%
female 17 58.6% 13.1% 12 41.4% 9.9% 29 100.0% : 22.3%
count 70 53.8% 60 46.2% 130 100.0%

Source: Computed from primary data

4.1.1.3. Family participate in mining activities

The sample households have a total of 575 fanriirging from 0 to 20 members. As depict
in (table 5), out of this number, (40%) or 230 fgrmembers participate in mining. Most of
them were children at school age. This researctothggis that, as a number of family
increases the output or product increase thennttre product the more margin earned .out
of the total family size 34 HHH have no family ,thé7% of them did not get marketing
margin ,only 32.4 % get the margin comparing wittie@ group. But, those who have 5 to 10
families (100%) get the market margin .this celebthe more family participant have a great
contribution to market margin. The focus group dgston also certified grate contribution of
family members to marketing margin. But, they putemark some negative impacts on
family planning and marriage of two or more wives this purpose leads some social

problems. It was also able to observe from focasigrdiscussion that child labor was found
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to be the principal problem of the sector. Childa¢mpick time are also forced by their family

to leave school for many days to work at mining.sit

Table 5: Family members participate in mining compring with the beneficiation of marketing margin

No of Gross Marketing Margin
family Non users users Total
number % with in % from number % with | % from number % with % from
in
total in total Total
0 23 67.6% 15% 11 32.4% 8% 34 26%
100.0%
1 19 61.3% 14.6% 12 38.7% 9% 31 100.0% | 23.8%
2 21 60.0% 16% 14 40.0% 10.7% 35 100.0% ; 29.9
3 5 33.3% 3.8% 10 66.7% 7.6% 15 100.0% : 11.5%
4 2 28.6% 1.5% 5 71.4% 3.8% 7 5.38%
100.0%
5 0 .0% 0% 2 100.0% : 1.5% 2 1.5%
100.0%
6 0 .0% .0% 3 100.0% | 2.3% 3 2.3%
100.0%
9 0 .0% .0% 2 2 1.5%
100.0% 1.5% 100.0%
10 0 .0% .0% 1 100.0% | .75% 1
100.0% | .75%
Count 70 53.8% 60 46.2% 130
100.0%

Source: Computed from primary data

4.1.1.4. Educational Status

As it is observed on (table 6), out of the totahple household heads (23.85%) have attained
from grade 1-6, and (11.5 %) attained grade 7-i@sd who have the ability to read and
write comprises 15%, the remaining 50% were iltiter This research hypothesis that as a
level of education increases, miners’ knowledgenafket increases and they can search a
better market to get an appropriate margin. Tked tmumber of illiterate was 65, out of this

grouping, (83.1 %) were not the user of marketingrgm. Comparing the group of
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household heads who placed on 7-12 grade, (100%hewh are the users of the market
margin. Then this clearly shows how education $icguntly affects the market margin. Apart

from formal education, the researcher interviewleel tespondents and tried to point out
whether they have got training about marketing rgangent or not, how marketing research
support respondents to develop their knowledge afketing, also the respondent are the
user of extension service or not. However, alldahswers were no. These 100 % identical
answers make outliers , then the outliers cagivet statistically significant output, different

extension packages underlined by all focus granigipant as a fundamental solution to

the artisanal miners or the better performingeb marketing margin.

Table 6: Educational status of respondent * totlagross marketing margin gain by respondent Crossabulation

Educational Gross Marketing Margin
Level Non users users total
number % with in % from number % with | % from number % with % from
in
total in total total

grade 1to 6 3 9.7% 2.3% 28 90.3% 21.5% 31 100.0% 23.85%
grade 7 to 12 0 0% 0% 15 100.0% 11.5% 15 100.0% 11.5%
read and write | 13 68.4% 10% 6 31.6% 4.6% 19 100.0% 14.65%
only
illiterate 54 83.1% 41.5% 11 16.9% 8.46% 65 100% 50%
count 70 53.8% 60 46.2% 130 100% 100%
Source: computed from primary data

4.1.1.5. Production system
All selected sample HHHs are those who have direlettion to gold mining. There were

three types of working practice. The first onehigse who are only devoted on gold mining,
second, those who are scheduled gold as majorudtgrie as minor activities and thirdly

group of HHHs that takes agriculture as major amd ghining as minor activities.
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As represent on table 7 (25%) of the respondemdumed only gold within the group (57.6

%) were able to achieve the marketing margin. Témosd group who produce gold as a

major product comprises (24%) within the group 94 ®ere successfully accomplished the

market margin. The third category, agriculture asaan product and gold to supplementary

activities comprises (50.7%). Nonetheless, those are able to get the market margin were

only (36.4%). This output point out that produrconly gold has better consequence.

Table 7: production system by gross marketing marig

TYPE PRODUCTION

Gross Marketing Margin

total

SYSTEM Non users users
number | % with in % from | number | % within | % from | number % with | % from
total total " total
only gold mining 14 42.4% 10.76% | 19 57.6% 14.6% 33 100.0% | 25.38%
Gold major agriculture minor: 14 45.2% 10.76% | 17 54.8% 13.% 31 100.0% : 23.84%
Agriculture major gold seco | 42 63.6% 32.3% 24 36.4% 18.46% : 66 100.0% : 50.76%
count 70 53.8% 60 46.2% 130 100%

Source: Computed from primary data

4.1.1.6. Work experience

This variable was hypothesized that as a miner Idpsehis working experience, the

knowledge he acquires on marketing assists hirbdtter marketing margin. As indicated in

(table 8), the first group, those who have expegamp to 5 years, were (37%) out of the total

respondents. Within this group (60.4%) do not aahithe marketing margin. The second

group (6-10 years working experience) comprises 8%he total respondents. Within this

group, (53.3%) were not the user of the market marghe third group (11-15 years of

experience) consists of (12%) of the total respotsldnside the group, 66.7% could not get

the marketing margin. The fourth collection, (16-%@ars experience consists of (12 %) of

64




the total sample HHH. Within this group (60%) wéne user of marketing margin. The fifth
cluster, (21 and above experience) were (2%) oftaked sample HHHs. Within the group
85.7% were the users of the market margin .Thisvshas the number of years experience

increases, likelihood of being the user of markatgim increases.

The output of the study also agrees with the faposip discussion observation. The remark
of the group regarding work experience as folloWlse new sound of alarm in the field of

mining is the increasing opportunity of not gettopgd after exerting much labor. One of the
reasons to this event is that, there is no geabgmapping work done in the area in order to

minimize the labor wastage of Artisan miners’.

Table 8: Work experience by the marketing margin

No Gross Marketing Margin
years Non users users total

number % with in % from number % with % from number % with % from

in
total in total total
0-5 29 60.4% 22.3% 19 39.6% 14.6% 48 100.0% 36.9%
6-10 24 53.3% 18.4% 21 46.7% 16.1% 45 34.8%
100.0%

11-15 10 66.7% 7.6% 5 33.3% 3.8% 15 100.0% 11.5%
16-20 6 40.0% 4.6% 9 60.0% 6.9% 15 100.0% 11.5%
above 20 1 14.3% 0.76% 6 85.7% 4.6% 7 100.0% 5.3%
count 70 53.8% 60 46.2% 130 100%

Source: Computed from primary data

4.1.1.7. Time allocated to gold mining

Gold production time is calculated in terms of we#hkis tradition came from team operation

started on Sunday and completed on Friday, and thiexers back to their home. The
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hypothesis to this variable was, the more timecalled to gold production, and then more
production is liable to better marketing margin.depict on (table 9) the minimum weeks

(6-10) schedule by 26 miners. Within this collenti 25 miners (96%) were not the user of
market margin whereas, those who allocated maxirtioma (above 21 weeks and above)

were 17 miners of which (82.4 %) were successfgeitting the market margin.

Table 9: Time allocated to mining of gold by totalmarketing margin

No Gross Marketing Margin
weeks Non users users total
number % with in % from number % with % from number %yvith % from

total in total " total

6-10 25 96.2% 19.2% 1 3.8% 0.76% 26 100.0% 20%

11-15 26 53.1% 20% 23 46.9% 17.69% 49 37.69%

100.0%

16-20 16 42.1% 12.3% 22 57.9% 16.9% 38 100.0% 29.2

above 20 3 17.6% 2.3% 14 82.4% 10.77% 17 100.0% 13.11%

Count 70 53.8% 60 46.2% 130 100.0%

Source: Computed from primary data

4.1.1.8. Gold production

The total amount of gold produced by 130 sample HHiHown on the (figure 3) were
2,788.44 gms. This ranges from 7.4 gms to the mamximproduction of 65.35 gms of gold.
The average production was 21.45 gms. Comparingmitemum production with the
maximum one, the market margin, 39 producers placethe minimum production, which
ranges from 7.4 to15 gms. Within this group, 74di#not get the marketing margin. On the
other hand, the maximum producer group (41 gm &ode) were 6 in number and from this

group 83.3% get the marketing margin.
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Frequency

Figure 3: the year 20(- 2010 gold produced by responde

40

3077

207

10

N Valid 130
Mean 21.4495
Variance 91.660
Range 57.95
Sum 2788.44
Minimum 7.40
maximum 65.35

Iy I

T T
0.00 20.00 40.00 60.00

year 2001-2002 gold product of respondent in gram

Source: Computed from primary data

4.1.1.9. Agriculture product

Still agriculture is a leading product in the resbaarea. Out of 130 sample HHHSs, depict on
(figure 4) only 36 respondents were not involveagriculture. This comprises 27% of the
total respondents. The total production was 1,14 ¢@intals; the range was a minimum of
4.69 quintals to the maximum 28.8 quintals, andrtfean product was 12.21 quintals. The
products were: sesame, Soya been, Maize, Sorghnch,Okra. The hypothesis of this
research was, as the agriculture product increaesrs get confidence to wait for some
time not selling the gold. Hence, they can geteogitice of it. As the result of this research,
we can understand that from the least produceés(dhntals), 72% were not the user of
Market margin, but from maximum producers (21 ahdve quintals), 71% were the user of

market margin.
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Figure 4: the year 2009 — 2010 agricultural produncby respondents
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4.1.1.10. Comparing Gold and Agriculture Income
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While Agriculture was the leading activities in theea, the average earnings from gold was

birr 6,975.00 and agricultural average earning &0 birr 6360.77. No Considerable

variation has been observed; when one compare aiéngs from gold and agricultural

productions. This can be seen as the maximum epfrom gold reaches to 2, 2681.90 birr

whereas Agricultural earnings were 1, 4994.00 birr.

Table 10: Comparing Gold and Agriculture Income

Valid Missing { Mean | Std. Deviation Range Minimum Maximum Sum
Gold sales income 130 0 6974.5 3280.07 20204.90 2477.00 22681.90 | 906689.20
Agriculture sales Income; 94 36 6374.7 2791.53 20204.90 2319.50 14994.00 | 599230.65

Source: Computed from primary data
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4.1.2 Marketing margin
The research found out that there are eight funationarket points from producers (the

Artisanal miners) to the final consumers’ deleg@t@ational Bank of Ethiopia). Quarterly
Report (2001-2002) of Bureau of Industry and Conuaealso confirmed the output. The
nature of the market price percentage increas#iseadistance increases from production site
to each successive market at an average priceroPl&5 /gram of gold. The increment
variation ranges from minimum birr 5.00 to birr 26. The full series from producer to
consumer is an average variation of birr 67.25sThitcome comes up from the weighted

average selling price of gold one year transaction.

Total Gross Marketing Margin (TGMM) - is always related to the final price paid by the

end consumer and expressed as percentage (Meid&ss,

TGMM= Consumers' price - Farmers' pricex 100

Consumers' price

" Producers' Gross Marketing Margin (GMMp) is the portion of the price paid by the

consumer that belongs to the miners as a prodiiter.producers' gross marketing margin

can be calculated as:

GMMp= Price paid by the consumer - Marketing Gross Margirx 100

Price paid Iblye consumer

1. GMMp=22275.00 -342.58 10020%

342.56
20 production site market price 275.00
Village market price 282.50

Productioresifross margin = 7.50 birr per gram of gold

69



i) village market price
Shegol market price
Village marlg@bss margin = 5.00 birr per gram of gold

282.50
287.50

Shegol margeiss margin = 5.00 birr per gram of gold

Menge markeigs margin = 12.50 birr per gram of gold

Assosa maiggetss margin = 16.25 birr per gram of gold

Addis Ababarket margin = 5.00 birr per gram of gold

4. Shegol market price 287.50
Menge market price 292.50
S Menge market price 292.50
Assosa market price 305.00
6. Assosa market price 305.00
Addis Ababa market price 321.25
T Addis Ababa market price 321.25
World market price 326.25
8............ World market price 326.25
National Bank market price  342.56

National Bank market pric

Table 11: Market Price of gold on quarterly bases

gross margin = 16.31 birr per gram déigo

Market place Yekatit — Genbot — Nehase- | Hidar-Tir Weighted

Miazia Hamele Tikemt 2002 average

2001 2001 2001-02 price
Production site 220.00 240.00 280.00  360.00 275.00
Village market 225.00 245.00 290.00 370.00 282.50
Shegol market 230.00 250.00 295.00 375,00 287.50
Menge market 235.00 255.00 300.00  380.00 292.50
Assosa market 245.00 275.00 310.00 390,00 305.00
Addis Ababa 260.00 285.00 330.00 410.00 321.25
World market 265.00 290.00 335.00 415.00 326.25
National market NBE 278.25 304.50 351.75 435/75 2.38

Source: Regional trade and commerce bureau quarterly report
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Table 12: Miners sell their product quarterly anrd annual average

Market place Yekatitia-miaz | Genbot-Hamele | Nehasse-Tikemt| Hidar -Tir Weigh ave

Freq % Freq % Freq % Freq % freq %

PRODUCTION SITE 84 64.6 83 63.8 88 67.7 104 80 89.75 69
VILLAGE MARKET 4 3 4 3 17 13 10 7.7 8.75 6.7
SHEGOL MARKET 11 8.5 8 6.2 0 0 0 0 4.75 3.67
MENGE MARKET 9 6.9 12 9.2 11 8.5 5 3.8 9.25 7.1
ASSOSA MARKET 19 14.6 4 3.1 13 10 9 6.9 | 11.25| 8.65
ADDIS ABABA MARKET 3 2.3 14 10.8 1 .8 2 1.5 5 3.8

WORLD MARKET 0 0 0 0 0 0 0 0 0 0
NATIONAL BANK 0 0 5 3.8 0 0 0 0 1.25 1.08
Total 130 | 100.0 | 130 100 130 100 130 100 130 100

Source: Computed from primary data
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Figure 5: Menge Woreda Gold Marketing Channe
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4.2 Identification of the Important Factors influencing the marketing
margin of Artisanal miners

4.2.1 Statistical results for the binary logistic egression model

In the next parts of this report, the descriptimalgsis of the important explanatory variables
that were expected to have impact on the marketiagin of artisanal miners was presented.
In this section, the hypothesized explanatory \dem were used to estimate the binary
logistic regression model to analyse the importaators that determine the artisanal miners
to have the market margin or not. A binary logisggression model was fitted to estimate
the effects of hypothesized explanatory variablasttee probability of being the user of
margin or not. JMP 5 and SPSS 16 for windows wesed for the analysis. Prior to the
estimation of the model parameters, it is cru@atheck the problems of multicolinearity or
association among the potential; candidates vasaflhe data we use in the analysis might
display little variation and /or high inter corrétan, which leads to high standard error or
very low t-ratios the situations where the explanawariables are highly inter correlated is

referred to as multi co linearity (Maddala,1992).

To this end, the contingency coefficients (CC), eihimeasures the association between
various discrete variables based on the chi-squwaeee computed in order to check the
degree of association among the discrete varidile.value of CC ranges between 0 and 1,
where zero indicating no associations between tgales and the value close to one
indicating a high degree of association. The vagamflation factor (VIF) is a measured

used for associations among continuous explanatorgbles.

According to Maddala (1982}, VIF can be defined as;

VIFki)= 1
1-R3

VIF (x) =1
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Where, Rz i is the squared multiplied correlation coefficieré¢tleeen Xi and the other
explanatory variables. A statistical package kn@asnSPSS version 16 was employed to
compute the VIF values. Once VIF values computedRiralues can be calculated using the

formula.

The VIF values displayed in (Appendix table 2) hslsown that all the continuous
explanatory variables have no serious multicolliftggoroblem except the variable work
experience. As a result, all the three continuarsables were retained and entered into the

binary logistic analysis.

The first step before variables entered to the model were chesigmificant relationship
between the explanatory variable and dependerdahblardf continuous variables using t-test.
Displayed on (table12) six continuous variables potad and only four variables were

significant relation with dependent variable a¢eel of 95% level of confidence absorbed.

Table 13 T-test for continuous data

. VARIABLE NON USERS USERS |
¥—mm
Deviation Deviation

Family members participate 1.20 1.071 4.058 .000*** 2.43 2.265

Work experience on mining .94 1.020 2.044 .005%** 1.37 1.340

Weeks assigned to mining 1.96 .875 5.767 .972 2.82 .813

Production System 2.40 .806 -2.178 .844 2.08 .850

Year 2001-2002 gold product | 17.3363 5.68456 5.956 .000*** 26.2483 10.91444

Year 2001-2002 Agriculture 1.9286 1.33320 .107 .015** 1.9000 1.71435

Source: Computed from primary data

Similarly, chi-square used to test the significant relatignbetween categorical independent
Variable with dummy dependent variable as showntairle 14 out of ten categorical

variables 7 variables remain valid and three wejected.
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At the third step, independent continuous and discrete variablesifigignt relation with

dependent variable nominee were 7 discrete ana#ncous independent variables.

Table 14: Chi-square test for frequency differencesf discrete variables

Dichotomous score Non users users total Chi-square

VARIABLES No % NoO % NoO %
0 66 94.3% 5 8.3% 71 54.6% 96.313
Age 1 4 5.7% 54 90.0% 58 44.6% 000***
2 0 0% 1 1.7% 1 8%
0 17 24.3% 12 20.0% 29 22.3% 342(b
Sex 53 75.7% 48 80.0% 101 777% 558
1
0 65 92.9% 5 8.3% 70 53.8%
) 1 2 2.9% 12 20.0% 14 10.8% 93.517(a)
Educational status 3 43% 28 46.7% 31 23.8% 000**+*
2
3 0 0% 15 25.0% 15 11.5%
_ 0 69 98.6% 14 23.3% 83 63.8% 79230
Saving culture 1 1 1.4% 46 76.7% 47 36.2% 000***
_ 0 69 98.6% 42 70.0% 111 85.4% 21.134(b)
1 1.4% 1 0% 1 14.6% 000
Cooperative member 1 8 30.0 9 6 Kkk
_ 0 70 100.0% 58 96.7% 128 98.5% 2.370(b)
0% 3% 1.5% .
License 1 0 0 2 33 2 124
o ] 0 66 94.3% 9 15.0% 75 57.7% 83.207(b)
7% .0% .3% .000
Marketing information 1 2 579, 51 85.0% 55 22.3% Fkk
_ _ 0 68 97.1% 7 6.7% 72 55.4% 107.029(b.
9% .3% .6% 000
Credit service 1 2 2.9% 56 93.3% 58 44.6% kk
0 42 60.0% 29 48.3% 71 54.6%
Market channel perception 1 27 38.6% 26 43.3% 53 40.8% 4.31212éa)
2 1 1.4% 5 8.3% 6 4.6% '
0 2 2.9% 0 0% 2 1.5%
1 28 40.0% 8 13.3% 36 27.7%
89.901(a
Logistic facility problem 2 4 5.7% 0 0% 4 3.1% 000**(*)
1 1.4% 4 1.7% 5 5% '
3 9 8 0 38
4 35 50.0% 3 5.0% 38 29.2%

Source: Computed from primary data

contingency coefficient for discrete variables wasmputed and the result shows that out of
7 variables all have no serious multicollinearityofdem among discrete explanatory
variables (appendix table 1)at the fourth steptinaous variables was computed VIF ,and
the result shows that out of 4 variables, threeew@o serious multicollinearity problem

among continuous variables (appendix table 2). faadly, a set of 10 explanatory variables
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(3 continuous and7 discrete) were included in tlegleh and used in the logistic analysis.
These variables included in the model were selebtes@d on theoretical explanations that
how the demographic, economical and organizatiaheracteristics of respondents are

related to the two main user or non user of mangeatnargin measures.

To select the Best fitted variable ,the methodoofvhird and back word likelihood ratio give
automatic selection access based on the givendemak level. It uses step by step method
to included and excluded variables, so that itésicto understand. To this end the forward
likelihood ratio employed and sorted out 5 variahd¢ the confidence level of (95%) and 1
variable at (99%) confidence levehurth step On table 15, the model fit shows a minimum
score of -2 Log likelihood ratios and maximum levélcox and snall Rat the fourth step.
Also on the classification table attached on Anrxdepict percentage correct 97.7

independent variable explained dependent variable.

Table 15 Model Summary

: Cox & SnellR Nagelkerke R
Step i -2 Log likelihood ;
; Square ; Square
1 i 83.709(a) i 521 i 696
2 § 29.682(b) § .684 § 914
3 21503(c) | 703 940
4 § 13.460(c) § 721 § .963

Source: result of binary Logit model

At the fifth stage, one variable at confidence v of 99% and other five variables at
confidence interval of 95% be statistically sigcéfint out of ten variables. The parameter

estimation for binary Logit on table shows the festithe model.
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Table 16: Parameter Estimate for Binary Logit (variable in the equation)

B v S.E.  Wald df 1 Sig. | Exp(B)
Variables : : : : :
Lower Upper ' Lower ' Upper '+ Lower Upper
Step E E E E E E
4(d) !  COOPORG | 5440 | 2355 ! 5336 ! 1 0217 | 230.452
EDU.STST P2739 1 1299 | 4443 1 1 .035%* | 15.469
SAV.CULT | 4000 : 1656 : 5836 | 1 i .016** | 54584
MARKINFOR | 4718 | 2228 | 4484 | 1 {034 | 111.990
CRED.SERV | 2064 | 475 | 18870 | 1 | .000%* |  7.875
AGRILPRD | 109 | 044 | 6093 | 1 | .014% | 1115
Constant | -6.990 | 2348 | 886 | 1 | 003 |  .001

Source: result of binary Logit model

= ** gignificant at 1%, 5% level of significaniespectively.

4.2.2. Cooperation of miners

Informal cooperation among miners created for mdargraction regarding price and control

to other marketing events. The survey result showsof 19 cooperation participant miners

18 miners were market margin users. The model tsts the significance of variable at

95% confidence interval. Then the hypothesis ttied, cooperation among miners increase
the marketing margin of artisanal miners. But, thisiporary cooperation is not valid unless
changed to a valid and vibrant marketing coopegagstablished. The focus group discussion
agrees with this idea too and they request traioimghe as to how to come to marketing

cooperative.
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4.2.3. Education status of Respondents

The variable is significant, 0.035, at (P< 0.05)d amas positive association with the
marketing margin. As the educational level of amisl miner gets higher, he can easily
understand the process and market channels, aperatid benefits which is relevant to
increase the market margin. The positive effecthid variable indicates the importance of
education in influencing miners’ market selectidime of sale, market management,
decision-making and utilization of different opparities, which increase the marketing
margin of artisanal miners. This result is consisteith ideas stated in Dubey, Singh and
Khera (1982) found that participation in decisioakimg remained mostly same irrespective

of their educational level.

4.2.4. Annual Agriculture production

This variable has an effect on the competence némito make a decision on gold market to
wait for a time to better price. At confidence me 0.014, at (P<5%) the result agreed with
the idea that as agricultural production increaties,miner will have a potential to wait for
some time to get better market price. As the prodndncreases by one unit, it will have a
9.65 increment on the marketing margin or the podiby to get marketing margin increases
as the odd ratio indicates, with the assumptioraséris paribus. Observation from focus

group discussion also certified this fact.

One point that can be raised at this junctureas mhiners have a strong link and attachment
with agriculture and rely on it for their livelihdothough it has been practiced in a more
traditional manner with backward technologies. $o,needs special attention of all
development partners in introducing improved tebdbgies to make living out of these wide

and virgin arable land as gold is a non renewaseurce. It was also able to understand and
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as the participants of focus group discussion ssigge for sustainable income and better
gold marketing margin it is vital to support or @st on Agriculture as the income generated

from Gold is very minimal.

4.2.5. Market information

The variable affects the intelligence or cleverniessmaking a decision on what time and
places to sale his product. The more and precignmation tend to get miners better
marketing margin. The variable has a confidencerval of 0.034, at (P<05%). The result of

the research agrees with the initial hypothesis.

4.2.6 Credit service

This variable also empowers the potential of mirtergive reliable and become stable on
decision making following the market trend. As hymsised, if the miners get credit

services they become stable and expand their vaoik they do not forced by miscellaneous
expenses to sale their product under margin. Taigable supported by the model at the
confidence interval 0.000, at (P<1%). The odd ratsm shows, as the credit service provided
to artisanal miner the ability to get marketing giarincreases one unit, by 5.537. Also the
focus group discussion identified a number of (esfi) which create burden on the society
and one of the reason not to get reliable margis thie lenders did not give time to make a

decision to sale at better market. The importarficeicrofinance institution underlined.

4.2.7 Saving culture

The variable indicates the ability to resist agafimancial problems of present as well as the
future. Respondents who have money can make cdrdgaision and the ability to wait or
make immediate sale decision was under their cbrBexause, no other force make them to

sell. They have financial capacity to choose th& bearket which made them the better user

2 Money lender at excessive interest
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of market margin. This variable supported by thevey at a confidence interval

0.016(P<05%). As the respondent saving capaciteases, the ability to get market margin
increases by 792.023 to one unit as the odd rdtmws with the assumption of ceteris
paribus. The focus group discussion also runs #meesidea with this output. The saving

culture is not developing in the society, that'sythey are detaining under poverty.

4.2.8. Market channel perception

The survey identified different market channelshwihieir respective market margin. In this

margin, as the level of market changed or stephé dhannel increases, the margin also
increases to which the seller reaches to final woes. Even though, the variable did not get
significant output, the table portrayed ,out of 1@3pondent only 6 miners have best
perception on market channel 71 miners compris&8oj8id not have any idea about

marketing channel.

Table: 17 Market Channel Perciption * total grossmarketing margin gain by respondent

Total gross marketing margin
_______ gain by respondent ____: ___Total
nonuser ! user
| POOR ! 42 i 29 : 71
MARKET CHANNEL " BETTER | 27 """" T 26 """" ' 53 """"
PERCEPTION CTTUBEST T
Total 70 60 130

Source: result of binary Logit model

4.3 The role of legal and institutional support

Policy rules, regulation, and institution are kégneents for stable marketing system. When
there is stabilized or regulated market in the esystboth buyers and sellers will have
relatively benefited. The main problem in the maqisector was the limited capacity to

regulate or control the movement by the governmamd, the sector is vulnerable to illegal
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activates. Due to this reason, in most cases adisainers exposed to mistreatment by

middleman.

The study reviewed how much effort being made l®y ghctor in supporting the artisanal

miners to make them benefited from the market udifigrent rules and institutions.

4.3.1. Institutions

The mining sector organized in the federal leveltlom status of ministry, by the name of
Ministry of Mining and Energy. At the regional ldv@ganized on the status of Bureau, but it
is pooled with Water, Mining and Energy Offices. \$s observed during the survey, most
of the Bureau activities were devoted to water ezldted activities. At woreda level the
sector organized under the Office of Agricultured &ural Development on the status of
Desk delegate by the desk team leader. One ofuigosts that the community is expecting
from the mining office was to obtain relevant ammaly information on marketing and
related activities. Concerning the support givernthi community, the research interviewed
130 HHHSs, 12 traders and the focus group discussiembers. From 130 respondents, 123
respondents did not get marketing and related nimf¢ion. This means the services reached

only for 5.4% of the respondents

Table 18: SUPPORT TO MARKET INFORMATION

Frequency Percent Valid Percent Cumulative Percent
Valid NO 123 93.9 94.6 94.6
YES 7 53 5.4 100.0
Total 130 99.2 100.0
Missing System 1 .8
Total 131 100.0

Source: primary data
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4.3.2 Technical support

Under this variable, marketing research, extensiervice, value additions integrated and
presented to the users in the form of interview disgussion. The result of the research

indicates that the services did not reach to tmenconity at all.

4.3.3 Laws and regulation

As a result of the political change that took platd 991, a new economic policy has been
introduced in the country. In the mining sectore tipovernment has promulgated a new
Mining Proclamation and Mining Income Tax Proclaimatto encourage the participation of
private capital in mineral prospecting, exploratiand development activities. The new
Mining and Mining Income Tax Proclamations wereues$ in June 1993. The Mining
Regulations came into effect in April 1994. The Mup Proclamation No. 52/1993 and the
Mining Income Tax Proclamation No. 53/1993 were adweal in favor of investors in 1996.
New proclamation is introduced in order to faciktathe market aspects of mining

‘Transaction of precious Minerals proclamation No5182001.

Under this variable, how the respondents are famdr accustom with these different laws
regarding to the mining activities was observed @spondents were interviewed about how

the law control the marketing activities and aisersing.

To start with the newly introduced proclamation aefing transaction tax for precious
minerals N0.651/2001, it is very essential for gaiial miners in order to give them chance
to transact their product direct to export. If thieyly understand and organized in such a
way, the law allows them to do so. But the awarerméshem is only 2% and the remaining

98% are out of the track or do not have any typ@aformation concerning the law.

Table 19: Awareness of miners with different minig regulations

Income tax regulation | Income tax regulation Transaction tax for
53/93 Amendment no.23/93 precious minerals
no.651/2001
frequency | percent frequency | percent frequency percent
Valid NO 124 95% 122 94% 128 98%
YES 6 5% 8 6% 2 2%
Total 130 100 130 100 130 100

Source: primary data
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4.3.4 Licensing

Licensing is arofficial permission to do something, which is eitlimm a government or
under a law or regulatiorExperience of different countries revealed tha¢rge has the
advantage for both the licensed and license isguariner to be secured and to get different
support from government license is very importafilso, the mining recourse is not
renewable item, the need to have proper utilizatiave double effect: that is, making use of
resource for longer period of time, and supplyh tarket as demanded. It also gives a title
to administrate the resource on the bases of diifetypes of contract agreements. On the
side of the government, it helps to controls ower proper utilization of resource, to prevent
environmental degradation, and at large the incénm@ tax. This mutual benefit can not
easily be understood by miners. To this end, aticeoned bodies prepare themselves for
strong and a prolonged awareness creation worko,Ahe survey tried to know how many
of the miners have production, and how many ofTthreders have selling license, including

their intension about licensing was absorbed giViies performed with out License.
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CHAPTER V

CONCLUSION AND RECOMMENDATION

5.1. Conclusion

This study was undertaken with the intention ofradding the fact that why the long year's
artisanal gold miners’ effort towards gold miningtigities has not improved the livelihood
of miners. To come up to the answer, understandingxisting state of market affairs was
very essential. Based on this information, findihg factors which have influence over the
marketing margin of Artisanal miners was very cali¢or this research. Examining the role
of legal and institutional support from concerneave&yrnment bodies was also equally
important as these Artisanal miners in Menge Woreataprises almost (83%) of the total
population, and used the field as a means of comtirexistence next to Agriculture. After
the identification step, the intention of the resbavas vital to give solution to the problem.

Then, this part of the research detailed the ingmbiindings and recommendation.

Before passing to the findings, it is worthwhilestate some difficulties encountered through
out the study. As the nature of gold is considexedneans of accumulating wealth, it gave
rise to fear to get the appropriate data from redpats as predicted. The respondents
frightened the research interview by relating vifittome tax collection. The respondents also
did not have experience to make an interview witarge person and did not have the
patience in the interview for more than 5 minut@s. the other hand, the remoteness of the

area and language barriers put their image onetbearch.
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Staying with them for long period of time to makédohby works with the help of opinion

leaders, selecting native enumerators and traimeh,t above all, make use of participatory
approach principles like giving priority to expres®ir idea, give respection for their idea,
taking the role of facilitator, using films to canee them and make a documentary film

together were some of the researcher’'s mechansnesist against the challenge.

Different methods and techniques were employedotteat, analyze and interpret data to
keep the quality and creditability of the researstierwards, the following selected findings

were obtained and presented as follows:

After critical examination of the current marketacimels, the research found eight gold
marketing channels from producers to the consuiftes. total market margin of Birr 67.56
per gram of gold was 20% of consumer’s price. BWS56 Birr per gram market margin
shared among different market intermediaries wheehao contribution to production or
value addition. The minimum share of margin reaclremn 5.00 Birr per gram on the
production site market up to maximum margin of 1608t per gram. This was paid by the
National Bank of Ethiopia including the incentiv%3o0 local miners. As it was observed in
this research that gold market channel has a umgtige of free movement of producers and
other market actors to select their own root ortacin unlike other market channel,
agriculture. They were not forced to sell only ke tsubsequent channel. Due to this free
movement, 1.08 % of respondent miners reachedetditial market to get the full margin
Birr 67.65, but only 16.81 birr per gram incremé&woim the preceding (line) market. Miners
sell 3.8%, 8.65%, 7.1%, 3.65% and 5.2% of theidgmloducts at Addis Ababa, Assosa,

Menge, Shegol, and village market, respectivelyerEthough the free root of market were
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existing, 69% of artisanal miners sell their pradatcproduction site (farm get) without any

market margin.

This was attention-grabbing part of the researctintding out the reason. Then the research
treated this case as of factors influencing mankethargin of artisanal miners. To this end,
the research found that marketing margin of aréibariners was positively affected by credit
service at (99%) confidence interval. Marketingomfiation, saving status, educational
status, agricultural production and cooperation gissitively affected the marketing margin

of artisanal miners at 95% confidence interval.

In consideration of legal and institutional suppéro mining tax and one newly developed
transaction of precious minerals proclamations vde@ared but 95% of the artisanal miners
were not aware of it. The expected marketing infition and technical support of different
level of concerned government organizations vaticc.4% and only 12% of 30 sample
traders have license to purchase and sell golduptsd Nonetheless, all production and
marketing activities performed entirely without divense. Hence, the long market channels,
too many market intermediaries, largely povertyeni livelihoods of the community, and

too little capacity of government to control illéggerations aggravated the problem.

5.2. Recommendation

To improve the marketing margin of Artisanal goldners, the following points are
recommended based on the results of the study.

1. Launch direct market channel with National Bankof Ethiopia:

The marketing costs and margins can be increasezh wiifferent marketing agents are
involved. Most of the marketing margins were takgrwholesalers and retailers. Pure gold

were marketed from producer to secondary level ptark order to obtain better price and
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improve the marketing margin. Then artisanal mirstrsuld supply gold product directly to
the National Bank of Ethiopia. In the long run mm@repare themselves to processing into
export marketing system. The new proclamation “Semtion of Precious Minerals
Proclamation No...651°/2001"” also encourages doiogT®hese solutions have also a mutual
benefit to miners as well as the government. The played by the government will be
facilitating the institution whereas effectivelying of institution on the side of miners.

2. Encourage microfinance institution to open branh near by Artisanal miners and also
government should setup revolving and collateral fod:

The financial position of miners should be improtatbugh supplying credit facilities and
developing the culture of saving to properly attdie opportunities seen in the prevailing
increasing trend of gold market.

Local leaders should have to invite and give iniwento micro-finance institution to open
branch and give services.

It is also possible to allocate a fund by Woreda &egional government to facilitate
collateral often requested by financial institutimmminers. National Bank should have to
give attention to this highly potential area whican contribute a lot to the national
economy.

I dentify and develop schemes that will enable miners to have access to finance. Financial
empowerment of small-scale miners is a prerequifite the success of the overall
development strategy of the sector. This requites d@stablishment of special financing
schemes, such as government/donor-supported fim@ngrogrammes, revolving loans,
equity-based schemes, hire/lease/purchase schdiagsrs’ credits, group schemes and
others.

3. Organizing valid and vibrant marketing cooperatves:

Extensive training and education should be givenmarketing, production and technical

management, and on the how to strength the bamgapower of this dispersed Artisanal
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miners in organizing them in a valid and vibrantrkedsing cooperatives as they have a

significant role in solving marketing problems afialholders, and has long been recognized.

4. Develop integrated Extension service, marketing research and marketing information
system:

» Establish a specialized small-scale mining unit/department within the Ministry
responsible for mining that will promote and provide support services to the sector.

The unit must have a core of multi-disciplinary lified personnel and should have regional
offices strategically located close to SSM areagelts in mining technology, environment,
gender, and child labour, financing, minerals manig and others, should be provided.

» Establish a network of regional and district offices located in all key mining areas
so that monitoring and assistance programmes can be executed effectively.

In order to monitor, supervise and assist the S&Mos effectively, a network of mining
offices located in all major mining areas shouldsbée up. Each office should have qualified
experts to assist the miners. The set-up will endi® district or regional office to deal with a
relatively small group of miners and operate madifectively. By being located close to
mining areas, the offices can easily deal with gmecies, deliver assistance programmes
quickly, and develop the trust and good relatiorith ihe miners that are essential for
development of the sector.

e Through the small-scale unit/department, develop extension services aimed at
assisting miners to adopt working techniques that are efficient and environmentally
acceptable.

These programmes should be developed in consultatith the miners, and to maximize
impact, they should be localized in the regional district offices.

* ldentify and develop mechanisms that will allow small-scale miners to have access
to training, demonstration of efficient working techniques and acquisition of

appropriate working equipment.
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5. Encourage Investment on Agriculture and value addibn:

The mining activity still play the role of fillinghe gap or deficiency created in Agricultural
income. Besides this, gold is not a renewable mesob0, due consideration should be given
for sustaining the income. Here, making investmanigriculture sector from gold income
can be taken as one of the remedies for the susgashincome.

6. Coordinating action should be taken to improve exisng market environment:

The Regional and Woreda Administration stratedgm ghould give a first-class attention to
the fulfilment of infrastructure, and the way hosvdontrol illegal marketing environment in
order to bring change in the livelihood of Artishmainers. This is because illegal market
poorly treated miners, and infrastructure probletss have a significant contribution for the
poor attainment of the needed marketing margin imcturn largely decreases the income
of miners.

» Develop a mining policy that incorporates a povedguction dimension in SSM
strategies and recognizes small-scale mining agemfial economic sector with clear
identification of constraints and potential.

» Develop specific regulations for small-scale miningrder to address environmental
protection, health and safety requirements that meetical, implementable and
within the technical and financial capacities a thiners.

7.  All Development plan regarding Artisanal Miners shauld incorporate women
affairs, child labour and environment protection.

A valid discussion was conducted with focus groapecerning women work load, child

labour that have been the cause for school drop antl class repetition of school boys

especially during pick time of gold extraction, aedvironmental degradation issues. The

focus group discussion undoubtedly accepted thetende of the aforementioned problems

of having a direct association with the activitpdaarrived at conclusion of considering the

issues in development plans of all the respectigarts.
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8. Federal regional government support on developing €ological mapping:

The issue was also mentioned in focus group digmusisat the increasing tendency of losing
products after wasting much labours and time. Thidue to lack of geological mapping to
indicate the potential area. They mentioned theeegpce of neighbouring country, the
Sudan. It is pretty known that, geological mappmeeds high investment cost, but the
Regional and Woreda Administration Offices shoutdvdnto request the support of Federal
Government as a main concern. The research hasoaisd this as a leading problem on the

sector and the sector has been found as a jolobépility or lottery.

5.3. Implications for future research

1. This research was based on marketing margin claadl miners or marketing aspect.
Nonetheless, the challenges of mining/productian exqqually important elements to
be investigated.

2. The work over load of artisanal women needs tothbeaimmediate attention of the
policy makers and other concerned parties so tleani be given a dead-lock.

3. The impact of gold extraction during the pick seasm child labor and school
dropout rates need to be further investigated hastnot been seen critically in this
current study.

4. As gold extraction has a direct link to the envir@nt, the concerned bodies in the
region should give due attention for the protectampect as well as the judicious

utilization of the same for the sustainable develept
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AN

NEXURE

The variance Inflation Factor for continuous explaratory variables (annex 1)

. R?
CONTINUOUS Variables tolerance VIF
famliy members participate in mining 3.089 .002 1.00
work experience on mining 111 912 11.36
gold product of respondent in gram 3.498 .001 1.0C
Agriculture product of respondent quintal -3.175 .002 1.00
Contingency Coefficient of discrete variables in iary logit(annex 2)
SEX. | EDU.R | SAV.CU COOP LICESE | MARK.I CREDIT | MARKET LOGI AGE
RE ES L NF CH
SEX.RES 1 0.131 0.019 0.337 0.067 0.047 0.002 0.210 | 0.074 0.484
EDU.RES 1 0.623 0.375 0.158 0.542 0.603 0.330 .59 0.601
SAV.CUL 1 0.346 0.036 0.527 0.579 0.227 0.620 36.5
coop 1 0.052 0.331 0.313 0.124 0.364 0.33
LICENSE 1 0.035 0.138 0.034 0.156 0.13]
MARK.INF 1 0.592 0.255 0.539 0.568
CREDIT 1 0.186 0.609 0.609
MARK.CHAN 1 0.251 0.223
LOGISTIC 1 0.569
AGE 1
Classification Table(a) (ANNEX 3)
I Predicted |
Observed i total gross marketing
margin gain by
________ respondent ! Percentage Correct
! non user | user | non user
Step 4 | total gross marketing | non user , :
! margin gain by ; 69 ! 1 98.6
____________ respondent ]
user 2 58 | 96.7
""""" OveraIIPercentageg77

a The cut value is .500
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FIGURE (ANNEX 5) MONTHLY WORLD MARKET GOL D PRICE
Gold FI'iBE, RUPEE per ounce [LDI‘Idl:II'I pm fix
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FIGURE (ANNES6)
Annual average price of gold ($US and £) 1900-2009
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Check list for focus group discussion with officials, expertise, opinion leaders, and
Experienced miners
What are the marketing channels? How the miners do perceived it?
What are the main problems which decrease the income of Artisanal mines?
What are the obstacles to undertake value addition work?
Do you believe cooperatives increase the bargaining power of the miners?
How do you see the women work load in the society?
How do you see child labour on mining activities?
How extension service being introduced? Who is responsible to this?
What are the problems of licensing?
What are the efforts to be made in order to make available the service of financial
institutions to Artisanal miners?
what is the mechanism to control illegal trade/contraband/?
What are the basic infrastructure problems in the mining area?
What are the challenges that hinder the contribution of gold production to the national
economy?
What limits Government and another stockholder support in the development of gold mining
sub sector?
How the small Artisanal miners can reconcile mining with agricultural activities?
How Artisanal miners can benefit from opportunities fair trade and export provided by the

new proclamation?

» Is the mining activity has any environmental imp2todbw can it be improved?
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Mekelle University

College of Business and Economics

Department of Cooperatives studies

Program of Cooperatives Marketing
This interview schedule is prepared to collect deden Artisanal/traditional/ gold miners for
the purpose of studying the factors influencing keting margin of Artisanal miners in
Menge woreda,Benshangul Gumuz Regional state,HEthiophis interview schedule is used
only for the academic purpose. Therefore, | wikjpehe information confidentially and will
not be transferred to third party without prior sent of you.

Thank you for your cooperation.

I.  General information

. Name of the enumerator Signature
Date

. Name of the woreda

. Name of the keble

. Distance of the keble from the woreda centergKm

o U A W N P

. Special Name(Got)
Il Age and family

Code of respondent ------------------m-m-momnmoo-

AQE ---mmmmmm e

Sex----m-mm-mmmmee-

[1I) Educational status

a. Primary education (1st-6th grade) [ ]
b. Secondary education (7-12 grade) [ ]
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c. Read and write [ ]
d. llliterate (can not read and write) [ ]
Marital status,
1. Single[], 2. Married[], 3. Divorced], 3. Widowed [ ]

Religion, 1. Christian, [] 2. Muslim[] 3.ptestant[], Others

IV Age of family members

S.N | AGE No of Familie

1. Dependent (<15 year:

2. Adult (1565 years

3. Dependent (> 65 years)

* . Do you get extension service?
1.Yes[] 2.No[]
* [f yes who is extension service provider?
1. Government[] 2.N.G.O[] 3. Others......
* What are the services you get from the service provider?
1. Introducing new technology [] 2. How to irope Quality [ ]
3. Introducing new market approach [] 4. expeige of the same industry which have best
performance [] 5.0thers ..........co oo,

5. Where was the market place you sale last yelar goduct ,what was the quantity ?

S.N | Market place Distance from | Amount of price
your home gold in gm

Unit total

1 At production site

2 In the village

3 On weekly market

4 Menge market
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5 Assosa market

6 Addis Ababa market

7 Other market

Access to marketing information

Through what mechanisms do you get about market information?
1. Media (radio and TV) [] 2. Friends [] 3. Gesnment agencies [ ]
4. Self observation [] 5. Retailers [ ] 6. Middhean [ ]

T.Others ...

How do you know whether there will be maximum or minimum price of gold in the
market similar to your type of product either locally or regionally?

1. No mechanism []

2. Through government officials [ ]

3. Through traders [ ]

4. From other farmers [ ]
e Do you think you have equal information with the merchant about the existing

market situation?

1. Yes|[] 2.No[]

e If not, what problem do you face by the absence of that information
1.
2.
3.

Do you have transportation facility through out §ear?
.Yes|[] 2.No[]

Credit

e Inyour view do you think that credit is necessary to the mining activity ?
1.Yes[] 2.No[]

If yes, for which type of activities it is importan

e Have you got any rural credit?
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1.Yes[] 2.No[]
If yes ,Who are the credit service provider in yatga ?
1. Government organizations [] 2. Private organization [ ]
2. locallenders [] 4. Others[]
* Have you ever got credit?
1.Yes[] 2.No[]
e Llfyes, Where was the SOUICE?............ccovueeeeeeceveeeesciieeeeeesiiveeeeesaannns
What was the amount of money? that you get.........................birr
What was the interest rate? Explain..............................birr
How do you view the level of interest rate?
1.Cheap[] 2. Faire[] 3. Moderate [] 4. pensive [] 5. Highly expansive [ ]
e How about its payback period?
1. Medium [] 2.Long[] 3. Tooshort[] 4.8 []
e What were the main activates you made with the loan?
1. House hold consumption [] 2. Children schopB] Health care [] 4.

Social ceremony[] 5. Agricultural activities[ . ®©t hers

e 12 Have you ever take loan before production ?

1.Yes [] 2. No []
If yes , did you face any challenge on your denislioe to the immediate request of payment
by the creditor ?

e How many days you spent on mining activities last year?...........................

e what was the amount of gold you get>................ gm

e How many of your family members participate on the mining activities?............ for how
many days?...............

e what was the amount of gold your family members get?................ gm

e Which time of season was best to production of gold ?
1. Hamille-Meskerem []  2.Tikemt-Tahasass [] 3.Tir —Megabit [ ]
4.Miazia-Sene [ ] 5.No difference [ ]

e which time of season was best to sale gold ?
1. Hamille-Meskerem [ ]  2.Tikemt-Tahasass [] 3.Tir —Megabit [ ]
4.Miazia-Sene [] 5.No difference [ ]
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which are the marketing channel with respect to gold trade in the locality?
1.Village Assemblers, [ ] 2.Brokers,Commission Agents[ ] 3.Retailers|[ ]
4.Whole sellers [] 5.Exporters[] 6.Consumers[]

Which are the channels you perceive as efficient in gold trade?

S.N | Name of Channel Very effective | Effective | Somewhat

3) 2) effective (1)

Village Assemblers

Village Assemblers Brokers,Commission Agents

Retailers

Whole sellers

Exporters

Consumers

Who is the decision maker on the purchasing price at a producer level ?
1. Producer [ ] 2. Wholesaler [] 3. Retailer [] 4. Consumer []

5. Government[] 6. Demand and Supply [ ]

* If you do not find buyers for your product, what do you do?

1. 2.

Do you have any way of grading your gold product before bringing to the market?
1.Yes[] 2.No[]
If yes, in what basis do you grade your product?
1.Color[] 2. Weight[] 3.Size[] 4.0ther.......uueeeerereveeevaeareenn.
Do the exchange of gold activities execute using standard measurement/ weighing
scale/?
1.Yes|[] 2.No[]
If no, how much the problem is severe ?
l.extrimly severe [] 2. Very severe [ ] 3. not very severe []4. Not at all severe [ ]
5. some what severe []
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How do you spent income from gold sales ?

S.N

purpose

Amount of gold

price

Family consumption

Agricultural production

Buying livestock

Construction of house

other

e Have you made exchange of commodities directly by gold?

l.yes|]

2.No []

If yes ,What was the reason to make a sale ?

[11. Immediate problem

[1 2.1got the needed product

[13. No easy access to make a change gold to birr

[14. Currency preference /sudanise ,omla against Ethiopian Birr

[15.0ther.....

e Do you get institutional support ?

1.yes[]

2.no []

If yes, which organization do the support ?

1. Peasant association [] 2 Mining and energy desk of wereda [ ]

3.Woreda administration [ ]

N 01 ¢ 1=

e What type of support have you got sofar?

1.training [] 2.techinical []

e Do you have exposure about the proclamation concerning about mining production and

mining tax?/No.52/1993/,No.53/1993/

1.Yes []
e Do you have exposure about the proclamation concerning about transaction of precious

minerals?/611/2001/

2.No []
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1.Yes [] 2.No []

e Proper utilization of resource ,legal control of market ,and to have public service are
some of the advantage of being licensed?

1. strongly disagree [] 2. disagree[] 3. neither agree| ]

4.agree| ] 5. strongly agree][ ]

e Do you have license ?

1. Yes[] 2.No []

e If no,what are the problems to get license?

1. 1am far from the license provider [ ] 2. the amount of money to license is large [ ]
3.renewal of license also difficult [ ] 4.no difference between having a license or no license [
]

e Have you ever try to make a ornaments or some other form which make value to your
product?

1. Yes[]

2. No []

e Ifno, what is the problem not to do it?
1.Technical knowledge [] 2. Technical skill []1 3. Lack of tools [ ]
3. Shortage of Finance [ 15 . OtRers.......ueeceeeeeveeceseseeeeseecreirievennns
e If, there is a social and religious ceremony meet to you, the decision you made did give
priority to ceremony rather than the price of gold you sale
1. Strongly disagree [] 2. Disagree [ ] 3.neither agree [] 4 .agree []5. strongly
agree| ]
e Do you have cooperation among the miners to negotiation with buyers on marketing
problems, especially, price?
1. Yes [] 2.No []
2. Do you have a Bank service of buying your product /gold/?
1. Yes [] 2.No []

THANK YOU FOR YOUR COOPRATION!
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