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Abstract 
This study explores some of the challenges to 
strengthening rural-urban linkages for local 
economic development in the Guto Gidda district 
of Oromia Region, Ethiopia. Participants were 
selected from farmers, traders, small-scale 
processors of maize and niger seed, and 
government officials using a snowball sampling 
technique. The primary data gathered related to 
flows of agricultural produce (maize and niger 
seed), people, and market information between the 
actors in agricultural products at Nekemte town 
and its hinterlands. The information was collected 
using interviews. Results indicated that despite the 

enabling policy of the government to facilitate 
rural-urban linkages, the linkages in the district 
remain weak as far as their capacity to improve the 
overall local economies. Diversification of 
economic activities is therefore used as a temporary 
strategy to reduce poverty, but it is a stop-gap 
venture rather than a strategy that could improve 
the income of the community at large. In this study, 
I recommend that investments in rural feeder roads, 
improved provision of rural microfinance and 
access to market information, and ensuring 
affordable agricultural inputs would improve rural-
urban linkages and thus lead to stronger local 
economic development. 
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Introduction  
The traditional rural and urban dichotomous 
approach to understanding local economic 
development (LED) does not always accord with 
the reality of the contemporary globalized world 
(United Nations [UN], 2011). Globally, societies 
are highly interconnected at local, national, and/or 
international levels (Magel, 2003). At the local level, 
rural and urban areas are linked together through 
the flow of people, production, commodities, 
capital, income, and market information, among 
other elements, and this makes rural-urban linkages 
important for LED and poverty reduction 
(Fritsche et al., 2015). Strong rural-urban linkages, 
therefore, would encourage new forms of 
livelihood through diversification and agro-
processing (Steinberg, 2014).  
 Academics around the world have been debat-
ing the pros and cons associated with rural-urban 
linkages since the 1950s. However, there have been 
changes in this area over time. In the 1950s policies 
called for an acceleration of urban industrial 
growth because urbanization was generally 
considered to be associated with modernization 
(Sani & Far, 2015). By the 1970s, development 
approaches shifted to integrating infrastructure in 
rural areas to achieve rural developmental goals; 
this also was correlated with a reduction of 
comparative disadvantages for competition and 
utilization of rural resources (Nemes, 2005). In the 
1980s it was recognized that these dichotomous 
development approaches had failed to bring the 
intended development outcomes, and therefore, 
rural-urban linkages have emerged as a develop-
ment approach in regional planning (UN, 2011). A 
study by Tegegne (2001) indicated that an attempt 
to bring about rural development has been made 
by focusing on structural sectoral problems in 
Ethiopia; however, this has failed to achieve the 
desired changes. The rural-urban linkages approach 
to development focuses on the mutual develop-
ment of both urban and rural areas for a strong 
local economy. It is assumed that both the areas 
are interdependent through the flow of resources 
and other linkages. Urban areas provide markets 
for agricultural and rural commodities, while rural 
areas provide agricultural surpluses to the urban 
area (Akkoyunlu, 2013). 

 In Ethiopia, the government views rural-urban 
linkages as a policy priority for rapid economic 
development, and it has been introducing succes-
sive development policies that encourage rural-
urban linkages since 2002/03 (MoFED, 2007). 
These policy frameworks include the Sustainable 
Development and Poverty Reduction Programme 
(SDPRP) and the Plan for Accelerated and Sus-
tainable Development to End Poverty (PASDEP), 
among others. PASDEP was considered to be the 
most comprehensive policy framework and was 
implemented between 2005/06 and 2009/10. The 
First Growth and Transformation Plan (GTP), 
2019/10 to 2014/15, closed recently, and the 
second GTP is to be implemented from 2016 to 
2020 (Federal Democratic Republic of Ethiopia 
[FDRE], 2015). 
 The initiatives under each framework were 
built on the results from those of the previous 
initiatives. The initiation of PASDEP pointed out 
the need to strengthen rural-urban linkages to 
maximize growth and reduce poverty by taking full 
advantage of the synergies provided by market 
integration, labor mobility, and access to income-
earning opportunities between urban and rural 
areas (MoFED, 2005). It also underlined the 
importance of improving infrastructure (rural 
access roads, telecommunication, and rural 
electrification), and developing small-scale credit 
markets as key instruments to facilitate rural-urban 
linkages. PASDEP linked rural transformation with 
electrification since it made clear that electricity 
transforms rural economies not only by providing 
the basis for businesses and agro-processing at 
regional and/or zonal towns but also as an input 
into agriculture for irrigation pumping, commercial 
agricultural production, and processing. The rural 
transformation intended to prevent migration to 
urban areas and also to use the byproducts from 
agro-processing industries to be channeled back to 
the field. It was also expected to enhance the 
modernization of agricultural production, which 
could attract investors interested in agricultural 
production and establish ancillary industries in the 
regions (FDRE, 2010). In PASDEP’s urban devel-
opment strategy, rural-urban linkages were con-
sidered to be one of the pillars whereby emphasis 
was given to the development of small towns as 
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major entry points of resources (MoFED, 2005). 
 According to the government’s evaluation, 
PASDEP achieved most of its desired goals. The 
report also indicates that gross domestic product 
(GDP) increased from 7% in 2005/06 to 11% in 
2009/10, with the share of agriculture and industry 
being 8.4% and 10%, respectively. In terms of 
infrastructure, the numbers of kilometers of all-
weather roads increased from 36,400 km (22,618 
miles) in 2004/05 to 48,800 km (30,323 miles) in 
2009/10; these figures exclude those in the district 
or rural areas (FDRE, 2010; Nuru, 2015). Mobile 
telecommunication network capacity was increased 
from 0.5 million users to 25 million users. 
PASDEP was also used to generate 2000 MW 
(61% of its objective) of electricity at the end of 
2009/10 (FDRE, 2010).  
 However, scholars question the credibility of 
the FDRE report as it lacks independent verifica-
tion (Teshome, 2006). Telecommunications, 
utilities, civil aviation, and financial services remain 
solely or largely under government control, limiting 
the services they provide as there is no other 
alternative provider. There have been reports that 
the state-owned telecom provider is failing even to 
provide basic services, and this is negatively affect-
ing rural-urban linkages and development of the 
localities and beyond. The government also influ-
ences the strategic direction of economic develop-
ment through party-linked holding companies, or 
“endowment companies,” as they are known in 
Ethiopia (Jalata, 2015).This has a negative impact 
on rural-urban linkages as well as the economy of 
the country at large. Others studies have indicated 
that the lack of specific emphasis by the PASDEP 
on rural-urban linkages as specific development 
agendas in the macro policy framework are partially 
responsible for perpetuating sectoral development 
and policy implementation (Dorosh et al., 2011). 
This lack of focus reflects a continued emphasis on 
traditional development debates and policies focus-
ing on economic sectors (agriculture and industry), 
rather than on integrating geographic areas (rural 
and urban), along with an implicit assumption that 
agriculture can be equated with rural areas and 
industry with urban areas (Dorosh et al., 2011). 
Thus, it becomes necessary to examine empirically 
whether these government policies have achieved 

their aims in developing stronger linkages, and if 
not, why. This study aims to identify some of the 
underlying causes contributing to weak rural-urban 
linkages. The importance of the study rests in the 
fact that LED-related studies are under researched; 
this is particularly true in the study area. 

Objectives of the Study 
The paper has two specific objectives: (a) to iden-
tify the major obstacles to maximizing value from 
rural-urban linkages and LED; and (b) to suggest 
possible ways to foster rural-urban linkages to help 
strengthen LED in the study area.  

Rural-urban Linkages in Local Economies 
Urban and rural areas have been defined based on 
various criteria, including population size and den-
sity, economic activity, administrative functions, 
and infrastructural development (McGranahan & 
Satterthwaite, 2014). Administration and demog-
raphy are the two major criteria for a successful 
rural and urban linkage (Tacoli et al., 2015). In 
Ethiopia, the Central Statistical Agency (CSA) has 
defined urban areas as localities with 2,000 or more 
households since the implementation of the CSA’s 
first census covering the entire population in 1984. 
Urban areas include administrative capitals of 
different regions, zones, and districts, as well as 
localities with at least 1,000 people who are 
primarily engaged in non-agricultural activities, 
and/or areas where the administrative official 
declares the locality to be urban. In addition to 
population size, the government uses three other 
criteria to classify an area as an urban center: the 
strength and role to lead as a center of develop-
ment for the surrounding environs; political roles; 
and historical and cultural roles (Gete, Trutmann, 
& Aster, 2007). 
 When formalized and promoted by govern-
ment policies, rural-urban linkages have the poten-
tial to promote strong LED by contributing to the 
well-being and livelihoods of the residents and 
providing an exit out of poverty (Gete, Trutmann, 
& Aster, 2007). Sustainable rural growth and urban 
growth are positively correlated, because stable 
urban service sectors may provide more jobs by 
absorbing migrant laborers from the rural areas and 
supplying (semi)processed products to the migrant 
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laborers, which in turn generates a significant pro-
portion of urban incomes (Adugna & Hailemariam, 
2011). Strong rural-urban linkages enhance sustain-
able LED as the linkages channel resources from 
producers to consumers, creating economic bene-
fits for the residents (Akkoyunlu, 2013). These 
linkages have also the potential to stimulate diver-
sification of economic activities in rural areas, 
particularly when they are in geographic proximity 
(Dorosh et al., 2011; Mushir & Meaza, 2013). 
Livelihood diversification assists capital and asset 
accumulation (Dorward et al., 2009), whereby farm 
households with farm assets have access to urban 
networks in which they can re-invest profits from 
urban-based activities in agricultural production, 
and vice versa. This diversification, therefore, is an 
important element of the “virtuous circle” of rural-
urban economic development, where the role of 
infrastructure linking producers to domestic and 
external market is significant. The “virtuous circle” 
model asserts that the higher the income from the 
production of agricultural goods for nonlocal 
markets, the more the demand for consumer goods 
among rural households, leading to diversification 
(Tacoli, 2004).  
 Rural-urban linkages are influenced by factors 
including institutional (market and financial), infra-
structure, development policy, and accessibility of 
farmland (Akkoyunlu, 2013; Sietchiping, Kago, 
Zhang, Augustinus, & Tuts, 2014, 2015). Market 
institutions influence the income of households, 
especially when some actors, such as traders,1 are 
able to enforce market-controlling mechanisms 
favoring access for specific groups at the expense 
of others. The capacity of both urban and rural 
areas to satisfy the production-consumption 
demands of their people helps to determine the 
strength of the linkages. Physical infrastructure 
(such as roads) and information communication 
technology play central roles in bridging the rural-
urban divide by facilitating linkages between the 
agricultural and non-agriculture sectors of the 
economy (Sietchiping et al., 2014). Particularly in 
developing countries, distance to markets and lack 

                                                            
1 Traders in this study include local retailers and collectors (big 
traders); local collectors and intermediaries (small traders); and 
external retailers (bigger traders). 

of roads jeopardize the livelihoods of the rural 
poor. These issues result in the rural poor have 
difficulty gaining access not only to competitive 
markets for their produce, but also to inputs, assets, 
technology, consumer goods, credit, and labor 
(Khor, 2006). Development policy can influence 
rural-urban linkages by creating favorable condi-
tions for strengthening the linkages by providing 
for infrastructure and the developing small urban 
centers and their surroundings (Akkoyunlu, 2013). 
In Ethiopia, small and intermediately sized urban 
centers serve as markets and service centers for 
local agricultural producers and also as admini-
strative centers (Dorosh & Thurlow, 2013; Fitsum, 
2013). They also occupy a space in the middle of 
the rural-urban continuum where both urban and 
rural characteristics prevail (Satterthwaite & Tacoli, 
2003).  

Description of the Study Area 
This study was conducted in Nekemte town and its 
hinterlands in the Guto Gidda district of Ethiopia. 
Guto Gidda district is located in East Wollega 
Zone of Oromia region, situated between 08° 59' 
and 09° 06' N latitude and 37° 51' and 37° 09' E 
longitude. There are 29 farmers’ associations (FAs) 
in the district. I selected Uke (with 754 household 
members) and Negassa (with 655 household 
members) FAs because agricultural products used 
for this study are best grown in these two areas. 
Maize (Zea mays) is dominant in Uke FA, and niger 
seed (Guizotia abyssinica) is grown well in Negassa 
FA (ORS, 2014). The district is bounded by Gidda 
Ayana and Limu districts in the north, Leka 
Dulecha district in the south, Wayu Tuka and Sibu 
Sire districts in the east, and Digga and Sasigga 
districts in the west (see Map 1).  
 Nekemte and Asela towns in the Oromia 
region were included in the country’s sectoral LED 
in 2009 (FDRE & U.N. Development Programme 
[UNDP], 2012). Nekemte was chosen for this 
study due to the dominance of maize and niger 
seed production in the surrounding areas, which 
was used to analyze the rural-urban linkages and 
LED. 
 Guto Gidda district is endowed with a wide 
range of agro-ecological zones, ranging from warm 
weather in the low-altitude areas to cool weather in 
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higher altitude areas, resulting in a favorable envi-
ronment for the production of different types and 
varieties of crops, including cereals (maize, sor-
ghum, teff), oil seeds (niger seed and sesame), and 
pulses (beans). Information obtained from the 
Finance and Economic Development Office of 
Guto Gidda indicates that the district enjoys 
tropical and subtropical climates, with an average 
annual temperature between 16º C and 31º C, and 

annual rainfall between 
and 580 mm and 2,200 
mm (23 inches and 87 
inches) (GGFEDO, 
2013). Most residents 
are agrarian and reside in 
the rural areas. Its total 
population was 105,332 
heads in 2013 (NRGO, 
2014). There are also a 
few small market centers, 
including Bandira in the 
Negassa FA, where 
small-scale traders 
collect maize and niger 
seed from the farmers 
and trade the com-
modities in the nearby 
secondary markets (ORS, 
2014). Nekemte town is 
the capital of Guto 
Gidda district and also 
of East Wollega Zone. It 
is located at a latitude of 
9º 46' N and longitude 
of 36º 31' E. According 
to the FDRE Central 
Statistical Agency (2013), 
the population of 
Nekemte town was 
115,741 heads.  

Socio-economic Profile 
of the Respondents 
The research 
participants were from 
both urban and rural 
areas and represented 
farm households, traders, 

small-scale processors of maize and niger seed, and 
local government officials. Data from the field 
indicates that the majority of the farm households 
were small-scale farmers (70%) with subsistence-
level production. Female respondents (including 
female-headed households) account for 37% of the 
rural household research participants. Data from 
Nekemte city administration show that the major 
sources of income for urban households in 2012 

Map 1. Location Map of Guto Gidda District 
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include salaries, self-employment, rent income, 
remittance, wages from daily labor jobs, and agri-
culture (NCD, 2012). Nearly half its households 
face a shortage of income to support their liveli-
hoods, which is aggravated by low-productivity 
self-employment (NCD, 2012). Uke and Lugo 
towns, located to the north and northeast of 
Nekemte town, respectively, are defined in this 
study as small urban centers, as they are centers of 
agricultural products exchange for the local people. 
In terms of counting, however, the Central 
Statistical Agency included the population in the 
two areas under rural (FDRE, CSA, 2013). Uke2 
district town is the center of grain (including maize 
and niger seed) collection for traders coming from 
Nekemte town.  

Study Methodology 

Sampling Methods 
This study applied the principle of data saturation 
and attainment of quality (Saunders, Lewis, & 
Thornhill, 2009) that a small sample size can 
achieve. A study by Curry, Nembhard, and Bradley 
(2009) recommends a sample size between 20 and 
30 research participants, while Kvale (1996) sug-
gests fewer (between 5 and 25 respondents) for an 
interview study, especially when heterogeneity and 
saturation are the driving forces of the research. 
This study provides a basis to understand the roles 
played by various LED actors to triangulate and 
generate a detailed and rich data. 
 The respondents were selected using the snow-
ball sampling technique. I first approached the 
district agriculture office (DAO), where I described 
the study objectives. Study sites were selected after 
reaching consensus with local authorities. Uke and 
FAs were purposively selected because they are 
associated with the cultivation of maize and niger 
seed. The respondents were also purposively 
identified based upon farm scale, gender, and 
business scale, followed by random selection. In 
the second stage, development agents (DAs) of the 
selected sites were contacted as key informants; 
they were also asked to identify potential respond-
ents because they are local experts. Care was taken 
                                                            
2 Uke is the name of the town and also of the district. 

to include research participants with different 
backgrounds and attributes, such as farm scale 
(large, medium, and small scales3) , gender, and 
education. Accordingly, 30 agrarian households4 
(nineteen males and eleven females), nine traders 
(five males and four females), five millers (four 
males and one female), five edible oil processors 
(all males), and two agricultural extension workers 
(one from each sex) were interviewed. The names 
of all interviewees were coded for the purpose of 
gathering and presenting the data, which com-
menced with personal interviews (PIs), followed by 
economic activities and locations of the 
respondents.  

Data Collection 
A qualitative research design was used in this study 
to collect both primary and secondary data and to 
investigate the flows of commodities (maize and 
niger seed), people, finance, and market informa-
tion between Nekemte town and its hinterlands in 
Guto Gidda district. These two crops were selected 
because maize plays a significant role in the food 
security of the country in general and of the study 
area in particular. It is the second most widely culti-
vated cereal crop after teff (Eragrostis tef) (Dorosh 
& Rashid, 2013), and is the most important staple 
food product in terms of calorie intake, especially 
in rural Ethiopia (Abate et al., 2015). Niger seed is 
an economically important edible oil seed crop 
constituting about 50% of the oilseed production 
in the country (Syume & Chandravanshi, 2015). 
Apart from its domestic importance as a source of 
edible oil, it is exported to different countries and 
generates much-needed foreign currency for the 
country (Allaro, 2011).  
 In-depth qualitative semistructured interviews 
were used for the data collection because of their 
ability to gather information from nonliterate parti-
cipants (Engelmann & Isiaho, 2005). The questions 
were different for different participants. The study 

                                                            
3 According to the DAO classification, on average, large-scale, 
medium-scale and small-scale farmers are those who own 8 ha 
(19.8 acres), 3 ha (7.4 acres), and less than 0.5 ha (1.2 acres), 
respectively. 
4 Four of the females and all of the males were household 
heads. 
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was conducted between November 1, 2013, and 
June 1, 2014. Most of the questions were related to 
the significance of the flows of people, production, 
and information between Nekemte town and its 
hinterlands to the peoples’ livelihoods. The ques-
tions were also aimed at identifying the major 
barriers (such as those related to credit, gender-
based opportunities or constraints, and infrastruc-
ture) to the rural-urban linkages and LED. Narra-
tive explanations were tape-recorded and tran-
scribed. These audiorecordings were comple-
mented by field notes, which included observations 
of verbal and nonverbal behaviors as they hap-
pened, and immediate personal reflections about 
the interview.  

Data Analysis Methods 
Data from the interviews and secondary sources 
were analyzed using qualitative methods. All the 
recorded conversations were transcribed verbatim, 
and themes were identified as to the major factors 
affecting production, processing, and marketing of 
maize and niger seed. Principles of case-study 
analysis, including addressing all the evidence and 
examining major rival interpretations, focusing on 
the most significant aspects of the case study, and 
employing the researcher’s prior knowledge, as 
suggested by Yin (2008), were used to further the 
analysis. To interpret the results, interview data 
from various categories of research participants 
(including farmers, traders, and processors) and 
publicly available data in the district on agro-
processing and marketing of maize and niger seed 
were assessed and compared with results of similar 
studies conducted in Ethiopia and in other 
developing countries. 

Results and Discussions  

Findings  
The supply of maize and niger seed available from 
rural areas is one of the determining factors for the 
linkages they have with urban areas. Production of 
grains is a function of farmers’ access to farmland, 
proper and timely access to and procurement of 
agricultural inputs, well developed and efficient 
extension services, and infrastructure, among other 
factors. Low productivity from agricultural land is 

correlated with land degradation, which is attribut-
able to poor soil management as well as defor-
estation and inadequate access to inputs that can 
rejuvenate the nutrients lost through cropping 
(Jolejole-Foreman, Baylis, & Lipper, 2012). As in 
much of the developing world, Ethiopia in general, 
and the study area in particular, rural-urban link-
ages are often fraught with mistrust and multiple 
inefficiencies of the various actors associated with 
the production and value chain (Dalipagic & Elepu, 
2014; Makosa, 2015). Moreover, there is a lack of 
support policies to bridge the mistrust as well as a 
lack of guidance and coordination. The cumulative 
effects of these problems have weakened the LED. 

The rural element of LED in Guto Gidda district 
 
Constraints: Subsistence production in the rural 
areas is a threat to the prospects of rural-urban 
linkages and development of the district. However, 
the ad hoc linkages between the two can be a 
potential for the same. Insufficient cropland 
holdings constrain production. In Guto Gidda 
district, over 66% of the respondents were small-
scale farmers (owning less than 1.5 hectares or 3.7 
acres of farmland). These respondents were not 
able to meet their families’ demands for food as 
they are unable to produce enough crops. The 
agriculture is rain-fed and the land does not 
produce enough food to meet even their basic 
requirements (Regassa, Givey, & Castillo, 2010). 
Data obtained from the DAO provide further 
evidence that many rural poor are unable to meet 
their basic needs and are chronically food insecure. 
Some farmers do not have farmland apart from a 
small parcel in their back yards. For instance, a 
farmer from Uke FA, who has half a hectare (1.24 
acres) of farmland, and is a father of four, states 
the seriousness of the problem leading to his 
“diversification” as follows: 

Because I cannot feed my family given my small and 
low productive farmland, I do many things that help 
me get money, including daily labor works on the 
farmland of the investors.5 I cannot even afford to 

                                                            
5 Investors in this case are those who lease extensive farmland 
from the government to produce mainly maize. They are 
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buy food when we finish what we harvested, let alone 
buy inputs for the next production. (PI, male 
collector6 in Uke FA) 

 Access to credit is a major issue that prevents 
farmers from overcoming limited land size or 
developing other businesses. The financial short-
ages the small- and medium-scale farmers face 
compromise their production potential for the 
urban market because they are unable to buy oxen 
and agricultural inputs. Although they could rent 
land under sharecropping arrangements, it is 
impossible for them to cultivate it effectively. A 
widowed small-scale farmer from Negassa FA 
explained her problem of production as follows: 

Apart from the shortage of land, I have a serious 
problem of finance. If it were not from this financial 
shortage, I would have done small business and get 
more income to buy grains for food and agricultural 
inputs. (PI, female small-scale farmer in 
Negassa FA) 

 There are some financial institutions operating 
in the district, including Commercial Bank of 
Ethiopia, Oromiya Credit and Saving Share 
Company (OCSSCO), and Wasasa Microfinance 
Share Company, which provide financial services. 
The Farmers’ Cooperative Union of East Wollega 
zone, Gibe Didessa Farmers’ Cooperative Union 
(GDFCU), sometimes provides loans for its mem-
bers. Both OCSSCO and Wasasa have a mission of 
poverty alleviation through providing financial 
services to the poor farmers and others engaged in 
small-scale production and services. Nonetheless, 
the majority of rural people in Ethiopia prefer 
using indigenous financial institutions to formal 
financial institutions. A study revealed that in 2009 
only 1% of rural households maintained bank 
accounts (Tenaw & Islam, 2009). In any case, the 
formal institutions need to ensure that applicants 
have no overdue credit and that they have the 
potential to repay the money on time. Even if they 
provide approve a loan, they prefer to provide 

                                                                                           
usually businessmen who live within Oromia region or beyond.  
6 A collector is a wholesaler who buys from small producers 
and sells to larger ones. 

goods in kind rather than cash as they are skeptical 
of the likelihood of repayment. If the loan recipi-
ents spend the cash on social matters such as for 
recreational purposes, it does not go toward help-
ing the farmers improve their businesses. 
 Indigenous financial institutions such as 
quuqubee also provide finance. Quuqubee7 is a 
rotating saving and credit association whereby 
members meet regularly (most often monthly) to 
collect contributions of an equal amount from 
every member. It is an informal way of saving with 
no interest paid on the amount collected. It is a 
type of recurring deposit outside any formal finan-
cial institution where members collect a set amount 
from each other and the collected amount is paid 
to one of the members on the basis of a lottery. 
The money collected through these institutions can 
be used for business or any other household 
expense (Tenaw & Islam, 2009). However, in rural 
areas, the contribution members can make is very 
small, and thus payouts are of limited value when 
setting up a start-up business. Those who partici-
pate have “regular income,” for example from 
selling their agricultural products such as butter 
and grains, or they run a small business. 
 Other factors hampering effective trading 
include poor market information and lack of 
coordination and trust between value chain actors 
(Trienekens, 2011). Market information is crucial 
for a healthy flow of commodities between urban 
and rural areas. It is an important means of devel-
oping mutual and trust-based trade relationships 
between farmers and traders or buyers. In Guto 
Gidda district, however, information flows 
between traders and farmers are poor. The infor-
mation that does flow between parties is often not 
used because the sources of the information 
determine its credibility. Farmers thus do not get 
reliable market information. They rely most heavily 
on information they get from relatives, friends 
(both in the villages and town), fellow farmers, and 
above all by going to the market center in person. 
This affects their maize and niger seed sales and 
affects the farmer-trader relationship. An interview 
with a farm household in Uke FA states the 

                                                            
7 Quuqubee is an Oromo term referring to an indigenous 
financial institution used for credit and saving. 
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situation as follows:  

Lack of organized market relationships and reliable 
information flow between the farmers and traders 
affects our livelihood. Everyone does his/her business 
independently with no coordination. If we could have 
such relationships, we could form an agreement on 
supplies which would help us to provide sufficient 
and quality grains to consumers. (PI, male farmer 
in Uke FA) 

 This interviewee underlines the lack of coor-
dination in the grain value chain. The absence of 
coordination negatively affects the quality and 
quantity of products flowing between urban and 
rural areas. Farmers rarely trust traders or collec-
tors because they believe that traders usually give 
incorrect market information in order to increase 
their profit margins. Some farmers mix bad-quality 
grain (including rotten) with good grain when they 
sell to the traders, which affects the latter’s profit. 
 The availability and affordability of infrastruc-
ture (including road, information communication 
facilities, and power) are additional determining 
factors for the grain value chain between urban and 
rural areas (Von Braun, 2007). In the district, an 
all-weather gravel road linking Nekemte town to 
Bure town (in Amhara region) passes through Uke 
market town. Traders and collectors visit Uke 

district town at least 
twice a week for trading 
purposes. The lack of 
feeder roads linking 
villages to the main road 
in the area, however, is 
one of the bottlenecks 
to LED (Gebre-Selassie 
& Bekele, 2012). 
Recently, the provision 
of mobile telecom-
munication networks in 
rural areas has improved 
information flow. None-
theless, the majority of 
farm households cannot 
afford to use the tech-
nology. Processing is 
also challenged by 

power outages; as one processor puts it, “power get 
on and off frequently.”8 Even though all the proces-
sors (millers and edible oil processors) need electric 
power for their processing, grain millers sometimes 
use mills supplied with generators. This is espe-
cially true in remote villages where there is no 
electric power supply. Oil processors, however, are 
dependent on electric supply to operate their expel-
lers. In the absence of a regular and dependable 
power source, the processors cannot operate their 
machinery. Thus in spite of a high demand of 
cooking oil the supply is limited due to 
infrastructure-related constraints. 
 
Livelihood diversification: Households in both 
urban and rural areas in the district typically 
diversify their activities as a means of livelihood 
support, an indication that this is a survival strategy 
(Figure 1). In Uke district town, there are small-
scale businesses involving people from the center 
and the surrounding villages. Urban households 
also engage in farm activities in their backyards 
and/or in the rural areas where they get the land 
from their families, relatives, or friends, or rent 
from farmers.  
 A number of farmers seek off-farm income 
generation as a livelihood strategy. Out of the 30 
                                                            
8 PI with an edible oil processor in Nekemte town, 2013/14. 

Figure 1. The “Survival Strategy” of Rural-urban Linkages and Local 
Economic Development (LED) in Guto Gidda District 
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total farm households interviewed in the district,  
21 (70%) reported they are engaged in either off-
farm or nonfarm activities besides their regular 
farming business (Table 1). Farmers in Uke FA 
mostly cultivate maize, while those in Negassa 
produce both maize and niger seed, depending on 
the micro-agro ecology of the areas. Similarly, out 
of nine traders interviewed in the Uke district town, 
four (44%) responded that they are also engaged in 
farming activities in addition to trading part-time in 
agricultural products. Most of the residents in Uke 
district town are involved in various activities, such 
as having a small business, being a street vendor, 
have small eateries (bars and restaurants), besides 
milling and retail trading.  

 
Wage labor: The study indicates that most of the 
respondents who have off-farm or nonfarm 
activities served as daily or wage labor, followed by 
those associated with small businesses, mainly 
selling locally made food items and drinks, and 
then by those associated with construction 
activities. It has also been reported in this study 
that adults and young (school-age) males who are 
engaged in daily labor commute long distances to 
seek work. Many adults also encourage their 
children to contribute to these activities. The 
children above 18 years old do odd jobs to earn 
some money on days they are out of school. A 
small-scale farmer in Negassa FA explains: 

My children do daily wage jobs after school on the 
farmland of the investors to earn some money. They 
have managed to buy their clothes, shoes, and school 

materials and I don’t worry about them. During 
their holidays, they go to Nekemte town to do casual 
jobs in construction industries to get money. (PI, 
male small-scale farmer in Negassa FA) 

 The frequency of travel by interviewees 
depends on the nature of jobs available and also on 
the proximity of the villages to the town itself. 
Residents of rural areas immediately bounding the 
towns commute on a daily basis, while others 
further away (30 km or 19 miles or more) do not. 
The latter visit the towns during market days. The 
proximity of Negassa FA to Nekemte town, in 
particular, allows farmers to commute frequently 
(even daily) and be employed as daily wage labors 
or in vending agricultural products in the street. 
However, this commute is more common during 
peak market days of Nekemte town, which occur 
twice a week. 
 The seasonality of wage labor opportunities in 
these towns limits the income of wage laborers. 
During peak harvest times (mainly in Uke district), 
wage laborers move into the district town from 
surrounding rural areas (and also from Nekemte 
town) to harvest maize on investors’ farmland, 
located close to Uke district town. These wage 
laborers are migrants who are most often landless 
farmhands and who therefore depend solely on 
such activities. During this time, the laborers reside 
in the farm area or in the nearby Uke district town 
until the harvest is over. After this season, the wage 
labor opportunities are few, and thus their liveli-
hood options are limited. Construction activities in 
Nekemte town are also seasonal. The aggregate of 
these limitations results in weak spatial and sectoral 
linkages between the town and its hinterlands, 
which leads to poor LED.  
 
Small businesses: Most of the female respond-
ents were engaged in making food and local drinks 
such as farsoo and bookaa (locally made beer) for 
local markets. They also own coffee and tea shops. 
Further, they do petty trading and street vending at 
Nekemte and Uke markets, where they sell prod-
ucts such as vegetables and fruits along the streets. 
Of the female street vendors, the majority are 
household heads, who do this work because they 
are responsible for the welfare of their family. In 

Table 1. Household Economic Activity in 
Guto Gidda District 

Occupation %

Farming and daily wage labor 40

Farming only 30

Farming and sale of local food and drinks 13.33

Farming and local trade 3.33

Farming and local government employee 3.33

Farming and Others 10

Total 99.99%

Source: Computed from field data (2014). 
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Bandira market center, situated in the Negassa FA, 
the farmer-traders (working as commission agents) 
collect agricultural products such as cereal, oilseeds, 
and animal products (including butter) from their 
fellow farmers and sell at Nekemte market. They 
usually get initial capital to run the business from 
traders in Nekemte town, who collect the products 
from them. The income they get from such diver-
sification helps them feed their families, which the 
DA called a “coping mechanism.” One such 
farmer explains:  

Farmers try to cope up with livelihood difficulties by 
diversifying and mixing activities. Shortage of land, 
poor land productivity and low purchasing power to 
buy modern agricultural inputs all contribute to the 
subsistence production in this area. They supplement 
their small-scale farm by other allied farming 
activities viz. apiary, rearing poultry, and grains 
trading among others. (PI, female DA in 
Negassa FA) 

 Most of the respondents indicate that they 
diversify their activities because they are food 
insecure, particularly during summer seasons (June, 
July, and August) when there are limited nonfarm 
activities in both Nekemte and Uke district towns. 
The businesses of the small traders are also not 
large enough to support their livelihoods. An inter-
view with a grain collector in Uke FA illuminates 
that he has some doubts about the sustainability of 
his business, and that is why he and his wife run 
another business to support their livelihood. He is 
a buyer based in Uke district town, but is also a 
farmer. He stations his scales in front of his house, 
where he collects maize from farmers and sells to 
other traders and collectors at the end of the day. 
At the same time, he supervises a small business 
which his wife runs during the two market days of 
the district town (Tuesdays and Fridays). He 
explains the condition of his business as follows: 

I do not depend only on grain trading. I have farm 
fields and other small business in this town to 
support my livelihood in case my trading fails. (PI, 
male collector in Uke FA) 

 His wife makes booka and sells it at her house. 

This business is a shared family or household busi-
ness, because while the wife is in charge of mostly 
the indoor business, the husband is responsible for 
the outdoor business. Though the husband con-
sults his wife on how, where, and when to spend 
the money obtained from the indoor and outdoor 
businesses in his family, the final decision is usually 
made by the husband as per the communities’ 
social norm (Geleta, Birhanu, Kaufman, & 
Temesgen, 2015).  

The urban element of LED in Guto Gidda district 
The connection the value chain actors, such as 
traders, small-scale manufacturers, and government 
workers, have with rural areas has direct implica-
tions for the nature and forms of rural-urban 
linkages in specific localities. This, in turn, influ-
ences LED. Nekemte town and other district 
towns and marketplaces are the sources of semi-
processed products, agricultural inputs, and 
employment opportunities. They are also a place 
where the rural products under study are ex-
changed and should be able to stimulate LED.  
 Maize and niger seed value chain: Despite the 
constraints negatively affecting the flows of 
resources between urban and rural areas, data 
gathered in this study indicate that a value chain 
does exist between Nekemte and its hinterlands in 
Guto Gidda district. The major actors include 
farmers, traders, small-scale manufacturers (pro-
cessors), the farmers’ cooperative union (FCU), 
and the DAO. The DAO provides agricultural 
inputs such as fertilizers, seeds, and technical 
assistance to the farmers through the FCU and 
DAs. The FCU provides the inputs to those 
farmers who can afford to buy them. The DAs 
help the farmers with technical advice in produc-
tion processes. The farmers produce maize and 
niger seed grains for consumption locally and 
beyond. Traders and intermediaries buy grains 
from farmers and sell to consumers and processors. 
They also buy niger seed oil from processors and 
transport and distribute it to consumers and other 
collectors within Guto Gidda district and sur-
rounding districts. Processors produce edible oil 
from niger seed. Millers grind maize to produce 
maize flour for consumption (Figure 2). Small-scale 
manufacturers also buy maize and niger seed 
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directly from producers. Finally, the byproducts 
from this agro-processing go to the livestock 
industry. 
 
Small urban traders: Small traders are one of the 
key value chain actors. All the traders interviewed 
in Uke district town have a business relationship 
with traders in Nekemte town. They usually collect 
grains (maize and niger seed) from farmers at the 
farm gate or Uke market center and sell them on to 
bigger traders or collectors in Nekemte town. The 
majority of the local collectors and buyers also 
borrow money from Nekemte town traders to 
whom they then sell the grains. This indicates a 
relatively strong mutual trade relationship between 
the two. Even though this trade relationship helps 
their business in one way, the small collectors are 
required to sell back to the collectors and traders 
who provided the initial money to buy the grains. 
This limits their freedom to look for better prices 
for their collected grains. The bigger traders 
determine the price, which gives them an 
advantage over the small traders.  

 The capacity of an urban center to provide the 
necessary resources for the rural areas in its vicinity 
dictates the linkages between the two. Nekemte 
town and other district towns such as Uke have a 
poor capacity to stimulate effective LED because 
of their inability to provide the necessary services 
to the rural hinterlands (and thus to their residents). 
The negative impact from the shortage or lack of 
capital on LED in urban areas is significant. The 
urban poor and small-scale traders have problems 
similar to their rural counterparts when seeking to 
develop small businesses. In response to the 
question, “How do you evaluate the raw material 
supply and processing capacity of your firm?” an 
edible oil processor in Nekemte town responded as 
follows: 

Farmers sell niger seed during peak times. During 
lean times, it is difficult to get the raw material. I 
can’t afford to buy large quantities and store in a 
warehouse to continuously process edible oil. There-
fore, I buy a bit, process, sell the oil, and then use 
the money to buy the raw material again. It is just 

Figure 2. Maize and Niger Seed Value Chain Diagram in Guto Gidda District 



Journal of Agriculture, Food Systems, and Community Development 
ISSN: 2152-0801 online 
www.AgDevJournal.com 

Volume 6, Issue 4 / Summer 2016 137 

this cycle. (PI, male processor in Nekemte 
town) 

 The processor’s response not only tells us 
about the subsistence nature of the production; it 
also indicates the financial problem limiting his 
capacity to buy more grains during peak times and 
store in his warehouse to continuously process 
niger seed oil for the market even during lean 
production times.  
 
Interregional traders: This study also indicates 
that the maize buyers and collectors in Uke district 
town come either from the region or bordering 
regions, showing the significance of the center not 
only to the district but also to other surrounding 
districts and regions. Larger traders are mostly 
involved in the interregional trade, while small 
traders and intermediaries carry out interdistrict 
trade. The small traders or the representatives of 
the large traders collect the cereals and oilseeds 
from the farm gate and in turn sell to the large 
traders in the district towns. Uke district town is a 
center of business, particularly where most of the 
agricultural products from the northwest of the 
district and other bordering districts of Amhara 
(11° 30' 00" N and 38° 30' 00" E) and Benishangul 
(11° 0' 0" N and 35° 30' 0" E) regions converge. 
Therefore, this small town is the center for most 
agricultural production transactions. An interview 
with a collector and buyer in Uke district town 
underlines the role the center plays in the eco-
nomic development of the locality: 

I collect maize from both farmers and other small 
collectors and sell to traders coming from even as far 
as Mekele town (in Tigray region). They come with 
their trucks and collect from the local collectors. 
(PI, male local collector in Uke FA) 

 Uke district town is not only the center of 
domestic trade; it also serves as a source of pro-
duction for external markets coming into the 
district. Domestically, farmers easily get their grains 
to the center after travelling short distances using 
mostly mule-drawn carts. Traders and collectors 
also come from Nekemte town on Tuesdays and 
Fridays, the two market days of Uke district town. 

From outside Oromia region, buyers visit Uke mar-
ket from Tigray and Amhara regions in the north 
and Benishangul-Gumz region in the west. Others 
also come from within the region, but out of the 
district and zone such as Harar from east Oromia 
region. These external buyers usually come on big-
ger market days (Tuesday). Before they come with 
their trucks, they contact the local larger collectors 
and traders to ensure they can get ample amounts 
of grains (mainly maize). The local traders then 
collect the maize from the farmers, store it in their 
warehouses, and inform the external traders that 
they can come and buy. Through this process Uke 
district town benefits from the external buyers gen-
erating more income for the district, as the external 
buyers use additional services in the center, such as 
including bars and restaurants. This also encour-
ages diversification of activities in the locality 
following the market demands.  
 
Why rural-urban linkages remained weak: The 
lack of a clearly defined policy framework to 
strengthen rural-urban economic linkages across 
Ethiopia contributes to the weak rural-urban 
linkages in the study area (Zewdu & Malek, 2010). 
Apart from acknowledging the significance of the 
linkages in LED processes (MoWUD, 2009), the 
specific roles of urban centers and their relation-
ships with their hinterlands are not articulated in 
the development policy of the country. Nekemte 
city administration and Guto Gidda district each 
have distinct development plans despite on-the-
ground and inevitable linkages between the two. 
The current economic linkages between Nekemte 
town and its hinterlands could be improved if the 
local government were to implement the rural-
urban integrated development plan. However, local 
officials have never consulted farmers and other 
value chain actors about how best to link a rural 
development plan to the urban development plan. 

Discussion of Findings 

Rural-urban linkages in Guto Gidda district 
The mutual relationship between urban and rural 
areas is vital for LED. Nekemte town and Uke 
district town play instrumental roles in the LED 
process of the district by transforming the 
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economies of both the urban and rural areas. They 
serve as markets and service centers for local agri-
cultural producers. They also provide retail outlets 
and services for populations living in and around 
the cities. Uke district town in particular is very 
close to farmers who can easily sell their products 
without incurring additional transportation and 
other costs. Some farmers own businesses in this 
town that help them to generate income from 
nonfarm activities. In fact, the majority (approxi-
mately 75%) of rural residents elsewhere in Oromia 
region move to their nearby towns (Dera and Iteya 
towns) in search of casual wage labor jobs (Gibson 
& Gurmu, 2012). Uke district town also serves as a 
connection point for domestic (district) and exter-
nal traders, generating more income for the district 
(Satterthwaite & Tacoli, 2003). External buyers use 
the services the district town provides, including 
bars and restaurants, which adds to the local eco-
nomy. This also encourages the diversification of 
activities in the locality following the local market 
demands.  
 Diversification of economic activities is not 
necessarily the result of economic growth. In 
theory, rural-urban linkages facilitate diversification, 
particularly in the rural areas. Under normal condi-
tions, higher income in rural population is posi-
tively correlated with diversification, fulfilling the 
“virtuous circle” of rural-urban linkages and 
development (Tacoli, 2004). Results in Guto Gidda 
district, however, show that diversification is 
mostly a “survival strategy” (Figure 1) aiming at 
risk avoidance and used as a temporary remedy for 
poverty reduction rather than as a strategy for 
increasing income (Manjur, Amare, HaileMariam, 
& Tekle, 2014). This diversification is not the result 
of capital and asset accumulation except in the case 
of large-scale farmers and traders, which may be 
attributed to their better market intelligence and 
access to capital. Rather, it is the result of agricul-
tural push factors aimed at survival and/or risk 
management strategy (Assan, 2014; Fenton, 2013). 
These push factors include the shortage of farm-
land, low land productivity, and lack of capital, 
which all lead to food insecurity. These factors and 
others, such as increased costs of agricultural 
inputs, absence of modern irrigation schemes, and 
low dedication of DAs, are documented major 

constraints to agricultural productivity in the 
district (GGFEDO, 2013). This strategy, in turn, 
aims at reducing risk, overcoming seasonal 
fluctuations, and responding to shocks and stresses 
coming from within and without (such as erratic 
rainfall, poor pricing, poor social services, and poor 
roads), which are temporary remedies. However, 
this diversification clearly contributes to the 
production-consumption linkages between urban 
and rural areas.  
 The shortages and low productivity of farm-
land and unaffordability of agricultural inputs 
results in subsistence production among the 
farmers. This low productivity leads to low supply 
to the market, which weakens the forward and 
backward sectoral linkages between agriculture and 
non-agriculture sectors, and results in weak LED. 
The off-farm and nonfarm activities are unable to 
provide continuous income as they are casual jobs, 
and thus are a temporary remedy for food security. 
When it is time for cultivation, the farmers resort 
to their small-scale farm, which completes the 
“survival” strategy of rural-urban linkages.  

Spontaneous rural-urban linkages 
Unorganized rural-urban linkages may not well 
forge strong LED. There are ad hoc mutual inter-
dependencies between the people living in urban 
and rural areas through production-consumption 
linkages that influence the livelihoods of the people 
and ultimately the LED in the study area. However, 
these linkages are unable to generate effective and 
strong resource cycles between rural and urban 
areas because of contextual factors such as lack of 
infrastructure, access to land, credit and policy 
guidance, and coordinated planning between the 
two (Adugna & Hailemariam, 2011). These barriers 
negatively affect the sectoral forward and backward 
linkages between agriculture and industry, thus 
contributing to weak LED at present.  
 The economy of the district is at subsistence 
scale. The capacity of the two areas to provide each 
other with sufficient quantities of commodities is 
challenged. The absence of surplus production in 
rural areas contributes to the low development of 
agro-processing industries in Nekemte town. The 
rural population suffers the interwoven problems 
of poverty that include low productivity, low 
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purchasing power, shortage of land, and limited 
access to credit. The majority of rural residents 
cannot afford to buy processed or semiprocessed 
urban products such as edible oil, sugar, and agri-
cultural inputs (Zewdu & Malek, 2010). This 
condition also applies to some of the urban poor, 
who have no informal or family relations with the 
rural households to access rural products and have 
insufficient monies to purchase from urban 
markets. The ability of farmers to maximize market 
access for their products is also challenged by poor 
infrastructure, such as lack of access to good mar-
ket information (that is, how markets operate), as 
these reinforce local interactions. The absence of 
employment opportunities in the nonfarm sector in 
Nekemte town also contributed to the low level of 
income both in urban and rural areas.  
 In a nutshell, the weak linkages between 
Nekemte and its hinterlands negatively affected the 
development of the locality. Diversification in the 
study area is not only limited to off-farm and 
nonfarm activities. It is also diversification related 
to income, which includes activities that could be 
strategically allied to or are complementary to their 
primary source of income (Alemu, 2012). Most 
rural and urban households rely on the combina-
tion of farm and nonfarm activities to reduce risk 
and uncertainties of poverty. However, their agri-
cultural production does not go beyond subsis-
tence level, and thus its contribution to sustainable 
LED is negligible. The farmers, traders, and small-
scale manufacturers engage in rural-urban linkages 
as a self-guided survival strategy. The lack of policy 
guidance and strategic direction means that poverty 
remains endemic and deeply embedded. This also 
results in the absence of a dialogue among the 
people of both areas on a commonly shared rural-
urban development plan, leading to linkages that 
cannot generate a strong LED. The current sec-
toral LED project of Nekemte town acknowledges 
the importance of rural-urban linkages for sustain-
able urban development. It stresses the need to 
give particular attention to those economic sectors 
that foster and enhance rural-urban linkages, 
specifically prioritizing the development of micro- 
and small-scale enterprises. Unfortunately, there is 
no mention of representation from the rural areas 
in the project despite its aim of bringing different 

actors together to plan, implement, and manage 
initiatives to stimulate this urban-based LED.  

Conclusions and Recommendations 
This study revealed that the spatial and sectoral 
linkages between Nekemte and its hinterlands are 
challenged by factors related to infrastructure, 
production capacity, lack of guidance and coordi-
nated planning, and low purchasing power of most 
of the residents. The absence of employment 
opportunities in the nonfarm sector in the town 
contributes to the low level of income in both the 
town and rural areas. The subsistence nature of 
production in the rural areas hampers the rural 
areas’ capacity to meet the demands of the urban 
residents. Nekemte town, too, is unable to provide 
sufficient semiprocessed and processed products, 
and this has led to weak rural-urban linkages and a 
weak local economy. The national government 
lacks a sufficiently strong policy framework to 
enhance rural-urban linkages, and a sector-based 
LED approach persists. Further, the potential 
linkages between Nekemte and its hinterlands are 
challenged by a lack of reliable market information 
between the farmers and traders. As a result, rural-
urban linkages in Guto Gidda district are prone to 
mistrust and multiple inefficiencies.  
 This study recommends development of inno-
vative marketing relationships between the value 
chain actors, including farmers, traders, and small-
scale manufacturers, to encourage the flow of 
reliable market information. This could strengthen 
urban-rural linkages, help bridge the existing divide, 
and promote mutually beneficial feedback loops to 
generate a stronger local economy. Levels of pro-
duction can be increased by facilitating the access 
of farmers to affordable modern agricultural inputs, 
extension, and favorable rural microfinance. Micro-
finance services are necessary to assist farmers to 
buy agricultural inputs; otherwise they will not 
develop the capacity to meet market demand. In 
parallel, markets need to be strengthened in order 
to ensure that farmers can recoup their investments. 
A continuous, reliable, and sufficient supply of raw 
materials to urban residents is required to help to 
improve the processing capacity of the urban areas 
to generate strong local economies.  
 It is important to develop an integrated LED 
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program in collaboration with stakeholders from 
both urban and rural areas, starting with design and 
piloting and through to implementation and evalu-
ation. This will help to improve value chain gover-
nance mechanisms and strengthen transparency, 
thus enhancing trust. Networks of individuals who 
strengthen social interactions and healthy personal 
relationships among the people through indigenous 
institutions could improve the production capacity 
of farmers and facilitate rural-urban linkages. 
Establishing better institutional arrangements, such 
as a well developed marketing structure, could also 
strengthen the linkages. Improving the provision of 
physical infrastructures such as rural feeder roads 
and better and more reliable power supplies would 
facilitate the flow of resources between urban and 
rural areas and increase the processing capacity of 
edible oil processors.  
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