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Coffee is a major cash crop and main source of income for millions of smallholder agrarian 

households in developing countries. Coffee producing countries in East Africa have a 

burgeoning trade in high-quality coffee which can generate high levels of value across the supply 

chain including for primary producers. Despite having very suitable agro-environmental 

conditions to high-quality coffee production, Uganda fails to access such high-value-generating 

markets. Arabica coffee growers in Uganda either sell their coffee cherries picked fresh from 

their garden or, alternatively, home-process the coffee cherries and sell their coffee in the form 

of parchment, a partly-processed dried coffee bean product. Parchment is associated with higher 

production costs and lower coffee revenues for producers and higher levels of environmental 

damage compared to the alternative of selling fresh coffee cherries. In this study, we 

conceptually identify some reasons why growers might choose to engage in parchment 

production given the large value losses implied by parchment in lieu of fresh cherry sales. We 

test the potential of these as drivers of behaviour using data from a survey of 1625 organic coffee 

producing households in Eastern Uganda. We find that grower-level parchment coffee is 

associated with low quality which results partly from the quality uncertainty and information 

asymmetry between the producer and prospective buyer in the market. Our results suggest that 

growers with better knowledge on quality and higher levels of cognitive skills produce 

parchment using low quality coffee cherries to take advantage of the quality uncertainty and 

asymmetric information in the parchment market. We contribute to the literature by providing a 

conceptual analysis of the limitations on better outcomes for coffee growers in Uganda. We draw 

attention to often-overlooked characteristics of coffee markets and their consequences on coffee 

revenues at the household level.  Lastly, we extend the asymmetric information literature to 

value chain analysis for a major cash crop produced by smallholder farming households in 

developing countries. Our research shows that it is possible to increase sustainability of high 

quality coffee production and returns to coffee production for smallholder farmers through 

simple interventions targeting production decisions.


