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PREFACE

Over the past decade a growing literature has develored which has
largely demolished the old, simplistic shibboleths of the rapacious middle
man and has gradually led to recognition of the basic problems of marketing
and the means to their solution. I am delighted that our USAID financed
research, first on problems of agricultural prices and then on problems of
income distribution, has facilitated some of the earliest and most perceptive
studies in this area.

Una Lele's work, first published as Occasional Paper Nos. 12 and 37,
and then in an expanded form as Food Grain Marketing In India, Private
Performance and Public Policy, Cornell University Press, 1968, »resented an
original approach to analysis of the competitiveness of markets and the
role of price policy in the agricultural sector. This approach was modified
and adapted to the conditions of Bangladesh in & major empirical effort by
M. 0. Farruk and published as Occasional Paper No. 31 and in a revised form
as Cornell International Agricultural Development Bulletin No. 23 entitled
The Structure and Performance of the Rice Marketing System in East Pakistan.
Broadenin; these erforts to analysis of milk marketing is Ray Nightingale's
work published as Occasicual Paper No. 17, and in revised form as Cornell
International Agricultural Development Bulletin No. 15. entitled The
Modernization Decision in Indian Urban Fluid #ilk Markets,

Winfried Manig now provides us with a major analysis of grain marketing
systems in Sthiopia. The study grows from almost three years of residence
in Buco/Shomn, Ethiopia, as a member of the Ethio-German Asricultural
Research Station. During this period, not only were substaniial data
collected with respecti to intermarketl and incerseasonal rice differentials
but a perspecltive was obtuined as to how markets actually work, what the
functional relalionships are and what types of efficiency increasing
changes may ve practical.

The findings of this study are in many respects consistent with some
of our earlier studies. But they also raise a number of interesting
questions about the special problems of areas with only rudimentary trans-
port systems, substantial differences in size of farm and some tendency
for bimodal distribution in farm size. While suggesting solutions to some
of the marketing problems, Mr. Manig's work is also a fertile source for
development of new research needs.

Mr. Manig was able to reside with us as a Visiting Fellow, and to
devote time to analysis of the data and development of its implications,
on a fellowship provided by Deutsche TForschungsgemeinschaft, Bonn, Germany.
We zre pleased to have been able to modestly supplement this effort to
pernit Lhis publication and for fruitful interaction with our on-going
research efforts was made possible by Mr. Manig's presence.

John W. Mellor

Ithaca, New York
November 21, 1972
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I. Introduction

It is generally believed that the marketing system for agricultural
commodities in developing countries is, in most cases, inefficient. The
view is largely based on a perception of extreme price fluctuations and
presumed exorbitant profits of merchants. It is a view rarely based on
reliable data. A rational and realistic develovment policy requires
data concerning the actual marketing conditions and the reasons for
market imperfections. Only with this knowledge can the marketing
systems be improved or changed.

Based mainly on data for a specific region in Ethiopia, the
following study should be a further contribution toward a rational
discussion of the present marketing system for agricultural commodities
in developing countries.

Most of the farmers in Ethiopia are still producing at the subsis-
tence level. Further economic development requires that these farmers
participate in the complex economic process. Especially during the
process of transition from subsistence to marketing farming, the market
policy is of crucial importance. The agricultural sector must not only
provide a growing population with food, but it is, in the beginning of
economic development, often the only source of capital formation both
for its own development and for the development of other sectors as well.
It is also the main supplier of a labor force for the overall develop-
ment of the economy (19, p. 156).

The population growth in Ethiopia joined by rapid increases in the
market-dependent urban population and the rise in production of agri-
cultural commcdities for export has caused a relative lag in the pro-
duction of food, especially for the main cereal diets. Ethiopia exported
large quantities of cereals and pulses for several years after World War
IT (e.g. 1947/48 - 153,800 metric tons). Since then, exported quantities
of cereals decreased rapidly, but pulses have risen. The low quality of
Ethiopian ccreal and the falling world market prices caused, in addition
to rising consumption, the decline in exports (27, p. 46). Inland prices
of cereals finally surpassed the world markel prices, and in recent times
fthiopia has had to import cereals. The actual imported quantity depends
directly on the annual output of cereals in Ethiopia. For example,
Ethiopia imported 51,500 metric tons in 1966 (5, 1969, p. 34); and in
1969, only 25,400 metric tons of cereal and cereal products (5,1970,

p. 91). A part of the imported cereal is shipped to rural areas.

Regional differences in production, in population density and demand
structure for food are large in Ethiopia, even over short distances.
There exist only rough estimates, both regionally and countrywide, of
the supply and demand for food.- The demand for the main diet cereal is
in the short-run relatively price inelastic but with a high cross price
elasticity within the group of cereals. The income elasticity for food
in Ethiopia was estimated at an average of about one, although there
are large differences between the urban and rural populetion {(for more
details of the available data see 27, p. 35). These figures, given a
rise in per capita income, indicate an increase in demand for food as
well as for cereals. In order to become independent from further



imports, the Ethiopian government has given great emphasis in its
development policy to increases in cereal production. Within the
frame of that policy an effective marketing system is of great
importance.

The present marketing system of agricultural commodities will be
examined in this study with respect to the following questions:

1. What are the reasons for the present high price fluctuations?
2. Do the spatial price differences exceed the shipping costs?

3. Does the present marketing system enable the merchants to make
excessive profits?

This study is based on the weekly price series of different
markets in the Baco/Shoa region in Ethiopia and on the main demand
centers for that area, Addis Ababa and Gimbi in western Ethiopia.
Price series of cereals, red pepper (chilli) and noog (nigerseed) were
chosen because of their importance for the Baco area.



II. Agricultural Structure of the Baco Area

1. Location

The town of Baco (Province Shoa),is located about 255 km. west of
the Ethiopian capital, Addis Ababa, and has approximately 4100 inhabi-
tants (5, 1970, p. 30). Baco is one of the more important markets in
the center of a larger agricultural area which lies in the zcne of mixed
agriculture in Ethiopia (Figure 1).

Ir the rollowing chapters, the term "Baco area" means a region of
egbout 750 sq. kilometers which begins in Jaji (West Shoa) and extends
to Sire (Eastern Wollega along the all-weather road (Figure 2). The
altitude of this rather ecologically uniform regior ranges from 1,600
to 2,000 meters above sea level (Woina Dega). The climate is mainly
characte.’ized by a rainy season, which normally ocecurs during the period
of June to October, the rest of the year being dry and hot. The pre-
cipitation was 12€0 mm. in an eleven year average. The average aniual
temperature is 20.2° C. (14, p. 5). Crops are cultivated only in the
rainy season because of the lack of irrigation systems.

The all-weather road, linking Addis Ababa with Certral Wollega
(Gimbi), passes through the middle of the production area around Baco.
Parts of the highlands north of Baco are now accessible due to the build-
ing of two new all-weather roads, one between Baco and Jere, and the
other one going from Ghedo to Fincha-Dam (Figure 2). All other connec-
tions are restricted to pack animals or to trucks only in the dry season.

2. Agricultural Structure

A. Land Tenure System

The Baco area, as in many other parts of Ethiopia, is characterized
by peasant agriculture with a large proportion being tenant farmers.
The percentage of farmers using their own land in the Baco area is esti-
mated at 20 percent, the rest of the holdings are either partly owned/
rented or rented (Table ). 1In both subprovinces (A.rajas) in which
the Baco area is situated, the percentire of owner-overators is signi-~
ficantly higher. Land is rented from both small and large landowners.
Most of the smaller landowners and the tenant farmers have holdings of
about the same size and with the same capital endowment (17, p. 17).
The lurger landowners do not always live in the rural arca (absentee).

In the Baco area there are two land tenure systems: Cash tenancy
and sn’.re cropping. About one-half of the tenant farms are rented under
each system (Table 1). There also exists a variety of forms of share
cropping systems. The different share cropping systems are distinguished
by the share of the production which the landowner obtains. The landowner's
share usually ranges between one fourth (Irbo Erash) and one-half
(Ekol Krash). In the first case, the lundowner leases only the land to
the tenant, while in the second case the landowner, in addition, gives
draught-oxen and seed. Twenty-five percent of all holdings in the Baco
area are rented under Irbo Erash and 16 percent under Ekol Erash. In
addition to the landowner's share tenants often have to pay a part of the



Figure 1. Agricultural Regions in Ethiopia
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Figure 2. East Wollega Province in Ethiopic
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TABLE 1. LAND TENURE IN THE BACO AREA, ETHIOPIA

Subprovince Percentage of Holdings

(Awraja) Rented Owned Partly

Area . Owned/
?8£§ing Eéﬁ%d Total Rented

Subprovince

West-Shoa

(Jibat & Mecha) n.a. n.a. 56 32 12

Subprovince

East-Wollega

(Lekemte) n.a. n.a. 69 27 i

Baco Area yol 391 77 19 L

n. a. not available

lPartly rented under both systems.

Sources: IEG, Central Statistical Office, Report on a Survey of Shoa
Province, Addis Ababa, 1966, (7).

, Report on a Survey of Wollega Province, Addis Ababa,
1967, (6).

Kelber, E. and Awole Mells, Agricultural Survey of Baco
Area, Ethio-German Agricultural Research Station Baco/Shoa,
Ethiopia, 1970, (15).



land tax, a tithe to the church of 10 percent and other duties. Some

of them also have to work a ce.rtain number of days for the landowner.

Therefors, the total share for the landlord is usually higher than the
system indicates.

Due to the uncertainty of the length of the tenancy contract, (the
contract can be cancelled by the landowner at any time) the tenants
make no investments for land improvement or for installation of irrigation
systems. In reality, the contracts run for long periods and are often
transferred from one generation to the next.

B. Size of Holdings

The size of cultivated land per holding in the Baco area is between
1.5-2.5 ha. There are only minor differences between owned and rented
holdings, but differences are large between hoth types of holdings in

2> total farm area. The farm area of small landowners range from 1l to
20 hectares and the tenants only rent that part which they are able to
cultivate. The noncultivated area of the Lland is grassland or open
woodland.

The reascu for the equality of cult'vated area per holding is the
limited capacity of draft power and labor force of the peasant farmers.
The maxim:al cultivated area under the uresent cropping pattern and farm-
ing system is for one pair of draft ox=n per 2.5 ha. (17, p. 28).

Most of the farmers have none or only one pair of draft oxen.

C. Utilization of Land

1L4.1 percent of the total area in the western subprovince of Shoa
is cultivated land. The percentage in the eastern subprovince of Wollega
is only 3.2 percent. The remainder of the area is pasture or forest.

Farmers mainly cultivate ccreals and the oil crop, noog (Nigerseed-
Guizotiu abyssinica) on the arable land. In both subprovinces ebout
80 percent of the cultivated area is planted with cereals, 30 percent of
this is maize and 10 percent is sorghum. In the Baco area the culti-
vation of cereals is less important ti:u in the rest of the area of the
Lwo subprovinces. Only T2 percent of. the cultivated area is planted
with these crops, but 39 percent of it is usually planted with maize
and 30 percent with teff. Twenty percent of the arable land is planted
with noog and 7 percent with red pepper (Capsicun sp). Pulses are
cultivated on a smaller scale for home consumption.

The cultivation of the oil crop, noog, is extremely extensive.
The land is only plowed, the seed is broadcasted and in due time the
crop is harvested. Noog has to be totally marketed because oil presses
are located only in larger towns. Due to the heavy vegetative growth,
noog is able to keep down the weeds. Therefore noog is often a pre-
ceding crop for teff in order tc minimize the weeding time. Teff is
used for preparing the national focd "Ingera," & flat cake. Red
pepper is one of the main cash crops in the Baco area and a great part
of the total Ethiopian production comes from here.



D, Animgl Husbandry

Although Ethiopia has the highest livestock population in Africa,
the livestock procuction is very low (17, p. 49). Of the total
production in the agricultural sector of Ethiopia, $2,141 million in
1966, only about cne-fourth was animal products. (Ministry of
Planning and Development, cited 29, p. 42). Due to the altitude, only
cattle and poultry are important in the Baco area. The main animal
husbandry regions are located in the higher elevations. As in most
of Ethiopia, farmers in the Baco region have different motivations for
keeping cattle, some of them objective, others subjective. The
number of cattle is in many parts of Ethioria a status symbol.

Besides the size of own~d land, social status is determined mainly by
the number of cattle. Frcm the farmer's viewpoint, objective reasons
for cattle keeping are less important, although the whole farming
system depends on draft oxen. The production of milk and butter for
retail purposes is conly important for a few farmers. On the other
hand, beef production has no importance for most of the farmers
because cattle are only slaughtered when they are ola or sclid when
the farmer reeds a larger amcunt of money than normally earned.
Therefore the Baco aren provided the market with only a limited
number of cattle. Cuttle ror lhe Baco area are d¢elivered from higher
altitudes north of Beco, and besides cattle a substanti-] number of
sheep for consumption come from these higher regions.

In the Baco region only 70 perczen: of the farmers keep cattle,
with 30 percent of them having mere than *on cattle jeor holdiug

(15, p. 24). To have one pair of draf. oxen available, « farmer ueeds
8-9 cattle (including oxen). '[his hisn numier needed for rerlicement
of oxen is due to high calf losses, lale maturity, etc. 'Therefore,

most of the farmers have to buy oxen from the hirher elevation ureas
because the average number of cattle per holding, of thosa thut keep
cattle, is seven heads (17, p. 49).



IIT. Market Structure

1. Relative Importance of Marketing in the Baco Area

Due to the farming structure and the size of holdings, it is
generally assumed that the peasant agriculture in Ethiopia is producing
on the subsistence level, where the farmers only have limited contact
with the market. The degree of market participation was studied for
typical holdings in the Baco area. The measurement taken was the share
of marketed vroduce Irom the total output on the farm {in value).
According to the measures used by the FAO there are three stages in the
transition of subsistence to commercial farming (12).

1. Cubsistence rarmer (marketed share under 25 percent),
2. Transition farmers (marketed share range between 25-50 percent),
3. Market farmers (marketed share more than 50 percent).

As Table > shews, the total revenue of an owner-occupier with a
cultivated area of two hectares is Eth. $231 per year. Out of this
amount cbout 50 rercent is marketed. A tenant under Ekol Erash (50:50
sharing) has a total revenue before sharinug of Eth. $208 per year.

Under the assumption that the landowner sells his share for leasing

the land, the tenant's marketed vart of the production is nearly two-
thirds. The directly marketed share of the tenant is estuimated to be
only 1% percent. That limited vart dirvectl!y sold by a tenant influences
his reactions to changes in merket prices. The different responses

to murket price chanyes hoave not yet sipniricantly influenced the farming
system of a tenant, mainly because of the traditional behavior of the
farmers.  However, the landown=r influences the kind of produce his
tenants cultivate.

During the calculation of the total revenue and market participa-
tion of farmers in the Baco are:, only the value of the cropr production
was considered. Only a tew of the tenants who share the production
with th- lundowier own animals. Their incomes are too low to permit
the neccssary savings needed for the purchase of animals. In most
anes owner-occupiers hove cattle and poulwry. Under the assumption
that. the animal production of an owner-occupier is 25 percent, the
totnl production is about Eth. $308. The portion of wnimal products
mrketed is less, therefore the figures shown in Table 2 give the
upper limit.

Summarizing the above, it can be stated that the high proportion
of marketed production results from the existence of the all-weather
roud in the Baco area and therefore, in comparison to areas without
road connections this region has excellent marketing conditions.
Another reason depends on the cultivated crops. As shown in Table 2,
the following plants are cultivated in sequence of their percentage
of the total arable land: Maizc, teff, noog and red pepper. Red
pepper and noog are cash crops and are mainly or totally marketed.

The farmers sell only their surplus of teff. Teff can be stored
withou! substantial losses, because the small hard grain (thousand
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TABLE 2. MARKET PARTICIPATION OF PEASANT FARMERS
IN THE BACO AREA, ETHIOPIA

A, Basic data from which B. and C. are derived:

% of Total Yield in Farmer's
Cultivated Quintal Price,
Crop Land per ha. Eth.$/100kg.
Maize 40 10 10.00
Teff 30 5 22.00
Noog 2 L 20.00
Red Pepper T 6 55.00
Sorghum 3 T 15.00

B. Gross Return in Eth. $ per Holdingl

Commodity Tenant Owner-Occupier
Maize 7°.00 80.00

Teff 59.50 66.00

Noog 20.00 32.00

Red Pepper 41,50 h6.50
Sorghum 6.002 - .50,
Animal Products -3 .
Total 208.00 231.00

C. Degree of Market Participation (Percent of Sale)

Tenantl
( -0 ier

Share Tor Jwner-0Occupier
Commodity Landowner Sale Sale
Mai ze 50 - 50
Teff 50 - only surplus
Noog 50 50 100
Red Pepper 50 Lo 90
Sorghum 50 - —_—
Total 50 15 59
lCultivated area per rented holding 1.8 ha., per owned holding .0 ha.
2Sale of animals or animal product only when moncy is needed.
3Rented holding under share cropping system with almost no livestock.
L

Share cropper with 50 percent of total output to landowner (Fkol Erash).

Source: Manig, W., Formen der Landbewirtschaftung im Baco-Gebiel, Ethio-
German Agricultural Research Station Baco/Shon, Ethiopia, 1972,

(17).
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corn weight is only 0.3 grams) cannot be destroyed by weevils. Besides,
the yields in the Baco area, with about 5 quintals per hectare, are so
low in comparison to the regions in higher altitudes, that farmers need
the produced quantity ror their own consumption. In recent years in

the Buco area, tefr is being replaced by sorghum, sincc¢ a white colored
sorghum variety was introduced by the Baco Research Station.

The marketing of the greater proportion of maize is surprising
because muize proaucts are the main diet in the Faco nrea. The reason
for this is the high depree of storage loss due to weovils and rodents
in addition to the necessity of payment of taxes, rents and the repayment
of loans immediately after harvest (26, p. 113). According to the
information obtained from many tnrmer: in the Haco area “he ctorase
losses, copecially of maize, range from 50-100 percent in o period of 3
to 5 months.  bven thoush these figures appear to be eoxagperuated,
investirutions by the Ethio-German Agricuvitural Reseurch Station, Baco,
showed that storagce losses reach the lower numbers cited gbove. Farmers
often have to repurchase maize or substitutes throughout tlie year in
small quantities at o higher price level (b, p. 60). This is cconomically
reasonable behavior on the part of farmers because the losses cun be
higher than price ditfferences weighed by quantities. Consequently the
improvement of local storage facilities is one siep ‘aowoard 2 better
markel position for the rarmers.

The farmers of the Haco area sell sorghum, other millets, beans,
peus, spices, eggs, poultry and butter in small quantities 1@ addition
to maize, tefr, noog and red pepper. TFarmers are by o means only
suppliers, they demand all of these products and imported commodities as
well on the weekly open markets in each town or village.

Both wheat und barley which are cultivated mainly in tne higher
elevations north of Baco, are marketed in towns in tne Baco area,
especially in Baco itself. Larger quantities are xept In the Baco area
and sold at retail on the open m--xets. Part of the marketed wheat and
barley are sold to the consumer merxets in Addis Abuba and reimported
to the Wcllega province and sold in uimbi and parily in Lekemle (L).

In addition to the marketing channels [u the bBuco area, surrlus rroducts
ol the highlands are also transported ou a newly built all-weather

road betireen Fincha-Dam and Ghedo to Addis Ababa and uimbi (sec Figure 2).
The flow of surplus commodities depends necessarily on roads which are
usable throughout the year. Before the new counection between Fincha-Duanm
and Chedo was built, larger quantities were shipped on u dry-weather

road linking Baco with the highlands. Since the loss of this revenue,
local administrators as well as wholesalers have forced the construction
of a new ull-weather road, the construction of which is already completed

from Baco to Jere (see Figure 2).

2. Market Channels of Agricultural Commodities

An open market is held once weekly in all towns and villages in
the Baco area. The market days in a certain reglon are distributed
within a week so that retailers are able to visit a different market
place each day. The farmer, or one of his household members, visits
the nearest market once a week. Other market places rarely are visited
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and then usualiy only for a special purpose. The regular visiting
of markets is an important part of the social life in rural arcas in
Ethiopia and it is the source of news and information including the
latest market prices.

Farmers sell their produce mainly at the nearest market place on
open market days to a rural wholesaler or one of his assemblers. It
is also possible to sell commodities directly to the consumer in the
farmyard as well as on an open market or to an assembler or retailer
who is located outside of town, but the quantities are limited.
Cereals, noog end red pepper are sold mzinly to rural wholesalers,
vegetables, poultry and eggs are gener:wlly sold directly Lo the
consumer on an open market day. All of the bubtter 15 regularly
collected by assemblers, put into iron containers and sent to Addis Ababa.

The towns and villages in the Baco wrea are located up to 19 km.
apart. The direct distance from u furmyard to the nearest market place
is not more than 8-10 km. or two hours wualkins, The fermverds are
distributed all over the area and link~d only by vpaths t roads or Lo
markets. The farms cannot be reachea Ly a vehiole in most cases so
that goods are carried by o farmer or nis wife 1o muarde:r. Due to the
lack ot a good transportaticn
their products i:n the aearect marver place.  Tho Murmers 1o not got
their current price inf-rmation before .hey »oren che murket, althourh
farmers are well inlormed about prices i: rects.  This iuformation
is distributed orally avong farmers, bu' sives only = rouch performance
of past prices. 3 hos been sbown, She Slucuustion o0 prices 1s very
high from week to weex., Past prices wnd their rrice cdpectationc are
the prime factors in the fermer's decicion to scil.  they munt sell if
they have carried their products.  Tuly in o Uow sreecol cases doeg
the farmer have the possibility of storing his yroaguers with friends
in town for later suale. Transvorting the produce vack Lo the {armyard
is so difficult that i. seldom huvpenz. With few exceptions, nrmers
have to sell their products immedintely after arrival ot the market
because of lack of time. The furrar or his wife arrive on o market
day between 11 a.m. and 1 p.m. znd nuve Lo walrn bacr in the afternoon
and therefore they are not able to Jestl or to sell in cmall quantities
directly to the consumer (26, p. 128).

gystem Lne 'armers are Corced Lo sell

As will be explained later, prices do not vary between the
beginning =ud the end of an open market day (h, p. 61), bul betwecn
market places there exists, in a short-run period, largre price
differences (see Chapter IV). Only cultivators with larger holdings
have the transportation facilities and the quunlities to Lake advantage
of these differences. Gometimes they hire pack donkeys for a rate of
Eth. $1 per duy. But the large number of farmers with their small
supplies do not ship their goods to the places with the higher prices,
although they are often well aware of the differences.

A forward-sale of agricultural products rarely takes place in the
Baco area. BSuch a sale usually results from receiving a loan from a
trader. Usually farmers borrow money in small amounls from friends
or middle size landowners. The SRI team mentioned a case of a [{orward-
sale from the Baco area, where a farmer sold his maize in advance
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(27, p. 83). According to that source, the forward-sale price of maize
was Eth. $5 per quintal. After the harvest the price rose to Eth. $6
per 100 kg.; that is an interest rate of 20 percent in three months.

A substantial part of the farmers' marketed surplus is retailed to
the rural consumer in the Baco region. The large proportion of
agricultural commodities remairing in the Baco area is due to the high
number of partly (like farmers) or totally market dependent people
who live in the rural areas. There are no data about the market -iependent
population and their demand behavior available for either the whole of
Ethiopia or sections of it. Some estimations, done by the Stanford
Research Institute for 1966 (27, p. 25), and actualized for 1970 by
the International Bank of Reconstruction and Development, cive a rough
performance. Out of the estimated total population of Ethiopiz of about
2k.7 million in 1970, 19 percent were market dependent; L percent living
in both cities, Addis Ababa and Asmara. Five percent lived in other
urban centers and the remaining 10 percent lived in rural regions. The
distribution indicates large differences between regions. By taking some
of the results of the Stanford Research Institute into account (27, p.
70), it is estimated for the Baco area that 70 percent of the farmers'
maize supply is sold to rural wholesalers, 15 percent to retcilers und
15 percent directly to consumers. The rural wholesalers sell about
half of it to local retailers and half of it (or about 35 percent of
the total supply) is shipped to consumer centers in Addis Ababa =nd
Gimbi and with less frequency to Lekemte. Large quantities of wheat
and barley from marketed surplus of the highlands remain in the Baco aresa
for local consumption. Agricultural products are transported and sold
in Addis Ababa or Gimbi after a certain period of storage in rural areas,
dependent on price constellations and storage facilities. The cereals
are sold to wholesalers in the cities or directly to a flour mill
(especialy wheat). The wholesslers sell the commodities to other whole-
salers, to mills or to retailers (see Figure 3). Flcur and also grain
is sold in shops or on open markets in consumer centers. Often a
smaller quantity of grain i. retrausported to the production area after
a certain period of storage.

Consumers in cities as well as in rural areas grind the grains in
small flour mills located throughout the Empire. These mills are
usually electrically, water or diesel engine driven (27, p. 58).

As previously mentioned, the consumer centers of Addis Ababa, Gimbi
and to a degree, Lekemte are of the greatest importance for the pro-
duction area around Baco.

Addis Ababa has a population of more than 800,000. All central
governmental agencies, import and export firms and a substantial part of
Ethioplian industries are located in or near the capital. Therefore
Addis Ababa is the most important and largest market in Ethiopia.

Gimbi is linked by an all-weather road with Addis Ababa. All
commodities from western Wollega are transported on dry-weather roads
to Gimbi and from there on the all-weather road to other destinations.
The broader Gimbi region is a coffee growing area and the coffez from
Gimbi is exported. Also all coffee produced in western Wollega has to
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Figure 3. Market Channels for Cereals in Western Ethiopia (Example

Baco- Area)
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be marketed in Gimbi. The farmers' activities in the Gimbi region are
completely focused on coffee production. Therefore food for the urban
centers and for the farmers has to be imported from other areas.
According to an estimation of the Ethiopian Grain Corporation in Gimbi,
about 30-L0 percent of the total consumption of grains has to be imported,
mostly from Addis Ababa and the Baco area. A part of the imported wheat
and cereal products from Addis Abtaba orginates in foreign countries. The
economically active town has only a permanent population of 6,500
inhabitants (5, 1969, p. 33; 8, p. 67). During the coffee harvest which
occurs from December until March the population of Gimbi, as well as the
rural area surrounding it, increases rapidly due to seasonal laborers (18).

The provincial capital of Wollega, Lekemte, has a population of
13,000 inhabitants (5, 1970), and all provincial governmental agencies
are located there. TFood is supplied mainly by farmers in the surrounding
area and only partially from the Baco area.

3. Storage and Transportation

A well established system of storage and transpeitation facilities
is necessary in order to minimize the price aifferences within seasons
and between producer and consumer areas. As long as the storage and
transportation system is not efficient, spatial and seasonal prices
will difver proporticnately more, given the supply and demand structure
in Ethiopia.

The storage facilitied for cereals, pulses and oilseeds in Ethiopia
are generally inefficient in towns as well as on farms (23, p. 172).
Only the Ethiopian Grain Corporation has moderr. silos on a large scale
in cities like Addis Ababa and Gimbi. The Ethiopian Grain Corporation
has a 1,000 metric tons bulk storage unit in Gimbi with 50 metric tons
sack storage capacity (27, p. 95). These silos are often empty (L4, p.67).
Traders, both in production and consumer areas, store grain in sacks or
in bulk in locally constructed houses. The grain is partially fumigated.
This method of storage creates hiph losses berause of weevils, rodents,
moisture, fwiri and bacteria.

Farmers store their grain in large baskets with a capacity of up to
20 quintals. These baskets are covered with a mixture of soil, teff-
straw and cattle manure (chicka) and covered with a roof made of grass.
Air ventilation is very good, and the high rate of loss is caused mainly
by weevils and rats (see Chapter III,1). With due consideration given
to the problems, the storage losses could be decreased to 3 percent per
annum without the use of chemicals (1L4).

Due to the high storage losses and unpredictable price fluctuations,
farmers and traders have to carry a high risk when they store cereals.
In addition, a substantial puart of the marketed grain is bought by
traders with borrowed money. According to the report of the Stanford
Research Institute (27, p. T9) more than one-half of the operating
cupitul of the large traders is borrowed from banks. It was estimated
that more than 25 percent of the demand for cereals and pulses in the
larger consumer centers in Ethiopia is usually financed on credit. The
Commercial Bank of Ethiopia (CBE) with its branches in all important
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towns lends money at an interest rate of between 7.5 and 10 percent.
In addition, the bank holds title to the stored goods and requires

a security of about 200 percent on the credit granted. In 1971,
20.7 percent of the total credit of Eth. $450 million was given by
the Comma2rcial Bank of Ethiopia S. C., for financing local traders
(3, Special Issues, Oct./Nov. 1972, p. U5). Lack of operating
capital and the necessity to obtain credit from the tanking system
forces the traders to energetically bargain in order to minimize the
purchase prices with resulting severe price fluctuations.

If the bagged cereals were stored in the most advantageous manner
in locally cons*“ructed warehouses storage costs (including losses)
of Eth. $0.44 - 0.53 per quintal per month are estimated for maize with
higher costs on other grains due to their higher value. Fumigation
does not increase the cost proportionately. There are only costs of
Eth. $0.L0 - 0.54 per quintal per month on maize with fumigation
which minimizes the risk of losses (sce Table 3). The costs for bulk
storage lie in the same range as sack storage, because the capital
costs for buildings and the losses are higher, but sacks are not
necessary.

Agricultural commodities are generally transported over long
istances in Ethiopia by truck. Only imported and exported goods
are shipped by rail between Addis Ataba and Djibouti or sent by air-
freight. Ethiopia has an all-weather road network of about 7.000 km.
(5) and an estimated dry-weather rouad system of the swne length. The
Baco area is well linked by an all-weatner road with all of the
important consumer zenters (see Table ) and therefore has relatively
low transportation costs (Table 5).

Most trucking concerns in Ethiopia own cne or two Lrucks. Only
a few trading enterprises own & larger truck fleet. By taking into
consideration the present road network and the absence of monopoly,
the ‘thiopian trucking system operates efficiently (see also Imperial
Highway Authority, cited by 27, p. 85).

The freight costs for hauling grain between Addis Ababa and
Gimbi or from towns locuted on the road to Gimti ranges from Eth.
$0.06 to $0.11 per metric won per kilometer depe:ndent upon ubsolute
distance, season, destination and upon an obtuined back-haul.

During coffee season, from December until March, the freight tariffs
are generally higher. because truck owners prefer the lucrative coffee
transport. The coffee harvest falls in the dry season when many

goods are hauled on dry-weather roads causing a shortage of truns-
portation facilities und a subsequent rise in freight rates.
Commodities are moved in both directions between Addis Ababa and
Gimbi. Food is transported from Addis Ababa or Lhe Baco area to

Gimbi with coffee transported on the return trip. The transportation
tariffs from Addis Ababa t¢ Gimbi are lower in the coffee season than
from Gimbi to Addis Ababa.

The hauling tariffs on dry-weather roads are much higher than
on all-weather roads (27, p. 87).

Under competitive conditions the costs for assembling, transporting



TABLE 3. ESTIMATED STORAGE COSTS PER MONTH
AND PER QUINTAL FOR CEREAL
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Jtems

Eth. $/100 kg.

Capital costs and maintenance
Investment - Eth. $750 - 1.500
Capacity - 50 tons

Storage period -~ 6 months
Depreciation - 10% per annum
lnterrst - 8% per annum
Maintenance - 2% per annum

Sacks (Eth. $1.50 each, used
2-3 times)

Fumigation

Investment on grain (10% per annum
on grain valued at Eth. $15.00/q.)

Wage for « guard (Eth. $25.00/month)

Sum

0.05 - 0-10

0.08 - 0.12

0.05 - 0.10

0.13%

0.05

———

0.36 - €.50

Storage losses (3% per annum on Eth.
$15.00/25.00/40.00 per q.)

Storage losses (10% per annum on Eth.

$15.00/25.00/40.00 per q.)

0.04/0.06/0.10

0.13/0.21/0.33

Source: Interviews with traders.
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TABLE L. LISTANCES BETWEEN SELECTED MARKETS IN
WESTERN ETHIOPIA (in km.)

Addis Ababa 200 24T 255 285 3k0 L60
Ghedo Ny 55 85 1ko 260
Sheboka 8 38 93 213
Baco 30 85 205
Sire 55 175
Lekemte 120
Gimbi
TABLE 5. TRANSPORT TARIFFS ON THE ALL-WEATHER ROAD

ADDIS ABABA - GIMBI

From To Eth. $/q. Eth. ¢ per ton-km

Addis Ababa Lekemte™ 2.00 bis 3.00 0.06 - 0.09
Gimbi 2.75 bis 5.00 0.06 - 0.11

Baco Addis Ababe 2.00 bis 2.50 0.08 - 0.10
Gimbi 1.50 bis 1.80 0.07 - 0.09

1 . . . . X .
Tariff, given by the Imperial Highway Authority, is only Eth.
$1.50/q. (4.5 cents per ton - km.).

Sources: IEG, Statistical Abstracts, (5).

SRI, Ethiopian Agro-Industrial Sector Study, Report No. 16,
p. 8k and p. 253, (27).

Manig, W., "Kaffeemarki in Gimbi/Aethiopien." Ethio-German
Agricultural Research Station Baco/Shoa, Ethiopia, (Mimeo),

(18).



and storing are not higher than shown in Table 6. Spatial price
differentials and seasonal price increases would remain within that
range. 1If the assembler is trading for his own enternrise, his profit
tends, under full competition, towards zero. If the assembler is an
agent for a wholesaler, he will obtain a cemmission of Eth. $0.20 -
0.30 per quintal.

In chapter IV, 2 and 3, regional price differences and price
fluctuations over time in Ethiopia are compzared with costs in orider

to examine the competitiveness of the grain market in the Baco urea.

L, Structure of QOcen Markets

As was mentlicned earlier, 10 percent of the tctal Ethicopian
population was marxet devendent for oed in 1970, but only 9.4 percent
of the peorulution lived Tyocowns with a population ¢t more than 2,000
inhabitants. 1n both vrovinces, Shoa und Wollera, 20 6 and L.1 percent
resvec’ ively of Ui tota! Ethierian vorulation 71\L in towns (%).
Almos: all o *he market leveondent rovulztlon in ur

O
)

IS

O"uv\

;r«

an and rural areas
ana 1lso Cemers ruaschnse their Ueod and other items predcminantiy in

week Ly oren marrets,

Open marke* days are assigned within a regicn over the week (see
Table 7). Retuilers are prosent on each Tarﬂht vlace. They transport
i “uck-aonxey, bus or by the trader himsel
tetween 11 oand 10 a.m. The reak of

thelir roods botween navnes
The oren
marke®. bw
busi:ess

N

. S~ L0 LIRS - o N -
LoAand o v, AC 2 DL, T narsed

Every reculurly attendins recallier has his pvlace in the market.
All cormodities o0Vcred onow cren muri2t by oa retaller are shown on
ed vecrlie. Agoriculitural rroduce
is traded only in wolwene, b ceevity 13 alsce tuken intce consideration
on the retail olunce. ilasses, g and containers made “rom a certain
type of squash are used 4 measosoments. Inomost of the rmarkets a
plase with a velume o 330 cem. (rounded) is in use although other
contaliners with different volumes ares olso used. Retallers only in
Oimbi measure goods in a larger enunmeled container.  The retail sale
prices are quoted either in number o containers per one Ethiopian
dollar or in Ethicrian cents yver contuainer. Usually, traders are
inclined to use rounded-otr figures. Due to these methods of
measuring, prices rer 100 kg. can be changed only in larger steps,
because the number of containers per oue Ethiopian dollar has to be
changed. Steps of price chunges increase with enlarsing the size of
containers. For example, whcn the price of any commodity is set at ten
containers per one dollar, change is only possible in increments of 10
percent.  If container sinze is doubled and the price remains at the
sume level, or in other words, the vprice is set at only five containers
per one dollar, price changes uare made at an increment of 20 percent.
This method results in keeping prices constant tror as long as possible.

PR e b PR YN Yoy v ey s P N RN
bast muts or ia cven Sacrs 1o Interest

Other measurements are also common for products other than grain.
Onions, garlic, potatoes and red peppers are traded at the retail
level in small heaps for ten Ethiopian cents each. The size of the
heap changes often according to the market situsation.
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TABLE 6. COSTS OF ASSEMBLINGI, TRANSPORTATION AND STORAGE
OF GRAINS IN ETHIOPIA
Eth. $/100 kg.
1. Assembling, storage and selling in the

Baco area

a. Buying costs (weighing, filling sacks) 0.20
b. Handling costs in store 0.10
¢. Selling costs 0.20
Sum a - ¢ 0.50
d. Storage costs (lussec 10 percent per annum,
grain price Eth. $15.00/a.) per month 0.49 - 0.63
2. Assembling in the Baco area, storage in Aldis Ababa
a. Buying cosis 1in Bpaco 0.20
b. Costs of sacks® (value Ezh. #1.50, 20 *imes use
for transrortation) .09
c Loading in Baco 0.10
d. Transpori ~osts Baco - Addis Ababa 2.50
e. Unlcadin. at store in Addis Ababa 0.10
f. Sellin;: cests in Addis Ababa 0.20
Suma - ¢ 3.15
g£. Storare costs {lesses 3 perceut per annum,
grain value Eth. £15.00/1.) per month 0.40 - 0.54
3. Assembling in the ¥aco orea, storare in Gimbi
a,b,c,e,f like example 2 0.65
d. Transport cost Baco - Glumbi 1.80
Sum a ~ T 2.145
g. Storage costs (like example Z) 0.40 - 0.54
4., Buying in Addis Ababa and transportation to Gimbi
a. Buying costs in Addis Ababa 0.10
b,c,e,f like example 2 0.45
d. Transport costs Addis Ababa - Gimbi 4. 00
Sum & - f Il.55

lOnly direct assembling costs of rural wholesaler.

commodities to the store of the trader. Without cleaning costs.

Farmers bring the

2Assumed, that rural traders use their own sacks for transportation.

Source: Tables 3 and 5.
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TABLE T. WEEKLY OPEN MARKET DAYS IN THE BACO AREA

Market Day

Jaji Friday, (Wednesday)l
1"ibbe Thursday

Cheboka Monday

Baco Tuesday and Friday
Ano Thursday

Sire Saturday

Jere Monday

Addis Ababa Daily

Lekente Thursday and (daily)
Gimbi Saturday and (daily)

1 R Coy s .
The day indicated within brackets denotes a less 1mportant market.,

I'ne transaction takes rlace af'ter a period of bar-uicine-, during
which prices ¢ be rescuiated only slichtly downwurd by adding a tistful

of grain or other p duce.

Bartering no Lon,er exists o oren markets in the Baco area as it
does in some of the otner re;-ions or Ethiopia. All purchuses and sales
are doite with the o1 ci! crreney, wihich is als the nmeasurement of
value.  Besides runctioning as o measure, money is ulso used tor savings
in the short term.  Srall amouwnts of money are saved until a certain
target is roached. i there is n . ailrect savings, the noney is later
exchanged for catile «r land. In other words, long term Investments are
in cattle or land, but not in currency .

As an exumple of the structure of w open market, the main market
in the provincial capital ~" Wollega, hekerte, should be examined (see
Figure b). Other markets are similar, although generally on a smaller
scale.

The open market, on Thursday of every week, tukes place in an area
100 m. long by about 50 m. wide. locally constructed one or two floor
houses, with a veranda, are situated around the site. These houses are
built from cucalyptuc sticks. The walls are covered with a mixture of
soil, straw and cattle manure and the roofs are made from corregated
iron. Most of the buildings have an electrical connection. The buildings
contain retail shops, bars, and oil mills and the wholesalers' stores.
Most of' the houses also have living areas.

The market pluce can be reached on three earthern roads. Also the
market area itself is only earth without any cover or preparation.
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Figure 4. Structure of the Open Market in Lekemte, Ethiopia
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Each group of commodities has a certain selling place along the
pathways. Agricultural products, like cereals and pulses, are located
on the upper northern part of the area, whereas handwoven and manufactured
cloth, cotton and potteryware items are sold on the lower part of tne
area (see Figure 4). Some highly valued agricultural commodities and
other products are offered under a shelter. Open market days are held
during both dry and rainy seasons. Commodities are only covered slightly
while it is raining, and after the rain the market place is like a mud
hole. Sanitary and disposal installations are lacking resulting in low
quality hygenic conditions for food marketing.

Retailers on the weekly open markets have to pay a monthly tax to
the municipality where the market is located. The payable amount depends
upon the siue of the occupied space and the value of the offered goods.
The tax collector assigns subjective monthly payments to each trader in
one of the tax brackets of Eth. $0.20; 0.25; 0.50; 0.75; and 1.00. The
number of retailers on the market can easily be ascertained based on the
payment of this tax. But besides these commercial retailers, farmers
or their wives also occasionally offer their products on the retail
market without payment of the tax to the municipality. Some farmers
sell their homemade products, such as mats, sacks, pottery and woven
work, iron tools und jewelry on the open market, although comparable
manufuctured geods of this kind are also offered by commercial retailers.

As an example of = mediwn size open market, Table 8 shows the number
of retailers and the monthly amount of tax at the market in Baco, where
data ure available. The table shows, for the period trom July 1970 until

April 1971, that the number of retailers on these two markets in Baco
increased rapidly with the beginning of the harvest time in October. 1In
the harvest period large quantities of agricultural products are traded
on the retail level and due to the increased purchasing power of the
populution during this time traders offer additional consumer goods.

The number of' retailers between markets differs greatly but the annual
fluctuation is about the same overall.
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TABLE 8. NUMBER OF RETAILERS AND THEIR MUNICIPAL TAX PAYMENTS
ON THE OPEN MARKET IN BACO,JULY 1970 - APRIL 1971.

]
No. of Retailers paying tax of Fth. §” Total
Month 0.20 - 0.50 .75 - 1.00 Tﬁtal Paymen®,
o .

Eth. $
July L2 h1 83 56.25
Aug. 34 39 73 51.50
Sept. 32 A 7h 52,145
Oct. 85 69 154 98.05
Nov. 89 78 167 105,05
Dec. T2 5T 179 67.00
Jan. 59 68 107 8€.50
Feb. | 70 71 b1 95,00
March 76 89 165 109.00
April 75 73 148 100.00
1

Each retailer has to pay a monthly tax to the municipality. The amount

depends on the size of the space on the merket una the kKind of commodily.

Source: Records of the tax collector in Baco.
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IV. Prices of Agricultural Commodities in Ethiopia

1. Price Formation of Agricultural Products

Addis Ababa and Asmara require not only a substantial proportion
of the marketed surplus of agricultural production in Ethiopia for their
own consumption due to their large populations, but also large quantities
of goods flow to these cities for redistribution to the rural areas.
Therefore these markets, especially Addis Ababa, have a leading role in
price formation and most of the prices in the rural areas depend partially
on prices in Addis Ababa. The actual price determination in Addis Ababa
depends mainly on the interaction of supply and demand due to the fully
liveralived market. Prices are set by brokers, who negotiate a large
rart of the transactions. The world market price of cercals does not
inrlucnce the national price determination; but the prices of export
cormodities, such as coffee, oilseeds and pulses, are greatly influenced
by world market prices (27, p. 107).

"he totul production and therefore the supply has to be estimated by
a large number of traders because no cropping and production statistics
exist in Ethiopia. The sum of the subjective production estimates of the
most important wholesalers, weighted solely by thelr market share, determines
the collective price expectation and this is the crucial market force,
especiully during and after harvest time.

Though the Bthiovnian Grain Corporation is the largest trader in
cereals in Kthiopia, this semi-governmental organization has had only a
3 percent share of the marketed -urplus in 1966/67 (27, p. 107).
According to another source (IBRD), the Ethicpia Grain Corporation handled
only 1.5 percent of the domestic market supply (excluding imports). These
figures give an idea of the size and influence of w« cingle trader on the
grain market in Ethiopia.

BKecause of the low price elasticity of demand and supply of cereals in
a short-run period and therefore a high price flexibility coefficient,
the crucial impulses for price movements are closely related to the
marketed supply. Due to the nonexistance of statistical data the total
marketable supply is often misestimated with the resultant price
fluctuations wilhin one year and between years and these price fluctuations
are even hipgher than the price flexibility coefficient indicates.

As pointed out earlier, prices in production areus are directly
influenced by prices in f1idis Ababa. The derived prices in a certain
production area should be, in a competitive market, theoretically lower
by the amount of shipping costs between these two places. As shinping
costs rise price fluctuations in a local murket may increase without
initiating a tlow of produce to the consumer market, with local traders
accordingly becoming more influential.

Only the upper level of prices in local markets in the Baco region
is set by the prices in Addis Ababa, reduced by the amount of marketing
costs. Under this ceiling price, local prices differ in a broad range.
The reasons arc: imperfect transparence, high market risk for traders
and Lthe different markel positions of merchants and farmers.
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The rural wholesalers and assemblers are generally well informed
of the current prices in the main markets in Ethiopia as well as on the
local markets in a certain rural area as they usually exchange daily
price information by telephone.

rarmers obtain their current price information at the nearest local
market only after they arrive at the market, but they are well informed
gbout past prices in markets in a certain region. They cannot profit-
ably use their information about price differences between local markets
due to the lack of trensportation facilities. Better price trans-
parence to the farmers (e.g. price information from central markets)
would not change their position in view of the basic transportution
problermn.

As already mentioned, farmers have 1o choice in the selection of a
specific market vlace bu® they also have no time choice for selling
their rroduce because all taxes, rents and repayments of louns are due
shortly after harvest time. In addition, the farmers need money
because all necessuary purchases were postponed until arter harvest time.
Due to the gap in time and lack of alternative sources o!f income
(only a limited number of farmers manufzcture bust mals, pots or cloth)
most farmers are forced to sell their produce 25 soon o rogssible.,  For
example, the purchase of ceraals by the CADU-rroject in Assella is
concentrated siortly after harvest time. The project bougsht out the
total purcnases; 1l percent in Hovember and OF percent in Decenber,
1970; 27 percent in January, &7 percent ‘n Februmry, and only 7 percent
in March, 1971. After March, 1971, the project was not oftered ;rrains

(1).

These facts represent generally the low bar;aining power and
market position of the farmers. But the market risk for merchants is
also high because of the lack of ndequalce storage facilities and
especially because of the unpredictability of price movements. Therefore,
traders alsc may sustain losses by cuorupe. In addition from the
subjective viewpoint of traders, they curry another risk because a
large portion of their transactions nre financed with borrowed money
(Chapter III, 3).

Taking all of the foregoing into consideration, the price determin-
ation on local markets depends upon the estimation of the locul supply
by a few merchants. Prices in Addis Ababa are only guidelines for the
ceiling price. The subjective estimalion of a sinpgle trader preatly
influences the price in a certain region, although there are some cor—
rections possible due to the integratinn of the local murkets.

2. Temporal Price Behavior

Prices of agricultural commodities in Ethiopia fluctuate greatly
over time and these changes can be divided into four dif'feren‘. components
as follows: a. long-run changes (trend); b. the typlenl fluctuutions
over years (cyclical); c. fluctuations within one yoar (seasonal); and
d. irregular changes between weekly quotations.
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A. Long-run Movements

The available price series from the Baco area, lLekemte ané¢ Gimbi
from May, 1970 until December, 1972 cover too short a period to analyze
trend movements of agricultural commodities. DBy using the data from
Addis Ababa for a longer period there was a typical increasing rrice
tendency between 1957 and 1972 (Figure 5). All other price movements
oscillate around the trend. The average annual increase in Addis Ababa,
computed for 2 linear trend function for 1957 to 1972, was for maize
Eth. $0.36 per quintal; for wheat Eth. $0.58, and for noog Eth. $0.4k4 per
100 kg. According to the analysis of the Utuntord Research Institute the
prices increased annually on the average of” Eth. $0.51 per quintal on
maizce, Eth. $0.42 on wheat, and ®th. $1.41 per 100 kg. on teff (mixed
color), calculated for the periud 1957-1907 (27, p. 131).

The upward trend of prices of agriculturul commedities in Ethicpia
is caused by substential changes in the structure of supply and demand.
The main reason tvor the chunpe in demand is the growing population and the
rapidly increwsing narket dependent povrulation in Lowns as well as in
rurisl arcus.  The locrease in demend ralses the prices ot wricultural
goods.  These price lucreases rosrond generally to a rive in production
and relieve the transition 'rom subsistenco to marketing agriculture.

But this transitiocn often causcs 2 change in the vroduction from food to
agricultural raw materials, especiallr it they -w. ve sold on the world
market. bxamples in Bthicpia are the production of cotton, coffee, oil
crovs g red perrer (for tood coloring).  Merctere to a certain extent,
absolute food production decreases regardless of price rises and the
forrer cubsistence farmers become partly dependent on marketed food.

The dependence on imported food in Ethiopia indicates that the in-
creases in production of feod products has been less than the required
amounit.. Therefore, development wid programs for tarmers in Ethiopia
(extension and credit programs) are mainly concerned with increasing the
production ot tood. But it should be pointed out, that the present
relative high price level for cereals will decline in the long-run
process of development. Increasing productivity in agriculture due to
technological progress (especially with use or inputs such as fertilizer,
improved sced, ete.) will lead to a dec.iae in prices, given the demand
structure. But the use of these new inpul: requires not only more
capital and credit, the increased output hus also to be marketed (see 19,
p. 288). 'Therefore it is equally important that improvement of the
marketing system be piven the highest priority in order to decrease the
risk of marketing, due to the uncertainty of price movements (see
following chapters).

B. Cyclical Price Movements

Price fluctuations over years are mainly caused by changes in supply.
Due to weather variability and its influence on yields, the supply changes
over years. Also, marketing farmer's reactions cause fluctuations in the
supply. Por example, unfavorable weuther conditions in a given year will
decrease furm production causing lower marketable inventories with
resultant price increases. Farmers, who market a substantial part of
their production, react to these price increases by an extension of the
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Figure 5. Long-run Price Movements of Maize, Wheat, Teff and Noog in Addis Ababg, 1957-1972
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cultivated area in the following year and vice versa. Annual changes in

the cultivated land area are usual in Ethiopia, because most of the

farmers cultivate only a part of their cultivatable land. Not only do
prices of agricultural commodities cause an annual fluctuation in cultivated
land, but weather conditions during the short periods of ploughing and
sowing also iufluence the extent of the cultivated acreage. It was noted

in the Baco area that farmers increase the cropping area when weather
conditions are favorable during the sowing period for a certain crop, but
when heavy rains start early in the rainy season, a part of their land
cannot be cultivated.

These annual reactions to price fluctuations, modified crucially by
weather conditions during ploughing and sowing time and also during the
wvhole vegetation period, cause typical three to four year price cycles in
Ethiopia (27, p. 130).

The short time range of available data for the Baco area deny defini-
tive answers to the existence of cyclical price movements but, as shown
in Table 5, information on typical cycles in Addis Ababa was available.
Teff (mixed color), for example, brought high prices in 1958, 1961-62,
1965-66 and 1970.

C. Seasonal Price Movements

The most oubvious price movements for agricultural commodities in
Ethiopia appear within a one year span. Shortly after harvest time,
from October until December, the lowest pricces exist and before a new
harvest, the highest prices are usually obtained. As shown in Figure 6,
the seasonal price indices on maize around the centered 12 month moving
average for two different long-run periods, reached the peak in August
and September. The shortuge of availuble price series for the Baco area
do not allow the computation of seasonul indices by elimination of cy-
clical movements. A comparison ol price series Tor different agricultural
products between markets in the Baco arca show o similar seasonal pattern
in some years as above (compure Fi.ure 6 with 7 to 13), but with typical
distinctions in peaks sand frequencies. 'The fluctuation of prices in the
production area is much higher than in Addis Ababa. Due to the high
fixed costs of moving commodities, which ure a stabilized factor, prices
in consumer centers tend to have smaller fluctuations. Besides this,
the competition of different production areas with slightly different
seasons stabilizes the changes of prices in Addis Ababa. On the other
hand, additional supplies tend to increase price fluctuations in a more
or less closed production area but the upward movements are limited due
to the attitude of traders, who are oriented to prices paid in Addis

Ababa.

In Gimbi, because of the greater dependence on transported food
supplies, prices are somewhat higher than in Addis Ababa. According to
information obtained from the BEthiopian Grain Corporation, Gimbi branch,
most of the food is hauled in January and February to Gimbi and stored
for later consumption. Because of the coffee transportation to Addis
Ababu in that time, transport tariffs are lower for backhauls. The
seasonal price fluctuations for cereals such as maize, wheat and barley,
for whicu Gimbi is import dependent, is lower than in Addis Ababa, due
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Figure 6. Seasona! Price Indices~ for Maize in Addis Ababo (1957~
‘67 and 1970-72)
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to the stabilizing factor of transportation cosis. But the main factor,
which prevents extremes in price fluctuation is the high purchasing power
during the coffee season, October to February, in Gimbi, the period when
prices would normally fall. Due to the glut of teff in the Gimbi urea
prices react in the same way as for other products in the Baco area.

The inf'luence of cyclical components on the seasonal fluctuation of
prices is 5o high that often seasonal shifts will not occur or prices will
move in a different direction (see Figure 7). The superimposing of
differently caused price movements bring a high risk factor into the
storage of cereals, because price rovements cannot be predicted with
confidence (see Cnapter IV, 2e). Taie varying production over lime, and
over the total country as well as for a certain area, produces that super-—
imposing. Although the crop yield causes objective price movements, the
colleclive yield estimation of merchants and the reaction of wrong estimates
are responsible for the actual price behavior. As lons as the collective
estimation comes true, price movements are normal. Ia the cause of wrong
estimnles, price movements ure abnormal in the long run.

The price behavior of maizce from 1969 to 1972 is an example of an
abnormal price movement: The price of maize was Eth. $7.00 per quintal
in Baco and Eth. $13.00 to 15.00 per 100 kg. in Addis Ababa in December
1969. ‘The local traders overestimaied the crop yield in the Baco area
and theretfore they had nu intention Of paying a higher price. To a
lesser ecxtent, the supprly was also cverestimated country-wide, causing a
low price itevel in Addis Ababe.  Tne price difrerences between Baco and
Addis Ababu produced a rlow ot maice to Addis Ababa.  But in January/
February traders becwne uwire of their overestimatlion of the maize yield
and wholesale prices increased “rom that time until August/September
1970. ‘The quotation for maize in the Baco area rose to Eth. $30 per
quintal, in Addis Ababa the highest prices were Eth. $o7 per aquintal.

The price differences caused w vuck flow to the Baco areu. The prices
fell with the begii Imyr ¢t harvest time to Eth. $15 - 17 per 100 kg. in
Baco and to Eth. $19 per quintal in Addis Ababa, both quotations are

tfrom October/November 1970. Thus, the seasonal price increase in 1971
was much lower than the year betore, because the price adjustment during
harvest time, November/December 1970, was too high and did not correspond
with the high yield. After harvest time in October/November 1971 maize
prices fell but throughout 1972 they were kept down and fell more. In
1972 there was no seasonal price increase (see Figure 7).

As a comparison between Figures T to 11 demonstrates, the price
movement of other cereals was similar to maize due to the possible
substitutions. The range of price movements were somewhat higher on
other crops like wheat (Figure 8), white teff (Figure 9) and sorghum
(Figure 11).

The price behavior of noog (Figure 12) showed a decrease from 1970
until April/May 1972 and an increase in the second puary of 1972. The
monthly fluctuation was relatively low. Of greater importance for the
marketing of noog within the Baco areca is the market in Sire. Most of
the production from thc southern lower areas is marketed through channels
in Bire. Littlie noog is traded in the Baco market and therefore
price quotations are not always available, while a wholesale market
for noog does not exist in Gimbi.



Monthly Wholesale Prices of White Maize in Selected Ethiopian Markets, I969-1972

Figure 7.
(in Ethiopian Dollar per 100 kg)
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Figure 8. Monthly Wholesale Prices of Wheat in Selected Ethiopian Markets, 1969-1972
(in Ethiopian Dollar per 100 kg)
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Monthly Wholesale Prices of White Teff in Selected Ethiopian Markets, 1969-i972

Figure S.
(in Ethiopian Dollar per 100 kg)
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Figure 10. Monthly Wholesale Prices of Barley in Selected Ethiopian Markets, 1969-1972
(in Ethiopian Dollar per 100 kg)
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Figure 12. Monthly Wholesale Prices of Noog in Selected Ethiopian Markets, 1969-1972
(in Ethiopian Dollar per 100 kg)
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The prices of red pepper (Figure 13) fluctuate in Addis Ababa
and in the Baco area with high absolute rates but due to the high
value per unit the relative changes are similar to other agricultural
commodities. Red pepper is usually marketed in the locul measurement
"fasula". One unit is officially 17 kg., but it ranges between 195 and
20 kg. In this survey, 17 kg. per unit was used. Price quotations
on wholesale levels were not done in Gimbi and Lekemte. On these
markets, red pepper wus marketed in smaller quantities only on the
retail sale level.

D. Short-run Irregular Price Movements

Wholesale prices in production areas often perform high short-run
fluctuations between several weeks. For white mairne, these movements
are shown in Figure 1l for Bucc. Price changes are cxpluinable by
the attitude of traders on a market. Hetween the two to three leading
traders on a market coilusion gsecnea to exist with recrect ‘o the
setting of prices and all otner less important traders toilow: ! their

advice. The daily pricesg are concrant from the beginuins untii the end
of marketing with no consideratlion given to actuul curpliec or other
monetary influences. The reactiocn o the supply occurs on tne next duy,
usually over a weekly period. Farmers' responscec to pricog sre wlso n
week behind and only retuzilers ure able to respond Imme:il-tely Lo price

stimulation. They therefore stabjlize the price fluctuwijouc. As
the following scheme shows, a four week cycle cxicsts. ‘The [ifth week
is similar to the first.

Reacticn of supply and demand on prices in local markets

Market-day

(weekly open market) Wholesaler Farmer Retailer
1. high prices ::>x<i/ larpge supply =« smull demand
2. low prices N ’/ﬁ large supply «- large demand
3. low prices \\!K\f> small supply =« large demand
b, high prices <<j><i\ small supply =-cmill demand
5. high prices \ S large supply <-small demand

The retail prices in the local markets depend to a hipgh degrec on
wholesale prices. But short run movements are nol always synchronous.
(Figure 14 and Chapter IV, 5).

E. Seasonality of Prices and Storage Conts

In a perfect market seasonal price increases reflect the storage
costs. The profit of the traders is positive, but would tend to zero.
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Figure 13. Monthly Wholesale Prices of Red Pepper in Selected Ethiopian
Markets, 1970-72 (in Ethiopian Dollar per kq)
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In Figures 15 and 16, the seasonal price movement is compar=d with
storage costs Tor maize, wheat and white teff in Addis Ababa and is
representative for tne Baco region in Sheboka. The harvest for maize
and wheal occurs normally in November/December. Prices are lowest in
this period. The harvest time for teff also starts in November, but
extends over a longer period with additional time for the grain to
ripen ufterwards. Therefore the time of the highest supply and the
lowest prices is usually in January/February. TFor the following
calculations, the monthly average prices in November/December on maize
and wheat and the Jan ary/February price of teff were used. Based on
these averages the computed storage costs (see Chapter III) are added
for each month under the assumption that the storage period ends in
October or December of the following year (10 months). By taking a
variation ot pure storage costs and losses of 2 3 Lo 10 percent range
on maice und wheat and of only 3 percent on teff into account, Figures
15 and 16 show the monthly increases.

e storyre of maize was profitable in Addis Ababn in .969/70.
Under the -qwsumption that maize was bought at an averagre levember-
December 1000 price and sold in Awsust 1970, a zross narsin of Eth.
$7.3% = 9.0 per quintul could be obtained. In 197071 the sross margin
was positive on B, 20.9% - 1,55 per 100 ®yr. maize, when it was bought
at an ave-srgre Jovemteor=Deeciber 1970 price and sold st Lhie highest prices

in March 10979710 A Doasoor o0 ragse period decreased the margin.  Storage

o' mauive in ALdis Abubuw ot Jaeboka was not profitable in L1971/
becawre wholeowie triecs fell steadily after harvest time 1971, Usines

Lhe wsoumption o0 o socraye period from Jovember-Decerber 1970 the
caleulnted nesative sross margin was bBth. $8.20 - 0000 per quintal in
Addic Ababa wed Fth. R10.010 - L2 b0 per ke in Shebokn (see Figures 19

and 16). When maize was bowgsht at the sbsolute lewest price and sold
after a certnin storage veriod, ohe losses were gmuller than the above
f'igures.

Whent storage was protitable in 1969/70, but not in the two
following yenrs. By assuming thot wheat was srored at average prices
paid in November - December 1970 :and sold atter ten months, a negative
gros: margin of Eth. $7.75 - 10.65 per quintal was calculated for the
markel in Addis Abab:, traders in Sheboka lost Eth. $10.20 - 13.10 per
quintal. The losses for a ten month slorage period from November -
December 1971 until Qctober 1972 were Eth. $3.50 - 7.40 per 100 kg. for
Addis Ababa and Eth. $9.05 - 11.95 per 100 kg. for Sheboka. Even by
buying at. the lowest priees and selling wheat at supposedly the most
advantareous time, storage was not profituble tror traders (Figures 15
and 16).

Utorage of white teff was similar Lo mai ¢ and wheat, highly
profitable in 1970 in Addis Ababa but in 1971 it was only profitable in
Addis Ababa und Sheboka when the timing of buving and selling was right.
In 1972 the storage of teff in ~ddis Ababa was not profitable, in
Sheboke with good timing it was only slightly protituble. A comparison
between prices on teff in Addis Abuba and the Baco area cleuarly shows
the higher price level in Addis Ababa with n smaller price decrease

in 1971/72.

Under the assumption of average storage costs and storage periods
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Figure 15. Seasonal Price Movement and Storage Costs of Maize,
Wheat and White Teff in Addis Ababa, I970-72
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Figure 16. Seasonal Price Mavement and Storage Costs of Maize,
Wheat and White Teff in Sheboka, I971-72
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of 6 and 10 months respectively, the following gross margins and gross
rates of margin were calculated (see Table 9). As the table shows, the
gross rate of margin was generally positive in 1969/70, partly in 1970/
71, with a profit loss in 1971/72.

In summary, the storage of grains involves a high risk in Ethiopis,
because of the uncertainty of price movements. In some years, exorbitant
profits are possible, but in other years losses can also be very high.
When a single trader successfully times purchases and sales, profits are
higher than stated above, but the merchant system as a whole has to absorb
the losses. It should be mentioned that wholesale prices on a local
market do not represent buying prices of traders. The farmer's price can
be up to 10 percent lower and therefore the profit of merchants higher
(see Appendix A).

3. Regional Price Behavior

In the folliowing chapters, prices of agricultural commodities will
be compared between markets in the production area zround Baco and in the
consumer market in order to obtain spatial differences as well as the
degree of derendence between marxets.

A. Murret Integration

To obtain perrormance of tie mutual dependence I marrkets, the
degree of the synchronous price movemernis betwesn these murkets can be
calculated. A surficient meacurs is the correlation coefficient "r'".
This measurement gives the deygree of price dependence between two markets.
In a high degree of integraticn betwecn narkets, the coet'ficients tend
to 1. Because of transport costs between two markels, prices in one
market may vary around these costs without having a shipment between
them. The nigher the shipping c¢osts the higher the independent price
movements can b« and therefore the lower the correlation coefticient.
A smull correlation coefficient indicutes a low murket integration (G,
p. 22).

Tables 10 to 13 show the correlation coefficients on maize, wheat,
white teff and red pepper for snychronous price data between different
markets.

The degree of market integration between markets on maize in the
Baco area is unexpectedly high and ranges between r = 0.93 to r = 0.97
(Table 10). A high degree of integration also exists between markets
in the Baco area and Addis Ababa and Cimbi. Between Baco/Addis Ababa and
Baco/Gimbi a correlation coefficient r = 0.99 was obtained. These
degrees are remarkable. The integration of the market in Lekemte to the
system is relatively low. For the calculation weekly wholesale prices
were taken. Monthly average prices were used only for Addis Ababa.

The market integration on wheat is significantly lower than on maize
(see Table 11). Only the dependence of price movements betlween Addis
Ababa and Gimbi and between Lekemte and Baco exceeds the r = 0.90 level.
The coefficients between Lekemte and the other markets are generally
higher on wheat than on maize (compare Tables 10 and 11).
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TABLE 9. ESTIMATED GROSS MARGINS FROM STORAGE OF MATZE,
WHEAT AND TEFF IN ADDIS ABABA AND SHEROKA,
1969/70 - 1971/T2

Addis Ababal Sheboka2
Gross Gross Gross
Storage Margin3 Gross rat Margin Rete
Commo- Period Eth. $ of Margin Eth. $ of
dity Year (months) per 100kg (%) per 100kg Margin
(%)
Maize 1969/70 6 +4.18 +23.79 n.a. n.a.
10 +6.15 +23.79 n.a. n.a.
1970/71 6 +0.17 + 0.76 +2.54 +13.12
10 -6.04 -24.36 -3.60 -16.67
1971/72 6 -5.65 -33.20 -7.21 -48 .20
10 -9.03 -47.78 -11.70 -68.02
Wheat 1969/70 6 +2.56 + 8.77 n.a. n.a.
10 +T7.10 +22.79 n.a. n.a.
1970/71 6 -5.66 -16.90 -9.09 -26.66
10 -8.45 -23.84 -12.k4o0 -33.83
1971/72 6 -5.24 -19.78 - 8.1k -32.97
10 -5.20 -18.28 -11.25 -41.28
White 1970 6 +2.27 + 4,88 n.a. n.a.
Teff 10 +8,70 +17.83 n.a. n.a.
1971 6 +0.57 + 1.16 +2.42 +8.18
10 -3.55 - 6.92 -5.50 -17.35
1972 6 -3.18 - 6.60 -5.98 -22.67
10 -4.30 - 8.55 -8.25 -28.95

n.a. not available

lAverage storage costs of Eth. $0.43 per quintal and month and 3 percent
losses per annum.

‘

Average storage costs of Eth. $0.43 per quintal and month and 10 percent
losses per annum.

3Purchasing in November/December on maize ana wheat; in January/February on
teff. Selling 6 and 10 months later. Prices are based on two months or
monthly average prices. Gross margin = Sellins price in off season minus
(Average purchasing price during harvest time + storage costs and Losses).

Gross margin as percentage on investment (purchasing price pluc storage
costs and losses).

Sources: Chapter III and Appendix A.
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TABLE 10. CORRELATION COEFFICIENTS " r " FOR SYNCHRONOUS WEEKLY
WHOLESALE PRICES OF WHITE MAIZE IN SE
IN ETHIOPIA, 1970-1972

%ECTED MARKETS

Market Addis Ababa Sheboka  Baco Sire Lekemte Gimbi
Addis

Ababa’ 1.00 0.9  0.99  0.95 0.55% 0.8k
Sheboka 1.00 0.97 0.96 0.38 0.72
Baco 1.00 0.93 0.21% 0.99
Sire 1.00 0.07* 0.90
Tekemte 1.00 0.82
Gimbi 1.00

1.. . .
Different pericds of time.

2 .
Monthly averaue prices.

*
No significance. AllL other data signiticant at 1 percent level.

TABLE 11. CORRELATION CUEFFICILNTS FOR SYNCHRONOUS WEEKLY

WHOLESALE PRICESC OF WHEAT BETWEEN SELECTED

FTHIOPIAL MAREETS, 1970-1972l

Market fiddis Ababa Shebok: Baco Lekemte Gimbi
Addis
Ababa 1.00 0.88 0.83 0.663 0.92
Sheboka 1.00 0.84 0.76 0.89
Buco 1.00 0.94 0.35
Lekemte 1.00 0.75
Gimbi 1.00
1. .
Different periods of time.
2

Monthly averuge prices

2
“Significant at 5% level. All other data significant at 1% level.
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The degree of dependence of price movements on white teff is similar
to wheat. The correlation coefficieat of r= 0.94 between Baco aud
Lekemte is by far the highest (see Table 12).

The low degree of synchronous price movements on wheat and white teff
is partly explainable because of either the nonexistence or rough
grading of' these products. Some differences are recornized in the markets,
but they differ between localities. Variations in grades exist related to
color, estimuted impurities and specific gravity,but the ;sraduation is
rather subjective., Thererore, the luck of standards for grading these
cereals may ecxplain part of the price differentiale.

Due to the shert run tluctuation cf prices on red renper with a high
deflection, thwe synchronous rprice movemenis between muarkels occur renerally
on a low degree of Jdependence (see Table 13).

To summarice, the decrree of miorzet lnterration exilaines i the
correlation coeetrricient or synchronous price dat: elthor Letwe: rrets

: ¢ I ginmtl, Is very low,

within the Baco wrea or Lo Addis Sbabs,
except »u mriice.  Due to the lack of com traders on lecal
markets, vrices vary somewhat on cuch marset but the o Ciinc velse level
is limitea by prices pald In Addis Abatw with unlimited vo-iatisns down-
ward. Theretore, actual prices in tocal murkets ware Le.ow the equilib-
rium prize obtuainable witn competitive conditions.

B. Regicnal Price Difterences anga Shiveing Costs

The source ot price duta, their weaknesses and confidence are
discussed in detull in Avpendix A. Therefore, conly brief mention will

be made in ithis section.

The so~called wholesale prices are obtained by merchants selling
their products to other large traders, retallers and in a few cases,to
the consumer. According to the iuformation from wholesalers and farmers,
farmers obtain the same price for thielr sold commodities. There i3 no
trade margin for merchants.  For produce like wheat, barler and some teff,
channeled through muricets in the Baco area Lo cousumer centers, these
staterients might be true. Only by accounting spatial and te ‘ary price
differences can a profit be obtained.

’
meo

=

For egricultural commodities sold by farmers to wholesalers, the
farmer's price at the market is up to 10 percent lower than the wholesale
price. Farmers normally use a broad variety of measurements, generally
in volumes. l'raders have balances or only dummy bualances and cherefore
it is easy to manipulate the welpht with a resultant up to 10 vercent
underweight, according to a survey.

As mentioned earlier, there does not exist ¢ competitive bidding
system among wholesalers belween markets in the Baco region. To get a
performance of the magnitude of price differences between markets in the
Baco region, parity prices between Buco and Sheboka, were computed. By a
fictitious shipping from cone market to ancther, shipping costs were
assumed to be in the range of' Eth. $0.50 per 100 kg. Lt higher yprice
differentials were to exist belween two markets, then a flow or soods


http:b'lain.ee
http:account.in
http:cuc-'"ici.at
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TABLE 12. CORRELATION COEFFICIENTS FOR SYNCHRONOUS WEEKLY
WHOLESALE PRICES OF WHITE TEFF BETWEEN SELECTED
ETHIOPIAN MARKETS, 1970-1972

Market Addis Ababa Sheboka Baco Sire Lekemte Gimbi
Addis2 3

Ababa 1.00 0.73 0.68 0.5k 0.71 0.69
Sheboka 1.00 0.89 0.87 0.68 0.8k
Baco 1.00 0.85 0.94 0.75
Sire 1.00 0.6L 0.77
Lekemte 1.00 0.k4g
Gimbi 1.00

lDifferent lengths of periods.

2Monthly average prices.

3Significant at 5 percent level.

percent level.

N ar

TABLE 13. CORRELATION COEFFICIENTS FOR SYNCHRON

All other data significant at

OUS WEEKLY

WHOLESALE PRICES OF RED PEPPER BETWEEN. SELECTED
MARKETS IN ETHIOPIA, 1970-1972

Market Addis Ababa  Sheboka Baco Sire
Addis2

Ababa. 1.00 0.62 0.61 0.68
Sneboka 1.00 0.38 0.48
Baco 1.00 0.30
Sire 1.C0

lDifferent lengths of periods.
2Monthly average prices.

All data significant at 1 perce

nt level.
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would be possible. Forty-one percent (35 cases) of the weekly price
quotations on maize in Baco and Sheboka are within a range of positive/
negative ©Eth. $0.50 rer gquintal. In 7 percent of the quotations, the
price in Uheboka is more than th. $0.50 per quintal lower (negative) and
in 32 percent of the cases the price is higher (positive) than in Raco.
The percentuwse distribution of higher price differences than Eth. $0.50
per quintal among other markets and on other uericultural commodities
tends to be much higher than on mulc Jn waite teff for example, only
12 percent of the dirferences on Prlvo quotations are between Bace and
Sheboka within a range of Etn. 51 O.)O rer 100 kg., wnich are lower than
shipping costs between tnese marsets (sec Tuble 14). Tue frequency
distribution on Tuble 14 correlates ncaviiy with the degree of market
intesration in Tubles 10 to 13, wnich means that a hiyh correlation
cocfriclent corresponds with o hipgh centraliczation of the frequency
distribution and viee versa,

Tailng shiveing costs botween markets in the Baco area, Addis Ababa

and Gimbi under considercion, parivy yprices on terminal markets were
computed Lnooreer o ornsin Dforaation cbout profitabiiity of shipments.

ey

Phe followingg eguat Don was developes for comrutinge the difference
4

between the actunl and parity prices in a Lermingl morket, explained as
a percent:yre deviation f e eprice of the assenuling market:

i (r, + .. o
- - ] - i L . 100,
(1) P, = ‘
J b,
wvhere
PPi. = Deviation of the actual price in market [ to the varity price
J in market J (price in market 1 plus shivping costs from market
i to market ), exvlulned as percent of the price of market i.
Pi = Wholcsale price in mur<et 1 (Assembler market) for 100 ke.
}J
J = Wholesale price in market § (Terminal market) ror 100 kg.
TiJ = Shipping costs ror moving 100 kg. commodity from market i to

market i,

A positive deviation means that by dispatehing goods from market i1
to j profit in percentapges of' the wholesale price of the assembler market
can be obtained. A negative deviation shows that the price differences
between two markets does not cover the shipping costs. Figure 17 and
Table 15 show the resull ftor sclected commodities between different market

points.

The wholesule prices on maize in Addis Ababa in November 1970 and
in January and February 1971 were higher than the parity price of a
dispatch from Sheboka (Figure 17 and Table 15). A shipment from Sheboka
as the representative market of the Baco area to Addis Ababa was protfit-
able in these months. During the rest of 1971 the parity prices were
hipgher than the actual wholesale price in Addis Ababa. Beginning in
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DISTRIBUTION JF PRICE DIFFERENCES ON MAIZE, WHEAT, AND WHITE TEFF BETWEEN

MARKETS IN THE 3ACO AREA, ETHIOPIA, 1970-1972

Total
ilo. of Weexs with Price Differences of No.
) Negativel Positive? of
>3  2-3 1-2 0.5- 0.1 0.1-  0.5- 1-2 2-3 >3 Weeks
1.0 0.5 o 0.5 1.0
Eth. 3 per 100k: between Two iarkets
Majize Baco/
Sheboka 0 1 5 17 0 29 6 11 9 6 2 86
Baco/
Sire 0 0 2 4 1 12 7 9 21 13 17 86
Sheboka/
Sire 1 0 1 8 L 12 1 18 29 18 12 104
Wheat Baco/ )
Sheboka 10 T 8 14 1 11 1 10 11 9 I 86
White
Teff Baco/
Sheboka 6 L 4 10 2 7 1 11 190 16 15 86
3aco/
Sire 16 6 3 7 2 11 1 6 8 7 19 86
Sheboka/
Sire 18 5 20 6 0 17 2 2 16 5 1k 10k

lNegative price differences:

2 A . .
Positive price differences:

Source:

Arvendix A.

the price in

the price in

the second mentioned market is lower than in the first market.

the second mentioned market is hnigher than in the first market.

0S



Figure 17. Percent Deviations® from the Parity Price on White Maize between

1970 - 1972
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TABLE 15. PER CENT DEVIATIONS FROM THE PARIT% PRICEl ON WHITE MAIZE AND WHEAT

BETWEEN DIFFERENT MARKETS™ IN ETHIOPIA, 1970-19T2

White Maize Wheat
R i = Sheboka i = Baco i = Addis i = Sheboka i = Baco i = Addis
Year/ j = Addis j = Addis o Ababa | = Addis j = Addis Ababa
Month Ababa j = Gimbi Ababa j = Gimbi j = Gimbi Ababa j = Gimbi Ababa j = Gimbi j = Gimbi
1970 Aug. n.a. n.a. -16.1 +12.0 +10.3 -13.5 n.a. -21.1 +19.7 +60.7
Sept. -26.9 + 0.8 -11.3 +22.3 +13.6 +35.0 +10L4.8 -1h.2 +21.7 +24 .4
Oct. - 9.7 +19.6 + 5.7 +ko.0 + 7.9 + 9.7 + U7.0 + 6.5 +42.7 +17.5
Nov. +13.2 +100. 4 + 6.4 +88.3 +36.6 - 5.9 + 43.2 - 2.5 +48.3 +32.0
Dec. - 6.4 +36. 4 + 7.0 +55.9 +12.3 +13.5 + 55.5 -15.4 +55.7 +51.4
1971 Jan. + 9.7 +28.5 +24h.4 +45.7 -10.3 +23.0 + 85.7 +10.0 +66.1 +29.4
Feb. + L4 +39.0 -19.2 +19.2 + 2.3 +20.2 +101.k - 6.6 +56.5 +42.1
March - 0.9 +20.4 + 3.2 +25.3 - 5.0 +26.5 + 40.3 + 6.6 +18.2 - 6.3
April - 5.0 +10.5 + 4.8 +22.0 -10.2 + 2.9 + 20.9 -18.5 - k.2 - 2.7
May - 5.3 + 7.2 - 5.3 +22.2 -12.5 + 4.6 + 57.4 -18.5 +22.5 +26.0
June -12.1 - 8.0 - 2.6 + 1.5 -19.8 - 1.3 + 57.0 -17.7 +30.8 +33.5
July -12.2 - 2.4 - k.3 + 6.5 -1k, 7 - 7.0 + 48.9 - 8.7 +46.1 +34.8
Aug. - 7.6 + 5.1 - 3.8 + 3.8 -13.0 - 2.8 + 63.8 - 5.1 +60.0 +L42.7
Sept. + 0.6 +10.1 - 6.0 + 8.9 -16.6 + 1.7 + 65.7 - 8.0 +57.7 +37.6
Oct. -11.7 + 0.7 - 8.4 + 4.5 -17.3 - 1.6 + 17.0 - 3.6 +1k.6 - 2.7
Nov. - 8.9 + 9.2 +12.8 +35.2 -I0.3 + 2.0 + k6.0 - 2.0 +40.3 +17.1
Dec. + 0.2 +19.8 +23.1 +.7.2 =2k, 3 - 3.5 + 59.5 - 2.6 +66.2 +36.3
972 Jan. - 8.0 +19.2 - 7.5 +20.7 -19.% + 1.0 + 35.1 +18.4 +58.3 + 8.2
Feb. + 9.7 +28.8 - 4.0 +12.7 ~25.1 +25.2 + 11.1 +L42.8 +26.7 -30.1
March + 8.7 +45.6 +10.1 +4L7.5 -20.L + 8.0 + 29.9 +25.7 +51.3 - 9.2
April + 8.7 +33.0 +10.5 +35.3 -29.0 +14.5 + L7.9 +23.0 +58.9 - 2.0
May +11.0 + 3.9 + 5.0 - 1.8 -52.7 - 2.8 + 23.2 +15.6 +54.6 - 1.7
June + 6.1 - 3.2 + 8.3 0.0 ~52.5 + 8.1 + T79.5 + 8.1 +79.5 +31.6
July +2L.2 +22.3 + .o + 2.5 -51.9 +35.0 + 98. 4 +30.4 +10L.8 +19.8
Aug. +35.7 +28.2 +18.8 +12.02 -50.7 +13.0 +104.8 + 8.0 +96.0 +L2.9
Sert. +38.3 +16.2 +26.8 + C.1 -01.7 +18. 4 + (7.9 +20.3 +7G.1 +11.3
Ocz. +22.2 +123.6 +34. 4 +1%6.0 + 2.3 +25.6 + 76.9 +43.6 +102.1 +12.7
Hdov. +29.1 +36.6 +20.5 +29.2 ~LE. s +15.2 + 39.2 +13.3 +65.1 + 9.6
Dec. - L2 +3L4.1 - 4.2 +35.2 -27.8 - 2.6 + 717.7 -13.7 +60.3 +39.5
1 . .
Ffor exrlanation, ses text.
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February 1972, wholesale prices in Addis Ababa have risen relatively
higher than in Sheboka, with profits resulting from shipment of maize.

Shipping maize from other markets in the Baco area to Addis Ababa
during that time has been almost equally profitable, with some exceptions.
For example, the actual price in Addis Ababa was 39 percent higher than
the parity price based on Sheboka prices in September 1972, while in
October 1972 the deviation in the terminal market was 34 percent based on
Baco prices. Computation of parity prices were based only on monthly
averages. Due to the high fluctuations of weekly wholesale prices in
assembler markets, astute traders could capitalize on their knowledge to
make higher profits.

A comparison of data in Figures 15, 16 and 17 shows clearly that in
years when storage of maize was pr.{itable, spatial price differences
were too low to cover transportation costs (1971). In 1972 stecage of
maize was not profitable tut shirment from the Buco area to Addis Ababa
was highly profitable. Especially in surplus years, prices decline to a
greater extent in the production arec: thun in the consumer markets, due
to the stabiliuzation effect of shippin: costs to the terminal markets and
the attitude oi the merchunts in the local markets.

Higher quantities of maize were sent to Gimbi Trom ‘he Baco area
althouih the quuntity itself is unknown. This was a proritable venture
during most ot 1970 to 1972, often with exorbitunt profits. For example,
traders could earn more than 100 percent over local vrices by dispatching
maize from Sheboka to Gimbi in November 1970 and Qctober 19723 almost 150
percent profit could be made in October 1972 (see Figure 17 and Table 15).
Due to the different price movements in Addis Ababa and Gimbi, shipment
from Addis Ababa did not cover costs, except in 1970. The increase in
production of maize in the Buco repsion made it possible to provide Gimbi
from this area.

The dispatch of wheat through channels in the Baco area to Addis
Ababa and Gimbi was profitable in either direction when based on local
prices during most of 1970 to 1972. Because most of the supply in Gimbi
is channeled through Addis Ababa, dispatches from the nearer Baco area
were mude with excessive profits (Figure 17 and Table 15).

Summarizing spatial price differences and shipping costs; prices in
assembler markets were usually low enabling traders to often obtain a
high proftit due to the lack of competition. Traders are able to press
prices down because short run supply on the farmer's level is inelastic
after harvest time.

4. Intra and Inter Commodity Price Differentials

The demand for different varieties of commodities can be partly or
totally substituted for each other. Therefore, there exists a certain
degree of relationship between prices of food products.

Intra-Commodity Price Differentials

A direct price dependence exists between different varieties of one
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commodity because they are often completely substitutable. Consumers
often prefer a variety, distinguished by color or another characteristic,
which will bring a higher price in comparison to the other varieties.

The gradation of agricultural commodities in Ethiopia is rather crude,
color being the most common distinction. The available price series

only distinguishes different maize and teff although other cereals, such
as wheat, barley and sorghum are graded by colecr.

Teff

Differentiation is commonly made between white, mixed (sergenia),
brown and red teff. One or two colors dominate in each region. The
consumer preferences and the highest prices correspond to the above
order. White teff gives a light "injera" and is always the most
cxpensive. As is shown in Figure 18, the price relationship between
colored and white terf differs between markets. The ratio depends upon
the purchasing power of the consumer, degree of urbanization, yearly
and seasonal supply, and in the short run is highly influenced by the
existence of holidays.

Although only the prices of brown tef{ were available in Addis
Ababa (brown teff nas a higher price than red teff) it can clearly be
seen in Figure 18 that the price relationship in the capital is wider
than in the rural areas around Baco. The main reason for this phenomena
is the higher purchasing power in Addis Ababa. Thereforc demand for the
higher priced white teff is relatively higher than in the rural areas
throushout the year. The price of white teff is so high that only a
certain group are uble to buy it regardless of the price. Poorer
peonle purchace white teff only on hclidays and for ceremonies, like
weddings.

In the Buco urea the prices of the different varieties are more
closely related. bHut ‘he influence o the yield and therefore supply
within the area, and seascnnl differeonces in supply and demand on the
price relationship is hisher tha: in Addius Ababa, with colored teff
affected more thnn white teff. An avernpe, following yearly price
relationship in 1970 to 1972, was calculated:

Prices of White Teff

Year Addis Ababa Sheboka Baco Sire
(brown teff = 100) (red teff = 100)
1970 5.7 —_— -—— ————
1971 67.2 82.h 90.5% 82.7
1972 57.8 5.0 84.9 82.4
*
8 months

Price diflecrences between white and brown teff in Addis Ababa have
spread in years of relutively high supply, like 1971 and 1972 in compari-
son to 1970. That means by increasing supply, white teff prices did



Figure 18. Monthly Wholesale Price Relationship between Red and
White Teff in Ethiopia, 1969-1972 (White Teff = |00)
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not decrease as much as prices of brown teff. With gradual differences,
prices in the Baco area behaved the same way but the decrease occurred
in smaller steps. The price differences between these different
varieties decreased as a new harvest approached and increased after
harvest time in Addis Ababa as well as in the Baco region. In periods
of increasing scarcity and thereforc high price levels (depending also
on annual and seasonal supply) price differences decrease and vice versa
(for other years see 27, p.. 120). This attitude could be seen on all
markets, although the changes did not occur simultaneously (Figure 18).

The retail prices of white and red teff have a closer relationship
than the wholesale prices. The annual and seasonal changes in the
relationship are also perceptible, but the fluctuation of the ratio
appears lower.

Maize

The maize cultivated by peasant farmers is a mixture coming from
different provenances. In a particular ecological region, one or a few
local varieties are now grown. These local varieties can be distinguished
in most cases by minor differences, the most commun being the color or
the prevailing color because most of the varieties are a mixture of
different colors. In the Baco area the dominant color is yellow.

The white colored maize is usually u hybrid maize, bred in the high-
lands cf Kenya. The peasant farmers in the Baco area are familiar with
the hybrid maize which is distributed throush the Buaco Research Station.

The consumer in the rural areas around Baco prefers yellow to white
maize. Because local varieties have smallcr grains and a higher volume
weight than hybrid maize, the yellow maize has ostensibly a higher price
because maize is marketed at the retail level only by volume. But when
measured in weight, prices of yellow (mixed) and white maize are very
similar with some exceptionc. Price quotutions in Addis Ababa do not
distinguish between yellow and white maiue.

As the following figure:c show, the wholesale and retail prices of
yellow maize in Baco and Sheboka were quoted only slightly lower than
those of white maize in an average twenty to twenty-seven month period.
But in Gimbi the price of yellow meize was more than 3 percent higher
on the wholesale stage and about 11 percent on the retail level than
the price of white maize. In Lekemte only minor differences could be
observed,

Price of Yellow Maize (White Maize = 100)

Wholesule Prices Retail Prices
Market Period Average Range Average Range
Baco 5/71 - 12/72 99.98 96.2-105.2 98.0 93.5-102.1
Sheboka 10/70 - 12/75 99.} 93,3-103.6 96.6 89.1-101.8
Gimbi 8/70 - 12/72 ;  lo3.1 97.5-116.1 111.1 94.5-169.5
Lekemte 10/70 - 12/12 100.2 99.6-100.8 98.3 9k .4-100.7

lDifferent length of periods for wholesale and retail prices.
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As can be clearly seen from the above, the differences and the runge are
larger at the retail level.

The price of white maize decreases more than yellow maize in Gimbi
during and after harvest time in November/December of each year. Toward
harvest time when scarcities exist and prices are high, differences in
price tend to decrease, but price differences between varieties of maize
can be partly accidental because of short-run high fluctualions.

Inter-Commodity Place Relationship

To what degree several crops can substitute for euach other in a
given society depends on their relative prices and consumer tastes and
preferences.

In the Buco area, like many other regions in Ethiopia, tef!, maize
and sorghum can be used for preparing a flatcake. Thesc cereals may be
used solely or mixed in different proportions, but of course each of the
various mixtures influence the taste. '‘he most preferrcd luateake is
made from teff. Wneat, on the other hand, is used for Lariin; breul.
Bread is increasing most rapidly in urban areas. bPuricy mainly, but
other grains too, is used for preraring = kind of beer, "tzlla".

As Table 16 shows for Baco, synchronous weekly who!vsule prices of
white maize/barley and wheat/barley had a high (r;})JVW cegrec ol parallel
fluctuation and of white maize/wheat, white teff/wheit nd white teff/
barley a moderate (r = 0.90 - 0.95) degree of parallel fluctuations.
Similar analyses on different markets in Ethiopia, done by the Stanford
Research Institute (27, p. 116), resulted in a lower degrce of price inter-
relationship between comparable commodities. The highest correlation
with r = 0.85 was obtained by relating prices of teff and barley in Dese
in 1957-1967 (monthly data).

Inter-commodity price relations can be also expressed by relating
relative prices, e.g., prices o1 calories, as is shown in Taole 1T for
Baco and Addis Ababa. The cheapest calories can be obtained by buying
maize, the most expensive with white teff. These relative differences
clearly indicate consumer preferences between commodities and demand

regions.

Due to the extremely high price of white teff in Addis Ababa,
differences were greater there than in Baco. Generally, the price of
white teff increased in the last few years more than the price of other
cereals (27, p. 117), but with a relatively higher rise in the consumer
center of Addis Ababa than in the production area around Baco.

5. Retail Prices of Agricultural Products

As was mentioned earlier, a large portion of the marketed surplus
remains in the production area and is used for providing its market
dependent population as well as farmers with food. The retailers sell
these commodities to the consumer on open markets (see Chapter III).
Although retailers are able to react immediately to price changes, optimal
response is often restricted by their lack of capital. On the other
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TABLE 16. CORRELATION COEFFICIENTS FOR SYNCHRONOUS WEEKLY WHOLESALE

PRICES OF CEREALS IN BACO, 1971-1972

Commodity White Wheat Barley Sorghum
Teff

White Maize 0.86 0.94 0.96 0.81

White Teff 1.00 0.93 0.92 0.87

Wheat 1.00 0.95 0.69

3arley 1.00 0.86

Sorghum 1.00

All correlation coefficients are significant at 1 percent level.



TABLE 17. RELATIVE WHOLESALE PRICES OF CEREALS IN BACO AND ADDIS ABABA,
1971-1972

Ethiopian Cents per 1.000 Caloriesl

White White Wheat Barley Sorghum
Teff Maize
Baco 1971 (8 months) 8.51 L.64 7.80 7.05 6.34
1972 5.35 2.0k L.70 3.65 3.54
Addis
Ababa 1971 13.71 5.63 8.40 7.07
1972 12.96 3.11 6.59 L. L6
Relative Prices (White Teff = 100)
Baco 1971 (8 months) 100 55 92 83 82
1972 100 38 88 68 66
Addis
Ababa 1971 100 L1 61 52
1972 100 24 51 34

lIt is assumed that teff contains 3530 calories per 1 kg.; maize contains
3560; sorghum cvontains 3430; wheat contains 33L40; and barley contains 3320
calories per 1 kg.

Source: Appendix A and data, collected by the CBE.
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hand, retailers are able to take advantage of price differences between
markets in the Baco area because they changc market places every day.
Due to the high number of retailers at a market, each trader can sell
only limited quantities which automatically limits profits.

To obtain the degree of synchronous movements of wholesalers and
retail prices, correlation coefficients on pairs of weekly prices in
Baco were calculated. Series of retail and wholesale prices on white
maize in Baco correlate to a high degree (correlation coefficient r =
0.98) (Table 18). Taking a five-week moving average price series rather
than actual price series, which eliminates short run irregular price
fluctuations, a correlation coeffricient of r = 0.99 fsignificant at 1
percent level) was computed. The correlation coefficients of synchronous
price movements cu other crope in Baco are lower than on maize (Table

18).

Also retail prices between markets within the Baco area are moderately
related. For example, retail prices for white maize in Baco and Sheboka
correlated with a coefficient of r = 0.90 (significant at 1 percent
level), but wholesale prices between the two markets for white maize
were related with a higher correlation coetficient of r = 0.97 (Teble
10).

But the more important question in the relationship of retail and
wholesale prices in a market is the absolute und relative difference
between both series, which gives the market margin for retailers.
Definitive conclusions about the earnings of retailcrs cannot be
obtained, because no figures of marketed quantities and costs are
available. But absolute and relative differences between retail and
wholesale prices give at least an idea nbout the effectiveness of the
market system. The following pairs of retail and wholesalc prices are
related in order to obtain the gross margin and the gross rate of
margin on the retail stage. The figures probably give only the lower
level of gross margins because it can be assumed that larger quantities
were bought at low prices than would have been the case in times of
high prices.

The figures in Table 19 give a performance of the average gross
margins of retailers for various products in Baco in two periods. The
gross rate of margin ranges between -2.9 percent for vwhite teff in the
period of May to October 1971 and +49.1 percent for sorghum in the
period of November 1971 to October 1972. Repardless of these high
trade margins it shculd be pointed ocut again, that due to the high
number of retailers, each of them earns a rather limited amount of
money by trading. Omitting the advantages of employment to large
numbers of traders even at the subsistence level, there are doubts
that the entire retail system works «ffectively. That question cannot
be answered with the avuilable se’, of data.
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TABLE 18. CORRELATION COEFFICIENTS "r'" FOR SYNCHRONOUS
WEEKLY WHOLESALE AND RETAIL PRICES
OF CEREALS IN BACO, MAY 1971-Dec. 1972

61

mo.onl
White maize 0.98
White teff 0.91
Wheat 0.89
Barley 0.92
Sorghum 0.80

lSignificant at 1 percent, level
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TABLE 19. GROSS RATE OF MARGIN
FROM RETAIL SALE OF CEREALS
IN BACO, 1971-1972

Period from May-Oct. 1971 Period from Nov. 1971-Oct. 1972

Gross Marginl Gross Rat Gross Margin1 Gress Rat

Eth. $/Quintal of Ma;gin Eth. §/Quintal of Ma;gin
White Maize 3.23 17.1 0.46 5.9
White Teff -0.9bh -2.9 0.43 2.3
Wheat 2.83 10.2 3.03 18.6
Barley 1.98 7.7 .31 34,4
Sorghum L.71 19.4 6.39 Lg.1

lAverage difference between wholesale and retail prices per quintal

in the period.
o]
[ N . s
Percentage of gross margin on wholesale price.
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V. Summary and Conclusions

The marketing policy for agricultural commodities has a key role
in the transition from subsistence to market farming. Because cereals
make up the bulk of the Ethiopian diet and production of the needed quan-
tities lags with concomitant imports, the development policy of the
government towards the agricultural sector is directed towards increasing
production and gaining the participation of the subsistence farmers in
the marketing process. Present prices for cereals are high and far above
world market prices and increases in indigenous production have to be
accompanied by decreasing prices over the long-run, a goal attainable
through technologicual change in agriculture.

This study attempts to analyze the present marketing situation of
agricultural commodities in the Baco area of Wthiopia and to search for
the reasons for the existing market imperfections. The following
conclusions for improving the marketing system evolve from this evaluation.

1. The Prescnt Marketing System

In compuarison Lo other regions, farmers in the Baco area have reached
an unexpectedly high degree of market participation due to the relatively
good road linkages between this area and the consumer markets in Addis
Ababa towards Lhe casi and Gimbi in western Ethiopiua. Bul preat
differences exist between owner-operators and tenants. An owner-operator,
with an .werage holding size of two hectarcs ol cultivated land, was
able to market aboul half of his total output. A share cropper, who pays
50 percent of his output for rent to the landowner, could market directly
only 19 percent of his output. It can be assumed that the landowner
markets, in most cases, the total share received from the tenant, and
the tenunt's marketable surplus thus recaches almost two-thirds of his
output. Most of the farmers in the Baco area are tenants (77 percent out
of the totnl number) and b2 percent o’ the farmers have rented their
land under one of the dirferent share crovping systems.

Anulysis of the marketing system in the Baco area was based only
on the most important crops, cereals, red pepper (Capsicum sp.) and the
0il crop Nigerseed (noog - Guizotia abyssinica) because T2 percent of
the cultivated land is normally used in the production of cereals (maize
occupies only 39 percent of the land), with 20 percent used for noog and
7 percent for red pepper. The last two are the main cash crops and both
are mosily or totally marketed.

These products are marketed mainly on the weekly open market days
ond sold to a rural wholesaler or to agents of wholesalers. The rural
wholesaler sells the commodities after a certain storage time, depending
on price constellations, to a wholesaler in one of the consumer markets,
Addis Ababa or Gimbi, or to u local retailer. The local retailer sells
the produce immediately in small quantities to the consumer on open
market duys. These products are demanded by the directly market
dependent population as well as by farmers. It was estimated for maize
that farmers sell about 30 percent of marketable quantities directly to
consumers and retailers and 70 percent to a rural wholesaler. Half of
the latter flows to a terminal market and half remains in the rural area
for local consumption with the shares fluctuating annually.
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Most of the farmers sell maize in excess of their marketable
surplus after harvest time because of a lack of adequate storage
facilities and excessive storage losses. Later in the season, farmers
repurchase maize for consumption or exchange for other grains for a
high price on open markets. That farmers behave in this manner makes
economic sense under present conditions because storage losses can be
higher than price differences. In addition to lack of storage, some
farmers are forced to sell their produce immediately after narvest,
even at low prices, because all taxes, rents and repayment of borrowed
money comes due at this time and necessary purchases of consumer goods
have been postponed until this time because of luack of money.

Prices of cereals on the main market in Ethiopia, which is Addis
Ababa, are set by brokers by taking surply and demand into consideration.
Due to the competitive conditiors in the capital, prices reflect market
conditions with one essential restriction. In Ethiopiu there is no
crop estimate. Merchants have to estimate the cxpected surply before
a new narvest occurs and that estimation determines their collective
price expectaticn. Wrong estimates of cupply are common.

Countrywide annual changec in supply due to weather conditions
result in proportionately higher nrice fluctuations, bocause elasticities

of supply and demand nzre low in short-run periods. This tendency of
high price flexibility increases with the usual wrong estimation ot the
supply and the ensuing reaction of traders. YWhen prices arce falling
traders expect further decreases and do ncevt pirchase und this fact
imposes sharper price declinez due to the coliective behavior of
traders and their expectations. These price movements, due Lo wrong

estimation of the supply, superimpnse all other fluctuations. OGeasonal
price movements are cometimes negative and the price movements cuannot be
predicted, which adds a high risk factor on ciorage of cerenls at all
marketing stages.

A1l pricez in rural areas depe:rd to o certain degree on prices in
Addis Ababa. But nrices in Addis Ababa, reduced by shipping costs
from the production area to the capital sive only the upper limit of
local prices. Although price fluctuations in rural areas are caused
by the same reasons as the countrywide {luctuations, the magnitude of
change is somewhat higher due to the market position and bargaining
power of rural wholesalers for a particular region and the luck of
competition between traders. One surmises that rural wholesulers on a
certain market are in collusion with respect to prices or they follow
the leading merchant's recommendations. Prices are set on open marketl
days at the bepinning of the market period without knowledge of the
supply and remain stable regardless of other Influences. The market
integration us a degree of competitiveness between markets in the Baco
area and to consumer markets is, except on maize, generally low.

Price changes respond in only a few casec to a dispateh of goods between
markets. Although transport rates in Ethiopia are relatively low,

price differences between markets do not reflect these conditions in

all cazes. A noncompetitive situetion exists at the local market level

with no outcide ameliorative influences. Large wholesalers in consumer

markets are not much interested in interfering in local markets,

because traded quantities from these markets are rather small for them.
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Only a few transactions take place at the wholesale level between rural
markets, although price differences would allow profitable shipments.

But transactions would decrease price differences to shipping costs. It
can be assumed tnat the planned response to price differences betlween
rural markets in a certain region would already decrease these differences.

In addition to the necessity of selling immediately after harvest
time, furmers are forced to sell their produce on one of the nearest
markets becuuse they have to personally carry the goods to market. This
fact ennbles merchants in villages in the Baco area to press prices down,
especially after harvest time.

Although the prices of cereals tended upwards in the last two decades
in Bthiopi:, {luctuations between years and within a year were often so
hich and unpredictable that storage was burdened with an extremely high
risk factor, and in addition, a large provortion of the transactions
were financed . a credit basis.,

In 1971/7. traders sustained a profit loss of L8 percent of their
investment (buying price and storage costs) in Addis Ababa and of 68
percent in Shebora, after having stored maiuze for ten months. A shorter
period ldecr~used losses without reaching the break-even roint. Storage
of other cereals was carried out with similar results. In 1909/70 stor-
are ol cereals was highly profitable durings the entire poriod; but in
1970/71 storage was proritable only when tne timings oif' purchases and
sales were right.  Losses could Le decreassd or profits increased in the
above mentioned years when short run price rovements were Lurned to account
or there wus o high turnover of merchuandise.

There is a higsh degree of competitiveness in the Mthiopian trucking
system. Most of the truck operators aid some traders own one or two
trucks bul only a few large enterprises with diversi‘©ied activities have
a truck fleet. Freigh* tariffs revresent the competitive conditions
and are low under the present road conditions und costs. There is often
a shortage of hauling capacity and freight rates rise in the dry season.
The anulyses of the spatial price dirferences while taking shipping costs
into sccount shows that in years when storage of grains was not profitable,
traders could obtain a high gross margin by shipping cereals from the
product.ion urea around Baco to consumer centers and vice versa. For
example, in 1971/72 with high storage losses in the Baco area and Addis
Ababa, a dispatch from Baco to Addis Ababa and to Gimbi was highly
profiitable. In 1970 and 1971 shipment was profitable in only a few cases.

The Gimbi region must import t'ood from otner areas with most
products channeled through Addis Ababa. Hence, price constellations have
to allow for these shipments. Production of coffee for export in the
Gimbi repgion creates high purchasing power which raises prices. BSince
the Baco areua is well located with respect to Gimbi, shipment of grains
(except teff) was in some cases possible with earnings of excessive
gross profits.

2. Conclusions and Implications to Marketing Policy

The study indicated clearly that the present marketing syste - for
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agricultural commodities works effectively, except on the village level
market, when the generual economic conditions in Ethiopia are taken into
consideration. The repiaceinent of the existing system by other trading
systems is therefore not justified. All developuent programs, which
improve the farmers' condition as well as their market position and
bargaining power leading to greater competition on the village market
will improve the entire marketing system. Under present economic
conditions, improvements of the existins marketing system will have the
great advantage of setting faster results, being less expensive, and
easier to manage then e replacement.

From the resul's of this study, directions for improving the
marketing of agricul®ural commodities can be suggested. As it was
pointed out, the uncertainty ot price movements and the lack of
competition on the villure level wmarrevs are the main weaknesses of the
marketing system oy agricaltural jrocicts in the Baco area and
generally in Erniciis. Al particiryancs in the marketing of agricultural
commodities in erhicpla cre faced with e problen of unpredictuable
rrice movements over time. In aidition 1o thic, farwers are in o weeker
position due o the noncompe-titive vl e muarkets.  Thic study has
clearly shown thic to be Lrue o6 e o arca even Lhean-n it 1s linked
with all-weather roads to the termincgg markets. 10 muy be hypothesized
that the competition on villwze marke:c which hewv: nwocess to the entire
market system by crnly dry-weather rocls Is mueh cower Uhan on markets
in the Baco area due t the magnitude o transportation costs.  Althourh
access to the exiating road system by constriction of feeder roads is a
prerequisite for =il development azctivities, increasca market competition
and more ircors to furmers Crom decreased stipping coots cannot be
anticipated Lo any preat exzoent. A the Baco area cnows, linkapes of
village markets to terminnl marzets o not necessarily lead vo highily
competitive village markets.

Even after consideration is ;iven Lo all these factors and Lo the
constraints of limited capital and Lcarce quuiified administrative
personnel, it can be stuted that a Murketing rroject, which gives
farmers an alternative to selling their surplus produce and leads to an
increase in competition on village lovel merrets, has unequivoce:nd
priority. Following in the rank of ncewcoity and feasibility are a
nationwide Crop Estimation Service und a Price Stabilization Program.
These single or joined programs should be supported by several other
projects to obtain optimal results.

A. lMajor Marketing Programs

a. Marketing Project

In order to increase the competitiveness of local markets and to
pay farmers the equilibrium price for their produce a Marketing Project
besides, or better withii, the existing extension service (Minimum
Package Program) should be temporarily established. ‘The creation of
such a project should accompany the existing extension service in o
given area und should continue to parallel a new Minimum Package Program,
a5 they arc set up in new districts. The estoblishment of the Murketing
Project in areas of the extension service has the advantupge that this
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project can be based, at least in the beginning, on the administracive
structure of the extension service. This project has in regions with
extension services a higher degree of priority than in other areas

because increases in marketable surplus, caused by development activities,
depress local prices due to the market imperfections. The Marketing
Project should be maintained at least until local markets perform in a
competitive manner or until cooperatives are able to replace this rroject
in several regions.

The amount of capital and trained personnel available for the
proposed project sets the extent of its activities. An effective working
‘project needs especially well trained personnel at all levels. The
Marketing Project competes for limited capital and administrative talent
with other development activities in the agricultural sector, especially
with the extension service. The success of the extension service in
Ethiopia depends to a degree upon the effective marketing of surplus
production. In areas with extension s.rvices, the farmers' earnings --
after repayment of credit for fertilizer and improved seeds -- were some-
times lower after participation in extension activities than before.

This will obviously uadversely influence farmers' participation in the
extension programs. It thus seems to be absolutely necessary that
extension activities in Ethiopia be accompanied by marketing projects.

The main outline of structure of a Marketing Project in the Baco area
could be as follows: The nucleus of the project should be located in
Baco, which is alsc the administrative center of the Baco region Minimum
Package Prosram. Besides administrative facilities the project needs
some middle size warchouses for storing o portion of the vurchased grains.
Another portion should be directly sold zfter harvest time to terminal
markets. With Baco desiynated the hub, outpost should be established in
surrounding villages, The number to be established would be dependent
upon the capital and administrative resources acquired for this purpose.
Three to four outposts for the Bacc area would be the minimum number
required and they should be set up in the most distant markets in close
proximity to the producing frarms because of the farmers' lack of trans-—
portation. Baco, in addition to being responsible for its adjoining
areas, would be the main market f'cr the entire region. The Baco area now
lacks a middle sized market between the terminal and village markets and
with the creation of a Marketing Project Baco could fulfill this function
for the areca. These new adjustments in the marketing process could
increase competition because marketed quantities would become large enough
to attract merchants from other areas and terminal markets. The prices
pauid by the Marketing Project to farmers should be derived rrom actual
prices in Addis Abuaba, so that all nationwide changes in supply and
demand would influence prices. Marketing Project would give farmers an
alternative in selling their surplus, thus increasing local market
competition. As long as locul traders pay a higher price than would be
offered by the projecct It would have no reason to intervene. All nation-
wide price fluctuations due to changes in supply and especially in wrong
estimations would stili exist after establishment of a Marketing Project,
but the magnitude oi changes on local markets would decline. There is a
moderate risk factor associated with Lhe creation of such a project
because of the uncertainty of nationwide cyelical and seasonal price
movemenls. In order to decrease unpredictability of prices, more knowl-
edge is required with respect to supply, which leads to the next proposed
project, a nationwide Crop Estimation Service.
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b. Crop Estimation Service

As previously mentioned, unpredictable price movements are mainly
due to annual changes in supply, which is often over or underestimated.
These wrong estimates create proportionately higher price fluctuations.
Therefore, better knowledge about annual supply is required, which
makes the establishment of a Crop Estimation Service necessary. Due
to the large regional differences in climate and production of main
crops it will be difficult to obtain wzctual and reliable data. To
ensure success such a project would also need highly qualified
personnel. Arter taking these constraints under consideration, it is
not possibile to justify this service as a separate entity but it should
be estsblished within the existing extension service. The personnel
of the Minimuws Package Program must be ‘rained in methods of yield
estimation. This lack of knowledge on tne part of the extension ngents
is partly compensated for by thelr intimate knowled,: of thelr extension
ares. With improvement of qualifications and experience, the reliability
of uaiL: will improve. The obtained aata should be maic accessible to
interested merchants co thut they wre able to Luse their price perfor-
mance on “hese data. The creation of this rroject within the existing
extensiorn cervios hus the =dvantase o requiring only o cimall amount of
additional cupi<tal +.nd few hirnly qualified scicntists, Lut cignificant
resultc cannot immediatcly be axpected.

c. Price Stzbilization Vro;ram

To obtain immediate resulis and zlso due to the fact that price
uncertazinty is universal in Ethiopia, & nutionwide Price Stabilization
Program including = buffur ctock could reduce price ingtubility to a
defined price movrment cver tlime znd space. The objective is to reduce
only price fluctuation due te uncertuinty and its proportionately higher
reaction, but not the [luctuztion due no changes in demand and supply
over time. Thut mcuns that the :rice support level hus to be sct
annually near the equilibrium price. ror operation of the existing
market system, the cupport level chould be set under the estimated
balance price and announced immediately before o new harvest time. The
eouilibriws price has to be calculuted Uor the maln Ethiopian markets,
Addis Abube and Azmara, taking demand wn. cotimated yields und therefore
supply undcr consideration. The support price should be reglonally
and seasonally adjusted, tuking real shipping and storapge costs inuo
account.. ouch a price cinbilization scheme it recommended only for a
few main cercals such at wheat, teff, maize and sorghum. The Bthiopian
Grain Eoard and/or the Bthiopia Grain Corporation could handle the
proposed program, including the imperts of cereals. Thegse organizutions
wou.l be oblipguted to purchase grain al the support price level and to
sell it apain, if prices reach an upper limit. The grains for the buffer
stock operation can be stored, at least partially, in the existing
modern storuage facilities of the IKthiopia Grain Corporation. This price
support policy has in the long run some further advantuages: First, it
is flexible for technological changes in the development process and
secondly, this poliecy can be used for reallocualion of resources within
agriculture and among scctors and regions (for more details for such a
price support policy, see 20, 21, 22).
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Major impediments exist before a Price Stabilization Program could
be established due to limited governmental capital and administrative
resources, because this program requires substantial financing and highly
qualified administrators and scientists. Under present conditions of
uncertainty the support price may be set far below the equilibrium price
reducing the risk but also the efficacy of the project. Another alter-
native is the improvement of knowledge about supply, which requires the
creation of a highly qualified Crop Estimation Service with well trained
persornel. These constraints upon capital and personnel limit the
feasibility of the Price Stabilization Program. In addition, as would be
the case universally, it is highly probable that such a program could be
ebused tor political purposes and pressures of different interest groups
could effect support prices.

B. Accompanying and Supporting Projects

Besides the proposed major marketing programs there can be additional
directions drawn from this study which should support these programs. All
of these directions are by no means of less importance. The implementation
of each improves, with a different degree, the marketing system. According
to the approach, these directions can be categorized into three groups:

a. Improving the Bargaining Power and Market Position of Farmers

All programs which increase f{armers' incomes, i: ‘luua.ng land reform
and changes of the present tenant-landlord relationshi;, potentially
improve the farmers' market position. lowever, under existing conditions
increuses in physical output do not necessarily raise revenues. Due to
uncertainty and the market position of traders in production areas,
increases in supply often results in sharply decreasing prices. Therefore,
to improve the actual market position of farmers, extension programs with
the main objectives of increasing output have to be definitively joined
by a marketing program, such as the one proposed.

Improving farmers' grain storage facilities is another important
suggested program. Decline in storage losses at the farm level would have
a twofold effect: First, farmers would not be forced to sell their
produce immediately arter harvest time at a low price. Second, due to
the decline in losses of stored produce for home consumption, supplies
increase proportionately with resultant increases available for
consumption. The results of experiments of the Baco Agricultural Research
Station concerned with local storage clearly showed that farmers' present
storage facilities could be easily improved by the farmers themselves
without capital investment, thus reducing losses to a normel rate (14).

As a long-run program, establishment of cooperatives in addition to
the existing marketing channels ctould increase the competition on local
merkets. Without the creation of the proposed marketing programs,
cooperatives will be faced with the same problems of price uncertainty
and risk which the private traders face at present. Although cooperatives
might play an important role in the development process, experiences in
other countries indicate that the indiscrimate establishment of
cooperatives can misallocate scarce capital resources and limited
administrative personnel. Therefore, cooperatives should be promoted only

in the most favored areas as a long-run program.
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One of the forces compelling farmers to sell their produce
immediately after harvest time at low prices is the payment of taxes,
rents, etec. A time extension for the psyment of taxes would give
immense support to the marketing policy of the Ethiopian Government.

b. Traders

Although entry to markets for new entrspreneurs is legal and free,
restrictions exist especially on village markets in the form of
discrimination and generally in the foarm of lack of capital resources.
The existing participants are faced with a scarcity of capital, too.
Therefore an improvement in credit facilities for traders would increase
market competitiveness.

An effort should also be made to improve merchants' storage
facilities by providin;; more knowledge and capital.

c. Improvement of Marxet Information

The creation of a price reporting and intormation service for
major agricultural commodities would lead to a better market transparence.
Prices and transactions on important Ethiopian markets should be
broadcast daily. At the village market level all price quotaticns in the
region should be announced by the Minimum Package Program or by
municipalities. This price information service requires the introduction
of a grading and a uniform measurement and weight system for the entire
Empire.
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APPENDIX A

Sources of Price Series

The price series used in this study were obtained mainly from two
sources:

a. Prices in Addis Ababn

The Commcrcizl Bank of Ethiopia S. C. collects and publishes average
monthly wholesale pricec of celected commodities from Addis Ababu (CBE,
Market Report). These nrice series, supplemented by data collected by
the Denartment of Economic Research of the National Bank of Ethiopia,
were used for the calculations. This agency collects data from traders
and branches of the KEthiopia Grain Corpcration in all major towns in
Ethiopia. Those data are published annually in the Ethiopia Statistical
Abstruacts.  Lut the data are by no means complete.

b. Prices on Markets in the Baco area, Lekemte and Gimbi

Th= Economic Research and Extension Section of the Ethio-German
Agricultural Research Utation Baco established price collectors on the
main markets in the Buco area, Lekemte and Gimbi in 1970. These collectors
ascertain retail prices on open markets weckly and watch transactions to
assure reliable data. Wholesale prices were collecied from several traders.
Only in Buco were the prices collected twice a week.

Wholesale Prices:

Information about wholesale prices was obtained from traders without
difficulty. Prices of scveral of the merchants coincided completely or
almost so at a certain time. These prices were merchant's wholesale
prices, or in other words, the prices in Eth. $ per 100 kg. produce, which
retailers had to pay when purchasin; commodities. Farmers also officially
reccived the same price from wholesilers by selling produce to them.

This information was obtained from both mercnants and farmers. Wholesalers
said that they do not make any profit by trading on this level, but
investigations showed that tiaders obtained a profit by the manipulation
of the weight when goods were purchased trom {armers. Traders use
balances or similar instruments so it is easy for them to underestimate
the real weipht and some traders estimate the weight only. Farmers
usunlly have no means of checking the trader's decisions. The under-
estimated weipht ranges, due Lo the great experience of the merchants,
between 9 and 10 percent of the real weight. Similur figures resulted
from surveys of the CADU Project and Debre Zeit. Farmer's prices were

in reality 5 to 20 percent lower than assigned prices for grains in the
CADU Project area (2). Only a rough estimation can be made of the prices
farmevrs actually recceive under present conditions.

Retail Prices:

At the re-ail level produce is sold not only by volume but also by
taking estimatea Lpecific gravity into consideration. Tor the collection
of retail prices the most common volume measurement was taken and


http:actual.ly

Th

recurrently balanced in order to obtain the current volume weight.
Collectors gathered several observations from each commodity on the open
market day. Besides this, they watched transactions in order to examine
the trader's assignments. Every one or two months data were also
collected by an unknown person in addition to the normal coliection in
order to check all data. Because retail prices differ slighly between
retailers, the arithmetic average was calculated for this study.
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TABLE Al. MONTHLY WHOLESALE PRICES OF SEVERAL COMMODITIES IN
MARKETS OF THE BACO AREA, 1970 - 1972

- Ethiopian Dollar per 100 kg L

White White Red
Month Maize  Teff Wheat Barley Sorghum Noog Pepper
1 T2 3 L 5 6 T 8
l. Baco
1971
May 20.0 36.0 30.5 26.8 27.3 22.3 58.8
June 19.9 35.8 30.0 27.4 26.3 21.0 58.9
July 19.3 33.8 27.5 26 .0 25.3 22.0 58.8
Aug. 19.8 31.1 26.9 26.h 22.1 23.0 58.4
Sept. 18.2 27.9 7.1 25. 4 21.7 2k.0 60.3
Oct. 16.4 28.3 ol .8 22.8 23.8 —— 53.0
Nov. 10.5 25.0 22.6 17.3 22.3 —— I6.3
Dec. 8.3 22.5 19.1 15.2 21.6 18.0 Lo,k
1972
Jan. 10.0 19.3 18.3 13.5 18.5 _— 60.3
Feb. 10.0 19.8 16.0 15.0 15.0 13.0 .7
March 7.7 16.8 13.4 12.2 12.3 13.0 39.8
April 7.5 17.0 13.5 12.5 8.8 _— 36.8
May T.h4 15.4 15.8 10.1 6.8 —— ho.1
June 7.5 18.3 16.8 11.0 12.5 14.3 L8.5
July 7.3 18.5 15.5 11.0 9.3 17.3 57.7
Aug. 6.4 19.4 16.2 11.2 8.8 18.6 58.0
Sept. 5.8 17.8 15.3 11.5 10.3 18.5 70.6
Oct. 5.0 18.3 14,0 10.5 11.8 16.0 63.2
Nov. 6.0 22.6 16.2 13.0 15.2 17.k 65.9
Dec. 6.8 23.8 17.5 14.0 13.3 16.3 72.0
2. Sheboka
1970
Oct. 24h.8 42.0 32.0 23.0 30.5 31.5 85.9
Nov. 1k.0 35.3 32.5 19.0 26.5 30.0 58.8
Dec. 18.0 38.8 28.0 19.2 23.8 28.4 58.8
1971
Jan. 16.4 27.3 23.3 19.5 20.5 26.0 60.3
I'eb. 16.5 25.5 21.5 20.3 19.0 23.3 58.8
March 19.h 28.6 23.2 21.6 23.8 2k .} 60.0
April 19.5 31.3 2h.9 22.8 23.0 22.5 60.3
May 20.0 31.0 23.8 21.0 20.0 22.3 67.6
June 21.9 3. b 25.0 ah .k 25.0 22.0 61.2
July 21.0 34,3 27.0 26.8 2h.3 22.8 65.4
Augr. 19.5 32.0 26.3 24.8 25.8 22.5 63.3
Sept. 18.0 28.6 24,6 21.0 22.0 22.6 64.8
Oct.. 17.0 29.0 24,3 19.5 19.0 22.8 67.6
Nov. 13.0 28.0 21.8 18.5 18.0 21.8 63.2
Dec. 10.2 26.2 19.9 18.0 17.8 19.2 58.3
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TABLE Al. cont.

White White Red
Month Maize  Teff Wheat Barley Sorghum Noog Pepper
1 2 3 4 5 6 T 8
1972
Jan. 10.1 25.4 21.h 15.8 16.5 16.3 sh .k
Feb. 8.8 21.0 18.3 14.8 15.0 16.5 45.6
Marct. 7.8 18.6 15.6 13.h4 13.2 14,2 L. 7
April 7.6 18.3 14.5 11.0 4.3 13.8 47.0
May 7.0 18.4 14.8 10.8 11.4 14.2 51.8
June 7.8 19.5 16.8 9.3 10.5 16.8 61.8
July 6.5 20.0 16.0 8.0 10.5 16.5 58.8
Aug. 5.6 20.4 15.5 10.4 11.2 17.2 6L.7
Sept. 5.3 21.3 15.5 9.3 12.5 16.8 65.3
Oct. 5.5 21.5 16.0 9.0 11.3 18.0 57.3
Nov. 5.6 20.6 16.8 10.0 11.6 18.8 52.9
Dec. 6.8 20.3 15.5 10.3 11.0 22.5 sh. k4
3. Sire
1971
Jan. 16.8 30.0 —— 25.7 15.3 24.5 59.1
Feb. 17.8 30.0 _— 25.8 16. 5 22.3 56.6
March 20.1 31.9 —_— 23.8 17.3 25.0 51.5
April 20.0 29.5 —_— 26.6 19.8 2h.6 57.3
May 21.0 31.0 —— 29.3 26.3 24.3 58.8
June 2k, 0 31.1 —_— 28.0 26.3 21.8 70.9
July 23.8 32.1 — 28.5 27.5 23.5 71.3
Aug. 20.8 31.0 —_— 28.1. 26.8 20.8 69.1
Sept. 20.4 31.2 — 26.5 23.6 19.8 Th.1
Oct. 19.0 32.0 —— 26.3 24,3 19.8 2.4
Nov. 17.5 30.0 — 25.3 23.8 20.5 61.1
Dec. 13.4 25.8 ——— 22.6 17.7 17.4 50.0
1972
Jan. 10.3 19.6 ——— 17.3 10.8 15.0 42.6
Feb. 9.0 19.3 ——— 17.3 11.6 1kL.5 b, 1
March 9.6 21.1 —_—— 16.4 15.7 15.0 36.5
April 9.3 19.6 ———— 16.5 _— 14.5 31.6
May 7.6 17.2 —— 1k4.0 ——— 13.6 29.5
June 8.0 19.5 —_— — —_—— 15.5 29.5
July 8.0 18.5 _— —_— —_—— 17.0 29.5
Aug. 7.6 18.0 — —_— _— 17.0 29.5
Sept. 8.0 18.0 ——= _— ——— 17.0 29.5
Oct. 8.0 18.0 — — — 17.3 ————
Nov. 8.0 18.0 ——— — 10.0 17.0 ——
Dec. 7.0 8.0 —_—— — 10.0 18.5 ——

lArthmetic average of weekly price quotations.
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TABLE A2. MONTHLY RETAIL PRICES OF SEVERAL COMMODITIES IN
MARKETS OF THE BACO AREA, ETHIOPIA, 1970 - 1972
- Ethiopian Dollar per 100 kg. - 1
White White
Month Maize Teff Wheat Barley Sorghum Noog
1 2 3 4 5 6 7
1. Baco
1970
June 26.8 38.1 40.5 37.6 33.1 —
July 30.3 1.0 hi.1 38. 33.1 _—
Aug. 31.8 W1 i, 3 44,5 37.5 —
Sept. 29.3 h3.2 44,5 43.5 38.1 —
Oct.. 23.5 37.3 36.6 35.1 32.0 —_—
Nov. 16.6 31.h 34,9 24.8 24.3 ———
Dec. 17.5 30.4 31.8 23.0 19.6. 36.0
1971
Jan. 16.1 28.0 28.9 21.6 18.0 34.1
Feb. o10h 30.4 30.8 26.7 21.k 34.5
March 20.7 30.3 30.6 26.0 21.3 29.3
April 19.6 30.0 34,9 27.5 23.8 40.6
May 22.9 31.6 3k.9 30.0 29.3 39.2
June oo 33.0 33.4 29.1 30.9 36.8
July 23.4 34,3 3.1 27.8 32.2 37.0
Aug. 23.C 30.5 30.2 29.0 28.1 —_—
Sept.. 21.1 28,0 28.7 26.14 26.3 ——
Oct.. 17.5 27,3 26.0 2Lh.5 25.8 ——
Nov. 11.3 25.0 22.0 21.1 25.9 —
Dec. 9.0 2L, 5 19.7 20.1 28.1 22.0
1972
Jan. 9.0 25.5 23.8 20.1 22.9 22.0
'eb. 9.0 19.7 20.8 19. k4 18.5 21.0
March 8.9 18.2 18.3 20.5 17.0 21.2
April 8.6 17.k4 18. 4 18.7 11.6 22.0
May 6.7 16.5 17.2 13.3 10.3 22.0
June 8.9 17.8 18.0 1h. b 16.1 19.7
July 8.0 18.1 21.1 15.5 21.2 22.0
Aug. 8.4 17.0 18.0 1h.1 bk 22.0
Sept. 5.8 17.0 18.8 12.9 17.8 22.0
Oct. h.5 17.0 17.1 12.0 19.0 22.0
Nov. 5.0 18.2 20.3 13.4 19.0 22.5
Dec. 5.8 2n.8 23.h 1L.6 20.6 22.0
2. Sheboka
1970
Oct. 2h.6 40.6 36.5 24,7 36.4 L. 3
Nov. 13.6 31.5 36.5 18.1 30.4 44,3
Dec. 18.0 33.1 31.5 22.3 30.2 39.9
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TABLE A2. cont.

White White
Month Maize Teff Wheat Barley Sorghum Noog
1 2 3 n 5 6 T
2. Sheboka
1971
Jan. 17.8 29.4 25.8 21.8 22.4 26.3
Feb. 18.0 26.5 25.7 22.3 20.0 23.3
March 19.4 31.3 26.0 22.3 23.6 33.3
April 19.1 31.4 26.0 22.3 21.8 27.5
May 20.5 34,3 29.9 22.9 20.0 26.4
June 22.3 34.3 3h.3 26.7 29.2 L3.4
July 22.0 33.0 32.9 28.3 33.8 ho.2
Aug. 20.8 30.8 28.6 25.5 33.6 44.3
Sept. 20.9 27.2 28.0 23.8 30.2 4o.3
Oct. 16.9 27.9 27.0 21.8 27.8 27.6
Nov. 19.5 26.8 27.8 21.8 26.1 22.0
Dec. 1k4.5 26.3 24.8 21.1 26.4 22.0
1972
Jan. 9.3 26.1 24.5 21.5 19.9 21.3
Feb. 8.8 20.9 20.2 19.4 17.6 21.5
March 8.8 17.6 17.5 18.6 18.3 21.6
April 8.9 17.1 16.3 12.6 16.6 20.8
May 8.9 17.0 16.1 11.7 12.5 19.9
June 9.0 18.0 18.0 14.8 12.5 22.0
July 9.0 17.5 18.0 14.8 12.5 22.0
Aug. 9.0 16.9 16.5 11.6 12.5 22.0
Sept. 7.3 2l.1 16.7 12.6 12.0 22.0
Oct. 7.8 17.0 17.h 11.0 13.1 22.0
Nov. 7.1 18.6 17.7 11.0 12.5 22.0
Dec. 8.5 19.0 18.0 11.9 12.5 22.0
3, Sire
1971
Jan. 16.6 30.6 —— 28.6 17.1 22.5
Feb. 18.5 3l1.2 —_—— 28.6 22.3 24,0
March 20.3 30.8 —— 28.0 23.8 33.1
April 19.0 29.9 —— 29.2 20.6 23.3
May 21.1 29.9 ———— 29.5 23.6 25.1
June 22.8 28.0 —— 35.9 25.4 23.8
July 23.4 28.3 ——— 3h.6 26.8 2h.0
Aug. 20.8 28.5 -—— 33.1 2h. L 22.0
Sept. 20.0 26.8 —— 27.1 22.8 22.2
Oct. 21.4 25.8 —— 29.8 24h.9 23.3
Nov. 18.6 27.9 ——— 30.8 24.3 25.3
Dec. 13.5 21.9 — 22.h 17.7 21.0
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TABLE A2. cont.
White White

Month Maize Teff Wheat Barley Sorghum Noog
1 2 L4 5 6 7

3. Sire

1972
Jan. 13.5 18.8 — 17.1 15.4 19. 4
Feb. 10.8 18.3 —— 16.7 12.3 20.3
March 9.5 16.4 ———- 15.7 15.0 19.8
April 8.6 16.6 —— 15.8 17.4 20.8
May 8.k 16.7 —— 16.3 19.0 22.0
June 8.3 16.6 ——— 16.3 19.0 22.0
July 8.5 16.3 —— 16.3 19.0 22.0
Aug. 8.0 16.7 —— 16.3 19.0 22.0
Sept. 8.0 15.9 —— 16.3 19.0 22.0
Oct. 8.0 15.5 —— 13,8 18.3 22.0
Nov. 8.0 15.5 — 12.8 10.2 22.0
Dec. 7.3 15.5 - 11.0 9.5 22.0

1, . . N . . .
Arithmetic average of weekly price quotations.



