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I • J NTRODUCTI ON 

1. J BACKGROUND HNO JUGTTFICArION OF THE STUDY 

Natiol1dJ policies, evoJvL' in the co!'ter: ... t 

econOly,ic development. FLW ther , po] icy c.t.a.nge 

involves defi,~itio!" some g~iners and SOlne losers. 

Policy analysis, therefore, has a stro'19 

Food ~}iain marketing and pricinq pol!~ies which ha\Je 

evolved in the past decades ir most. O r. . , 

r' 2ve ;hl~wn similar patterns thouq~ 

prompted by a variety of corsiderations. 

in the pricing and marketing ~lachanis 'n with ~ desi.re to 

stabilize prccluCE?rs. ) a t dl<; 

deve 1 cpm(:'nt, a 

greater equa l ity of inc[)lne d15trib~tion amorg 'fa1-me rs as 

a whole a~d amo~~i 

promote socialist society and 

e;-:ploj tative rn.iddlt:~men 01 i:ra.der determination to 

keep the Lost nf l1vi ng espec i." 1 1)· 

8-Ql-i:.:..ultul-e, J1a , ~.et lnq and 
Los ArlQRles Uni versity of 

~nd Afl-lcan Stud~e5 Association, 

Johrl C. de Wlde, 
§ub-Saharan Africa, 
Africal' Study Centre 

-For urban 

Pl- j c i nq In 
Ca.! ifo'-r,i a, 
1 98 l r} p. 3 . 
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evidence these policy measures 

a grea t impact Oil uulput and producel-s income. 

fVlany Ci.li.H~t !ies fai led tu estab~Lsh ~dequate commerc i al 

struC"ture dnd rat i onally organized mf3:1 ·ket ing s ystem 

could ~~u5t2in high of activities in 

marketing dnd They paj(j less attention 1:0 

and even blocked 

their operations. There have also been imbalances in 

investment betv.Jeen -fDOd m • .lrketing and productive 

sec tors. lO" 

Th e [)veral J effect of this dev~lopment has red u ced the 

subsistence sector fOQd 'Jutpwl, lcosened the link 

traditiol1a l and ~ode ~-n sector, eztroverted 

the demand 51:ructu l-e wtllch response in 

advanced cou ntri es o f th e [".lest; thus accele ~-a t j ng tt"1e 

'food dependency of These have been 

CdPU t food_ au tPL! t dec i i l1e fOT- the 

Sub-Sa~tar2 as 3 whale at thE' 1 . 1 pE.'!""cent 1 n 

1970's while populdtion g r ew 

jzation at 6-8 percent yearly . :~ HH;? dec line in food 

~ UN Economic Commissioll for Africa: "SituatiGn arid pro-
s pects of Domestic Tr-ade in Africa. A prel iminat-y Revies" 
(Brazzaville, memei".}Q! ap: led) C;:t.1985, p.2 . 

::;1 See for examp l e, Uma Lele" TI1e Role of Risk in A,;}I-icul-
tUI-aI l (:~d stl-ategy in sub-~,;ahar·an Afr- iea " Amer lean Journa l of 
f\qricultural Economics, vo l. 6l" no . 5, Dec . , 194L~. p.667 ; 
ChT- istDPhe, L . Delgado and John l~. l'lello" "St,-uc tU T- ,,1 v,""'" of 
Poli cy I s sues in Af -lican f~gricult ! I '- al DevelopmE.·nt"~ f\meriCt3fl 
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production c ol." papulation, f a:t 

L.:T-b£lni2ation a.nd have resu lted in risjng 

lmpc1-ts at the r~te of 7 . 5 percent a'1nually i (j 1960-82 

pe,-iod and 

yea,- 2000 al s c shows thilt it w!ll reach a level as high 

as 40 m ~ll iol' ton s wlt~l its ~ajor potential p rwb l e ms of 

supply trallsp0rt and f ~na nci~~g. 

In Sub-Sailar"Jn A-f l ica tod a y, im~orts alf-eady satisfy 

about: one-t h i1-d Df food demand of calo!-ie 

l1eecl '5 . I t is e:5 l.imatecJ tha t cereals acc{] unt fo r 8~) 

pe-rc Pr1 t o"f impc::- tc--rJ fo o cl .~; 

_ ........ 

~~: 1. _ A RENDS Hi FDOD GRAIJ:L SUPF'LY IN E.:n-iJO~.rA 

Ethiopia is no t an \,~i\L.ept io n t D ttle gene r al fODd 

supply l!~ S~h-Satlarar\ Af rica. 

maj or 

estim a ted that, 

Aq ri c u 1 t Ul- a J 

of 

} cO'lstitute the 

t he populatiol~ di~t. 
~ 

tr.e c('. u n try, out 

It i s 

the dai Iy 

ECO'lom i cs, vol. 66, ~lo.5, Dec . , 1984 , 

p. b 65; ~. I af·t:mut Bradt. I'CaU '3(?S 

product i vity and development 

vol.2S>, 1984 p.lJ9-120. 

a nd Consequences cf inadequeJte 

in 5 u b-sahd,ai .... A fr ice " S_sl'J.Q.mi~£.s 

, .- - De] gadc· a.nd Juhn M (~ 11 o i- o p. cit. 

~ Lima Lelc, ~p.cit 
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calc,- i", ,-eqLli,ement t.J p,,·,-cent IS frum c~l-eals, pulses 

---and 0.1 lc:~eeds 

80 pE:I-cent Dr 1 {J t-,j a.ncJ middle i~Cufn0 '10us2hold s 

aCCDunt for 60 percent of 

the gl-oss value of a<;;J'icu.l.tural pl-aduction F I and five or 

tilE nl3jOI- cereals alone ,3 .. :CQu n t ror 

to ta l cu]!. jvated land. j:")c c or dl ng 1 y, 

neal "ty 2.2 percent of to L.3 1 cuI t i \1 a t eel 

ba0 ey "! 6 perc ent ~ s->orgI"lU:l1 ~vi t!·~ -

o·f th e 

1 e ·f, we.cup ies 

land 'followed by 

111 ter~s of e~ploymen~ 

rural ~au~e~olds nlainly concentrate 

en ce r eal prodllction . 

The -rood p r' ~dlJction hcl '~ Show" ~er~ poor 

O\lE~r tht! past tt...;O dec.ades. The total 

1 and dec ~ i nerJ 19~'1/72 

crose Qomes tic: Trade Sectcr; Ten-y~a r 

([976- 1985) Amharic, memecg r aphed. A~di s Ababa, 
Pe l-esQ?C t 1 ce 
1"'75, p .20 

? J. ~I. 1'1,d lor. " Fuod Prospects ·fo ,· De ·" elop ing Countrie·,," , 
!?tmerican Economic Revie l.-..i ~ Vol~'73 :\lc~ 2, i"la';i,--l3.6.3..2- p.239. 

1;;1 Tr-~ e O"ffiCe 
(ONCCP) , Nationa l 

of the [--Jat:i.c, Tloi COil'o\ltl22 For Cent 1." al Plannirlg 
~CCOU'l "ts D~vision. 

~ Mesfi!1 Walde Mariam , 
sthiopia __ (1'7'58-1977), {\le .... ., 

1 td. 198'1 p .82 

,.., 

F u !" ,-,} 
Dc:lhl : 

'\.Jl.l nerabj 1 i ty t"o"-......:F-"a,,"':.c .... "i.c"'-'.e"--"l-'n..!. 
· Vj~ds publishipg house pvt. 
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1973/74 ~nd 1977/78 - J S'8 1/82 b'y 29 ,.1E ·,-cen t.. 10 The 

annual i' d te by volume llf pr-aduction 

betweerl 1969 - 1970 and [ 977 - 79 was O.lj 

OL:tput cec1 i 0ed 

The country's food se lf sufficienc:y ra!.io 

99 percent in 196', - 66 

Food supply ,net 87 ~ercent calorie ~ eq~ i rement in 

1970 a'1d 76 percer)t in 1979 - 81, SUC~\ figures for law 

of the Sahara v-J as 88 

per-cent and Lha t 0 f midd l e inco~e was 95 .7 percellt for 

country's levr:~ l a'f' food 

pr oduc t 10'" ,3, n d mari.etl..::'d :'=iuppl y d r t~ E'./e\1 t 1, e lo'.f"Jest by 

standard of low income S!Jb-Sa!1al-an Afrjc~. Mor'y factor-s 

econcn\lc situation account 

substantial share. 

uf)cler ;.~ i se I ·',' el- ticulated <JomE'stic p.] ticles pa'-ticula r ly 

i'\i i th :-egacds to food ;l'2.r ke t i I ..... g 

S~/S tern and pricing f10 1i cy ha~e 2 sig!l ificant impac. t Of! 

rna t i vd t. i Pg proch.le t ion~ mdl~ket j ng sysi:.ef:1, is 

1 c . Technical 
Er o blems in 

Commi t tee Repo~t to 
Production, Marketinq 

tl-lE 

and 
:'!R:>C $ CPSC J f'1 a...J c,,_ 

Distribution and 
(!'-lmhar i c ~ nh::meo-~ecessa ry Policy Measures 

graphed) Addis Ab~ba: Aug~st 

to Alleviate them~" 
lq?5 E.C. Ar1nex 2. 

'.1. t·Jor 1 d Ba.r"':k Et~ i op i a: R'2~:;;:·n :_.3c:c.!lOnL.b c 
[utul-e Prospects, !"lay, 1984, ~,;a. 4683 c1 . ET ~ Vol. 

Jbid . 

D(?"e 1 opmel1t §nd 
1 p.le' 
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to the lOl~ 

level of pI oduction of 

e.<aminai.::jc: n for sD}uti'.Jn to th e food 

probl!?m. a A ';jrai !l 

influel1ce d j T ec t 1 Y 

system includes 

or indirectly 

all elemellts t hat 

the rnovemen t , t r a 115-

System: 
,JDurnal 

formation arld price of grain~ once it leaves the farm of 

O.ig1.ll. The functions in the marketing system di~ectly 

influence produc~ion. The -(ullction in the system 

inclLldes prima r y collec.tion, tJ- anspor tatJons, handlIng, 
-----~-

storage, grading and 5 tand..lr-d i 7.:d t i on, financi~ng, --
i nforma I; ion, i r" st i tu t ion s ~ .. .=h.i ch fa c ilitated the 

functjons of tIle system 1 • \? • wholesale a.nd 

well priva!-e, cooperative and state instit'..ltior.s~ the 

national policy i ;i fluences t c,e 

mark eting s uch tlle ~rQCESS of price 

determination, I~ iethod of prc'':l..oremen t and movement of 

Relevant grain marJ'.elitlg and pricing policies can be a 

vehicle to the tra~sfOl-mdtion of traditional agricu lture 

21,/ encouraging research. il"""i ci t ing small holdETs I:c adopt 

its output and drawing them into the n~tiorlal ecorlomlC 

system. The national foed production plan VJith ultimate 

objective of food sc· j f-sufliciency cannot be attained 

Ale~ F. Mecalla and Andrew 
The case of U,1ited States 

of Aqri c ult tJ ral EconomiL. S, Vol. 

Schmi t z, "GT-a i n Ma: ket i ng 
ve:-sus Can a da", American 
61, !"a. 2, 11ay, 1979 p. 200 
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wi thout 

policl(~s. Nat~onal plan aimir!g at fooel grain p1-udl...1cticn 

e)(pansin:l nr::cf)ss3rily ~n,,'is."3, ges lnve'c..itrrH::Tlt in food g~-ain 

1n "9'- iced tural as 

·(."a v ,.Jrab lc: :::Jndi tion for effIcient 

uti l izatloll of e~istinq resources in tIle sec t or . 

ExtractirlG resources ~rom agf-icultLre using indirect 

mechanism dnd compulsory deliveries 

used in many deve l opi~lg may have negat ive 

Impac 1.s Oil development of agriculture and food supply _ 

i"lore seri::>us, the food produ c tl~n problem 

extrac ted sur'plus 

of 0 the. produc t lve sec. tors but to mai:ltai~l unp roduc tive 

created 

For t..I'le comp l e:." 

mar-keting institution in Tanza~ja, Zambia, Ghar12 have 

financial lOSSES ~~Jllich may amOi.l~")1: to 

thE.l budge· t agJ-icLJlture in their 

resp ective countries.·1 The parasratal:::: pay low pr i ces 

to pl·oducers, fi j{eci by eac l: year_ 

prices a,- e ileithe,· related to Df t,- aele nor to 

expor t clnd i mpor t paf- j ty Suc~ polices could 

have been effective if prodllcers 2r~ if·reSpo()sive too 

p rices . But sevel-alll ernpi: iCdl studies in dE'v·elopil1g 

I.", See f or- examp l e: Joh n C: . De L,.lj 10e, 9.f=-~ .. '£.5. . .i.. France E.ll is 
"AgricultuT- al Marketing and Peasant State transfer- in Tanzania " 
The Journal of peasant studie3, vol 10, NO . 1., ~fl.!ly 1983, p.21 l j 

to 
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countriES hdve cOflfirm2d thd '; 

sl~n5j tive to pri c.:e~:;. and thE'V ,)j-e not Hil li n g to commit 

resuurces inc luding thei,- own unless seE 

sam!? til U"1e"l r f ~ om the l-eturns . 

Wtlile adequate incentives dt thE f a,-m \"Ji 11 not 

guarantee that that all 'faT nlers wIll mal(e the additIonal 

E·ffor ts needed to increase production, the.i r absence 

Will certainly mean that such effo!- ts are u., likely to be 

made . T tlUS, a firm l ~ l,owLedge of p,-oducers response to 

various mdrketinq 

designing food g r ai;, ~ar'keting and pricing policies . t~ 

1 .. 1 _ 2 .. SI-\l,...I.ENT FEATURES qF FOOD GRAIN ~IARKETINC-; AND 

PR 1CI NG POLICIE!;i. 

1.1.2.1 M?\lN FEATURES QF FOOD GRAIN MARKETING SYSTEM 

l~ __ rJ-IE .l'l'lE-REVOLUTION (J968/69 - 1976/77. 

It l, as b een indicated else~lhere that a )lational pelicy 

is the result of economic a~d social development. Prior 

the economic.: based on 

private o wne~ship of the means of producti~n ay,d food 

grain marketlng; and pol iciES v'Jere pI imari Iy 

based on this The marketil~g sys~em was 

:I.~.'.; J.e. ~')bbct\:, "r"'I03~\..:eting i.ssues in Agricultural 
Development Planning, in Red ["loyer and 
(eds.) Markel s and Mark~tlnQ in Dev e]opinq 

Stanley C. Hollander 
Economies, Nobleton, 

Ontario : Ri ch~rd 

1968. pp. 95-96 . 
Han,e-wood, jllinois Irwi n -dres dY, 
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main l y opt-~-ated by Th e system 

had st,-ucture vJ j th numero u s 

inter"mediaries. Prices were determir'ed by big mecchants 

hi gher up 1 ! I !:he ma ~'keting hiel-ar-cllV on the bas i s of 

their subjective assesseme'lt of the level of supp l y and 

demand . None the 1 E'SS, a fel-'J governmen t 

in'5tl tutions which w~re created to regulate, stabilize 

and the ~3)'stem of stan!j;.:3("di zation in the 

grdin marl~eti!,g systems. 

ll,spite o¥ the e~istence of government institutions and 

!"egt...:la\;ions, the illiterate produce T-s were not 

prctected ugainst of sma 1] independent 

buyi.ng or the face seemed perfect 

competiLion . Svstematic m31-ket news service, 3dvisory 

.3nd ~drldle t-S on the choice of 

varieties, time of h ar-vest ing dnd se t l ing, {T,t:? t~lod of 

storage, orgd~i2ati~11 alld cO'1structioTl of suppleme~tal-Y 

marketing facilities, strict Df quality 

stalldards a~d sales practices and t h e t!-aining of opera-

tiO!1al marketing perso)1r'~1 were lucking . 
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1.1.2 . 2. CHANGES IN THE F!JDD G£lAIN MARKET1NG AND 

PR Ie lJ'IG SY~:LEMS .J.!'!. THE POST -REVOLUT I ON 

The Ethiopian revolution has b'"Dught about 

'ceCiching institutional ll~2!~sfol-;nation ill all sectors of 

The majo ,- lal1dmark in the i n stitutiona l 

PTMQfound economic and social dimens i ons . It had 

the 
society by 

abolishing the pO\.<J e ,· of the landlo," ds and local 

gayer nment off ic la _is and creating self governing 

entities i:l the form of pea~a"t associations. 

• 
The equitabli? di s tributLo n o·r land among oeasants has 

cr-ea ted favorablG climate fo : The 

ol-ganizati on of peasarlts in to peasant associdt:io!lS has 

c rea ted broadel - mass paf" L icipution in r"ural de~e10pment 

issues . The:- ca;710a 1 gn has incceased I,he 

2v.Ja re nF..'SS of lhe p05sibi1.1ties 

impro.Jinq of 1 i v i "g . These measures 

would have created dn inciting framewol-k FD~- expansion 

of food productio TI aild marke tability. The measures we:-e 

also aimed at unlE.'ashi f1g tht? ldtent pot en tials and 

capab i lit ie·;i of the peasantry. However, the rece11t 

record o f food production has not been sa tisfactof-Y as 
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ct\dnges l~ere also brought about in the 

marketin;,J and dl.'~,;trihl...!tion of food 91 ai n since the 

,evollJticn. ;-j;e changes this sub-sectoT-

primarily based on the Declar"ation of EcontJmic Polici af 

! 975. ' . . ,., In order to realize the Govern-

ment~s objective in the grain ma.rhet"ing field,the 

Agricultural Marketing Cor-pOI-at ion CAMe) was establist,ed 

by Proclamation roo 105 of 1976 lCl intervere 011 the 

market . The principal objective of the corporation had 

bE-'en to execuLe t!,C:-:' gover"nmer, t's policy i n the field o 'f 

~rain market i"n,:} pl-ocurement and distribution of inputs 

and maintain ndtional grain T - eserve .~ ? T"'~e government 

po] icy as indicated in :he declaratiorl of economic 

to 
basic consumption 

i "tems and protect the e intel-est of the masses. Since gf-ain 

is basic consumptiol' items, the objective of AMC~ neces-

to stab ilize the price of food grain and 

pr-otec t the interest Q~ producers and consumers. The 

C01""peration has also bee~ efltrusted with distributioTl of 

inputs and maintenance of f national grain j-e-sei·ve. Based on 

thE' government's grain marketing and p ~ icing policies, 

1 ~;I Government of Ethicpia, 

Q.L Socia.list Ethiopia, 

Press, Feb.1975, p.5. 
Add is 

Dec l ar-ation of Econornic Pol~ 

Ababa: Be·-hanena 5elaam Printing 

:I'~JNega \- it Gazetta~ 

Proclamation, p1uc13:natioIl 
l'1gr j"cultu:--31 Mar"keting 

(~o. lOS of 1976_ 

Establishment 
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the cor"por"attar, objectives, therefor8 come clDse to the 

folloit . .dng~-

i.l ) clo5e l y ,-elate the seasonal and geographical price 

Vdl- iatiun to costs ~lnd sta~ilj2e prices between yEars. 

tin,ely and e -ffj.cient s'-lpply of inputs and to 

rem(lVe produce in such a way as to avoid congestion and 

Dive goOtl service to farmers . 

c) decrease marketirlQ Irargj " hetween t~e pl-oducers and 

~l,o]esale level alld thereby imp,-uve producers price and 

i ncen t j ve'3. 

d) prOAlote sound mar-keti~g practices i'1cluding proper 

weigt)inq~ grading and stock mal~agement. 

e) main~ain Ilatio'1al gr~i~ rpserve.l~1 

to goods 

Domestic Di.'5 tJ-:i!..Jutlon (EDDC) L-Jas 

established by l s'gal 110tice 

al1d distribute both domesticallf 

'? i. ~. at 1975 

manu f F.l.C tUI- es to s ta tE- df"lcl c:DGpe:- a. t i \Ie -~h () pS" .1 'J 

Ru ,- a 1 ser·vice cQoperatives(RSC) 

mat"ket uf the i r- members and 

tD p r ocure 

to 

alsu to 

J Fl Sine e Af1C ~ s 

official documents 
ob jec t: i VI"":?S 

a 5ynt h esit 
I~ave not been clearly stated in 

of the stdtment~ raga:dlng AMC~s 

o b jectives in various documents ;' 2S been made by the researcher-. 

See, -fOl- eX(J.mple, f\.legarit Ga2E.- \:a op ...... lt. f1inist.c..:L cf Domestic 

Trad~ Grain Procurement Gl!ldline t tl-ar", ':;,) r:"tdC!is (~baba, 1972 E.C. 

merneographed, I,..)or'ld Bank "l~pPJ-;:\isal '=i:epo~-t on gJ-,:li,. .... 5 tQr~,)ge '::dld 

mal-keting project, AiJ .... icul"lura 1 Ma ;-keting Corporat~on (Addis 

Ababa,1977) memeogca.phed. Ann;.?x 3, p.!. 

1q Negait Gazeta, Ethi o pj ~ n Domestic Distributio :, COl-pord ­

tion (EDDC) establ i s h mC'n t , Lf.·.'Qa·i. No tice No. 13 of I S7S . 
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distribute inputs (of the 742 RSC, 313 RSC in Shoa, 

Arssi, Sidamo, Wo 110 and Harrarghe regions have taken 

inputs distribution r esponsibility 

manufactures to their members. 

org anized to provide grain and b asic 

to urban dwellers. 

since 1981/82) and 

Kabele shops were 

manufactured goods 

and cooperat i ve institutions, however, 

have not replaced the privatE sector. 

in f'ood grain and manufactures continue to operate with 

various forms of res~rictian n imposed upon them. In the 

case of food grains, A~IC has taken aver' the 

responsibility of supplying urban areas (Addis 

Ababa, Ha r ar, Diredawa, Makele, Asmara, Assab) governnlent 

institutions alld interregional movement. Moreovel-, AMC's 

procurement price 

most 

,- ema i !led f i y.ed at lOl"'.l level since 

1980/81 of 

increasingly diverging 

prices (see annex II). 

in to monopolistic 

the 'food and i t is 

f ,-om the r ising pdralle l market 

In short, the de velopment of AMC 

p2rast,~tal institution in grain 

marketing, introduction of compulsory Quota delivery 

system, of the operation of private 

merchants~ pan-tel-ritorial anc seasona ll y 

pI-icing system and incleasing role of seT'vice 

cooperative s 

opperational 

in bulking grain for AMC have become 

policies in food grain marheting. The 

e xist i n g mar keting arra ng e ment and AMC 's low procurement 
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p rice may t,ave impact on p r od~ction. Low output p r ice 

might have led to lesser adoption of inputs SIJC ll as 

fertilizer which might ha ve led to decl ine in production 

and mar"ket supp ly_ Restri(:tion of grain mo~ement by 

private operators and blockad of r ural markets may have 

discDw,-age d producers 

increase production, 

and millimized the effort to 

low grain pri ces may have 

encouraged il1creased on farm consulnption. Thus, the 

evaluation of the present grain marketing and pricing 

system and assessment of its impact on t he level of 

output and producers 7 inco me i s in order. 

1.2. STATEMENT OF THE PROBLEM 

The food grain mariceting system was prima r ily operated 

by private sector in the p r e-revolution period. Though 

there were governmer,t instjtution established to 

regulate the market and stabilize prices, they were not 

effective due to lack of finance and 

commitment . Food g, "ain production had not kept pace 

with growing population and food grail' prices were 

raising. 

effectively 

The demand 

communicated 

of 

to 

mar l<eting system . 

In the po st-revolution 

C011sumers had not been 

the producer through the 

period, far reaching 

i "stltu tional transformaLion has bee', made through rural 
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land reform. ThE.' marv.eting and dist r ibution of food 

and manu-fa.ct u res also tT-ansformed 

institutionilily. HOl"Jever, food producti"n and 

marketability has not increased. Instead, thel-e has 

been acceleration in the decline of grain 

production and a sharp rise in prices. 

The distributive networl( for manufactured goods and 

inputs and mar !ceting of rural products may have !lOt been 

at remunerative prices. It has been advanced further, 

that investment in research in Ethiopia will yield a 

retuT-n as high as 40 percent provided there is some 

ratIonalization of input costs and O!_ltput pricEs. Po 

No less evidf:'nt is also the fact that the adoption and 

diffusion of existing technological packaqes 11ave been 

constrained by low output p r ices in I-elation to import 

costs . '~~1 Available liter.::ltu r e on the subject also 

indicate tha t ,~i th out incentive system 

agriClJltural produc e rs wlll no t be l~i)ling to adop t 

modern inputs ancl enga.ge themselves in effective 

agricultural activity . 

Leaving asside the effect of and externa l 

e ':) Ten ass i e I\l i col a It ",S",o"c"--"i-"a,-l"--,R-",,e,-,t,-,u,,,,-,--,n-,-s,,--,o~f_ ... I .'..n,.,',-,' e"-"scct,,m=ecen-'-'.t -,i'-cnC!.._-,-A-,-,9"-'-.'_­
icultural Research unpublished M.Sc. thesis, Addis Ababa, Oct, 
1985. 

21 Itana Ayana, An analysis of factors affecting the 
adoption and diffusion patter!lS of pacl~aqes of aq!-ic~lt~ra l 

technologies in subsistence agriculture. A case studY in two 
lli<tension districts 01 Ethiopia (unpublished M.Sc. thesis, Addis 
Ababa Oct . , 1985). 
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factors,it can be hypo 1;11ES i zed insti tutional 

changes j n the marketil:g system has not brought about 

functional changes which motivate producers to inc r ease 

production, p~odGcet-'S are responsive to prices and they 

do not commit resou)-ces including their own labor 

unless the returns QtJt-weigh the costs. The present 

arrangement, besides affecting producers incentives also 

affect the urban poor and pub lie financial resources. 

The problem is therefore to determine th e re lationsh ip 

between sustained -Food sho;- tage and r~ a,ket i ng and 

pricing policies, proclucE"- s response to the marketing 

and pricing arrangement, It>lhether institutional changes 

have brought about c hanges in po~e~- relation. 

1.3. :rHE ~PECIFIC OBJECTIVES OF THE STUDY 

The paper first all aims at examining whether 

inst i tuti.ona] changes in I:he marketing system have 

brought about functional and power l-elations 

among tile participants, estimati n g pl-oducers response in 

ircen tives and to determin the e x tent to which the 

present and pricing arrangements have 

contributed to food s hortages. In particulal- :-

a) to analyze the temporal price behavior since 1968/69 

in order to show 0-' food grain supply 

and demand relationshi p over time. , 

b) t o evalua t e t he effe cti ve ness of AMC i T' c a l- !-y i ng out 
--=.-
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its objectives~ i.e:-

to evaluate whether AMC has closely re lated the 

seasonal and geographical p,-ice variations to 

costs dlld has succeeded in stabilizing pI-ices 

to assess whether A~C has been able to assure 

time I y and efficient supply of Inputs and has 

managed to remove produce, avoided congestion 

and has given good service to farmers 

to assess if AMC has decreased marketing margin 

between producers dnd wholesalel-s J evel and has 

there by improved pl- odlJcers pricEs and 

incentives. 

c) to Estimate output elasticity of marketable surplus, 

price elasticity of output and price elastici l:y of 

market~ble s~rplus in ordel-

response to the existing p ric ing and marketing 

dl-rangements. 

d) to estimatE the impact of 

marl(eting and pricing policies or, 

volume of output 

illcome of producers 

food grain 
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1 .l,. I11PORTANCE OF THE STUDY 

Three facto !'""s, among things, make this study 

significant. Firstly, expansion of food production and 

increasing marketdbility requires substan'tial ir)vestment 

in rural areas . This necessitates Y-etail1ing reso ur ces 

in agriculture and inducing its efficient u tilization. 

f Marketing and pr-lcjng policies play all important role to 

r~tain in and motivate its )-esou ,. ces 

efficient utilization. Secondly, food produ.ction in 

Ethiopia is une~e~ly distributed. Four o~ the fourteen 

administrative regio11s i . IE ~ Shoa, GOjam, 

The at tair,ffisnt of egalitarian society to 

socialist Ethj.Of.:- ia aspires could O!lly be possible 

efficient movement 0f ;ndl- !~etable surplus from 

surrlU5 1; 0 rJE.'fic ient cegions. This requires a 

,-ation.3lly marketing system WhiCh sustain a 

h igh level of activities in ~larketing of rural products 

at remuner~tlve pI-ices . Fina)l~ th~ attainment of food 

self su~ficiency, conser~ing public fi~ancial resources 

and efficient grain marketillg system ca lls for proper 

evaluation of practice fa\" 

articulation of the futlJre process. 
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1.5. METHOD OF THE STUDY 

1 .5. 1. DATA S I}LLECTl ON 

The study h as in~o l ved data bot!1 fr"om 
primar y dn~ secondary SOU1"ce . 

Primar y Data:::. Data f r om pr imary sowrces, f o: this 
study has been collected LtlrOJgh personal i :ltervieW5 of 
selected farm ho u seholds on th e basis o f strJctured 
questioner s prepared for this purpose ( see annex l1I~. 
The procedure inv~lved both nOll pr· obability and 
stratified two stage randoo\ samp li ng . Fi r-sl: three 
woredas ~}ere se l ected purposefully. The 5 e 1 ec t i Q n of 
the' wore d as the ba s es of pre-determined 
crilerias such as accessibi Ilt}' tc 31 tel nat i vE' ma : ke t 
outlets, strength of 

infr as truc tu ral and .i. nst i ~ utional factor's a'3 well 
as c ropp i ng De t.3 i led descri pt ion of the 
procedul- es hdS been made i n chaptE';- 5 . 

Data from secor:~ary sourc es:-· Mont hly wh c leSdle p I- ice 

Ad d is (~bab a ~..,j 21"'e 

of cereal~ u ndel- consideration for 

obtained from the Na tional Bank o f Ethiopia and the 
Off ice of th e National Commlttee for Central Planning 
( ONCCP ) The data cover the period 1968-1984. The 
initial period corresponds to the beginni~g of 

developlf,ent p r ojects suell as 

comprehensive rur al 

Chilalo Agric ultural [. e velopment" Unit (CADU), Wcllamo 
Ag r i c ultura l Development Un; t ( WADlP d !"1d t h e t hi ,- d f i ve 

\ 

\ 
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(TFVP) of Ls 

U' e 'Q'7' ;fa:; ~ . ""t ._ 1983/8'-1 bV 

region Mir"'!ist ry 

Ag :- ic~lturE arId [SO publ ica.t ie»',:; . 

c. ap ::1(: i t ''/ , a:"'}d [T',anpOWI?C 

i mr :":: t of bee'! 

t~ade ~t3tistic~ . 

1.5.2. METHOD.OF ANALYSIS 

1: .... , e valuate the 

cf fO':JC 

ffi.:1in fGnct ion 

:p.spons i ble the fune t. .i.,Jns ThC' 

i n fluenc~: th!? 
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to test t'le LapaC 1 ty o f the s\,stem mc·tiv3te 

cap3city t he 

spatial ga p s in supp ly a l1 d demal1d 

has beer) analy zed ty USjl1g Li~le s~r ie~ madel. 

Y:: TSC I .. ~ ... • .: 1. ) 

y = T+S+C+! .. . ',2) 

T -.: l""2nd COmpl:l""E-!!",t 

The rnu1tipl.~~at i .e th~ f:il- ·.=. t "f!ode~. impll~5 

th ... .!!.t thE c'J m:::o 'IL,,·; t part.;; of 

outcomes of il-, tE:l'-dep~ndEr;t f .:).ctcrs althc1....1~;;h they ma.y be 

due to d i ffe r ent causes. The .nodel c al~ be t ransfo :-med 

The additiv'" 

form a s (2) above, tloweve~, assu~es ~hat 

thE" fOLd- ha·,/e nQ .J.nd 

j~depellde:'l of e~ch other. a.p pCCD ~· !dte f!~Qde1 for 

t !le a.nalysi ·~ 
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sc.altf'c the 

~u ] tip l ic3tive c' IJdel has be~n select2J . 

:f~stitutional functior1s . 

The effective\'ES~ lJ'f At-1C in wt taln .i!i''; its ciesired 

objective has bee)) eV61!~ a ted by analyzinlJ 0ac~ objective 

wi th tu Thus, 

whet h er AMC has been abi~ to closel) relate t~t E seas~ na l 

and qeographical 3~tbin.ed p,-ice 

st~bility h~s teen e~d!wated. 

a ) 

and 5eason.~ ! 

b) by c OMpari~g Aj(~ j s Ab aba pa~allel nlarket prices a~d 

co : res ponding mo!":ths p r l CE 3 i T1 regic\~ a l markets; 

c ) 

\!ariatlor-~ ta ~csl fl' the l~tegrit! of the mar~.et . 

t ",. I; + + b 

is the cGefflcient o f 

v d !" i a t ion o-F (2tail 

X ! .. is :; dt.J~m ·1 va:- 'j ab ~. E' havl:'1g a .... al '.J e of 

yea :" ~ of free !l'OVeme n t afld v.31ue o~ ~n~ i ~1 years 
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Y = is the total supply af a qiven f0G~ grai !~ 

x " ~ .. is ar. ir:de 

9 ,- a j :"'1 

b.-" b J" U f!: dnd b .. ; ar-e pai'"amete 'r s to be estilf)at~2d 

The ( teff, ""her.'. t ar.c! maiz~ )fooc! ~rat ns h ave 

beell selected Q\~ tt~e basis 

t~eir s~are in cereals ~ut~ut . 

con~u~e.- and 

incentives been assc:ssed by 

in tioe "f'i:-ta 1 COT1sumers 

e) c· ther market cS service 

C Qcpet" a t j ve and P'- ivat= trad'.=,s t~ eei": discussed 

based the lol e ass 1 g:-,c:J to ~hem d!1d limitations 

mar~eting s ystem and 

re lationship between fWllCt12": after the reform has been 

in 

st~Gctu'-e dlld functicn that have oc ~ wrr~d as the ,-esult 

t o v.Jr :"OW5 

pri::e policies 3!'1dlv:ed using pel-centage .3~;d 

-atias. Out~ut elasticity of sepply 
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('13 

x .,. 

x i1'"!co'!":e of the house-held "~;OIP 'Jther SClUl~t. 2S 

fami.ly size 

a ... i , a "I. a". 

Pl-;c e elastic.ity ,:) f o'.Jtput h2= beel\ =pf2::ified by the 

follo~jng Ne r lovian Msdel: -' 

I~ L , P -, . .. J. 

I~ t of 

A I .. ~ - area allo c at i on lagged b·! ~ne year 

- deflated ~!1~1~sa!e price index of foad g~ains 

= i s 

re~:::' - m and , 1 

r)es~ l-ipti8r Gf lhe ~odel h3S been Made IT' ch3pte~ 5. 

Pl- i ce G.'1~5t.1cities of f'ldrkE'ted supply ;"'3S bes'~~, est i mated 

by mUltip:ying 

price elasticity of QutPl.t. 

The ~mpdC t: 'Jf f eo d 

pri cing pDli c ie~-5 0!1 volcme wf aroc p!"od u ce,-s 
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income has bee~ esti ~~ted by Lt-<e el.3st ic. i ty 

of standard pal-tial eq~ilibrium. 

T~le bdSic al~a l y tic~l s tr~~tl~~ e o ~ the 

give n in t~e followj~g f al ~u ld~ :-

Net .i ncom e 

P. , 

::: 1/2 tl", f:" n v 

Gain cr 1055 o f pi-od~cers i~came ~PI) - C .. i~ -p" ~ 

-NELP 

Oi,~ = producti ofl at border price 

v -- v a lLJe of pl- oductic (' 2 t dO ff:es t .. c pI-ice 

n.,., 

t p 

pl-oducer lEvel 

A slightly mu d i'fled uf 

appl led as shown in chapter 5 31ld resul ts i"i=,-e obtained. 

1 . 6. SCOPE AND LIMITA"r ION OF THE STUDY 

The is thG i .;,pac t cf po licy on 
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T t does not CQ\';;':'-

.J r ·d std~e far :'r:s . 

ccoperatives are pa i d 5 P£? " q<.l i nta 1 

samE.' type and q...:2 1ity 

r! . 2 

2nd 11.3) fo !~ the 

than priva.te bu ",' 

fertilizer ( D,~P) a l 10 

is justifiablE' to evaluate the 

impact of pulicy 0 1- ) i-"r- i va te s..?pa,-.3te l "y fr'am 

The study 6158 L:D "Ie-! 5 

It is 

CQllSUmers il~ w~0le fo r m 

by consufPi f I g SeconL11 i" U t O study' 

policy C!1 p r"O d0cticn 

Lef f , 

~t'.JdiEd becc:1 '...Js e aC C CLJ;rt fo,- a 

signi flC .:Jlit ,_, f 

land ilrea. 

In evalua~i nQ the effect 

beCaL.iSE af 1 .'::J::: !. of disagg :-(;:';:j at2c! d6.ta. 
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II1 the case stud~es also~ Dr,ly teff, wheat 

the sample areas. 

Analysis af t~le price ~er i es for the fIve c2!-eals have 

beeT~ based on Addis ALaba ~holesale p~ice data. Tn '!::he 

ab:;:;..ence of mQ:-~th 1 Y 

512' 1·.i. es Add i s 

the basis of the road 1,etwc ~ k l. .... hich cor;;"!ec ts it to the 

supplying regier,s 

tJ-,e (':2t ':'or.al food grain seaso!1al 

and reglonal 

is 1,-J \ til 

Facilities s'.Jch as, 

arbitrage Lhe seaso n al anj 

sLipply. The ,joiriJ1g cf data fr' o~ two SOu,'C2S, National 

8an~: of Ethiopia (r~BE' 

(EGA) may led meaS'.ji- e!"i"E'nt 

LJ5e different ffietllod of data coll~ctio:·). 

Estimcitio~ of the p,-ice elasticity of o'....! cpu t for- food 

or Nel-1uvia!1 Adaptive Ex~ectation 

~ode 1. In this model, lagged of tloe 

OLS estimatol's w~ict, a~e consiatent, t~8ugh balsed. T~e 

co~t: i nat i01' the 
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off-bee;'; and g i Vf?5 Thus, 

the estimators obta~ned f·rQ~ such models tl10ugh uJ,biased 

are not efficiel1t . 

surplJs to i l~pact c~ policy 011 

production prOd,-,cers income 

substitution ~ffects i~~ prod~;,.. t !.Ori and CC.'l:sump t ion 

pa~-ticula!Iy fOf" f i!~ i":",:. Inspl te C,!-r ~L&c.h 

limitatiol"'1 the ITc!'Jdel 1S \'\Iidely in policy 

,) ncl l .y 5 i. s • 

FD 1 Qt"'J.i. ng ths' chap re i· a 

:Elevan't rt'~e r:onfllctipg 

surrou,l)d i ng ma!~ket i ~')9 

pc:.l ic ies and conceptualizdticn of the 

pl-oblems have been discolsed. Chapte~~ 

100\..5 irto 

th~ pre-re~orm peried. 

r t also G ... a."' i {'fe'S the 

is rt~f lect cd i n the p'i-ocess of p,"icf.-:- dEE-t'.:?l-Ml:,'.:=!.t ton~ The 

Fou~th chapter deals with the changes i, thE 

ma,"keting S'lstl?rr'> 

Johr~sion , ECGrlametl- !.C ed. ,Ne ..... J '/c r-k: 
McGl-a t",--Hi 11, 1982, p. 307-·309. 
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major changes ir: rna'-ket~~y and ~rlcjng o~ food grain and 

~0!,c~ional changes 

and c~anges in I:he rela"t:o:t in 

detE'-mination. the output of ma,kE'table 

surpl..J.s, pr ice e:3sticity cwtP iJt an~ the elements 

that influence producers allo c ati ..... e behavior 

analyzed in 

employed dEtermlnlng ~he of on 

pl-oduc- t ion and Chaptei- 6 presents 

the cOf':cl--.;s]cns of the evalL.dtion l.vith r,,~co;nmel:dations_ 
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['. Ll TR?\TURE REYLJ:"H_._~~f\lJl. CD~t;~PTUAL F-'3.AMEWD8K _ OF 

BNALYSJS 

neoc:assical eCGncmic thought, 

been rega r de d 

the aid of whIch p r ofits are It emphasj28s 

of marketir.g a n d ls supplemented by 

analysis af s~pply d e'r2.·:~d l l""! p:' o dL!ct 0.:10 factor 

ma r k e t s • ,-",1 

MaJ · ~· eting. !-)Q wev e;-, i'~ net Just a tE..'chnlc.;:i s),steln but 

a soc ia l 

ClH' ,~espcnding ex'..-:ha~'g2 (tf" ;!(lsac t ion> of info 'I'mation , 

pr~ Dperty :- 19hts, good':. and l!:~j t s o·f to this 

encl s;::>dtial temp o l" ctl tr2nsfCJr· ,!':c:~tion of 

gC"ods,~.' '''·~ aCI1:~ c,"eate a 'n1..1f11ber of utili.t:i e~s such as p13ce, 

tim~ possess ion 31' d fQr'~ of uti l:li Es. 

countries, w i t~ ,-espect to agl'icultuf31 

.nay- I<eting, the dlffi nf allalysi 0 is 

or profit ma~imi2atio!, but tu ~ecom2 Jc q~ai~ted with the 

sys terns in the conte;.~t o f t h e:- i "" 

effects 1 r t o be able to influEnce them 

consciously ta achjeve socia l Objectives . 

also esSe!ltidlly c oncer ~,ed with the exch30ge of r ight of 

ow"e~ship a nd e x te"sion wL t h the futu re disposition of 

P!:'-~ GLlnter "Ma:-ke-ting and 
va 1 . 8, 1978, P .. 12 .. 

Agricultu:a1 
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a.ssets_ The e~~ ten t of t~"5e " 
,­
" 

concent! a.ted in lL{~ har.ds of Individua!s and groups is 

~f exchange or terms of" 'Vdlue; ego tIle price of goods 

ndtional policies 

concerned, including the socia-economic S~·I't.IC tu ' ~E:o of 

aqr'icllltu:-e, landlur-d tenant relationship. These vary 

b etwee:1 the extremes of ce~tr-al socialist direction and 

ldisse2-faire. r:eed 

2. 1 1 55UE<.; I r·; AGR I CL!~ TUi3A~ 

Q..E~)ELOPMEr·JT 

to the p~oductio~ ~T·ocess . I t 

.3.dop t i --Ie se t of 

consideratio~ in dev~loplne ~lt 

considera:ii.ln 

expansion QT 

,', 
I'"! • 

bei \"",g 

do:.. aT', ad 'un·- t - '! . -

(G be g.i V '"?lj 

i='lanning 

the 

How1.::;over, 

. ' 1"_, J.e. Abbott,cp.cj t .. p.91. 

2'7 Se~ fer e:~a~plF F~ank El l i~, "Ag~ic~ltural 

Ma,-keting and Peasar.t St2te transfer j'l Tan.:a,) i a", ihe 
Journal of Peasant stucies, \101. iO, ;\JumbeT" '.-, .July 
1983, pp. 21 l t-2 t+2; UMd Le.le, The l~jork:nq of Grain 
i1arl'ets ir. Selected StatEs 0f i !',dia, C.}l ' re~ 1 Uoiversi t y , 
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there ~ias bee n g ~ Dwi ng sho,t c o m i 1l"',gs in 

s er- icuslv d? l ay development 

·r.a.c t ~ nu 1 1 : fV 

el10Ligh evidenc e of Cdse~ wilen ~lifficulties , .r. ' __ r m a 1- ~. £l t i ng 

produ c ts dis~oul-agE?c! ~!t:.Jduc2r5 f '- ;:"Ii usi r"'!g 3ssistance-s 1l'l 

il:lprCivir.g thf.'ii-

Besides o~tlets fa" th~i!- ~ r aduLe, access to COrlsumer 

goods pL,y role increa5i ll g 

:::O f '_LJ ;3t::?[J and Lern€:'nt fO l-

b(;.t:ter i ncent i ·, ... ·e in 

P"Odtlc-tion for f!)a:- I<et i ng. 

SUppllf:~. of 

is 31so of r.d r t iC:1...!13rl ''j' to 

OCC3 '.3ional P ·,3pe , f\ic. 12, Decen~be r' 1°b8~ p. 27! Harold 
f'1.~:eley 2.:'0 l"'l ic!-,e21 T . l..Jeb~~ )- , r"ld:-ketjJJ.~_ in Developing 
~ou!'"":tries, Werking pap!? ' no 6 J Depart~nent of 
Agl-icultL! .-21 EconomicC'i, I'Echigan State Unive:-sit.y, East 
Lansing, Mlchagan 197Q , p. 2. 

c. 
~ta.rkE'tinq i'l Tan2al"'!i2: 9ar;kqround REsearch dnd £01 icy 
prop05a~_ June 1970 p. ~. 

C''-r See for e:v:af::ple H.H. :.....ou,.Jes, F~iO HDi-gani::a!:iDr, 
of Mari' e-t' s and Ma;"keting: P""cceedlngs jr; Land R!:?forffl df\d 

DevE·lopmer-,t P:- ogr am" , papE";- p'- ·2sen ted to the 
Mediterdnea !' Socidl Scje~~e Research COIJflcil General 
Assembly. Cairo,]962. J. C . Abbott 3!ld J.P. Ma~elian, 

l~iCp-icul tural Ecof' omics and Marketi:19 in \;he TI-Opics, 
ir.Jing Tai ChU 0 g P!- i ',!:ing Ccmpar~y L.td., 197Q ,p.38. 
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deVe 1 op!1'l.?r't ~ '",,-. 

The Sy'5teii" C0rT!f!IUnlcates 

/ 
mart·.et ir.g 

miSl im u(n l-elet l O(:ship tc costs, t hey will hesitate befo,-e 

output 0,· its quality. thE' basis of 

they should allocate theil" sca!-Ct? -eSOU1-.:es 3C dS to 

the r\::-tl.!!"n. 

them so :35 1.:0 md:~lrl;i _E sai;isfactioT1. ::lea.! ly the 

m'.Jst be co',sidel-ed •. )5 

a:"lC C r..!o:-:J i na I, i. I:g ("=:>12 • . ;" of 

the economic- anc! 1.1 1 f:.' of the 1:-

determination, p~ices 

count,y's !'ide and pal t;;'l"T', of deVe!Op::,:.t . .." ) ["pe.- i ence 

in Socia l ist nOlAJ ~ da} s shGirJ that 

rE'lative prices_ Ii. these is 

J . C. Abott, Op . cit . p . 103. 

Herbel-t C . Kriese l. np . cit. p . 1 1 . 

:~l·_'~ WO !- 1 c: BanI-. , "Pr- i c i ng Policy" Ch-:3j: ter 3 ill 
I nvestirlq in Developrf'E'rit Le?~e~_;~Q~!~l __ -=G~f~~l~'~o~'~i~c~I __ ~B~a~~~.~I ·: 
ExpriancE" t".jorlc1 Bc3"'::-: ~ Wa$~i'lgton D.C. 1985 
(unpub li shed gallyL 



increasi0g beli~f that ~ithout t~e complete utllizatioll 

of prices, it i ~ i mpossib l e to the bala~ce of 

p\-Cl ducti on and c onsumptio rl pla;1s a:~d Lo select the !post 

economic variants.7'~' It ~s a weI] 

'" 
it is p :" ima,-i ly by' lr,ea"! ~ of 

the gover prner' t 

rea l izing the DbJectives ~"r i t s 

Prices are therefol-E:.' 

c;:)o:- di natior. C "r;- p la n::. to 

ch,.-onic glut wf PCOduc t 

e~panding or eLl-tailing the; 

improving theil- ~ual i ty . "'~, 

embody -?it le_:\sf: 

and .-e v e rue generati cn . Public 

and marketing C0 1"l t ro l t!1erefare, 

0s ta bli'3J1E?d fa.ct that 

.i nl.0r""! t i ve s Pl- ices of 

material rnc ~]vaticn for 

po 1 icy " 3 ~'; 

fo r" 

I?"t i!p. i r::3 t e 

.31S0 bV 

polic.y aimed at [..: :icjrlg 

designe d in Ler"Vel'tic~ ~ c achieve th0 vari ou s objectives 

35 \/.\/olkons !' le, "On 
E'_r oblems of Eco~omic s, 

pl~ il-ci pls-s 
.. /01 . X X, ND. 

priCE formatio~) " 

3ep t emb£"; 1977 . 

Be 1 a C s i 1-" 0 5 !\la 9 'i , '~Cl cia 1 =-i.~s"t,-,-P..!'--=-'.=L"e~..!T-,-I'-,," " .. ".=o'-"_'",_a ~")c!. 
f:.ol icy (Budapest : Aka~e~jd ~i5~O 1975) p. 2 3 . 

~ .. , Ibid _ p _ 31", 

World Bal'" Op.~it . 
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2.2 0ims of Markel Cortrcls 

1"l ar !~et contT~ols <3.1 e .3.i 'l"E:d to f.?'3tabl ~~·h spec i fic Ilmi ts 

on i 1: '=> O Li tc o mes to 

M3r'ke!: co!'t~ols are 

n ot E'ncis in th e mselves b lJ t are i r,te'lded t o facilitate 

the de c ompl ishr.H:~- lt of basic dev' elQpm '~nt goals, 

5 t im!11 at j ny domE."~1. ie prcciL c tinn C01"'lSurnpt ion 

I '~I~e5pec t i \, 1..: of Guvernment Cr- prope r" ty 

PCoQ, -

d ec i s icn dnd ~asic 

"function Of" 

a c ti v ities 1n St31: C =yEnC)' fUl- c c.n tJol purpcse s , 

E :~ t d bl ishing 

act ~',/ iti:::: :3 s o me 0 f the prjncipal 

~eth ''''Id=. u5ed separ2tel,' Gr' j !l c o mbinati o\l ir order 

to attain cont '- al Lo bj2Cri\!e '..; . ·~·I ' · 

Changes in lhe 

--:l:;:~ Lee E. Pl ~ e s to, ~ ~ ' i'"'d!- I .. E-tl~:g 

Economie s ", JO ~.~ j-n,31 of Dev e lop rlr2 'lr 
vol . 4. 

39 JJ) ~ cJ 

d \..l ~ - i n9 the 

CorLrol i -, Developing 
Studl ~S. let.!:.:? - 68 ~ 

• 
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m~rke ts in the agricLi t wral sect0r . ··· T~e fr ee play 0 f 

market ~0lJI~trjes d i d not yield 

desi r3b le re~ults, and 

on t.hi s 

:'"esu 1 ted, dO t 

ill division of labour a ccQrding t o indivi dual abilities 

bId: in ,) ~j i v islof1 of accor-d i (\9 

in 

~he rale 0'" in+"latji,)>: 

ri .. JL ,- iti':,:l, the t r'ade bat .. lf,cE dTld ~~Q'jerf"Hne '~t 

o f 

the 1-espcnsi bility 

to the 

urban pODulatioll and o ther food deficit dredS. 

Almost countr i es hC·.'E 3lt~mpt~d to accomplish 

U,is Las I·. by c:-e:atjng 

pi::l-astals ut the na tiona l and reg icl','3.1 le'!E ls. Ir. so me 

GI.I!1ter LOl- en::.e ~ op. c: i 'l. 0 . 2. 

"" H . M'lint 1 "A n i i: I:. C· l-p~-'2tatio cf EcO n Ui':'l.:.C 

Bac i-. ...... ardness H
, i!l f'i . r,!. t;g !·· al>.Ja~ S.P. 5il'"1g~12d}, The 

~conof!lies 01 Underdevl?lopment. L::!ndun , O~,ford, New Yo/-J.., 

196R. p. 129 . 

... . fil 1'"1ahidnddjn M~ha mIT'ed. " DevelClp!l19 r.t Strategy and 

P'·oblerr Food Supp 1)" n Ear:y 1 a.desh " • B.::.nq 1 ddE'sh 

Q.t,::·velopme()t S-l;:.udies, vol . 8, lC)8() , p. 71 . 
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ccmplete COOf/t:;wdtivl-'? maT-i~f.?ti~lg S'l~~e~1 ~v adT i nistrativE 

mea :1S. r:iJC~!:!dti"'::.'\s ~,,;e-e rr~adE sole 'fIoncpaly 

resr:rO'lsib le to 

p urchase s a nd 

However cooner a tive s effic ie llt if they 

serv i ce at the SC)/fot? ccs t o~ · JU <"'=' t r.l 5 1 lqht 1') hjgher c ~s t 

elf' even if t he y pruvIde the at t~)e sa me 

cos t . ... ,/, 

(\ f fc;od 

i~ st imu l2ted by the IJt: ll~f t hat ~. i ~ ,~,,,: 2 I: ~- ad i I1g 

ar:cl ,-ich 5i:I'.Jrce Qt- d€.\· £~lcpm~'1t fjnance~"" '; In many r.'oor 

t~ ff'ican cuunt,-jl::-s (Gllnin(::-:::.~ Tan.?dnia, Et': l Opi.~) d sta t~ 

t rddlng system i :lG-' V j tab i y i '1'/0 1 ved 

celltrali 2at ion of 

comp lex t , 

techni.ca ] .=.! n c1 m<3.!l6ger 1 a] s Jr ill s at least of k ind 

....... , 

P c 1 iCy 

LiJ 1 d . 

El 1 ic t :r .Be'g , 

i n f~~ ,- i c a " . 
"Sccial~st Ideol.J9 )' ,:! !,,:d i'"lal-ke ti ng 

1 !', Res-d "'h) }"? r 3nd Stanley 

r. . Ho 1 1 a nder ( ei.:~ ) , !:.L.:ll- k:=> t sand i'1d.1- k E'_-"t-,i,--,l-""q,-~i,-,~-,-,!)~·"e,-\,-' e=-,J,-c"""p,-,-l-,-r",;c~J 

~cor,on;!.es, Ontario: HGf!'~e· .... :ood, I 11 iroi'3 Ii-I,,,,Il ;, DQ ;SE'y' , 

Li mi ted · N-:b lef::Jn, 1968, p . 25. 
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thE trading 

e 1 3bol ::J. te 3CCOuO: t i ng 

,~=·qu i ll.?d . capital I.'\\ill thu,=, be 

led to 

c hange If' I'll i ;-; in t'-ade, i . e . , 1 ab t] ur 

to the !evel I='t-adl!ct!'Q~"t , i . e~, highly 

CE~ntraJ j 2ed and Lomp Ie,·, "'!] th !"'lghly 

sr.: Ct t t e;--ed srral1 q Udqtity 

do;:?s ;"let cC!-Tespond 

to ~:he to ab-;;:ofb it. 

o f Cdpac:ty ve,- y h 1 g~1 

marketing. ~igh ccsts of tn.ark9t i ng :'(·eans lCl-H:?r P )"lC!,~ tu 

2.3 

Pr lei ~'1q o D 1 ~ c .'yL_-"o~n", 

Pas.!tive and negati\/I? effects cf 

p ~- l~:i f")g p o lici es on 

In Venya, thE f\!.atio::al. 

(NCPB) l~ the SO ) E: agl:2f)C'~/ 2U the)" i .::.ec! to import and 
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e~';port rna i?e and purchd~e ;'"n3ize frc:'11 farme~s at 

desigllated depots pr-ic:' s~,t each 

yea~ by the Ministry cf Agricultur~ ~ith tMe approva l of 

the :::dbinet.··'~·· The ::'oard uses 

wh i (" h j s attractive to far"mers. It was found out that 

from )966-)981 periud the ~:-ea plunted t Q loa i :::: e rno '/ Ed 

rough J y j -, li~e wjt~ p~ires. In ) 078 and )979 the area 

planted 1:ii?CaLl~e t'12 ~ICPE 

cw~ta i!ed pur~h35e (f: -3rkc:t pr ice. ,',:;CO All in 

dnu jJol icy to 

and meet its de~elcpme·'t gG~l of ~romoting snlal l !10 1ders 

In Tell: Z a. n l 6 , th'2 CI~)f'lplE.' '''' 

or"ga!"'i Zd ti~.n 0 r th r2 rl:,:~""let institution discouraged 

agricultural p: cc!uc t io :'l. 

number of goods which 1972 to 

3,000 in 1 0 76. 

fer' 211 "S::hedwled" c ,-op ::, l.-.s hich may ~e md,- keted throwgh 

parastatal agenc .ies. "', <.;) 

~' , <!., ]Ohl, C.De.Wilje,op.~it.,pp.15-17. 

p. 19. 

"'13 Catty "Ag~- i Lul t:..!ra l Pr lCl:'g 

I<eilya" ,!dpr' 1 d 

623-2". 
CE'n?lopmer,t, ".lcl. 13 l nos. May' 

Jchn C.de~l"Ji ld~, p • 3t~ . 

Po 1 icy in 
1985, ;Jp. 



di.st~-lct corpora t j 01-'13 . ccntact pOlnts are the 

Crop 

of nOI to e:~port parities. 

Price policy 

Ttle jncf-easing cast of ci-ap parast~tals reduced 

dnd tl~~? j nc rease d los'5ec:-: 

dela )ed Pd·lm2, ·~t·.:; This has led to 

decreased 5. nc.! !.1''1i:'V'l. t abiJ lt y to the 

establish!!"!e~t of 

as and f l;-ranc 1;..:1 lesses of 

d:-ain un 

of the rura l 

popu lati cn. 

In the 

for major feod crops sw~h maIZE. 

pan-ter--itorial and d J 1 

uniform bUYln~ ~r~ce~ th r Q · . .!ghCH..! t the 

,~,,-, SeE:.' for ex...;,nplr.= Jol~n C.de.t..jilde~ 9..2..::.ci t o' pp. 

33-34, F,-ani-. F:ll 
Tan zania", l....!·JI-ld 

i'7,~ "Agricu.ltl; ~31 
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in developinl;) C0uT,tries have used 

in their development effo,-t pLlrs·ulng 

with a variety ~'F ttJols. 

that i:1Si..:fficient at te(~t j on ~as been give" to \;he 

effects of tMes2 po]icies. ~-'7 

Evaluattof1 (, -F ~ith respect to their 

effects on food production and Dvera l .l development 

n~t possible ~lthin the 

to ma'-ket j ng. Th e 

appro.-:1ch uses descrjptive 3,)d diagonistic 

assessment to test whether tr.e gr"ain ma,l-vetilHj system 

Cdn fu1fil1 t!":e textbG~~ theoretical structLlres of free 

competit i on . 

SCUC!i2:i beer. ccn·..:!lJc.ted by 

dO not 

of food syster;. 

ol-gan i .lation in develc~ing COl)nt,-les have prov i der! input 

to policy an~ pragranls but the 

\ I~pac t which ;na: I,~~ ting se~vice c an ~a~e both on 
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SLimptlon extE'flsiv l':: (Hi of 
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Such ti~e se ies data cou l d 

cyclical (e, 

and ir '-a. Lie ( J) to 0~;plain the impa c L of ~a r ke tlng and 

~ricing Of) pro ducers and ~ther InaT-het pa~t icipants. 

ducer':", j r"lcc me 

ca n also be 

e V·3 J ua ted C[J"i:'fficjent 

g!Ve us 

,"ocial loss or .Jain i11 p rod uct ion due to J ;la,-~e t ing and 

p,- icil1g policiES. Such ~eaSllre ca ,' only be obtai r ed by 

using th e concep t 3f economic SUIP!WS. 

'''',1-:: See op.::.i:, pp. 33-3'. ; 

Frank Elli s. 
f01- E;ample 

9..fL..cit , pp . 
Jol"n 

263-283 
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alld Al-nold C. Ha~berger, 
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Comme~""l ts" ~ Seminar pape r n;1. 25, Economic Devetopment 
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£..Utu.tL! 
The effects of im:reasing f' to Pm 

,), S .~ ___ ._' _ , _______ . __ .. 
t ' ."'" ----- --- -----, ----

) I I A 
,·1 ------1-- .-------i~ --1--------. 

P ----¥--- -.+------If------='h------

'----. F~ 

c. 

s. 
..L... ___ ._, __ .. ____ . ___ --IL-__ -'-___________ _ 

O- - ----Q I Q; 

The gain from imp,-oving domestic prices depends on 

elasticity of domestic demand a T,d supply. 

I t is assumed that a r ise i n price may nat only 

attract new seller s, b u t may al s o encourage each 

individual seller to sell more. Similarly prices fi,ed 

on adhoc basis a ,· '. an al- t i fie i a 11 y l ow leve l wlll create 

dis-incentive effec t on pr-Oducel-s whi c h resu l t in less 

than opt imal allocation of rEsources . 

With i~1 sub -opti ma l 3 1 !ccat.icn, the effC'c t Of 

increase in pI-ice P tc Pm call be sn ol"Jn u.sipg the above 

diagram. As s h own o n the diagr am 1 domestic p r cduction 

is 00 .. ) dOlT'es t ic dema nd 

impo rt pr i ce of the good is Pm a n d the price Df the 

local product is P. Tt'e domesti~ p!-o du c er s o f the goad 

do not ~eceive the import price Pm, but the lQW=l~ pr j ce 
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P. Thls ma.y be due tD irnp ol~~ s:.JDsid ':, c . p • . 1'_-:::: '. Ul':.i r.1 

From the it clear"" 

benefits would be derive if price P were il'(cl'e2~ ~u 

because, the real cost of domes t ic !:-Jl ·odw::. ',. :"[;:1 

lower than the nominal cost.S dlld thE t "~e -:!i~ 6UL.'l-.! 

of imports Pms is much higher ~ han th e n,~ j f:i.l~ . flf ] ':' ~:'. 

Economically, the d omestic pr i.~:~ t' 5hLul:J . ~L ('~ .;l!.-d 

to ';;he true ecwnom i c , , 

Governments do not this 

impl ies the liberalization of fOt'ei.gn ~cn~nGE p:)L l ;~ 

it i s app 1 i ed to a! 1 GO'/(.' I t:U f· }II:r., 'It L:. 

however be 

elimination of di stortio11S up 

rate p r ice , r 
L , sound 

to th e 

SL:c.h 

Accord i ny 1 '/' the effect lJ f 

domestic price p t D of"Fic!.;;l i mpor t 

reasily ascertainabl e . 

If the price p increases .,(~.r 

domesti c production IN i j l 

domestic demand will DE·crease by .au to 

'.:;. 1 J ('t i i' ':::. ~. 1 . , , . 

, , 
.. , ' 

"'l l 

' .' . 

~ • t ,_, :. 1' Ie ! ~.' 

will gain .to p).;Q,. or-: their old production and l,-L-'~r' :,r.:~' 

on their additional productio(! . 

higher p r ice, co ns umer s !l-J i ll 

equa 1 to L:>. P"D 1 1 /2( .6- P " I.} D) , Since 

will no 

~P(D, 

three 

longe,' pa y a n imp o( t su e·si d y 

Tocilli ng the gian 

par ties we a.rri ve at the 

p .9, 

\ ' i !: .1: 

c f f !.·- t 

d,e Pasqu.ale L.ScadnizzQ ~nd CoIl in Un.\cl"':, t~.1il:_I'~:_.' .. ;:': 

oq 1 es~_for Measur 1 nQ __ A_qr 1 .CU) ~qr?.! . __ E.).!-j.F~ __ )l;tervent i un 

effec_~.? , Wor'ld Bank Sta.ff ~-../Ol-'- if);;;! rape l- l'lll. :: 7 ' 1 j'.; I1';-:" , 

1980. 
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of 1/2 ( 6 P. til) • 1/2 6P ,(0), i.e., the 

area Band E, respectively. To give this analysis some 

operational s ignificance , we must estimate the quantity 

changes that wi II be induce by price changes. I f we 

denote the e last icities of supply and demand be· ed and 

ed, respectivel y , we have on production side: 

Q ~ (6 PIP) . ed. Q and on the demand side 

o ~ ( 6 PIP) . ed . D. Hence if we know the 

respective elasticities we can calculate exactly how much 

each of the three parties will gain or lose. 63 

The elasticities of supply and demand are basic 

parameters needed to evaluate the impact of deviation 

from the optimum . These parameters quantify the re-

sponsiveness of producers and consumers to price movements 

and provide the basis for a forecast of production and 

. h . d d b h .. . 64 consumptIon c anges In uce y t e marKet InterventIon. 

Agricultural supply response have gained much 

attention in the last decade as development economies 

has focussed on problems of dual economies and f90d 
\ 

shortages. Other factor such as collective barga\ning 

in agricultural export and income distribution pol icies 

63 1b · . __ '_0, p. 67. 

64 Pasquale L. Scandizzo and coli in Bruce, Op.cit. p. 67. 

I 
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have reinforced the necessity to increase our under­

standing on agricultural supply response .65 

Supply response of subsistence farmers to changes in 

agricultural prices may be explained by income and 

substitution effects. A family firm may reallocate the 

total labour time between agricultural activity and 

leisure in response to price changes and incentives. 

The allocation of total time between agricultural labour 

and leisure in response to an increase in output price 

depends upon the family's valuation of leisure in relation 

to work. The family may value leisure as a normal good or 

as an inferior good. If leisure is an inferior good, an increase 

in -the price of agricultural labour (work) will decrease 

the demand for l eisure. This will increase the work ing time 

on account of income effect. As a result agricultural output 

price increase, leisure may be substituted by work, hence the 

production res ponse to price increase is positive as long as 

leisure is a~ inferior good. 

If l e isure is a normal good, an increase in output 

prince may increas e the demand for leisure. This 

increase in the pri c,·of ag ricultural output may give 

the family labour the opportunity of enjoying more 

leisure since the object ive of the household may be 

fixed income. The desired level of income may be 

attained by le ss work with negative response (decrease 
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in production) to price if leisure is a normal good to 

the household. The substitution effect, however, works 

in opposite direction. The increase in the price of 

agricultural output (value work) may encourage the 

household to increase production . The out come depends 

on whether the income or substitution effect is greater. 

Since the theoretical basis for output response to 

prince changes is inconclusive it turned out to be purely 

an empirical question. 

The objective of increasing production is to 

increase marketable supply. It is often dcabated that at 

higher prices peasants sell less due to the fixity of 

their demand for cash income. Myrdal for example argues 

that the major instrument for extracting marketable 

output are the landlords and money lenders in South Asia 

and if cultivators are rei ieved of the toll they would 

not rel c)se the same proportion of their output for sale 

even at higher prices. According to him , the extent to 

which stimul i for change and improvements can be 

assimilated is a function of mass education and abi l ity 

. . d d' . . 66 
to '" ange att ltu es an Institutions . Huang also 

argues that farmers will make every effor t to earn at 

least minimum subsistence amount, but above that level 

the marginal util ity of income falls quickly and 

("JGunnar l'.'{rdal, Asian Drama : An Inquiry into the Poverty 

of Nations, Vol. 11 (Armods worth, Middle sex: Penguin Books 

Ltd . 19( 8) , pp. 10611-1203 . 
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efforts are reduced ... peasants tend to work just enough 

to earn a decent I iving, and not much more. 67 

The plausibility of perverse behavior is quite 

evident. Farm in come level is positively related to 

price increase and as a result on farm consumption 

response to crop price increases can also be positive. 

This positive demand response can partly offset the 

production response and lower the net responsiveness 

of marketable supply to price changes. Thus, the 

responsiveness of marketed supply for crops, a 

substantial part of whose output is retained by 

peasants, must be measured separately from the re -

. f 68 sponslveness 0 o utput. 

Empitical and factu a l e vidence nowadays confirm 

th e optimizIng behaviour of peasant hous e holds to price 

changes than perversity. Scholars who al ign with the 

view point argue that peasants have unl imited cas 

needs, their demand for manufactured goods is elastIc 

a nd they sell mor e output at higher prices than at 

lower prices. They also apply non traditional inputs 

ratio na lly on the basis of r e lative prices of outputs. 

Schul tz bel ieves that :-

6~ 
'Y ukon Hu a ng, "Backward-Bending Supply Curves and 

the Be ha viour of Subsistence Farmers" Journal of Development 
Studies , Vol. 12, nos . 1 - 4 , 1975-76 , p . 176 . 

58 Raj Krishana, "Price Res ponsiveness in Agriculture" , 
M. Meir ( Hd) Pri c~.Pol icy for Development Management, 
(B;>'ti '" _ 1·:".,,, .. ,,: The John Hopkins University Press) 
1 : ' J' p. 86. 
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"Farme rs the world over, in deal ing with, costs, returns and risks are calculating economic agents . Hith in their small 
individual, allocative domain they are fine tunning enterpreneurs, tunning so subtly that many experts fail to see how eff i c i ent they are". 69 

The responsiveness of ~ueers to ..... f'lte.t.ng arrangements and to output price is a critical element In agricultural 
de~elopment and food supply pol icy formulation. It is argued that one of the major causes of food crises in sub-Saharan AfrIca is the distortion of agricultural incentives by governments which are largely based on the assumption that producers are irresponslve to prices. Schultz has pointed out succinctly the effect of distortion of prIces on agrIcultural development and food supply by stating that;-

the biological constraints on potential food production have been substantially reduced by advances in agricultural research and by availabil ity of additional capital. But 

69T.W• Schultz as cited by Narc Nerlove, "The Dynamics of Supply: Retrospective and prospective" American Journal of Agricultural Economics, Vol. 61. nos. 1979, p. 874 
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it has become increasi ngly evident that the 
adoption of re search contribution and 
efficient allocation of capital are being 
serious ly thwarted by distortion of agri­
cultural incentives. It is clearly evident 
that where the price of fertil izer is 5 - 10 
times higher than the price of grain, there 
Is 1 ittle point in research institution in 
undertaking research on methods of applying 
fertil izer or on crop varieties that wi ll 
give a significant response to fertil izer. 
Similarly the supply of credit as well as 
the demand for it, is affected by farm output . 70 prices . 

The evidence from the role of price incentives clearly 
suggests that even whe n the government is doing its best 
restructure agriculture institutionally, and to expand the 
availability of knowledge, and inputs, it finds that output 
diminishs or remains stagnant until these measures are 
supplemented by positive agricultural pol icy. The engines of 
extension and institutional reform do not raise output fast 

h 'h h f'" 71 
enoug Wit out t e stream 0 price Incentives. 

The exper ience of countries with collective agri-
culture such as the Soviet Union, Vitenam and China 
clearly indicate that without adequate incentives to the 
producers, agricultural development, particularly food 
production, does not move forward. F inel y, when 

70~. , p. 885. 

7l Ra j Krishana, Op.cit. p. 89. 
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emphasizing the contribution of price incentives to agri-
cu i tura l growth, it does not mean tha t agr icul tura l trans-
formation can be brought about pr ima ril y by pri ce move-
ments alone. It i s qu ite ev i dent tha t the transformation 
of traditional agricu l ture i s prima ril y a techo -organixational 
ep i sode. The point however, is that price movements can 
speed up the diffusion of innova ti on, the absorbtion of new 
input s, the util ization of new capacity, and e ven ins t itutional 

adjustment, unfavourab l e movement can slow down or arrest all 
these process. 72 

2.5 Gra in Marketing and Pricing Studies in Ethiopi a 

Qu ite a sub stantial mater ia ls on grain ma rketing and 
pricing system in Eth iopia have been assemb led over the past 
years. However, most of these mater ia l s a re feasibil ity 
study types primarily intended to provide information 
necessa ry by government agenc ies a nd international financial 
institutions. Though the st udi es typica ll y focus on economic 
feas ibil ity of proposed project, they also g ive 1 imited coverage 
to the essent ia l e l ement s of the grain marketing system. 

Feas ibil ity stu di es conducted the def ici encies in the 
grain ma rketing system can be corrected by improving 
some marketing facil iti es (informa tion , s torage, 
finance etc.) and increas ing the rol e of the government 
to cooperatives in g ra in trade. 73 For examp l e th e Standford 
Research Inst i tute (SR I) , a ttributed the gra in marketing system to 

73 See f or examp 1 e A 1 an R. Thodey, 11a rket i ng G ra in a nd Pu 1 ses in Ethiopia, Menl o Park, Ca l ifornia, Apri l , 1969. Report no. 16, Bo. ~Jickstorm, Increas ing Efficiency in the National Grain Marketing System of Ethi opia: A pol icy gu idel ine. Oct. 1973. EPID Publ ication No . 14 . 
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lack of credit and informationJ4 It proposed that the Ethiopian 
Grains Corporation (EGC) shou ld be strengthened to correct 
the deficiency. The study concentrates only on the co llection 
and distribution of grain and does not include the supply of 
Consumer goods and modern inputs to the rural population. 
Thus it fails to show us the impact of the system on producers 
in any meaningful way. Bo. Wickstorm notes t hat the marketing 
structure appears to be inadequate to ensure farmers and consumers 
economic growth and equity. He attributed the fai lure to market 
inte ll igence which leads to excess ive margin for the grain 
trade rs. 75 He proposed that producers should be organized 
into marketing cooperative to benefit from the Extension 
project implement2tion Departmen t (EPID) program. He indicated 

~ 

that RrOsuGe rs are sen s itive to pr ice, but did not produce any 
ev idence for bel ieving so . The study concentrated only on how 
t he market should be expanded and orga nized in order to 
accommodate add i t ion31 production wh ich was assumed to be 
give n. Thus it di d no t indicate to us how market ing system 
affects t~p ;'r ..... ..4lt,... ~ :c;. i ncent ive. and eff ici ency. 

Manning also observed that the lower leve l of the 
market ing system wa s not compe titive. He noted that 
the farmer s are only inf ormed with the past price and 
information on current price i s ava il ab l e to them they 
arrive at the ma rket , and they can no t make any pro-_~_ 

' ~ ·I\l d n R. Thodey, ~b i~ . 

75 Bo. Wickstorm, Qo .cit. 
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fitable decision on the bas i s of s uch information. 76 He 

bel ieves that producers wi ll respond to the ex i st i ng 

price level and whethe r to se ll or withhold their produce 

depend on the preva il ing p rice l e ve l if they had a pe rfect 

knowl edge of it . Thu s, he did not sho", the effec t of rna rket i ng 

a nd pr icing on producers behavior in the long ru n. In stead 

he tried to show the competitive nature of grain marketing at 

h ighar 1 eve ! s in the ga in market ing system. 

The grain storage and ma r keting project appraisal by the 

World Bank identifies the imperfection of the gra in marketi ng 

system which by and l arge worked aga in st the producer's 

advantage. It proposed the formation of Agricultural Marketing 

Corporation (AMC) to overcome the deficiencies of the system. 77 

The recent grain marketing study by SWED FARM in d icated that the 

inefficiencies in the operat ion of AMC has resulted in high 

marketing costs and low prices to producers. 78 

As is the nature of feasibil ity studies t he above ones have 

.. 

endorsed capital intensive t ec hno logies, in s itua tion s where l abour 

and cap ita l costs are such that labour in tens ive technologies 

wou l d be more appropriate. The studi es have mi s j udged the 

compat ibil ity of new capita l intens i ve infrastructure with 

existing patterns of product ion, distribution and consumpt ion. 

76Winfried ~la nnin g, Ma rke ting of Sel ected Agricultural Commodities in the Bako a rea of Ft hi ol' .a, ~off)",l u'liversity, November 1973 , Oc ca~ ;0rld i pdpo.::l rw:- u-:;-:--
77Wor l d Sa nk , Arpraisal Report on grain storage and market i ng 

project, !I..5!~icuI~u.r~1 Market ing Co rporat ion (Addis Ababa, 1977) (Mimeographe~l-\nnex 3, p . I. 

78 SWED FARM (AS) Gra in Marketing Stu<!'y' (Ethiopia) Stockhol, 
October, 1984 . 
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Some of the studies had adopted descriptive approach to 
the marke ting system. Valuab l e qual itative information from 
e ighty Awrajas of fourteen Administrative regions in 1971-72 
was co ll ected by the Min i stry of Agricult ure which can show us the 
principal grain flows and storage centres at the t ime. 79 

Holmberg attempted a brief rev iew of the ma rket ing and price 
pol icy of food gra in which evolved in 1976. He a rgued that the 
government, in a n interest to motivate producers and protect 
consumers 'ntrod~ed min !.mum pr ice I'oc produc.ers and its ce iii ng 
fa< consumers . His conc lusion was, that the government food 
grain price pol icy failed because peasants withheld substantial 
amount of gra In f rom the market O1ld irr",.eased the.,L.r farm ""flSUlXlPt4on 
which in turn derived consumers prices up.30 The activities of 
~te commerce and service coope ratives in Kembata and Hadiya Awraja 
had also been de scribed by Al emJ yehu Lirenso. BI 

All the above descri pti ve s tudies suffer from inabil ity to 
offer normative so lutions to questions conce rning pol icy and 
planning of marke ting system. Although some of them provide 
knowledge of the fun c tioning of trade institutions, they under-
play the po tenti a l dynamic impact of marke ting institutions in 
achiev ing deve lopment goals regarding effici ency, equ ity, growth 
and employment. 

79Ministry af Agriculture Survey and analYSis of Grain Marketing Structure in Eighty Awrajas, Addis Ababa, 1973. 
80John Holmberg. Grain Marketing and Land Reform in Ethiopia, Analysis of Ma rke ting and Pr icing of Food Grain in 1976 After Land Reform (Scandinav ian Institute of African Studies) Researc h Report 41m, Uppsala , 1977 . 

81Alemayehu Lirenso , State commerce and Serv ice Coope ratives in Kembata a nd Hadi s, An Econom ic Geo ra hic Anal sis (Unpubl ished M.A. Thesi s Addi s Aba b ~ June , 19 
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The joint of Ethiopia and World Ba nk Mission has ma de a 
diagnostic and descr ipti ve assessment of food grain ma rketing an d 
.. . E h ' . 82 prIcIng In t ,op ,a . 

It recognizes the d isincen tive effects of the current pr icing 
and marketing pol icy on farmers' wi ll ingness to adopt fertil i zer 
and thereby on th e l eve l of outpu t and inc ome . The study used the 
benef it -cost ratio of using non farm inpu t to output price to 
show the disincentive eff ec t s of the pricing system. Howeve r, it 
does no t object ive ly s how the re sponsiveness of producers to 
pri ces and the appropriate pri ce po l icy that should be adopted by 
the government. 

Shiferaw had analyzed the r e tail price index for Addis Ababa 
and wholesale prices of se l ected commodities for selected towns 
covering the period 1974-1979 and concluded that the re has been 
persistent and sig ni fica nt increase in the price 
and se rvices. 83 He attributed the causes to li st 
of which is a def iciency in the market structure . 

of most goods 

of factors one 

He did not, 
however, s how how the deficiency in the marke t s tructure contributed 
to price esca lati on. 

By estimati ng output elasticity of ma rketed supp ly fo r different 
price regimes flu lat has conc lu ded that peasants are responsive to 
prices and recommended that price pol icy should be de s igned in such 
a way as to motivate producers to adopt modern inpu ts which are 

84 e ssenti a l for expa ns ion of production and marke t supply. Although 
many resea rche rs had dea l t with seve ral aspects of the grai n 
marketing and pricing system in Eth iop ia, none of them ha ve dealt 
with the impl icat ion of pol icy on the leve l of output and producers' 
income. The refore, there is a ser ious gap in our knowl edge con­
cern ing the impact of grain marketing syst em on the l eve l of output 
and incomes. 

82Jo int Gover nment of Ethiopia Wor l d Bank Mission , Rev iew of farmers' incentive and A ricultural Marketin and Distribution effic iency Addis Ababa, Ma rch , 19 5 

83Shife raw Gurmu , "An empi ri ca l analysis of recent pr ice trends in Ethiopia" Ethiopia ,!Qurn~of..,.Oj!velopment Research VoJ. 4. No.2 October, 198 0 . 

84Mu la t Demeke, The Suppl Res onse of Subsistence Peasants , The case of Teff growers in some Districts of Shoa Unpubl i shed MSc. Thesis, Addis Ababa, June 1984.) 
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3. The National Grain I~arketing System of 
Pre-institutional Reform 

The grain marketing system serves an important task of bridging 
the temporal a nd spatial gap between product ion and consumption , 
between supply and demand. The temporal and spatia l dimension 
of the food grain marketing problem in Ethiopia arises due to two 
important factors : 

A. Production is concentrated to 4-5 months (~~ry_ - May) 
while consumption takes place continuously production is also 
highly variable due to variabil ity in weather condition. Thus, 
the marketing system should be able to ration out supp l ies as e venly 
as possible from one harvest to another and a lso from bountiful 
years to years of shortages. 

B. Consumption is relatively concentrated where as .production 
is dispersed spatially which requires prec~rement , transporting, 
storage, distribution and financing. Moreover, food gra in production 
in Ethiopia is highly skewed with imbal a nces in reg iona l demand and 
supply. 

The system connects mill ions of subsistence producers 
who dispose a small proportion of their output to the market. 

~-;> The way the subsistence sector enters re la tion with the market 
determines its impact on the leve l of output and producers income. 
The system a ims at capturing the subs istence sec tor and draws it into 
the modern sector . The subsistence sector may resist 
cap~l1re by the market forces and cont inue its 
trad itional autonomous form of exis tence,86 unl ess 
attracted by positive inducements . The traditional 
peasant cannot easily be pushed in to the market. He 

860esSalegn Rahmato, Agra rian Reform in Ethiopia, Scandinavian Institute of Af ri can Studi es , Uppsa l a , Mota lu, Gnafika, A.S, Motalu, 1984, p . 66. 
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must be pulled into it , encouraged, and enticed by 
positive inducement, among which the most effective 
way has been found to be a set of incentives, the 
possibility of higher income .87 

The grain marketing system can be evaluated on the 
basis of its effectiveness in accompl ishing the task of 
pull ing traditional farmers in to the modern exchange 
system . 

3.1 Organization the Grain Marketing System Before 
Institutional Reform 

The national grain marketing structure in the pre-
reform period was generally classified into four different 
levels according to size. The system, thus, consists 3 
terminal markets (Addis Ababa, Asmara, and Nazreth), about 
15 regional market towns (more than 20,000 inhabitants) and 
about 2,500 rural market villages. It was estimated that 
in the mid 1974 the system was connected to 4 mill ion farmers. 88 

The system was mainly operated by the private sector 
save for a few gorvernment establ ishment meant to regulate 
and service the system so as to improve its performance. There 
were multitude of intermediaries such as assemblers, wholesalers. 
retailers, exporters, mill e rs and processors. Besides, there 
were a l so agents and brokers89 Bo Wickstorm estimate the number 
of grain dealers in 1974 to be 12,500 - 25,00 in rural areas, 
and 4,000 - 8,000 in towns. 90 

The type of market where exchange take place were 

87Elliot J. Berg, Op.cit., p . 41. 
88See for examp l e 80 Wicksform, Op.Cit ., p. 9; Lars Haglund, The Grain Marketin S stem of Chilalo, A Oescri tive and Normative na ysis . Research Task No. 12, Asella , July 197 , p. 11. 89Alan R. Thodey , Op .cit., 
9080 • Wickstrom, Op.cit., 
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also numerous. TI><i> process cauld start .in tl:le rural areas 
from farmers' house where exchange take place between 
neighbours. There were also road side stalls small rural 
markets, periodic town markets (urban), daily town markets, 
daily central markets. 91 

3.1.1 Principal Product Flows in the National Grain 
Marketing System in t he Pre-reform Period 

The grain flow in the marketing system o~i9inates from 
the farmer who after rent payment in kind to the lendtord 
in area of tenancy, deducts the amount to be stored for his 

own consumption and seeds decide on how much to dispose on 
the market. 92 It was estimated that in areas under tenancy 
(which was estimated to be 40% of the total cultivated land) 
between 13 and 27 percent of the total agricu.tura1 outp~ ~ 
extracted through land rent. 93 From this amount the landlords 
retain some proportion for their own consumption and market 
the substantial proportion. 

The domestic demand had not been met only by the 
domestic supply. There were also substantial amount of 
food imports. Since the imported food grain -had been 
generally wheat, it directly went to the flour mil Is. 
Thus, the imported grain enters the marketing system at 
higher up in the heirarchy while domestically produced 
grain enters the system from the bottom. Grain flow 
with in the system is shown in the following diagram; 

911bid , p. 9. 
921bid, p . 14 . 
93 I LO/JASPA, Social ism from the Grass Root: Accumulation, Employment and Equity in Ethiopia, a report prepared by an employment advisory mission organized by ILO/JASPA , Addis Ababa, September 1982, p. 85 . 
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As shown in figure 2, the marketing system was divided Into two sub-system i .e . , the urban and the rural sub-system. 
In the rural sub-system gra in dealers, agents and 

retailers directly buy from the farmers and landlords . The farmers can also sel l directly to rural consumers. 
The rural dealer move the grain up to the lower level of the urben sub-system where they sell to the wholesalers. 
The wholesal e rs a t t he lower l eve l of the urban sub-system were also able to buy from farmers and landlords directly. After storing for somet imes or immediately , they transport the ~rarn to the terminal markets where they sell with the help of broke rs or to a fixed customer. 

The higher level of the market ing system was well 
organized with storage facil ities, financial capacities to be able to undertake long term storage . The wholesalers in the terminal marke ts supply the flour mills, urban retailers and Instructional buyers . 

Processing of food grain had been and still is entirely the responsibll ity of the consumers except ·for wheat. Wheat would be transformed Into whea t flour which would be dis­tributed to bakeries and in packaged form to retailers. Con­sumers buy processed wheat in the form of bread or packed whea t f 1 ou r . 

According to Wickstorm, in 1974 there were thirty big mills in terminal markets with a total capacity of 200 -250,000 tone s and about 4 , 000 5,000 local mills in 
towns and vill ages which operate on fee basis. There were also 100 major bakeries in the terminal markets and unknown numbers in small market t owns. 94 

3.1.2 Government Paricipation in the yrain Marketing 
System Before institutional Reform 

in an attempt · to regulate the grain marketing 
system, prior to the revolution , the Ethiopian Grain 

94So • Wi cks to rm , Op.ci t . , p . 13. 
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Board (EGB) and the Ethiopian Grain Corporation (EGC) 
were establ ished . The Agricultural and Industrial 
Development Bank (AIDS) and Agricultural Input and 
Marketing Service (AIMS) ,.ere also created to extend 
credit to farmers and supply inputs. 

The Ethiopian Grain Board (EG8) was created with the 
purpose of (a) maximizing the export of grain, flour, 
pulses and oilseeds, (b) improving the qual ity and 
grade of these commod iti es entering into export trade 
and (c) to protect Ethiopia's foreign exchange 

.. 95 position. 

The Board was empowered to (1) regulate the price at 
which grain, flour, pulses and oilseeds may be purchased 
and sold for export or domestic consumption, (2) 
designate the countries to which grains and oilseeds may 
or may not be exported, (3) counsel with the Ministry of 
Agriculture with respect to qual ities and types of seeds 
to be planted and general planting and marketing problems, 
(4) 1 icence and coll ect fees from qual ified appl icants to 
clean and grade grain, flour, pulses and oilseeds, and 
(5) 1 icence and control all exports of grains, flour, and 
oilseeds from Ethiopia. 96 

The Board was defunct for 20 years due to lack of the 
government commitment to impl ement it and it was reactivated 
in 1970 due t o increased pressure from exte rna l buyers and the 
demands of foreign trade. Since then, it had attempted to 
introduce a system of standardization and grading in 
collaboration with the Ethiopian Standard Institution97 

particularly f0r export crops. 
The Soard had also contributed in building up a 

market intell igence system of information on prices, 
supply and demand both in domestic and expo rt markets. 

95Negarit Gazetaa, Proclamation for Establ ishing the Ethiopian Grain Board, ProclaIT8ti on No. 113 of 1950 (as amended by Decree No. 30 of 1957). 
96 1b id. 

9760 • Wickstorm, op.cit., p. 14. 
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The Ethiopian Grain Corporation (EGC) was created in 1960 
as a share company with the Ministry of Finance a nd Comme rci a l 
Bank of Ethiopia at share holders. The objectives of the 
co rpora ti on we re to encou rage increase in agricultural pro­
duction throughout the country by stab il izing the market, 
improving the qual ity of agricultural products and exporting 
s uch product s . Broad powers were given to the corporation 
to enable it to achi eve its objectives. It could purchase, grade, 
process, mill , transport, store and sell gra in, pulses and 
oilseeds, es t ab l ish and ope rate purchasing stations throughout 
Ethiopia, determine the price at which to buy and sell, to make 
expor t sales, se 11 s in domest ic ma rket, make contracts. 98 

There were also attempts t o extend credit and supply 
inputs t o producers though the major benifeciaries were the 
landl ords. The Ag ricultura l and Industri a l Deve l opment Bank 
S.C. (AIDB) extended cred it to farmers through EPID. The 
loans through EPID we re avai lab l e ma inly in the form of fertIlIzer. 

Fertilizer import was under Agricultural JQPut and 
Ma rketi ng Service S.C. (Alt1S) which was formed by AIDB. AIMS 
import, procure , distrib ute a nd sell agr icultura l inputs such 
as f e rtil izer, p€: st icides, he rb icides, f a rm . impl ements, etc. 
through inte rna ti onal tender . It was not known whether AIMS 
was a bl e to pre ss prices down and suppl y farmers at the lowest 

·bl . 99 P OSS I e price. 

Besi des creat in g the above o rgan izati on, there 
were systems of I icencin g and reg istra ti on which were 
mea nt to regu late the grain market though not impl emented 
in practice. All tr~ders were required t o be 
reg iste red \"ith the Ministry of Commerce and Industry 
and annual reg istrat ion were made by a municipa l ity. 
Cleaners were I ic enced by the Ethiopian Grain Board and 

98 General Not ice, No . 26 7 of 1960 , as amended by Ethiopian Gra in Co rporat ion amendement o rder, 1964. 

99 Bo • Wicksto rm, op .cit . . 
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exports and millers were a lso registered with the Ministry of Commerce. 

The unfair trade practices act theoretically makes It 
illegal for anyone to tamper with free flow of commodities through the marketing system. A proc lamati on that establ ished a standard system of weights and measures which was issued in 1970 was not ope rative until 1975 because associated regulations were not issued. IOO 

Other institution such as the Ethiopian Highway Authority and Telecommunica ti ons Authority had important effects on the grain marketing system particularly in improvement and expansion of main roads, feeder roads and telephone network. 

3.1.3 Function in the Grain Marketing System 
The grain marketing system of the pre-reform performed several functions. Aided by the function of pricing, financing and information handl ing, the usual functions of the system were storage , transportation, negotiation, grading and cleanIng. 

Products were sotred at 11 levels in the marketing 
system varying in time and volume . Longtime storage 
made at higher l evel in the marketing system where 
storage facil ities and working capital were avai lable. 
The farmers holding capacity was not ascertained. Bo. Wickstorm estimates that each f a rm househo l d could 
store between 7.5 to 10 quintals making the nations 
storage capac ity around 4 mill ion tons. The Stanford 
Research Institute (SRI) est imates that farmers could 
not store at all . They dispose of all their grain 
in excess of consumption between January and Hay. The 
market structure survey of the Ministry of Agriculture 
estimates the tota l storage capacity at different levels 

100Negarit Gazeta ,The Ethiopian Standards Institution Establ ishment Procelamation, Proclamation No. 300 of 1970. 

J 
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in the gra in marketing system at a round 370,000 tones. 

In general, the re were l ow storage capacity at the lower l eve l in the marketing system due to lack of capit;; l and facil ities . Storage costs consist of shrinkage loses due to mo lds , insects, vermi n , e tc., interest costs on value of grain stored a nd cos t for depreciation and operation of storage facil ities . Anothe r important function of the marketi ng system is transporting products. Marketable suppl ies must be transported from surplus t o defic it areas and tr.e cost of transportati on is one of the majo r dete rminant of the cost and efficiency with whi ch the marketing system perfo rms its funct ions. In addition, transportation largely determines the amount and location of the marketable su rplus tha t can be effecti vely integrated into the ma rket ing system. 
In the pre-reform period, as it is today, transportation at the l owe r l evel of th e marketing system was generally by pack animals and humans. de Young in his study of the market village of Sagure discove red tha t the re were 4 , 000 pack anima l s on one majo r ma rket day with an average load capacity of one quintal, vlith the possible load into the k f b 4 00 ton S • 102 Th h ' h . th 

mar e t 0 a out e movement Ig er up In e hierarchy were usually by trucks which we re es timated to be about 3,500 of which 2,300 were with tra il e rs in 1974. 10
3 Transpo rt ra t es vary with mode of transportation , roa d conditi on , season and d irection of transportation. Pack an imals we re found t o be mo re expensive than trucks where eve r such alternatives ex i st . Ra tes on dry-weathe r roads we re often 3-4 time s as high as for 

101See fo r examp l e Bo. Wickstorm, op.c it, Alam R. Thodey, 
op.cit., Ministry of Ag riculture, op .cit . 

102de Young M., Market Towns of Ethiopia, ~ . report prepared 
for the Comm; ~ t e~ ~~( Reg ional Deve l opment. Ministry of Pl anning and Development, Impe rial Ethiopian Gove rnment. Add i s Ababa , 1967, p. 15 . 

I03B W' k . o. Ie storm, 0p.Clt, p. 18. 
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all weather road. The rates were lower for longer dis-

tances than for shorter distanc es. In 1974 the entire road 

infrastructure serving the transportation system consisted 

a bout 8,000 kms . a ll weather roa d a nd 16 , 000 kms. unimproved 

104 
roads. 

Products handl ing usual ly goes with storage and trans-

po rtat ion of which loading a nd unl oad ing is one aspect. 

Loading and unl oa ding was by huma n which was Bi rr 0. 10 per 

quintal . 

The third impor tant function of the marketing system 

is standardization a nd grading. This a spect of the marketing 

functi on wa s impo rtant fo r effective communication a nd also 

f aci l ita te ma rket in g ope ra ti ons. Standards were required for 

wei ghts a nd measures a nd for qual ity. 

In Ethiopia at the lower '.ve l of the marketing system 

particularly in the rural a reas weight and .... sure vary and 

grad ing of grai n we re usually based or. ~ ~Iour a nd origin which 

were often made by inspection. Higher up in the market system 

weight and standards were used. 

The absence of uniform weight and ~ea su res as well as 

prope r g rad ing sy.tem exposes the produc ers t o ex ploitat ion 

by the middl e man . 

Negotiation is anothe r important function in the 

104 1bi d . , p . 19 
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grain mark~t in g system. Negotiation takes place during 

the transfer of ownership title to the good at different 

levels in the marketing system. The Stanford Research 

Institute States that on the average there were about 

2.6 transactions between producers and ~onsume rs in 

l oca l grain trade. Negotiation also reflects the power 

~tr~cture or influence the market participants have on 

one another. During transaction, the farmer may 

negotiate with agents or assemblers. The ~ besl.des 

his rewards from the princIpal, tries to push the pr.~e 

of the producer down wards so as to obtain extra 

benefits from the system. The farmer may bring his 

supplies to merchants and may negotiate for price 

offered . The farmer may take his product from one 

~rchant to another until he get the best offer. Though 

superficially this may seem free competition (since the 

farmer is the price taker and his supply or withdrawal 

from the market does not affect the price level as some 

1 
d f · 105. 

11 

peop e may try to e In e, It was not actua y so. 

The presence of homogeneous selle rs each sell ing on ly 

small lot with no influence on the level of prices 

is on l y one condition for the prevalence of free 

competition but not the only condition . Such condit ion 

as perfect information about prices, qual ity and 
105 See for example Alan R. Thodey, op.cit., p. 6; Winfried 

Manning, op.cit., p. 18 . 
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standards by both producers and buyers and a bsence of 

collusion among merchants which is anothe r important 

assumption of a free compet i tion was absent. 
In the proce ss of negotiation, all factors worked 

against the farmer . He d id not have a place t o store if 

he wanted to ~ostpone his sells. He could not postpone 

his sel Is , because he may be in d ire need of money to 

meet his obi iga tion. He lacks info rmati on about 
regional and national market prices and their movements. 

The absence of grade and standards a lso place him in 

a weak position vis-a-vis the dealer . The dealer take 

advantage of the ignorance of the farmer and penal ize 

hi m for unclean grain ",hi l e he does not reward him for 

cleaned ones . The farmers may quite often were cheated 

by incorrect weights. It was shown that this could go 

as high as 12 percent of the value of th e product. 106 
On the othe r hand higher up in the marketing 

hierarchy , both sellers and buyers were on equal 
footin g . Sellers could postpone sales and speculate for 

better prices because they had storage facil ity and 

financial capacity . All in all, the term in a l market 

merchants were in more a dvantageous position with 

respect to price negotiation. They were integrated with 

the mills (i .e . , they were e ither shareholders, the 

flour mills or agents for the mil l s). They had I06 Loas Haglund, op.cit., p. 15 . 
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sufficient financial and storage facil ities and they could easily corner the market. 

The fifth important function of the marketing system 
was the market intel I igence . Effective operation of the 
marketing system require flow of information \"ith in the 
system. Crop harvest forecasts, projected sup~ly, actual supply situation and information on var ious local 

conditions were required at higher up in the marketing 
system. At the local l evel, volume traded, storage situation, price development and day to day price were required. 

The lowe r level of the marketing system specia lly 
the farmers were highly at disadvantage with regard to 
information . Information on the past price and current 
price were available to him after he arrives at the 
market. He would be ob i iged to sell his gra in even if 
the prices were below ex pectati ons because of immediate 
need for cash, difficulty of transporting back to the 
farm, and lack of storage facil ity at the farm. 

The sixth funct ion of the market ing system was 
financing. The marketing system need both investment 
and working capital. Capital was available at higher 
level in the marketing hierarchy for merchant could 
obtain credit both for investment and working cap ital 
from the banks. On the othe r hand there were no credit 
facil ities for the farmers which may help them carry 
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over f rom one ha rvest to another. But such institutional 
c red it was ava il ab l e on l y for fe rtil izer but not fo r other 
market transact ions. Thus, th e farmer borrmoJs from private 
sources whose rate was several times the amount advanced and 
keeps him in pe r pe tual indeb t edness . 

The impac t of such marke ting arra ng ements and pr icing 
systems on the level of output and produce r' s income 
in the pre-sys t em pe r iod may be fur ther ill um inated by 

ana l ys i s of pri ce se ri es. 

3.2 The Behavior of Food Grain Prices in the 
Pre - re form Per iod 

The beha v ior of pri ces in presponse to changes in 
marketing condition is one of the performance c riteria 
of a market. Large f luctuati ons in pr ices whil e 
indicating the ma rket's sensiti v ity to interac ting 
forc es of supp l y a nd dema nd are genera lly conside red 
undesirab le because of economic risk such fluctuations 
impose on indivi duals . On production s ide, these r isks 
create se riou s d isincentive and have a dep ress ing 
effect on the national ou t put. Fo r p lann ing purposes , 
the magn i tude of p rice fluctuations s igna l defici encies 
which can be e l iminated through app ropriate in vestmen t 
and pol icy measures. 

J 
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Price behavior can be discerned by decomposing time 
series data Into trent (T) • seasona l (5). dycllcal (C). 
a nd Irregul ar (I) components. Thus: -

y : T SCI ( I ) 

Y = -r+-s+Gt I . . • .. ...... . . .. (2) . where 

Y = The observed pr lee 

T Trend component 

5 Seasonal component 

C = Cycl leal component 

= I rreg ul ar component 

The decomposit ion of the price series has been attempted 
by us ing the mu ltip l icat ive mode l . The mode l can be trans ­
formed In to addi ti ve form by log transformation. 

l ogY - 10gT+ logS + LogC+ l og l . ..• .. . . . .... (3) 

The trend variation In the se ri es Is assumed to be a 
l ong- term movement In the price of the commod i ty UDde r 
discussion around which other factors osc ill a t e. I t Is 
expec t ed to reflect ba s ic and l ongt e rm change In s up pl y 
and demand . This may be due to cha ng es In production 
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patterns , movement in s ize and deg ree of ma r ket dependent 

population a nd shift in consumer taste. 

The seasonal component in the price series is stud ied 

to see the capacity of the marketing system in rat ion ing 

suppl ies from one harvest to another. The seasona l 

vari abil ity in price may create an in centive for produce rs 

and me rchants to store commodity until suppl ies are generally 

scarce. 

The cycl ical var iat ion in food grain price may result 

fr om variation in the leve l of agricultural output wh ich 

may be due to weather and producers response t o prices. 

Produce rs response to food gra in prices may have powerful 

effect on generat ing the cycle and this will be discussed 

in deta i I in chapte r 5. 

The irregu lar pr ice var iati ons a re those fluctuations 

that cannot be expl a ined by a ny of the above three 

components . They are usually of short t e rm nature . 

3.2 . I The Da ta 

Analy s i s of price be havior require se ri es of price 

data for sufficient period of time. Food g ra in prices 

were used to be co ll ec t ed by various agenci es l 07 for 

I07Ministry of Comme rce and Industry , Addis Ababa Retail 
Price , 1950, CSO, Addis Ababa Retail Price Index Sta rting 
1965. Chambe r of Commerce, the Ethiopi a n Gra in Corpo rat ion 
since 1960. The Nationa l Bank of Ethiopia. 
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d ifferent purposes . Most of t he agenc ies had s topped 

collecting price data after t he in stitut iona l ref orm and 

the prev ious da t a were mi splaced o r destroyed a nd a re 

no t ava il ab l e for use rs. One of the most important 

orga ni za tion s wh ich used to co ll ect, compil e and 

d i ssem ina t e g rain price da t a was th e Ethiopi an Gra in 

Boa rd (EG B) which was 1 iquidated in 1979 and its 

functions were d ist ri buted among AMC , the Ethi op ia n 

Oi l seeds a nd Pul ses Export Corporation (EOP EC) a nd the 

Ethiop ia n Standard In st itution . The ri ch pri ce da t a 

col l ected by the Board was lost in the process of 

tra nsfe r and a t present t here i s a g reat d ifficu lty to 

obta in price da ta f o r a long pe riod of time , 

par ti cu la rl y on monthly bas i s. Whateve r information 

ava il able i s la rge l y for Addi s Ababa. 

S ince one of the objec ti ves of th i s pa pe r i s to show 

the e ff ect of pri ce pol icy on the leve l of output 

th rough a na ly s i s of pri ce se ri es, data on producers 

pr ice , vo lume sold at d iff e rent pri ce l eve l in a g iven 

ma rke t i s required . Howe ve r, such data i s no t 

a va ilab l e . (Th e CSO has started col l ecting produce r s 

price in 1980 a nd it ha s re leased informat ion on l y for 

198 1). Data is a l so required on mont hl y bas is to study 

the seasona l ity of commodity pr ices. Wha t eve r sca nty 

inf ormat ion ava il ab l e is one annual bas i s . Howeve r , the 
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National Bank of Et hiop ia (NBE) has monthly wholesa l e 

price data for the se l ected food grains for Add is Ababa, 

Asmara and Naz re th for the yea rs 1368/69-19711. Reports 

of tha former gra in ~gency to the Mini s try of Domest ic 

Trade a nd the Off ice of the Nationol Committ ee for 

Centra l Pl anning ", I so conto in Addis Ababa whol esal e 

price se ri es . Although there we re diffe rences in the 

met hod of data collection (the Nat iona l Ban k co ll ects 

data on 15 days basis while the Ethi op ian Gra in Ag ency 

co ll ects on a dai l y basis for 26 days/month a nd ave ra ges 

it to arr ive a t mon thl y who lesale pr ice). The price 

information from the two sou rc es we re compo red for the 

same period and fo un d to be more or less s imi l a r . Thus , 

the researcher has used Add i s Ababa who lesa l e foo d g rain 

prices from the two sources to ana ly ze it s behavior. 

The analysi s cove r s the per iod between 1968/69- 1976/ 77 . 

During thi s period p roduce r s prices we re in re la tive 

sense re lated to Addis Ababa prices due to the more or l ess 

1 ibe ra l ized na ture of the ma rke t. Due to tra nsport 

net work that 1 inks i t to the supp l y ing reg ion s a nd 

it s loca tion , Addi s Ab aba wholesale g rain price may 

represent the na ti ona l who l esa l e g ra in price . 
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3.2.2. An AndJysi~ of Price Behavior' 

3.2.2.1. I.he T"end Comp'..Q.D~nt 

It has been inG}cateci t!-re tler~d 

arou~~d WhlLh olt-:eT p l-ice lI~ove!lent '_~ o5cilJ2.te. 

The esti!nation of the trend variatioT' &ram the price 

~er i es ha.s !...;eer 2.itt~.y:pted botti boy f ' egressi. . .Jn ap-p r oach. 

Linear equation of 

both aritt"': !!12tic fo~ms were fitted into 

t~le data. ThU '5!-

v .. = a .. b 
" 

+ E? '. J 

y .. - db ., e .. . . . . . . . . . . ~ 2 ) 

log'/ , .. 1 ega ". :"9b + e .. . . . ( 2 J 

vJhere: -

VI - observed pel- quintal price in mc"th 

a~b : paramEter~ tu be estinlated, ~nd 
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TABLE 1 

REjORESS I ON RESULT S OF ADD ~ S _ ABABI' '-!ONTHL Y WHOLESALE 

E'B)CE MOVEMEN T ( 1968/69-1976177) FOR FIVE FOOD GRAINS . 

Pu- i thf!).et i c -fQ.r m 

Crop ___ -"'b. ______ -.B. .. ~ _ _ 

j. Teff 1.144 ... · 78 

(8 . 076) (0.076) 

2. "heat 23. 65 -·** 65 

( 5. ()1 :0 (0.2(10) 

1 . ()46'" 76 

(It.3f,) <0.545) 

4.Mai ze; 10.327 71 

(8.890 ) (0.65) 

14.96 75 

(15 . 817) (0 .980) 

*« * Signifi cant at IX level of si g nific8 11C 

" " 5 '/ ., leve l of sig~ificance 

* I, lO~ level of signIficance 

The number of observation is (ll) 120 ~onths; 

fig Llr es in the parenthesis are standard errors . 

As can be seen from the table, there had been a 
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t ..... l.:nd !n 

grains over tIll"? per ioJ 1968/6'=7 - 1976/77 rhe ,nonthly 

avet-age increase 1n the price of 

wer~ 14 , 6, 5. II and 97 CEllts per qu~ tl t al ~espect ively. 

n-,e highest Y'at e ir. P I icE' i :lc~-e ds2 !-:ad been For- son;; I""! utT: 

The leas ~ r~te of incl-ease 

Log transfo l-maiion of tt~e observed se!- i ~s ~as also 

been ,'!",ade to i~~rove t~e results . 

p!-esented i r, the table below. 

108LE 2 

8.EGBESSI0~ RESULTS OF ADDIS ABABA MONTHI~Y WHOLESALE 

PRICE MOVEMENT (1968/69 - 1976/77)FOR FIVE FOOD GRAINS 

LOG FORM 

NO. __ CROP u· .... 

1. Teff 29 . 9 1 . 142"" ," 89 

(7.18:? ) ~O.12~) 

23 . 7 .. . 0 12 ...... 8<; 

( I; .87 ) (0.527) 

2.8drley 1 . 062 " 

( 0 . 791 ) 

't • ~1d i z e 2 1 .5 1 .318" ....... 90 

17.(25) (0 . 521 ) 

15.5 , .1 42" 96 

1'2.737; (O .978~ 
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*** Si~nificanl; at lX level of SiQllificance 

** II S~I, " 

... " " " " 

The r'urrber of obser \'d t ion (11 ) is 120 months . 

Figures 1n the paranth2sis a,-e standard errors. As can 

be seen from tat' le 2, t:he log form of lhe I'egressio~ 

results. 

i s qui t 11 i 9 hind i cat i ng that the equatlon is the best 

fit. 

and teff ha\.· e of a nnua l 

Whe3t price grew at the rate of 
growth and maize 7.7%. 

3.3% ,~hile barley had shown a 5~ q~owth rate over" the 

s2cade. (The to 

ra. tes leo obtain the gro ..... Jth rate cited abo..,:? ). 

Th", period of analysis also COi- resPQnd to the 

:nitiation and implementaL~o n of the Chilelo 

Agricultu!-al Develcp~en1: Project wi th 

wheat and ~arley production. 

p:oduC'i:ivlty in the p,-oject 

Increase in pl-oduction and 

a,-ea (flight I:dve ! nfluenced 

the supp ly to Addi~ Ababa market which is only 175 kms. 

away from the prcjecl ar ea d i,d con.-,ected to it b/ all 

rl0veme r t in the p·-ice series of the five 

cereals reflect major imba "1 ances bet~ee~ 3upply 2 11d 
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d c"?rna. i:d 

system can sLablize pi"ice movement hy 

\"J i th 

It can 

pla y stabl i zing 

t he il" oulPLt The 

t~e pI"ice s eries theref~re, 

ifn;J :Y th e paf" t Co f ~he "lar- I'-et i '19 system to 

br"j ng abcc.t Hau the mar!,tE·t'ing 

S)'S ten: l1Ee " ~ave co m~unic 3 ted the 

demand of cOP~.Jmers to jJ~. ice .::; I .... ,h i c h 

wuuld ;(~ cel""\tive '-D 12 'n increusing 

prodllt: t- i on . 

the dec l.i ~H~ in fond 

the total benefit ili.J'vt':TIE!1 t 1 !'"' 

i ne e nt i v E-S . 

implac;sible 

p. 11 . ; Bo • 
See f8r 
t.J icksrorm, 

the 

st:.Jdies 

example ?\ lan 
OD • _ J t p . 20. 

respons i vE- to PI" 1 ce 

:J ssump ticn is 

CLJr i T1g the pe ri od 

R . Thsdey, 

J 
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The seasonal variation in the price sei~i es o f the 

by seasol ~ al index: . 

seasenal index the l-elationship 

between the Gsci 11at: o,1 :.) f 

a:ound 12 i:'.on til moving By' 

bias i~ each nlonth of the y E:.>a r · , the rat i 0 to moving 

average has been adopted for the estimdtio11 ~f seasonal 

index. At:cordir·g~y, the -follol'Jing 

have beer. used : 

11 J 2 ( y (,. -.3, + 'y' t; ._- ~, + -I- Y :." ~ + V l. ).;.. 1/24(Y~,_<,,, 

+ Y ·t . .... ~. ) 

Where Y.~ represer'ts j"he t;r e!:d c: omponen t clEared o f 

mi Id flLtctuat io llS but s till w.ith .Jnes. The 

division of the original se1- ies by VI; and multiplyi11Y by 

hundred v-,Iill give 

month arcund the tr er'd. HO'l'~ever , to arrive at the 

seasDna.l whl ;:h bes.· t the seasonal 

variabil.;.ty PI"'" ~ eE.'S , Each month 7 s percentage 

fluct .. ;at iens is 

numbec of years to give un 2cjjusted ;easonal ind2.~ .. The 

SL.!n of the 12 Olontr.S i nde.x mL! S t equal to 1200 . If it 1s 

differeJ'~ t, it must bE' 3djusted accordirg l y. The total 

montr,ly inde>< I-"·J1 II b£l inf l.~ted or def:ated ba sed upon 



i 1:5 Iflilgrll tude 

deflated a!"c if 

the di ff'er·l:?nce. 

i . €I • f 

~eSS~ 

if 11-

it . ..., 1. : 1 

it "ill be 

b2 irlflated to ccy"rect for 

The seasonal 

nlajar c9r831s corepLlted frD~ the 3vailab10 price seriES 

has been p~eser'ted b e low . 

Yeal 

'Jan . 

Feh. 

May 

JlIr.12 

July 

AUI)~ 

Sep t . 

Oe t. 

Nov. 

Deee. 

~·2ff 

93. 11 

( 1 .07) 

89 . 7 1, 

(7.r10) 

9J .85 

(5.6) 

98.67 

(5 . 03) 

102.82 

{3.0S) 

109 , 14 

(6.6) 

105 . 27 

(6 . 5'. ) 

107.25 

( " .95 ) 

10'>.25 

( '-r . 7 ) 

lCA.47 

(7.54) 

98.48 

Til';ll~ 

~ea',i]nd 1_ I n!1~ 

Whedt Sc:ghLJrr. 

96.03 98.95 93.81 

(]O.48) (7 _69) (10.09) 

96.61 93.55 °4.11 

(7.5 } 

95.11 

15.2) 

] 0C •. 6;') 

{5. 4) 

104.2" 

\8.1'+) 

105.38 

(9 . 65) 

105.51 

17.89) 

10 /4.96 

(5.65) 

104.98 

( I I . ?8 ) 

96 . 59 

(10.0J) 

9 ·~. 32 

92.71 

(9.}]) 

97.21 

(8.66) 

98.50 

(7.35) 

98.9! 

1(12 .73 

' 7.63) 

10'+.58 

(6.67) 

107.75 

( ,? • 30) 

103.78 

19.92) 

97.12 

(S.h?) 

104 . I 1 

{5.72) 

(0,.0) 

9;'. 16 

(1 •• 52) 

98.72 

(2.98) 

1')2.28 

( S' • OL, ) 

97.65 

(7 . 50) 

( ! 3 . 25 ) 

]06.75 

(8.89) 

l05.b 

(2.31 ) 

107.79 

(9.71' 

98.29 

(6.81) 

89.3 

(9.38) 

91.2 

(6.56) 

"..)3 . :3 

(9.57) 

9""7.0 

(5.77\ 

102.0 

13."9) 

106.0 

(3.99) 

105 . 0 

( I I . 73 ) 

105.0 

( 10.0) 

115 . 0 

(7.02) 

101.01 40 

( Ii, . 9; 

96 . 2 

( 9 . '> 1 ) 

92.0 

(9.<'8) 
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Fig. ;. An~IS ABABA FOOD GRAIN WHOLESALE PRICE 

SEASONAL INDEX 
(1968/69-1976/77) 
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It ~an be s een frum t~ 

!. i:3t2lt'i 1 L ty 

i:-:statl1 i ty il" 

patt ern resJltej (J'" !. n; a ( 1 1 '-: from d 0~~~j en~ies in the 

ma r ke l inq sysL€'r itself . 

o-f' a 

mo st farmer s' S!dle':3 

pe rio d and c:ap; ral aV.511:.;,.c l e f Ol'· 

i nJEs t ment d:1d n'arkl:t ing .3ctivitl.es by 

priv6te rne r ch2.nts 

the mar~etir,g s ystem. 

In th€:.\ c.'J~e of bar]\?) , lO .... j ;1'- ice -:.! de;,,: 

i nde~·: 

because the main SIJP P] )' SE 3S 01"\ for t~e C!- O;J ma y be the 

"beJg" :;e a 50n . The "b elc;" 

ncr-ther) .... Sho.3" 

, . .-Jt-.i c:h has sh own at) 

Oece~be T' • The 

d1"iC se·-!. es wh : c:', i t 

explains lar ge l,/, depended on t~e marketing ~eascn and 

t h e ill~ex of tarley has somet h i!1g ta d~ ~Jith the ha~vest 

seas,)n . ThE' lO:t\1 p ..... ~CE a n d the inde~ in ger:e "' al an:i fo r-

all croos coincide w i t ~ th e po s t harvest n'0nths December 

to Ap ri l. Th e tI' gr P'-::: '2, d :"\d tt-I;? inde :~, as v-Je Jl f.:: ~l 
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The above (:?.;posi. t ion 01 1 nt; s lo 1 i gh t t.ha t tt-·e 

seasonal index i ~. no mOl- e than an dverage of the 

se.)sona 1 P'- i ce behavjo'- of lhe pI" ice used i I~ i ts 

computatic:'"1. 

i nde:-.' expla.ins th~ seasonal price the seascnal price 

Fluctllat)OflS which is t he percent2ge l-atio between t~e 

Pl" ice. This ca', be ach ieved by compari1g the seasonal 

index with the coefficlGr~ of va~· iatiG ~ . 

Table" 

0naus~_s o·~S§2.§..Q!t~l Index Based gn O,-ig inal e.rice 

per quintal .. _"'-"'.-E~J,{;aqe of _Cent"'red 12 Month 

Mov i nq Av~r aQ1.LYr i c~ 

ined by 

crop -----------------------·---------------- seasonal 

Teff 

.!hea t 

Barley 

SorghufT' 

Mdiz 

l)arjatiu:'1 Se3.sorai 

i :1C.l e Yo 

obser .'a t i en 

0.26 O. 165 

0.20 0.147 

0.32 0. 1" l.· 

0 .30 C .1 53 

0 . 32 O. 180 

ind(~ ~·: 

Lo~,,; High R2nge 

Feb. Sep:: . 1 7 . 33 63 ~ 't6 

Dec. Hug . 1 1 19 73.5 

MEn- • Sept . '1 5 . ('It, ':'5.9" 

Ja·,. nov . ! 3.97 Sl .0') 

Jan. Sept. 25.7 56 . 25 

It can t.e seen 

index e xplajns 

~bove table tt\at tile seasonal 

mor"e tha n 50X of the variability for the 

cerea:s e~ce~t "F o r barley. In the cas~ of bar ie", the 
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Fig. 4. A. A. NO'ITHLY "nWLESAV' PRICE OF 'f'EFF 
CYCLICAL MO'lEl'1EYT 
(1968/69- 1g76/77) 
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3.2.2 . 3 Cycl ical_ Mov["!'ment 

The mOVE·men t of wh 0 1 C S 2 1 e p ric e 5 E': r i e 5 f G !- t e f fill 

Addis Ababa as by cente:'ed 12 m<:'-f"th movIng 

average has been smoo t h I t 

Dr If?5S r£:guial~ tiIT':E.'~. 

The presence of trough I.e. period of lew pl-icE dn~ 

to us 

the Indr~'et dU'-ing :-' UVJn~ .. !a! C ~c ' . ., ernC'!l t 

f:'lOVement 

d3mpeni Qg effect on the c:,/cJ ic ;~ l p·-ice osci llations. 

3 ~ 3 Margi ns a nd Mar~et lng Cos t s 

(Jy thE- system is 

an i'1"tporta-nt indicate]- of 1 ts t~ffic iencv . 

c l,arged aga i ns t the ser'.'ices t-ende r-ed 

WhlCh entail C0StS 1:0 L~ e parti~ipants. 

The costs may be h ired 12bot~!-~ 



87 

on \-JGrklng c ~p 1 t ~ 1 . '-hus. th~ grc~s margin 

is the iji+"ferprh .. 2 and t)uyir"'tg 

price, besides cove . ing c:Jsts inu..:::.t als~ provide the 

~ illCludlllg family I,} !...: r 

1 ebour-) , t·; i '.3 i, nveS'. LE.'d 

risk. 

There go intD the 

a) tl~e IG~ge r t~e distallCC betvloer po~nt of p'·oduction 

cane! i t 1 [; '" the 

SCd:"Ce the SW~pli - f 

cos;t and f:J--re 

CI The mo'-e abundoJ\ t the s .Jppl ",:' of tIle produc t on ~he 

IS a b:ndenc}' of collusion 

vel-sa . 

d) The more the i:'Jtr=grate..:::! ~ the less trle 

e) The longe~ the the marc.etinq syste(Y1 thE-

f) 

mar~etinq ~ystem the higher the margil~. 
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Ther"e a,oe ,~o sufficient Infc~matior Ofl the b3.'.31'"':" of 

which one Ccll' eval~Jate 

the pre-ref=r m period • f·~·.~ sonab l ,/ 

t c.' tIle 

i T: fo-,112:ti.on av ailable 

migllt be posslt Ie bJ 

system with r"eg d rd to ~argir\5. 

1 Ga". a t '-he 

assemblers, ma,-g '. ns. Tho:? 

and se 1 J lots Jc!:ation, 

louy '3Up~ 1 i c·s fl~cm or 

• 
lower level o~ the n~arketttlg hie r archY1 

store and distribute Lc Oil thE 

The study Institut.e (SRI) 

indicate that in Janl.dl-Y 1968 11'.1t"'-ea t Via s prjced 8irr b 

higher at Iteya t113,' at H~rata ~ith only 17 ~m5 dist3nc~ 

°fr"om Asela. 1,.,,· 

The '" tudy also c.omr.a r es ~e,>t price ~...;i. th 

Addis Ababa price for the f~ve cereals a:1 d fou~d out the 

3ssembling margjn 

cons i der"ed standard on the 

1 .• :;. ".,. Alan R. T~lodey, Cp.ci~, p. 76 
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.!..! '.' 

A J-ough 2sti'T!ate of p,'oduCE'J·s ;.'\II"'clesa.le margin Wi.)S 

als o made bel ow . 

I.i'J::tl e __ 5_ 

::'~OD1!.C ER ""'ID ~.JHOL ESALE ~IARG !~ 

FOR VARiOUS YEARS 

Oistar:ce A'vet age 

Crop fr0:n t.; . A. mal"""gin BIRR l 

_pj. ace (kms ) 

She'·, I-:ora f1 d i:zE' 2'+7 ~ _5 0.018'7 

Te ff 2~7 22.65 0 .. 0917 

Assel a :.··Jh<?a t 175 5_Db 0.0289 

earlev 175 it .9:3 ':").0282 

HU! 'u ta Wheat 15(; 3.BO 0.2253 

B3t :I e:.-· iSC 5.38 0 . 0 359 

80ko J i l.-Jhea t 2:35 6. l.!7 0.0275 

Barley 235 6. i G 0 .026 

Assas:==,,:l l"jhe a t 3':·(' 6./06 (: . 0222 

Bar- ley 3()O 7 .2B 0.0243 

AVERAGE : 0.OJ20 

l'. t:> Ibid. 

1970/72 

1970 / '"72 

1968!7' , 

t97 1/73 

1968 /7 l., 

1971/74 

19 b8 /7Lt 

1971 171'+ 

1971 174-

J 97 1 l7 /-t 
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Pr od uc ers ~b tdlned r;· am Cr-· J I ale 

study of the Bal· 0 a , 22 u f E th i Cp3 and [be? d i f fer ence to 

season lite r tl ar·vest . Tht.~ :J:"'wei yht!?cl 

quintal k.lcmete,· Wd 5 8 j r' ( ;,). 032 _ 

0. 0 1';' . L11 

Retail n1drQir fov- Addis Ababd has been ShOl-' ~ in the 

table belo w by ccnnp.:.l'-ing 

Ethiopian Grain Corpcl-a tioll :E GC ) and eso ret2i ! price 

series_ 

T.Jbl e 6 

b!.bp l esalE' .snd __ qetajl P!'"" i ces, a'J.sL..R;: \.·a il !'ta r-g..L2. 

Ave~age fa :- 197(1 - 1974 { Bi,-r-/ q~ 

Pcjces 

Crop Hhole S a 1 e_---B.!d' t a i i 

I,)heat 

Bc1T- l ey 

M~ i2e 

Sor-ghl..!m 

Teff(bcQ 'I'Jn 

Sourc~. 

,I.! '. See 
CADlI Reflo '· t, 

2'1.98 38.7'+ 

18 . 96 21 .63 

17.63 20. 0:) 

23.7('; 27.53 

32 . ,1..;7 31 .02 

-For exampl e 
no . 12. 

:vJa 1-gin 

?-lbso 1 u te ~I, . ~ f v· .. ho 1 e ~~ 

13.36 53.5 

2.67 11..1 • 1 

2.27 13. 4 

3.83 16 . 12 

-1 . 1, 5 -(; . 04 

t-Ji nfl Je d Manr. ing 1 

.. 
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Margins vary bet~Een CDmlncdi~ies d'; indicated j" the 

table Jbove . 

~\alg i ns . tE'ff d5 evealed bV f::he 

available .:nfoT-mation L')cS lls'gative . 

the accuracy of the data, , t could have beerl so for 

mighc ha '/e p~rc~a5ed c~eaper qwal i ty y rairl lIke bal-ley _ 

~aj z e and sorghuJr . Except in cuse teff l 'l 

,; dc!is Ab aba I - ~ t:3. i 1 '.:he 0 'l era ll ;1':,:).1 gin t n tre 

~a l' ket~ng system was found to be highe , th3~ due to the 

service '- endered anr.! dctivl t!::7S p£- 1· ~o··,l~e!..1. 

3. (i --
pfeCE·cli ' H;J r. . .3,1' !:..e p·- ese n ted 

diag:-amatically to show t h l2 pOWE.'r f'eldtio ,~ i'l the '~rain 

mar keting -5ys t (:;· ,~\ i~ the ::q-e-reform per iod. It has been 

s how n th3l 

p,"oduC" e, tr-an·.5 po r't 

Mercha!lts at dif f eren t 

af'd i '') same 

cases p art i cular l y 
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te'"mirtal and regicna l nlar~et5 were also aV3ilQble 11igher 

up 

in 

s,>,stem and tire between the systems 

function '::21:1 be d ep~, ctl'?cl d13(~~1-.l'11atica l] y in fig 1J'r- e 5. 

figure " " , no influence on 

pr-ices . T I1 e most 3!ld Lelief:cia,-ies of the 

··~iddleme .. ' . s",s t em d i d 

no t mot.ivate producers to inCf'!:.:'3se output and 

'llark"tablity. it .;;upplemen t t';:u the archaic 

poor thus aggravatj~g mass pcverty. 

Fi g. 5: The Influence '":tructure in the . "a:rkoti ·.''?; 

S;'fstem and the Interrelati on s hip 

behre<:>1 '~ho Syst em lcunctior.. 

System 

P!lrticipnnts 

Landlords 
Far ,c ers 

'I 
}:rocessors 

II 
r 
I 

/ 
I f 

.. j 
n orllla~lon; 

, 

Production Processing 80::8". r>tio: 

C;torage Transporta.tion "C' ; -,~"'cin ,,'J ....... q.. . 't. 

- ----

Flli1c tion relationship 

Influence over fmlCti on 
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4 . INSTlTUT ronAL CHANGES IN THE NATIONAL GRAIN r·1A.RKETIr!G 

SYSTEM 

Changes in internal marketing, food grain marketing 

included, were gradual and not even so radical (compared 

to the other sectors of the economy) in the initial years 

of the revolution. The changes were reflected in declaration 

and proclamations as ~Iell as organizing and revitalizing 

institutions which effectuate the declared policies. 

However, operational practice are at variance with the 

declarEd polici es and they have been mostly shaped by default 

rather than by design. 

4.1. GOVERNMENT POLICIES AFFECTING GPAIN MARKETING AND 

PRICING SYSTEMS 

A number of proclamation and declaration had been 

issued by the revolutionary government to rationalize 

internal trade which have significantly affected food 

grain marketing. The first in the series was the 

Declaration of Economic policy of Socialist Ethiopia in 

1975. The declaration envisaged that the government 

may wh ere-ever necessary participate in who1es1ae and 

retail trade to estabi1ize price and protect the interest 

of the masses. 112 The policy declaration implied that 

internal marketing including food marketing would, by 

and large be the domain of private sector and government 

112Government of Ethiopi a, Declaration of Economic 
~OliCY of Socia l ist Ethiopia, Add lS Ababa : Berhanena 
elaam Pr int ing Press . Feb . 1975. P.5. 
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interference may be necessary in case of distortion or 

deviation from competitive equilibrium wh ich may rE'sult 

in high prices to consumers or low prices to producers 

and greater margin to mi ddlemen than \"arranted by 

marginal productivity of factors. In line with the 

declared policy, it had created the Agricu ltural 

Marketing Corporation (A~C ) in 1976 to implement its 

po l icy with regard to food grain and the Ethiopian 

Domestic Distribution Corporation EDDC in 1975 to 

effectuate policies with regard to marketing of 

manufactured goods . The main functions of the two 

corporations as envisaged at their es t ab lishment had 

been to stabilize prices by competing \-lith the private 

sector. 

l~ith regard to the role of private sector the 

National Democratic Revo lution of Ethiopia of 1976 

forsee the necessity of giving incentive to local 

businessmen and industri al lists and to all citizens 

engaged in individual enterprises useful to the society. 

The program however, env i sages that the private 

individuals operate wi thin the gu ideline of the national 

p1an. 1l3 

The government had also endeavored to lay down the 

general framework for the operation of private sector in 

internal marketing. In proclamation no. 76 of 1975 

rel at ing to commercial acti viti es which mily be 

113, 'd' Ha lS 
of Ethiopia ." 

Zeme n,"The ~ :ational Democrat ic Revo lution 
ilay 28, 1976. 
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undertaken by the private sector it had 1 imited the working 

capita 1 to t hree hundred thousand (300,000 doll a rs) , but it 

indicat ed that the who l esalers i n as ricultural products 

could employ more ca pital t han set by the ce iling. 114 

Along with state and private sector in food gra in 

marketing , rural service cooperatives and urban Kebe l e 

Shops were also organi zed to parti cipate in food grain 

marketing. Proclamation no . 71 of 1975, I'lhich provide 

for the organi zat ion and conso li dat ion of peasant 

Association also provide for the es t ab li shment of 

Cooperative Soc ieti es l15 by two or more adjace nt peasant 

associat'ions. Tile objecti ves of the cooperati ve society 

as envis aged in the procl ama tion includes among other 

things , ma rketi ng of produce of members at fair pri ces, 

giving l oans at fair interest rates suppl ying cons umer 

goods to members ac cording to their needs , supply ing 

improved agricultura l i mp l ements. IIc cordingly 3651 

service cooperati ves ~ith 817 registered and 2834 un­

registered had been organized up t o 1983 . 

The dec l arat ion and procl ama ti ons issued with rega rd 

to private, government and coop~ ra tive participGtion in 

grain marketing had not brought about marked changes in 

the system up to the forma tion of the Nil tional 

114Nega rit Gaze t a. "Proclamation Re l il t ing to Commerc i al 
Act iviti es wh ich may be undertaken by the Privat e Sector 

proc l amation no. 76 of 1975. 

l15t~egarit Ga zeta , Proc l amation for til e Organizat 'ion and 
Conso lida tion of Peasant Ass oci ation , Procl amati on no. 11 of 
1975 . 
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Revolutionary Development Campaign and central planning 

supreme cou;,cil (I~R!:C & CPSC ) in 1978 . 

Some new ministries were established after NRDC & 

CPSC with the aim of improving t.he Ma nagement of the 

economy. The Ministry of Domestic Trade U~DT) was 

creat ed from the former Mini stry of Trade and Tourism. 

f,MC and EDDC with other tradi ng ins ti tuti ons were brought 

under the doma in of the new mi ni s try. Functi ona 11y, 

grain procurement and distri bution has become the subject 

of central decision. Accordingly, grain purchase and 

sal es targets were set for AMC in the first annual 

campaign and guideline for procurement was al so issued . 

The guideline in the first annual campaign required all 

whol esa lers in food gra in to del iver 30% of their annual 

purchase to AMC whi le peas~nt assoc iations were to deliver 

a minimum of 100 quintal s from one of three important 

cerea 1 s grown in thei r vi 11 nge. Th i s mode of procurement 

was ass umed to strengthen the ties between producers and 

AI~C while ensuring enough supply for the market. However, 

AMC was able to perform only 30% of its ta rget in the fi rs t 

year 0;' ~ ', :" :,,1 -:- " :-- - ' ~ .~ t~!lS, failing to meet the demand 

for cereals and stabilize parallel market prices. 116 

The weak procurement performance of M,1C in 1978 1 ed 

to its revitalization into 8 zones, 20 branches, 120 

purchase centers in 1979 . Besides strengthening AMC 

116~l i ni s try of Trade & Touri sm -
~1i nister to the Cou~cil of Mi niste rs " 

"Report of the 
Oc t. 22, 1970 E.C. 
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organizationally a grain purchasing task forces have also 

been organi zed from thE central 1 eve 1 down to the 110reda 

administration and further to peasants association to see 

to it that peasant deliver the ass~ssed Quota and to control 

the activities of private grain merchants. State farms, 

producers cooperatives and settlement fcrms have also been 

requirfo to channe1 their marKeted output through (·J1C. The 

~ask forces initiate service cooperatives to take part in 

grain trade and also agitate peasant m.wlbel~ t(t sell grain 

to tlieir servi~ cooplH'atille'S than to private mercila'Tlts. 

After 1979 private grain merchants were required to 

de1iver 50% of their purchase volume and renewal and 

revocation of their licencE had also came under the 

jur~diction of grain purchasing task forc es . 

4.1.1. Food Grain Pricing and Price Policy 

The rising food prices in the major urban areas 

became a point of serious concern immediately after 

February 1974. The then Ministry of Industry, Cowmerce 

and Tourism issued legal notice No.1 in 11ay 1974 

providing for the establishment of committees which 

determine the prices of food grain. The local 

committees in all regional administrations were given 

the power to revi se the pri ces of food grain ~/henever 

the need arises. Such pricing system introduced a 

serious distortions in the grain marketing system by 

hampering the movement of grain from surplus to deficit 
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region. Sometimes price competition to 1lttract more 

marketable surplus ocurred \~hile other times prices were 

fixfJd fi\r belOl~ the supp ly der,)and rElation and creating 

unwarranted probl em to both prodlJcers and consumers. In 

subsequent years food grai n pri ces \~ere fi xed centra 11 y 

by the council of ~in i sters each year. The Ethiopian 

Grain P·gency sees to it that the prices fixed by the 

government were respected by private merchants. Mter 

the liquidation of the Ethiopian Gra in ilgercy 

responsibility was trGnsferred t o the task forces and 

mass organizations. 

Initially eight terminal markets were selected i.e., 

t\ddis Jl baba, Dire DalfJa, Jimma, Gondar, Dessie, ;~e k e l e, 

Ghi Inti and Shashemanne and food !;ra i n pri ce \~ere fi xed 

for each to~m. The prices in other markets were 

determi ned basea on the 1 oca ti on of the fllarket frOlr. 

terminal market. It also a110ws for seasonal adjustment 

of prices. I!owever the basic prob l em with the pricing 

sys tem Vias tha t there was no reI i eb 1 e da ta on whi ch to 

base the price paid to the producers. There were no 

proper crop forecast , cost or production \'las not ,~lso 

known and crop prices were neither rel ated to import 

parity prices. 

The geographica11y differentia.ted and seasona11y 

variable price of food grain ~as replaced by para-

seasonal and para-territorial prices ;n 1980 . Since then 

th e divergence in parallel market pric~ and controlled 

market has been widening (annex II). 

1 
I 
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4.1.2 . The Rational for Establishing AMC & its 

Organizational Structure 

One of the majo~ change in the National Grain 

Marketing System is the establishment of M"C . The idea 

of creating a new parastatal grain marketing organization 

was initi ated before the revolution in relat ion with 

the impl ementation of the minimum package projects. The 

Grain Marketing Structure was seen as a constraint to the 

effectiveness of the MPP Program and intensification of 

efforts for the development of peasant farming. 117 A 

thorough assessment of the grain marketing before the 

formation of AMC was made and its estab li shment \~as 

ra ti ona 1 i zed. A.ccordi ng the nati ol1a 1 gra in marketi n9 

sys tern before the formati on of M:'C wa s characteri zed by;­

high transport cost; double transport due to lack of 

local capital and storage fac iliti es. 

incapacitation of the producer beca use of his need 

to sell immedi ately after harvest to meet debt and 

rent payments ; 

restricted facilities for on farm storage-

restricted choice to the producer, due to the fact 

that he virtually had no option except to sell his 

produce on the day when he bri ngs to the primary 

market-

lack of relevant price information; 

lack of competition between buyers; 

117\~orld Bank Missi on. op.cit .• p.l. 
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uncontro 11 cod l1e i 9h ts and meas ur (!s whi ch opera t e to 

the trilders cd'lcn t age, 

l abour intensive Inarket op,"rilti cn; 

numerous titl e trans f er in th e mil rke tin (l chilin; 

non existence of gr ad ing qua lity standards l eading 

to most traded l ots having a high i mpurity content 

(up to 15% ) .Ihi cll adds to the transport cos t of the 

system; 

low standa r d of storage hygi enp and pest control, 

although losses on th is accou nt often appea r s to be 

exagger at ed; 

lock of price stability from one y~a r to another and 

thus a r e luctance from f~rmers t o US E' cash inputs ; 

in efficient crop f orecasting thu s hi0h ris k il nd 

.. 1 t 11 8 marg1n 1n seasona s or~ge . 

The dec 1 ara t i ("Ill of eC'lnomi c po l i cy a nd 1 and reform 

further necessita t ed the es tilblis hrr,ent of pa ras t at a l 

grain marketing orga nizati on t o stabi li ze th e market il nd 

protect th e interest of the masses . In or de r to over­

come i mperfections in the mark"tin9 sy stem cited abC1 vE' 

in 1 i ne \'lith the government pol i cy- th e .r'~IC '~as es t.~b 1 i shed 

by merging th e farmer Eth i opian Gra in Corpor ati on, f\ 

P,g ricultural input and f1a rke tin (1 Service(P IMS) and the GERS 

Company, the l ater t'vo being th e subsidiaries of t!;e {,I D 

Bank. 

In the first three years of its ex is te nce, the 

organi Zil tion was oper ati n9 side by s ide with pri va te 

llBIbid . p. 4 . 
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me rc ha nts and coul d not exert any signifi cant i nflue nce 

on t he ma r ket . ilea n I'!h il e shortages and sharp increase 

in pri ces of f ood gr a in in ma jor u rb ll ~ r.;~rke ts f orced 

urban dwe ll er s and government emp l oyees t o send t he ir 

r espresent atives to gr a in s urp lus r eg i on t o procuer 

gr a i n . The yea r 1976-1 978 was the brea k down of the 

na tiona l gr a i n marketing system which was essentially 

due t o the counte r r evoluti ona ry .Jars which di s rupted 

trans port and disloc a t ed many f a r m house ho l ds. To this 

was added t he poor ha rves t of 1977/ 78 due t o d ro u ~ht . 

Howeve r many offici a l r eports att ri hvte the s hor tage of 

f ood i n urban a r eas t o i ncreased cons umpti on of the 

rura l fa r m popul a ti on due to l and r ef orm. 11 7 Ther e was 

no emp irical e vidence t o suggest the vali dity of thi s 

vi ew po i nt except the one done i n M's i admi ni s tra ti ve 

region. I n !lrs i t he study by i\legus s i e v!o l de> l~ichae ll ?O 

indica te tha t consump ti on of \'Ihl'a t was 85 kgs a nd ba rl ey 

145 kgs, afte r 1 and r e f orm rlh i 1 ( eso ' s study in t he 

same a r ea revea l tha t it was 41 kss f or ~Ih ea t a nd 98% 

f or ba rl ey impl y ing tha t consuP1jlt i on of pccsa nts had 

been improved s i 9ni fi can t ly due to 1 and r ef or-m . The 

gove r nlT:e nt r esponse t o the deter i or ating f ood s upply in 

the urban a r eas was to r E'vitil li ze ;)~lC organi za ti onu ll y 

t o ha ve propcrti on<l ll y hi gher sha r e in t he £;ra in 

11 9See f or examp l e Government of Ethi opi a/ ,Jo r1 d 
Bank ~ i s si o n , op.cit. ; John Ho l mber , op.cit. 

120Neguss i e ~!o l de '1i ch'le l , I nves ti Silt i on on t he 
Impact of ,1grariiln Re f orm on P\)~Si'.:lt I;lcomo Jild 
Expend i ture P~tterns. Ass~la: C~ DU. Publ icati on no. 18, 
1981. 
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market. flccord in gly, AI1C was o rganiz0d and ma de re sponsible 
t o Ministry o f Dome stic Trade since 1979. It \'laS reorga nized 
in to fiv e ,,,na l regions (north western zone, Central zone, 
South easte rn zone . Northern zond and South weste r n zone), 17 
ord inary , 3 speci a l branches (Dire Dawa, ;1eke le, i'lnd Asmara), 120 
purc hase cel'tr~ s . 

The organiz,'tional structure of the corfloration is as shown 
b810w 

Fi'L.§. 

Or9_,,-,,_izat i onal Structure of M'oC 

Ministry I 
~ _____ D_o_m_e_s_t __ i c __ 7T_r_a_d_8 __ ~ 

I Task Force '1 I 
[sene ral 1 

! Gri'lin Purchasing Coo rdin . 
Hanager 

~. & Mark R·t 
____________ ~' TeChnique 

I Audit -.-l 
L Lega I I 

I .. 
~ 

-------------r- Ins pee t ion -----
____ I 

_ _ _ -------I------------L Pub lie Re I_a_t_i o_n_. _______ I LOrg. & methods! ----- .- ,-

Finance 

r Zor;;, 1 Off ices 
" 

! 

TriJns ­
port 

Rev i tal iZil tion was seen as introducing one more l eve l (zonal 

offices) in the operationiJl hiera rchy without substi1ntial 

differences in the functi on and duties and responsibilities with 

that o f the b r a nche s. Additional purchase stations were also 

created and procurement po in ts yJere t]xpunded. 
/ 
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4.1. 3. Organi zation and Operati on of the Gra in 

Pricing Task 

~a rked changes in grain ma r ke ting system di d not 

came about on ly by reorgani zat ion of MiC tJ ut due to the 

i ntroduct i on of the new el ement i n the grain r.la rketing 

system i. e., urganizing grain purchasin g t ask forc e from 

th e centre to Wo reda l evel on the basis of admi ni strati ve 

hi Erarc hy. The o rg~n i zati 0 n 8 1 5tructure of the gra in 

purchasing t ask force is shown he l ow :-

Jlg ri cultura 1 

~Ia rk E' t i ng 

Co rpo rati on 

Fi g. 7 

Na tional Grain PIJrchasing 

and Distri hutio n 

Committp.2 

t1i n~ :try of 
romes ti c Trade 

Cilmpa i gn Coor­
di nat ing 
~ommittee 

{'emi ni strati ve 
Regi ons G,'a in Pu rch­
as oj ng Task Fc, rce 

J-________ ~------------4 

J),w raja 
Grain Purchas ing 

T~sk Force 

~)oredi1. 

Grain Purchasing 
T~sk Force 



• 1M • 

Th e corpor at i on prepa.res it:. procurement plan b,t 

reg i on, sourC2 anc typP of grab v, r.~! submit to t he 

office of til i' t'ational COlmdttec, ~(;r C:,r.tril l Planning 

((lNCCP ) thrcug h the !.1ini stl"'j of llomestic Trade , The 

CNCer aft er re v ie~ing the nrcposed pl an submi t to t he 

council of ~ ini strj es wh i ch upon app r ova l pass it down 

in th2 form of instructi 8n t n tl18 reg i ~ra l gra i n 

purchGs i 09 t as k fr!rces headed by t he n !g i Dna 1 

administrators . The r ,'gional prccurr,me nt quota i s 

fur th2r s ub divided ~nd communic0t2d t o the lowe r l eve l 

task f orces with further i nstruct i on until it reaches 

the Wc r (; da t as k forc £:, (small administra tiv~ unit in th" 

hi er a r chy) . The \1o r eda t i:SK force a ll ocate> tho ilss igm:d 

quota to service cooperatives who in turn pass it do~n 

t p p~asant associations whieh further assign it tr 

in d ivi d u~ l f ar m ho us e hol~s. 

Fu lfilling the centr311y a ll o cat~d qUDt~ has been 

the res pons i bi 1 ity uf t il l' t ask f" ret; and mass orga n­

iza ti on at a ll l eve ls of th2 hier2rc~y, The tesk of A~C 

ha s t; ,o COIrIE t G cc1ll ect , transport, store ~nd fi na nc e the 

procurem~n t uper at i rn. 

The quota de livery syst0n1 has s.eri ous i mp l ica ti on on 

pruducti un Bnd prrJouctivHy (!f sna 11 hold~rs. I n the 

first pl ace a ll uc~ ti ons "f WiJt~ il r e not Dosed 8n 

informat i vn on l oca l CJ P~cit.v ond poss ibility tI, meet 

them. It s t a l'ts fr o/;) tn" r rqu'; rClTI8n t of ~ l L:nts \'Ih i ch 

is ag greg<' ted by b,t,lC a nd become' th.:: bils i s f"r 

pr ocureme nt pl a n. The aggrega t 2 is sub-divided in to 

regi 0f\ ~nd by tY PE: of cnp t o beccm(' th e amount of groin 

r8quirE'd fro~ til ch re9i Clrl . At ti,", p(>(lsa nt ilssoc i c ti on 

1 eve 1 (\ 1 so quot a dE 1 i vp r y r'cG ui r ment i s nrJt b()sed on 

individuDl p(lss ibiliti~s to m2et them but. t'l share the 

to tal all oeti on eq u~ll.Y amo ng merr,bp.rs f or suppl y, (fhe 

logic behind such dec isi on hcs be~n that a ll DeasBnts 

~ave equa l ac c~~s t o land . However pea sant hou~eholds 

differ in th0ir ." ssets (;~mership '.vh ieh influ(' nce f cod 

pr0duct iJn. Owners hi p of draught an imals, l abo ur , f~ rm 

tor l or ever. the type of land t hey ho l d differentiate 

small nl.ldL·r" intc poor, 11'icdle ~nd rich n':.3§ants . ?ooY' 
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peasant~; and in SQr.lE: ces e~ ev<'n mi dell C~ pcas;, nts f iJ il t o 
meet t he a ll ua t ed quot a, j i r,cp tho' quctJ de li ve ry i s 
ccmpu ls ory, peas ,',nts U5u,11ly r',)duce the ir con~u[!1pt i f) n or 
even drain thei r r ese l'ves f or 50€:d in fe il r 'l f penil lty, 
In b,) t h cases it offe cts sma ll hc l ders pr oducti on and 
prod ucti vi ty, 

Secondly \'Ini'. t evr r i s procured i s usual ly trans ported 
to ;~ ddi s I\baba il nd majo r urban ilr eas, i"o r e over ;\~lC has 
no sa l es outl e t in the procurement a r Ras, 

Thus , areas wh i ch supnl y gra i n at the time of 
ha rvest f ace s hortag,)s L~ ';er in the S2 ')50 nS a nd wh ich 
may l ead t o Vf: r.Y hi0h se'JsGn", l varia ti on i n prices. 
This aga in seriously affect p~or rruduce r s a nd poor 
consumers. 

4.2. AMC ' s Purchasi ng and Distribution Opera tions 

4.2 .1. Purch~sing Operati 0ns 

The <lcti vi ti cs of N'iC hev, quickly been expa ndC?c! 
since i 979/80 and i~creasin9 t hr volum~ of its purch ases 
at a ny cost sC?ems to hevc substituted 1\ 11 its initi ul 
ll bj ecti ves . 

Th€ press ure t o increcsE: the v ·~, lume nf its purc hase 
Gmilnated from i ncrei;s i ng dema nd fo r f ood grili n from its 
cl i ents. Supplying s ix urt,n CE ntres ( ~ddis ~bab D , 
.l\')mara:. Diro Dawa, Mekel ·:' , Hf.'! r f;r and f'.ssab), go v r: rnm(~nt 
instituti ons like the Min i~try o:, f [Jl?fense , t h2 f oed 
i ndus tri '?s , hos nital s and schr ") ls , with f ond Drain h~s 
beconl(> the res prlnsibi 1 ity of {,'lC by d,~fau lt th~.n by 
d., s i gn. Th us I\!>iC co 11 ec ts i nforma t i on on the demands 
of t ;wse cli e~ t s an(l prel'a r es i t s proc urcm2nt pl an f0r 
th" f o11 o\,lin g yea r. 

Tht! pattern of food d"manci end actual cons umpt'i on 
rates by differ'2 nt segment of t he pop u1 0t i on a r e l a r ge l y 
unknown f or the country. r\~c 21 S0 hi'S no caDilci ty t o 
ana lyze grain market da t a as e. h~s i :; of demand proj ecti on. 

AMC l acks informa ti n~ not only on thE size uf dem~nd 
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that it should sot isfy but :.I lsn kno"/1GGgr.: ( f the l cy," l 

of supp ly. The country h,:s n~) reli.':!:le system of crap 

forcast and v/huteYcr i s a.v:;i 'iClblc h J S not bec'n ~ut 

under the di s posa 1 of r;'1C when nCl'ded. Morc ove:r t h8 

corporaticn has (l ls o no cili.:acity of ;Juttins together 

the crcp forecast and other mark8 t di\ti'l for the rlanning 

its purchase. 

In the absence of cl ear knowledge of th e l evel of 

demand and su;;p ly M,le has no chai ce but to d8pend on thp. 

rGquest of his clients t o plan i ts pu rchas e operation . 

It proc ures grain from peasant associations service 

coopera tives and private merchants. The annuill 

procurement from both sources since its 2stablishment 

f or thE fi ve cereal s has beer. 9i ve'n b"l ow. 

Tabl" 7 

Agricultural Marke ti ng Curporati on Actua l Purchase 

of Food Grain From Famers nne ~le rchants 

1,,""-/ -, 7 ';)/0 / - 1983/84 
in ·000 quintals 

Crop 

_Y!!9 r ______ I ~ff ____ ~br:!~! ____ _ ~2r l~:t __ . ~~ 2 ~~ __ ~Qrgb~~: ___ _ IQ!~ L 

1976/77 ~':·4 41)4 109 311 68 1,026 

1977 /78 1E 202 173 327 71 888 

·1978/7S 11 3 869 109 208 72 1 ,371 

1979/80 .126 125 207 556 1 9~ 1 ,508 

1980/81 843 1 ,969 241 272 11 2 3,437 

1981/82 711 ~ 1 9 491 252 131 2,004 

1982/83 856 1 ,859 472 0.13 324 4 ~l~24 

1983/8( 729 1 ,117 97 1 , 183 1% 3,320 

Tota 1 3,887 7,00 1 1 ,899 4 ,022 1 ,166 17 ,978 

Source: p r~c P.nnua 1 HGports 1979/80-1984/85. 

The corporation has ~150 bEen a market outlet f or state 

farms. pr,;ducers cooperati ves anc settl ement h rms. 
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The procurment level has shown a marked up ward 
trend since 1977/78 Ylith a shurr dec line in years 
1981/82 and 1983/84 over the preced ing years. 

Besides rapid increase in the volume of procurment 
dramatic changes in the share of surp1iers have also 
taken place. Private merchants have found their role 
limited and suddenly pushed out of grain trade. The 
following tabl e shoYls the share of the participants in 
tota 1 s upp ly to IINC. 

Tab le 8 

M1C's Purchase from Servi ce Cooperati ves and 
Private Merchants in '000 quintals 

1978/79 - 1984/85 

--------------------------------------------------------------

Year 
Total 

Purchase 
of AMC 

Share of 
Service 

Cooperati ves 

Share of 
Pri vate 
t~erchants 

________________________________ iD_~ ____ ______ ____ iD_~ ________ _ 

1978/79 1,023 5 95 
1979/80 1 ,964 10 90 
1980/81 2,570 24 76 

1981/82 3,065 38 62 
1982/83 3,844 71 29 
1983/84 2,665 77 23 
1984/85 2,312 94.7 5.3 
----------------------------------------- ----------------------
Source: Ministry of Agriculture Evaluation of Agr icultural 

Sector p. 34. 

The share of service cooperative and the private 
sector in AMC's purchase has compl etely been reversed 
between 1978/79 and 1984/85 as shown tn the table. The 
share of service cooperatives increased from 5 percent 
in 1978/79 to 94 .7 percent in 1984/8 while that of the 
private sector decreased from 95 percent in 1978/79 to 
5.3 percent in 1984/85. This however coes not mean 
that the role of private sector in food grain marketi ng 
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has been minimized. The share of i'MC i n the total 

marketable surp lus did not exceed 45 percent. I ~ fact 

the private sector continued to operate in a paral lel 

market ~!ith hi gher ri sk and 1 arger profi t. The effort 

to replace privat~ gra in merchants by service coopera­

tives has contributed to a serious logistical problem~ . 

Servi ce cooperatives and peasant associations 

r,enerally procure and bulk grain for AMC at thier own 

stores. They have not started transporting their grain 

to the rna rket or to the !'.MC store. The reason for not 

transporting grain is due to uniform price which does 

not take into account the transport cost. Thus AMC has 

been forced to increase its collection centres. The 

following t abl e shows the increase in the number of 

branches and purchase performance. 

Table 9 

A~,C' 5 Procurement Poi nts and Procurement Per Poi nt 

Items 1980/81 1981/82 • 1982/83 

Procurement po ints 822 1,OlO 1 ,518 

Purchase/poi nt (MTl 313 300 253 

Source: SWEO Ff\ R~l AB , ~iain Re port Vol. I, p. 69. 
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The t ab 12 sh ovis that the rapi d expans i on of procure­

ment poi nts has been accompained by reduct ion in the 

volume procured pe r roi nt. This results in higher costs 

of co 11 ecti on, i ncreas i n9 food pri c€'£ to cons umer s and 

depressed pr i ce to produ cers. Bes i des the procurement 

pOints ara off all weather ro~ds Hnd in pl aces where 

for merely grai n used to iX ' brouQht to the market t>y pack 

animal s, the corporation began to use trucks which 

could be easily danmged and fuel I·,hich are expensive i n 

t erms of forei gn exchange. Th e expans i or. of orocure:w2nt 

points has greatly chil nged the factor mix in grain trade 

i. e. , from l abour int'ons ive to capital intensive, from 

transport cost in kind and l ocal currency to transport 

in cas h and fore ign currency. 

Bes idE's expilils i on of procurement po i nts t~ere a r <? 

various probl ems wh i ch iJre associated with M'ie ' s food 

grain purchase a~d sa l ~ s operations . In the first place 

concentrotion of fo od grain production and marKet supp ly 

is 11 fel'! months (Januilry - f\1ay) o.nd low hol ding cpacity 

of producer - due to immedi at e c~.sh reeds oS well as to 

l ack of proper stor age facil ~t i es res ult in heavy market 

arrival i n the immed i ate post harvest months. Since 

this period coincide with the harvest season of other 

agricultural products li k2 coffp.e. it h ~ s resu l t ed in 

heavy py'essure on transpor t, storage and fi nanci 1'19 . 

tn the second pl ace the quota de l i vpry system ~a s 

made i t difficult t o organ i ze pruchasc ~nd arrange 
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transport. Cooperative societies sometimes request trucks 

before it amount to a l orry l oad or t he procured grain 

may not also be weighed and bagged . Trucks may not also 

be availabl e at the time of the request both resulting in 

high cost to servic e, coop"rativl; and M·le. 

In the third place A'1C could not be able to influenCE: 

the quality and composition of grain it handles. It has 

been reported that 25% of the tota 1 deli veri es (226. 552 qts.) 

from state farms in 1983 to AMC had over 13-50% impurity 

levels and with a moisture content of over 14% ~21 Hhen the 

acceptabl e have been belo\~ 12% for impurities and less than 

14% for moisture. Quality deterioration is hidden form of 

increase in pri C8 I'lh i ch cannot eas i ly brought under 

control. It is a ~'aste to " nation in t erms of its transport 

requirement and cnst to consumer because they pay price for 

wha t they don't use. 

In add i tion to the three problems cited above which 

might have affec t ed the pruchase and sale's opera ti on of 

AI1C. the few indicators bel ow show the corporati nn's 

capacity in effec tivEly empl oying the resources at its 

disposal. 

121S\~ED Fi\RM (AB ). op.cit., p.77. 
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MK ' s Rr2S0urces US e C~pc.ci ty 

r,l l fi gurcs 1Jr(; for the year 

St orage Capacity 

Ca pacity in qts . 

1985 

Total vol ume sol d (in qts) 

Rnte of turn over 

Des irabl e rate of turn over 

Ril te of cilpacity ut il i ziltion 

Tra nsport 

Numb er of trucks 

krns covered 

km covered per truck 

Standard km coveruge/truck 

Rate of capacity utilizati on 

r~a npoY!e r 

• 

tiiumber c-f admini strat i ve. staf f 

Volume of purchase (in '000 qts) 

Through put (000 qts) 

Des irabl e t hrough put ( ' 000 qts ) 

Rate of capacity uti li z(lti cm 

5,49 1 ,500 

5 ,OGtl,00C 

0.72 

1.5 

[0% 

139 

2,811 , 711 

20 , 200 

43 , 200 

47% 

487 

6,40(1 

13 

50 

26% 

Storage and trnnS00rt cost clone account for a~o ut 

75 percent of (. I·K ' s ,)per <l t i n9 C'lS t s rf ''ihi ch trans port 
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cost account for 50 percent and storage and handling costs 

for the res t of 25 percent. Due to uncoordinated purchase 

and sales plan there has bEen hec tic transfer of grain 

from procurement points t o purch~se centre, from purchase 

centres to branches stores and between branches. The 

study by SWED Farm indicat ed th~t in 1982/03 ~ l o ne the 

corporat ions tota l amount of intake was 21,426,620 quintals 

with the total volume sold 5,058,000 quintals and t ota l 

purchase of 6,397,000 includ 'ing imports indicating that 

g:-a in has passed 3.3 and 4.2 times M1C s tore on the 

average before deliver . 122 Under organized purchase and 

sales storage capacity utilization i s me~s ured in terms 

nf the relation between purchase and delivery all owing 

for stocks. Considering the concentrati nn of market 

supply in Ethiopia which is limited to a few months a 

turn over rate of 1.5 pl2r year h ,~s been taken as 11 norl'1Bl 

standard for stcrage perfo rm~nce in planning. In pl aces 

where grain supp ly is evenly distr ibuted over the year 

higher t urnover to the tune of 3-4 i s quite norma l. Com­

pa ri ng M,IC' s performance wi th adopted standard, it hilS 

been found that it uses only 60 percent of its capi1city. 

Under utilization of capacity on one hand and hecti c 

movement of gra i n from one stcre to another has resulted 

in high storage and handl ing charges . 

Rate of transport capacity utilization has been 

est imated on the basis of the corporation truck 

utilizatio n plan. Accordin g to the corporation pl an a 

122S\~ED FJ'. RI.i (AB) , op.cit., 
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dri ver works for 3h rs/day, 25 km/hr end 18 ~orking days 

per month . ~cco rdin g l y a truck can cover (3x2Sxl Bx12) 

43,200 kms per year . This di stance has be~n considered 

minimum when compa red with t'ational Trans port Cor­

poration Pl en of 54 ,000 kms per year. Thu s ";hE'n the 

actua l with planned ut il i zat ion it has been found to be 

47%. Low trilnsport cil p,~c i ty utilizat ion milY b(' rr l at ed 
to unorganized purc h ~se and sa le end th i s has resu l t ed 

i n hi ghe r marketing cost. 

The othe r ind i cator of the corpo rat i rns effect iveness 

is vol ume of purchase per administrative staff. In advanced 
countr i es gra i n procu rem2nt pGr a,jministrat i ve staff runge 
from 200-250 thousand qui ntal s. T!12 Ke nyan Farmers 

f\s soci etion procurement employ8es turn over re r year h3S been 
50 ,000 qui r.tj l s: 123 

Thi s hcs t'een taken ilS a prrxy for meils ur i ng t.he 

rate of mc:npower resou rc p. utilization vlhich h~s been 

found to be only 26% of the t ot al caracity. 

~.2.2 . Di s tri buti on and S~les nper0t ions 

M',C has f?ced prob l ems not cnly i n its flu r chase 

operati on but ol so in its s01es ~ nd distribution 

operati on. It caters for urban dwe l l Ers in six major 

towns, govunr.ient ins titutions industri es and Expeort 
market. Lack of knowl'!dge of the magnitude and 

compos iti on of dem~nd of i ts clients and wea k p0sition 

1235\o1EO FflR ~ j (Hi), op. cit. , 
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to i nfl uence the compos ition and quality of grain rrocured 

has resulted in un5atisfi ed dema nd of customers in some 

cereals whil e in others poor quality and l ess~r demil ndod 

ceroals have been over stockod with incroe.s ing marketing 

cos ts . The f c 11 cvd ng t abl e shows t he gri n requi rement of 

the cli ents Al'1C's supply f0r the rast fe\~ yei\rs. 

Table 11 

C,'mpari son of Estimates Requi red and Actual 

Di s tribution of Grain by fMC 1981/82 1982/83 
Mil l ion Quintals 

Urban Government Indust-

Year Details House Institut­

ions 

ries Export Total 

GG rain 

Requirement 

1981/82 
Actual 

Distr. 

Percentage 

covered 

3.0 2.4 

2.0 0.89 

67 37 

2.8 1.0 10 .2 

1.306 0.33 4.5 26 

34 33 44 
=============================================================== 

Grain 

Requirement 3.0 2.4 3. 8 1.0 10 . 2 
1982/83 

Actual 

Di str. 1.9 1.2 1 .7 0.2 5.0 

Percentage 

covered 63 50 45 20 49 
============================================= ================== 

Source: 1981/82 Review of fa rmers incentives and ,~gricultural 

Marketing and Distri bu ti on efficiency, p.46. 1 9~2/83 - Grain 

procurement Gui de 1 i ne of 1982/83 f or requi r eme nt and {\Me 

performance report 1984/85 for actual supp ly , percen t age 

calculation mine . 
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,IlJlC has improved its supply to government institutions 

and industries in 1982/83 over the previous years while 

the urban and <)xport supply has d ~c 1 i ned. The requi re­

ment of the urban house hol ds seems to have been under­

stated becaus e had AMC satisfi ed 67 and 63 percent of 

their requirement the parallel market prices would have 

been stabilized in the two years (see annex II). 

While AMC has fa il ed to meet even 50 percent of the 

requirement of' its clients its acc umul at ed stock 

proceed at a f ast rate. 

Year 

1980/81 

1981/82 

1982/83 

1983/84 

Tab 1 e 12 

AMC Stoc~ as a Percentage of Purchase 

Stock at the 

end of the year 

in '000 qts 

2,377 

3,777 

2,1 48 

Domestic 

pruchase in 

the year 

'DOn qts 

4,369 

4,591 

5,738 

~ ,100 

Source: AMC Performance Repol't 1984/85 

Stock as 

percentage 

of pu rchase 

51 

66 

52 
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The uns atisfi ed dema nd on one hand Rnd huge s tock 

on the other hand reflects th.;; corporation i ll ab ili ty to 

match supply and den:iln<l by quality and quant i te'. Th i s 

i ;;:!' li es that thE: corporation has to ;'~V a (1reater 

a tt2ntion to thp distribution protl~ms . Organized 

purchase and sa l es "'ith r espf'ct to crop and qua l ity ciln 

bett e r ba lance s upply and dema nd ilnd minirr.ize undesirable 

stock. 

4 .3 . Effectiveness of (';( in :':ee tinf' i~s ['''sired 

Ob jectives :-

On!' of the major objective of ''.I'C at its estul'li shmf'nt 

hnd bQ~n to closel y r e l a t e thE see sonal a nd geographical 

price variation and stilb il ize :"ric"s . Redu:ci n0 seasonal 

variab ility i r fo od ~ r a in pr ic l2s is poss i tl l e if the 

marketi ng sys t em has t he CJ Da city to s tore prod uct s and 

ration ou t the supp li es as ~v0ntly as poss i ble from one 

ha rves t to anothe r. The seAsonal pric~ rise shou l d idea ll y 

not exceed the s torage and ha ndling cha rges. The SR I 

suggested an incr0Bse of 20% whi lE SWFD FAR'I o ropos ~ l ~% 

f rom the 10l"t's t pri ced month to the hignrost priced l11ontl] ' 24 

as f a i rl y correspo nd i n9 to s t(lI'o~e and handl i n9 chargl?s. Po ny 

amount in excess of this h~5 heen r egarded as imperfection 

in th E: 5,vstem. 

The f o11o"' inr ta bl e rrouy tilro" s()r.;e li ght on seasonal 

price variability and m,c cwacity to n.ini mize the var i ~,nce. 

l 2t, . . 
Ib,d., pp . 110 - lb6 . 
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Tahle 13 

Seasonal Pr ice Variat ion 

Difference t ~ t",ecn 

~i\rch anc Sertemter 
prices 1962-1 974 

3.44 

3 . 60 (wh ite ) 

:: .32 

3.21 

2.91 

51·JED Ff.Rf'; vol. T 1. 

Largest difference 

over the calenGor 
year 1980-81 aVRrH~e 

of yearly fi(!lJre 

42 . 2S 

17. GO 

l 8.no 

30 .75 

Zr: J'n 

The tahle indicates t~at thp hiSh seasonal price 

rises ccrr~spond to the ~erjod of f~r ' s orerational expans ion . 

It is also I'orth to note that high variar,ility in prices 

have been registered for the ~igll valuod food 9rain (w!lite 

teffl anc lo~ val~ed foori gra i n (50rghu~). The high seasonal 

price variability in 10'" valued 'lrair seriously affect the 

c()nsumption anc incon;e of noor conSLnpers. This is indicativE' 

that 0MC has failed to closely relate the seasonal price rise 

to costs and sta~i liz G prices. 

J'.fo.t!C is also expec ted to integrate: the r;ational food 

9rain market by closely relating th l' geographical rric p 

variatior , Suroluses mus t cuickl y ~ove fro~ t~e point 

j 
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of productio r. to meet th '" deir.and of deficit re~ions. 

Pairs of Mo nthly cr ices for ~d~i5 A~aba and five 

re~ional markf'ts have b~en r81at.'C in thE: fr:: 1l 0'dn~ 

table. 

Table V 

Rela tionship of P,dd i s :',babu Para ll el l'arket Price to ' 

r:ea ional Parallp.l '~ark2t R'cta il Pr i ce for !"h ite Teff . 

1978/ 33 

A.r,. / f, r, / 
1,\ •• '. r .!' . / 1', • f' ./ 

!}ahrdc.r n(~ss i e Go n(iar Shasnen!ane 

P ./\ . nr i ce for 

selectee months 102. 35 V'!:' .S3 109.55 1" 3 .71 107 .89 

Corr espo nding 

r eg ional rrices 65 . "-1 52.10 85 .35 67.o~ 80.27 

Difference to 

tdd is Ababa 3E .9,', 54.71' 2il. 20 l,n.7[3 Z7 .5~ 

Corre 1 a ti on 1."Ji th 

J'.dd i s ;\ tii ba f). 151 t [1. 1G8{ ,.,. ~ 2~2 o.(1rrg 0.2361 

Implied t.istance 

from ,c,dd i s I',baba 

at cents 2,995 {: .379 1 ,936 3,2E2 2,262 

1.25/qt.km. 

Source : SHED Fi\ R~1 
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Thp tablA reveal~ th~t f~st expans ion ard co"~olidation 

of t~e nationill <;rain market"in,! system. ;" ~e disintesrat.ion 

of thE ~arketing 5y5te~ ,rs serious iRplic~tion on pro " 

duction marketing costs and consumers. Th us the extent of 

~~C's contribution to i nterregional ~rice dispersion through 

moven-ent restriction on thr r"rt of the L,ri vate' operat.ors 

can be t cs ted ,lith the specifi cation of thf fo ll Ol"ing J'lorlel. 

Cvpt = bo + bl Xl + b2 X2 + b3 X3 where 

Cvpt = is the coeffici ent of interregional 

variation of r~tail prices of the three 

food prain in year 't'. 

x, = , is a dUlIlnJ variable havin9 :1 value of zero 

in 'year of free mover.:ent ane' value of one 

in year of restriction. 

x" • is a tc.ta 1 sI2~!) l y of iI 9i ven food (Jrain . 
~ 

X3 = i s an i ndex of concentration of il given food 

gra in . 

ThG f!10c'2l has been used to ('valtl~te interre~ i on.'Jl 

di spersion in the tGff, ~he~t and maize. The three crops 

have been selected on the bas is of relative supDly and 

availab ility data. 

It nJs been ~ssumE'd thJt thr movpmc:nt rr"striction 

imposed on privGte operators and p ;r's under utilization 

of the avail~b1 0 faciliti 0s heve resulted in ~ ig h price 
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v~riability tctween rc'~i(l~s. Th e' restrict ion po lic.v has 

The fo110:.';n9 regress 'ion results heve been obt1lim:d 

from th e modF'l . 

f:eg ress i on Res ults of eoeffi ci ('nt of I "terreOi onil l 

Pr ice V~riat i on (1976/77 - 1 9B~!85 

Pcstricticln 

mean 

Cr'o ~~ bo 
bl t .) L3 

R2 
P.dorf) r fter 

Teff 2.7f1 2 ~~ . 20 1 I'"' . ('3 C.27f 0.87 21. fi 27 . 7 

(1.61 ) (1.752) (0.005) (f).SO~ ) (0..75'J) (1. 25) 

', ;h<?a t 3r'. . 6B~ 10..513 0. ?Go (1. 123 n.7f 26.~ 37. 8 

(f lV' .• , c. I (5.29 ) (O.(l(l2) (0.123) (n.~95) (0.50 ) 

I' la i ze 31l'(78 15 . 581~ r.. Bn 2 r . 3Sr, n.es 19 .1 35.4 

( ~ . 623) (3.C6:; ) (0.005 ) (0..28) (1.512) (3 . 124) 

All coefficients have th~ eXDectcd sign and a l ~o 

s i gnific lnt ~t 95% l pvel and ~2 is also high. Figures in the 

parethesis are standc.rd errors. 

l!le period fror' 197(;/77 - 1980./31 vias (\ period of 

re 1 i.I ti ve 1y free movemer.t '."h i 1 p. 10 81/82 - 1 Q I3~ /85 ''' <i s ~ 

period when strict povemEnt contro l have ~een enforced. 

The me~n be fore end ~ ft ,:r f'10Vf'l11r:nt res tri c tion h;;ve been 

estim~ted an~ t he r esu lt co nfirm t~~t retail "rice 

variability h?vc been higher for th.' t~ree cereals in 

the reriod of movc;;>e nt n~s tri ct i on t"'~ n the period of 

free mov([;'£ nt . li ith inte rregio:11' l ['lOVel'lent re~trict i on 
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surplus Droducer~ earp l~ss and deficit "rea co"sumer~ 

p~y more t.h" n th py oth~rl'li sc " nul d, enG hoth 1 ()S2 i" l:'\c 

crop 'ye f.', r~ than in norm?,l Yl?crs l:-- E caus ,~ in nor"'1t1 1 Y(1ars 

interr"!gi on8l mov~lr,ents i , grl'cttT ur.d<:r t'le uU5:->ic(!s of 

the S"Cilte. 

T~ouSh restriction of interregioncl movement hns 

resulted in fas t i ncrp.ase of /V"C' s ~rocurement it r:ay i r. 

a ll Drob~L ility nflt incr'casin~ tfJe sum of rroduce l's and 

consumer s \"elf~re .'s it 'is measured i n welfare' <' conomi cs. 

It is also ths objective of AI 'e to givQ ~oon m~rketing 

service to f<lrr.ers ty ensuring timely supply of i nputs 

and remove rroduce to ~voirj W~St0 Jnd cClPgest iQr.. 

Ferti,izer i~ e. s in~' l e r.ost il"oortant and in 

rel ?tivp so:nse, \·, jdely used ci\~h inrut by sriilll h()lrlcrs . 

Th0 amo unt 2nd distribution of imc rnVF ~ seeds i s limitEd. 

;;nt il 1984/85 tl10 r rocurement and distri hltion nf 

fertilizer and oth er chemicals had been t:,c so l ,: r ,, ~ponsibi lit.Y 

of ,l\i~C. (fter 1 98~/85 ~ n€,' ilge;;cy, the r,qricultural inputs 

~li'. rketing Corro rC'tion C~Pf.CO) hi' S bern est~hl i sh~C! under 

the ~;in'istl'Y of !-r-ricu ltu y" = end t~ke n over th e responsibility 

of rrocu rement and distri~ution of fertilizer . 

Once aqa i n as in th.: case of f ood gra in the genera 1 

atmosphe r e under ~J h ic!i ,~ ' lC hc.d been procuri ng and 

distrihuting fC'Y·tilizer a~d cb2mica l s v'as? cor>rlicct ~~d 

one which had u serious implication on i ts operatio n. 

The procedure for fertilizpr prr curement is too lonp. 

Sine .. M'e hil S no copilc ity t o ,?s ti ma t (' f ertili7er 
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surr li ed by its clipr.t.s. F,' rtilizcr reqllirr.fP"rt is 

or th 2 tasis of requests fro~ rc~s~nt ~SSoc i 3ti~n . On 

the bas is of fert il izer de"~rrl rorpcast "'.'I t~1C '11'):, "~C 

~repa rcs the r~quired 8an~ cre~it and subsidy, to financ~ 

fertilizer inruts and submit to thr 0~CCP ~hic' aftpr 

revi'2winS f~rther sU~ r'it it to til" council of t-<iristers for 

fi r,iI 1 aprrov~ 1. " viC ;1rncures ff.rti 1 i z,~r fro", i\~ roa d "!ith 

funds prov i ded t,y comr;:prci,11 F , n~ ond distriblJt,' to 47(1 

:~! input di stribllt i on centres fr~m w~(r( it is cn ll l'cted 

by ')e1lS 3nt ass'lc i ~, tior's lnc "roducers c'}[>p~riltivf's. The 

l ~~ acts DS an E0ent OC ~gricultur~ l ~nd Irrlustrial ~ank 

(;'lriC) and de li ver f~;rtiliz'!r or cn:rlit t o filrmers 0n 15% 

down paymGnt. !t st' rods the rf' c['i , ts of di str ib utfC: credit 

t o F,lD!! o~ the !:>~s i s of 'Ilil i ch tbe E::, nk makes paVf""nt fr,r, 

~MC for f ertilizEr dis tri buted . Th~ undistribut~~ ~mount 

rEmains th e dect of ,"'1C "'h i cr Plc-ans '1i~h i nten!s t c~ ilr';C:5 

to the corrJol';: t i on unt i 1 the next SPilson . 

Th s r e has !',)fn 1 i: t o deci:; i or on rrocu r ome nt and 

tight ti mi nG, l En~ i r£ t o rU~ChdS0 whpn worl d fert ili zer 

prices whpr e h i ~h on ~2vcra l "cc~sion s end delays in 

procurerrcnt, tr~nsport and del i very to t10i', distribut i 'Jn 

't 125 
j.JO l n ., . 

Therefo re n. : ~: had bee n unatl", to assure tin'e ly 

P S 
~ 'SA€ for e xa~ple Joint Cov~ r n~en t of E tl l in ~ ie 

a nd ,lor 1 d 8<: ok i'l i s 5 i on, n;· . cit. ; [xp<: rts Committe'"' , 

ur.ci t . 
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to in"ffici(;!1cy ~nd lol-lcr sh<'ll'e 'If prruur;'r in final 

ccnsuml.. .. r rri ce . 

Tab1" 11: 

The Share of Producer in th~ Fin~l P.~ . Consumer 

;'r i C2 1~e,2/8? 

T,Y De Producers . '!C COI1S un,·' r<; prfJdllCers 

of price "ricc in thl' 

r:rilin tirr/~t t i rr/qt bi r~/,;t. pri c€ 

ir ~ con5umer 

price 

TE:ff 1',5 67.55 'f) 0- , ((;.t 56.~0 

lllh c"at Of) 
,-' . ./ 51.1 G 75 58.f ,),0. on 

[kr1 ey 26 45.73 i'{) ~6 . 8 37 . l ·~ 

i';a i ze 20 t,~ .11 52 ;~-5 . 3 3" r. u . ,J 

Sor9hum 23 19 . 7f sr rG .2 3(;.3(; 

T~~ producers ' price) ~~C's and cnnSlJmnrS' prices 

have bee n f i xed for the 1ilst five ~ears. Th~ price 

spread hfts bEEn ca l culated for ~ddis ~baba th~ l arg0st 

termi nil. 1 mark,_ t accr,u~ti n9 ff)r 3fl% of the urr.an 

consumers. The n::sult from t~ f tiltle shol~ thi',t t:h'!re is 

higher rrice spreJd ilnd th 0 s hare of produce r s ~rice in 

the fini!l cunsumer 'lin- ila~- h2t?n 1f)1.: . 
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supp ly (o f inputs to farmei's. 

fJi scu ~s ion Itritl. th;:,: i.'~:H"l?:ge!n(r. t of 1(': $~rvice C Of)p(l- ~lti ves 

i n th e' ->:" 1" ."2 Horcda~ d\lri n,' f i e ld Wl r¥ ~y the. n '5('" rcher for 

this firOj..' ct , ha s brouf,ht t rl li9ht that ,we has locI.' r Im~ti l e 

tr ri?f:lovt: sur!: lL.:s i r· tin;p. The rr,w':f10or:'('!1t of nll co·· 

operiltiv:::s hav e 5~nWn th e s t ores of th e ir soci!?iV'<; "!:, ich 

W2 r~ full y of grain and ~ot c f rp~sant~ a~pear!ns at 

coo~~rative store to deliv(r thrir quota. ~~ rticularlv 

have stopped to ~.u·/ ~; r i" i n -froIT' r.:rTt:crs cecausE.1 they h.:ld nn 

plncp to store thr: procur:::o grain. Thr r:an (> ~)Cp'~ nt of th-2 

snciety ,)ccu s~:d IJ}IiC st.3 ffs in t hi.::· 1r(:,c. fer fu "ilir:9 to 

rcnXlVf the ~ rair. fr1!" s t orr, c.cco("a irn t r· the ir l'f'f/u·:sts. 

The f ai lure of .f.'·'C to remO'd' ~~ ~ rlir· s t·'1< l' c'it<i: tht; 

ca ri)C i ty of th" sod etl to 'lr<)cur!' Ix·r", 9;'0 i nc rd hcs 

a r,tBO(1niz,"o its r e l i' ti rn I·:iti, mOI\'h"rs for f 1' ilure to 

provid12 nl~rketin(. s,~ rv-ic2 for t'",1r (lut!,ut. Since ~i12 

hrmers hi'S no (lth .. r out10~: th~;' tbe cr)on0r~tiv(' th r 

fa i lure of the soc i ety tn pr0vi ~!(; <; ffici ,'n t I"erketinc; 

service r':\s its ieT-nct on f ,.-od " r (l in product i on. 

The other o~j2ctiv0 of t'C h~s alsn ~e~~ t o decre~sp 

marketi ng j7\i: rgi n Lc t\'!een producers ar.d whf)lp.sf:lers 

l evel to i mprove producers prices end incpntives. Th2 

success of !1:·lC ,'long t hi s 1 i ne C-".r. be corwt'ni ;;ntly 

G. ssessed by us i ng the:: shnr't") of prcdpc0. rs in thE' fin11 

CO~S UJl'·ers oric l' . In the .)bsenc'! nf sut-sidy 1"", nric c 

srrp.-,c! -ir:'p li es th" effi ciency rf" th , r:,lr1 ,?1:ing syst>?!7' 

Gnd highe r sherA fl f \J rc·duccr5 i~' t;., r.: fin?l cnnSUDcr 
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Fl;r ther it ca n ~,<: obs ,.r"e'; frol;; thE tubi '.' thi'1; th (' 

sh"rs of p'od!Jccr<; in i O'} 'Jil. 1 we! cro~s 1 i ~c BnrlE:,v, 

~.'laize Jnd Sorrhum h~. v~ Lc-':!r. "less i:1an t;r.X \,Shi l 0 for ~ : i9l; 

va'u~d teff i t is ov~r 56%. In the cnrt rn l lpd ~ar~c t, 

th" refJrt' there i s 11 t ,:nc '~ ncy tr. disC(lurC'gr. th e I'rodL!cticn 

of 101-/ va l ued cror. ~ ·=-: t the f'(\; nt of ~'rf)d u cc:r<; ?nd 

rena l ize poor CDnsu~er at the point of consumpt i on . 

fnober interest i nG po i nt "'(lv l d :13ve ~Jef: n the s~arr: 

of producer in f i r.ill cors umers ' pric r> for t lw foorl qrl1 i ns 

bough t from th0 "'0 r<l 11 e 1 n' ~ r ket. tl thou c~ i ' ,forma ti O!1 

<1[1 C'Jnsur.:ers ;Jrice ;, r e Dvail Dt, l c t~f: r c (ln' W' data on 

pri ces t t IV;'; ch t~le cOF:;.,od i ti es have b2fH~ cur chA sed f r or;; 

producers. If i t i:; ~.SSL'r,:\:C: t ~-Ia t. !l Y' i Vft;. ti1cr chi,!nts huy 

ut th(' S,U';10 f i xed ~ ,; r l c€ fr-cm !,,"odw:::"'.r's thr r' r -jcn s~) re f! d 

wi l l be toa hiEh, s i nce th ~ ppr~ l l ~l market r ric0 is 

higher than t ~ e c,ntrolled 8arket nrice. fu t th rrc are 

~n ca s·j,. f (1r ~ssurr:ir.g 50 h"caus~ rr'~ rchant<; c,, "not ~ttri\ct 

produCEr u nl e5~ th ,oy off,"r GP +tEr I",r i c'?> t:l~n fixed ~y 

thp. grlVr r nml:'l t . Hm"(! v '~ r i t CC!1 be as<;IJI'!'~d th ' t t~ p s'lare 

of Il r ndUCf,rs canno t b'? so hi gh du( tv the risk i nVQ 1 v,"d 

til," CilSE of :-,ri vc t e tl'ade anri high r:" Grket-j ns cost , 

It> £e~eru 1 ill thQlI~'·l "r ',; h?s bee n ahle t o i ncre i.l st-'" 

t he voluw.c of i t s procurement i'nd i nCrf'a,ed i ts shun: i n 

marketab l e? surn l U5 it has been ur,i.'b l e to c l os2 l y re l ate 

t he seasona l and 9'osr3rhical variati on in prices, it 

h0S f~ il cd to gi vf pood marketinr sprvice tn r r nduccrs 

by 5upp lyinr i nruts in tin0 3nd re l'!'ov.l of r rnduc 0 ~ nd 

it has not at ~ l l decrc~5 ed t~ r -·' r ~ ~tinp I'!'arg i r 

b8b'~:' r ;lr()CUCf'rs ono consumc>rs 'Ild iP'n r evcd rrorl ucPt'S 

in 



= 126 = 

'i nc(·,nt i Vf; S • 

Restriction and centrel dl:iivr:.~d thp r.rain r"'".nrEktipg 

sys t~m und 2r ::rollnd~ disii'itp9r~t2d the n;"tior~l sr.J.in 

In~ rketin~ svstem~ d i ~ners ~ d t~e quart i ty m~rktted int0 

small ' ots ~nd i ncrLcs2d ~~rketins costs with its 

impl icati on on producrrs nnd C0ns~mers. 

-L4. COOPER.tITIVE 'it· fHHING 

nne of th~ rr. cr.nt rofnrm in 1'h0 p,"'t i oral gr~ ; n 

m(\rkr;tin£i systei.\ h?~ beE'!Y'l the es tahl ishmert :'"l'r 5crvic'3 

C00r>er.Jtivc';; r,nd tbc i r i'.ct i ve D(~rt ; c i r{lt i (1n in grain 

~arketi n~: . 

The number of se~vice c00DPratives ~v r~0ion and 

their l evel of devc l orment is :ji ven t-e10"' : 

;~r;g i o~ 

Ars i 

E ri t E.:ra 

Car.lC Goffl' 

Gondar 

Harar'sh0 

I II ut·"bnur 

Shna 

Sidarr:n 

Table 17 

~erv i ce Coo['pratives 

30 
3(, 

~i 1 

58 

12(' 

126 

", 11 Pgil 111: 

~0 1 1 n 57 

Unre~i s ten:". 

75 

[jl.l 

13 

77 
30,7 

~~ 0,n 

'1 ') r" 
( .... ~ 

1 ""::' r.: 
.~~ 

18" 

~ ~r; 

11"'7 

5~ 

233 
?I)l 

:283'1 Totcl 317 
~~--------~~-----­

Source : ~inistry cf r griculture. 

In 1983 the cooperative societies had 1f,oon p~ftsant 

accociation fembprs Jnc 4.e million housrhrlds. T~eir 

T'l till 

1"2 

128 

13 

81 

'111 

.2:',8 

259 

18(' 

24·2 

1055 

?'")~ 
t_ ~.' ." 

5f 

3<'7 

258 
3[51 
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totJl capitJl by in r~ay 1](3:~: ~",JS 7~- million iii rr . The 

coupe r<1t ives larqc d.-::velopment rot0nt iul 2nd they h::lve 

r.1ultipurpo se ~clivitip.s i.e. 

for the supp l y of consumer goods 

for the markzting of ft'lrlJ1c r s p r::-duce 

fo r supp ly of farm im?uts and c redit and also 

for social and product ion servic2s t o th ~ ir farmer 

membe rs . 

They hiJve shown ~ OJ;j rkcd inte rest and p2rformtlnce in 

gr J in ,nd as shown i n t3b l e D the ir shJrt: in tot:J1 supp l y 

to AMC grew from ;Z i~ 1978/:9 to 95% i r: 1)8~/85. 

Th~ society huve bC8n a1lo\"J(:!c! a mar-J in of 5 Ui(r/qt. 

in balking qrain for AIle. r~ough ofle rating of this ,"~r~in 

wil I provide th~ society wit h amp le profit , many of th~ 

cooperative h3ve not started to benefit the member by pro ­

v idi ng credit which is high l y demnded by fa nners anu ;:, 150 

increase the members' int (: r est to t he cocpc r.'ltive . 

The m3rketing costs of service cooperativ~ for grain i t 

shovm be 1 ovJ. 
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: .1 b l e l d 

,liVEr-AGE ;',,\I\KET!NG COSTS ·)F SERVICE C()OPEf,,\ T IVES 

Personnel 

Soci ety Secre t ary ('Ji rr 125) 

1/2 t ime sho~. l/Z g rn in purchnse r 

Sto re keep~ r , grain 

2 Guards , 1/2 t ime (Birr lC) 

Travel1 ing expenses Sr. 2x15 d~y~ 

Store 250 tons x Birr 65/ton ~ 16,250 

Dep reci a ti on } 15 ve~ r § 

Intt:rest ~ 3.5:; 

Too ls Bi rr ! ,0)00' 5 years 

Fu mit:;ati on 

Load ing Birr 0 .40/qu int2 I s 

i1isc, 5 ~~ 

Rev-.;! nue 

Comrr.issior. Sirr < .00 .x 2,500 ,. 
Surplus (It 2 15CtJ quintal) 

Sur pl u!; (iJ t 3.000 ~uintClls) 

Source : SYED FARM Annex 5, p.2. 

A OI1U3 1 Cost Et. S. 

825 

1320 

,;?, 5 

---.l.Q. 
3100 

11 ,)0 

770 

200 

1001) 

320 

6 i'OO 

125 00 

+5000 

+0050 
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Thus a coop::rative can m:tk0."3 net profit of 5,')00 Sirr 

for annual pLir~h::)se of L}500 qu in t .l l s. The :' igher t ho 

co ll <=ct i on t he h i gher the profit "Iil l be. Howeve r , the 

effect i venl!ss of At-iC has put 3 1 i mi t to the:. development 

of the se rv ice coopera t ive as ,..j i scussed i n sect i on JLJ . 

ThO;.! effect of {\Me on t he 5e rvic~ coope r 3t i v0. ma rke t in ') may 

h·3 VC! c r eFlted -=Jdverse inJpClct on p r oduct ion . 

~.5 Pr i vate Secto r 

Data on t he ope ration of t he p ri vate secto r i s d i ff i cu l t to 

ob t ain . The system of 1 i censing dOI~est i c trade h"ls been 

de l egated to grain pu rch~sin0 t~sk forces of vnrious levels 

and there i s no i nrormat iot l on the number of g rain mercha n ts 

off i c i a ll y Gpeoting in t he markets. 

The i r aqency t o AHC has qui ck l y been r apl 3ced by serv ice 

coopera t ive si nce their s;'ure h35 d~c l incd f rom 95% in 

1370,/79 t~) 5v~ i n 1 98LI /~1 :;. How~ve;-- t hey con t inue to op;;r·Jttz; 

i n p.J r a l le l Illa r k", t with hi~h"r r isk and p r obab l y mo r c p rofit. 

The sou r ce of supply in majo r urb"n m'Jrk'"ts i nc luding .. ~d d i s 

Ababa Fo r h i gh va l ued food grain such as t e f f r ama in ed t he 

p ri vate ope r a t o r since the supply f r om kebe ll e soc i et i es 

h.Js beer' in su f ficient or un :sv3ilub l 0 a l toget her. 

Three cases of ';: r 1i n mc!rchan t s ope ra ti nq costs have been 

est im~ted by SI'!ED F . .'\Rt·1. 
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Three cast~': cr .1e rchant oper ·~ t inq costs Grn in mc.rch;lnt 

at ~'/oretta buy in(l on be~ulf of ArC. 

Loading, stitching ilnd storin,] 

LO<3d i nq truck 

\!eight IOss8S, 1% <lV . pr ice 40 

Taxes and 1 i cense 

Store depreci2tion 

Total 

Reta i 1 el" Add i $ ,qbaba 

Store r.:=nt/qt . 

Bag 

Unloading 

l"emp0rary staff 

Losses 1.5% av. pr ic e 75 

Taxes t~ 1 i c .;: nse 

Total 

Merchant at Debrc Zei t 

Ass8mbly cost in the country siJ~: 

Use of vehicle 

Fee f o r each qlJintal transport 

Loadino costs 

Costs of sack 

Unl oad ing at store 

S to rage G()S t 5 

Lo sses 1 .5 % ,~ver3ge price 50 

Taxes and 1 icense 

Load i n!J for I\dd i s ,'\b.1b" 

Tota l Exc ludin J to A.A. 

Sou rce ; SIJED F.lIkM I\nnex 1, pilge 11. 

Birr/qt_. 

0 .80 

0 .60 

0.60 

0.05 

2.45 

Birr/gt. 

0. 12 

0 . 40 

0.50 

O. 10 

1 .13 

0.40 

2.65 

Birr/qt. 

0 . 33 

0.50 

0.25 
f) .40 

0.25 

0.16 

0 . J5 

0.53 

The tab l e shmoJ s that merchant assel"~l ing for Mle has 

less cost t ~an th~ r~tailer in Addis Abdba ~ nd merchant 

1 



)t Deb r e Zeit . Th .:! rt."! .Jrl;: n.:;· cr i teria of ev::ll u.Jtin9 wh,:! the r 

priv~ te me rch ~nts a~c cost effective o r no t, since t here a re 

no info rmation on th~ i l' pu rc!13s8 pr ice 3t farrn. 

Al t hough the two OP'!rltc unde r e ntir(' l y d i ffe r en t c_mdit ion 

cost comparis..;)n li f ~dC .Jnd pri vat . .: f'e rcha n ts has been prcs~n t t: d 

i n t he fo ll owinq tJble . 

Tab 18 'lQ 

~ynt h c:t i c Cost Gu i ld up of PJIC and Pr i v~tc Me rchilnts 

C·')sts do not include the 

Costs of bugg i ng the g rain 

in :ind out of t~\e stores us 

est i m~l t ec: 

;~t1C collect ion (.If ~l rd i n ]t 

the coo per3tive - actual c e sts (I) 

Transport rrGm rur.Jl stcr.:: 

to ildd i s r.bilb ,;, 

AMC 273 kms JV . distance, 

",e ighted cost 1 .63 ctsiqt ilnd km. 

i" le rcharts us i ng 6 ton truck 

and an a v~rn~e d i st~tlCe o f 

125 km . (2) 

SU raO(, costs, 4 months (3) 

in( e rest on purchls0d p ro duc t s 

4 months 3t <.j.::"t In pr i ~e 

Br . 55/qt. (q) 

AMC B r8Sp , 4 Mon ths at 3.5% 

an pr ice Or . 37/qt. (5) 

MiC ov~r h8ad 

{\,1C p rof i t & C;)P i tiO I ch3 rge 

Tota l 

Source: SWED FA:{M (AS) 

;·1crcha n t 

Typic,, 1 

.JC t ua I 

Co s t 

(2.5 ).00) 

2. ,G6 

0.3 1 

I .71, 

(7.20 ... 3.70) 

!IIK 

TYl' ica l 

ac t ua l 

Cos t 

3.30 

0.85 

2.34 

1. 05 

1. 34 

14 . 12 



1) Me rch<1r~ts 2ssumcd to receive grJ in t o the i ,- stcr(;! in 

typic:)! ca~l f~S . 

2) The k., and quint)1 rate is f o r , 6 t on truck on b itumen 

road. 125 km i s assuFI\::d ov~rase h1ulag~ d istanci;! of merchants . 

3) Comp.]r'?s 4'-1e ho l low b l ock sto res _.t Sr. ISO/In s t u r ed and 

25 years ddpreciation wit h local sto res at S r. 65/:1T, stored 

~nd 10 ye~rs Jcp r eci3 ti an st o rag(! ti me, 4 n~nths, ~r ivate 

trudcr, 8-6 l:lon ths jnt .. ~rests. 10 percent . 

~) Assuma aver3ge merchant purc ha se price. 

5) /\;'·1C actu-3! interest period cs timJ ted t o .g munths. 

The tab le shows that A'1C opc r~tes at h igher cost than 

pr i vate merchant s. lh '-' hi~ hest d iff"r,"ncc has bee n observed 

f o r t ranspo rt and inte rest on purchased products . The 

dif fe r e nc e in interest charq.-,s i s ma inly due t o the fact th il t 

ArK turn over is ve ry l ow (0. ')2) compiJ red to ;> r iva t " opemt ions. 

The difference in transport cost is th~t AMS is only cam?stit i va 

in Inurkcts fa r d\oJay from consumption cent r es whil e its share 

in the nu rk et,..;d quantity i s quite sma ll in a rcus near b ig consurner 

centres thus be in'l forced , to transpo rt gro in oVer" very long 

dis t3nce. 
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4.6 ?rincip-,",.I Grnin Flows, Functional Relationship and 

Structur,~l lilfluences in the tJutional "rain Mn.rketin~ 
~~~~~.~~~~~

~~~~~~~.~ 

Instituti ona l reforms ~re expected to bring ahout change in 

function)] relaticmship Clnd structural influences. ~Jithout 

ch~nges if I st ru cture influence seen in the ~re"refo rm ~eriod 

it is hard to influence production 3nd brinq ~bout desireablc 

ch:3nges in marketable output. The follo";;n9 t'lO f igures the re-

fore show the flows and structural ;nflll~ncc. 

Fig. 8 shows the flow af whole grain in the nationJl grain 

ma rketing syst3m . Processinfj has not been inc lu ded s i nce on ly 

u few part of f0C'd grJin is prcsent<:!d in ,) proc cs s~?d for;i1 t o 

consulnsrs. t·~ost c ' ... ) nsumers huy grnin 'lOd procl~ss it at priv3te l y 

op~rated smuj~ mills on a fee basis The lii"r~rchial structure 

of the pre r ej-')rm nnrkcting system has b"en dism~ntlcd and 

replaced by D mon ooo l istic parast<)t;:l1 org3nil..Jtion, the Al\1C. 

Th~ in st it ution~l refo rms in th~ R~rketin9 system 

hoy/ever did not le~ld to chang '.~s in the pOI-J(;! r structure 

rc13tion in th E: p r e:;ent mark,~ tjng is shm'm in figur~ B. 

The figure indic,)t"s th1t whili.; 13nd refo rm ilnd r e lated 

institutionnl changes are necess~ry conditions f or 

increase food pruduction Jnd ma rket supply , they are 

not sufficient conditions. Due n~con 5 ide ra t i on o~· 

marke ting 3nd pricing po l ici i~s ar0 thcrllfore nec0ssary 
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Fig.8 Flow of ,!hole Frain in the Na tioa al Grain Marke tln a .,Vbt:em 
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bwfo re it neutral i zes the ga in in land a nd othe r re l ated 

ref o rms t o the producer. 

Fig. 9 shows tha t sma ll holde r are sti 11 pOYJer l ess in 

in influencing price s . Stat e f a rms and producers coope rat ive 

have to an extent influence on pri ces . State farms are paid 

15 - 20 Birr more pe r qu intal fo r the same ty pe and probably l ess 

qua l i ty grain whil e produce rs cooperat i ves get 5 birr/qu inta l 

more (see annex 11.1 and 2). 

The neg lect of small holders power in p ri ce format ion may 

be a sound po l icy if they are in sensitive to price. Had 

f ound supp ly continued to increase whi l e food pr ices were 

decl ining in re lat i ve t e rms, there wou ldn 't have been no need 

for eva lua ti ng the food gra in ma rket ing a nd pr ic e pol icy. 

In the next chapte r we s ha ll exam ine the responsiveness of 

sma ll producers t o price changes. 
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Fig. 9;:[,he ;nfluence structure in the l1arket ing 

Sys tem a n d the relationshi-r ,betw~!,.,.~ 

System Function After InstItutional 
change 
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5. THE EFF ECT OF GRillN MARKETING Arm PRICING oOL ICIES 

ON THE RESOURC~ ALLOCATION OF SI1ALLHOLDERS 

The prevai l ing evidence suggests that food grain pricing 

pol icy is based on the assumption that producers are not 

responsive to pr ice incent ives. There is also a tendency 

to attribute the decl ine in food product ion to the drought 

and exte rnal economic situations a l one. It is true that drought 

and external economic situat ions h~ve contributed to the 

decl ine in food production. However, the absence of 

material incentives have a lso their due share in aggravat ing the 

situation. There is a need, therefore, to review the 

assumption of producers irresponsiveness to positive iducements. 

Several reports on the gra in ma rke ting system by outside 

consultants a nd nationa l experts have confuted the assumption 

of producers irrespons iveness and recommended price increase 

~ nd rational ization in the marketing system to the favour of 

126 producers. However, the reports do not contain sufficient 

informa ti on on the producers response to price and other 

incentives. They could not equ ip the government with an 

instrument with which it can inf l uence production with a 

priori knowledge of the outcomes of such measures. The failure 

of most of the works in this area is that they are entirely 

based on impression rather than objective eva luation of the 

impact of the system on producers resource a llocation decision. 

126 1b id . 
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The best a nd most re i ia bl e method of determining f a rmers 

response to changes in marketi ng system and prices ",ould be to 

ca rry out sampl e surveys at farm l eve l so as to e l icit t he 

farmers, own opin ion on how and to what ex t ent their production 

and ma r keting beha v iour can be affected by prices and marketing 

a rrangements . It i s in this I ight that t he samp l e survey in 

th ree woredas l ocated in three adm inistrative r eg ions has been 

conducted. 

5. I THE FOCUS AND METHOD OF STUDY 

The study concentrates on the t hree ce rea l gra in s (i .e., 

teff, wheat a nd bar l ey) wh ich are g rown for food in highland 

Ethiop ia. Sorghum and maize were excl uded because they require 

s l ightl y a different ecology from the t hree ce reals and the ir 

production and marketi ng seasons do not exactly coincide with 

the cereals considered. The three creals conside red are 

consumed both in urba n a nd rural in var ious froms. The most 

common nat ional stap l e is " inj era" whi ch can be made out of 

any of the three ce rea l s of combina ti on of th em, the most 

common be ing that of teff. 

Commercially, man ufactured bread is usual l y prepared from 

wheat flour but recently it is being made out of barley and 

ma ize too. Wh eat and barley are a l so used as "ko l o" roasted 

grain and "nifro" a boild grain which are important at break­

fast and between meals. Ba rley is usually used in preparation 

of a l coho l ic be ve rages . 110st important is "tella" a traditionally 
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manufactured bee r made from a mixture of germinated barley or 

wheat and green "gesho" l eaves a subst itut e for hops . Thus, 

cereals are consumed in several forms both in urban and rural 

and a l so occupy a major share in cultivated land . 127 
/ 

5. 1.1 DATA COLLECTION 

The data on the market supp l y behaviour of sma ll holders 

were obtai ned from the sample survey interv iews conducted in 

three Woredas l ocated in three different adm ini st rative regions. 

The samp l e questionnaires used for data col l ection i s shown 

in annex III , 

The su r vey was conduct ed from Dec . 16, 1985 - Jan . 8, 

1986 in Dege lu and Shenkora and from January 16, 1986 to 

January 25, 1986 in Ena r j Enawga in Gojjam. All 

information for the s tudy re late to 1984 -85 crop year and 

the period of the survey co rres pond to the end of the crop 

year and beginning of the current harves t. As a result 

households were with fresh memo ry of the last seasons. 

In order to el icit the confidence of peasa nts and 

obtain rei iab l e information two methods were used . 

127 All an R. Thodey, op.c it ., p. 32. 
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First, a general meeting of peasant household heads were called 

and detailed exp lana tion of the objective of the study "as made . 

The second method "'as to translate the questionnaire in to the 

local language, Oromigna in Deq e lu and Amharic in Shenkora and 

Enarg Enawga . Six enumerators who have completed twelvth grade 

education and who could speak the local language from each of 

the woredas \~e re employed and thorough training "'as given before 

they met the informants. The inte rview was conducted at the 

informants convenience both at work place and at home stead . 

St ric t superv i s i on had been made by the resea rche r to make su re 

' that the enumerators contacted the selected hou sehold heads and 

properl y commun icated the items of the quest ionna i re to the 

informants . 

5.2 SAMPLE DESIGN DESCRIPITION OF THE SAMPLE AREA 

The three woredas, (Dege lu and Tijo Shenkora and Earj Enawga) 

wer~ selected purpose ly in consultation with Ai1C and Ministry 

of Agriculture . The criteria for selection were the crop 

patterns, strength of service cooperatives, accessibil ity to 

alternative marketing outlet and similarity in infrastructural 

facilities . 

Shenkora is 110 kms south of Addis Ababa in Yere a nd 
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Seekora is 110 kms south of Addis Ababa in Yerer and 

Kereyou Awraja, Degelu and Tijo is 2DO kms from Addis Ababa 

and 25 kms from Assela in Chilalo Awraja and Enarj Enawuga 

is 290 kms away from Addl, Ababa in the north west in Bechena 

Awraja. The three areas are as~umed to Pepresent the staple 

cereals producing regions. 

Based on the method of analysis, objectives of the study 

..;m<t C05t CQIls«lera~fon"S " rl~J..e random saJIIflle technique. has 

been used in this study . Simple random sampling is appropriate 

for a small survey covering small population but It is costly 

for survey covering large population. 

Since the aim of the paper is to look Into the effect of 

morketlng and pricing policiN on produeers allocatlve decision 

due care has b~ macle In ~signU1g the sa~ ~eordtng to 

the objective of the study. Factors such as availability of 

credit both for production and consumption, supply of consumer 

goods, effective market outlet for the output and remunerative 

product prices may influence the allocation decision of re­

sources at the desposal of small producers. It is therefore 

important to identify whether these factors have strong 

influence on the behaviour of producers and the effects 

differ between regions. 

Since the unit of analysis in this case is the 

household firm the sample size has to be determined on 

the basis of financial and time resources. The sample 

frame in the three woredas were 1 imited to ten 
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kilometers radius around the Woreda town In the sample frame 

were obta in ed from Ho reda admi ni strat ion and the sists con­

taining the names of members of each assoc Iation were obtained 

from the Woredas peasant assoc iati on office In each case. 

5% of the fa rm households we,e selected for the inte~, ew 

usi ng simple random tables. Accordingly 85 households in 

Degelu an d Tijo, 75 household s In Shenkora a nd 83 househo lds 

..., Anal" j Enawuga wer e sa lee ted and ~ter"l.ewed. 

The three Woredas were named A,B,C for ease of reference. 

'A' corresponds to D~gelu, 'B' Shenkora and 'C' Enarj Enawuga. 

Table 21 -:.wnmcr~ ~t,Q majar ch ..... o<;.1:errst ics- <!rf tb.e study 

areas . The mean cultivated land per household is 2.632 In A, 

I . I 61, in Ban d 1. 68 lin C. Ho I din g size va r i e s f rom I - I 0 

hectars in A, from 0 .225 3.5 in B and from 0.5 - 5 hectars in C. 

83.07% in A, 90.93% in Band 80.68 % in C of the cultivated land 

were a l located to teff, wheat and barley in the three a rea s . 

A i s predominantly wheat and ba rl ey g row ing wh il e B a nd C 

produce t ef' but l a rg e ly concentrate on whea t. ~Iheat alone 

occupi es 51.3% in A. 50. 13 in Band 46.23 in C. 

Th e average family s ize i s 6.797 pe r sons in A, 5.09 

in Band 5.08 in C. Output pe r household is highe r in A 

but with higher va ri a nce. Band C have closer output 

per household with C s l ightl y higher but with a l a rger 



- 143 -

TAB L E 21 

'MAI N CHARACTERISTICS OF THE SMIPLE AREAS' 

NO DESCRIPTION A 

SAt1PLE AREAS 

S C 

Land under cultiva tion (ha) 

mean area per household 2.633 1.614 1.6 1 

(l . 555) (0.689) (0.792) 

All oca t j on % total 83.07 90.~H 80.68 

Teff 
0.71 2B .34 23.46 

wheat 51.3 50.13 46.2> 

ba rl ey 32.01 12.46. 8.9] 

l /'leal> outpUt. per l>ousehold 

(1,n Qt. ~ TEFf 
7.995 6.14 

(3.528 ) (3 . 528.) 

WHEAT 1 7 • ~39 4.523 7.92 

(11.359~ (2.800) (6 . 184 

BARLEY 16 .359 4 . 185 6.177 

(l .999) (I .88) (2 .65) 

3 Average family size 6.797 
(3.19) 

5.09 5.08 
(2 . 247) (l.749) 

4 Average consumption per 

household (qt) 

TEFF 
2.334 1.96 

(2.048) Ni 1 

WHEAT 9.171 2.704 2.435 

(8.782) (2.613) (2.6) 

BARLEY 5.679 3.455 4. 042 

(7.58 ) (2.314) (5.53) 

5 Average cash income from 256.242 110.73 33.50 

Alternative sources (Oirr) (262.993) (175.38) (46.5 
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variance. 

Average consumption pre household is also is higher for A 

than Band C. Cash income from alternatIve sources per house­

hold is 256 . 24 Birr in A, 110 . 78 Birr in Band 33.50 Birr in C. 

5.3 ANALYSIS OF FACTORS INFLUENCING PRODUCERS BEHAVIOUR 

Several factors related to marketing such as transport, sto~ge, 

packaging, payments for qual ity, sell ing habits, price of oU4-

puts, costs of input, access to credit and information in one 

way or anotha .. "ffect the producer .. res<>u"<:,, ... llocat,Lon dscJs.1.oo. 

The most important factors which may have affected productiOh 

and marketabil ity of food grains at the farm level have been 

sU1')Jneyi'QQ uslng r_tjo~ and p9f"centages in annex I. 

Ten percent of the households interviewed in A have repooted 

that they have reduced the area allocated to have decreased 

the amount of land allocated to the three cereals. Only 5% 

of the households in B have reported such cases. The reason 

for decl ine in land a llocat ion has been mainly low grain prices. 

80% in C reported that the decl ine is due to low grain prices, 

in B it was 70% and in A 60% reported low grain prices. 
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The decline in land allocation was smalllin B compared 

to C and A. The re searcher has been informed by the Woredas 

Ministry of Agricu l ture a nd AMC agents that peasants usually 

take grain to Moj o ma rket 40 kms away from the woreda to benefit 

from higher prices. But due to s trict control there is a high 

risk because if their caught while mov ing, their gra in will be 

confiscated with out compensation 

Shortage of l and is usually due to redistribution and shortage 

of labout arises due to the fact that many young people are 

conscripted to serve in the mil itia of the national mi l itary 

service . Though this have also contributed to the decl ine in 

land area the basic factor remained to be prices paid for the 

output in all the three areas. 100% in A, 96% in Band 98% C 

of the households interviewed a lso reported that they will 

consider price paid for the output when al locating their land 

to the various types of crops. Almost all households give first 

priority to f3mil y food needs in land allocat ion . Crop rotation 

is also reported as a factor to be considered alsong wi th the 

market prices for th e output . 76 % in A, 68 % in B ~nd 78% in C 

of the households interviewed reported that they will to be 

informed ~bout prices well before planting th e ir crops. 87% 

in C, 54.4% in Band 30% in A of the households are reported 

detriorati on in the standard of I iving since the last five 

years . 70% in A, 65% in Band 60% in C of the households 

attributed the caused t o low crop prices . 
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Opportunities of access to productive resources differe in the 

three sample area s . A has got access to ferti l izer, improved 

seeds and consumer goods cred it, Band C have got access to 

fertil izer alone. 95%, 21 % and 33% of the households in A are 

using fertil izer; improved seeds and consumer goods credit in 

order. 93 . 4% of the sample households in B are using fertilizer 

credit while only 50% of the sample households use fertil izer 

credit. 

None of the sample households have quitted fertil izer credit 

in .11. while 30% in 9 a nd the same percentage sample households 

in C have reported to have stoped taking fertil izer credit since 

the last five yea rs . The main reason reported by sample house­

ho l ds who ha ve quitt ed cred i t has been l ow product pr ice in 

relat ion to input costs . Thus l ow output pr ice has I imited the 

capac i ty of producers to borrow and consequent l y has affected 

t he l ending capacity of the Banks. Fa il ure by producers to 

use improved inputs al so !;leil nS low level of output , less marketed 

quantity and l ow level of consumption both on farm and outside 

with l ow standard of living . 

A rationally organized market ing system can increase 

the type and amount of credit that can be prov ided to 
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producers . Producers need credit for consumption, wo rk ing 

capital and investment. The credit, ma rket ing a nd pr icing 

po lici es can be ea sily be coo rd ina t ed a nd used to stir 

production and consumpt ion . 

One of t he problems which need much attent ion from the 

ma rke ting system is a storage at the p roduce r s l e ve ls . It 

is often suggested that post ha rves losses in the country 

amount in g to 30% of the total out put can be reduced by 

improv ing the storage syst em a t the farm l eve l. If the 

est imoted losses a re co rrect, it ~ly be eas ie r for t he country 

to increase food supply by mini mizi ng losses than increasing 

production. The ma rket ina system can influence the storage 

at the producers level through c redit and price incentives. 

Thi s will inc rease food supply and consump ti on both on farm and 

out s ide it. The commonest type of storage a t the fa rm in the 

sample areas has been 'Gote ra' a bin made of reed and straw 

roof and usua ll y conta in ing 10 - 20 quinta ls. A p it made of 

wa ll above the g round call ed 'D ib ign it ' i s a l so in us e . It is 

simi lar to 'gudguad ' a pit dug unde r g round f o r s toring gra in . 

Ser ious damages occu r to grain in 'gudguad' which may somet imes 

res ult in t ota l l OSS. \,ate r us ua ll y pe rco l ate th roug h the wa ll s 

damag ing the who l e pit. .'eeve ls, rats and othe r insects eat 

up substant ial proporti on of the produce wh ich cou l d have been 

saved for human consumpt ion unde r proper sto rage system. 

• 



The mode of transporting g rain to t he market in the samp l e 

areas a re la rge l y pack animals nnd humans . ~4% in A, 66. 7% 

in 8 and 91 . 66% in C transport the ir grai n to the ma rket by 

pack anirua l s . In a s i tua ti on whe re road netwo rk is under 

developed and production is at low l eve l it may be a rational 

pol icy to encou rage transporting g rain by pack anima l s upto 

a designa ted recep ti on po ints wh ich must be located at a fairly 

accessi bl e place by trucks . It is better to o rgan i ze transpo r t 

cooperatives to des igna t ed reception points on f ee basis than 

sending costly trucks on imp roper road to bring gra in the va lue 

of which may not cover the portion of the spare parts for the 

vehic l e. 

Packging ma terials of grai n offered for sa l e is an important 

item wh i ch requ i re imp rovement. I n the samp 1 e a rea s sacks a re 

the most common pack in g mate ri a l s in use in A and R whil e 'sil icha ' 

a sack 1 ike package made of sk in i s in use in C. There are often 

losses due to poo r packing mate ri a ls when transporting g ra in to 

the market. Sp illage losses is quite h igh from farm to ma rket . 

The res ea rche r has observed in Shenkora 011 a marke t day. a 

peasant whi l e transporting grain t o the ma rke t a ful l sack-

load exp loded and spilled on to g rass. This can be improved 

by the market ing system through prov i s ion of cheap pack ing 

material and providing technical adv ice on handl ing grain. 
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The average distance from the major market i s 5.25 kms 

in A, 5.82 kms in 8 and 8.3 kms in C. Farm households can 

a l so easi ly a t ta in two o r th ree marke t days per week if they 
, 

so desired but the p rob l em rema ined to be se rv ice of t he 

marketing system. The sell ing pract ice of hous eho l ds in the 

sample area i s a burden Oll the ma rke t ing system. 94% in ,~, 

77.4% in Band 93% in C despose the i r grain du ri n9 harvest 

season . Th i s requi re large transport, storage and finance 

from the marketing system. The ma rketing system under rat ional 

organization can ease such constraint by us ing variable prices 

that encourage storage, ~nd provide credit so that producers 

can postpone the ir sells t o later times. 

The marketing system a l so does not encourag e qual ity at 

the farm l eve l . It does not translate t he demand of 

consumers to producers . In the samp l e a reas 95% in A, 

96% in Band 15% in C of the househo l ds have repo rt ed 

that consumers pay bette r prices for qual i ty ? ra in . 

Onl y a few households in A and B prefe r to se l l the ir 

g rain to se rvice cooperatives whi l e 31% in a nd 30% in G 

of the samp l e househo l ds pref e r to se l l to consumers . 

87 . 5% of the samp le househo lds in C prefe r to sel l the ir 

grain to private merchants. Hous eho lds in C have no 

chance of se l l ing t o me rchants beca use merchants have 

been prohibited from the bus iness a nd the reports we re 

on the basis of g iven the chance . They a l so do not 
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fa vour se ll ing t o consume r s d irectly because consume r s pay 

less price than is offered even at t he cooperat ive ma r ket . 

Thi s is because the supr l y exceeds t he demand at the local 

ma rke t l eve l . 

Thoug h mos t househo l ds do not prefe r t o se ll t he ir g ra in 

to se r vice coope ra ti ves 37% in A, 31% in Band 72% in C of the 

househo l d se ll the ir g ra in t o se r v ice coope ra t ives. Th ese 

pe rcentages may re f er t o t he sha re of th e sa mpl e hou sehol ds 

ma rketed qua nt i ty desposed at the coope rat i ve ma rket ra the r 

t han qua l i ty g rain because t he hi ghes t propo r t ion in A and C 

where the outlet i s 1 im i t~d to se rv ice coope ra t ive have been 

so ld t o the coope ra t ive ma rket. 

None of the am~ l e househo l ds in A have reported refusa l of 

service coopera ti ve t o buy th ei r g ra in when off e red wh i le 5% in 

o a nd 29 . 2% in C have repo r ted such cases. \4hen th e se r vice 

coope ra t ives in the sampl e a reas we re approach ed an d inquired , 

t he reason fo r fa i lu re to buy f ood gra in s , they exp la ined t o t he 

resea rc he r th at they usua l ly stop buy ing from fa rme r s 

when t hei r sto re i s f ul l and /I,/ Ie coul d not remove t he 

acc umul ated s t ock. /t was repo rted by the coope rative soc iet ies , 

t hat such had been a se ri ous prob l em in t imes of 

good harvest . Bes ides refusa l s to buy qra in , B% of 

t he sampl e househo l ds in A, 7% in Band 40.3% in C have 

repo r ted fai lu re of the coope rJ ti ve soc iety to pay t he 

pri ce of g ra i n ·upon del i ve ry. The resea rche r has 

obse rved peasants I in ing up to co l lect th e ir pay for 

g rain de l ivered fift een da y ago at t h ree serv ice 



- 151 -

cooperatives in Gojjam. The societ ies exp l a ined the reasons 

to the resea rche r saying that AMC could have not supp ly 

them with the payment for del ive red g rai n . Mo reover, 

it was explained by the cooperative l eade r s tha t AMC 

a lways bring 100 >Birr notes which makes dif f icult for the 

society t o pay individual peasa nt s account with l ess t han 

100 Bir r worth of g ra in s uppl y promptly. It i s of ten th e 

case that peasant s come up wi th sma 11 lotes wo rth 20 - 30 

Birr and s in ce there is no one Birr note t he soc ie ty fai l s 

to pay the price imme di a t e l y . Th e societies informed the 

res ea rcher that they have requested th e AMC on seve ra l 

occasions to supp ly one Bi rr note and ~ew once a nd a l so with 

l esse r denomi na tion s, but AMC fa il ed to meet the ir dema nds . 

The uncomfortable s i t ua tion c rea ted by the ma rketing sy stem 

a t the lower level can have signif ica nt impl ication on food 

g ra in producti on. The prob l em of market ing a nd dec l ine in 

area a l loca t ed t o food g ra in in C ha ve a pe rfect rel at ion ship 

whi ch requ ire se ri ous attent ion of po l ic y make rs. 

Samp le househo l ds in A repo rted that they buy 50% of 

the i r demand fo r ma nufa c tured goods frorn s e rvice cooperative s 

whil e those in Band C ge t 30 and 25% respect ivel y. 

The fo ll ow ing table show per caput supply of consumer 

good s by t he t hree se rvice coope ratives in the samp l e a reas. 
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PER CAPUT SUPPLY OF CONSUMER GOODS TO i1EMBERS BY THREE 

SERVICE COOPERATIVES 

(in Birr) 

Yea r Tenguma Sagure Errannbut i 
(E.C.) (Gojjam) (A rs i ) (Shoa) 

Members 12,110 10,9000 6705 

1971 3 43 5 
1972 I 35 5 

1973 4 30 6 

1971, 5 33 2 
1976 4 25 6 

1977 22 6 

. It can be infered from the table that the two 

~Lce.coope¥atives in the sample areas Band C are weak lAo 

~pplying consumer goods to members. Similarly they are also 

weak in providing effic ient se rg ice in grain procunment. 

Opini on of households on having service cooperatives 

were a lso ga the red and 91% in A, 96% in Band 55 .6% in C 

have reported the use full eness of having service cooperatives. 

8.9% in A, 2. 7% in Band 43 . 1% in C have reported that 

having service cooperative i s of no use t o them . 67.2%, 23.9% 

and 3% in A have lIked to ha ve service cooperative on the 

ba sis of supp ly of consumer goods, credit and marketing of 

products respectively. 

84% of the sample of househo lds in C have liked 

their cooperative for supply of consumer 900ds, 13.7% 
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for credit a nd 22.7% for marketing of their products. 54 . 2%, 

4 . 2% and 11 .2% of the samp l e households in C have I iked their 

service coope ra tive fo~ its supply of consumer goods credit 

and marke ting of products of members. 

44% in A, 40% in Band 50% in C of the sample households 

rejected having cooperatives for failures to supply consumer 

goods while 33 .4% in A, 40% in Band 10% in C have accused 

it for buying their output at lowe r pri ce tha n offered 

e lsewhere . 40% of the sample household s in C desl iked having 

service coope ratives for they do not pay price immediately 

on receiving their g rai n . 

in genera l 45% of the households in A, 64% in 8 and 

73% in C of the sample households have exp lain ed their d is ­

satisfaction with the present m~rketing and pricing 

arrangements, while 55% in A, 36% in Band 27% in C of the 

samp l e househo lds have ex pressed the ir sat isfact ion . 

it can be inf er red from the above ana l ys is tha t the 

samp l e a rea A with strong se rvice cooperative have access 

to c redit, fertil izer "and better market in g se rvi ce has not 

shown significant decl ine in area a l l ocated to food grain . 

On the other ha nd, sample households in Ba nd C have suffered 

from decl ine production a nd consumption and exper ienced low 

standard of I iving due to l ack of eff ici ent marketing 

a rrangement. 
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5 .4 OUTPUT ELA ST ICITY OF MARKET SUPPLY 

Di scussion on the effect of ma rketing and pricing 

pol ici es on t he producers' a ll ocation dec ision in the 

preced ing sect ion has shown t he deterrent e ffect of the 

system on production . This has brought to 1 ight the 

contri bution of ma rketing a nd pricing pol icies on dec l ining 

food production. It is wl so important to show the 

re lationship between out put and marketabil i ty . The re lation­

sh ip between output and marketab il ity ca n exp l a ined by out­

put elast icity of market supply . 

Th e variables fo r de terminat ion of output e lastic ity 

of market su ppl y are the l eve l of output of teff, whea t, 

and barley , the amou nt of cash income from other sources 

(ie ., from a nima l s sa l es , handicrafts or labour service) 

a nd family si ze. 

The foll owing model has been fitted and re sults a re 

obta i ned . 

MS 

~IS 

= 

= 

bo + b l x l - b3x3 

marketed qua ntity 

whea t ba r 1 ey 

whe re, 

of teff, 

Xl 

X2 

= Output of teff , I-,hea t a nd 

= Income from o th e r sources 

X3 = Fami l y size 

ba r 1 ey 

bo ' bl ' be an d b3 a re parame ters to be est ima t ed .. 

These results are summa ri zed in the following 
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table. The dependent variable is ma rketed quantity . 

TA8LE 23 

COEFFICIENTS AND ELASTIC ITIES OF I~ARKET SUPPLY 

bo b l b2 b3 
R2 n e~ 

TEFF 

B - 0.234*** 0.614**', o . I 70'''''''' - 0.328*,'," 0.65 75 1 . 101 

(0 . 057) (0 . I I) (0.02) (0.053) 

C 0 .32 I *',,' 0.350,b'" -0. 190 -0.163"'''' 0 . 54 83 0 . 764 

(0 .044) (0 . 064) (0.27) (0.0321l 

WHEAT 

A 0 .222'''''' 0.631>"'" -0.24*,'* - 0 . 749""'* 0.85 85 I . 352 

(O.OB), ) (0.145) (0. I 5) (0.167) 

B - 0 .667*** 0.502**" -0. I S", -0. L4 7*"" 0.63 75 I .'104 

(0. 063 ) (0.0726) (0.124) 

C -0.471'''''' 0.563,\1';, -0.02. - 0.4 19",*" 0.74 83 1.784 

(0.088 ) (0 . 0767) (0 . 21 ) (0.188) 

BARLEY 

A - 0.246 0.362"*" -0 .099 - 0. 164"** 0.74 85 1 .043 

(I .6 18 ) (0 .0845) -(0 . 21) (0 .03 ) 

B 0 . 52 0.650'''''' o. I 5 -0 . I 7'''''' 0.78 75 0.85 1 

(0 .49) (0. 08) (0.32) (0.0 1 ) 

C - I .469*"* 0.835*"* -0.121 -0 . 356,', 0 .92 83 I . 347 

(0.495) (0 . 0494) (0.40d) ( -0.230) 

" :.:: sign i f ica n t at 25% sign i ficance leve l 

1:{. ~ significant at 5% significance l evel 

~"*": ~ sign if icant 8t 1% significance l eve l 

- FigureS in the parenthes i s a re s t anda rd errors of the 

est imates. 

- e ~ is e l ast icity at arithmetic mean (dQ/dp . piQ) . 
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All coeff ic ients have th e expected s ign and the coeff ic ient s 

of output is h ighl y s ignif ican t at 1% of significance f or the 

t hree cerea ls in th e three samp l e a reas. Fam ily s ize is a l so 

s igni ficant and negati ve l y re l ated to mn rke t ed supply. The 

highe r the numbe r of de pendents the lowe r the output ma rketed. 

Income f rom othe r sources i s a l so nega tively re l a t ed to 

ma rke t ed qua nt i ty a nd the hi ghe r the income from ot he r sourc es 

the sma ll e r the marketed supply of each crop. In come f rom 

a lte rna tive sou rces is not signJficantly different from zero 

in C and a l so in A and B fo r barley . 

The e lastic it y at a rithmet ic mean have been ca l culated 

a nd only teff in C and b~rl ey in 3 have shown in e last ic ity to 

ou tput . With res pect to these crops h ighe r c hang e in output 

does not result to correspondin g c ha nges in marketed quant i ty . 

It may imply that in these areas the increase in produc ti on 

of the crops may cont ributed more to cons ump ti on of hou sehol ds 

thun marketing. In the rest of the cuses marketed quantity 

a re e las tic with respec t to ou tpu t. Thi s in d ica t es that 

if output increases ma rketed qua nt it ies inc rea se by mo re 

than propo rti on . 

5. 5 PRICE ELAST ICI TY OF OUTPUT 

So far we have calc ul ated output e lastic ity of ma rke t 

supp 1 y . But what is important from the po l icy po int of 
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v iew is not only ou t put e lasticity but pr ic e e lasticity 

of market ouput. Unfortunately, est imation of price 

e lasticity of marketed output require data on the qua ntity 

marketed at different prices which is difficult to obtain. 

Therefore, autho r s have deve l oped indirect method of 

estima ting price e lastic i ty of marketed supp l y . 

A d • K . h ' 1 23 . 1 .. f k 1 
ceor Ing to rls Ina price e astlclty 0 mar e t supp y 

can be calcul ated by: 

a) estimating output e lastic ity of marketed supp l y from 

cross sect ion data (which we have attempted so far) , 

b) estimating pr ice e last icity of output from time 

se r i e s d:=1 t a ) 

c) calculating the price e las ticity of ma rketed supp ly as 

a product of the price e l as ticity of output and 

output e l as tic i ty of market s upp l y, assumi ng that the 

cross sect ion est imate of the latter approximate a 

t ime s€ i'i e s estimate a t least for years close to the 

cross sect ion years . 

128Raj Krishana, op .c it ., p . 86. 
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e is price e las ticity of marketed output , 

b i s output elastic ity of market supply a nd 

Emm is pric e e las ticity of output. 

Thu s, price e last icity of output has been es timated using 

the Ne rlov ia n adaptive expectation mode l . 

The mode 1, 

At = total hect rage under each crop (tefF, wheat, barley) 

At- I · hectarage l agged by one yea r 

Pt - l • def lated pr ic e index by one year 

Ht ~ Ra infa ll in yea r t. 

Data on area a ll ocated t o each of the three c rops are 

obta ined from csa publ ica tion . The data covers 1966/67 - 1983/84 

crop yea rs . Whol esal e prices of the three f ood grains for 

major t o.ms a re a l so a va il ab l e in CSO pub l ica ti on from 1966/67 -

1977 /78 . The re after the na tiona l average open ma rket grain 

\,holesa l e price i s obtained from statistic"l data on AMC 

operations . \4hole sa l e prices of good s tha t farmers may buy 

(text il e, sa l t, soap , keros in , umbrel la , nails , ca nva s 

shoes) were obtained f rom publ ished a nd unpubl i shed csa 

sources . 

The who lesa l e p ri ces a nd the agg regated wholesa l e 

prices of good s tha t fa rme rs may buy we re indexed usin g 

1970/71 as a base. The whol es~ l e pri ce in dex of the 

three cere31 s were defl;Hed by the price index of 
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TABLE 24 

SUMMARY OF COEFFICIENTS AND ELAST ICIT I ES FROM REGRESSION 

Area lagged by 

one yea r (At - I) 

Deflated price 

index (Pt - I) 

R<3 in f a ll index Wt 

In st i tut ional 

dummy Z 

Constant 

El ast ic i ty at 

the mea n 

R2 

n = 18 

(log fo rm) 

C 0 E F F I C I E N 

Teff 

0.355 

(O. 19 1 ) 

0 . 39 1* 

(0.236) 

0.719"* 

(0 . 315 

0.042 

(0.079) 

2 . I 03* 

(I .36 1 ) 

0.39 1 

0.7469 

*** Signifi cant at 1% leve l of s igni ficance 

** Significant at 5% l evel of significance 

* Signifi cant at 10% l eve l of signi ficanc e 

T S 

Wheat 

0 . 442*'',0\ 

(0. 135) 

0.123'\ 

(0 . 074 ) 

0 .615
'
( 

(0 . 265) 

-0 .048 

(0 . 62. 1 ) 

2.96 5 

( 2 . 0 10) 

0.123 

0 . 9622 

Sa r l ey 

0.224 * 
(0. 163 ) 

0 . 498** 

(0.252) 

0 . 6 14'( 

(0.339) 

0. 189 

(0.287) 

3. 104 ,\ 

(2 . 0 17 ) 

0 .498 

0 . 8435 
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~anufactured consumer goods that farmers may buy . The deflated 

pr ice has been lagged by one yeur. 

Ra,infall data has been obtained from Nationa l t1eterological 

Service . Thirty one stations in thJrty one su r plu s grain 

producing Awrajas with a long reco rd have been se l ected a nd 

observation of eac h month has been considered . It ha s been 

ass umed that the total area cui t ivated to the three cereal s 

can by and large be influenced by the a ll ocation of land to 

these grains in these Awrajas which in turn can be influenced 

by the amount a nd variation of rainfall. Thu s, a verage 

records from June to Octobe r for the ma in season and from 

February to Apr il for the Be lg season were taken a nd th e 

nationa l rainfa ll index has been prepared. 

Institutional fac to rs has also been introduc ed in the 

form of dummy to take account of l and reform . Thus, '0' has 

been consi de red if the per iod i s befor e la nd reform a nd 'I I 

for the period aft e r la nd reform . 

The resul ts of the regression eq ua tion in log form has 

been summari- zed below : 
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All coefficients of the explanatory variable are highly 

significant except the institutional dummy in the case of 

wheat and barley. The dummy in the case of teff is 

significant and positive implyIng that institutional reform 

has a positive impact on area allocated to teff. This seems 

plausible for the area under teff has Increased while the 

area under other crops show unstable trend. 

The R2 of regression equation is also quite high (but 

the R2 from the model may not be reI iable due to existence 

of serial correlation). Thus, by multiplying the output 

elasticitIes of market supply in table 23 of each crop by prIce 

elasticity of output in table 24 one can easIly estimated 

price elasticity of marketed output. 

5.6 THE IMPACT OF MARKETING AND PRICING POLICY 

ON PRODUCTION AN D PRODUCERS' INCOME 

Price elasticity of output has further advantages of 

enabling us to estimate the impact of government pol icy on 

the level of output and producers income. 

The price elasticity of output can be combined with the 

Marshallian theory of economic surplus to evaluate the impact 

of the pol icy. 

Thus the combination of the elasticity framework and 

t1arshall ian economic surplus yields the following model. 
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As show in figure 1, the effect of increase in price of 

a given grain, say, wheat by D p to Pm, this will 

increase domestic production by ~ Q to QZ and domestic 

demand will decrease by ~ ° to 02' The magnitude of 

effects on producers and consumers can be estimated by using 

the elasticity framework. 

Therefore if we denote the elasticities of supply and 

demand bye: and ed respectively, we have on the production 

side : 

± 

Q = (~P/P) 

0= (DP/P) 

e= Ql and on the demand side, 

01 hence the knowledge of 

the elasticities will enable us to exactly estimate how much 

each of the three parties will gain or lose. 

The effect of the pol icy on production, producers income, 

consumers and government have been estimated by using the 

above model . The results have been summarized in table 25. 

The country's estimated quantity of food grain supply, 

averaged for the last five years was 1,760,000 MTs. The 

average estimated demand per year for the last five years has 

been 2,240,000 MTs. Therefore import requirement has been: 

Import M ~ 0 - Q 

where , o is domestic demand 

Q is domestic production 

accordingly; 

M ; 2,240,000 = 480,000 MTs 

of which 200 ,000 is in form of commercial imports, 

while 270,000 is in the form of food a id . 
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It has been assumed that all imported grain is wheat. 

The government pays, 488.6 Birr/ton for imported wheat at 

border price. It pays 350 Birr/ton for domestic producer, 

of course for small holders. It al so pays 470 Bi rr/ton for 

state farms. Thus, the import price per ton of wh3at and that 

of state farms have difference of only 18.6 Birr while that 

of smal I holder and import is 138 .6 Birr/ton. The price 

elasticity of output has been est i'1l3ted at 0.123. The domestic 

demand elasticity for wheat as calculated by ptofessor Grien 

is 0.794 . 128 

The Ethiopian birr against US dollar estimated to have 

been over valued by 50% according t o the World Bank report 

of 1983 . Thus, the shado'N exchange rate is 1.5. Using the 

above basic data the effect of price pol icy on production, 

consumption and government revenue has been estimated in table 

25 . 

Therefore, if the gove rnment ra ises the price of wheat to 

the level of import parity prices the gain and losses are as 

follows . Domest ic product ion increases by 85, 726 ~1TS and 

domestic demand decreases by 790, 036 MTS. 

128J . Grien , "Food Situation Projection for Ethiopia" , 

Addis Ababa , May 1984 , Technical paper (Memeographed), p. 4. 
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TABL E 25 

THE IMPACT OF DISTORTIONDURING IMPORT SUBSTITUTION PHASE 

(Demand, Supply, Import prices are averages of 

1979/80-98 3/84 ) 

BASIC DATA; 

-Import price I'm 1.i88...6/ton Oome .. d~ 1>"00 • . I~ (OOOMTS) 

Oomestic price 

P(fixed purchase) 

price t margine) 350/ton ao-,,~lc ~nd 224()(00()!0fTS~ · 

Prfc~ ~i(rerencQ~ ~-'3S.h/ton lmport M = O-Q - 480 '~Tsl 

Elasticity of 

domestic 

supply ..... e- - +0.123 \lalue or ~.t!e prO<luct.i-oo 

Vp = 616 mill ion Birr 

Elasticity of domestic 

demand . .. ed = -0.794 Valu e of domestic deamd 

Vd = 784 mill ion Birr 

Shadow foreign rate i.5 

Percentage price change : 

~ PIP = 138 .6/350 = 39.6% 

Quantity effects of change in price from 350/ton - 488.6 

Domestic production increases = 

Q =6P/P.e=, Q = 09.6%) (0.123) (1716) =+85.726 'OOOMTS 

Domestic demand decrease: 

0=4 PIP. ed.D = (39 .6%) (-0 . 794) (2240) = - (704.3097) 'OOOMTS 
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(Ta ble 25 cont'd) 

change in 1000 tons At p r i.:e 

Domest ic production 1,760 

Domest ic demand 2,240 

Difference (I mports) = - 480 

P Change 

+85.726 

-704.3097 

+790.036 

Resulting Gain and Loss 

Production Gain: 

138.6 (1.760 + 85.726jZ' 

Consumer Losses: 

138.6 (224 0 - 704.3097/2) 

Government Ga in 

138 .6 (480) 

Sub total 

Foreign Exchange Gain: 

488.6 x 0.5 x 790.36 

Total 

of which : 

= 

= 

= 

Mill ion 
• 

249.87 

-261 .95 

+66.53 

54.06 

193.085 

247.145 

-43 

At Pm 

1845.726 

1535 .69 

310.036 

32 

35 

11 .0 8 

5 _9_ 

31 

41 

25 

30 

Production Gain: 138.6 (85.726) + (488 .6 x 0.5 x 85.726) 

= + 26 .883 4 3 

Consumption Gain: 138 .6 (704.309/2) + (488.6 x 0.5 x 

= 220.872 

Produc e rs gain 249.48 mill ion Birr; 

Consumers lose 26 1.95 mill ion Birr; 

Government Gain 66.53 mill ion Birr; 

36 28 

40 31 

and the net national gain is 54.06 mill ion Birr. it has additional 

impl ication on foreign exchange gain and conserving the publ ic 

financial resource by avoiding subsidy which at present stand at 60 

mill ion birr for AMC a lone. 

The price pol icy which account for 35% (790.036/2240) of the 

short fa ll in demand at present cannot only overcome the food shortage 

in the short run but a l so save financial resources which could be 

channeled to ag riculture through extension and infrastructure which 

wi 11 have a snOloJba ll eff e<: t on agrlcul t ure . 
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6. CONCL US ION AND RECOMMENDATIONS 

Analysis of the grain marketi ng system in the pre-

revo luti on period has revealed tha t the assumption that 

it approaches pe rfect competition was false . Attempt has 

been made t o evaluate the system on the basis of the function 

performed in the marketing s.ystem and a-..an .. b~e ev;<!ence lndlcate 

that the big merchants higher up 'n the marketing hierarchy 

more or less playa monopo l istic ro l e in the system. They 

had informat ion , finance , storage facilities and the power 

of fixing prices. The producers at the lower end of t he 

Sy~tem were powerles6 and they lacked all the facil ities 

to have equal negotiat ing power with buyers . It has been 

shown in the influence structure of the tnarketl no S¥,1:CtII 

that farmers had no influence on prices. The most power-

ful and beneficiaries of the sys t em on the other hand and 

been the middlemen. The system did not motil ivate producers 

to increase output a nd nurketabil ity. Instead i t supplemented 

th e archaic t enure system in extracting more surplus from the 

rural poo r , thus, agg ravati ng poverty. 

The instituti onal reforms made in the pos t revolutionary 

period both in the marketing sy s tem a nd outside have not 

changed the power structure in the marketing system. 

While the reform in the ma rket ing system may fulfil 

necessary condition s for th e rat iona l ization of the 

system it c lear l y does not create sufficient condition 

'--
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for its expa nsion and development so that it will have a 

positive effect on production and consumption. 

The system also doe s not provide sufficient productive 

inputs and consumer goods to the produce r to motivate pro­

duction . 

Undue emphasis to increase procurement of food gra,n 

ba nning of interregional movement, restricting or pro­

hibiting prIvate merchant~ from ~gaging in g rain trade and 

fi x ing pan territorial prices which is seasonally invariant 

at l evels that does not cor respond to supp ly and demand, have 

had significant ef f ect on producti on and productivity of the 

agricultural sector . This has been ref lected in the dIs ­

integration of the n3t i on ~ 1 grnin marketing system that 

reduced the income of producers in surplus producing reg ions 

and hi gher prices to consumers in deficits regions. The 

pol icy has derived the marke ting underground which has in 

turn increa sed marke ting costs and mi s-al location of resources. 

The trust of the prevail ing market ing a nd pricing pol icy 

rests on the assumpti on that producers a re no t sensitive to 

prices . This assumption would have been reasonable if output 

and consequent I y ma rketed quan t i ty ha ve not been dec I in i ng 

over th e pust few years. 

in order to test the va l idity of th e assumption of 

irresponsiveness of producers to prices a nd ma rke ting 

environment a cawe study has been made in three 

different adm ini strative regions in three woredas. 

Th e influenc e of pricing and marketing on producers 
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allocation decision have been assessed and it has been found 

out that producers are sensitive to pricing and marketing 

arrangement. They have the capacity to withdraw (including 

their own labour) from or inject resources into productive 

venture on the basis of the incentive environment. 

Once the responsiveness of producers have been establ ished 

it has provided the basis for estimating the effect of 

government po l icy on product ion and producers income. Comb in ing 

the elasticity framework with the M,3rshall ian Partial Equil ibrium 

analysis the welfare ef f ects has been estimated. 

q It has been found out that 35% of the present food shortage 

in the country can be accounted for by the government food 

grain marketing and pricing pol icy. 1f the government revIew 

its price pol icy of low invariable price and substitute it 

by impor t purty, production will increase by 85 ,726 tons which 

is a l most 1( % the pre sent level of supply. Producers income 

wil I increase by 249.4fJ mill ion Birr and the government wi ll 

gain 66.53 million Birr. Consumers lose 2961.9 million Birr 

and the net national gain will be 54.06 mill ion Birr. Poor 

consumer will be compensated by designing app ropriate food 

pol icy which protect the poor. 

Although in this study the ope ration81 results of 

the parastatal institution (M1C) has been found 

inadequate, th ere is no evidence to suggest that the 

state should roll back it frontiers from grain trade. 

What has been ev idenced from this study is that most of 
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the decision affecting the parastatal have been fMde 

outside it with h"avy impl ic ~ tion on its operation. The 

external influence on the organization has weakened its 

int ernal dynamics and incapacitated it leading to failure 

to uchieve the desired object ive. 

>' The problem in food g rain market ing system seems to 

have emanated primarily from failure to look at facts 

coo l ey Clnd basing dec i s ion on thorough under standi ng of 

the preva i I inC) operat ion of the system. Hasty dec i s ion s 

which extend the service by government beyond a certain 

level change the capital mix in trade. 

Thus , a nv change in the rnarketing system with the aim 

of affecting production must aim at changing the power 

relation in the system . The power relation can be changed 

through 3 thorough under standing of the functions performed 

in the ITI3 rketing systern and assessing the possibil ity of 

transfe r ',o f func t ions f rom one g roup to a nothe r . The 

ass umpti on that grain marketing is a simple task and radical 

reforms could be b rought sbout in t he systam has already 

shown its dalr'lg ing consequences. It is therefore time to 

look for a more ration;)l org,-", izat ion of food grain Il13rketing 

including the who le int ernal marketing sub sector so that 

it will have positive impact on food production and consumption. 

Rational organ ization of the system calls for review 

of the functions of the present p~rticipants in grain 

trade in terms of al location efficiency, capacity to 

provide a deq ua t e marke t ing se r vic e fo r bo th urban and 
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rural populati vn .1nd potential for rapid accu mul ation of 

capital a nd growht. 

According t o th e ·3bove crite ri a t he three part icipants 

in 9 ra in trade ha ve been ranked : 

I . Cap i tal intens i ty 

of opera t ion 

2. Rate of prof i t 

on capital 

3. Oper3ting Ha r 'J in 

l~ . Potential fo r 

accumula t ion 

5. Eff icient 3e rvicc 

for pruduce rs 

= Kigh 2 ... Med i um 

Pr iva t e 

Me rcha nts 

2 

., 
£ 

o ,-

3 ~ Low 

Se rvice 

Coope rat; ves 

2 

2 

Acco rd ing to the abov~ criteria service cooperative 

eRn be poi nt of depar ture in o rgani zing food grain 

rna r ke t i ng . Se rv ic e coope ra t i ve ha ve i) II the nece s sa ry 

potential for rapid development prov i ded e nough s upport 

i s ex t e nded t o them . Service cooperat i ves s hould 

AMC 

3 

3 

3 

3 

3 
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reflect the interest of the ir membe rs 3nd thGY shou ld be 

ab l e to meet the needs of memb~rs in terms of credit , 

fert iii zer consume r goods o r even in sha ring the prof it 

from grain trade. 

Thu s, it is recommended tha t the s t ra tegy of food 

9 ra in rna rket i n9 shou I d concen t ri\ te on SGrv i ce COODe ra t i ve 

and suppo rt must be given to that they can deve lop to 

secondary and higher cooperative unions . The role of AHC 

should be large ly to concentrate on interregional grai n 

movement and supplying government institutions. 

I t is further rec ommended that the present quo ta 

de l iVGry should be re pl3ced by contractual sales and 

purchase . 

Prices should be info rmed to producer well ahead of 

plant inq. It must be terri t orially and seasona l ly 

variab l e to reflect cost of transport and storage. It 

must be used to influence crop mix and qual ity of grain 

offered for sale. 
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ANNEX I I 

SUtll-VlRY OF MARKET I NGE ELEMENTS THAT INFLUENCE 

FOOD G~, IN PRODUCTION AT THE FARM LEVEL 

DEseR I PT I atl 

I. Infl uence of price on fami l y 

resource allocation dec ision 

and level of l iving 

- pe rcent age of peasant repo r ti ng 

decl ine in l and allocated to cereals 

reasons reported 
. shortage of land 

.shortage of labor 

. low grain pr ices 

- percenta3e of households who reported 

prices as a factor to be con s idered 

in the family resource a ll ocation 

- households who would I ike to be informed 

about prices before planting the ir 

crops 

- households who have reported deter­

rioration in standard of 1 iving 

since the last five years 

- reason for dec l ine in standard of 1 iving 

- shortage of land 
- crop damage 
- l ow crop pr ices 
- poor health 
- tax and other l evies 

2. Access to cred it 

- available type of credit 

- ferti l izer 
.. improved seeds 
- consumer goods 

cash credit 

percentage of peasants households 

using rhe availab l e c red it 

- ferti I izer 
- improved seeds 
- consumer goods 

10 .0 

19.5 
20.5 
60.0 

100.0 

76.0 

30.0 

20.:1 
l J.O 
70.0 

x 
x 
x 

95.0 
21.0 

3.0 

5.0 

10.0 
20.0 
70 . 0 

96 .0 

68. 0 

54.4 

15.0 
b.O 
65 .0 

5 . 0 

93.4 

73.0 

15.0 
5.0 

30.0 

98 . 0 

78 . 0 

87.0 

25.0 
5.0 

60.0 
10 . 0 

x 

50.0 

• 
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households who have qui t ed taking 

fe rt iii zer c re1 i t 

reason fo r quitinq 

.fai lure to pay revious l oa n 

.high price of fe r t il izer in relation 

to output pri ces 

. fai lure of othe r member of the 

association to pay 95% of the previous 

10dn 

3. Storage 

percentage of households using 

. Gote r a 

.Deb ignit 

. Sacks 

.Gudgad 

4. :1a rke t i n9 

a. Transport 

percentage of households us in g 

.pack anirnals 

.human loan 
to t rans port q rain to the market 

b. Packing Mat~ r i al. 

percenta~e of hou seho ld s u5ing 

.. Jon i ya (sacks ) 

. Ke r e t it 

. S il ic ha 
to t ranspo r t g ra in to the ma rket 

49.25 
10. ',0 

7.110 

94 .00 
4. 50 

30.0 
60.0 

10.0 

90.7 
2. 7 

30 . 7 
6.7 

311. 00 66.7 
!13 . 4 

14. 50 21. 4 

c. Ave rage distance of market place from 

the household ( in km.) 

.major ma rket 
.m inor mil rket 

. coope rative ma rket 

d. sel l ing practices 

pe rcentage of househo l ds d i sposi ng 

S .25 
3. 70 
4.56 

5.82 
5 . I 0 
3.20 

30 .0 
70.0 

77 . :J 
6. ') 
6.9 
5.5 

:3 1 .66 
33.30 

3.00 
18.00 
71 .00 

3.30 
5 . :;0 
4. 3d 

their g ra in du ri ng pe3k ha rves t 34 .00 77.40 93.0 

season 

e. qual ity and grades 

households repo rtinq rewards for qU e l ity 

.at cooperative market 95. 00 96 . 00 15 .0 
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S. Coope rat iv ~ market ing 

location of service cOo9arativc vls a vis 

vill aqe ma rket 

.co in ~ ide 

. not co incide 

percentage of households pre ferinq to 

sell their 1 rain to: 

. service coope rative 

.direct consumers 

. to merchants 

percentage of households sell ing qual ity 

grain to 

.se rviC8 cooperative 

.Iocal consumers 

.merchants 

households r epo rting fa ilure o f 

coope rative tc b"y the ir grain when 

offe red 

9 1 . 1C 
4 .50 

1. 50 
9 1.80 

7.50 

87.00 

10. 00 

3.00 

hou seholds "eporting re porting of cooperative 

to PJy the price upon receiving 9rain 8.00 

share of ma nufactured goods purchased 

from cooperative shop in total house­

hold purchas e (as reported by nouse­

ho 1 ds) 

6 . Opini on of househol ds about the 

cooperative marketing system use­

f ulness 

reason g iven by those who h3ve repo rted 

that the sbrvice cooperatives a re useles s 

.they buy grain at low prices than 

offered by t he rna rket 

.they do not supp ly enough consumer 

good3 

.they co not immediate ly pay p ric e for 

the g rain they buy 

50.00 

3.00 

33.40 

44 .00 

11. 20 

45.40 
51! . 70 

80.00 
20.00 

31.0ll 

43. 00 

26 .co 

5 .00 

7 .00 

30 . 00 

22 . 7 

40.00 

40 . 00 

20.0C 

18 . 0 
76.0 

2.0 
11.0 
87 . 0 

92.0 

7.0 

1.0 

29 . 2 

25.0 

11.2 

10 . 0 

50 .0 

40.0 
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ANNEX 11 

AA GRAIN PRICE DEVELOPHENT 
.. --. ------- -

._--_ .... -.. _-_ .. __ ...•.. __ .. _ .. - ._._ - - _ ._- - ... . -- --.-.- -- . -.. _-._---_ •... _. 

1979 1980 1981 1982 1983 

6 month:; 

White Teff: AMC selling price 56 '12 69.90 65.79 67.55 

Free market retail price 98.83 97. '*2 105.09 l16,,33 106.J3 

Free market l',holesale price 90.,17 91. 1.2 97.82 103.33 99.17 

Diff • retail-wholesale pro 8 .76 6 .00 7.27 13.00 7.16 ,. 

Max. seasonal diff • retail 9 30 27 28 17 

Max. seasonal diff. wholes. 10 26 B1 ,*1> 18 

Mixed wheat: AMC selling price 39 '*6 57.60 51.80 51.18 

Free market rotail price 73.60 71.60 71.27 80. 58 63.25 

Free market wholesale price 62.33 63.50 65.82 73.50 58.58 

Diff • retai l-\·rhol osale pro 11.2'1 B.I0 5.'*5 7.08 ,*.67 

Max. seasonal diff. retail 9 IE ~5 12 18 

Max. seaaonrtl diff.who1es. 9 11. 21) 10 20 

Mixed Dar ley: AMC selling pric e 32 103 52 ,*6 .}3 '*5.73 

Free market retail price 56.83 53.80 60. 27 76.33 56.25 

Free market wholesale price '<8.00 '*8. B 3 56.61, 67 .11 '*9.82 

Diff • retail-wholesa le pro 8.33 '<.B7 3.6] 9.22 6.1,3 

Max. season~l di:ff .. retail I? 18 29 15 52 

~1ax .. seasona l diff. wholes .. 15 15 27 18 '*3 

Mixed Sorghum: AMC selling price 3" J 39 '*6.50 L13 .86 '*9.76 

Free market retail price 66 56.59 6L •• 45 '11.73 5'*.55 

Free market wholesale price 56.33 49.83 57.00 6) "l.l;O '*9.91 

Diff • retail-wholesale pro 9.("/ 6 .76 7.45 8.99 ,*.6'* 

Max. seasonal diff • retail ~n 

~" 2'* 36 18 '*3 

Hax. seasonal diff. wholes. 17 20 36 24 '*3 

Mp..ize: AMC selling price 28 32 53.70 L,,3.76 ,*,*.11 

Free market retail price '<0.8:; '*1.18 58.73 64.35 1,5.50 

Free market wholesale price 32.50 36.00 52 .. 63 56,,60 '*1. 58 

Diff • retai I-h1 holesale pro 8.33 5.18 6 .10 7.05 3.92 

Max. seasonal diff • ret a il 1.2 15 23 11, 22 

Hax. seasonal diff • wholes .. 13 15 2'* 9 2'* 

Horse beans : AMC selling price JC 52.CiO 1>6.33 '*5.73 

Free market retail price 1..7.50 '.3 .6'* 56.55 65.18 50.00 

Free r.larket wholesale price ,*0.3~ 1>1 .91 50.17 5G.27 '*5.92 

Diff • retail-wholesale pro 6.:=q 6. 73 6.38 8.91 1,.08 

Max. seasonal diff • retail 25- 21!;: ~'< 10 18 

Max. r;easonal diff • wholes. 18 17 23 10 18 

Source: - SWED FARM 
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Annex 11.1 

Agricultural Ha rketing Cor ,)oration (AI-c ) 

Grain purchase pric e , c ost and se ll i ng price Bui ld~? 

Fro:!l Farmers Service 2.:1:: Producers Co r O~);..: 

and settler.lent F:~rms 
Birr/Quint a l 

,..-------:--------------;-----------;---- --------.,.------

. T E F F .,J ~I EAT Bt:!'ley Sorgum 

cr1.nl 
No. De s cription White ;.f ixed ~ed U11i~ '3 l!l i::t:ed Red h :itc t1i::ed ·l:it c ~Iix 0d .-- -- l " I 

Whole sn l o purchase nricQ I i 
. , 

A, t-1 .. C' s Expen se s 
j ; 

1 I Hun ic ipal T"x 0.16 i 0 .1 6 0.16 0 . 16 O.lG 0 .1 6 II C.IS O. lE i 0. 16 0.16 

:' jTr ansport oxpens~s 9 .55 19.55 9 . 55 9 . 5~ 9.5~ 9.5~ ?5~ I ?5~ 19.55 9. 55 

3 Loau lng & unlcadln!J 1.05 I L05 l.0?, ~ . O:> 1. 0:, 1. 0~! •• 0: __ . 0;: 1.05 1.05 

4 Storage cx?en"es 0 .1 31 0 . 13 O. l~ I v . 13 0 . 1_, 0 .13 10 . 1) I 0 . 1" 0 .13 0 . 13 

5 . Sack Rc pl-.cement co s t 0.99 0.99 0 . 99 ') .99 0 . 99 0.99 10.99' 0.99 1 0 . 99 0.99 

c I Fu mmi!Jation e xpenses 0.0(' ,0.06 I 0 . 06
1

1 o. oS 0 . ')6 o.cS . C. ·:)lo ! 0 . 05 0 . 06 0 . 06 

7 I Stock insur c nce 0,/2% 0 . 0,) 0. 08 1 0.07 0 . 02 0 . 0°1 0 . 07 I 0 . 0r, I 0 . 0:: I 0 . 05 0.05 

8 Spi l lage al lowa nc< l~ of I _ ! I 
purchase :Jr ice 0 .. 46 ! 0.ltO 10,,37 0.,39 0 0 3 5 O .. 3l.:.; 0 0 33 1 0 .. 30 t 0 .. 27 0025 

9 Allo,.,,,n ce for weigh loss 2% 0 . 92 0.80 0 .74 0 . '1''] 0.70 o . Ge 0.54! c-GG I 0 .54 0.50 

I -:::-::--;-:-t:-:--::-':-t::-::--:-::+:=-=--:-::--t~-
>-----:--b--;:-:-+:---::-:--

10 ;'~IC' " Tot~ 1 Expen ses 59 . /;'1153.°,2 50 . 1? 5 :>. . 19 'o J . oC- ',7.03 ,,4.9~ !::-~ . 90 39.80 p7.74 

I----.-,--+---I----f---I---+---- , 

11 Intecst Expens e for 4 

months @ 9.5% 1.88 1. 69 1.59 • • ~5 1.52 1.49 1.4? 1.3 ~ 1 .26 1.20 

12 Overhee.d 3xpensc, 2.00 2. 00 ?.OO : . 00 :' .• 00 < •• 00 2 . 00 :< .00 2.00 2.00 

13.. ANC I S Margin & 

Allowanc e 5% 3.16 2 . 85 2.69 ~.79 2 .58 2 .53 2.4~! 2 .31 2. 15 2 . 05 

A¥~IS sell ing price ~e r 

quinta l 66.45 59 .76 56.40 58 . 63 54. 16 53.05 50.8) 48.57 45.21 42. 99 

===== ============================ ======-===== = ==========~=====~===== === == =================== 



Serial 

}\11J 

1 

2 

3 

4 

5 
6 

7 
8 

9 
10 

II 

12 

13 

14 

15 
16 

17 
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Annex 11.2 

l·r.ricul t urnl ;.j?rketinr Corporation 

Purchase Pric8,Cost and Sellin,'. PricE' lOuild up 

of 1,!heat Frem state Farms 

Dascription . 
ilhep.t 

-.'hole Sale Purc}:..ase Price 47.00 

'(uncipal ~ax 
0.09 

~ransport J;ixpsns e /('1J.in tal 7.82 

fLo?ding anG. Unl tJadin[;' 0 .56 

ptra~e expense 
0.11 

~'u;nmi{;n t i on eX!Jense 0.05 

~tock insurance 
0.09 

~aclc Replaceflent cost 0.98 

~p ill a{;e 11.110\-1 c.ne e (1 ~~ ; of Purchase I'rice) 0.47 

'tei&,h t loss f, llOl,\rance ( 2':- of • " ) 0 . 9~ 

rverhea.d expenses 2.01 

~nterast expense :!ror 4 months ('15.5 b 1.90 

~ll o'l:.Ta!lcB 1.::' 
0.62 

' (~ t2.1 At";C ' s -:=:xpenscs 62.64 

',l 'C f S Profit I !a.rcrin 3.13 

[Edlin~ J?ric t) excludinc f_l 0 ') • 1/ • 65.77 

,'. ' . '. ' (2 ~ ) 
1.32 

f-..: .c, s Sellin~ Price I 67.0'9 

J:;irr/~uintal 

Sorguo 'r·;A.. i ze 

40 .00 31.00 

0 . 09 0.09 

7.82 7.82 

0.56 0.56 

0.11 00. 1l 

0.05 0.05 

0.09 0.09 

0.98 0.9<3 

0.49 o. 3~ 
0.80 0.6-2 

2.01 2.01 

1.6~, 1 ';.:(') 
... ' l· 

O. c,r.' o oh ~ 

55.14 45. 47 

2.76 2.27 

57 . ~IO 47.74 

1.16 0·92 

59.06 48.69 



l,nnex 11 . 3 

Ar;ricul tutll.l i_~arketint~ Corporatiun 

PurcL8,se Price, Cost and Sell inc; L"rice rui l c1 up 

For iLr,.,orted ':Thea t 

"'. /0' t 1 
';_l~rr ~,u1.n a 

Description Imported Fheat 

in 1977 D. C. 

1 C&F Pric e e,t assab 

2 Importers ( J,!TP'!1:y) La.r g in 

3 Stevedorinc: 

4 Service Charge - lI9~SC 

5 ~ransport expense 

6 Service Chll.r(',e Port (0.25,: of = 1) 

7 Transport expense l~or C;llpty sack(/qidis-ll.ssab ) 

8 Sack 1~-epl2.ce:uent allo1,Jance 

9 LoadinG M.d UnlOP.din", 

10 '.- 'eight 1 088 (1..' ,c f ._ 1) 

14 Lll"",?nc6 (l~' : .1f - 1 2) 

15 Uub_f.:.1otal 

16 ( , r.' f 
.~.J , ; 0 -. 

17 IJ:1C' g Sel ling' Priel=) excludin€.; !.L'. IJ. 'r. 

18 'j'.:) . '~. (2'.~ of - 16) 

31. 77 

3.71 
3 .00 

3.35 
11.03 

0.0,) 

0.10 

0.91 

0.25 

0·3" 

55.42 

o. 5~' 
55 .97 

56. 81 

1.14 

57.95 



Fr i vet s f'2.r;-~er l s Hp s-;-"Jon s -::.' t8 -... -. 

1. i;.dministr3. 1J.V(: 2.e,·· ~ o1 1 

2 • l'~!ara j a 

5 . 
6 . I n tervi£'""'..·.rer 

B . Family Charc-;ctp.rst.:ics i:Li-:::'. si'~~r:,liY!e 2.ccivity 

lliembers of* 

» t: .. e f'ami:y 

:-Iead 

H..ge 

Y--¥.­

Ii t(~ra te 

····· ""/"~ r ~ .. , - <:;:. 

9-:i.u ca t J_ on 

* ** 
Sic.e l in e ~ r 

n thn r ac tivity 

OUtS1 C'~9 farmi n ::-

* I nc luc; e eue c:ts wh o stayed pi ti"1 t -·- (1 i'a:-:.il ·y OV '~ ::' s i x L.onths , 3he-::herds 

and housemaic's 

~H:-L.E.'vel of ec1.uc 2t:C01} 
st 

5 (~y 1 , ••• e i c . grade s 

***Sideline act i vity SGY, B21 i { i cra:t, ~il~~r o~!·, Tra~e , Gardin ~ , 

beveraZ2~, r9~u:ar' student ets . 

dep end. on t:"'e "f2mily t s inco'~G . - ------,. 

9 . f-Tu mber of' f'ftli: ily "lel'!bf'r wro c,,-n;.;ot Co B.ny job b e cause of 

old age or il:n~ss . - - - - - - - ----- ----_. 



• '1 II" If! 

C c c unat ~ o n al c~ara c ta I' i B t ic s 

e , l 8ro~ ~rori u c t i on 

10 . ;; ow much l a n d di d you c u lt iv~t a 1n 1976 / 7 7 a~( 19 77 / 7 8 7 

1 ')76 /77 

10 77/7 9 

i n 

in 

lo ca l vp i ts 

1 0c n1 units 

( 

( 

, , , , 
______ in hectar s . 

in he ctars . 

11 . T~e c mount o f l~ n d y o u c u l t ivat e i n t~a l a s t five year s is : -

Constan t 
In cr ee. s 2. n l! n ~-! 

'--' 

1 2 . If t~ o siz o of l a n rt yo u cultivat e 1 5 incren s i n~ i t i s h a c au s e 

Ynu ~8v e g o t a d ditiona l l an d f --
• You .ree l t h 2t t hE: cro!) r.ri~9 ;"; a r o a t tractiv e ---, 

You bough t additio~a l o xen 

Yo ur fami l y l a bour f' n rc \:! i ncrenG~d .D 
Ct r: <" rs 3 'Ooocl fy 

1 3 . If t he SiZ 2 of l an ~ yo u cul t iv~t8 is dec reaG in ~ t he reas o n s e re 

la!.."1our 
, . 

---"i 
I I 

-'--' 
t o n:OVC:-. '3:1t I'2str ic t io n on ~r ain i t 

'--' 
lack of o-;~ ·~n 

Poor hpc.ltb _i _ 

1 l l . Ir thp amo u n t o f l .an d yo u cultiva t ~ i s dacr ea sin g in d i c at e a~ 

o::.~ ~l '''' en . Si n ce 

15 . ' ~ich o f t ho s e cro p s a]~ e v e r y impo rt~nt to yo u ? Rank t ~ em in 

pr iori ty o f pro du c t ion. 

Crop Rank 

1 • T e f : 

2 . ..ihe::.! t 

3 . :3arl.8y 

I, Sor~hum 

5 . I ·~aize 

1 

I 



16 . Indicate the amount cf lana you have allocated to each of 

these crops and the yield per hectar in 1976/77 and 1977/78 

crop ye a rs: -

i i 1976/77 1977/78 , 

, I 
I: 

" Cultivated Cultivated , ! 
!, 

Crop Land i Yield Land Ye i ld , 
. LOCa l. LOCa l. 

Vlcal I Hectars \ 
Local lit/ha Uni ts , Hers 

U~i t 

Units U!1its 
I , 

Teff ! 
. i I , 

I I 1 

Wheat , • I 
I 

, I 
I 

Barley , , I I I . I 
Sorghum , : ! 

, , 
, 

i Mai z e 

17 . 

18 . 

, I 
, 

; i I ! 

amount " f seed used in kgs 

1976'/7J 1977/78 

Teff kg kg 

\~heat 
l i •• 

Barley " " 

Sorghum " " 
Mai ze ;i 

11 

What factors do you tal,e j_ nt Cl account when you plan 

y 'm r land for ea () :-, type of 

Family neer.s --\ , 

Crop rct"ti ~n 
L-! 
Ii -

. ? gralD . 

l'-larket prices 

Others spe () ify 
o 

I 

qt / h , 

I 
r 

to pr epare 

19 . If you consider all of t ~ e abov e items or most tof them , 

rank incrder of prioriTY . 

1-

2 . 

3 . 

4 . 

20. Do you like to be i nformed about the grain prices before 

you j:lant your 

Yes il 
- ' 

crops: 
N() 
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C.2 AC s eSS t o ~rodu ctiv c ~a50UrCQS ~nd utilization 

2 1. I s t ':arc a ny cr 3~l t nr ocram in y our villa~e? 

YCG 

[J 
No 

il 
22 . I n d2 c Rt e th3 2va ilabl e crddit . 

Fertiliz::r n i mproved. 5 :)( (] 

~, 

i I 
<---. , 

:::trb i ci<es ~ 
; I , 

tr&ctor r8nt~ o 
c as!"! 

ot"1e rs s "P9 c:lfy 

I I 

r -,' -
consum0 r goods r=r 

23 . In~ic~te t~a s our c e o f credit 

c 'n t' 
..J2rv~c::..: '.-I o o~·era l. v es 0 

J~grc - Industrial Eanl-::Ii 
Gt:oers '--

Ei nis try 0:f ;_Gricult1J. r e 

St~, to f ..;:.r:!13 

24 . Do yell part iciD~te in tho crodlt 9ro ~ram? 

Yos n N t' n LJ ,-

25. I f J Cf: 1v ~1J. c i: t y~o of' credit do you uS:lal I:r t 1;;:(; 7 

[] 
o 

?G:i .. ti~ i z0r 1---" 
I-'s s tic i e e sand 

'--' 

Herbic i des Ii 
()t~-.Grs 

c onsul1I"Jr 
- r­g oo Cl.s J __ I c a s'h ,--I 

~ 

26 . Hl:9n c1id y o u strut pa r ticipp.tin.g: in t hs c r edit ry ro :?r p rn? 

5 ::'nC8 19 

27 . If you ar? ~art i cipetin¥ in f £rtili zar cred i t ~rO ?r~ln, are 

t "::lE"Jr;:-· y ours In lihlCh you quit c r th e cr ~c:.i t ,( 

28 . 

29. 

~(0 S II 
If y85 H"::-Cii yaars? 

No 0 

If you hRv e quit ad t~kin~ fertiliz e r c r8dit t t..o reasons 

Your as soci2t l.O n di d n o t t"'?~~' 959~ of t7::.£ :;. r z v ious loan 

a.ria: -
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,-

::ou c,,:,.cl not :)f.~y your p1'2v ious ~.'C'b t on tl" 2 in !~ ~:t 

You did not 6aa ~ny b~n crlt In usi~5 f3rtilizar b e caus e its 

• 

30. you ta;'G 

50 ke: 

cre~~t ~ow much do you usual ly take ? 

,-_ .... 
!-Core telan 

i OOkgs 

150 legs r-! c 150 :cgs 1_'=.1 

31. For "':v:1J. c h croO)[; do you uS 11a.lly usn f:;rtiliz8!:", or fertil iz 9 r 

Teff 

Sor ::hum 

32. 
cro!"Js . 

icroo , ' 

i 

:Tcff , I 

f,

' .fh OBt j 
BarlGY! 

Sor ~)lum 

~,:ai zs 

in:.prov:~ ·:..~ 

soset:] 

+ 

«-

L1 

n 
;',1"0 ' ortions y nu a:.o:?ly 

ff ':)rtiliz9r 
only 

t ... 

iI!lpr fl)v ?d 

s:.::ds o n ly 

, " I 'I 
*For ·0rOlJ01 ... tior~s say -ti , e , z- , 1; , ntc 

**Ot!~Qrs rsf·:r to ~0rbicid0 S p3ctrcids 

::'ar:!.ey ! I 
C 

. . f ~- 'I 
· t:~ers 5-'8C1. y 1._1 

ebOV0 in~uts to tba 

" Ot;-,or inputs 

33 . ~Gt is t ~b incr8m~ntal out- uu t duo to t~s US B of 

Crop 

T c ::£ 

bar .l.B Y 
Sor ~.:-_ um 

!'~aize 

'litil fGrtiliz~r And 
; mff ov :)d seed 

! 
in local unj t Iqt!ha 

I 
I 
I , 

.fit~l f':J7."t:: :,.iz ; r 

2:.1o n G 

local u~it~~~h~a~_~ 



34 . 

= 1 U I 

' ~at ~a G ·t; ~3 pT' ic o of fertil i z ~ r ar~ i~~rov~~ s ~0ds i n 

y ou r v i l l a ge i n 19 76 / 77 2 t-j 1977 / 78 _~ . J . 

in p e t 19'76 /17 ';·C. 
Br Va t 

1 ~77 7 ~8~ . c . 1 
3r/at 

35 4 Eav G YOll 8v ~r s uff 3 r 8~ fr o m £ ro~ ~a~~ .·a 1D t ~a l as t 

l' i".r :: yr:. .:" 5 7 

36 . 

37 . 
38 . ..>0 

Y e s 1-.1 

y c u 

ro o 

Y es 
LJ 

197 197 __ _ 197 __ 197 _ _ 

-.1'1 e a t - - ---
1' 0 . . 

39 . I: 7 0S . ,,'hi'c h ono s d , ' Y'o'o( Olsually- st ere? 

40 . ":.."'y :-::::: 0 f s tc r ::. '.':2 

Di b i gnit 

Tc f f '_J 

L':a i ~ :.:."! L:=J 
1 P C i.:'. i t y- (~ot '9 r a 

S ac -:·:_s 

Sac l :::s -! 

3~r: ey II So r .g:lUm 0 

S-u dgu a d 

Ct :.:c r s ?:J2 c i f y _____ _ 

h l. Ii'or l-.: o~r LOllg ... ~~ () you k2ep y o ur g r a in i n s t orE :s ? 

Un ti l .:- r i co 3 ,,,-:~. ~ ::-. 1-,1.r;h ~ 

On ly fo r cons lll!lp t io n purpClSes 

C. ] ~iY 3 s t ock own 2 r sh i ~ 

1t 2 . :':7 0 'hT nl .. ~ ny 
Oxe n, _ _ _ ___ _ Sh e ep 

Cae 0 1 _ ______ _ r{~u l :D s _______ _ 

~:;'oa ts ----- :-lour S:.:: 5 _____ _ _ Ch i c ken ___ _ _ _ _ 

.... 0 yo · ... -: o":rn -;-

43 . If y ou h a v e only a.n loa; don t I ~ £'..V 3 n n "/ ~~'J ' ,,J d o y ot.:. ?J r e:J a r e 

Yo1:.r l ane ? 
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• By joinln,:.' \'fJ. th a ni 8b~lbol:r 1.I '-i O >2.5 c ot on..:: . I! 
By 'Hor!':].r:; :;:rr poo-~18 lV"h C"'l h8_V\.~ ox -:::n a!: :-~ c.sl~ tilam for oxe n 

service in r eturn 

• :Cy r on t in g oxe n 

C t tG:;:", S S')0C i fy 

o 
n 

44. Have yo~ ~vo r suffG r od f rom l.ivsstocl: ~] o rtality7 

Y os 
i_ I 

If yGS , Whl C ~ y vo rs? 

no o 
197 __ _ 

46 . 7':hG rnost a:ffect.Jd n nimal s Her a 

197 _ _ _ 

I ;) ist a n c2 1'--'0:': 
1 

Noc . 
i ~n ri::ot Imp ort?n ce ; t ~Je i niOrm"1. .1ts 

FG rson ~.vh I'D 
". 01.-: G 

(hoy , , U s u2.1:i.y v i s i ts 

major ;l\ i n o:r1 tiOl8 in hrs ki~-:' S : 
I ; 

I I ! I 
I I i 
I I 
I , I : I 
I I I 

I 
i I I , 
I ! 

, , 
I I t 

I , 
I I ; I 

, ! 

48 . ~eas ons for ~_ttGndln ~ marl;ots ? T o D:JJ.J ~·OO ~5.D 

To buy consu~er it0ms Othprs---

49 . Is th e ra serv i c e c nopsrative 5ho~ in y our vil1~ sa ? 

n 
'---' 

ITo 

50 . ~o os t~e l ~ ·c?tj.on of t he service C OO!;·:~~t iv~ coinc i do with 

no i'"' 
'- ' 

,~ 
! I 

.) 1. :)ist211CC o f sz rvic p Cc.o ...-,o J. .. F.1tiv·.;) :C rol'!.~ ~lour ~]O~~~C in k m ____ _ 

1-. 11 days 

0t hn rB 

I 
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53 . Fo"';" often d o you buy -:;-o od s f ror.1 t"l,":' s8rvic 3 coop,;rative shop? 

Usua2.1y '-I 
'--' 

SOf.1c timc s n i!ot 2 t al l u 
54. I~ you b~y so:~€ ito~G fran! the c0 0~Erativ & shop l ist th e majo r 

1 • 3 . 5. 

2 . 4 . 6 . 

5 5. r .... ~~p~OXi;:i12~tely Hhat pro '~o rtl tJ n of your de;, . .::.nd. do:;s t he p urch ase 

~roQ service cOO PQrat1vc satis~y7 

56. If y e u don l t buy from the GCrViC 0 c ooD&retive sh op it is 

57 . 

58. 

::'0 Ca'L:s c . 

~oods you n9 3d are not 0v~ilabl~ in t~8 survic o c oope ra-

~r~ avai1 able in t 8 p rivcts 8~O~S . 

'l':~<-..~ coo:)8rativ8 si ..... o 't) is not OD2 11 ~·l-·::on y ou n ',:.e d t he 

G;ooc:s ['l 

o 

T:::.c co oper::-~t~L--G s hop cr.argf.-}s ~-:. l-.'_:cr :0::-20:3 t:-:tan private 

i~~0rc -~-~r.~.n -;- s . i:=I 
T:~o co o~.Jera tiv G sh o p is fa.r fro :;). your ~J. or·1D . n 
you a r C! n o t 8.. :i~Dl'1bcr of soci e ty o 
Oti,cr s 

-::' 0 you soll f_:-rain? 
., 
1 ;'>:J n 

'-
No n 

I f' yes "(: &n do you us ualJ.y s ell? 

Jurin " :)0 ·· 1-:: ~!a rvss t ser~ son n 

Ct.- ers 

59 . If you ere sGll in g at t he peak harv~st Goas on is it all 

c:f y cur crop or on ly some o f i t? 

All Some 
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60, If you sell some of the crops during peak h a rvest season, 

which crops ara they? 1 ______________ _ 2 ____ _ 

3, ______ _ 

61. You sell these crops during the peak harvost season b a caus e: -

You immediate ly n eed cash to meet Your obligCltions o 
You bav e no storage facility o 

• You wan t to avoid risk of sDoilage 

• The prico of grain is the sa"ie throu g hout the y",ar and 

there is no n eed to stor~ o 
62 . To "'hom do you pre:for to 8011 your grain? 

• To service cooperntives LJ 
ryire c tly to consumers i I 

, To private me rchan ts o 
63 . Give reasons for :referring anyone of t h e m: 

64. J,re there cases ~lhen you tool<: your grain to s ervic e coope r a tj-

c:.nd. could not find anyono '"h c b u ys it? Yes 
! I No u 

65. Ar e th o r o C2..ses when tha coc por~ti"/(; society receive your 

g r e_i n and d id not ;cay you th e mor;ey i mmDdia tely? Ye s 11 
i--

No 0 



66. 
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:iJ . 2 Trnl1sport 

":!hat means do you usually 

tn0 market? 

Pack animals [J 

use to transport your grain to 

D 
By my ,df'e and other f'amil; memba;cs load 0 
Oth e rs s ··'ecify: 

D. 3 Pad::aging 

67. 7~at packing matoria l do you usual ly us e to transport your 

gra in to t:1':: marke t? 

Joniya 0 Ker e tit o Silicha n Oth or 

D. 4 Unit of !<leasure 

68 . ·· ! ~-: 2.t unit do you use to market your g ra:i.n? 

69. ~o you ~~ve a ny idea of a Kg . equivallent of tbe units ? 

¥ss i:J No o 
70. i-ere t:c o re cas as when you fel t that you are choa ted by under 

~eishinG your grain ? Yes o No [] 

D.5 !~u2l.1i ty 

71. Have you over bean told by extension agents to improve the 

quality of your grain? Yes [] no !I .-
72. li.rc t~:Gre cases whe n service cooperativos or merc -~lnnts 

roduc ed tho prieD of your grnin due to quality problems ? 

Yas 0 No D 
73. Y.a70 you e ver been told th a t good quclity grain ,·,ould fetch 

you good ?rice? Yes II No o 



'" 

7 4. If yes, h~~.:v.! you aver tri8d to improv e t :~0 qu a lity of YO'.lr 

grain? 

Yos 0 No n 
75. If No , ~;rhy ? 

I c:=!.n't irr.-:--rovQ 

• I do n ' t 500 <,.n y 

t " qU Ql ity n 
ben ofit fr om im proving th~ quality o 

OthtJros 

76. To 11hom cia VO L' uSUD.lly sell b e st quo.li ty grp.in: 

to s Grv ice cooporcct i vo o to consum8 rs o 
• to morc"':ants o 

77. The roason for se ll ing diff,,·r ,"nt qua lity .;'I:' a in t o diff" rent 

customers ar3: 

78. D.6 Quo t~~oliv0ry 

Have you ever been required to d e live r a fixed amcun t of 

gr a in to coo~0r~t ivo society or Agri c ultura l Uarke ting 

Cor po r a t ion", 

i I No o 
79. If YOB, 'I, ·T1.10 n dJ.d t:1is daliv0ry system st-::rt crl. in yo ~~r 

village ? 

80 , Amount of' grain you clel iv 8 r s d on q1..1ot a basis s i n ce its 

Dog-inning: 

In kgs or gU jn t 3ls 

Grai n Taff ' !hoat Barl ey Sorf"~um l'·1£'.. ize 
, 

-. oq . • . ct Re q • i l..ct . Req. Act Req . i.ct 10 acq . Year h.c t 
~ .. uo • :Jo 1 C:uo . :'Je 1 . Quo . ScI t;;~uo • .-)01 . ·;;-~uo • ")0 1. • 
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E . ~I ouscji ol~ cnnsumptio n 

8 1 . ')0 you c~ ,.ang G your p2.tt z'rn of' consun1 1:·tion according' to the 

dOMlnant cro p in di ff~rcnt sonso n s n£ t~~ year? 

Yes N o 

82 . ~~ yes , indicR~C th~ ssason S a n d pRrt i cul~r ty?C of r o od 

usual~y consu~e~ In ouch s oason . 

See.son :ro 

F row __ ro __ 

From t o _ _ 

F rom ___ to_ 

IF'rom __ t o_ 

iF'rom __ to_ 

IFrom __ to_ 

It 8 t.iS t! 8 u fl.l 1 y 
consu mGd i n 

Un it 
of 

j;..mo u n t IGr If . I . i alue 1n 
s lngl~ rne~l Bi 
f , ..... :"\ ........ ..: 1 v r r or 1,,/ ... ...,; .J,.. 2.1 .• -'-.J.. .... 



83 . Indicato your f'rn ily cons u mptio n 0xp~)nditl1I' C for t~e l ast 

1 5 d~ys for tho f ol lowi n g it 008 : -

" 1 ') 1 " 

:r:'r oQuc..:."d on Farm I! 0 u [!' h t 

It ems c Ol1 sUP.i::::-d 
J:a.mount Val u e l"moun t Valu e i 

Loc ". l unit k p's Birr Local unit kRS 
Birr 

1 • Senne 

Gabs o 

Tcff 

Beko l o 

~, f ashill 8. 

2 . Oth ,, >, C8:;:,, ::~a~,'·; 

· Zong::".d s 

• Dagus sa 

· Ajja 

• OL:~~~ r s 

J. ~: uls os 

l .... ter 
Bakella 
l-l.enGU~lrc 

Ivi8sir 
4 . Dairy ::.)roduc ts 

T-{0 11 0Y 

Vilk 
i1..y () b 
Butt",1' 
t·~.e? t 
Otb0r 

5 . Snicios & harbs 
B2rb8:i:'8 
Er c.o 
Sc:.l t 
Ot hors 

6 . Bov ,:; r ur;'o • oc 

t o bac co 

· T811a 

· Te j 

• Katikal~ ~ '.. 

Otb,~rs 

~. Light ,j: f~.J.::Jl 

Fa tC!1CS 

c'.l.ndlo 
kerosir: 
oti""'c'L's. 



I 

• tl':ti • 

8 4. Expen dituro i n t~G lQot 12 ~onths 

----------------,----T------r----------
F2.rti cul2.rs 

8 . :·~x:.::.j;.:(:.i tEro on 
clot~ing an~ foot­
wonr 
I te~', s 

. Clott~s for grown 

up :)>3C : ) ~.o 

. clot~QS fGr' childr0n 

• ?;,lan:{~ t 
.soap 

• s~ ..... oc s 

9 . CtJor sorviC06 

Typ~ of sorvico 

• Trarnport 

Ieee' i cal 

i"I ill in';, 

Mo, rr i 8. "" 

10: P~rsonnl cere 
and ":Ji'f':' cts 

Tyuo 

Unit 

I-!a ir c:;.. .... ar c 2..~d nert' r;1C 

:Jour' S/ orn2.r..cn ~:;s 
at:: .;:('5 

~..mou n t of 

:J,r::;ount in 
Birr 

Itol71s Unit 
0x1!Gnditurc 

Investm.ont in 
:'1 0 USG holel. furni turo 

a[lc~ oqu i pillcnt 

· Table 

• C -air 

• B"d 
• Dist 

· ;r.:C"';o;ob 

I ot',cers 
Invost'i.Qnt 
in construction 

• "rooc.~'2n doo r 

" "::.r:60"1 . 
lnvos tn'lGr't in !::-.rm 
to!ls · nlou ~':! 

· :10 .:.:~ 

• .ionLf...t c~.rts 

I 
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~l1VO S tc\.;n t Unit ~Ju r.ib·:)r . + 
~ .moun..., in :"l8.n to buy 

in livGstoclc Ho,' su!.·~'; Birr 

Ty~)G bouG:Jt 

Ox 

cow 

calvo 

sheep 

a tb...:';) 'i ',3 

87 . ZxpanditllTC on t ~~o f:lrm operation in ti~a l~st sGason(1977/78) 

It 0I11:J 

-:::'ri-:cto r 

Ot -~:::'S 

Institution al :1':'008 

I"lahbor 
E kub 
Edir 
,churcD 
Others 

Savings B ·" t ' Du g . .! : 

'1.rnOUl1"'~n* 
ic:o.s::' (br) 

I 

"'--- q c-' ''''' . .I: .l ' ~ U .-' '}. ...... Y 

amount in 
Sirr 

, 
i 
I I n c'.icaioc ho,,' 

I 
umuch anc~ ~1 ow J of ton t~s pays 

*such DS i~CCMO tax droug~ t r.)habili tat i on ~~._ tax are 
incl;,.;: -:~oc1 • 

also 



= 

89 . Transfz r inco~o 

& ~O~11t of lnol1~y s c~t to roJ.atiV QR l i vir:g 01ltsi~o tto farm 

i n t~ 0 last 6 ~on th s 
:2irr 

Im.o:r:ov:..~-d Static o 
91 , If your G~a',!d? r :: ~. of' living is d 0 81inipG' t '. o r r.:; ::!sons 8. l"' C-: -

s ho rta: 0 of l~nd 

Too:" ~-:c:::.J. th 

92 . IE you ar c gi v~ n tho o pportu nity do you ahot]~c n crop 

cUl ":: iva tion anr:~ liv ~ stock r aising, c:rl (~ co :r: c o r._ tY':.::t ~ ... . o n the 

s~cie liTIS ~ctiv2ti e o or oJigra ta to tO~I~S . 

Yos o No 

93 . If yas tho r 2~s() ns ~ r o: _ 

• Co:;';~y cultivCl.t2Cll is not payin g du e to :'OF :Jrices D 
no ~ossib i :_ ity or increasin~ l:..nd s i ze duc> 

s~ortu~G af l a n 1 

• 
conditi on ane n ca r soil ,--. 

L-i 

94 . Givo your aoinion on ~aving service co oryCrntivB 

Us eful 0 Us c-10 GS 

to 
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95 . If' you thjnk t>at th -:.:: ::.:crvice COO:?8r8. t~.vOS are uccful givE) 

rC2.GC;15 

• 

• 

?~cy suP?ly basic ranuf~cturQs to ln0m~GrS ~t low pricos 

t:·.; t~n a·f.-:'.l.lc:'..blc in th·3 r'1.Qr1:::ot ! I 
T:.ey Q~tnr~! credit to 

cc!:~bors o 
spec i fy 

T:-10Y buy ?:rn in ~t 10'" ;:r ic f)s 1.:~ 2..i:"". t -..: -:::r.iv."'.t;.; ~Grc~ants 0 

T~-:, ey dOD t t supply enough canSlH71l...r f: ooci s [] 

imrr:!c·dia tel y DUV . , fer t "3o t\],cY buy 0 

se.tinfactory? No I I 

98 . If your anS-:J01~ is no t glVc.: yo ur opini on of' 'f.J2. t sbould be 

dor-:.c 2..bout tIl:- 1'7!ark::-t1.nr, systom 

99 . Do you fGol t~at ttc ~r i co nai~ by t~~ service coop0rative 

fer your grain sinc o 1973 E, C. is sufficiont? 

Yos II 
No o 

100 . If no , ho,~ Tlucb do you 0xpec t for Gac~_ ~rain? 

'I'o:ff :3r/qt 3ar1..cy Br/qt 

,.~ . cat 3r/qt SorghuPl Br/o.t 

f.:a izG .:Jr/qt 

F. ~ovenua ( : ncome) 

101 • ~ovcnUG from grain sales since 1975 

TGff .:rhoa t Barley , SOi"r::1um !t-1a iize 

}rain Yea 
VI! - . 

I 

• l.':1t . Valuo~ N;1t . .Va lu e ~ · .... mt • . a uo · ... ..1:1t . 'hlucJ rimt • V"lu0 

.~~ t • Birr · ;;'t. ;Eirr Qt. 'Ei rr ' '- 3 irr , ~~ t • "S i rr 
.~ v • 

, I ! 
975 I 

9~6 
I 

, 
, I 

977" 
, I ! , 

978 1 
~ 
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102 . Inc )me fr em sales of other crops 

1977 Birr 1978 ________________ Birr 

1977 _____________ Bi rr 1978 ________________ Bi rr 

104 . SHes of animal pr oduets June 1977-1 978 

Milk Birr 

Butter if 

Eggs " 
Heney " 

105 . Sales of Hides and skins June 1977 , 1"," Q 

1, 6 . Amount of inc eme earned f rom sideline activity June 

1977 - 1978 Birr 

107 . D, you get money from relatives wor ki ng in other areas? 

Yes No 

108 . If yes , the a~.unt in Birr: 

Ye a r 

1975 
197{; 

1977 

1978 

Amant ir Birr 

1. 9 . Am , unt of inc _me earned by V/ .~k ing fo r .. t hers: 

June 1977 - 1978 

1 1\ kind 

In ~ash 

110 . Have you b , rrowod money S .i n~ June 1977? 

Yes o N. 1--' 

111 • If yes , frC'm wh . m? Fr"'m private Merc'1ants 

From c eopera tive soaiety --
U 

Others 

11 2 . when did did you b arrow the money? 

il 
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