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Well-functioning agricultural marketing systems are important 
anywhere in the world but especially so in Ethiopia given 
disastrous implications for food security in the past of badly 
functioning food markets, with food stocks available in some 
parts of the country and widespread famine in other parts. 
Major reasons for historically badly functioning food markets 
have been linked to lack of market information, bad road 
infrastructure and high transaction costs, and, at the producer 
level, distress sales and lack of storage by small farmers. 
However, important changes have happened in cereal 
markets in the last decade in Ethiopia. We assess in this 
analysis the extent of these changes, relying on primary data 
collected from wholesale markets and on secondary data on 
cereal prices and margins. We study changes in drivers of 
market transformation and of cereal price formation over the 
period 2001–2011. 

The five drivers for change in cereal markets 

Driver 1: Economic and income growth. Economic growth 
has been substantial over the period, leading to income 
growth and changes in consumer demands for food. As seen 
in other countries, richer people in Ethiopia consume more 
high-value products such as meat, dairy, and fruits and 
vegetables. They also shift away from cheaper cereals such 
as maize and sorghum to the more expensive ones, such as 
teff. Even within specific cereals, there can be significant 
differences in preferences, e.g. generally, white teff is 
preferred to red teff.  

Driver 2: Urbanization and increasing commercial 
surplus. Urbanization has increased rapidly and it is 
estimated that, compared to the beginning of the decade, 3.7 
million more people are living in urban settings. As urban 
people are much less likely to grow their own food, this 
implies that commercial cereal surpluses have increased 
significantly over the last ten years. Using some reasonable 
estimates on consumption, 67,000 additional truck loads (of 
7.5 tons) or 670 full-time cereal trucks would yearly be 
needed to feed that additional population. 

Driver 3: Decline in transportation costs. The government 
has invested heavily to improve road infrastructure in the last 
decade. This has led to a reduction of travel times between 
wholesale markets by 20 percent. However, it seems that  
transportation costs have even fallen further (Figure 1)— 

dropping to half the costs of a decade ago—possibly driven 
by more competition and a shift to better and bigger trucks.  

Figure 1. Real transportation costs between cereal 
wholesale markets over the last decade (2011 prices, 
ETB/quintal) 

 
Source: Authors’ compilation 

 
Driver 4: Widespread availability of mobile phones. Cell 

phones are now universally being used by cereal brokers 
and traders alike. While access to mobile phones started in 
2000 in Addis Ababa, most of the wholesale markets only 
had access to mobile phones in 2005. The use of mobile 
phones changed in important ways the patterns and speed 
of price transmission between traders, brokers, and 
farmers. More deals are also done on the phone and some 
traders now bypass wholesale markets as the center of 
trade. It is possible that the spread of mobile phones has 
also led to the entry of more buyers, sellers, and brokers in 
the trade of cereals in Ethiopia. 

Driver 5: Marketing by cooperatives. The government 
has strongly supported the establishment of cooperatives in 
the last decade. At the end of the last decade, they were 
almost the sole providers of modern inputs in the country. 
However, while cooperatives have been successful in 
organizing farmers for the commercialization of export crops 
such as coffee, they have been less successful in output 
marketing of cereal crops (as is also often the case in other 
countries). Moreover, they seem to be over their peak and 
the shares of cooperatives in supplying cereal wholesale 
markets have declined in the last couple of years. 
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We study cereal wholesale markets in Ethiopia in the last decade (2001–2011), a period that has been 
characterized by important local changes affecting agricultural markets, including strong economic 
growth, urbanization, improved road and communication infrastructure, an increase in importance of 
cooperatives and commercial farms, and a doubling in commercial surplus. We find that these changes 
are associated with significant declines in real price differences between supplying and receiving markets, 
in cereal milling margins, as well as in retail margins. Important improvements have thus happened in the 
last decade in Ethiopia’s food marketing system, traditionally identified as a major cause of food security 
problems in the country. 

 

 

http://www.ifpri.org/sites/default/files/publications/esspwp39.pdf


Impact on price behavior 

It is anticipated that increasing urbanization, marketing by 
cooperatives, and income growth would lead to more 
quantities traded, economies of scale, and thus lower 
margins overall. Access to better price information should 
lead to a more efficient marketing system, lowering margins 
overall. Changes in food preferences because of income 
growth might lead to higher prices for better quality cereals if 
changes in the supply of such cereals do not keep pace with 
changes in demand. The impact of all these changes was 
tested by looking at five different aspects of price behavior in 
Ethiopia in the last decade. This analysis used prices 
collected by the Ethiopian Grain Trading Enterprise (EGTE) 
from a large number of cereal wholesale markets. 

Price trends. Price levels of cereal prices increased 
significantly in the second period of the decade. However, 
while nominal cereal prices increased enormously, real 
prices at the end of the period were at the same level or only 
slightly above the level at the beginning of the decade. On 
the other hand, we see different patterns in price changes 
between regions, likely driven by dissimilar changes in 
market connectivity over the decade. 

Seasonality. Given the heavy dependence of cereal 
production on seasonal rainfall, cereal markets are also 
characterized by important seasonality. However, price 
seasonality is rather small on wholesale markets and shows 
little changes over time. Quantities traded however change 
more drastically, often dropping by half in the lean period 
compared to peak periods. 

Spatial price variation. Spatial variation of prices between 
wholesale markets has decreased significantly over time.  

Especially cities that are located in the cereal deficit regions 
of the country have over time seen a relatively smaller 
increase in prices compared to the rest of the country. 
However, there is still significant variability in price 
differences between markets. See Figure 2. 

Retail and milling margins. Retail and milling margins 
declined significantly. Comparing the first half of the decade 
with the second half, it is estimated that both retail and 
milling margins dropped by 50 percent. The drop in milling 
margins likely is driven primarily by the more widespread 
availability of mills, particularly in Addis Ababa. 

Conclusions 

We find that cereal marketing systems are undergoing 
important changes in Ethiopia to the benefit of producers 
and consumers alike. While these findings are encouraging 
for the country, there is still significant room for market 
improvements. First, while large investments in road 
improvements have been made in the last decade(s), 
Ethiopia was starting from a low base and the country still 
has one of the lowest road densities in the world. Second, 
even when roads are available, transport costs could still be 
lowered by further competition measures that might lead to 
lower transport rates. Third, while information on prices and 
market conditions is now readily available for traders and 
brokers, penetration and use of mobile phones by farmers is 
still one of the lowest in Africa. Fourth, food prices in 
Ethiopia still suffer from large price volatility, sometimes 
linked with ad hoc policy decisions, which might hamper 
sustainable private market development. 

Figure 2. Real price differences of maize between the wholesale markets of Addis 
Ababa compared to Mekelle and Nekemt 

Source: Authors’ compilation 
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