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Traditional food marketing systems in developing countries are often not trusted. In consequence, policy makers fre-

quently try to regulate them and modern market arrangements increasingly are emerging that seek to address some 

of their presumed deficiencies. However, it is unclear how trustworthy these markets actually are, and if and to what 

extent regulation and modernization affects market governance. In this paper we look at the case of coffee in urban 

settings in Ethiopia to test trustworthiness along three dimensions of trade transactions – weight, quality, and the 

presence of illegal trade. We find that traders are relatively trustworthy on observable quality characteristics and 

weights. However, there is significant illegal trade (prohibited trade of export quality coffee) and a consistent pattern 

of over-representation of not easily observable quality characteristics. We find that modern marketing outlets or for-

mats, including branded and packaged products, deliver higher quality at a higher price, but are no more trustworthy 

than traditional marketing arrangements in terms of these dimensions of trade transactions. 
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Introduction 
There is a long-standing debate on the appropriate role a state 
has in the governance of markets. This debate is especially 
strong in developing countries where market institutions are of-
ten weak and the performance of markets and its functions are 
perceived as falling short of expectations. However, there is lim-
ited empirical evidence on the extent to which traders in these 
traditional agricultural and food markets in developing coun-
tries can be trusted. This mistrust has ramifications on the in-
centives for suppliers to adhere to proper production practices 
and supply quality goods, for traders to engage in proper trading 
practices, and on the costs of search and transactions within 
market systems.  

In this paper, we research three questions. First, we analyze if 
traditional traders can be trusted by testing the extent to which 
they cheat with weights or on the purported quality of the cof-
fee they sell. Second, only coffee that is of lower quality is sup-
posed to be traded in Ethiopia. We test the effectiveness of this 
control and whether traditional traders circumvent this law. 
Third, modern marketing practices, such as packaging, brand-
ing, and modern retail outlets, are presumed to be more trust-
worthy, since they usually are linked with more reliable supply 
chains. We test the extent to which such modern marketing 
practices in coffee markets in Ethiopia lead to different behav-
iors within the urban coffee market. 

Method and findings 
Our findings are based on a survey conducted in October 2013 
of 543 coffee wholesalers and retailers in Addis Ababa. 262 sam-
ples of 1 kg bags of coffee were purchased from all wholesalers 
and from almost half of the retailers in the sample. To deter-
mine the exact weight of the coffee purchased, we measured 
the samples using two electronic scales and used the average of 
these two measures in further analysis. Subsequent to the 
weight assessment, we packed the 262 samples in standardized 
bags and took these for quality evaluation to the Coffee Liquor-
ing Unit (CLU), the government agency that assesses the quality 
of each coffee lot before it is approved for export. 

There are three main findings from this research. First, we find 
that traditional traders cheat customers on quality characteris-
tics that are unobservable, but that there is less cheating with 
characteristics that are easily observed. In fact, the cheating 
with weights, which is often presumed to be rampant, was not 
found, and traditional retail traders actually tend to give the 
customer slightly more coffee than advertised, as shown in Ta-
ble 1.  

Table 1: Accuracy of weight of stated one kg package of coffee in tradi-
tional markets 

   Traditional retail markets 

 
Semi-

wholesalers 
Regular 

shop 
Open 

market Total 

Number of observations 100 44 51 95 

Mean, g 992.6 1004.2 1002.8 1,003.4 

Median, g 991.5 1004.8 1001.5 1,002.5 

Underweight, % 75 36 43 40 

Overweight, % 25 64 57 60 

Second, by law, only lower (non-export) quality coffee should 
be domestically traded in Ethiopia. However, there is a flourish-
ing domestic trade in export quality coffee, seemingly driven by 
high local willingness and capability to pay for higher grade cof-
fee. Only 13 percent of the coffee samples bought from tradi-
tional traders were assessed by CLU to be unfit for export (Table 
2). Even though the grades of coffee found in traditional mar-
kets adhere to export criteria, the coffee sold in Addis Ababa is 
mostly of lower grade quality. 41 percent of the coffee sold by 
semi-wholesalers is rejected for normal export quality grades 
(but higher than under-grade), while 33 percent is under-grade. 
Moreover, in 66 percent of the cases, semi-wholesalers re-
ported selling coffee for a higher rate than the price that its area 
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Table 2: Quality assessment in traditional markets, percent 

Traditional retail markets 

Semi-
wholesalers 

Regular 
shop 

Open 
market Total 

Overall quality assessment 

Fit for grade 2 16 0 4 2 

Fit for grade 3 1 2 0 1 

Fit for grade 4 0 2 2 2 

Fit for grade 5 4 2 8 5 

Fit for Peaberry coffee 2 0 0 0 

Rejected for grades 
(but not under-grade) 

41 52 39 45 

Fit at under-grade level 33 32 31 32 

Unfit for export 3 9 16 13 

Statements of area of origin of coffee 

Understated 21 24 15 20 

Match 13 5 10 7 

Overstated 66 71 75 73 

of origin actually warranted. This pattern of over-reporting the 
regional origin of the coffee provides evidence of cheating – and 
seemingly not a matter of ignorance. 

Third, modern marketing arrangements (modern retail outlets, 
packaging, and branding) do not appear to lead to better and 
more trustworthy market performance. While they deliver sig-
nificantly more processed and better quality coffee (Table 3), 
traders employing modern marketing arrangements also charge 
significantly higher prices, all other things equal. The results 
show that they cheat as much (and sometimes more) than trad-
ers in traditional markets, in terms of both the quantity and the 
specific qualities of the coffee they sell.  

Table 3: Market outlets and type of coffee products sold, percent 

Modern retail 
Traditional 

markets 

Super-
market 

Mini-
market 

Regular 
shop 

Open 
market 

Packaging 

Loose 2 28 74 60 

Branded pack/transparent 22 5 1 0 

Branded pack/non-transparent 63 50 16 5 

Non branded pack/transparent 11 16 9 35 

Non branded pack/non-transparent 2 1 0 0 

Form 

Raw beans 20 46 83 95 

Roasted 8 1 0 0 

Ground 72 52 17 4 

Policy implications 
These findings raise a number of policy implications. First, while 
observable quality characteristics are rewarded in these value

chains, unobservable ones are not. This is important because in-
formation on food safety and on taste, which are not easily ob-
servable, is not transmitted between sellers and buyers of food 
or agricultural products. In consequence, consumers are not 
guaranteed that the true quality of the food they purchase 
based on these dimensions actually has the quality characteris-
tics stated by the seller. The findings support establishing public 
or private quality and safety standards in order to assure desir-
able levels of quality for all produce sold. However, as there are 
cost implications from these markets improvements, the type 
of interventions should be chosen carefully to address these is-
sues and to ensure the best rates of return, such as in export 
crops, where there is often a substantial willingness to pay for 
quality. Such quality control is also required in those value 
chains and situations where food safety issues are a major con-
cern. 

Second, there remains a flourishing black market for coffee in 
Addis Ababa. It can be argued that a liberalized system with no 
barriers to the trade of high-quality coffee domestically would 
lead to more integrated domestic and international markets 
with more closely aligned prices. This, in turn, would save on the 
costs now incurred in controlling the sale of export-grade coffee 
in Ethiopian markets and would also make higher quality coffee 
more accessible to local urban consumers. However, complete 
liberalization might lead to issues of adulteration. From experi-
ence in other countries, some trade regulation will be needed, 
especially to avoid adulteration of coffee in terms of purported 
region of origin.  

Third, while the domestic modern marketing systems in Ethio-
pia are still under-developed, we find that they are able to de-
liver high quality products. However, they as yet have no better 
track record in market governance and building trust with con-
sumers than do traditional markets. This may be explained for 
the case of coffee markets in Addis Ababa by the continued 
dominance of traditional market mechanisms confronting trad-
ers seeking to employ modern marketing practices. Such coffee 
sellers have not yet put in place reliable supply chains for the 
coffee that they market using modern marketing mechanisms.  

By liberalizing the coffee market and the retail sector, this 
should encourage larger and more experienced coffee pro-
cessing companies and supermarket chains to enter Ethiopia’s 
coffee sector. If permitted to do so, such firms would be more 
likely to set up dedicated and more trustworthy sourcing ar-
rangements with modern wholesalers, commercial farmers, and 
farmer cooperatives in order to supply the coffee that they sell 
through modern marketing arrangements. 
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