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ABSTRACT 

Coffee's role in the national economy of Ethiopia has been unparalleled for the past five or so 

decades particularly in generoting hard currency. Presently, about 25% of Ethiopian population 

depends on coffee for its livelihood. Owing to this, Ethiopian governments have been regulating 

the industry more strictly than other agricultural sub-sectors. Regulating the industry by pUlling 

legal framework started from early 1950s. Coffee auction system in contrast was set up in 1972. 

The legal and institutional frameworks governing coffee trade diverges across the three 

governments. During the imperial government, it was relatively liberal and had fairly positive 

impact to the industry. During the Dergue era, on the contrary, the overall regulatory regime 

including the coffee auction system was highly centralized which negatively affected the industry. 

The Transitional Government's market based economic policy on the other hand lifted most of 

the restrictions which enabled the country to export record amount of coffee. Yet, the coffee 

trade system including the coffee auction was similar. 

In August 2008, however, the Ethiopian government introduced a new legal and regulatory 

regime which replaced the former one. This regime, among other things, switched coffee trade 

from the auction system to commodity exchange model of trading. It is, however, understood in a 

different ways by different stakeholders. Some seriously criticized it and others applauded it. 

This work studies the detail contents of this new coffee trade regime and its implications to the 

coffee industry. The study was conducted based on document analysis, interview, and 

observation. The findings of the study show that the present coffee trade regime is generally 
good scheme for modernizing the coffee industry. Even so, there are many shortcomings arising 

from the very law and/or practice. This work points out the major ones and suggests some 

recommendations which the writer thinks to be appropriate. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study 

Agriculture is the dominant seeler in the national economy of Ethiopia. According to the 2007 

population and housing census, the life of about 83.9% of the Ethiopian population is dependent 

on l~ . is sector for its livelihood.] Historically, it a:. coun ted for around 90% of foreign exchang,: 

and 40% of the GDp 2 Thus, the sector is the back bone of Ethiopian economy. The coffee 

industry dominates agriculture sector in its contribution to the national economy in general and 

the export sector in particular. 

Coffee is the second most traded commodity in the world market after petroleum] More than 80 

developing countries produce and export it to the world market. For many of these countries, 

coffee is the most important source of hard currency one of which being Ethiopia4 

Currently, studies show that there exist more than 100 coffee species. Out of the;e, only three, 

i. e., Coffea Arabica, Coffea Canephora (Robusta) and Coffea Liberica have economic 

importance.5 And among these, while Coffea Arabica is the best in terms of cup quality and wide 

choice of flavor, Coffea Robusta is the next important commodity in the world market. The 

former accounts for about 80% of the world coffee market and the remaining 20% comes from 

1 Federal Democratic Republic of Ethiopia Population Commission, Summary and Statistical "cport of the 2007 

Population and Housing Census (Dec. 2008), p. 19 

2 African Development Fund, Agricultural and Rural Development Department, ONAR.1, FDRE Agricultural Review, 
Ju ly, 2002, p. 1 It is to be noted, howev.!r, that such numbers vary from one document to anc.ther including the 
off icial ones 

3 Girma Adugna ET AI (ed.), Caffee Diversity and Knowledge: Proceedings of a National Workshop Four Decodes of 
Coffee Research and Development in Ethiopia, 14·17 August 2007 (2008, Ethiopian Institute of Ag ricultural 
Research, Addis Ababa), p. 2 

, Solomon Balami, Genetic Diversity Anal,'>is of the Wild Coffee Arabica l. Populations from H~,. cnno Forest, Bole 
Mountains of Ethiopia, Using Inter Sin lple Sequence Repeats {ISSR} Marker, ( July 2007, Un~ublished, Library, 
Faculty of Science, AAU), p. 1 

5 Ibid 
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Coffea CClI1ephora 6 Coflea Liberica on the other hand has only minor local importance in some 

parts of Western Africa 7 

Coming to our case, many believed Ulat "Ethiopia is the center of origin and genetic diversity for 

Arabica coffee,,,g It is to be noted, however, that there are some who argue that South Arabia is 

the birth place of coffee9 But it is now held that "(Arabica) coffee, despite its name, comes from 

Ethiopia and is still found in wild populations in the undergrowth of the high Abyssinian 

plateux,,,lo The very word coffee is believed to come from root word "Kefa," a place in the 

South western Ethiopia where coffee trees first blossomed, II Coffee, hence, is the precious gift 

which Ethiopia contributed to the world, 

In fact, Ethiopia is endowed with environment suitable for producing different varieties and 

flavor coffee beans in general and Arabica coffee in particular. In the intemational market, there 

are some unique flavor coffee beans which are favored by many consumers, These include: 

floral, sweet, mocha, winy, and fruity,1 2 Ethiopia can produce all these and other types of beans, 

This is due, among other things, to its diverse ecological features such as suitable altitude, ample 

rainfa ll pattems, optimum temperature and fertile soils,13 Owing to this, the country is termed as 

the "coffee flavor museum,,,14 Moreover, despite there are many ranges of coffee exchange 

grades , most of Ethiopian coffee has historically been qualified as either grade 1 or grade 2 in the 

' Ibid 
7 Ibid 

8 Girma ET AL, cited above at note 3, p, 2 
9 Anton Foek, Trademarking Coffee: Starbucks Cuts Ethiopia Deal (May 8th, 2007), Available on 

http://CorpWatch Trademarking Coffee Sta rb ucks cuts Ethiopia deal.mht, According to this line of argument, 
Arabica coffee is indigenous to the Arab World, Arabica coffee, according to them, means 'Coffee shrub of 
Arabia' originated and Yemen in particular claims to be the cente r of origin for same. But others sti ll argue th at 

South America is the birth place of coffee, See Tracey L. Cousin, Ethiopia Coffee and Trade, May 2, 1997, 
available at http://ethcoff,htm, last accessed on July 7, 2009, 

10 H,R, Cambrony, "Coffee Growing," The Tropical Agriculturalist, Macmillan Press Ltd, Hongkong, (1992), p. 1 
11 Ministry of Agriculture and Rura l Development (herein after "Th e MoARD"), Agricu ltu ral Marketing Sector, 

Coffee: the Gift of Ethiopia to the Warld,(2007), p, 1 
12 Girma ET AI, cited above at note 3, 317 
13 Solomon, cited above at note 4, p. 2 
14 Ibid 
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international market which is additional opportunity to the country. IS Besides, more than 90% of 

Ethiopian coffee is considered to be de/acto organic. 16 

Coffee has been subject to trade long before 1500 years.17 Ethiopia forms one of the oldest 

countries which used to trade coffee. Now many even believed that Ethiopia is the oldest coffee 

producer, consumer and exporter in the world. IS Ethiopian merchants used to trade coffee in 

caravans of mules , camels, and donkeys fo r many centuries. Starting from the late nineteenth 

century in particular, coffee forms one of the most important cash crops of the country. It used to 

be exported even to far destinations like London, New York, Trieste and Marseilles. IY 

Even presently, coffee is the most important commodity in the country in many respects. It 

accounts for more than 25% of the GNP, 40% of the total export and 10% of total government 

revenue20 Though decreasing from time to time due to increase in number and quantity of other 

export items, coffee, historically, used to account for about 60% of the total export revenues 2 1 

Moreover, the coffee industry is labor intensive sector. It employs hundreds of thousands of 

people in processing of either red cherry (key eshet) or dried pulp coffee (jen/el) in the washing 

stations and hulling mills. Before it gets ready fo r export, coffee also goes through further 

processing, polishing, cleaning, and sorting. Generally, the sector employs about 25% of the 

Ethiopian population in different capacities like production, processing and marketing?2 Thus, 

the life of one out of four Ethiopians depends on coffee. This makes the crop the most important 

commodity in the country. 

15 
Africa Group Research, Ethiopian Coffee Brewing a Recovery, ava ilable at 

http://www.theafricagroup.com!research!Africa Group-Ethiopian Coffee.pdf, last accessed on July 7, 
2009. It should be noted, however, some argue that the bulk of Eth iopian coffee come with in 3" or 4'h quality 
out of 6 grades due mainly to the deterioration of qua lity. See The ECX, cited above at note 13, p. 5 

16 Nicholas Petit, "Ethiopia's coffee Sector: A Bitter or Better Future?" Journal of Agrarian Change, Vol. 7, No.2, 
(April 2007), p. 253 

17 Ethiop ia Commodity Exchange, What is in A Bean? ECX and Specialty Coffee Market (Dec. 2008), p. 4 
18 See Girma ET At, cited above at note 3, p. 317 
19 Ethiopia Commodity Exchange, cited above at note 17 
20 The MoARD, cited above at note 11, p. 2. Note, however, that these numbers vary from one source to another 

including in the official documents. 

21 Petit, cited above at note 16, pp. 225-263. Currently, coffee accounts about 40% of th e total foreign earnings 
which is still significant . See Girma ET At, cited at note 3, p. 416 

21 Id 
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Coffee is consumed in large quantiti es locall y al so. Ethiopians have deep culture of drinking 

coffee. In addition to the consumption in almost every household , one may eas ily observe that 

coffee houses of different size are spreading out across all corners of the country which have 

their own socio-economic importance. From these, it will not amount to exaggeration if one 

argued that coffee is the blood line of Ethiopia 's national economy as is, for instance, oi l to 

countries like Saudi Arabia. 

Given the ,~nique role of the crop in the socio-economic life of the country, Ethiopia has put in 

place legal regime that governs the industry since early 1950s. This law took successive 

amendments and used to regulate different aspects of the industry including coffee quality, 

coffee grading, coffee marketing and the roles of the regulatory organs. Until early 1970s, 

however, there was not institutional ized coffee market system. At this time, the key role players 

were the intermediaries such as the collectors and brokers and coffee trade was carried out based 

on sample coffee these intermediaries bring on their handkerchiefs. As a result, the whole coffee 

trade came with in the mercy of these traders as there was not free flow of information among 

the different market participants. 

In 1972 on the other hand, a new market system, the c0ffee auction system, which works on 

price ascending method was introduced· tn the coffee trade system of the country . Thi~ market 

system persisted until August 2008, the time when a new law which introduced a new market 

system replaced this coffee trade system. This work studies the legal and regulatory regime 

introduced by the new law into the coffee envirorunent of Ethiopia. 

1.2Statement of the Problem 

As mentioned above, Ethiopia is endowed with environment suitable for producing high quality 

coffee beans. Despite this, Ethiopian coffee industry has been suffering from a number of multi­

faceted limitations. The problems relate to production, processing and marketing. In terms of 

production, Ethiopian coffee remains to be low yield due to, among others, lack of advanced 

4 



technology, lack or shortage of culti va rs suitabl e for different localities 23 In relation to 
process ing, the main interest at stake is the quality of the coffee24 Coffee quality plays 
irreplaceable ro le in the increasingly competitive international coffee market. In Ethiopia, 
however, the quality of large quantity of coffee is be lieved to decline as result of poor and 
trad itional techniques of post harvest processing sllch as during fermentation and drying25 

The arlllual coffee production in Ethiopia currently exceeds 225, 000 tons generating about $525 
million26 which makes the country to be the first and 5 th largest coffee producer in Africa and the 
world respectively.27 Nevertheless, Ethiopia's share in the world coffee market does not exceed 
3.75 %?B This is a case in the event that over 60% of Ethiopian coffee is exported to the 
international market.29 This is due, mainly, to market and market related problems]O 

The main problems in this respect are lack of market standardization, fairness, transparency and 
effic iency]1 There is al so long chain of market channel. In th is channel, numerous participants 
engage 111 the market channel in different capacities . In the first place, this traditional market 
comprises large number of small holder coffee farmers. 32 Also, they are ill iterate, poorly 

13 Africa Group Research, cited above at note 15 
24 Processing is concerned with the post harvest process of converting the raw coffee fruits into commodity and this takes one of two forms as dry coffee processing method or otherwise called as unwashed which is conducted by naturally pulping and drying the beans and wet process ing method which is conducted by washing the fruits. 
1S But this does not mean that the problems at the processing stage are the only causes for declining the quality of our coffee. In fact, there are many factors that determine the coffee qua lity including genotype, climatic cond itions, soil characteristics, harvesting methods, storage condit ion, transporting, etc. 
26 Ethiopia Commodity Exchange, cited above at note 17, p. 2. Note, however, that these numbers vary from one docu ment to another. 
17 Africa Group Research, cited above at note 15 
18 Girma ET AL, cited above at note 3, p. 417 
29 Africa Group Research, cited above at note 15 
30 See Ethiopia Commodi ty Exchange, cited above at note 17, p. 5 
31 Bemnet Aschenaki, Senior Manager, Strategy and Business Development, ECX Market Design, (PPT Presentation, 2008), slide 6 
32 FD RE Ministry of Finan ce and Economic Development (MoFED), Eth iopia: Building on Progress: A Plan for Accelerated and Sustained Development to End Poverty (PAsDE P) (2005/06-2009-10), October 2005, p. 49 The coffee sector is dominated by small farmers. More than 90% of Ethiopian coffee comes from this category of farmers and the remaining one from private and government-owned large sca le farms. See MoARO, cited above at note 11, 2 
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connected to one another and with market systems]) Moreover, they lack information and 

bargaining power which deny them the required level of benefits from the high consumer price 

of their produces34 Others include primary co llectors, local suppliers, farmers cooperatives, local 

and central brokers, wholesa lers, few investors and/or state farms, processors, retailers, 

consumers, exporters, various government institutions, etc. 35 

These prob lems have been causing different problems including but not limited to excesSIve 

transaction costs which include search costs, negotiation costs and enforcement costs . This has 

forced the country to get little out of the plenty potential it has in the sector which is paradoxical 

scenario of scarcity amidst abundance. 

In order to avoid or at least minimize these problems, the Ethiopian government has been taking 

different success ive measures. In August 2008, a new law, the Coffee Quality Control and 

Marketing Proclamation which forms one of these measures was enacted by the House of 

Peoples Representatives.36 In addition, other subsidiary legislations have been passed by 

different organs to implement the proclamation. This action of the government in respect to the 

present coffee trade regime gave rise to diverse and at times conflicting views. 

On the one hand, this measure was considered to be an important move towards solveing the age 

old problems in the industry by rising production and productivity, coffee quality and marketing 

and overall development of the sector. The fact that the present coffee law switched the whole 

coffee trade from the previous auction model to the exchange system called the Ethiopia 

Commodity Exchange (ECX), a new model of trade which is recently introduced to the legal and 

economic environments of the country in particular was praised to be "as bold and fundamental a 

transformation as the opening of the Coffee Auction was to the sector in 1972.,,37 

33 Ibid 

" Ibid 
3S Petit, cited at note 16, p. 240 
36 Coffee Qu ality Control and Marketing Proclama t ion (hereinafter "coffee proclamation" or the "proclamation"), 

August 2008, Preamble, Proclamation No. 602, Federal Negarit Gazeta, 14th Year, No 61 
37 Ethiopia Commodity Exchange, cited above at note 17, p. 2 
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On the other hand, others argue that the market participants were satisfied with the previous 

coffee auction system. Thus, the act of passing a new law which changes the coffee trade system 

instead of uphold ing and strengthening it was not necessary. As a result, they hold that "the 

government of Ethiopia has altempted to fix something that was not broken.,, 38 The opponents 

further argue that the new coffee law totally prohibits direct sourcing of coffee from the 

producers 39 Besides, the present coffee trade law allows the mixing of coffee beans from 

different growers before selling them for export.40 This in turn impa irs the traceability of the 

beans which is an important element in the international coffee market. Others still argue that the 

current laws do not allow coffee producers to directly export their coffee hence they must pass 

through the ECX. Others further argue that there are contradictions among the present different 

laws. Some coffee traders and international buyers come with in this category41 

Recentl y, there was a controversy between the government and some coffee traders. This has 

resulted in, among other things, the revocation of license of six largest coffee exporters of the 

country. Some argue that the coffee traders don't have a confidence in the system and this 

controversy is a manifestation of this loss of confidence on the new coffee trade regime42 

These poles apart views triggered the writer to be interested on the on the subject and do research 

in the area. In general terms, this research is proposed to study the detail contents of the new 

coffee trade regime and its implications to the coffee industry. In line with this broad problem of 

the study, the research will try to answer the fo llowing basic questions: 

I. How coffee trade was historically regulated in Ethiopia? 

2. What are the circumstances call ing for changing the previous legal and institutiopal 
framework regulating coffee trade? 

3. What does the present coffee trade regime looks like and how it is different from its 
predecessor? 

38 -' "Confusion and chaos" with new Coffee auction system in Ethiopia, 
http://www.jimmatimes.com/articie/Latest News/Latest News/guotConfusion and chaosguot with new Cof 
fee auction system in Ethiopia/32097 

39 Wondwosse n Mezlekia, Coffee Brews Feud, Drowns out Voices, Ava ilable at 

http://www.ethiomedia.com/ad .• Last Accessed on April 9, 2009 

40 -' "Confusion and chaos" with new Coffee auction' system in Ethiopia, cited above at note 38 
41 Ibid 

" A!l. !l 't1C' n·., nuo(,l;).l7im· il 'H " 00;> n.·)·19, 2001, 10 1 
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4. How the present coffee trade regime is appropriate In solving the age-old problems 
existing in the industry and generally in developing it to the required level of its 
potential? 

5. What positive aspects that need to be strengthened and lega l and practical problems that 
should be resolved do exist in the present legal regime? 

1.3 Objective of the Study 

The legal regime that regulates coffee trade has, beyond doubt, significant repercussions for the 

success or malfunction of the industry. Against the backdrop of the above stated background and 

statement of the problem, therefore, the objective of this study is to explore the salient features of 

the new legal regime governing coffee trade and its implications to the industry. It is intended to 

demonstrate what the present coffee trade regime looks like and how it positively or negatively 

affects the indusu·y with a view to identify ing the existing legal and practical problems that need 

to be alleviated and the strengths promoted. Specifically, the research has the following 

objectives: 

• To examine how coffee was traded prior to putting In place of the present legal 

framework regulating coffee u·ade; 

• To scrutinize the reasons for changing the earl ier coffee trade regime; 

• To explore what the present legal framework regulating coffee trade looks like, how it is 

different from the previous system and how it regulates it; 

• To ana lyze the regulatory system that is in place by the present law and its implications to 

the industry; 

• To investigate the reaction of role players in the industry on the law and in practice; 

• To survey the degree of implementation of the new law; 

• To find out the pros and cons prevailing in the present legal regime with a view to 

recommending the enhancement of the strengths and rectifying the problems; 

1.4 Significance of the Study 

The present law governing coffee trade is understood in a different way by different stakeholders 

including the market participants, international buyers and implementing institutions. This may 
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be easil y di scerned from the widely divergent views provided above. This is partly due to lack of 

research in the area under consideration. The following are among the significance of the study 

to different parties: 

• assist different stakeholders including existing coffee traders and new entrants to have 

clear understanding on the present legal regime govern ing coffee trade. It will also play 

its own role in ass isting different institutions including the judiciary, the police and other 

law enforcement institutions in understanding, interpreting and applying the law as it will 

gi ve comprehensive picture of the law; 

• identify the major legal and practical problems in the area and recommend concerned 

policy makers and institutions realize the existing draw backs in the sector and thereby 

find out appropriate solutions. The researcher will also, based on the findings of the 

research, suggest solution. 

• contribute to the little to no literature in the area. In addition, it will serve as a basis for 

further researches by the academia as well as by other researchers; 

1.5 Scope of the Study 

Many-sided activities are involved in the industry which may be broadly categorized into 

production, processing and marketing. The study is basically concerned with analyzing the legal 

regime regulating coffee trade in Ethiopia. Coffee trade is defined by the proclamation as acts of 

coffee collection, processing, and transaction 43 The study therefore deals with the legal frame 

work governing both coffee processing and coffee marketing with, of course, significant 

emphasis on the later one. In order to give comprehensive analysis on the subject, however, the 

study will also broadly discuss the institutional framework regulating coffee trade in the country. 

Moreover, this work is ma inly concerned with analysis into the law . But the writer intends to 

include some practices as far as necessary and to the extent possible. 

4l Coffee Quality Control and Marketing Proclamation, cited above at note 36, Art 2(22). Art 2(16) on the other 
hand defines coffee transaction as a lawful buying and selling of coffee among different categories of coffee 
traders 
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Furthermorc, the legal framework regulating the coffee industry has been in place since earl y 

1950s. The focus of this work is on the proclamation that was enacted in 2008 which repl aced 

the previous coffee legislations and its subs idiary laws and all other laws to which this legal 

regime makes reference. For the sake of showing the historical development and the present 

status of this lega l regime, however, a broad overview will be made on the legal and institutional 

framework that had been regulating the industry since 1950s. 

1.6 Methodology of the Study 

In the course of the study , the writer intends to employ two approaches. First, the writer will 

analyze the legal materials, past and present, to show the evolution and current status of the legal 

regime regulating coffee trade in Eth iopia. The researcher will also look into other published and 

unpublished I iteratures in the area. Thus, the coffee legislations and other laws that have to do 

with direct or indirect regulation of the area under consideration, books, journals, reports, 

statistical data, etc will be reviewed and cases will be analyzed. Secondly, first hand information 

obtained from the coffee traders, the ECX officials, officials from the regulatory institutions, 

stakeholders, etc secured in the form of interviews, personal observations and forma l and 

infonnal discuss ions from the stake holders will be used. The methodology that wi ll be 

employed, therefore , is an interpl ay of both primary and secondary sources. 

1.7 Limitation of the Study 

This work, as mentioned in section 1.5 above, is basically a research on the law governing coffee 

trade in Ethiopia. But the writer has included some practices to show the extent of enforcement 

of the law in general. This is not, however, fu lly reali zed due, at least, to two main reasons. 

First, the market participants are generall y not cooperative to give the writer full information. In 

this regard , the writer wants to make clear that, despite the relentless efforts made to interview 

many coffee traders, overwhelming majority of them were reluctant to cooperate. This has made 

the research limited in giving the correct picture of their feelings in respect to the present coffee 

trade regime. This doesn't mean, however, that the writer does not obtain any information from 
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these actors. In fact, some traders were wi lli ng to narrate the existing situat ion but with cond it ion 

that the ir name and their firm' s name is not di sclosed. As a result, the writer has cited these 

interv iewees as anonymous respondents. 

Bes ides, the writer obta ined much information by holding a kind of informal di scuss ions. This 

was done after many coffee traders failed to fill in some questiorrnaires prepared to assess the 

view of these traders concerning their view on different topics of the present coffee trade regime. 

In the writer's observation this is due tc1, firstl y, absence of well-built cu lture of transparency on 

the part of the traders and secondly, the recent license revocation measure taken by the 

government against some coffee traders has caused apprehension on these traders. 

Secondly, many persons in different law enforcement institutions are not will ing to give the 

wri ter sufficient information and/or documents necessary for analysis of the level of enforcement 

of the laws . The fact that some cases are still pending also has its own impact as the author is not 

ab le to get access to the cases. Yet, the writer believes that the cases analyzed and attached in 

this work can depict a broad picture about the state of affairs as they exist presently . 

1.8 Organization of the Paper 

The study is organized in to fi ve chapters. The first chapter deals with the introductory part of the 

study which covers the proposal of the study. The second chapter discusses the historical 

development of the coffee trade regime in Ethiopia. It vividly shows the picture of the legal and 

institutional frameworks across the three governments: the Imperial era, the Dergue era and the 

EPRDF-led goverrunent (1 991-2008). The third chapter analyzes the salient features of the legal 

reg ime regulating coffee trade that is in place in Ethiopia since August 2008. The fourth chapter 

is exclusively concerned with coffee trade in the Ethiopia Commodity Exchange, a new market 

institution to which the whole central coffee trade is shifted from the previous coffee auction 

centers. Finall y, conclusions are drawn from the legal and practical analyses made in different 

chapters of the paper and poss ible recommendations are forwarded based on the research 

findings. 

11 



r 

CHAPTER TWO 

LEGAL HISTORY OF COFFEE TRADE IN ETHIOPIA 

In the previous chapter. we have seen that the coffee industry has been playing unparalleled role 
in the national economy of Ethiopia. However, we have at the same time seen that the industry 
suffers from a number of limitations . Consequentl y. different and multifaceted reform measures 
have been taken since long time to improve il. These measures, broadly, relate to coffee 
production and productivity as well as coffee trade. The focus of thi s work is on the later one. 

In this process. many actors including the producers. processo rs. collectors. suppliers, brokers. 
wholesalers. retailers, warehousemen, finan cing institutions, consumers and regulators are 
in vo lved. This chapter will give a broad picture of the interaction among such different actors 
and the way the action and the interact ion o f same has been regulated verticall y across time 
before the present trade regime came into be ing. It in part icular examines the natu re and essential 
features of legal. institutional and policy environment regulating coffee trade in the country 
across three periods, i.e .. pre 1974 (during the imperi a l government), 1974- 1991 (during the 
Dergue regime) and 1991-2008 (the time before the present coffee legislations were enacted ). 

2.1. Coffee Trade during the Imperial Era 

Some argue that Ethiopia is the o ldest country to ex port coffee outside its border.
44 

Irrespective 
of the veracity of thi s statemen t. however. studi es show that. prior to I 920s, the bulk of 
Ethiopian coffee had been consumed locall,·4 ; From thi s time on. on the othe r hand. the volume 
of coffee export had been increas ing and the industry started to increasingly play unique ro le in 
the national economy of the country. 

At th is time. actors other than the farm ers and traders particularly broke rs emerged and started to 
play sign ifi cant role in the coffee econonw. The" lIsed 10 circul ate samples of "arious co ffees 
coming from differel1l areas in the ir handkerch iefs Ic' Ihe e,porte rs and domesfi c traders. As 

44 Ethiopia Commodity Exchange, cited above at no te 17, p. 4 
4~ Ibid 
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there was no adeq uate informati on avai lab le lor the farmers and local supp li ers and even the 
traders. the broke rs we re manipulati ng the system. As a result . hi gh leve l o f cost and arb itrariness 
remai ned to be characteri stic features of the then coffee trade which subjected the trading system 
particu larl y the farme rs and loca l suppliers to the mercy o f the brokers46 

In add ition. the countrv was not getting as much fo reign currency as it was producing. This was 
main ly due to constraint s re lated to the qual ity of the coffee as it cou ldn 't meet the international 
qual ity standards. In thi s respect, Eth iopian coffee had to face eit her of two interrel ated annoying 
circumstances: that a bulk of coffee didn ' t qual ify to be loaded on the ship and if it was shi pped. 
it could have been ' forcefu lly' unloaded at the 'consumers end ' li ke the one shipped to the US 
but dumped to a sea at the New York port in the earl y 1950s· 7 

2. 1. 1. The Legal Ellvironlllellt 

These above ment ioned dreadful ci rcumstances ' fo rced ' the government to fee l the situmi0n and 
take urgent measures . Accordingly, the fi rst measure was taken by passing a law \vhi ch proh ibits 
ex port ofuncieaned and ungraded coffee. By virtue of thi s leg islat ion. onl y CO i,cc certified to be 
cleaned and graded by dul ly licensed cleane r and grader could be des tined for ex port 4 8 Export or 
any attempt to export coffee not certi fied in accordance with th is law was pu ni shab le with two 
cum ulatil e penal ties : a fine of E$ 1.000 and confi scat ion of such coffee wh ich may be cleaned. 
graded and ex ported fo r the account of the government 4 9 

Th is proclamat ion empowered the Mi ni ster of Commerce and Ind ustry to come up with a 
regulatio n \\'hi ch sets down the detail speci fi cations of cleanliness and grade.;o The Minister was 
also empowered to issue license to those persons who qualif\" for the busi ness of cleaning and 
grading of coffee and revoke it wheneve r they certify coffee " 'hich does not meet the 

4o Ibid 

47 Gi rm a Et AI, Ci ted above at note 3, p. 11 
"A proclamation to Prohibit Ex port of Uncleaned and Ungraded Coffee, 1952, Art 3. Proclamation No. 12 1. Neg Gaz, year 11, No.5 . However, th at this same art icle of the proclamation allows export of coffee cleaned through traditional methods deve loped through expe rience. 
49 Id, Art 7 

so Id , Art 2(b) 
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specifications5 1 Accordingl y. the M ini ster promul ga ted a Lega l Notice known as the Co ffee 

Cleaning and Grading Regulati ons. 1952. Thi s regulation illlroduced important classi fi cations 

based on the origin,52 size,s3 shapes. and typeS; of the coffee56 It then required the li censed 

cleaners and graders to issue Export Certificate for the coffee which qualifi es for exportS7 and 

Domestic Certificate58 for the one destined fo r domestic consumption 59 

But the regulation was amended after few years by Legal Noti ce No. 196 of 1955. The reasons 

for the amendment include the following. Firs t. it encouraged the tradit ional way of c leaning and 

gradi ng due to the add iti onal costs in vo lved in the mechanical modern cleaning system : 

secondly. it didn ' t provide high-quality grading system to the satisfaction of the importers60 

In rect ifying such prob lems. the new regulati on rubbed out the three schedul es and substituted 

them by different type of classification. The grounds of classi fi cati on illlroduced by this 

regu lation . basically. are the percent of moi sture in the weight of the bean which should not 

exceed I 1.5%, the number of defects whi ch should not totall y exceed 100, the absence of mould 

and noxious fermentation and o ri gin of the co ffee wh ich designated to be " Harar." " Sidamo," 

"Jimma" or " Lekemti.,,61 In re lation to grade, the regulation introduced a new grading system 

which rates cleaned and graded coffee frol11 grade I to 5 based on the degree of defects invo lved 

51 Id, Art 4 

52 The Regulation designateed Harari, Arusi, Sidamo, Gim ma, Lekempti and Gore as the places where Ethiopian 

Coffee originates 

53 Size was determined based on 'th e number of th e standard screens on which coffee is retain ed.' 
54 Shape was determined based on the inspection made and was designated as either 'long berry,' 'medium berry' 

or 'pearl'. 
55 The type of the coffee was determined 'accord ing to the defects found in a 300 gram sa mple drawn from any of 

"the size and shape groups".' The defects are determined on the extent of existence an d number of things like 

white or black beans, cherry (djaffal),green (soft) beans. broken beans. red beans, empty cherry skin (big or 

small), pieces of earthy, wood and/ or stone. 

so Coffee Cleaning and Grading Reg ula ti ons. 1952. Art 2 cum Schedu le A. Legal Notice No 161. Neg Gal. year 11 , 

NO. 7 
57 Id . Art 3 cu m Schedu le B 
58 Id, Art 3 cum Schedule C 
S9 It should be not ed, however, th at the regulation do es not clearly provid e the bench mark based on which th e 

coffee's fate is determined eit her for export or domestic con su mpt ion. 

60 Tsegaye Workayehu, Prospects for Commodity Exchange Reg ulation in Ethiop ia, (Oct. 2008, Unpublished, l2W 

Library, AAU). pp.44 -45 
" Coffee Clea ning and Grading regul ations (Amendment) 19S4. 1955. Schedule A. Legal Noti ce no. 196, Neg Gal , 

year 14, NO.8 . 
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in the co ffee. "" But thi s regulation d id not still categor ize what son o r coffee is desti ned for 
ex po rt and which one for domestic consumption . 

2.i.2. r it e illstitutiollal Ellvironment 

One o f the bo ld measures taken durin g thi s period of time is the estab li shment of the Nati ona l 
Co ffee Board. Before thi s board came into ex istence. two institutions were vested wi th different 
aspects o f the coffee industry. The Ministry of Commerce and I ndustr), was, as mentioned above, 
vested with e nforcement of the law relating to the coffee quality and li censing persons involved 
in such and trading activities. The Mini stry of Agriculture also had a di vision which was 
exc lusive ly concerned with coffee since 1940 's though it s ro le was mainly concern ed with 
ex tension services. However, there was lack of coordination between these two institutions. On 
top of that. there was confusion as to the respecti ve ro les o f these institutio ns6 3 The 
estab li shment of the National Coffee Board on which a ll powers and res ponsibiliti es which 
previous ly ,,'ere exercised by both institutions vested was an attem pt to so lve such problems 64 

The Board " 3' ,q abli shed by Dec ree No 28/ 1957. The boa rd was e ntrusted with wide-range of 
duties and re sponsibil iti es . These include enforcin g the Coffee Proc lamation of 1952 and other 
subsidiary legislat ions; revlewmg all legislations dea ling with coffee and making 
recommendati ons concerning the way they should be strengthened : consu lting stakeholders on 
what legislative and admini strati ve measures shou ld be in place to improve Ethiopian coffee: 
co ll ecting and pub lishing market in fo rmation and sta ti s ti cs re lating to coffee trade ; encouraging 

61 The number o f defects and the grad es were as foll owing: Grade 1 (0-3 defects!. Grade 2 (4-12 defects!. Grade 3 (13-25 defects!. Grade 4 (26-45 defect s!. and Grade 5 (46-100 defects ). A coffee with more tha n 100 defects is considered , by th is regu lation, as unclean. Note, however, tha t the 1956 Regulation w hich am ended th is law extended th e grade up to grade 7. Accordingly, coffee with 100-153 an d 154 -340 defects is ra ted as Grade 6 and Grade 7, respectively. If the number of defects exceeds 340 (as compared to 100 in the former one), however, it is classi fied as 'Unclean'. See Coffee Cleaning and Grading Regulations (Amendmen t) 1956, 1955, Art 2, Legal Notice No. 198, Year 14, NO. 3. Legal notice No. 219 of 1959 wh ich further amend ed the regulatio n described grades 1 to 5 as Usual Good Quali ty and further included grade 8 for coffee with over 340 defects and described it as Sub-standard grade). See Regu lations issued pursuant to Coffee (Cleaning and Grad ing) Proclamation, 1959, Schedule A. Legal Notice 219, Neg Gal, year 18, No.5. 
63 Glrma ET AL , ci ted above at note 3, p. 11 
" Ibid 
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production and marketi ng o f' co fTee by cooperati ves; recom mending taxes to be imposed on 
coffee6s 

[n order to effectively di scharge sllch duties and responsibil ities, the Board was given with broad 
powers66 To mention some. the board was empo wered to exercise all powers of the Ministry of 
Commerce and Industry as provided by the Coffee (Cleaning and Grading) Proc lamation of 1952 
and other subsidiary laws short of power of making regulations 67 It was a lso empowered to 
construct, operate or lease warehollses . coffee processing and cleaning plants, market places and 
compounds, experimental and resea rch stations, etc and undet1ake research on such and similar 
activit ies. Finally. the proclamation enabled the board to establi sh a Coffee Exchange in Addi s 
Ababa68 

The law which estab" shed the Board also empowered the Minister of Commerce and Industry to 
issue regu lation which le , 'ies tax on coffee dest ined for export for the first time69 Evasion or an 
attempt to evade tax was made an offence punishab le wit h a fine not exceeding three times the 

6S A Decree to Make Provision for th e Establ ishment of a National Coffee Boa rd, 1957, Art 3(a) to (g), Decree No. 28, Neg G01, Year 16, NO.4. Th is legi sla tion was readopted by a parliament in 1961 with slight amendments and renumbered as Proclamat ion No. 178/ 1%1. See The National Coffee Board Proclamation, 1961, Art 2, 
Proclamation No. 178, Neg Gaz, Year 21, No.1 

'" Id, Art 4(a) to (h) 
67 Legal Notice 218/ 1959 gave effect to this provision. This regulation empowers the Board to issue license to coffee traders except for retailers who buy coffee from licensed coffee dealers or growers as provided in Art V. It also sets down the types of li cen ses the Boa rd may issue which include "Co ffee Dealers "A" License" (for coffee export license), "Coffee Deal ers "8" License" (For Domest ic traders), "Pulping station "(" License" (for those who engage in Pul ping and drying), "Drying Station "0" License" (for those who operate a drying station) and "Cleaner and Grader "E" License" ( for those who engage in the bu si ness of cleaning and grad ing). See Regulations issued Pursuant to Nati ona l Coffee Board Decree 1957, 1959, Art VI, Legal Notice No. 218, Neg Gaz, year 18, No.5. "Warehouseman's "F" License," and "Vehicle's "G" Licen se" were also includ ed by Legal notice No. 324/ 1966. Fi nally, these license categor ies were deleted and substi tute by th e fo ll owing descriptions by th e different Legislations that came in 1973 : License to Trade Co ffee with in the Country. License to Wet Process Coffee, License to Store Coffee. License to Transport Coffee, License to Clean and Grade Coffee, and license to Export and Trade in Coffee. 
68 The proclamation does not define Coffee Exchange This gap was filled by the 1973 National Coffee Board Proclamation which defines it as "a place where those persons licensed by the Board may meet to participate in the pu rchase and sale of coffee under th e supervision of the Board." See Art 3(9) of Proclamation No. 310/ 

1973, cited below at note 74 
" Id, Art 5 
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amount of th e tax or up to six mo nths impri sonment 70 Based on thi s provIsion. th e M ini ster 

passed a regula tion which im posed tax at the ra te o r E$ I per qu inta l7 1 

Moreover. th is law authori zed the Board to engage in co ffee trade under exceptional 

c ircumstances fo r a year with the approva l of the Council of Min isters to be publ ished on the 

Negarit Gazetan This power included buying, c leaning, decort icat ing, processing, storing and 

ex port ing coffee and lending money against ware house rece ipts73 In giving effect to this arti cle, 

the Council of Ministers approved that there were excepti ona l c ircumstances in 1966 that gave 

green light to the Board to engage in coffee trade 7
' Thi s regul ati on doesn't , howe ver, state the 

exceptiona l circumstances that cal l for the Board' s part icipatio n in coffee trade. 

The Coffee Certifi cates of O ri gin Regulations which was iss ued by the Mi nister of Commerce 

and Industrv by Lega l Notice No. 308/ 1965 assigned the Board another role in the coffee trade. 

Th is regulat ion introduced cert i fi cati on o f coffee based on its orig in. Accordingly. all coffee 

gro wn in Ethiopia and destined for ex port qual ifi ed fo r a Cert ifi cate ofOri gin 75 and Certificate of 

Re-ex port was to be issued for a ll coffee imported to Ethiopia and destined for re-ex port as per 

Art 5. Art 7 on the other hand empowered the Board or any o ther agency delegated by it to issue 

both certi fi cates for that purpo se. 

In 1969, an occupationa l assoc iati on ca ll ed the Ethiopian Coffee Ex porters' Association was 

establ ished. Some o f the obj ecti ves of this assoc iat ion include: un iting coffee exporters . fos te ri ng 

the quali ty of Ethiopian co ffee, promot ing Et hiopian coffee loca lly as well as international ly. 

70 Id, Art 5(2) cum Art 9 

71 The National Coffee Boa rd Decree 1958 Regula tion s, 1958, Art 3, Legal No tice No. 217, Neg GOl, year 17, No 10 
Th is rate was continuously revised across time unt il sweeping amendment of the coffee legislations took place i'1 

1973. Bu t t he E$3 per quintal (per bag which contains 60 Kgs of coffee in Procl. No. 310/ 1973) remained the 

upper limit. 

72 The National Coffee Boa rd Proclamati on, cited above at note 65, Art 7 
7l Id , Art 7(a) to (b) 
14 Regulation s Issued Pursuan t to the National Coffee Board Proclamation s, 1961, 1966, Art 2, Lega l Notice 323, 

Neg GOl, year 26th, NO . 4 . Note that th is regulation was issued pursuant to Proclama tion No. 178 / 1961 which 

adopted the 1957 National Coffee Board Dec ree with slight amendm ents. 

" Coffee Certificates of Origin Regu lations, 1965, Art 4, Legal Notice No. 308, Neg GOl , yea r 25, No. 1 
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helping the establi shment of coffee exchange centers, standard izing the trading syste m.'" Th is 

association togethe r wi th th e Board estab li shed "Coffee Auction Centers." wh ich effective ly 

served as centers of in fo rmation and coffee transacti ons. Befo re thi s system was in place, coffee 

transaction was conducted tlu'o ugh brokers. Someti mes. the produce rs had to spend days to 

locate buyers and the\' often used to se ll their coffee at the pri ce the buye rs offered to 77 

The abovementioned laws unde rtook succeSSive amendments at different times. In 1973, 

however. the government approached the amendmen t in a hol isti c manner and came up wi th 

comprehensive legislat ions that repea led many of the laws includi ng the 1952 Co ffee (C leaning 

and Grad ing) Procl amat ion and the 1961 National Coffee Board proc lamatio n and their 

subsequent amendments. 78 

The Board was re-establi shed as an autonomous pub lic authorit / 9 \I 'ith two principal purposes 

of improving the qua li ty of coffee produced in Ethiop ia and max imizat ion of coffee for export 8 0 

It was given "a ll powers necessary for the attainment of its purposes."SI In addit ion to the powers 

and responsibiliti es given to it by the fo rmer laws. the Board was furthe r gra nted with powers to 

deve lop and enfo rce pol icies and programs,82 represent the government in relat ion to matters 

coming with in its j uri sdiction: S
) and establish branch offi ces loca ll y and int ernat ionall y8'1 

[n addition . it was the primary organ to contro l and direct the producti on. harvesting. processing. 

possess ion. sto rage. movement. transportation, purchase. sale. and export of coffee. By virtue of 

this, the board had po\\"ers to fix and contro l the price of coffee destined ' both for ex port and 

domesti c consumption: estab lish and superv ise coffee exchange in whi ch coffee is traded by 

public auction: prov ide arb itrat ion fo rum to solve d isputes aris ing from coffee ma rk eti ng: 

al locate ex port quota among exporters: fix . impose and co llect tax on coffee grown in and 

76 Girma ET AL, Cited at note no . 3, pp . 424-425 
77 Id, p. l3 

" Nat ional Co ffee Board Proclamation, 1973, Art 2, Proclamation No. 310, Neg Gal , year 32, No. 12 
79 National Coffee Board Re-establish men t Order, 1973, Art 2, Order No. 84, Neg Gal, year 32 , No 12 
80 Id, Art 3 11)-(2) 
8 1 Id Art 411) 

B1 Id, Art 412 ) Ig) 

" Id, Art 412)(h) 
" Id, Art 412) If) 
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exported from Ethiopia which may not excced E $ J pe r bag: enter into international ob li gat ions 

relating to coffee representing the country8 < 

The power to issue regulations on the other hand was still given to the Minister of Commerce. 

Industry and Tourism 86 By virtue of this power. the Mi ni ster issued three important legislations. 

These are: the Coffee Board ReguiationsS7 Coffee Cleaning and Grading88 and Coffee Expon 

Regulations89 These legislations empower the Board to. among other things, issue license and 

renew, modify. or revoke it. 

The Board generally was empowered to supervise the overall enforcement of the laws relating to 

coffee. Nonetheless, the Oergue Government caille to power soon after these laws were enacted. 

Yet, the Board's contribution to the coffee industry in those days can be assessed in light of the 

previous legislations. In this regard·. the es tabli shment of branches in the coffee growing areas 

which in turn promoted production of qualitv coffee by working closely with the farmers, traders 

and ex porters. the beginning of was hed coffee, continuously updating the stakeholders with 

information about the changes in the world coffee market by representing the country in the 

International Coffee Organization (lCO) and participating in international meetings, etc cou ld be 

mentioned among the most notable success stories attributable to the Board 90 Generally. 

however, "the entire exercise of the creating the Board put the coffee industry on a right footing 

as aimed. It rendered Ethiopian coffee to be competitive on the world market. ,,91 

2.2. Coffee Trade during the Dergue Regime 

In 1974. the Provisional Military Ad mini strative Council (PMAC) or Dergue (for Committee) 

se ized power by deposing the imperial go \·e rnmenl. And it held that the feudo-bourgeo is reg ime 

of Emperor I-Iail ese lass ie and it s pro-capitalist and pro-feudal policies is responsible for the 

85 National Coffee Board Proclamat io n, 1973. cited above at note 78, Art 4 (I) cum (2) 
86 ld, Art 8 

87 Coffee Board Regulations, 1973, Legal Notice No. 441, Neg. Gaz, Year 32, No. 30 

88 Coffee Cleaning and Grading Regula ti ons, 1973. legal Noti ce No. 442, Neg. Gaz, Year 32, No. 30 

89 Coffee Export Regulati ons, 1973, Lega l Not ice No. 44 3, Neg Gaz, Year 32, No. 30 

90 Girma, cited above at note 3, p. 12 
91 Ibid 
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stagnant economic performance and. genera ll y. the backwardness o f the co untry."2 As a result. it 

red irected the overall deve lopment polic ies a long the soc iali st line which was be lieved to rescue 

the country out of the persisting socio-econom ic quagmire. Thus. it came up with Economic 

Po licy of Socia li st Eth iopia in February 1975 wh ich made the s tate as a main actor In 

development a llowin g it to in vo lve in everv aspect of the soc io-economic life of the country. 

In respec t to the co ffee indust'"'·. va ri ous measures we re take n to increasi ngly soc ial ize the sector 

including coffee trade. The gove rnment started such its ro le by amendi ng the 1973 Nat ional 

Coffee Board Proclamati on in such a way as it enab les the Board to process, possess, store. 

transport, purchase. se ll and export coffee9J This amendment didn ' t, in fact, make much 

difference in the rol e of the Board as that was " what the Board was do ing in its earl y days, with 

some degree of limi ta ti on thou gh.·,94 It m ight have been. howeve r. done to g i\ 'e due emphasis to 

the extensive rol es of the Board in the industry. 

After few years. however. a new legislation wh ich repealed this law as well as other coffee laws 

was enacted. Th is la w abol ished the Coffee Board and . on it s place . establi shed a new institution 

called "Coffee and Tea Deve lopment and Mark etin g Autho ri ty." an autonomous public body 

having its own perso nality '"; The reason fo r establishing the authorit y " 'as to enable the 

government to active l\' involve on the production and trade o f coffee 96 Establi shed with the 

principal purposes of maximizing the production , qual ity, industrial process ing and export of 

coffee.97 all of the powers and duti es of the Board were trans ferred to thi s A ut hority98 

91 See, Befekad u Degfe and Berhanu Nega (ed. ), Annual Report on the Ethiopian Economy, (1999/2000,The 
Ethi opian Economic Associa t ion), Vol.l , p. 2 

9l Nat ional Coffee Boa rd (Am endment ) Procla mation, 1975, Art 2, Proclam ation No. 57, Neg Gal, year 35, NO. 6 

" Til ahu n Tes home, Institutional and Leg al.Framework of Gro in and Coffee M arketing in Ethiopia, (2003, draft 

Report , IFPRI/IFAD Project on "Getting Markets Righ t" in Eth iopia), p. 11 
9S A Proclam ation to Provide fo r the Es tabl ishm ent of Coffee and Tea Develop m en t and Market in g Au thoritY,1978, 

Ar t 4, Proclama t ion No. 134, Neg GOl, Year 37, NO. 4. 

96 Id. Preamble 

97 Id, Art 6 

98 Id, art 19. Note that Art 7 of th is proclama tion adopted almost literally all the powers and responsibili ties of the 

Coffee Boa rd provided by Art 4 of Order No. 84/197 3 and Art 4 of Procl amation No 310/ 1973. 
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Unlike the prevIous laws which glvc it to the Minister of Commerce and Industry. thi s 

proclamation empowers the Mini ster of Ag ri culture and Settl ement to issue regulations 

necessary to implement the proclamation as provided in Art 20. In addition. the Minister was 

empowered to establi sh co ffee market ing corporations99 In thi s regard , the Authority was given 

power to direct and control the activiti es of these institutions. loo This in turn transform ed the ro le 

of the institution from more of regul atory organ to active participant in the coffee trade. 

As per the power entrusted to him bv the proclamation, the Minister issued regul ations which 

estab li shed the Ethiopian Coffee Marketing Corporation. It was a public enterpri se estab li shed 

with a broad goal of strengthening and deve loping Ethiopia's coffee market and to participate in 

the market in such capaci ty as purchas ing. storing. process ing. transporti ng, sell ing and exporting 

of coffee "i n a manner which guarantees nati ona l interests."l ol .A.s per Art 6. it was estab li shed 

wi th a pri ncipal office in Addi s Ababa and possible branch offices in other areas in Ethiopia and 

abroad. Art 7 of the regulation li sts out the specific powers and duties of the corporation which 

include, but not limited to. lendi ng money to coffee growers assoc iations. giving coffee 

process ing services by charging fees. estab li shing adequate facilities fo r the process ing and 

marketing of coffee and collecting relevant market information and stati st ics re lating to co ffee 

trade and submitting to the Coffee and Tea Development and Marketing Authority. 

Finally. the regulation requires the ."I uthorit,· to direct the corporat ion in accordance with the 

government' s polic ies; promote its object ives and assist it in obtaining governmental support. IOc 

The strong supports which it recei, 'ed from government then enabled the corporation to dominate 

coffee re lated transac tions by es tablishing 55 purchasing stations10l It was engaged in 

process ing. storing. purchasing. sellin g and e:xporting of coffee. Genera ll y. it took abou t 80% of 

the coffee market in general and 90% of coffee e:\port in particular 104 The remain ing 20% and 

10% of the general coffee market and co llee e\port respect ive lv were shared bv the coffee 

" See Art 7( 1) 
100 Ibid 

101 Ethiopian Coffee Marketing Corporation Establishment Regulations, 1978, Art 5, Legal Notice No. 59, Neg Gal, 

year 37, No.5 
102 Id, Art 10 

103 Tsegaye Workayehu, ci ted above at note 60, p. 49 

I" Id, pp . 48-49 
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I 
cooperati ves and the pri vate sector. I05 It. and to a lesser e\ tent the cooperatives al so had 
monopoly over washed coffee. These circumstances , conseq uentl y. limited the partic ipation of 
the private sec tor in the coffee economy to negligible share . 

The life of the Coffee and Tea Development Authorit y was. however. shortened by Procl amation 
No. 1791 1980 . Thi s proc lamation transformed the author it y into mi nistry with some add itional 
powers and responsibiliti es. lo6 The Min ister of Coffee and Tea Deve lopment was empowered to, 
among others. issue, suspend or revoke license of coffee traders . ex porters. importers, and trade 
auxi li a ries : establi sh and supervise organi zati ons which produce, purchase, clean, store, export, 
import coffee; fi x price of coffee fo r export as well as , up on app roval of the go\e rnment, for 
domes ti c consumption: contro l coffee movement using a ll means such as by establi shing control 

. I 107 stations IV lere necessary. 

Another "draco nic" law was issued in 1984, the Coffee Trade Proclamati on. The proclamation 
was triggered by, the need to max imize the benefit s the country gets from it. And that is secured 
by. the preamble states. proper regulation of the movement. storage, c leani ng. sal e and purchase 
o f the commod ity as we ll as c learl y defining the ri ght s and duties of the participants in the 
transaction of same. Thi s proc lamati on repealed a ll laws relating to coffee except Regulat ions 
No. 471 1976 (The Cess on Coffee Export). Regu lations No. 5911978 (Coffee Marketing 
Corporat ion Establishing Regulation) and Arts I, 2. 12. 15. and 18 of the Coffee Board 
Regulati ons (Reg. No. 44111973).1 08 

Under thi s proc lamatio n. coffee trade was de fined broad ly as to include coffee clean ing. 
co ll ec tion. suppl y. roasting, who lesa ling. re tailing or ac ting as corlCe trade aux iliary.l o9 By virtue 
of Art 4( I) of thi s proc lamat ion. no person may e ngage in coffee trade " 'ith out license to be 

105 Petit, Cited at note 16, p. 247 
106 Defini tion of Powers and Responsibiliti es of Mini sters Am endment Proclamatio n, 1980, Art 2 (20), Proclamation No. 179, Neg Gaz, year 39, No.8 
''' Id, Art 2(20) (1) to (2 1) 
IDS Coffee Trad e Proclamation , 1984, Art 2, Procl ama tion No . 263. Ne g Goz, year 4 3, No 14 
:09 Id , Art 3(3). Coffee Trad e Auxiliary is defined as a "person engaged in th e business of purchase and sale of coffee on behalf of a foreign coffee buyer" as provid ed in Art 3(4) 
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issued by the Ministry of Coffee and Tea Developmen t. Sub Art 2 also proh ibits engaging in 

transportation or storage of coffee with out authori zation from the Mini stry, Once issued. such 

license may be suspended and/or exceptionally revoked by the Mi nistry for the followi ng 

reasons: 110 failure to handle coffee in the prescribed manner; transportation of coffee with out 

authorization; storage of coffee in a place other than registered prem ises; se lling coffee in 

contravention to the terms provided in the license; cleaning or grad ing below the Ethiopian 

standard; failure to submit information req uired by the Ministry: and fa ilure to compl y with 

regulat ions or written directi ves of the Ministry, 

Art 10 (2) also empowered the Min ist ry to suspend or revoke a li cense to implemen t a 

government pol icy. Any person aggrieved of the decision of suspension or revocation of his 

license was allowed to appea l to the Minister of the same Ministry and his decision was fina!. 111 

Part []I of the proclamat ion is dc\'o tcd to prescr ibing the obl igat ions of coffee traders, Three 

basic ob ligations that are common to all coffee traders were provided in AI1 13, These are 

obligations to buy or se ll coffee at the pri ce fi xed and at the area designated by the Mini stry; 

register the premi ses where coffee is stored wi th the Ministry and to store only in such premi ses; 

and submit information re lati ng to their business to the Ministry period icall\ ' or when required, 

In addition. the proclamation provides obligat ions in respect to different types of traders , 

Accord ingl y. coffee co ll ec tors \\'ere required to sell their coffee to coffee suppli ers or to 

appropriate government body with in the time fixed by the Ministry .112 Likewise. coffee 

suppliers were ob li ged to sell the ir coffee to exporters at a des ignated auct ion hall or to 

appropriate government argani zation .11.1 Simi larl y. stri ngent obl iga ti ons were provided In 

relat ion to ex porters. Accardingh'. the\' \\ere required to buy coffee from des ignated auction hall 

and at a price fixed by the Min istry, Add itional ly. it was mandatory fo r them to process and 

export coffee where it meets the required ex port standard and register the sale contrac t \\'ith in 

110 Id, Art lO(l } 

!l1 ld,Artll 
112 Id, Art 14 

113 td , Art 15 
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the Min istr\: and if it does not meet the standard, to sell it to appropriate government body at the 

price fixed by the Mini stry.11 4 The Ministry was also empowered to determine export price. I IS 

Similar rul es worked for wholesalers, retailers and coffee roasters. So, wholesalers and coffee 

roasters we re required to buy their coffee only from government bodies as per Art 17 and 19 

respecti vel y. Further, wh ile wholesalers were obli ged to se ll only to retailers ass igned to them by 

the Min istn', the later were required to buy from the former or government organs assigned to 

them and sell to consumers as prescribed by the Ministry.1 16 Art 21 further empowered the 

Mini stry to determine the local iti es and the conditions under wh ich coffee trade in general as 

we ll as each type of trade may be carried out. 

2.3. Coffee Trade from 1991 to 2008 

In 1991 , the Dergue government had to face the same fate as that of the imperial regime in 1974-

it was overthrown by the Ethiopian Peoples Revo lutionary Democrati c Front (EPRDF). In the 

aftermath of the end of the Dergue. a transit ional govern ment called Transitional Goverrunent of 

Ethiop ia (TGE) was establi shed which formulated a po licy called "Ethiopia 's Economic Policy 

dur ing the Tra nsitional Period." The document slates. among other things, the following: "in the 

past. state control over the economy was the majo r cause of economic decline. Therefore, in 

order to embark upon economic recovery, it is essent ial to change the role of the state." II ? The 

poli c\' thus lil11 its the role of the state in the economy to formulatin g policies and strategies. 

promulgati ng laws and regulations that promote economic development: investi ng in areas of 

essential importance where the pri vate sector does not show interest; enhancing infrastructures, 

research and development and capac ity buil ding: sti mulating the private sector: and regulating 

ma rk et fa il ure. I 18 

11<: ld, art 16 

11; Id, Ar t 24 (1) 
116 ld , ArtS 17 to 18 

!!1 The Transitiona l Government of Ethi opia, Ethiopia's Economic Policy during the Transitio nal Period (an Officio I 
Trans/orion), (1991" Addis Ababa), Section 1.1 

'IS Id, Sect ions 1.1.1 t o 1.1.S 
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The TGE. in th is li ght. adopted a market-led economy. This poli cy fu rt her sti pulates that such 

policy "would be ope n to cont inuity during the post-transition period with onl y mi no r 

adjustments,·,19 which is also reaffi rmed in the po licy handbook of the FDRE.' 20 In line with 

this, the government was tak ing a number of liberali zat ion measures. It also adopted an overall 

development strategy known as Agricultural Development-Led Indust ri ali zat ion (A DLI ) which 

makes agri culture as the engi ne of growth and development. The diffe rent sectoral pol icy 

documents further state that ADLI best achieves the objectives of market-ori ented 

economy.'2I This being the genera l policy framework. whether the government made a break to a 

level it promiseci in the policy in relat ion to coffee trade is a point ofscrutinl ' of thi s section. 

The fi rst thing the TGE did in relation to coffee was amending the Coffee Trade Proc lamation of 

1984 . The amendment, however, relates only to coffee trade issuance and renewal fees. ' 22 By 

lim it ing itse lf to the schedule of license issuance and rene\Val fees. the proclamation allowed the 

continuation of the previous rigorous laws relati ng to price. market place and the role of the state 

including that of the regul atory organ in the coffee market. In fac t. the li censing and renewal fee 

has its own impact as expensive fees have the effect of reducing market part icipants. 12l The 

licensing and renewal fees introduced by proclamat ion 2631 84 were not only high but also 

excess ive. The li cense issuance fee fo r coffee exp0l1 and coffee supply. fo r instance. was 20.000 

and 10.000 respectively. " .1 The amended law reduced thi s to 200 and 150 respectively."; 

In the same yea r. many regulations which increased the number of state enterprises operating in 

the coffee secto r \\'ere issued. Accordingly, the former Coffee Marketing Corpora tion was spl it 

up into two ente rpri ses. namely. the Eth iopian Coffee Purchase and Sale Enterp rise and the 

Eth iopian Coffee Export En terpri se. The form er was establ ished with main object ives of 

119 Id, Introductory Part, p. 16 

120 FORE , The Policy Handbook 0/ the Federal Democratic Republic of Ethiop ia (2005, M ini stry of Foreign Affairs, 

Addis Ababa). vol. I p 78 
121 See, for instance. Rural Development Policy Handbook which states that AOL1 facilitates the achievement of 

strong market ba sed economy. Rural Development Policies, Strategies and Programs (Amharic Version), (Hidar 
1994 E. C, M inistry of Information, Add i's Ababa), p. 21 

111 Coffee Trade (Amendment) Proclama tion, 1993, Art 2, Proclamation No 70, Neg Gal, yea r 52, No. 63 
l B Petit, cited above at note 16, p. 247 

12 .! Coffee Trade Proclamation, cited above at note 108, Schedule I 

125 Coffee Trade (Amendment) Proclama tion, cited above at not e 122, Schedule I 
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/ 
purchasing and transpol1ing of coffee and se lling sa me in the auction centers: stab ili zing internal 
coffee market ; and expanding hull stations. I'6 The objectives or the Eth iopian Co ffee Expon 
Enterpri se on the other hand incl ude buying coffee from the auction centers; processingl27and 

. 128 exponlng same. 

Two other enterpri ses operating in the coffee sector were establ ished in the same year. The first 
was Coffee Technology Development and En gineering Enterprise whi ch was concerned with the 
construction. importation, di stributi on. repair. etc of coffee pulping and drying machines and 
other agri cultural devises. 129 The second one "'as the Coffee Plantation Development Enterpri se 
with its object ive of coffee production and managing some state coffee farms. 130 The Regulation 
further repealed the Coffee Plantation Development Corporation which was establi shed by Legal 
Notice 8411984 and trans fe lTed its ri ghts and obi igati ons to the new enterprise III Another 
enterpri se ca lled Coffee Processing and Warehouse Ente rpri se was added in 1994 by vi rtue of 
Regulations No 18411994. It was establ ished to render coffee process ing and warehousing 
services as provided in Art 5 of the regulation. 

Al l these enterpri ses were established with limited li ability.'" Moreover, they were established 
for indefinite ti me and were empowered to carry out any acti vity necessary for the realization of 
their respecti ve objecti ves . IJ3 Examined from the promises stipulated by the po li cy, one can 
easily see that there was not as such significant break up from the legacy of strong state 
intervcntion in the coffee industr\' includi ng the coffee market. The sphere of participation of the 
state was even increased through the differen t and all-around public enterpri ses mushroomed In 
those days irrespective of their share in the market. 

12 6 Coffee Purchase and Sale En terprise Establishment Council of Min is ters Regulations, 1993, Art 5, Regulations 
No. 127. Neg Gal. year 53, No.8 

127 1t was also empowered to process and store coffee for others. See Ethiopian Coffee Export Enterprise 
Establishment Council of Mini st ers Regulations, 1993, Art 5(41, Regulations No. 128, Neg GOl. year 53. NO.9 

128 Id, Art 5 

129 Coffee Technology Developmen t and Engineering Enterpri se Establi shment Council of Ministers Regulations, 
1993, Art 5. Regulations No. ISO, Neg Gal , year 53, No. 31 

D C Coffee Plantation Development Enterprise Establishm ent Council of M inisters Regulations, 1993 , Art 5, 
Regulations No. lSI, Neg Gal, year 53, No. 32 

:31 Id, Arts 9 to 10 
:3: See Art 7 of the respective Regulat ions 
: 33 See Art 8 and the last provision of Art 5 of the respective Regula tions 
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Anot her remarkable developme nt that took place in thi s pe ri od was the estab li shmen t of new 

institution cal led the "Coffee and Tea Authority" (here in afte r the "Authority") an autono mous 

public instit uti on. This instit ution replaced the former Ministry of State Farms, Coffee and Tea 

Development 134 "in a bid to further deregulate the production and mark eting of coffee."m In 

rel at ion to coffee. the objectives of the Authority include enhancing the production and quali ty of 

coffee: promoting coffee trade and encourag ing process ing of coffee and controlling its 

I" 116 qua Ity . . 

To such end. a number of powers and duties were given to the aut horit y. In fact. man" of them 

were similar to that o f its predecessors. In respect to coffee trade , the main ones were: 1)7 

formulation of po li c ies and strategies: issuing directives re lating to coffee trade license, and 

licens ing coffee exporters. importers and trade auxi li aries : issuing co ffee ex port and import 

certifi cate: contro lling coffee trade acti viti es. promoting and expanding coffee market in forei gn 

countries. information dissemination . issuing di recti ves concerning quality control of expo rt 

coffee and supervise their implementation; 1)8 enforcing obl igations aris ing out of treaties to 

which Ethiop ia is a party. ass isti ng .regional age ncies dealing with coffee and other powers and 

duties necessary fo r the ach ievement of its objectives. Art 14 of the proclamat ion also trans ferred 

the ri ghts and obligations of the Ministry of State Farms. Coffee and Tea Development to the 

Authority. 

In 1998. va n ous laws deal ing with tax and dut ies on coffee " 'e re consolidated into a single 

proc lamat ion. Ta;; on Coffee Ex ported from Ethiopia Proclamati on. The proclamatio n opted 

\34 Coffee and Tea Authority Establishment proclamation ,199S, Art 3, Proclamation No. 116, Neg Gal, year 54, No. 

15. The Mini st ry of State Farms, Coffee and Tea was established by merging the previous Ministry of State 
Fa rms and Ministry of Coffee and Tea Development by the Definition of Powers and Duti es of the Central and 
Regional Executive Organs of the Transitional Government of Ethiopia Proclamation. See Definition of Powers 
and Duties of the Centra l and Regional Executive Organs of the Transitional Government of Ethiopia 

Proclamalion,1993. Art 3(1). Proclamation No. 41, Neg Goz, Year 52, No. 26 

13S Tilahun, cited above at not e 94, p. 14 

136 Coffee and Tea Authority Establishment proclamation, Ci ted above at note 134, Art 4 

137 Id, Art 5 

136 The Ethiopian Coffee Exporters Association was also exercising quality control activi ties with, in fact, app roval of 

the Authority. See Tilahun , cited above at note 94, p. 14 
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FOB as basis for computation of the ta,.I J~ Accord ingly. it imposed tax at the rate of 6.5% of the 

FOB price. 140 The Customs A uthority was empowered to co ll ect such tax by virtue of Art 5. Art 

9( 1) required any person or o rganizati on to cooperate with the Customs Authority. The Nati onal 

Bank of Ethiopia in particular was required to suppl y information including the sales date of the 

coffee , contract number. the name and address of the ex porter. the quantity and price of the 

coffee.14I Lastly, the proclamatio n repealed previous coffee related tax laws including 

Transaction Tax Proclamation No. 205/ 1963 , the third schedu le (export duti es) attached to the 

Customs Tariffs Regulations No. 4211 976, Coffee Surtax Regul ations No. 28011 964 and Cess on 

Coffee Exported from Ethiopia Regulations No. 47/ 1976. 

2002 was the time when another important even t re latin g to coffee occurred. Proclamation 1871 

2002 amended the previous tax proclamations on export coffee making the 0.5% of FOB va lue 

tax zero. 142 Thi s was done in response to the then low price persisting at the international coffee 

market. 143 The proclamation further changed the role of the Council of Ministers. Art 3 

empowered it to re-I evy tax up on approva l of the House of Peoples Representatives provided the 

quantity of co ffee and its pri ce in the international market is improved. 

r .on'° nl ly, the sector in the 199 1-2008 peri od had been graduall y liberali zed. The restrictions 

imposed on the private sector \ ere reduced . To mention some. it did awa y with the previous 

quota system. 144 The Eth iopian Coffee Purchase and Sales and the Ethiopian Co ffee Ex port 

Enterprise we re brought to an end allowing the pri vate sector to increas ingly engage in the coffee 

139 Tax on Coffee Exported from Ethiopia Proclamation, 1998, Art 3, Proclamation No. 99, Fed Neg Gaz, 4 th year No . 

18. Art 2(1) of the proclamation defines FOB (Free On Board) as "sell ing price of coffee quoted at the port of 

loading, agreed between the coffee export and his customer and approved by the Nat ional Bank of Ethio pia, 

from which freight and insurance costs are excluded. " 

140 Id , Art 4. Art 8, however, provided that the Council of Ministers may amend this rate depending on the 

fluctuations in the quantity and price of the coffee exported. 

1" Id, Art 9(2) 

142 Tax on Coffee Exported from Ethiopia (Amendment), 2002, Art 2, Proclamation No. 287 , Fed Neg GAz, 8thYear 

No. 35 
14 3 Petit, cited above at note 16, p. 248 

144 Id, p. 247. During the Dergue period, private participants were not allowed to participate in the coffee trade 

before the quota allocated to the Coffee Marketing Corporation was met. 
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market including in washed coffee. '45 Doing away with the pricc fi xation. on the other hand. 

took long time. Until 2002, the time when it was discarded. the gove rn ment used to fix price 

through a committee called Coffee Price Differential Setting Committee. The committee's 

members were drawn from members of the exporters associat ion, the Ethiopian Coffee Export 

Enterpri se and the Coffee and Tea Authority and it used to be chaired by the National Bank of 

Ethiopia. Thi s comm ittee used to set dail y minimum pri ce of both washed and unwashed coffee 

which a coffee exporter must register for upon sale of his coffee. 1' 6 

The response of the private sector to the libera li zation of the industry was worth mentioning. The 

successive reforms dynamically brought many new coffee traders and intermediaries to the 

marketing system. 147 In 2008, the country had 104 acti ve coffee exporters. about 1800 suppliers. 

5000 col lectors, 230 primary cooperati ves and five Cooperati ves Uni ons .14R Moreover, the 

quantity. qua lity of co ffee exported and amount of foreign earn ings from the commodity over 

recent times has been increased. Nevertheless, export of raw coffee is even now reserved to 

domesti c investors. 149 

In 2008. however, the govern ment came up wi th a new law. i.e .. Coffee Quality Control and 

Marketing Proclamation, Proclamation No. 602/2 008 which marKed a new chapter in the 

industry in general and its marketi ng aspect in particular. The following chapters are devoted to 

the criti cal analysis of thi s proclamation. its subsidiary legislati ons and other relevant laws that 

come with in the legal regime governing coffee trade. 

1'5 Id, p. 247 
146 Id, p. 248 

141 Internation al Food Policy Research Institut e (IFPRI) Markets, Trade and Institutions Division, An Institutional awl 
Legal Analysis of Groin and Coffee Marke ting in Ethiopia (Ocl. 2003. Draft Report Prepared for the Mini stry of 
Trade and Industry of the FORE), p. 46 

148 Girma ET At, cited above at note 3, p. 418 

149 Investment Incentives and Investment Areas Reserved for Domestic Investors Counci l of Ministers Regulations, 

2003, Art 3 cum paragraph 1(4) of the Schedule. Regu lations No. 84, Fed Neg Gal. 9" year No. 34. The 
Regulation defines domestic investor as "an Ethiopian or a foreign national permanently residing in Ethiopia 

having made an inves tment and includes the Government, publi c enterprise as well as a foreign national , 

Ethiopian by birth and desiring to be considered as a domestic investor ," 
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CHAPTER THREE 

THE PRESENT COFFEE TRADE SYST EM 

3.1. Overview of the New Coffee Legislations 

As ment ioned in the previous chapter. the coffee industry has been increasi ngly liberali zed 

starting fro m 199 1. Attracted by the liberalization and other reform measures such as the 

removal of taxes on coffee and end ing of the floo r price of the lational Bank of Ethiopi a. an 

unprecedented number of market participants from the pri vate sec tor started to act ive ly engage in 

the industry in different capacities in the production . process ing. suppl ving. export ing. 

wholesa ling. retailing and roasting of coffee. Taking the ex poI1 market as an instance. the role of 

the pr ivate sector 's share has inc leased rro m 10% during the Dergue era l50 to 95%.151 And the 

remain ing 5% is shared bv the existing cooperative unions and state farm s which is the rc:,'e rse 

scenario of the Dergue era. IS
' T hi s in turn increased the producllon as well as the productivity of 

the sector and the qualit\ of the coffee produced . Thi s situation enabled the cou ntry to export 

record amounts of coffee in thi s period in genera l and the past few years in particul ar. IS
) 

[t was amidst such circumstances that the new law. i.e ., the Coffee Quali t), Control and 

Marketi ng Proclamation I s< (hereinafter "the Proclamation" or the "Coffee Proclamation") was 

enacted in 2008. In order to implement thi s proclamation. other subsid iarv la\\s. i.e .. the Coffee 

Regulation and Di rectiw were issued by the Council of Min isters and the Ministry of 

Agri culture and Rural De'clopment (hereinafter " \10A RD or .. the Mini stn") re spectivel,. The 

later also issued a manual called "I'n·c; 7,Golrt."" 'rlr1' 7,rnfJn:,'C; "l-fl.e..). (,6.'109" 

O"'/',·'P/:I " which roughh' means "Manual on Coffee Prod uction. Qualit" Control and Marketing 

Acti viti es ." 

150 This 10% share of the export market includes the share of both the private sector and coffee cooperatives, See 

Petit, Cited above at note 16, p. 247 
IS] Girma ET At ci ted above at note 3, p. 421 
151 Ibid 

153 __ , "Confusion and Chaos "with New Coffee Auction System in Echiopia," cited above at note 38 
!54 Coffee Qu ali ty Control and Marketing Proclamation, cited above at note 36 
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Three main reasons are provided by the proclamation lo r introduci ng the present coffee trade 

regime. I;; The first one is the need to establi sh beller system of coffee qua lity and marketing 

wh ich enables the country to supply better quality and competiti ve coffee to the internati ona l 

coffee market. The second reason re lates to improv ing the market ing system in a way that 

enables coffee producers of the country get better sha re of the retail price. The third one has to 

do with the newly instituted market institution-the Ethiop ia Commodity Exchange (hereinafter 

"ECX"). It is to harmonize coffee market ing with the ECX market system and the reorgani zati on 

of the execut i"e organs of the government. 

These legi slations provide for the different activities in co ffee trade which include co ffee 

collect ion , process ing, supplying, exporting. roast ing, storin g and transporting. According to Art 

3. the Proclamation is appl icable to any pe rson directl v o r ind irectl y involved in transactions of 

Ethiop ian coffee qualit v control 1;6 and mar Keting." ) "'e ither the proc lamati on nor the subsidiary 

laws provide what indirect invo lvement in coffee transac tion constitutes . It. however, refe rs to 

those business activities which constitute not the marketing of the commodity but mainl y the 

. f I d' I . . 158 service aspect 0 l1e commo Ity SUC 1 as processll1g. transportati on. storage . . 

3.2. Structure of the Coffee Market 

The new collee proclamation recognizes three kinds o f coffee markets: the Local Coffee 

Markets, Coffee Auction Centers and the Ethiopia Commod it y Exc hange. 119 And it requires any 

15S ld, Preambl e 

156 The proclamation, under Art 2(17), defin es Coffee Quality con trol as "i nspection and cont rol of the picking, 
processing, storage and transporting of coffee, in accordance with acceptable norm s, to ensure delivery of 
coffee to consumers in its natural state." These norms are enumerated in the proclamation itself, the 
regu lations, directives and the manual 

1S7 The whole proclamation deals wi th coffee trade. Coffee trade on the other hand is defined by the proclamation 
broadty, as per Art 2(22), as "acts including collecting coffee from producers, processing and supplying to auction 
centers or the Et hi opi a Commo dity Exchange, export ing, roast ing, grinding, di stributing, retailing with license 
from th e appropr iate government organ." This definition includes both the qua lity control and marketing 
aspects of coffee 

158 Interview with Ato Firew Mamo, Attorney, MoARD, and who is, profeSSionally, in charge of the cases related to 
the recent coffee controversy, on Nov. 9, 2009 

159 Coffee Quality Cont rol and Marketing Proclamation, cited above at note 36, Art 2(2 1) 
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. fe' ff' I' I 160 L ' I person engaged In co lee transaction to transact CO · ee 011 y In t lese cen ters. et s now see t le 

essentia l features of each of these market forums. 

3.2.1. Local Coffee Markets (Primal)1 Trallsaction Centers) 

At the production level. Ethiopian coffee sector is dom inated by small farmers. More than 90% 

of Ethiopian coffee comes from these farmers. '61 The remaining 10% comes from private 

investors and government owned large-sca le farms. This situati on has its own impact on coffee 

quality and marketing. Collecting the coffees fro m the scattered small-scale farmers, fo r 

instance, is an onerous acti vity. In the past. thi s was done by primary co llecto rs (sebsabies). 

locally licensed coffee traders. who buy ill truck-load quantities from the fanners in the vi ll age 

markets. 162 These people did not , h0\\ _ ,_ r. have adequate cap ital to buy such quantities of coffee 

and. as" result, they used to operate as sub-agents of the suppliers (Akrabis). 163 

In an effort to ease the difficulty and avoid 'unnecessa ry' role of intermediaries and, in a way, 

improve coffee quality, the proclamation st ipulates for the estab li shment of local markets called 

Primary Transaction Centers or otherwise called local coffee markets. Accord ing to the 

regulation, a Primary Coffee Transaction Center is a "place designated by the appropriate 

regional organ-164 for trading red che lTY and Slln dried coffee,, '65 in coffee producing loca lities. 166 

Art 5 of the regulation also empowers the o rgans entrusted with power of estab li shing such 

centers to determine the number and di st ri bution o r such centers in consultation with the organs 

which regu late trade. It. however. sets the factors that these organs must take into consideration 

in doing so wh ich include proximity for coffee producers and suppli ers. convenience for trading 

red cherry and sun dried coffees sharing sim il ar properties. for entrance and exit of motor 

16' Id, Art 6(1) 

161 Ministry of Agr iculture and Rural Development, cited above at note 11, p. 2 

162 !nternational Food Research Institute, ci ted above at no te 147, p. vii i, 47 
163 Jd, p. viii 

1M Art 2(1)(b) of thi s same regul ation de fines appropriate regiona l organ as "agriculture and rural development 

bureau of a coffee producing region or any other organ of the region in charge of similar funct ions." 

!65 Coffee Quality Control and Transa ction Council of Ministers Regulation , Feb . 2009, Art 2(1}(c), Regulations No. 

161, Fed Neg Gal, Year 15 No. 22 
156 Id, Art 5(1) 
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vehicles as we ll as for transporting the coffee to processing plants with in 12 hours after the 
transaction and sufficiency of distance from schools. health and reli gious institutions. 167 The 
centers are required to have, among other things, a dimension of at least 50 by 50 meters, 
common services such as market data board, loading and unloading platform. dry waste burning 

d . I . 168 an pit atnne . 

Primary transaction centers may be establi shed in such a way as to serve for two or more 
neighboring coffee producing woredas. In such occasions, Art 5(3) of the regulation requires the 
place and number of the Cell', 's to be determined jointly by the appropriate regional organs 
and/or the bureaus of agriculture and rural development of the respecti ve woredas. 

[n these centers. transaction IS carri ed out only between coffee farmers or coffee farmers ' 
cooperati\ 'es that co llect and supply coffee from their members on the one hand and coffee 
suppliers on the other. ' 69 To such effect, each supplier is required to have weighing scale 
certified by the Ethiopian Quality and Standards Authority.'70 From this it is easy to di scern that 
enabl ing the coffee suppliers to directly access coffee from the farmers or fa nners' cooperatives 
is one of the main objectives of the new coffee legislations. 

The justitication behind limiting the actors in these centers only to producers and suppliers is to 
do away the role of the previous collectors (sebsabies).'-' This achi eves two impol1ant purposes 
at the same time. Firstl y. it shortens the long chain of the coffee market. By doing so. the law 
stri ves to achieve an important purpose of enabling the producers get beller price from the 
suppliers. Secondh·. it has indirect effect of preserving coffee qualit\·. This second purpose is 
premi sed on the assumption that collectors clo not increase any \'alue on the coffee they collect 

l" ld, Art 5(2) 
lGS Id, Art 7( I I 
169 Co ffee Quality Control and Transaction Council of M inisters Regulation , cited above at note 165, Art 3(1) 
17' Id, Art 7il)(dl 
171 Interview with Ata Adugna Fe te , Coffee Development Expert, Oromia Bureau of Agriculture and Rural 

Development, Coffee Development Department, on November 10, 2009 . Recent studies show that the number 
of primary collec t ors used to exceed 8000 and collec t abou t 25% of the total coffee produces. See IIld · t'·~· !' &".r.1../\7? ·''o.'I''I'{'·I1J''P. (,""111\.1 , t' II:h'·~·.I' 9"C')- ·In .l' l'n.r, '?·flg .. l· 1t!\{.·C I!ilaot.\)I'I'. t' · I · II ;:>.~: 6[}'~: ' 0 ·''0(; 2001 11·"0.11 1,11'1 'Ill 3-4 
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from the producers. Rather. coffee qua li ty simply deteriorates as it changes man)' hands.172 The 

other prong of coffee quality aspect is that these co ll ectors were blamed for mix ing co ffees 

coming fro m different agro-eco logies. 173 

These centers are now establi shed in many coffee producing areas. But the detail requirements 

are not practicall y complied w ith. In Oromi a Regional State, for instance. man y things including 

the design of these market centers are now under way.1 74 Another chall enge in this respect is that 

most of the coffee farmers are not bringing thei r produces to these centers. Instead, they are still 

suppl ying their coffee to the co ll ecto rs. 17; Th ree main reasons could be mentioned for thi s. First. 

majority of the coffee fanners are small- scale fa nners that thei r produce is littl e and the cost of 

round trip transportation and other cont ingent costs they incur made it economicall y unwise. 176 

Secondly, there are man y far mers who are physically weak that they can't transport their produce 

to these markets who have onl y one option which is to del iver to the collectors. Third ly, there is 

no sign ificant diffe rence in the price at whic h the co llectors rece ive from the farmers and in the 

primary transaction centers. 

3.2.2. Coffee Auction Centers 

Hi storically, Ethiopian coffee market has been characterized by long chain in which many acto rs 

participate in different capac ities which include " lIIners, (armers' cooperalil 'es, co ll ectors. 

brokers, suppliers, service cooperat ives , processors, ex pOiters . For long time, coffee trade was 

conducted b)' the assistance of brokers who used to circulate the coffee in their handkerchiefs or 

so between the farmers on the one hand and suppl iers and exporters on the other. As the farmers. 

suppli ers and exporters didn't haye sufficient in format ion. however. the brokers used to play 

incomparab le role in the coffee trade . As a result. the trading system was COSil y and highl\' 

arbitrary leaving the other participants at the merc y of the inte rmediari es.177 

172 1nterview with Ata Adugn a Fete, cited above at no te 171 
173 Ibid 
174 ibid 

175 Interview held wit h anonymous supp lier on Octobe r 20, 2009 
176 Ibid 

177 Ethiopia Commodity Exchange, ci ted above at note 17, p. 4 
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Even if formal ization o f the coffee trade sta rted beginn ing from earl y 1950s, estab li shment of 

central market had taken its own time. It was onl y in 1972 that the coffee auction system was 

establi shed "at the request of both suppl iers and exporters equally concerned by the need fo r an 

improved tradi ng system that would be managed , at their request. by the state as a neutral third 

part y. ,, 178 From thi s time on, all coffees produced in the country had to pass through the auction 

markets. '79 To such end, two auction markets were establ ished in Addis Ababa and Dire Dawa 

wi th 80% and 20% market share respective ly. 180 

Acco rdingly, the suppliers were required to bring all coffees to these auct ion centers. Coffees 

that came from different localit ies were consigned separately. A fter thi s. inspection of qual ity 

and grad ing process takes place which was done on a sample basis by the coffee quality and 

liquori"" Iin it of the organs responsible for overseeing the industry at different ti mes. lsl Grading 

was made based on the num ber of defects and type of process ing. 182 The samples of the graded 

coffee were di splayed to the bidders in the halls an hour before the beginning of the auction 

proceedings. The bidders bid the lots one by one in a "Dutch type ascending price bidding 

system .. ·
,83 

Following the sa le, the seller was requ ired to take the coffee to the warehouse of the 

buye r and payment is effected with in three days. IS. Finall y, all coffees that meet export 

standards we re directed for expo11 and the remai ning ones for domestic consumption. 

The lega l place given by the present coffee law to the auction model is creating confusion. On 

the one hand. the ne\\' coffee proc lamatio n recogn izes the auc ti on centers as one of the present 

three coffee market channe ls. Art 5 of the proc lamati on in parti cul ar provides the following: 

"Coffee transaction between a coffee prod ucer and co ffee supp lier; or where it is suppl y coffee 

178 Ibid 
179 It is to be noted, however, th at, si nce 2001, coffee coopera tives unions and some private investors have been 

empowered to by-pa ss the au ction procedure and directly export their produces. See Pel i t, cited above at note 

16, p. 240 
160 All coffees comi ng from different corn ers of th e co unt ry with the exception of Harar Coffee whi ch was traded in 

the Di re Oawa auction center were brought to th e Addis Ababa auct ion market. See Petit, ci ted above at note 

16, p. 24 1 
lSl Id , p. 240 
182 Ibid 

133 The Ethiopia Co mmodity Exchange, cited above at note 17, p. 4 

184 International Food Policy Resea rch In sti tute, Cit ed above at note 147, p. 50 
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intended for export, between a co ffee supplier and a coffee exporter: where it is supply coffee 

and below an exportab le grade, between supplier and a domesti c wholesaler; or where it is not 

exportable, coffee by product. between a coffee exporter and a domesti c wholesaler; shall take 

place in lawfu llransaclion cenlers." 

Transaction centers on the other hand are " local markets designed by the regional organ having 

legal power (primary transaction centers) fo r trading of red cherry co ffee and coffee with pulp;l s; 

Ihe auction cenlers and the Ethiopia Com modity Exchange.,, '86 In consol idating this stipulation, 

Art 6 of the proclamation makes trading of coffee out of these three market centers illegal. 18
? 

From thi s, it is clear that the present coffee proclamation clearl y recognizes the auction model as 

one of the coffee market centers. In fact. neither the proclamation nor the subsidiary coffee 

legislations define what auction centers are. But in view of the fac t that there existed only one 

model of coffee auction verti ca lly across the three governments, we can' t see any auction center 

other than the coffee auction model that was in place in the country until 2008 . 

On the other hand, the regulation which is issued to implement the proclamat ion switches all 

coffee trade to the Ethiopia Commodity Exchange. Art 4 of the regulation, for instance, provides 

the fo llowin!.!: " Iransaclinns in supply co/fee ant! , o[fee by-producis shall lake place only al lite 

Erhiopia CommodilY Exchange in accordance \i 'ilh Ihe rules of Ihe Exchange. ,,188 Some argue 

that thi s prov ision contradicts to the abovementioned provisions of the proclamation, hence. 

there is violat ion of the rule of hierarchy of la\\·s. Stated otherwise, the regulations issued by the 

Council of Mi nisters can not contradict the proclamation which is enacted by the I-Iollse of 

185 These loca l markets are the ones, as depicted in the previous section, cal led Primary Transaction Centers 
18& Coffee Quality Control and Marketing Proclamation, cited above at note 36, Art 2(21) 

'" id, Art 6( 1) 
188 Coffee Quality Control and Tran sactions Council of Ministers Regulations, cited above at note 165, Art 4(1) 
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Peoples Representat ives (HPR), 189 the supreme organ at the fede ra l le \ 'e l")(' on whi ch legislati ve 

power on all federa l matters is vested. '9 ' 

On the contrary. others argue that the regulation does not contradict with the proclamation. 

According to an attorney in the MoARD, for instance. the fact that the regulation made the 

auction model away by shifting the who le coffee trade to the ECX shoul d not be considered to be 

vio lat ion of the princ iple of hi erarchy of laws. Converse ly. it should be taken that the 

government fa vo rs the exchange mode l over the aucti on model. ' 92 Similarly, a lega l offi cer of 

the ECX argues that the proclamati on sets the general lega l framewor k and the Council of 

Ministers chooses one which it deems appropriate at different times. This means the gove rnment 

can, for instance, stop the present commodity exchange trad ing system and switch back to the 

former auction mode l whenever it considers it to be appropriate . 193 

Price di sco\'ery. transparency. reward for quali ty, immediate payment and competitio n were 

considered, at least theoret ica ll y. as the most important strengths of the auction system. '9' Be 

that as it mav. the system had many weaknesses. One of the defects of the auct ion mode l was the 

widely practi ced decepti ve practices made by the market participants. These practices take 

d iffe rent fo rms. To begin with, few market participants used to control the who le coffee market 

in general and the export sector in part icular. They did thi s in different ways such as by verticall y 

and horizonta ll y integrating themse lves and with others by. among o thers. forming d ifferent 

sister companies and tradi ng wi th one another: undul y in fluenc ing those co ffee traders who do 

. I I 19' not cooperate Wit 1 t lem . . 

Secondl y. there we re seri ous con tract enforcement problems. The no table and widely practiced 

problem in th is rega rd was issuing of cheques while the issuer has insulTi cic llI fund which resul ts 

189 Const itution of the Federal Democratic Republic of Ethiopia (h ereina fte r, the FORE Cons titut ion), 1995, Art 

77(131, Proclama tion No. 1, Federal Negorit Gozeta, yea r 1, No 1 
190 Id, Art 50(21 

191 Id, Art 55( 1) 

191 In terview with Ata Firew Mamo, cited above at note 158 

193 Interview with Ato Yoha nnes Asse fa, Ch ief Co mpliance Officer, Ethiopia Commodity Exchange, on Nov. 12, 2009 

19': International Food Policy Research Institu te, Ci ted above at note 147, p. 57 

195 Interview with Ata Yohannes Assefa , cited above at note 193 
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in payment defaults. l96 It is in an effort to rectify these and many othe r prob lems of the coffee 

auction system that the government switched coffee trade into an exchange model. 

Ano ther weakness was that the auction system did not benefit the coffee producers and suppliers. 

It has been mentioned in the first chapter that about 95% of Ethi opian coffee comes from small­

sca le farmers. But the share of these fanners from the total market price of coffee in the 

international market has been negligible. 197 The exporters buy fir st and second grade coffees 

from the auct ion centers in commercial grade but they sel l it in the international special ty coffee 

market fetchin g much higher price than the purchasing price. 198 This in a way adversely affects 

not onl y the farme rs but also the suppli ers though the degree varies. 199 

3.2.3. The Ethiopia Commodity Exchange (ECX) 

The other market system introduced by the new coffee la\\ into the Ethiopian coffee industry is 

commodity exchange model. As mentioned above. coffee trade current ly is who ll y conducted in 

the Ethiopia Commod ity Exchange 200 The next chapter deals with the commodity exchange 

system of trading vis-ii-vis coffee trade in Ethiopia. So, the purpose of this section is only to 

show that ECX forms one of the coffee trade centers in Ethiopia . The writer thus directs the 

reader to the next chapter for matters dealing with the ECX as the third coffee market center. 

3.3. Requirements to Engage in Coffee Trade 

Coffee is not as simple commodity as other grains to Eth iopia. Due to the we ight it attaches to its 

"green gold,'· the country has ex tended it spec ial emphasis since early 1950s. Consequently, 

Ethio pian governments have been prescribing st rict regulatory requirements in relation to 

different aspects o f the commodi ty including the requirements to engage in transaction of same. 

In fact. the requ irements va ry across different times and in re spect to different partic ipants. 

196 Ibid 
1':'7 Ibid 

1% Ibid 
199 Ibid 

20C Coffee Qual ity Control and Transactions Council of Ministers Regulations, cited above at note 165, Art 4(1) 
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The present coffee law also strict ly regulates the vari ous act ivities of the industry. At the 

entrance leve l. it prescribes very stri ct rules and procedures that the participants in different 

capacities must fulfill in order to engage in coffee trade. Broadly. these requiremelll s relate to 

certificate of competence. business license and prior membership of the ECX market system. 

3.3.1. Certificate of Competellce 

One of the requ ireI11ents currentl y- introduced by the new coffee legislations is es tabli shing 

competence to engage in coffee trade. In thi s regard , the regulation requ ires any suppl ier, 

exporter, wholesaler, roaster. processor, or coffee warehouse operator to obtain certificate of 

20 1 b Ii I ' C I' f l ' t · . .. 202 competence e ore app ylng lor Icense 0 li S ItS respective activity. Moreover. each of 

these market p311icipants can not part ic ipate in the ECX market system unless he has thi s 

certifi cate of cOI11petence as provided in Art 4(5) of the Regulation. This same regulati on further 

provides the respecti ve cond it ions that each of these actors must fulfill in order to obtain the 

certi ficate . 

For instance , a supp lier is required to fulfi ll the followi ng requirements2 0J First. he is required to 

have or rent warehouse. a coffee pu lping, washing and drying machine, bags, other necessary 

materials, service catering office. a'nd if he is washed coffee supp lier. coffee processing plant 

which meet the techn ical standards specified by MoARD or appropr iate regional organ and 

weighing scale and moisture cal ibrator certifi ed by the Quality and Standards Authority of 

Ethiopia (hereinafter "QSAE'·). Secondl y. a supplier needs to devise operational processes and 

procedures which process coffees from diffe rent ecological zones separately and which safely 

di sposes wastes with out endange ri ng the human and natural environments. Thirdl y. a supp lier 

has to ha ve permane nt staff qualili ed in coffee qual ity matters. 

20 1 Cert ifica te of com petence is, as PE~ Art 2(25) of the proclama tion, a "docum en t tha t cert ifies the ability of a 

person to collect, process, store , transport coffee, and to engage in al l other activi ties rela ted to coffee trade." 

202 Coffee Quality Control and Transactions Co unci l of M inisters Regulations, cited above at no te 165, Art 8 
203 Id, Art 9 
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More or less similar requi rements are prescri bed for coffee exporters. processors, warehouse 

operators. coffee wholesa lers. and roasters204 Of course. other requirements are provided in 

relation to some of these participants. Exporters, fo r instance. are required to deve lop 

in forma tion flow mechanism through which they notify MoARD abo ut the detai ls of their 

activi ties like the quantity and type of coffee they bought , ex ported, so ld for wholesalers and the 

remaining one at least at the end of every month20S Moreover, if an exporter needs to exp0I1 

blended coffees which have diffe rent properties or standards. he is required to obtain special 

license whi ch is issued by MoARD by virtue of Art 10(5) of the regulat ion. 

The agr iculture and rural development bureaus or other organs with similar functions are the 

organs competent to issue certificate of competence at the reg ional level. 206 For coffee exporters, 

however. MoARD is the only body which issues thi s ce rtifi cate as provided in art 15 of the 

regulation. Once app li cation for certifi cation of competence is fil ed. the competent organ be it 

the Mini stry or regiona l organ is required to decide it with in 15 work ing days from the date of 

receipt of the application. I f the regional organ or, in case of coffee exporter, the Ministry rej ects 

the applicat ion and if the app licant is aggrieved of the dec ision, he can appeal, on question of 

law. to the regional or federa l high court respecti ve ly whose decision is final. 

Currentl y. thi s certificate of competence is practicalh' a prerequi site to gett ing li cense on coffee 

trade. To sLich end, MoARD is issuing thi s certifi cate2 07 If a person wants to engage in coffee 

export. for instance. he must fir st obta in the certifi cate frolll thi s Mi nistry. In case a person 

directl y applies 10 the Mini stry of Trade and Industry (hereinafter " MoTI") for coffee export 

li cense. the later requires him to first produce the certi fi cate of competence fro m MoARD 2oS 

Likewi se. whenever MoARD suspends or revokes the ce rtiticate of competence, MoTI takes 

similar measure up on notifica tion from the former. Thi s was practica lly a case in relation to the 

recent coffee controve rsy whereby MoA RD notifi ed MoTI bv virtue of which the later revoked 

'" Id, Art s 10, 11, 12, 13, 14 res pectively 
205 Id, Art 1015) 

"' Id, Art 1511) cu m Ar t 212) 
207 1nterview with Ata Firew, cited above at note 158 

20S Interview with Ata Yosef Alemu , Trade li censi ng and Registration Officer , MaTI, Nov.lO, 2009 
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the license of the coffee exporters whose ce rtilicate of competence was revoked 2 09 In any case. 

there is good coordination between the two institutions in this respect. 

Simi lar situation ex ists 111 Oromia. Hence. the Bureau of Trade, Industry and Transport first 

requires any person to produce competence certificate from Bureau of Agricu lture and Rural 

Development before it issues license 2 10 But it is to be admitted that the certificate is now issued 

to the traders not because they fulfil l all of the requirements .211 

Moreover, the coffee traders who secured the license before the coming into force of the present 

coffee legislations are also req uired to obtain the competence certificate with in six months after 

the effective date of the regulation. i. e .. FebA. 2009. 212 This is not, however, being fully realized. 

At the federal level , MOARD, in an effort to give effect to this provision, has got the name and 

address of the coffee exporters from Mo TI and required them to get the certi ficate. Yet , man y of 

them do not do so. But MoTI is not renewing their license unless they produce such ceI1ificate.213 

According to Ato Nuredin , the number of holders of this certificate of competence both at the 

fede ral and regional levels is not known as there is no data prepared for that end so far. 

In a certain case filed to the Fede ral High Court on Sept. I I , 200 1 E.C, a warehouse of certain 

coffee exporter was sealed by MoARD on the ground that the fonner did not have certificate of 

competence.214 The plaintiff then sued the Ministry on the ground that the later sealed its 

warehouse and sei zed it s co ffee illegally . But the Ministry justified its action based on Art 13(5) 

of the proclamation which empowers it to do so in order to ensure compliance with the law. 

209 Interview with Ato Firew, cited above at note 158. But Ato Nuredin Mohammed, Trade licensing and 

Registration Director of MoTl, however, said that the decision concerning the revocation of license of the coffee 

exporters was made by a joint meeting of the MoARD, MoT!, MoFED, and NBE. Interview with Atc Nuredin, 

cited below at note 213 
210 Interview with Ato Abdela Osman, Trade controlling Expert, Bureau of Trade, Industry and Transportation, 

Oromia, on Nov. 13, 2009 
211 1nterview with Ato Adugna, cited above at 171 

212 Coffee Quality Control and Transactions Council of Ministers Regula tions, cited above at note 165, Art 24 
l13 lnterview with Ato Nuredin Mohamm ed, Trade Licensing and Regis tration Director, Ministry of Trad e and 

Industry, on Nov. 14, 2009 
21~ Ziway Dugda International Business and Industry Private Limited Company v. Ministry of Agriculture and Rural 

Development, (Federal High Court, 2009, Civil case No. 84636) 
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Once issued. certificate of competence ma v be suspended irthe trader either fails to comply with 

the conditions of its issuance or vio lates the provisions of the coffee proclamat ion, regulation or 

d irecti ve 21
< In such case, the suspending organ orders the person whose certificate has been 

suspended to rectify the misdeeds with in specified reasonable time . If the person still failed to 

do so. the organ may totally revoke the certificate by virtue of Art 16(2)(b) of the Regulation. 

Other gro unds of revocation of certificate of competence include obtaini ng such certifi cate up on 

production of false information or commission of crimes provided in Art 15 of the 
. "116 

proclamation.' 

The party aggrieved of the decision of suspension or revocation of his cel1ifi cate of competence 

may appeal on question of law to the federa l or regional high court as appropriate with in 60 days 

whose decision . in this respect also, is final. 217 If the court approved the decision, the person is 

prohibited from engag ing in any coffee transaction. Such person can not do so even with in the 

time when his appea l is under cons iderati on . 218 

Recentl y. certifi cate of competence of six coffee exporters have been revo ked due to an alleged 

violation of the coffee legislations. This in turn resulted in an automatic revocation of their 

coffee export license 219 Revocation of certificate of competence thus resu lts in an automatic 

cancelation of license unless the court holds otherwise in which case the recovery of the 

cert ifi cate resul ts in an auto matic effect iveness of the suspended or revoked license. 

3.3.2. Coffee Business License 

Though it may be obvious, the second requirement to e ngage in coffee trade is valid coffee trade 

license. ceo The proclamation does not provide the organ which is entrusted with power of 

licensing coffee trade. In the absence of specific empo\\erment by the proclamation or the 

sllbs idian' coffee legislations. the remain ing option is to re so rt to other relevant laws. In this 

rega rd. the primary authority is the Commercial Registration and Business Licensing 

21 5 Coffee Quality Control and Transactions Council of Ministers Regulations, cited above at note 165, Art 16(1} 
216 Id, Art 16(2) 

21' Id, Art 16(3) 

2!S Id, Art 17(1) 

219 Interview with Ata Nuredin Mohammed, cited above at note 213 

220 Coffee Quality Control and Transactions Council of Ministers Regulations, cited above at note 165, Art 4(5) 
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Proclamation. This proclamation centrali zes the business of licensing commercial act i vities2~1 

which was carried out by di ffere nt institutions in different sectors on pert inent insti tutions of the 

trade and industry sector ' with the except ion of those licenses which must be issued by other 

government institutions. owing to the pa rti cular nature of the activity., ll2 

Accord ingly, no business person22 3 be it natural or juridical one, may carry out any of the 

commercial activities with out obtaining valid trade license from the Ministry of Trade and 

Industry or pertinent regional bureau. 224 The li cense fo r coffee trade thus is issued by the trade 

and industry bodies. Cumulati ve readings of Art 20(2) and the appendix part of thi s proclamat ion 

on the other hand re vea ls that export license including coffee export li cense is, howeve r. issued 

only by MaTI. It is to be noted. however. that a business person li censed for the business of 

import and export can not engage in coffee import and export unless it is clearly mentioned in 

the license22s As per the information the wri ter obtained from Ato Nuredi n of the MoT I. there is 

no central data developed recently which shows the total number of coffee trade li censes. But 

there are more 98 coffee trade rs licensed for coffee export out of which 66 are in Addis 

Ababa.226 

3.3.3. Membership to th e ECX 

Previously. we have ,cen that the coffee regulation has shifted all co ffee trade to the ECX. 

Consequent ly, the only avenue to part icipate in coffee trade outs ide the primarv transaction 

22 1 Commercial activity is any activity listed in Art 5 of the Commercia l Code, any other activity designated to be so 
com mercial activity by Regulations issued by the government or service where it is carried on professionally and 
for gain. See Art 2(2) cum Art 2(3) of Commercial Registration and Bu siness Licensing Proclamation, cited below 
at note 222. Note th at this proclamation extended the scope of commercial activity beyond the traditional 
definition of on ly activi ties li sted out in Art S of the Commercial Code. See Commercial Code of the Empire of 

Ethiopia, 1960, Art , 5, Proclamation No. 166, Negorit Gozeta, year 19, No. 3 
222 The Commercial Registration and Business licenSing Proclamation, 1997, Preamble, Proclamatio n No 67, 

Federal Nega(it Gazeta, year 3, No. 25 
223 A business person is a person who profeSSionally and for gain carries on any commercial activity. Id, see Art 2(2) 

'" Id, Art 21(1) cum Art 22(1) cum Art 2( 16). See, however, Art 20(1) which makes some exceptions which can not 
be licensed by the Ministry or the regional bureau which are prospecting and mining of minerals, water work 

services, banking and insurance services, air transpor t servi ce and other avi ation services, commercial activities 

involving the use of radio-active materia ls and radiation emission equipment, repairing an d maintaining of arms 

and firearms and sale of explosives and trade in tobacco products . 

22S Federal Government Commercial Registration and Licencing Council of Ministers Regulations, 1997, Art 

17(2I1a), Regu lations No. 13, Federal Negarit Gazeta, year 3, No. 28 
w , Data from Mini stry of Trade and Industry 
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cente rs nowadays is the ECX market sys tem 2
" Engaging in coffee trade in the ECX on the other 

hand presupposes membership in same or recogni tio n as agent of a member. 228 Thus, in the 
absence of any other market system such as the aucti on model, membership in the ECX can not 
be optional. Qui te the oppos ite . it is mandatory as any pe rson other than coffee producers229 and 
retai lers230 who needs to engage in the business of coffee trade has on ly one option, i.e .. to be a 
me mber of the ECX market system. 

3.4. Coffee Q uality Co ntrol Procedures 
As mentioned in sect ion one of chapte r one. coffee is produ ced in more than eight)' countries all 
ove r the world . It is also a main export commodity for many countri es including Ethiopia. 
Recentl\". different coffee producing countries in general and the newly emergi ng countries in 
part icular are expanding their producti on eno rm ously. Since 1997 onl y. coffee production has 
shown about 23.6% ex pansio n231 W orld coffee im port dema nd is not, however, growing to a 
greater extent as the leve l of growth in product ion leavi ng a great deal of differentia l shrunk 232 

Thi s in tu rn has created exceptional cha ll enge to many coffee producing countries- eve ry coffee 
producing country has to face an unpreceden ted competition in the worl d coffee trade. So, every 
coffee producing country has to find way out to this fie rce competiti on in order to stay 
com petitive in the market. In thi s regard. "p rO \ oci ing good qual ity coffee is the onl y way out and 
viab le opt ion to get in to the world market and to rema in c0111petit ive.,,233 

227 It is to be noted that the Primary Tra nsaction Cen ters operate only in the coffee producing areas and thei r purpose is to facilitate the on ti me delivery of coffees to the cent ral market and maintaining natural coffee quality . Transaction is also made between producers and su ppliers 
226 Ethiopia Commodity Exchange Pr oclamation, 2007, Art 20(1}, Proclamation No 550, Federal Neggorit GOleta, 13th Year, No 61 
229 Art 11(1) of the coffee proclamation allows coffee producers to direct ly export the ir produces after processing of same and grading by the coffee quality liquoring and inspection unit of the MoARD. But th ere is every rea son that even these produ cers must be members of the ECX as they are at the same time, as per sub Article 2 of this same art icle, required to sell their coffee by-products in the ECX or the auction ce nt ers which the later is now la cking 
230 Coffee retai lers receive coffee from th e wholesale rs that must be members of th e ECX Market system 
231 Girma ET AL, ci ted above at note 3, p. 307 
232 Africa Group Research, ci ted abo ve at n~te lS 
233 Girma fT AL, ci ted above at note 3, p. 307 
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Factors that determine coffee qua lity include genotype. climate conditions and so il conditions. 

harvesting techniques. post-harvesting process ing techniques. grading. packing, storage 

conditions, and transporting. 214 In terms of the natural factors. Ethiopia is endowed with an idea l 

environment that made the country to be the center of di ve rsity of Arabica coffee which is the 

most renowned coffee species in the world 21
; Quite the reverse, the human controlled factors are 

oftentimes poorl y handled resulting in serious deterioration of coffee qua lit y in the country. This 

section examines how the present coffee legislations address the coffee qua lity issue with 

significant emphasis on coffee processing and coffee grading. 

3.4./ . Coffee Processing 

Before it gets ready fo r consumption, every co ffee has to go through further processmg. In 

Ethiopia, most coffee quality pitfall s arc caused by processing-rela ted shortcomings236 

According to the proclamati on, coffee process ing " includes collecting and pulping red cherry 

coffee after picking. pulping and cleaning coffee with pulp. and processing expon coffee in 

accordance with the cou ntry's quality and grade requirements and the buyers' needs as per the 

I . I I' I d · ,237 aut lonzec tee lI1l Ca proce ures. 

The two widel y used methods of coffee processmg In Ethiopia are the wet method (washed 

coffee) and dr) method (natural). The former is the type of coffee process ing in which the red 

cherry is removed and processed until the bean gets its green color using water. It involves three 

stages: removal of the pulp and mucilage. fe rmentat ion and washing. and drying and removal of 

the parchment.138 Wet process ing helps to preserve the natu ral navor and intri nsic quality of the 

coffee. As a result. il is often bette r qual ity coffee and fetches higher pri ce as compared to the 

sun dried coffee 2l9 In Ethiopia. it accounts only 29% of the total coffee ex port .'"o 

23,j Ibid 

235 Solomon, cited above at note 4, p. 4. See also Girma ET AL, p. 2 
236 Girma ET AL, cited above at note 3, p. 327 

237 Coffee Quality Conlrol and Marketing Proclamalion, cited above at note 36 . Art 2(18) 
235 Girma ET AI, cited above at note 3, p. 395 

239 Note, however, th at the demand for some sun-dried Et hiopian coffees like Sidamo 4, Lekempti 5 and Harar 
coffees is high in the international specialty coffee market. Id, p. 319 

240 Ibid 
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Coffee which is prepared in wet processing method takes two types: washed coffee or seml ­
washed one. While the former is the type of coffee which is pulped, fermented and washed until 
its sticky mucilage is removed 24I the later is one with its sti cky mucilage 242 Sun-dried coffee on 
the other hand is, as its name point towards , coffee which is dried naturally by exposing it to 
sunlight and then hulled, cleaned and so rted 243 

Coffee processing has been an issue of concern starting fro m earl y 1950s. the time when the first 
law whi ch prohibits export of uncl eaned and ungraded coffee was enacted. The present coffee 
laws al so stricti v regulate coffee process ing. In thi s respect. the proclamation requires "the body 
which is engaged in coffee process ing to "properl y clean and process the coffee received by it as 
per the terms of the contract it entered and deliver the same to the owner with evidence of 
appropriate clean ing for the quality and grade of the coffee ... 244 

The manner in which coffee shall be processed is provided in the directive245 issued by the 
MoARD as per the power entrusted to it in Ali 19 uf the proclamation. The directive prescribes 
different rules applicable both to sun-dried and washed coffees and the processing industries. 

In relation to the persons or entiti es engaged in the business of dry processing, the directive 
requires to. among other thi ngs . ha\e coffee si rting machine \·erified by the QSAE. ai r blower 
which cleans the machine, warehouse . cement drying noor, dry ing table constructed out of local 
materials or drying bed which has 20 meters length and rai sed at I meter hi gh. wooden pallets. 
packi ng sacks free from any kind of pestic ides residue or unpleasant odor. 246 Similarly, Art 4( I) 
of the directi ve regulates the drying process and the type of coffee to be processed. To mention 
some., ·17 only red cherry coffee can be processed by sun -cl ri ed method. In the course of drying. 

241 Coffee Quality Control and Marketing Proclamation, cited above at note 36, Art 2(5) 
' " Id. Art 2(7) 
,<3 Id, . Art 2(6) 
244 ld, Art 12 

245 Coffee Quality Control and Marketing D~rective , Directive No . 1. (December 2008), Ministry of Agriculture and 
Rural Development 

24 1) ld, Art 5.1 

J.n As English version of the directive is not yet issued, all translations are th e author's and any discrepancy in 
language in relat ion to the provisions of the directive is attributable to same. 
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the thickness of the laye r of the fruits sha ll not exceed 3 cm . Likewise. the percent of moisture of 

the coffee beans shall not exceed I r.S% as measured by calibrate ce rtili ed by the QSAE. Lastly, 

the owner of the process ing plant is required to issue certificate of cleanliness and such coffee 

must reach market with in 15 days after it ends processing. 

In a similar fashion , the directive provides strict rules concerning washed coffee and processors 

of same . Accordinglv. the person who is engaged in thi s activity has to ha ve the necessary 

systems and equipments like huller. sort ing table on which coffees that qualify for washing or 

otherwise are screened out, mucilage remover. repasser, fermentation tanks, washing canal , 

water recirculation system, weighing scale certifi ed by the QSAE. skin drying bed, main drying 

bed. and warehouse248 Washed coffee undergoes two-stage drying: skin drying and main drying. 

In the first stage. the fermented and washed coffee is dried by exposing to sunli ght or using 

artificial heat for about 3 hours to eliminate the moisture that exists between the bean and its 

mucilage249 The second stage which is the main dryi ng stage on the other hand takes long time 

until the coffee' s moisture content reaches below 11.5% and is done in a drying bed250 

3.4.2. Coffee Gradillg 

It has been mentioned earli er that , these days, coffee quality is the most critical factor to remain 

compet iti ve in the international coffee market which in turn presupposes an ingenious quality 

management system. Two essent ial tasks are involved in qual it ' · management systems which are 

"the principles of standardi zation and the technical tools/standards that are associated with it,·2S 1 

and in the coffee secto r. this is made through coffee grading. 

The proclamation stipulates that coffee transaction in the auct ion centers and the EeX shal l be 

conducted based on the grade and representati ve sampl e certiticate issued b,· the coffee quality 

liquoring and inspect ion center252 In thi s regard . it is important to mention that '·there is no 

248 Coffee Quality Con trol and Marketing Directive, cited above at note 245 . Art 5 .2 

249 Id, Art 4.2 .8 cum Coffee Production, Quality Control and Marketing Impl em entat ion Manual (hereinafter 

"Coffee Manual, "1 (December 20081. p.43 
250 Coffee Mannual, p. 43 

251 Gi rma ET AL, cited above at note 3, p. 328 

252 Coffee Quality Control and Mark eting Proclamation , cited above at note 36, Art 5(2) 
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un iversal (coffee) grad ing and classilicalion syslem-each producing country has its own. whi ch it 

may al so use to set (mi nimum) standa rds for export .,,2;] 

This doesn' t mean, however. that countri es do not have any cri teria. Nor does it mean that the 

criteria that countries use in standardizing their coffee do not have any impact in the supply­

demand aspects of international coffee market. In fact. they have. Some of the criteri a which 

countries use in grading their coffee include: altitude. and/or region. botanical va riety. 

preparation (wet or dry process) . bean size (screen size. some times also bean shape and color. 

number of defects (imperfect ions). roast appearance and cup quality (flavor. characteri stics. 

cleanliness and density of the beans)254 

Now. let' s red irect our attention to the Ethiopian scenari o. In the previous system, there was an 

insti tution ca ll ed Insti tute of Ethiopian Coffee Quality Inspection and Aucti on Center in Addis 

Ababa and Di re Dawa which deals with coffee grad ing and quality control. 255 On its place, the 

present coffee proclamati on established the 'Coffee Quality Liquoring and Inspection Center'. 

"an institution under the Ministry. that inspects, liquors, and issues cert ifi cates for co ffee locall y 

supplied from production areas. export coffee. and coffee by-product deli vered to consumer 

areas.,,2;. Coffee trade in the ECX is now conducted based on the grade and representat ive 

sample certificate issued by thi s institution as per Art 5(2) of the proclamation. 

Art 4 of the proclamation regulates the process of coffee grading. Accordingly. coffee shall first 

be pre-inspected by appropriate regional coffee quality inspector and sent as closed and sealed to 

the coffee qua lity liquori ng and inspeclion center. The direct ive, in contrast, sti pulates that the 

regional coffee quality inspec tion determ ines coffee that shall or shall not be taken to the coffee 

qua l it \' liquor ing and inspecti on center based on the result of the pre-inspection il makes on a 

sample ofa supply co ffee 2
;7 It doesn·t. ho"·c\u. say anv lhing with what th is organ will do ,,'! lh 

153 Girma ET At, cited above at note 3, p. 333 
254 Girma ET AL, ci ted above at note 3, p. 333 

'" Habtamu Minassie, Image Analysis for Ethiopian Coffee Classification (200B, Unpublished, Fa cu lty of 
InformatiCS, AAU ), p. 2 

'56 Coffee Quality Conlrol and Marketing Proclamalion, ci t ed above at note 36, Art 2(20) 
257 Coffee Quality Control and Marketing Directive, cited above at note 245, Art 7.2 .2. 6 
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the coffee that it does not allow to leave for the cen ter. It doesn' t as we ll empower it to grade 
suc h coffee by itself except to do pre- inspecti on on moi sture and, in case of sun-dried coffee, the 
number of defects. In the previous system, there was s imilar regional institution which verifi es 
that every truck- load coffee meets the minimum standards of cleanliness before it leaves for the 
celllral qua lity inspection and auction center. If it does not. the inst it uti on had power to order for 
furt her cleaning258 The present institution should also be entrusted with simi lar rol e. 

At present , it is the coffee manua l that provides the parameters of the grad ing. It provides two 
basic factors: the physical characteri sti cs of the coffee and cup qualit y (test) which acco unt for 
40% and 60% respecti ve ly259 Four coffee c lasses are used in . order to designate the type of 
coffee. These are washed , semi-washed, unwashed and local coffee. While the former three 
terms re fer to the method of processing, loca l coffee refers to the type of coffee which doesn't 
meet expo rt standard and hence destined for domestic consumption 260 

In relat ion to the physica l characteri sti cs or otherwise call ed as raw va lue, whereas washed 
coffee comprises three factors : shape and make ,261 co lor and odor which constitute 15%, 15% 
and 10% respecti ve ly, un washed coffee is examined fro m two fac tors: defect distribution262 and 
odor which account for 30% and 10% respecti ve ly2(,) S imilar facto rs are used both for washed 
and unwashed coffee in relation to the cup qual it y value. These a re clean liness. acid it y. body and 
fla'·or which each const itutes 15%264 Overa ll. the jVlinistry de,·eloped. unlike the 5 grades in the 
previous system . 9 grades bo th for the washed and unwashed coffees265 On the contrary. 
domestic consumption coffee w hi ch is classi ned as washed . unwashed and by-product is 

2S8 1nternational Food Research Institute, Cited above at note 147, p. 20 
259 Coffee Manual. cited above at note 248. p. 79 
2&0 Note that selling unfrosted or roasted and ground coffee th at is export standard locally is prohibited by virtue of Art 14(S) of the proclamation 
261 Shape and make refers to the structure or make up of the bea ns. See Gir m a ET AL, ci ted above at note 3, p. 330 
262 This is a criter ion based on th e number of different kinds of coffee defect s and the rate of effect on the overall quality of the respective coffee. The standards developed by th e ECX in this respect are: foxy. immature, black, white, solid, broken, wanza, stone, st ick, grain s, jenfel, stinkers, o thers. See ECX Unwashed Coffee Contracts: Grades and Standards 
263 Coffee Manual, cited above at note 248, pp. 79-80 
'" Id . p. 79 
265 Coffee Manual, cited above at note 248, p. 80. According to Ato Yohanne s, 1 grade is now included and there 

are 10 grades 
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categorized into 5 grades 2
('6 Thc a illl of extending the grades is for quality differentiation and 

thereby creat ing rewarding fine coffees. 

As a fina l po int, the present coffee trade regime includi ng the grad ing system doesn't take 

specific place of or ig in where the coffee comes fro m. The system mixes coffee beans from 

different growers. In fact. there are many prov isions of the present coffee legislat ions that forbid 

the mi xture of coffees of different agro-eco logical zones. To begin with , Art 7(4) of the 

proclamat ion wh ich deal s with Ihe obligat ions of coffee suppli ers requ ires same not to mix the 

coffee of other agro eco logies . Art 8 also requires any coffee ex porter not to mix differen t types 

of coffee and. besides. to ma intain the name of place of o ri g in. In case an expo rter needs ex port 

blend coffee. he is required 10 secure special permission fro m MoARD in which the process of 

mixing must be regi stered. 267 Special trade mark is also required from the Mi ni stry of Trade and 

Industry which is issued after disc los ing the blend and the rati0 268 Finall y. export coffee is 

required to be certifi ed by a coffee quality liquoring and inspection center that. among other 

th ings, " it is prepared in accordance with the characteristics of the agro eco logy of it s production 

d I . I d" '69 area an meets t le req ulrec gra e .. 

Yet, coffee is traded in the ECX based on commercial grade though generic regiona l ori gin such 

as Sidama. Yirgachefe, !-Iarar. is used in the course of grad ing a nd transact ion. Thi s does not, 

however. refer to the specific place or locality of origin wh ich man y inte rnational buyers need. In 

an effort. to address this problem. ECX has recently launched tradi ng in spec ialty coffee 2lO 

3.4.3. Packillg, Storage, fllld Trrlll sportfltioll 

Unless due care is exe rci sed. co ffee quality may a lso dete ri orate duri ng pack ing. storage. and/o r 

transpo rtat ion. In the packing stage. coffee qua lity may be det eri o rated due to different reasons. 

For instance. the bags may not be produced " 'ith the necessarY' quality and ior containers Illay be 

266 Ethiopia Commodity Exchange, cited above at note 17, p. 6. Note, however, that the manual provides only 4 

grades for th is type of coffee 
267 Coffee Quality Control and Marketing Proclamation, cited above at note 36, Art (4). See also Art 4.3 .6 of the 

Directive 
168 Coffee Quality Control and Marketing Directive, cited above at note 245, Art 6.2.3.17 

'69 Id. Art 4(4) 

210 The details of the different aspects of the specialty coffee are discussed in the next chapter 
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con tam inated with forei gn elements such as chem ical s. High leve l pesticide res idues were, fo r 

instance. found in 2008 in the sacks of coffee shipped to .lapan, one of the biggest impol1ers of 

Ethiopian coffee (about 20%) as a result of which the later banned importation until now.27I In 

an effort to add ress such and related problems. the directive requires suppliers to use clean 

bags27l It also proh ibits use of plast ic bags or bags whic h ha ve been used for other purposes
27l 

Likewise. coffee qua lity may be deteriorated as a result of factors like increase of moisture 

content of the bean, introduction of unp leasant !lavors. infestation of storage insects, infection 

with moulds or bacteria. contami nati on with other thillgs.m As a result, the coffee legislat ions 

caut iously regu late the manner in which coffee shou ld be stored. The regulation, for instance, 

requires certificate of competence to engage in storage o f coffee . The prerequisites for obtaining 

ce rtificate of competence for coffee warehousing include hav ing or leasing warehouse that meets 

the tech nical requirements issued by the Mini stry.27; de vising a procedure wh ich differentia tes 

coffees of different agro ecological or other properties276 Also. the directive requires coffee 

warehouseme n. among other thin gs, not to store coffee with other commodities or other things. 

Likewise, these legis lations require carriers to. among others. ensu re that the vehicle is free from 

any thing that may deteriorate coffee qual ity277 Market participants are a lso requi red not to 

transport coffee mixing with other things which Illay deter iorate coffee quali ty278 

3.5. Major Ma rket Participants 

Hi storicall y. the Ethiopian coffee market is characte ri zed by many market partic ipants. These 

incl ude producers. co llectors. brokers. suppli ers. processors, cooperati ves, exporters. 

wholesa lers . retailers. state enterpr ises and private in\·estors. In addition. a new institution. the 

271 Africa Group Resea rch, cited above at note 15 
m Coffee Qua lity Control and Marketing Directive. cited above at note 245. Art 6.2.2.12 
m id, Art 6.2.2.5 
27~ Gir ma ET AL, cited above at note 3, p. 313 
275 These requirements are provided in the Coffee Manual. Some of the requirements include building which has 

air blower, wooden pallets, and which is free from any chemical, etc. See Coffee Manual, cited above at note 

249. pp.65·67 
276 Co ffee Quality Control and Marketing Proclamati on, ci ted above at note 36, Art 12 
m id. Art 6(4) cum Art 6.3.2. 1 of th e directive. cited above at note 245 
178 See, for instance, Art 6.2.3.9 of the directive 
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ECX has now been included to the list of parti cipant s279 In fact. some participants like the 
co ll ectors are now lega lly fo rbidd en from taking part in the coffee trade. In any case, thi s section 
deals with the respecti ve main obl igati ons of the ma jor partic ipants of the coffee market. 

Some obl igat ions are commonl y applicab le to many of the participants. These include the 
follo wing. Firstly, any trader is required to transact coffee onl y in the transacti on centers. 280 

Secondly, eve ry parti cipant is ob li ged to sell coffee produced in one season be fo re the next 
harvest 2S1 Thirdly. any parti cipant has to ha ve ce rti ficate o f competence for the act ivit y he will 
engage in282 Fourthl y. an y part ic ipan t is requ ired to compl y w ith the coffee legislations.283 

3.5.1. Coffee Producers 

This categor:, vi j, •• r:i.: ipants constitutes small- sca le coffee farmers. coffee farmer' s cooperati ves, 
state coffee farm s. and few private 'in vestors 284 The ex isting coffee legis lations prescri be some 
basic ob li gat ions that have to do with coffee trade in res pect to these participants the most 
importan t of which being the fo llowing. First, producers can 't purchase, transport and sell coffee 
except th at they produce in their own fa rm2 85 Secondl y, they are requ ired to sell their produces 
onl y in transaction cente rs 286 Of course. these participant s have the right to by- pass the formal 
routes of coffee export and directl y export their produces. The sma ll-sca le coffee fanners often 
do this by se lling the ir coffee to thei r cooperati ves and the later one's to cooperat ive un ions287 

279 Sa lient aspects in cluding powers and responsibilities of th e EeX are discussed in th e next chapter. Thus th is section wi ll not discuss the EeX's obligations 
280 Coffee Qual ity Control an d Marketing Proclamation, ci ted above at note 36, Art 6(1) 
281 Coffee Qua lity Con trol and Marketing Directive, cit ed above at note 245, Art 6 .2.1. As you will see it in the next section, thi s was one of th e reasons for the recent coffee con troversy 
282 Coffee Quali ty Con trol and Transactions Co uncil of Ministers Regulation s, ci ted above at note 165, Art 8 
283 Coffee Qu ality Control and M arketing Procla ma tion, ci ted above at note 36, Art 6(2) 
'8' Id , Art 2(19) 
285 Coffee Qu al ity Control and Marketing Directi ve, cited above at note 245 . Art 6.1.2 
''' Id, Art 6(1) 
187 Currently, there are six coffee cooperative unions namely Oromiya Co ffee Fa rm ers Cooperat ive Union (OCFCU) . Sidama Coffee Farmers Cooperative Union (SCFCU), Yirgachefe Coffee Farmers Coopera tive Union (YCFCU), Kefa Forest Coffee Fa rmers Cooperative Union (KFCFCU ), Tepi Coffee Farmers Cooperative Union, Bench Maji Forest Coffee Farmers Coopera tive Union. See Kodama, ci ted below at note 288, p. 90 
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which buy them at market pri ce288 In doing so. they must go through al l the qua li ty cont rol and 
grading procedures289 Thirdl,·. they are req uired to se ll coffee by-products at the ECX 290 

3.5.2. Coffee Suppliers 

A coffee supplier presentl y refe rs to a person who collects co ffee from producers or from his 
own farm and, after process ing, deli ve rs to the ECX291 The present coffee legislations provide 
rigorous ob ligations in respect to suppliers. Art 7 of the proclamat ion , Art 4 of the regul ati on an j 
Art 6.2.2 of the coffee directi, 'e in pa rti cular regulate the responsibi lities and ob ligat ions of a 
coffee supplier. Cumulati ve readings of these provisions conveys us that a coffee supplier has. 
among other things, obligation: to deli ver coffee he collected to processing plants with in 2-1 
hours; to se ll processed coffee in the auction centers or the ECX with in six months;292 to ensure 
that the processed co ff " he delivers to the quality liquoring and inspection centers meets the 
minimum qua lity standards and its moi sture does not exceed 12%; to purchase, process and 
transport coffee only in the areas des ignated to hi m29J and without mixing coffees of different 
agro ecologies. 

Moreover, a coffee supplier's competence in the ECX is only to sel l supply coffee by virtue of 
Art 4(3) (a) of the Regulation. Accord ingly. a coffee supplier can not participate in activities 
other than sell ing what he collects from the coffee producers or from his own farm. A co ffee 
supp lier, for instance. can not buy suppl y coffee or co ffee by-product from ECX to export to 
internat ional market or di stri bute to retail ers respect;l·ely. 

~88 Y. Kodm a, liThe New Role of Cooperatives in Ethiopia: the Case of Ethiopian Co ffee Farmers Cooperatives," African Study Monographs , Suppl.3S: 87-108 (March 2007), p. 91 
189 Coffee Qu ality Control and Marketing Proclamation, ci ted above at note 36, Art 11(1) 
190 Id, Art 11(2) cu m Art 4( 1) of t he regulation 
''' Id , Art 2(13) cum (8) 
192 The regulation (Art 4(1)) and the direc tive (Art 6.2.2.3), however, req uire that suppliers shall sell th eir coffee only at the ECX. For th e det ail discussion of this issue, see section 3.2.2 
293 The justification for thi s requiren1enl is fir st, to avoid mixing of coffee of differen t agro -ecological properties, 

and second ly, to con trol th e activities of suppliers. In terview with Ato Abdella, cit ed above at note 210 
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3.5.3. CI~rree E\porters 

Under the ex isting coffee legislations , all coffee that meets export standard must be desti ned to 

foreign markets294 Export coffee which is the primary foreign exchange earner to Ethiopia 

constitutes over 60% of the total produces295 Coffee export is conducted mai nl y by pri vate 

exporters li censed fo r coffee export busi ness296 Coffee export is one of the most rigorously 

regulated areas of trade in the country. Arts 8 and 6.2.3 of the proc lamation and the direct ive 

respectivel \ deal with the obl igati ons of coffee ex porte rs. 

Accordinglv. exporters, with out getting into too technical aspects. are required to fulfill the 

following main requirements. First. a coffee exporter has to ob tain identifi cation number from 

the International Coffee Organi zat ion (rCO)29J Secondl y. a coffee ex porte r is required to buy 

c" I'fpe on'" from the ECX, process it to meet the country's export coffee qualit \ standards, and 

export same before the next harvest season and se ll coffee by-product left over from the export 

coffee in same. A coffee exporter has to also register the contract of sa le along the price of the 

coffee with the National Bank of Ethiopia (hereinafter "NEE," with in 24 hours after the 

conclusion of the contract and perform on the due date unless extension is permitted by the later 

for good cause. A coffee exporter is further required to produce certificate of origin from the 

Min istry for the coffee he ex ports. Fifthly, coffee exporters are required to mark on the necessary 

informati on lik e the ICO No. , certifi cate No .. coffee type and grade. country of destination and 

that it is produced in Ethiopia. Finally. coffee exporters are prohibited from se ll ing coffee they 

bought in the local markets and from doing an v thing th at damages the countn's coffee trade. 

1,..: Coffee Quality Con trol and Marketing Proclamat ion, cited above at note 36, Art 14(5) 

2g~ Afr ica Group Research, cited above at note 15 

.,." Note that foreign investors can not engage in export of raw coffee by virt ue of the existing investmen t 

regulation . See Investment Incen tives and Investment Area s Reserved for Domestic Inves tors Council of 

Ministers Regulations, cited above at no te 149, Art 3 cum pa ragraph 1(4) of th e schedule 

2~ 7 ICO is an international organization of coffee exporters and importers e stabli shed in 1960s with different 

purposes such as promoting international cooperat ion between the produc ers and importers; serving as a 

center o f collection, dissemination of information and stat is tics; pro moting coffee quality; encou raging coffee 

consumption, etc. See Girma ET AL , cited above at note 3, p. 14 
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3.5.4. Domestic Consllmption Coffee W/IO/esa le/'s 

As mentioned earl ier, a ll coffee that meets ex port standard is required to be destined for foreign 

market. Domest ic consumption co ffee is an y coffee that does not meet this standard and coffee 

by-product, coffee leftover fro m coffee processed for ex port298 and constitutes abou t 40% of th e 

total coffee product ion in the country, I?9 The person who trades domestic consum ption coffee is 

domestic consumption coffee who lesa ler (here inafter "wholesalers,,)30o 

Wholesalers are required to purchase domesti c consumption coffee on ly from the ECX301 The\' 

are also prohibited from purchas ing, transportin g and selling of export coffee: storing coffee 

outside a warehouse reg istered by the region's bureau of trade and industry ;302 selling domestic 

consumption coffee ou tside mark et s designated to them as \·,,;\ 1 as in the coffee producing 

locali ties unless permi tted by concerned organ. The assignment o f the who lesa lers into specific 

markets and the prohi bition from sto ring outside the registered warehouse are tri ggered by the 

need to contro l their act iviti es and coffee sm ugg ling303 In view of that. a wholesaler can se ll hi s 

coffee only in the re gion/area whe re the wholesaler is licensed 304 But the law is s il ent as to 

whether a wholesaler c an obta in li cense in di ffe rent reg ions/areas so that he runs similar 

businesses in two or more areas a t the same time. 

The proclamation furth er requires domest ic con sumption coffee wholesal ers not to se ll their 

coffee in the coffee prod uc ing areas unless they get spec ial permi ss ion fro m the concerned body. 

Two problems ari se from this ob li gati on. First. it is difficul t to come up with a sound reason that 

calls for spec ial permi ss ion in the absence or any market channel that enables the peop le in these 

areas to get access to coffee. Secondly. neither the proc lamati on nor the subsidiar\' legislations 

define the organ empo\\'e red to issue the spec ial permi ss ion for the sa le o f such coffee and the 

grounds for permiss io n or rej ection. It s imply sa\'s concerned organ. 

'" Coffee Quality Con trol and M arket ing Pro clamation. cited above at note 36. Art 2(11) 
299 Africa Group Resea rch , cited above at note 15 

300 Coffee Quality Control and Marketing Procl ama tion. cited above at note 36, Art. Art 2( 23) 
301 Coffee Quality Control and Market ing Directive, ci ted above at note 245, Art 6.2.4 .3. See also Art 4(1) of the 

Regulation 

302 Id, Art 6.2.4.7 
301 Interview with Ata Abdela Osman, ci ted above at note 210 

30.1 Coffee Quality Control and Market ing Directive, cited above at note 245, Art 6.2 .4.1 
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3.5.5. Coffee !?oasters 

Accord ing to Art 2(24) of the proclamation. coffee roasters are those who engage in roasting 
and!or grinding and se lling of coffee. They may do so either for export or do mestic consumption. 
Their ob ligation also differs according to the market for which they supp ly. The obligations of 
roasters who supply fo r domestic market include purchasing coffee from the ECX or domesti c 
consumption coffee who lesalers and refraining from using export standard coffee]05 In contrast, 
those roasters who engage in exporting roasted! roasted and gro und coffee are required to 
purchase coffee on ly fro m the ECX. They are al so required to go through the quality contro l 
procedures of the Ministry]06 On tlie other hand. both categories of roasters are required to use 
alumin um coated packaging bags and roasting. gri nding machines and vacuum packer by the 
QSAE and to describe its grade and that it is produced in Ethiopia on the packaging.107 

3.5.6. Ware!touse Operators 

Warehouse plays significant role in coffee trade. The importance o f coffee warehouses has now 
increased more than ever. Thi s is due to the fact that the whole coffee trade is now shi fted to the 
ECX market system and trading in the later is effected through transferring a warehouse receipt 
rather than the commodities themselves]08 A wareho use receipt normall y is a "written 
acknowl edgment drawn in accordance with the Warehouse Rece ipt System Proclamation and 
issued by a wa rehouseman (a person who. professionally and for gain is engaged in the business 
of stori ng of goods for others. purport ing rece ipt of goods belongi ng to another) for storage ane! 
. I d I . h . "J09 II1C U es e ectro llIc ware ouse recel pts. 

Warehouse receipt in the ECX perspect ive is electronic receipt. which in fact can be changed into 
paper form. which is issued on ly by the Exchange Centra l Depository which represent s the legal 

305 Coffee Quality Control and Marketing Proclamati on, cited above at note 36, Art 10(1) cum Art 6.2 .5. 1 of the 
directive 

306 Coffee Quality Control and Marketing Directive, ci ted above at note 245, Art 6.2.5.2 
301 Coffee Quality Co ntrol and Marketing Proclamation, ci ted above at no te 36, Ar t 10(2 ) cum Art 6.2.5.3 to Art 

6.2.3.5 of the di rective 
308 Ethiopi a Commodity Exchange Proclamation, cited above at note 228, Art 20(2) cum Art 9.3.4 of the Revised 

Rules of th e Exchange, cited below at note 310 
309 The Proclamation to Provide for a Warehouse Receipt System, Oct. 2003, Art 2(20), Proclamation No 372, Federal Negarit Gozeta, lOIn Year, No .2 
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titl e to the coffee deposited In the ECX warchouse or ECX designated third party operated 
warehouse 3 1o This situat ion IS another instance of cent ralizing coffee trade to the ECX as 
warehouse operators who are not designated by the ECX can not issue warehouse receipt 
acceptable in the ECX market system. 

The requi rements to engage in coffee warehousing as well as the manner in which the warehouse 
operator shall store coffee are regulated by the co ffee legislations and the commod ity exchange 
laws. Basica llY. coffee is required to be sto red in a warehouse based on the contract concluded 
between the owner and the warehouse operator.' I I But Art 6.3. 1 of the coffee di rective provides 
for detail requi rements. The first one is that a warehouse operator shall have a warehouse which 
fu lfil ls the requirements specified in the coffee manual. These bas ic requirements include having 
or renting of a warehouse whi ch has air blower, concrete fl oor. wooden pallet. and which is free 
from any alien substance which deteriorates coffee quali ty or odor. etc. 3Il 

Secondly, warehouse operators are requ ired to verify that the deposito r is au thori zed to store the 
coffee by the Ministry or appropriate regional organ or he has certificate that evidences that 
purchased it from the ECX . Thirdly, warehouse operator can not let the depositor take out the 
coffee fo r process ing or sa le without the authorization or knowledge of the Mi nistry or the 
appropri ate regional organ. Fourthly. he can not store other things in the co ffee warehouse. 
Fifthly, he is required to refrain from selling or hiding the coffee under his trust. Similar 
provisions but not exclusively concerned with coffee are also provided for in AI1 s 8 and 9 of the 
Re vised Exchange Rul e<;. 

3.6. The Regulato ry In stitutions of the Coffee Trade 
The coffee industry is one of the highly regulated sectors in Ethiopia. There is very deep 
government in\0lve1l1ent in almost every aspect of the industry includ ing its production. 
processi ng. grading. quality in spec ti on . storage. transportation and marketing of the coffees. In 
th is regulation. many institut ions with differing roles are involved. These include MoARD. 

:>10 Ethiopia Commo dity Exchange, Revised Rules of the Ethiopia commodi ty Exchange (Hereinafter, Revised Rules of the Exchange). 2009, Art 9 .2 cum Art 8.2 to Art 8.3 
'" Coffee Quality Control and Marketing Proclamation, cited above at note 36, Art 12(6) 
III Coffee M anual, ci t ed above at note 249, pp. 65 -67 
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regional bodies. coffee qua lity and transac ti on inspectors. co ffee liquoring and inspection 

centers. QSAE. NBE, ECX. Ethiopia Commod ity Exchange Authori ty (hereinafter "ECEA"), 

MoT I. This section reveals the respecti ve roles of these insti tutions. 

3.6.1. Ministry of Agriculture and Rural Developmell t 

The Min istry of Agricultu re and Rural Development is the primary state organ respons ible for 

regulating the industry. Accordingly. the Mini strv is ent rusted with wide- range of powers in 

relati on to different aspects of the industry. Art 13 of the proclamation in particu lar provides the 

main ones whi ch include the fo llowing. Firstly. the Ministry issues cert ificate of competence to 

persons engaged in coffee trade. Secondl y. it determines the places and conditions of coffee 

quality and transactions. Thirdly, the Mini stry, as per Art 7 of the directi ve, estab li shes central 

coffee liquoring and inspection center which mainl y inspects and grades export coffee and ei ght 

simi lar centC' ·- "le coffee producing areas whi ch. in fa cl. are now in operation] lJ 

Fourthly, the Mi nistry inspects and issues certificate of quality and letter of release to coffee 

dest ined both for export and domesti c consumption. It also provides other services at the qual ity 

inspection and auction centers by charging service fee. 1 f it finds any person distorting the 

transac tion process, the Ministry has power to suspend the serv ices it provides to such person. 

Fifthl y. in the course of issu ing certificate of qualitv. the Ministry may order the reprocessing of 

export coffee that does not meet export qua li ty. Sixthly. it may authori ze the export of coffee fo r 

the purposes of sampling or trade fair. 

Seventhly. the Mi ni stry is required to establish coffee mO\'C l11ent control stat ions at the gates of 

Addi s Ababa3
l' In fac t. these stations are not yet established, Related wit th is is. it has power to 

seize and confiscate il legal coffee. Related \\'ith thi s is that the Ministry is empowered to inspect 

any place includi ng private residence. warehouse. \ 'ehicle and publ ic enterprise with or. in cases 

of urge nt circumstances without cou rt order. Ne \'enhe less. the proclamation does not define \\hat 

these urgent circumstances consti tu te, One ground under \\hich coffee may be se ized with out 

coun order is provided in and Art ~'O (:1) of the regu lation \\ hich is where the coffee quality and 

3!3 Coffee Quality Control and Marketing Directive, ci ted above at note 245, Art 7, Introductory Paragraph 
314 Ibid 

58 



transact ion inspector be li eves that the co ffee may be removed before he obtains cou rt order. In 

any case. the Ministry can se ize coffee which it believes to be ill egal a nd . where it ascertains the 

ill egalit y beyond doubt. confi scate it. 

Eighthly. the Ministry is empowered to determine the amount of the comm iss ion for whi stle­

blowers who report ill ega l act in relat ion to coffee.lI5 Finally, the Ministry has significant ro le as 

it regul ates the whole process of coffee trade through supervising the ECX. 316 

In the case instituted by Ziway Dugda International Business and Industry PLC. MoARD se ized 

coffee belonging to the company and sealed its warehouse in which the coffee was. m The 

company then brought court action aga inst the Ministry all eging that. among other things. the 

later did thi s ill ega ll y a nd without court order. The Mi ni stry on the other hand justified its acti on 

based on Art 13(5) of the proclamation which a ll ows it to inspect places such as wa rehouses and 

seize coffee even without court order in case of urgent c ircumstances for ensur ing compli ance 

wit h the law as the ex porter d id n't have certi ficate of competence. The court , however, decided 

that the plaintiff should first ex haust remedies from the mini stry and it is on ly by way of appeal 

that the plaintiff can insti tute court action based on Art 22 of the Regulation. 

3.6-2. Regional Bodies 

Regulation o f coffee trade is not an excl usive subject matter of the MoARD. In fact , regional 

bod ies a lso play significant role in that regard . Regional states are first and foremost empowered 

to issue laws necessary to implement the coffee proclamation by virt ue of Art 19(3) of same. 

Act uall y. there is no sta te whi ch issued thi s ki nd of law yet. But the Oromia Regional State is in 

the process of preparing such law 3 18 Regional bureaus of agri culture and rural development or 

other organs vested with similar funct ions in th e coffee produc ing areas in parti cu lar are also 

responsible fo r regulating coffee trade at the local level. The regulation. for instance. cmpo\\'ers 

these bureaus to establish and regu late the primary transac ti on centers]I Q 

315 Coffee Quality Control and Marketing Proclamation, cited above at note 36, Art 13(9) 

316 Ethiopia Commodity Exchange Proclamation, cited above at note 228, Art 4, Art 15 

311 Ziway Dugda International Business and Industry Priva te Limited Company v. M inistry of Agriculture and Rural 

Development, cited above at 214 
318 Interview wi th Ato Adugna Fete, ci ted above at note 171 

31 9 Coffee Quali ty Control and Transactions Council of Ministe rs Regulations, cited above at note 165, Art 5 to Art 6 
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Third , regiona l bureaus issue, suspend or revoke certifi cate of competence for different 
part icipants of the industry except for coffee ex port ers. J2O Fourth, regions control coffee quality 
by establi shing coffee quality control and registrat ion stati ons at wo reda leve ls and additiona l 
coffee movement contro l stations at any place necessary 321 Fifth, regional bureaus may 
confi scate coffee subjected to illega l act as stipulated in Art 22(2) (b). In so doing, regiona l 
bureaus are required to communicate information monthly or when they are requested to the 
Ministry concerning coffee sent to the coffee quali ty li quoring and inspection center. They. 
together with the Ministry, also organi ze research proceed ings, trainings, etc.322 Finall y, reg ional 
bureaus of trade and industry are the organs responsible for issuing trade li censes for all coffee 
traders except for coffee exporters. 

3,6,3, Coffee Quality and Tral/sactiol/ II/spectors 

Coffee quality control is concerned \\'ith the " inspection and contro l of the picking, processing. 
storage and transportation of coffee, in accordance with acceptable norms, to ensure deli very of 
coffee in its natural state.,,323 As mentioned above. different coffee qua lity control procedures 
that regulate the commodity from its product ion to its marketing are dev ised by the present 
co ffee trade regime. The primary organ entrusted with controlling coffee quality is the Coffee 
Liquoring and Inspection Center. There is also the regional coffee qual ity inspection organ which 
checks the fulfillment of the minim um standards of cleanliness before any coffee leaves for 
grad ing by the liquoring and inspect ion center324 

The fact that there are such inst itutions and that the legislations devote many provIsions 111 

connection with coffee quality is good thin g. That by itse lf is not, however, suffi cient. 
Additi onall y, an organ which oversees the implementati on of the quality procedures in 
accordance with the relevant la\·\·s should be in place. To such end. the coffee regulation 
established an institution ca lled Coffee Quality and Transact ion Inspectors. As its name 

320 Id, Art 15 to Art 16, The reason for excluding coffee export ers lies in the fact that co ffee exporters do not come with in their jurisdiction. 
321 Coffee Quality Control and Marketing Directive, ci ted above at note 245, Art 7, Introductory Paragraph 
311 Id, Art 10.3 
m Coffee Quality Cont rol and Market ing Proclamation, ciled above at note36, Art 2(17) 
;2' Id, Art 4(1) 
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indicates. this o rgan' s role is not. however. limited to inspecti on of coffee qua lit y. As will be 
clear from the followin g parag raphs, it al so is in charge of supervisi ng coffee trade in general. 

This institution is responsible for inspecting things like the processing, storage and transportation 
of co ffee by investors. suppliers, processors, expo rters, warehousemen. andlor carriers in 
conformity with the proclamation, the regu lation and the directive 325 To such end, the inspectors 
are empowered to, among other things, enter, during working hours. into coffee warehouses. 
processi ng plants, or the site of service providers and examine and take copies of relevant 
documents. take photographic pictu res and sampl es of coffee; stop and inspect vehicles 
transporting coffee and requ ire pertinent documen ts; and se ize ill ega ll y hand led coffee with or. 
where they believe that the coffee may be removed until the time they secure it, without court 
warrant or, afte r tak ing sample . sea l warehouses 3 26 

The institution of coffee qua lit v liquoring and transaction inspectors is establ ished at the federal 
and regiona l leve ls. inspecting the competence of persons who want to engage in the business of 
coffee export; ensuring that coffee exporters comply wi th a ll requ irements relating to export 
coffee and that they have the required faciliti es; checki ng that export coffee is not stored and/or 
transported together with othe r things; inspecting the quant ity " , CuI" , jJ urchased by coffee 
exporte rs. the quantity expo rted. so ld for domestic consumption including coffee by-product and 
the remaining one; registering vehicles load ing lega lly handl ed coffee to/from Add is Ababa and 
such coffee is destined to the appropriate destinations: e tc are among the ma in powers and 
responsibil ities of the federal coffee quality contro l and transaction inspectors327 

S imilar powers and responsibiliti es are entrusted to the regional coffee quality and transaction 
inspectors. Acco rding ly. reg ional coffee quality and transaction inspectors are empowered to 

-'R ensu re that: '- there is proper transaction in the primal'v coffee transaction centers; coffee 
process ing industri es fulfill the necessary human as \I'ell as material capacitv: a certain coffee 

32~ Coffee Quality Control and Transactions Council of Ministers Regulations, cited above at note 165, Art 20{l) 
cum (2) 

'" Id, Art 20(2) to (3) 
321 Coffee Quality Control and Marketing Directive, cited above at note 245, Art 7 .2.1 
'28 Id, Art 7.2.2 
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fu lfi lls the 111Inlll1Um quality standards to leave for central qua lity liquoring and in specti on 

center; write the necessary informat ion of coffee and transmit to concerned bodies; etc 

3.6.4 Others 

The aforementioned regulato ry organs are the principal regu lators of coffee trade. In addition to 

these, however, there are othe r institutions which have regulatory role. T hese include the Qua li t\ 

and Standards Authori ty of Ethiopia (QS.A.E). the lational Bank of Eth iopia (NBEl. the ECX. 

Ethiopia Commodi ty Exchange Authority (ECEA), Ministry of Trade and Industry, etc. The 

QSAE plays s ignifi can t ro le in the industry particu larly in certifying the different machines and 

equipments necessary for the industry. 

The N BE's ro le is limited to expol1 coffee. The proclamation requires coffee exporters to register 

their contract concluded with the buye rs and the sale price at the NBE]29 Then. the ex porter is 

required to perform the contract on the due date. Extension of per fo rmance is not a ll owed except 

upon securing authorization of the NBE whi ch the later may do so only for sufficient reasons])!' 

To such le ve l. the N BE has reg ul atory role in the industry. The Min istry of Trade and Industry or 

the relevant regional licens ing bureaus on the othe r hand have regulato ry ro le in relat ion to the 

licensing of coffee trade . To s uch effect, these orgall s have regulatory power in the industry. The 

ro les of the EeX and the Ethiopia Commodity Exchange Authority (ECEA) are dealt with in the 

fo llowing chapter. 

3.7. Prohibitions and L iabilities A nalyses 

3.7.1 Prohibited Acts 

Coffee related li abi liti es may ari se as a resul t of \io lation of the coffee legis lations and/or 

laws dealing with the ECX trading system. ECX related prohi bitions and li ab ilities are 

common to a ll membe rs who trade in different commodities includ ing coffee. The concern c f 

thi s sec tion then is pro hibitio ns and or liabi liti es ari s ing from the violati on of the coffee 

legislations. 

319 Coffee Quali ty Cont rol and Marketing Proclamation, ciled above at note 36, Art 8(2) 
330 Id, Art 8(6) 
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The present coffee legislations prohibit man y ac ts rela ting to co ffee transac ti on. A rt 14 o f the 
proc lamati on, Art 18 of the regul ati on and Art II of the di recti ve in parti cular are devoted to 
prescribi ng the prohibitio ns and the liabilities ari sing for vio lating the prohibitions . Thi s 
secti on summari zes the main ones. Cumulati ve readings of these provisions convey us that 
the fo ll owing acts are prohibited: J31 

I. processing of coffee usi ng technical process ing procedures other than those set by 
the Mini stry or the regional bodi es; 

2. buying or sell ing of coffee outside the transac ti on centers; 

3. mi xing ex port coffee ' with domestic consumpt ion coffee; coffee with alien 
substances or othe r things that deteriorate its natural test and/or quali ty; 

4. al lowing coffee that does not meet minim um qua lity standard leave for centra l 
coffee quality liquoring and inspecti on center; issuing letter of release for such kind 
of coffee; transporting of same; usi ng ve hicles that do not confo rm with the 
standards; inco rrec t grading of coffee del iberate ly: 

S. storing coffee in a warehouse other than wh ich registered by the MoARD or 
appropria te regiona l bureau and/ o r fo r more than one product ion season; 

6. hoarding coffee in a manner that crea tes scarc ity in the ma rket; 

7. engaging by coffee producers in buying. transporting and se lli ng o f coffee other than 
the onc from their o wn fa rm ; 

8. packing co ffee us ing sacks or equ ipments other than those al lowed by the MoARD 
or appropr iate reg io na l o rgans; 

9. se ll ing of ex port standard coffee in any for m in domesti c markets; 

10. engaging by any pe rson who directl y i n vol\'t~d in the coffee trade, in manipulati ve . r ' 11 I . 332 practi ces lo r I ega ga lJ1 ; 

Art IS of the proclamat ion a lso prov ides some penalties fo r in fi'i nging the prohibiti on clauses 
and other prov isions of the co ffee laws. Acco rdinglv. a coffee processor who causes damage to 
coffee qua l it,· o r the loca l commun ity by fai li ng to meet the technica l procedures set by the 

331 This list is not exhaustive 
332 This provision may in practice create pr<?blem as the necessity of the phrase 'for illegal gain' is not clear. The fact that engaging in manipulative practice is attached by the conjunction 'and' may lead to an absurd conclusion that exercising manipulative practice is not adequate for the illegality of the act 
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Mini stry is pena li zed by fine of Birr 20.000 and one to three years imprison ment. In additi on. he 
can not transport hi s coffee and his processing plant shall be closed. 

Any person engaging in coffee transacti on outside the transacti on centers is also subjected to a 
fine of Birr 20,000 and one to three years impri sonment and confi scati on of the coffee. Likewi se, 
a "person who , without not ifying the appropri ate body, stores and tenders fo r sa le coffee outside 
the authorized time and place" is li able to Birr 30,000 fine. confi scati on of hi s coffee and one to 
three years imprisonment. 

The following acts on the other hand are punishable with fine of Birr 50,000, three to five vears 
imprisonment and confi scati on of th e co ffee: any person who unlawfull y or in an inappropriate 

)" manner transports co ffee ; " a person who sell s un frosted or roasted ex port standard coffee 
loca ll y: and an owner of vehicle which transports illegal coffee. A person who does manipu lative 
act in relation to coffee qualit y and market ing is also subjected to s imilar punishment short of 
confi scation of the coffee. Moreove r. a person who ill egall y di verts and transports co ffee being 
legally transported to the inspecti on centers, aucti on centers or the ECX is puni shable by fine of 
Birr 100,000 and five to ten years impr isonment. 

A po int worth mentioning here is that a ll of the penalty provl si ll ns prov ide the phrase 'unless 
punishable with a greater penalty as per any other rel evant law.' If there is any law that pro\' ides 
greater pena lty in rel at ion to any of the abovementioned proh ibited acts, therefore, that law 
prevails over the pa nicu lar penalt y provided in the proclamation. 

As a final point. the Regulati on requi res an y person to cooperate w it h the MoARD or the 
appropriate regional bureaus in the course of implementing same 334 Police are also obliged to 
ex tend thei r ass istance in the co urse o f sei zing ill ega l coffee . In addit ion. the coffee laws 

333 One th ing worth mentioning here is the appro priateness of the penalty. The provision does not make distinction between person s who merely give transportation service and those persons who transport their coffee in an unlawful or inappropriate manner. If the coffee belongs to the carrier, confiscation of the coffee may be ar appropriate solution . If the ca rr ier is simply service provider, however, the confiscation is not warranted hence inappropriate penalty as it damages innocent owners twice unless the owner is aware of the act of the car ri er. The proclamation should thus discrimin ate between the two kinds of partici pants. 
33<: Coffee Quality Control and Transactions Counci l of Ministers Regulations, cited above at note Art 165, Art 23( 1) 
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encourage wh ist le-blowers of an illegal activ ity in re lation to coffee to report to the nearest 
coffee qual ity and transacti on inspector, the Mini stry or appropriate regiona l organ by entitling 

33 ' them 60% of the confi scated coffee .. 

3.7.2. Case A llalysis 

As the present coffee trade reg ime is new. the writer is unable to come across many cases. But 
there has been one th ing that drew the attent ion of man y. Recently. there was controversy related 
to coffee which resulted in re\'ocation of license of 6 major exporters who share more than 75% 
of the tota l Ethiopian coffee export and confiscatio n of about 10 millions tones of the ir coffee. 
These exporters are the fol lowing: Mulege PLC, S. Sara PLC, Legesse Sherefa PLC, Kemal 
Abdela PLC, Seid Yasin PLC, Ersede PLC 336 The confiscation of the coffee and revocation of 
the license of the coffee exporters was made on the foll owing four grounds 33 7 First ly, they were 
alleged to hoard coffee. This was proved by the stati sti cs from different agenc ies such as the 
Ethiopian Revenue and Customs Authori ty and the NBE. Secondly, they fai led to export coffee 
as per the contract they concl uded with the foreign buyers. Thi s was also proved by means of 
evidence acquired from the National Bank of Ethiopia in wh ich, all coffee export contracts are 
registered. 

Thi rdly . they didn't sel l coffee produced in one season befo re the next harvest season. This was 
proved by the coffee qual ity liquoring and inspect ion center which determined it to be old crop. 

ns See Arts 13(9), 21 and 9.1.10 of the proclamation, regulati on and directive respectively 
336 The government authorities frequently accused th ese co ffee traders for conspiring aga inst the ECX before 

taking such measures 
337 This case brief is made primarily based on the admin istra tive decisio n made by MoARD and add ressed to each exporter by the following (unpublished) Letters on March 17. 2001 E.C which provided the suspension of their certificate of competenc e), shutting dQwn of th eir warehouses and prohibiting of th e movement of such coffee, and that suspen ds their license. Note, however, that as th e author could not get access to all of the 

administrative decisions and court cases due particularly to the fa ct that many of th e cases are sti ll pending, the writer relied for much information obtained from the interview held with Ato Firew and Ato Nata'a Salcha, an attorney who is in charge of the ca ses and lega l Department Head respectively at th e Ministry. Note also that suspension/revocation of certificat e of competence results in an au tomatic suspension/revocation of the coffee trade license. Finally, some criticize the deci sion of th e Ministry for procedural errors. In th e first place, it was critici zed for non-fu lfillment of procedures such as th e right to be heard. S. Sara Pl C, for instance, alleges that it was not given reasonable time to rectify the irregularity as pe r Art 16(1)(b) of the regulation . Secondly, some argue that the decision was made by th e Minister rather than a panel or committee. (Interview with an 
anonymous official at MoARD, on January 2. 2010) 
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One thing worth ment ioning here. however, is that the coffee qual it y liquoring and inspecti on 

center fo rms one of the d ivis ions of MoARD. So, though the fac t that thi s o rgan be longs to 

MoARD does not necessaril y mean that it is a partia l organ. it at the same time does not mean 

that it is, at least structura ll y, independent and that its activities can not be innuenced by the 

Min istry. In line with thi s. some of the traders whose coffee has been confiscated argued that thi s 

o rgan is not im partial and one can not be a judge on hi s own case338 Fourthl y, they hoarded 

coffee by-p roduct a nd consequentl y. coffee scarcity resulted in the domestic market. 

Indeed . these acts of traders entail ed multifaceted ramifications. To begin with , the failure to 

export the co ffee had resu lted in double-fold effects. On the one hand, co ffee being the primary 

foreign exchange earner to the country, it had an adverse effect on the country' s hard currency. 

The Mi ni ster of MoTI. in his report to the HPR, mentioned that coffee ex ported to the 

international market in the year 200 1 E.C declined by about 25% as com pared to the 2000 

Eth iop ian fiscal year. 3J9 Accord ing to th e Mini ster, th is has to do wit h the aforementioned acts of 

these exporte rs and not fo r any other reason such as the global economic recession as the price of 

coffee didn't drop off340 On the other, thi s situation had sim ilar negat ive impact on the 

internati onal buyers of Ethiopian coffee. In the world where there are more than 80 coffee 

producing coun trics and hence there is very s ti ff competition in the international coffee market, 

lack of re li ab le supply may make the ex isting customers of Ethiop ian coffee shift to other 

coun tries. 

Secondly, the contro ve rsy had simi lar effect loca lly as we ll. It actually resu lted in scarci ty of 

coffee. Thirdly. the controversy hac!' also negati ve imp li cati on on the revenue of the government 

as these traders did not pa\ their tax obligations. 

338 Seid Ya si n PLC, for instance, raised this argument on its Memorandum of Counter Appeal filed to the Federal 

High Court. See Seid Yasin Private Limited Company v. Minist ry of Agriculture and Rural Development (Federal 

High Court, Appellate Division, Addis Ababa, 2009, Civil Case No 80047) (The appellant finally renounced its 

appea l) 

339 C:7C/'C : '?'i(l l 23 1200 1, p. 1, col. 3 
34C Id 
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Finally. it is noteworth y that the con troversy is not vet settled. The decision of con fi scation o f the 

coffee and revocation of certificate of competence and ulti mately trade li cense)41 was basically 

admin istrative measure made by the MoARD based on An 22(2)(b) of the coffee regulation. 

Three traders had lodged an appeal to the Federa l High Court based on Art 22(3) of the same 

regulation. However, two of them, after some time. withdrew their appeal opting for po li tical 

rather than legal solution 342 

The option they then reso rted to accordingly was to approach the Prime Minister. To such effect, 

they wrote a letter for him to intervene in the maller but he kept sil ent probably because he was 

warning them time and again. One thing that was done in favor of them, however, was that the 

Mini stry did not deposit the proceeds of the sale on its own name34
) Rather, it used such money 

to the sati sfaction of the loans these exporters had in the banks. This was tr igge red basica ll y to 

promote the integrity of the banks during the times of financial crisis; hence it was political 

decision rather than lega l one. 

Dissat isfied with the government ' s s ilence, one exporter, Legese Sherefa PLC, has recently re­

instituted its appeal fo r recovery of its certiticate of competence which is a prerequisite to the 

coffee trade in whatever capacity. Accordi ng to Ato Firew. while MoARD argued against thi s 

appea l based on res judicata, the exporter argued that it renounced its appea l fo r the confiscated 

coffee but not for the certificate of competence .'« To Ato Firew's surpri se, the court accepted its 

appeal and requ ired MoARD to defend the case. The case is now under considerat ion in the 

court. 

341 Acoording to Atc Nured in of the MoTI, Revocation of the coffee trade license wa s made as a result of the 

decision of revocation of certi fi cate of competence made by the MoARD 

342 See, for instance, S. Sara PLC's application (the Ann ex par t) fo r withdrawing its appeal and the decision of th e 

Federal High Court approving the application and t her eby cl osing the file. S. Sara Private Limited Company v. 

Ministry of Agr iculture and Rural Development (Federal High Court, Appel late Division, Addis Ababa, 2009, Civil 

Case No 81081). Similar situation exists in respect to Seid Ya sin Private Limited Company v. Ministry of 

Agriculture and Rural Development (Federa l High Court, Appellate Divis ion , Addis Ababa, 2009, Civil Case No 

80047) in the sense that the form er applied to th e cou rt reno uncing its appeal and the (ou rt closed the case 

accordingly 

34 ~ Art 22(2)(b) of the Regulat ion requ ires the M inistry or appro priate regional organ which confiscated and sold 

coffee to deposi t the proceeds of the sale in a blocked acco unt in the name of either of the organs as 

appropriate. 
344 The writer couldn't get access to this case as it is st ill pendi ng 
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CHAPTER FO UR 

COFFEE TRADE IN THE ETHIOPIA COMMODITY 
EXCHANGE 

This chapter deals with coffee trade in the Ethiopia Commodity Exchange (hereinafter "EeX") . 
It is necessitated by at least two reasons. First, because commodity exchange is 'strange' model 
of tradi ng system to the country's legal as well as economic environments, giving a genera l 
picture of the essenti al feat ures of thi s system is necessary. Second . the whole coffee trade has, 
currently, been shi fted from the previous auction model to thi s type of tradi ng system. 

4.1 Overview of the Ethiopia Commodity Exc hange (ECX) 

Before we proceed to exam ining the sa li ent aspects of the Ethiopia Commod ity Exchange (ECX) 
as one of the coffee transaction centers, let" s have a quick look at what the system of commodity 
exchange is all abou t as this facilitates our understanding of the trading system. Commodity 
exchange is made up of the terms 'commodity' and 'exchange.' What do these terms signify? 
Various meanings have been attached to the term 'commodity' in the general literature, in 
di ffere nt legal systems and across different ti mes. Some materials define the term by li sting out 
items that can be described as commodities and excluding others. A primary example in thi s 
respect is the US legislat ion on commodity exchange of 1936 whi ch provides a long li st of 
commod ities primaril y agri cultural ones that had been traded in the nation' s organi zed market 34

; 

Later on. the defin ition of commodity was ex tended to refe r to all goods. services. art icles. ri ghts . 
interests which are the subject of futu res trad ing346 In thi s case, the interest is in a form of 
economtC act ivi ty rather than the attributes or character of the subject or items. And the 
economic acti vi ty in question is futures trading3 47 Accordingly. e\'e ry thing which can be the 
subject of futures trading whether tangibl e or intangible comes with in the purview of 
cOlllmod ity. Futures trading or otherwise known as futures markets re le rs to a market in whi ch a 

"5 US Commodily Exchonge Acl, 1936, Section 2(a)(1) 
''5 US Commodily FUlUres Troding Commission ACI, 1974, Section 2(0)(1). This act maSSively amended the 1936 Commodity Exchange Act 
34.7 Philip McBride Johnson, Commodities Regulation (1982, Litt le, Brown and Company, Boston; Toronto), p. 4 
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contract is concl uded between bU\'er and se ll er. The con tract spec itl es a futu re de li very date. 

price and o ther terms at the time o f the concl usion of the contract and the goods would be 

hypothet ica ll y traded accordingl y. ) ' R 

On the other hand, commod ity simply is a product having monetary va lue. "A commod ity is an 

item that can be manu fac tured. produced . pu rchased. so ld , and consumed. Commod iti es are 

primarily the products of agricultura l sector of the economy. Natural resources such as crude oil. 

natura l gas, diffe rent types of minerals, etc can a lso be considered as commodities,,)' 9 In thi s 

case, the focus is on phys ical o r tangible commodities irrespective of the type of contract by 

which the item is transacted. It does not a lso li st the type of the commodi ty. 

Ethiopian law defines commodity as "a product which is interchangeable with another product of 

the same kind. ");O Thi s definit ion is not conce rned about the type o f economic activity. It rather 

focuses on the characteristics of the item to be traded in the Ethiopia Commod ity Exchange. It. 

thus, tends to incline to the later li ne of concept of comlllodity. 

Exchange on the other hand means a central office or place of business such as stock exchange, 

labo r exchange, etc. It a lso refers to "business association, generall y incorporated . the members 

of which meet at fi xed hours dai ly, to trade in securiti es or commodities.,,]51 

Commodity exchange. more or less. thus is "any organi zed market place where trade, with or 

with out the phys ical commodities. is fun neled through a single mechani sm. allowing for 

maximum effecti ve competi tion among bU\'ers and among se ll ers ." ,)52 In thi s institutionalized 

market. the myriad of buye rs and se ll e rs come toget her and a process of offer and acceptance 

takes place publicl y thro ugh a system o f pri ce bidding and throu gh a set o f rul es go\'ern ing the 

3<, Jack D. Schwager, Schwager an Futures .' Fundamental Analysis (1995, Jahny Willey & Sons, Inc., New York ; 

Ch ichester ; Brisbane; Toronto ; Singapore), pp . 7-8 

349 Mesay Zegeye, Market In/ormarion System and the Ethiopia Commodity Exchange, (2007, Unpublished, AAU, 

FBE Library), p. 7 

350 Ethiopia Commodity Exchange Procla m ation, ci ted above at note 228, Ar t 2{4) 

3S1 WA. Redmond, "Exchange (Business)," 2008 Microsoft Corporation, Microsoft ® Encarta i!' 2009 

352 Eleni Z. Gab remedhin and Ian Goggin, "Does Ethiopia Need a Commod ity Exchange? An Int egrated Approach to 

Market Development," EDRI·ESSP Policy Working Paper, No 4, (Nov. 2005), p. 6 
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prod ucts traded in the system, the market actors and the contract. ))) Thi s is the most important 

feature of a commodity exchange system that d istingui shes it from an ordinary wholesale or 

termi na l market. The rules are necessitated by the need to promote a fa ir, transparent, efficient 

3'14 and orde rl y market. . 

The ru les may relate to the product , contract, sett lement. etc. Rul es regard ing a product may 

re late to issues li ke the items to be traded in the exchange. product standardi zat ion. prod uct 

quantit\·. product integrity. sampling. o rigin. grading. certification. e tc 3 55 The ru les concerning 

price on the ot her hand may pertain to procedures of bidding or aucti on, disseminati on of trade 

pri ce. etc. The oth er concern of rul es is the actors in the exchange. In thi s regard , issues such as 

who may participate in the exchange, in what capacity. codes of conduct of the participants, etc 

are regulated J56 

Rules also regul ate matters relati ng to contracts. In this respect, many things are included. To 

begin with . the type of contract is the primary one. General ly. there are three types of contracts: 

spot contracts, fo rward contracts and futu res contracts. Spo t contract or otherwise call ed as cash 

transactio ns is a tradi ng where by the actual delivery of the item is made from the seller to the 

buye r immediately or near immediately and pay ment is made then and there3S7 

Forward contract is a contract which in volves the initiation of the contract at one ti me and 

performance takes place at a subsequent time358 Futures contract s or otherwise known as futures 

market s on the other hand refer to market in whi ch the cont ract spec ifies a future de li very date . 

price and other terms at the time of the conclusion o f the contract and the goods wo uld be 

hypot hetica ll y traded acco rdingly359 The othe r subject matte rs that come wi th in relati on to rules 

go ve rn ing cont racts include product qua lity/grade. delivery terms and conditions. payment terms, 

. . d' I 160 pri ce quotallons. Ispute set! ement. etc: 

353 Id 

35' Messeret Nega, ECX, Ch ief Compliance Officer , Rules of the Gome: EeX (2008, PPT Presenta ti ons), Slide 3 
355 Eleni and Googin, cited above at note 352, p. 8 

356 Messeret Nega , ci ted above at note 354, slide 5 

,5> P. M. Johnson, cited above at note 347, pp. 28 ·29 
'" Robert W. Kolb, Understanding Futures Markets (4 " Ed., 1994, Kolb Publishing Com pany, Miami, Florida), p. 2 
3591. D. Schwager, ci ted above at note 348, .pp . 7-8 

360 Bemnet , cited above at note 31, Slide 7 
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The Ethiopia Com mod ity Exchangc (ECX) is a na ti onal multi -commod ity exchangc which is 
dev ised to overcome the century-old marketing system based on the above mentioned tradi ng 
system. It is establi shed as a publi c, enterpri sel61 in which buyers and se ll ers come together to 
trade and to assure o f quant ity. qua lity, deli very and payment. Howeve r. it is " uniquely 
structured as a private-publ ic pannership commercial enterprise . The Ethiopia Commodi ty 
Exchange is establi shed as a demutuali sed corporate entity with clear separation of ownership, 
membership, and management. T hus. owners cannot have trading stake. The management can be 
neither drawn from the owners nor from the members."l62 

The ECX is entrusted with broad objective of modern izing the Ethiopian agri cultural market and 
thereby attaining overa ll econom ic growth. Spec ifi ca ll y, for which the ECX is establ ished for the 
following ma in purposes3lil Firstl y. ECX is estab lished to provide a centra li zed marketing 
mechani sm in which transacti on < are carri ed out publ icly through a phys ica l trading Ooor or 
e lectronic system or both. Secondl y. it is dev ised for creating an effic ient. transparent. and orderl y 
marketing system which addresses the interest of all stakeho lders including buye rs. se ll ers and 
interm ediari es and smal l sca le producers. T hirdly. it is there to gather and monitor and 
di sseminate timely in fo rmation conce rning the market and exchange transactions to the general 
public. Fourthl y, ECX is estab li shed to conduct trad ing based on product grade certi fi cates, 
warehouse receipts. and standardized and grade spec ifi c contracts. Fourthl y. ECX is came to 
reali ty with a view to do clearing and settling of transact ions the Exchange itse lf to min imize 
default risks. Fina lly. it is there to prov ide a dispute settl ement forum: undertake market 
surveillance acti viti es to mainta in the integrity of the market and of the members, and avo idi ng 
continge nt ri sks bv em pl oy in g mode rn risk manageme nt too ls. It is to be noted that. currentl y, 
almost al l of these object ives are practica ll y being real ized by ECX as it \\ill be clea r in the 
foll owing sections. 

361 Ethiopia Commodity Exchange Proclamation, ci ted above at note 228, Art 3( 1) 
362 East Africa Forum, The Ethiopio Commodities Exchange, Available at 

fi Ie: /1/0: /fil es%2 0 u p% 20t 0%2 0 i u n e%20 15/ E a s t %20A f rica%20 F oru m %2 0%( 2 %8 8%2 OTh e%2 a E t h i OR i a %20(0 m modities%20Exchange.htm, last Acce ssed on June 14, 2009 
363 Ethiopia Commodi ty Exchange Proclamation , cited above at note 228, Art 6 
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4.2 Significance of Commodity Exchange System to the Coffee Industry 

Ethiopian agriculture is known fo r be ing subs istence and foll ows, overall , century o ld pattern of 
poor agricultural practi ces. Likewise, its mark eting system suffers from a number of multi ­
faceted problems. Ethiopian agri cu lture lacks. among o thers, market fairness, standardi zation. 
transparency and efficiency364 It is characterized by lo ng chain o f market channel. In thi s 
channe l, numerous partic ipants engage in the ma rket channe l in d iffere nt capaci ti es . 

In the fi rst place . thi s traditional market compri ses large numbe r of farmers. Overwhelming 
majo rity of these farmers are sma ll ho lder ones36; Also. th ey are illiterate, poorly connected to 
one another and with market systems366 Moreover. they lack information and barga ining power 
which effect ively den y them the required level of benefits from the high consumer price of their 
produces 367 Others include primary co llectors. loca l suppliers, farmers cooperatives . local and 
centra l brokers, wholesa lers. few investors andlor state farm s, exporters, processors, retailers, 

. . . . 36K consumers, vanous government II1stltutlons, etc. 

These result in. among other things. excessive transaction costs. costs incurred in re lat ion to a 
commodity from the producer to the consumer369 This is due to lack of market coo rdination, 
lack of trust among market parti cipants. lack of market in forma ti on. deterioration of quality as it 
chan ge, ha nds. lack of appropriate lall·s . regulati ons. directives. rul es. procedures, standardi zed 
contracts and institutions entrusted with enforceme nt of same, etc. 370 

These prob lems exist in a ll of the agri c"i lural markets incl uding the coffee market though the 
degree vari es from one to the other. In fact, the co ffee industry has been, relatively, better 
situated as compared to the other subsecto rs as there has been long establ ished auction system 
and continued 10 be hi ghl y regulated. In an" casco the market related problems ca ll fo r a modern . 
inno"ati"e and dyna mic approach lI'hich can easih adapt to changi ng market c ircllmstances 

3~ Bemnet, ci ted above at note 31, Sli de 6 
365 MoFEO, cited above at not e 32, p, 49 
366 Ibid 
367 Ibid 

3" I' !. .. h"~" ,(' Y"C:-'!- '10.1' IJII/» (.\(lr! I' Y"C;-'!- "l- ltP, '!- "'1(.'(;'; l'IJ I\.\':C1i "I I~ :I ' n'1.'0 1' '7','10, '''II\(.];),O"''l. Ot/"I:' I'I, ·H· 200 1 ,.It) 7 
369 1d, p. 6 
370 Ibid 
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loca ll v and in tern atio nally. To such end . the Ethiopian government has been undertaking 

diffe rent structura l and mark et adj ustment programs including increased market libera lizations. 

Unlike the popular belief on the part of large part o f the international community that market 

liberali zat ion can reduce costs and cata lyze production and growth ; improve market integration, 

etc, such reforms did not bring abo ut the required success.l7I 

Studies show that the most imp0I1ant reasons for the weak performance of the Ethiop ian 

agri cultural markets are a ttributable to weak infrastructure o r to mi ss ing institutions 372 

Infrastructure related weaknesses such as roads, telecom services, storage. handling se rvi ces. etc 

are est imated to inc rease the final price of a commodi ty by about 40-60 %. Equall y or more to 

these physical constraints constitute transaction costs whic h include costs of searching for and 

screening a tradi ng partner. costs of obtaining information on prices. qual iti es and quantities of 

goods. costs of negotiati ng a contract, costs of monitoring contract performance, and the costs of 

contract enforcemcnt. 373 

These constraints in turn call for a so lution beyond market refo rms such as market liberali zat ion. 

To thi s effect. the Ethiopian goverrullent app roac hed the problem from the perspective of 

integrated market development which includes establi shing market institutions. The ECX is 

introduced into the Ethiop ia n legal system as a means of overcoming the problems ex isting in the 

gra in and coffee markets and ultimately developing the sector by revoluti onizing agricu ltural 

market. 

Commodity exchange has a lot of advantages over o rdinary market. To begin with. it promotes 

price transpa rency 370 As the commod ities are traded publicly and prices a re determined by the 

demand and suppl y forces. everyone has access to a neutral refe rence price.' 7; Second and 

rclated to thi s is that commod ity exchange system serves as a true instrumenl o f price disco\'ery, 

31 1 Eleni and Goggin, cited above at note 352, p. 2 

371 Ibid, p. 3 
373 1d 

'" Eleni Gabre·Madhin, The Ethiopia Commodity Exchange (ECEX): Making the Market Work for All, (April 19, 

2007, Presentation), slide 4 
375 1d 
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i.e .. "clearing price for a good at a parti cul ar point in ti me due to the hi ghest poss ibl e 

concentration and competition among buyers and among se ll ers. ·,376 This is particularl y achieved 

through the bidding of the publicly traded com mod ities and through a set of rules goveming the 

. .. d . I I 377 activities an actors III t le exc lange. 

Moreover, commodity exchange red uces the long chain of channels in a trad itional market. It 

reduces transaction costs as it is easy to find buyers or supply in the organized central market378 

Further. commodity exchange market crea tes market integrity as, among others. products are 

graded and cert ified, transactions are conducted through registered members; contractual terms 

are standardi zed and enforceable379 Also, an exchange system is of significant importance in 

terms of transfer of risk (through, for instance. futures trade), in generating and disseminating 

market in fo rmation 380 

In fact. an auction model of trading also shares many of these fea tures. Commodity exchange 

model, however. differs from the auction model in two main respects: in the later, "the 

mechanism of price bidding is coordinated by a third party, an auctioneer, and transact ions are 

generally for spot delivery.,,381 The)'. al so differ in modes of payment and many other things. 

The ex istence of an organized, transparent and effic ient market in tum has signi licant role in 

many respects such as in : increasi ng prod uction and productivity; producing competiti ve products 

at national as well as intemational markets with fair price; generating hard currency; establi sh ing 

forward and backward linkages with different sectors. etcJ82 The fact that the commodity 

exchange model is introduced into Ethiopian coffee market is therefo re triggered by these factors. 

The ECX launched its formal trading operat ions on Ap ril 24, :2008 with maize and haricot beans 

with 85 members38) In August 2008 . the ne\\ coffee proclamation was enacted and thi s la\\' 

37& Gabre-Madh in and Googin, cited above ilt note 352, p. 6 
371 Ibid 
37!! Eleni, ci ted above at note 374, Slide 4 
:m 1d 
380 ld 
381 Internationa l Food Policy Research Institute, Cited above at note 147, p. 60 

381 \'I.:l ' ~·~ ·Y 9"C:" '/OY ~1\1»tI(fn ' cited above at note 368, p, 12 

38l Ethiopia Comm odi ty Exchange, Press Release, May 2008 
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makes EC X one of the three market centers in \Vhich coffee is traded by vi rtue of Art 2(2 1). 
Following thi s empowerment , the ECX started trad ing of coffee as of December 200S 3

X
4 

4.3. The ECX Trading System 
The ECX is an instit ution which "provides a marketpl ace where buye rs and se llers can come 
toge ther to trade and be assured of quality, de li ve ry and payment.· ,JS5 Participat ing in thi s trading 
system presupposes membership in same386 Broad ly. there are two classes of members: ord inarv 
mem bers and spec ial members 3s7 The fa nne r category incl udes a Tradi ng Member and 
Intermediary Member. Limited Trading Member and Limited Intermediary Member on the other 
hand are included in the category of the special class of members. A Trad ing Member is a 
member who can onl y trade on hi s 'own account3S8 Intermed iary member is one who may trade 
eithe r on hi s accou nt or on behalf of hi s c1 ients 389 This member may ap point an agent ca lled 
Associate Member who shall trade through the former only on behalf of c li ents3 9

(' 

On the contrary, Limited Trad ing member is a mem ber who participates only as a buyer or se ller 
of a single spec ified product. 39 1 Currentl y, a ll suppliers who co ll ect coffee from their own farm 
including coffee fa rmers cooperatives and sell in the ECX, co ffee purchasers assoc iations and 
coffee wholesa lers come with in thi s category.392 Limi ted Trading Member does not have clients, 
hence transacts only on behalf of himself393 Nonet heless. a coffee ex porter Buy-only Limited 
Trad ing member ma y se ll its coffee by-product in the ECX 394 In contrast, Limi ted Intermed iary 

'" Ethiopia Commodity Exchange, Press Release, Nov. 27, 2008 
385 International Food Policy Research Institute, Ethiopia 's Commodity Exchange Opens its Doors, Available at fi Ie :fIlE:lE th iop i a %2 7 5 %20(0 m modi ty%2 OE xcha nge%200p ens%20i ts%2 0000r5%20-

%20I FPRI %20Press%20Release.htm, Accessed on April 28, 2009 
386 Ethiopia Commodity Exchange Proclamation, cited above at note 228 , Art 20{1) 
38 ' Revised Rules of the Exchange, cited above at note 310, Art 4.1.1. It should be noted, however, that the ECX may create other classes of membership where it finds it to be appropri ate as per Art 4.1.5 
388 Ibid , Art 4.1.2 
' 89 Ibid, Art 4.1.3 
350 Ibid , Art 4.1 3{a} . Sub article d of this same article on the other hand makes the intermediary member liable for all of the transactions made by the associate membe r 
391 Ib id, Art 4.1.4 
'" old·t'·?,·.t' (.".I'.(..~'f ·'VI")/ (.· Il.!" I? (,T·f\t'I .) / t'ld·t'·~".I' 1"C'I- ·In .I', ci ted above at no te 171, p. 6 
393 Revised Rules of the Exchange, cited above at note 310, Art 4.1.4 
39<: Id 
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makes ECX one of the three mark et centers in wh ich coffee is traded by virtue or Art 2(2 1). 
Fol lowing thi s em powerment, the ECX started trad ing of coffee as o f December 200g 3X4 

4.3. The ECX Trading System 
The ECX is an institution which " prov ides a marketplace where buyers and sellers can come 
togethe r to trade and be assured of quality, de li ve ry and paymenl.·,385 Partic ipat ing in thi s trading 
system presupposes membership in same 386 Broad ly. there are two classes of members: ord inary 
members and spec ial me mbers 387 The fo nner category includes a T rad ing Member and 
Intermed iary Mem ber. Limited Tradi ng Member and Li m ited Intermed iary Mem ber on the othe r 
hand are included in the category of the special class of members. A Trad ing Member is a 
member who can onl y trade on hi s 'own account388 Intermed iary me mber is one who may trade 
ei ther on hi s acco unt o r on beha lf of his clients 389 Th is member may appoi nt an agent called 
Assoc iate Member who shall trade through the former only on beha l f of cl ients390 

On the cont rary, Lim ited Trad ing member is a member who partic ipates onl y as a buyer or sell er 
of a single speci fi ed product. 391 Currently, a ll suppli ers who co llect coffee from their own farm 
includ ing coffee fa rmers cooperati ves and sell in the ECX, coffee purchasers assoc iations and 
coffee wholesa lers come wi th in th is category.J92 Li mi ted Trading Member does not have clients, 
hence transacts only on behalf of hi mse lf. )93 Nonethe less . a coffee exporter Buy-onl y Limited 
Trad ing member may se ll its coffee by- prod uct in the ECX.'94 In cont rast, Li mi ted Intermediary 

'" Eth iopia Commodity Exchange, Press Release, Nov. 27,2008 
385 International Food Policy Research Institute, Ethiopia 's Commodity Exchange Opens its Doors, Available at 

fi Ie: /lfE:lE t h iopia%2 7 s %20Co m mod i ty%20E xcha n ge%200 pens %20, t s%2 0 Doo rs %20· 
%20IFPRI%20Press%20Release .htm, Accessed on April28, 2009 

386 Ethiopia Commodity Exchange Proclamation, cited above at note 228, Art 20(1) 
387Revised Rules of the Exchange, cited above at note 310, Art 4.1.1. It shou ld be noted, however, that th e ECX may create other classes of membersh ip where it finds it to be appropriate as per Art 4.1.5 
388 Ibid,Art4.1.2 
389 Ibid, Art 4.1.3 

390 Ibid , Art 4 .1 3(a) . Sub article d of thi s sa me article on the other hand makes the intermediary member liable for all of th e transactions made by the associate member 
391 Ibid, Art 4.1.4 
'" nll.'h'·p,·.(' & .. .!'.(.· " 'I~ ·~.'I")I (.· Il.!"e 1.T-fln.1I \' 1..-'1-1"A'.!' Y"C:, · '/11.1" cited above at note 17l, p. 6 
393 Revised Rules of the Exchange, cited above at note 310, Art 4 .1.4 
39' !d 
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Member is one who pal-tic ipates on ly as a sell er fo r hi s own account or on behalf o f' clients 395 

Th is ki nd of membership is su itab le for coffee supp li ers who have other suppliers in the coffee 
d · 396 pro uc rn g areas. 

Any person, business organization: public enterprise or coope rati ve can be a member to the 
Exchange prov ided they fulfill the eligib ili ty requirements. 397 But acco rding to Art 42.2, 
however. requires that a member can not acquire more than one seal. Moreover, a person who has 
share in mo re than one pri vate limi ted company, a shareholder who is a board membe r o r owns 
more than 50% of shares in a share company or any fo rm of pal1nership or vice versa or business 
organi zations or public enterpri ses estab lished in the form of holding and subsidi ary or which are 
legall y or fac tua ll y rela ted are not a llowed to have two separate memberships at the same time398 

Neverthe less, any of such persons engaged in coffee trade may acqu ire two separate membersh ip 
seats provided: i, they d isclose all the necessary in fo rmation including their ownership and sen ior 
manage ment structure; ii. they do not conduct trade between themse lves and affirmed that their 
membership be terminated if they do so: ii i. they are not client of their own intermediary member; 
and iv, they do not use the same manageme nt fo r both businesses. 

The ECX Proclamation under Art 22( I) gives recogni tion to two types of contracts : spot and 
futures contracts. The later are oftentimes found to be important in risk managemen t by fix ing 

39' Ibid, Art 4.1.5 
396 fl lvl-!" A' $' t oo .r.t."'P. .V,.'I"tlir tiS''P. t T ·fll'I.) l Y Id ' \" A',(' ?"C ·)· 'm$" cited above at note 171, p.6 
397 The detail requ irements are provided in Art 4.6.2 of the Revised Rules of the Exchange. These requirements include: 1. Recognition of being exchange actor by th e Ethiopia Commodity Exchange Authority; 2. Producing audited financial statement of Birr 500,000 for a Trading Member and Birr 1,000,000 for an In termediary Member from an auditor recognized by the Aut hority; 3. Payment of membership seat price of 50, 000 Birr; 4. First year annual membership maintenance fee of 5,000 Birr; S. Payment of non-interest bearing security deposit amounting 200, 000 Birr for Trading Member and 300,000 for an Intermediary Member in cash to form the Settlement Guarantee Fund of the Exchange ; 6. Providi ng Tax Identification Number and Tax Clearance (if VAT registered, VAT registration Certi fi cate); 7. Submission of a valid license (and partnership agree ment for Pa rtnerships); 8. Submission of a copy· of val id license and the memorandum and articles of association for companies and cooperatives and establishing law for public enterprises ; 9. Attending a certification course in commodity marketing and pa ssing in exam unle ss exempted. The req uirements provided from 1 to 5 are not, however, appl icable to Non-Clearing limited Trading Buy-Only or Sell -On ly members, Clearing Buy-O nly limit ed Trading M embers and limited Intermediary members. Instead, these members are required to pay non­refundable membership fee of 5,000 Birr and non -interest bearing refundable membership fee of 50,000, 200,000 and 100,000 respectively. These requirements work across all members trading in different commodities . The coffee trader members. however, are required to first produce ce rtifi cate of competence to participate in the ECX market system. 

398 Revised Rules of th e Excha nge. cited above at note 310. Art 4.2.3 
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prices and supply in advance for future de li very3'J9 In thc mean time. ho wever, it is operating onl y 
wi th spot contracts. Yet, trading is carried out based on standardi zed contracts in that the product 
quality/grade, lot size. delivery terms and condit ions. payment terms, pri ce quotations, dispute 
settl ement etc are determined in advance 400 This in turn makes ECX. according to the CEO of 
the same. "the onl y exchange in the wo rld that trades on the bas is of standardized 'spot' 
contracts. ,,40 I 

Most of the commod ity exchanges that currently operate in d ifferent countri es have virtual o r 
electroni c trad ing systems. Despite thi s. most of them operate in an exchange floor of a phys ical 
place 402 Thi s Floo r is a place where all trade rs gather and conduct trades by open outcry 
met hod 4 0

.1 Thus. all the partic ipants need to be prese nt and ' cry' out the ir price, which oftenti mes 
presupposes shouting in order to draw attention 4 04 T hi s also holds true for the ECX. Art 20(4) of 
the Exchange Proclamatio n st ipu lates that the exchange may operate based on either open outcry 
on ph l'sica l tradi ng floor or an automated electronic system. Presentl y, " the trading platform is an 
open ou tcry competiti ve bidding system, with a trading fl oor in Addi s Ababa and sequential 
trading sessions accord ing to different classes and types of coffee. ,,405 

Once the coffee is so ld in the ECX. the law prohibits its resa le in same 406 In recent times, thi s 
requ ire ment caused a problem when the government seized coffee all eging to be illegal and 
reintroduced it fo r resa le in the ECX. Whi le the government justified its resa le based on Art 9.2 of 
the coffee directive wh ich provides for sa le of ill ega l coffee in the ECX, there was an argument 
which qucstions the va lidity of th is acti on on the ground that it contrad icts with the regulation 4 07 

.\/l."' .... \ ~'h'tl-
.".. ~~.,.~\\l\), .,# -. -_ ....... 

,.....1'1 
399 Ethiopia Commodity Exchange, cited above at note 17, p 7 ~:.~:~ ~oo Bemnet , cited above at note 31, slide 7 L_----
40 1 East Africa Forum, cited above at note 362 
402 Bem net, ci ted above at note 31, Slide 8 
1103 Bhara t Ku lkarn i, EeX, The Trading Sys tem, Nationa l Forum, ECX, ( 4 t ~ April 2008, PPT Presen tat ion ), Slide 4 
41).l Ibid 

<lOS Ethiopia Commodity Exchange, cited above at note 17, p. 6 
GO& Coffee Quality Control and Tran sa ction s Cou ncil of M inist ers Regula t ion s, ci t ed above at note 165. Art 4(4) 
40 7 Interview with Ato Yohannes Assefa, cit ed above at note 193 
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"As an institution. a commodity exchange itse lf depends on a num ber of linked institut ions which 

are crit ica l to it s functio ning.,,4ox The so ca ll ed "all ied" sectors such as warehouse rece ipt systems 

and clearing institutions are among the institutions that are necessary for fun ctioning of 

exchanges'09 Trading in the ECX market system is made based on warehouse receipt with out the 

physical delivery of the coffee or the sample. The receipt represents the lega l titl e to the coffee 

deposited.4I o 

The members in exchange system are required to clear their trade at the end of each transaction 

and they do thi s through clearin g institutions'll Clearing institution in the con text of the ECX 

refers to a clearing d ivisio n of the ECX or domestic bank or similar financial institution 

recognized by the Ethiopia Commodity Exchange Authority to settle the transacti ons undertaken 

in the ECX.4Il They in parti cul ar transfer funds among the members, from the buyer to the se ll er. 

To such end , the Rules of the Exchange requires members to open Pay-In (To the Exchange) 

account and/or Pay-O ut (from Exchange) accounts in the designated banks.4I ) Buyers are 

required to deposit exc hange buy funds in their Pay-In account by 3:30 P.M of the day before the 

trading day .'14 This time is however, extended for coffee exporters. Buyers o f export coffee may 

deposit such amount up to 10:00 A.M of the trad ing day'l S The designated bank then, based on 

the instruct ions of the clearing house of the ECX, transfers from the Pay-In acco unt of the buyer 

to the Pay-Out account o f the se ll er on 8:00 to 9:00 A. M of the nex t day at the latest416 The ECX 

thus assures enforcement of coffee trade contracts in thi s way417 

<0, Eleni Z. Gabre-Madhin. Building InStitutions for Morkets: the Chol/enges in the Age of Globolization (February 
2006, Addis Ababa, Ethiopia Strategy Support Program -International Food Poli cy Research Inst itute). p. 34 

409 Ibid 

<\10 Revised Rules of the Exchange, cited above at note 310, Art 9.2.2 
411 Robert l. Lerner, The Mechanics of lhe Commodity Futures Markets: Wha t they Are and How They Function, 

Mount Lucas Management Corporation, June 2000, p. 3 
'" Ethiopia Commodity Exchange Proclama tion, ci ted above at note 228, Art 2(1) 
'13 Revised Rules of the Excha nge, cited above at note 310, Art 10 
." Id, Art 10.5. 1.1 
,1lS Ibid 

" ' Id, Art 10.6.2 .1 
417 In this regard some coffee traders complain that there are some problems in transferring the money from the 

account of one member to another and/or communicating same to the ECX or in transmitting the instructions 
by the ECX to the banks. For instance, the author came across a certain coffee export er who was prohibited 
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Moreover. in the unlike ly event that there is contractual defau lt for whatever reason. the EeX has 
a system of settl ement which is ca ll ed Settl ement Gua ran tee Fund one of the purposes of which is 
to sett le transacti ons up on fail ure to meet settl ement obl igat ions"8 As a result, the EeX is said to 
have "zero default system. ,,419 

In the cou rse of trad ing, EeX, its offi c ial s or employees or the actors may cause damage to one 
another. Envisaging such possible circumstances. the exchange proclamation addresses the 
matter. Acco rdi ngly, EeX is li ab le fo r damages caused by actio n or omiss ion of its ofticers . 
d irectors and employees re lat ing to the trading system. info rmation di ssemination, warehouse 
system. product gradi ng and certificati on, clearing and settlement, etc 420 Likewise, members are 
liable fo r, among other things, non-performance of exchange traded contracts, acts or omissions 
r I 

. 42 1 o t lell' agents, etc. 

Some coffee trader mem bers complain in thi s rega rd as well. Accord ing to a certai n coffee 
ex pol1er. if members vio late any penalty clause or the EeX system, EeX gives automatic effect 
to the law and hence penali zes them . O n the contrary. if EeX does wrong to the members, the 
system does not apply the penalty clauses impos ing liabili ty on it. Some ofticials go even to the 
ex tent of saying that, in the words of him, "EeX can not be claimed .,,422 The liab ility aspect 
therefore ti lts, according to the coffee traders. towards the members. 

The other th ing wo rth mentioni ng is that the EeX has its own dispute settlement system. Art 28 
of the Exchange proc lamation in part icular em powers the EeX to issue ru les and procedures. 
subject to approval of the ECEA. wh ich gove rn di spute resolution mechani sm thro ugh arb itration. 
Based on thi s powe r. the EeX has put in place t\\"o types of dispute resolution mechanisms: 
arbitrat ion and conci li at ion. Disputes may arise between members or between a mem ber and the 

from participating in the export coffee bid du e to, according to him, a problem in communicating hi s deposi t while he deposited the money before the fixed tim e 
'I"d, 12 .5.1.2, 12 .6.1 
419 Keith Thomas, Chief Clearing & Settlement Officer, "Who owes Who What": Clearing & Settling Transactio ns, 

(2008, Presentalion), Slide 12 
' 10 Ethiopia Commodity Exchange Proclamation, cited above at note 228, Art 9(1)-(2). Note, however, that ECX has limited liability . Thus it is not liability beyond its total assets as provided in Art 9(3) of the sa me proclamati on .,,, Id, Art 9(4)-(5) 
' 22 Interview with anonymous coffee exporter, Dec. 11, 2009, held at the premises of the ECX 
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ECX itself. Except in the later case, all di sputes are required to be refe rred to concil iatio n or 
arbitration '2) Conciliation, however, presupposes the agreement of the parti es to the di spu te.~24 
The arbitrator/s may use expert opinion at the expense o f the parties for their arbitral award425 If 
the di spute is between a depos itor or buyer and pe rtains to the qua lity or grade of coffee, however, 
the Coffee Qua li ty and Inspection Center in the MoARD is empowered to dec ide on the case.426 

Fina ll y. Art 3.3.3 of the Ru les of the Exchange empo wers the boa rd of the ECX to appoint an 
advisory committee consi sting of ex perts and officers o f the exchange fo r d ifferen t com moditi es. 
Now, three committees re lated to coffee have been estab li shed . These are: coffee exporters 
committee, co ffee suppl iers committee and domestic consumption coffee committee 427 

4.4 ECX and the Specialty Coffee Industry 
Stalting from the near past. multi- face ted coffee labeli ng activ iti es have been done to add va lue to 
a particular coffee at the retail price. These incl ude. among other th ings, fair tracle certifi ed 
coffee.428 organ ic certi fi ed co ffee "~q bird- fri endly coffee. fo rest coffee. etc' JO Others still use 
differe nt mechanisms such as the trademarks, branding, geographical indicators, etc .4lI These all 
efforts have been done to distinguish a particular coffee and hence make specia l with a view to 
taking away of the commod ified nature of coffee and thereby fet ching premium price over 
convent ional 0ne4 32 

'" Revised Rules of the Exchange, cited above at note 310, Art 15.1.2. These two methods of dispute sett lement are selected by th e ECX for two reasons. First, they are important alternative dispute resolution mechanisms to the formal court proce ed ings. Second, th eir negative impact on the future relation ship of the parties is minimal compared to the formal court proceedings. 5ee I'I..-l-\'·$\·.r ?"C·) · ·In.!' ~/V"' t.\(f)") i cited above at note 368, p. 22 
'" Revised Rules of the Exchange, cited above at note 310, Art 15.1.4.1 
'" Id, Art 15.1.25 
"' Id, Art 15.2.2. However, "claims to down grad e the ECX given grade to local grade shall not be accepted." But the justification is not clear though it seems to avoid mischief related to export standard coffee. Yet. it should be admitted that if such coffee does not fulfill the export standard and has been grad ed as it fulfill s so, the inspection unit should be allowed to down it to the extent of lowering it to th e local level. 
427 Interview with Ato Yohannes Assefa, cit ed above at note 193 
428 Fair trade is a market system which aims small sca le coffee producers by establ ishing direct rel ationship between the groups of producers and the consumers with a view to provide additional benefit s to the producers. See Kodama, cited above at note 282, p. 92 
429 Ethiopia is second largest supplier of orga nic coffee in the world next to Peru. Id, p. 94 
430 Ethiopia Commodity Exchange, cited above at note 17, p. 9 
431 Ibid 
432 Ibid 
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Specialty coffee original ly was referring to coffec beans with ul1lque flavors and attributes 
produced from special geograph ic mi crocl imates.Hl Currently, however, "the definit ion of 
specialty seems to re fer to the maintenance of an integrated val ue chain starti ng from where the 
coffee is produced, to how it is harvested and processed, to the roasting and brewing of the 
coffee.,,434 The concept of specialty coffee therefore is connected with different things that add 
value to coffee which may include but not limited to the geographical location, the cup quality 
and uniqueness of character, the cu lti vation system. the environmental impact, the social impact. 
or a combination of these."); 

The important question in thi s respect is who determines the specialty of coffee. The fact that 
specialty coffee is a resu lt of different factors makes the ultimate determiner of the specialty to be 
the consumer. But certifi cation and standard setting for specialty coffee is now done by different 
national and international bodies the pr imary ones being industry associati ons such as the 
Specialty Coffee Association of North Ameri ca (SCAA), Specialty Coffee Association of Europe 
(SCAE), and Specialty Coffee Assoc iation of Japan (SCAJ)436 Moreover, thi rd party operated 
certification agencies which may be accredited by di fferent national and international bodies are 
expanding from time to time 4

)7 In add ition. cert ification for different forms of'spec ialty is made 
at the nationa l level. 

When we come to Ethiop ia, some argue that owing to its altitude, van ous microciimates, and 
varietal diversity as a country of origin. etc. the whole of Ethiopian coffee, has the potential to be 
specialty coffee. Desp ite such potential. specialty coffee at present times constitutes only about 
3.7%438 Even thi s was not traded in the titl e of specialty coffee. In the previous coffee auction 
system. specialty was not an issue. The exporters used to buy first and second grade coffees frolll 

433 Ibid 
434 Id, p. 10 

'" Id, p. 13 
OJ, Id, p. 14 
437 Ibid 

'" Id, p. 17 . This is simply estimation made from the total vol ume of exported coffee and th e type and grades of coffee as there is no government or private body which deals with the subject 
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the auct ion centers in commercial grade and se ll it in the internati onal specialty co ffee market 
fetching much highe r pri ce than the purchasing price4

.19 

Until recently. simi lar situation persisted in the ECX as we ll. One of the grounds that ECX was 
criti cized for by many at the national and international arenas was ado pting a commercial grade 
system based on the class and generi c name of the region where the coffee comes from. Thus, 
once coffee is entered the ECX system, the specific ori gin of the coffee is lost and can not be 
traced. However. the regulation empowers it to "establish special arrangement for transaction of 
bette r qua lity and higher price supply coffee.,,44o 

Based on this power, ECX has recently launched trading in specialty coffee which is primari ly 
aimed at connecting coffee farmers directl y with international buyers441 Consequentl y, only 
coffee producers are now parti cipating in the special ty market.'" Simi larl y. international buyers 
or their representat ives are all owed to buy the specia lty coffee 443 Accordi ng to Dr. Eleni , thc 
CEO of the ECX, the parameters for specialty include the coffee' s quality. socio-economic 
impact on the producer, envirotU11ental attributes, and traceability to the grower. But quality and 

b' i" I . 444 tracea I ily are given greater emp 1aSlS. 

Ethiopia does not. however, have the legal framework dealin g with many of the segments of 
coffee which may come with in the class of specialty except for the organic one in which case 
there is a generic organi c agricu lture law IVhich is no t ye t pract ica ll y implemented 44

< But a 
coalition of the Ethiopian government represented by the Ethiopian Intellectual Property Offi ce 
(EIPO) and coffee producers. some years ago, set up a program of trademarking three brands of 

4391nte rview with Ata Yo hannes Assefa, ci ted above at note 193 
440 Coffee Qual ity Con trol and Transactions Council of Ministers Regulations, cited above at note Art 165, Art 4(2) 
"I Addis Fortune, Dec. 13, 2009, Vol. 10, Number 502, available al f ile:/I/D:/Speciality%20Coffee, The%20New%20Thing%20at%20ECX.htm, last accessed on Dec. 16, 2009 
4411n terview with Ata Yoha nnes Assefa, cited above at 193. However, as most of the producers of th e specialty coffee do not know how the ECX system and/or the in ternational coffee market works, they are allowed to delegate service provid ers who act in th e name and on behalf of the producers for which th e later pay commission of 5% of the total va lue. 
443 Interview with Atc Yohannes Assefa, cited above at note 193 
4,:\1:. Addis Fortune , cited above at note 441 
445 Ethiopian Organic Ag ri culture System Proclamation, March 2006, Proclamation No. 488, Federal Negorit GozetQ, lih year, No. 21 
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coffee. S idama, Yirgachefe. and Harral' in major internatio nal co ffee destinati ons with a view to 
increasi ng the bene fi ts Ethiop ian coffee producers get from such coffee. When the government 
fil ed an application to the US Trade mark and Patent Offi ce (USPTO), however, Starbucks, a 
huge multinational coffee enterpri se mobi li zed the National Coffee Associati on (NCA), a group 
of major US coffee retail ers aga inst the movement of the Ethiopian government as a result of 
which the US PTO refused to grant t.he trademark. Owing to the outcry and pressure made by the 
Ethiopian government. international NGOs like the Oxfam and many intell ectua l property 
profess ionals, however. the US PTO recentl y accepted the appl icat ion and now the three coffee 
brands are trademarked.'46 This is supposed to give about 47 million pound add it ional benefits to 
E I " f~ d 44 7 t 110p13n co lee pro ucers. 

4.5. Ethiopia Commod ity Exchange Authority 
Commodity exchanges are basicall y private organi zat ions. This is true for most of the exchanges 
in the wo rld . Even if such markets a re main ly made up of pri vate actors , it does not mean that 
there is no state intervention at all. At times, " the success of the commodity exchange in privately 
fu lfilling its functions depends to a large extent on the disrupti ve consequences of bringing about 
order. ,,448 This and other concerns call for interventi on of the state in some li mi ted instances. 

The primary example in this respect is the Chicago Board of Trade . the wo rld ' s first advanced and 
most successful commod ity exchange . The activit ies of thi s institution re lat ing to matters such as 
enforcement of contracts may be taken as success story. On the other hand , the institution had 
failed in many respects such as in we ighing, grading and inspection of grains main ly due to the 
fraudulent practices of warehousemen. As a resu lt. the board appea led to the state authorit ies for 
regu lating such and simi lar mallers. Th is scenario continues even today449 Taking such lessons 

<ld ij James Watson and Jeremy Strea tfeild, "The Sta rbu cks/E thiopian Coffee Saga Geographical Indi ca t ions as a 
linchpin for Development in Developing Cou ntries," The Nordic Africa Institute, Poli cy Not es: Trade , No. 3, 
Febru ary 2008. 

'" Yangyang Li . Trode marks of Eth iopian coffee beans' December 2006. avail able at 
file:!I/D:!view articie.asp.h lm, accessed on Nov. 12, 2009 

448 Eleni Z. Gabre-Madhin, cited above at note 408, p. 33 
'" Id , pp . 33-34 
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the Ethiopian gove rnment has subjected the Ethiopia Commod ity Exchange to close regu lation of 
the Ethiopia Commodity Exchange Authority (hereinafter. "ECEA,,)4s0 

The objecti ve of the ECEA is " to ensure the development of an efficient modern trading system, 
and to regulate and control the secure, transparent and stable functioning of a Commodity 
Exchange and to protect the rights and benefit s of se ll ers. buyers, intermediari es and the general 
public ... 451 Specifica ll y, the authority is established for. among other things, ensuring proper 
di ssemination of market informat ion to market actors, promoting innovat ive practices and healthy 
competiti ve atmosphere in the system; dete rri ng disrupt ive act ivities such as fraud, price 
mani pulation abusive practices mi sllse of cllstomer se rvices and protecting market parti cipants 
from same; ensuring financial integrity of transact ions. avoiding ri sks to the system. 452 

In order to effecti vely accompli sh its obj ectives, ECEA has been entrusted with broad powers 
and responsibil ities in the exchange market system. The fi rst one is law making power. Thi s 
power is particularly concerned with enacting of directi ves in re lation to different mallers. Thi s is 
done in two ways. On the one hand, there is a general provision which empowers the Authority 
to enact a directi ve necessary for the proper implementation of the Authority proclamation4;) and 
the Exchange proclamation454 On the other. the proclamation provides specific matters in 
relati on to which the Authority is required to mandatoril y enact directives. These are provided 
mainl y in Arts 6 and 31 of the proclamation. 

Art 6 cal ls for enact ing directi ves inrelation to the specifications. sale and purchase principles of 
contracts traded in the ECX:'55determining the princ iples related to independent auditing 
operations:'56 regulation of the ECX, Clearing Inst itutions. and Exchange Actors and fees and 

450 Ethiopia Commodity Exchange Proclamation, ci ted above at note 228, Art 3(4) cum Preamble, Ethiopia 
Commodity Exchange Authority Proclam ation, cited below at note 437 

~51 Eth iopia Commodity Exchange Au th ority Proclamation, September 2007, Art 5, Proclamation 551, FedraJ 
Negorir Gozeta, 13

th 
Year, No 62, 

' '' Id. Art 5(1) to (4) 
453 Id , Art 34 

~ S4 Ethiopia Commodity Exchange Proclamation, cited above at note 228, Art 31(2) 
<l55Ethiopia Commodity Exchange Authori ty Proclamation, cited above at note 451, Art 6{5) 
'" Id. Art 6(8) 
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charges rela ted to these : ·1;7 Art 31 on the o ther hand requ ires ECEA to enact directi ves relating 
to , among o thers. determinati o n of the mode and amount of contributions made by members in 
the exchange to the Settl ement Guarantee Fund:jRand it s admini stra ti on. conditions of 
withdrawal and repayment, coverage and exclusion , charges fo r utili zati on. and penalties and 
di sciplinary measures fo r non-performance. Besides. the approval of the authority is required for 
rul es and procedures developed by the ECX. These rules genera ll y re la te to the regul ati on of 
trade in the ECX 4

;9 and incl ude the rul es and by-laws rela ti ng to me mbershi p. cleari ng and 
sett lement, contracts traded in the ECX:60 admi ss ion, suspension or expul s ion of a member of 
the Exchange.'61 d ispute settlement 462 

The other rol e of ECEA is recognition of actors in the ECX . There are a number of parti cipants 
in the ECX. The capacit y and leve l of participation of each parti c ipant. however. depends on the 
recogni tion of the Aut hority. This requ irement is tri ggered by the necess ity of promoting an 
effi cient and orderly market system as the entry is based on trustwort hiness of the participants in 

46-order to enhance the leve l of public confidence on the system . ' 

The participants who need recognition by the Authority include exchange actors, exchange 
actors associations. and c lea rin g institutions. An exchange actor is "an y person recognized by the 
Authority who engages in the business of buying and selling Exchange traded contracts for 
others o r fo r his own account. ,,464 Thus. coffee suppliers. coffee ex porters, domestic consumption 
coffee who lesalers . coffee roasters, need to be first recogni zed as exchange actors by the ECEA 
in order to trade the ir coffees in the ECX market environment as provided in Art 16( I ) of the 
Au thority proclamati on. Excha nge actors assoc iati on on the other hand refers to exchange 

' " Id, Art 6(3), (B) 
458 Se ttlemen t Guaran tee Fund is a fund which is held by the ECX and to which each member is required to co ntribu te to and provide a minimum in terest free depos it. Contributions may also be made by the governm ent. See Art 12.2.1 ·2 of t he Revised Rules of t he ECX. 
459 Directives of the Ethiopia Commodity Exchange Authori ty(hereinafter "ECEA Directive")' October 2008, Art 

13(1) 
""Id, Art 12(10). See also Ar t 8( 3) 
" lid, Art 12(11) 
462 Eth iopia Com modity Exchange Autho rity Proclamation, cited above a t note 451 , Art 6( 12) 
463 Tsegaye ci ted above at note 60, p. 73 
46 4 Ethiopia Commodity Exchange Authority Proclamation, cited above at note 451, Art 2(7) 
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members organized in group for the purpose of upholding and maintaining the standards of 
integrity , profess ionalism, and skills of their members 46; Recently, an exchange actors 
assoc iation compri sing members trading in different commodities was established though it was 

. I 466 not yet operatlOna . 

A commodity exchange system is not self-contained. Instead, it "depends on a number of linked 
institutions which are critical to its fu nctioning.,,467 One of these institutions is clearing inst it ution. 
Clearing institution in the context of the ECX refers to domestic bank or similar financial 
institution recognized by the authority to sett le the transactions undertaken in the ECX as 
provided in Art 2( 1) and 2(3) of the Author ity proclamation. 

Exchange regulatory organ ~ role is critical for establishing a viable commodity exchange 
system.~68 Taking this into considerati on, the Ethiopian government has entrusted the Authority 
with ensuring the proper functioning of same. Ensuring market integrity is the other role of the 
ECEA. Ensuring market integrity is all about making the market operate efficientl y, fa irl y, 
transparently and order ly469 To such end, ECEA is empowered to. among other things, take 
appropriate measures to prevent. investigate and correct activities such as insider trad ing,4)O 
fraudulent. deceptive, manipulati ve4

)1 and unfair pract ices relat ing to Exchange traded 
contracts;472regulate the clearing and settlement of Exchange trade contracts;473 regulate the 
conduct of investment ad\·i sors. consulting companies. law practict ioners. accounting 
professionals related to the ECX:474 inspect financial statements, reports and other documents 

" 5 Id, Art 20 
466 Interview with Ata Yohannes Assefa, cited above at note 193 
'6' Eleni, cited above at note 408, p. 34 
468 Euna Shim, Success Factors of Agricultural Futures Markets in Developing Countries and Their Implication 011 Existing and New Local Exchanges in Developing Countries, the Fletcher School, Apri l 2006, P 17 
' " Yld · \'·~· .<' 9"C')' '/0.<' '11\ /~t.I"l')' cited above at note 368, p. 25 
" OArt 2(8) of the Au thority Proclamation defines Insider trading as "the buying or sel ling of an Exchange traded contract using nonpublic inform ation, in breach of a fiduciary duty or other relationship of tru st and confidence." 
411 Manipulation is defined under Art 2(9) of the Authority proclamation as "any conduct which may mislead or deceive market participants concerning the Value and/ or price of a commOdity." 
.: 72 Ethiopia Commodity Exchange Authority Proclamation, cited above at note 451, Art 6(7), Art 27(1) cum Art 

2(10) 
'" Id, Art 6(6) 
'" Id, Art 6(4) 
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submitted to it as required by law or on its own Illotion from the ECX , Clearing Institutions. 
Exchange Actors, and Inte rnal and Independent audito rs·7; In add ition , the Authority may 
suspend or withdraw the recognition it extended to Exchange Actors, Exchange Actors 
Assoc iat ions and Clearin g Institutions where they fa il to li ve up to thei r ex pectations476 

Adjudicatory power is the other role of ECEA. Art 6( I 0) of the Au thority Proclamation expressly 
em powers the Authority to investigate any act that vio lates the laws regulating the ECX and 
related businesses. To such end, the Department of Enforcement of the Authority is empowered to 
investigate whether any person has violated , is vio lati ng or is about to violate the Authority and 
Exchange proclamations, the Directives and/or by-laws of same."7 Ultimately, however. it is the 
Administrative Tribunal which is responsible for dec iding violati on or otherwise.478 Appeal is 
a llowed from the decision of the tribunal to the Authority Board whose dec ision is the final 
deci sion of the authority 479 T he tribunal does not, ho wever. have criminal jurisdiction. 

The Exchange Authority is also entrusted with broad powers whenever an act of emergency that 
endangers the Commod ity Exchange system happens. Emergency IS broadly defined in the 
directives of the Authority. It includes o r the occurrence o f one or more of the following 
events: 480 an act of God, war or terror, force maje,,, " event , civi l di sorder, fire , tlood, or 
exp losion. natural disaster affecting the business of the Exchange; an economic, financial or 
politi ca l c ri sis or any similar c ircumstance in Et hi opia wh ich affects the business of the 
Exchange: any market di sturbance wh ich prevents the market s from fairl y re fl ecting the forces of 
su pply and demand for the Exchange traded contracts; and any other undes irable market situation 
or practice which, in the opin ion of the Authority likely to affect the proper operati on of the 
Clearing house.48l Exchange Designated Settlement banks. or a nv other Clearin g Institution or is 

"5 Id, Art 6(9), Art 18, Art 22 
'" Id, Art 19, Art 23, and Art 26 respectively 
!.11 ECEA Di rective, cited above at note 459, Art 9.7.2.1 
' 78 - Id, Art 10.2.1 
479 1d, art 10.19 
"'so EC EA Directive, Art 12.9 
481 "A division of the Exchange, or a third party recognized as a Clea ring In stitution, provi ding the service of clearing 

and settlement of transaction s and gua ranteeing settlement by delivery to M em bers , on behalf of th e 
EXChange. " Art 3.6, ECEA Directive, General 
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li kely to affect or cause a di srupt ion to the orderly trading of Exchange traded contracts on the 
Exchange. 

If one or more of these things come about, the Authority is empowered to:'82 liquidate or transfer 
outstanding obligations in any contract; suspend or cUl1aii trading in any contract; require market 
participants in any contract to meet specia l deposit requirements; di rect the Exchange to c lose for 
a peri od not exceeding five days, modify trading days or hours not amounting to a closure of the 
same for anyone day . modify or suspend the app li cation of any of the bus iness ru les . 

From these, one can easi ly di sce rn t]lat the ECEA has been entrusted with ex tensive powers and 
responsibili ti es in regulating the business of the ECX, its members and supporting institutions. 
Despite th is. some of the coffee traders complain that the former is not acti ve enough in 
exercising many of such powers. Thi s is also admitted by the Assistant Director General of the 
authori ty.48J I-Ie to ld the writer that the Authority is regulating ECX basicall y through regulating 
the system by, among other th ings, creating awareness, rather than invo lving in routine 
regulatory acti vities by enterta ining specific individual cases'8' 

482 E(EA Directive, cit ed above at note -159, Art 12.2 
483 Interview with Ata Girma Biftu, Assi stant Director Genera l, Ethiopia Commodity Exchange Authority, on January 2, 2010 
484 Ibid 
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CHAPTER FIVE 

CONCLUSION AND RECOMMENDATIONS 

5.1 Co nclusion 

Coffee is beyond simple commodity to Ethiop ia. The life of one out of four Ethiopians directl y 
or indirectl y depends on coffee. Moreover. about than 40%<85 of the country' s foreign earnings 
come from this commodity. [n return , the country realized thi s fact and as a manifestation of thi s, 
it put in place special regulatory mach inery to the commodity since earl y 1950s. The legal and 
insti tut ional framework regulating thi s industry including its marketing has different shapes 
across the three governments . 

Starting from 1952, the imperial government had been taking different measures wi th a view to 
develop the industry and enhance its role in the socio-econom ic life of the country. Some of the 
bo ld steps taken duri ng thi s time include enacti ng a range of coffee legislations dealing with 
coffee quality, coffee trade and coffee regulation and estab li shing the National Coffee Board. 
Despite that, there was no central market in wh ich all coffees coming from different coffee 
producing areas come ami exchange wi th the exporters and local coffee traders until the last 
times of this government. During th is time. coffee transaction was made based on samples the 
brokers and other intermediaries bring in their handkerchiefs and, in the absence of suffici ent 
information. the market actors were left at the mercy of the intermed iaries. In address ing these 
problems. the imperial government took an audacio us of all measures by establishing the coffee 
auction system in 1972. 

The coffee aucti on system with t\\·o auction centers at Addis Ababa and Dire Dawa persisted ---- ._-
until recently. Coffee trade inc ludi ng the auction svstem during the Dergue era on the other hand 
was highly centrali zed. The rol e of the private sec tor \\ 'as thus negligible. The comi ng into power 
of the Transi ti onal Gove rnment of Ethiopi a (TGE) and the adopt in g of neo- market economy on 
the contra ry lifted many of the re stri ctions. Sa ti slied \\ith these promi sing events. the private 

<ISS In the past it even used to exceed 60% 

89 



sector then stat1ed to play it s di st incti ve role which resulted in what can be termed as the reb irth 

of the industry. Conseq uentl y. the country has been exporting record amount o f coffee to the 

global coffee market fo r the last one and a half decades. 

It was in such a situation that the government put in pl ace new coffee trade regime by virtue of 

the Coffee Quality Cont ro l and Marketing Proclamation of 2008 and its subsidiary legislations 

which include the coffee regu lat ion, coffee direct ive and the coffee manual. The proclamation 

recognizes three market centers: loca l market centers, auction centers and the ECX market 

system. The coffee regulation on the other hand shi fted the who le coffee trade to the ECX. 

There fore, the present coffee trade regime, basically. is made up of the ne w coffee laws and the 

ECX related legislations. This work is a study on the contents of this legal regime and its impact 

on the and future of the coffee industry in Ethiopia. 

Based on the legal and practica l research done through the it~estigation of these legislations, the 

wri ter, overall. concludes that the present coffee trade regime can be described, as opposed to the 

widespread contrary views, good scheme in so lving the age-old problems of coffee quality and 

market ing in a way it benefits different market partic ipants includi ng the producers. Thi s is also 

confirmed by many co ffee traders with whom the author he ld formal and informal di scuss ions 

who hold that the present coffee trade system is good to the traders as we ll as the country as a 

whole .486 Nonetheless, thi s doesn' t mean that the present coffee trade regime does not have any 

drawback In fact. there are some shortcomings arisi ng from the present legal and regulatory 

regime and/or its enforcement. 
( 

To begi n with. the present lega l regime and the regul ato ry sys tem it creates are a bit draconic. In 

line \\"i th thi s. majorit y o f the traders with ",hol11 the writer held formal interview ancl inforl11al 

d iscussions agree that the powers and responsibi li ties the present law entrusts to the regulating 

institutions such as the MoARD. regional bodies. co ffee qua lit y and transact ions inspectors, 

486 Som e, however, argu e that the present law does not add va lue to the coffee industry and/or its acto rs. Thev 
believe that many of the alleged value"s of the ECX can be pursued even in th e previous auction model with 
which they are familiar for long time with better enforcement capacity. 
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ECX, ECEA signify that the government extc nds hcavy hand to the sector leaving littl e or no say 
to the private sector. Yes, government regul at ion is necessary given the rol e of the industry and 
the prevail ing rampant limita ti ons. Yet. the coffee market may not be effi cient if it IS 

overregul ated which in e ffect defeat s one of the underl ying objecti ves of the very legal regime. 

Secondl y, the present law is merc iless to the co llectors. It sweepingly dri ves them out fro m the 
market hence can not get li cense in a ti tle or fi eld of business of coffee collecti on. Practi ca ll y. 
however. they are still engaging in such acti vity in no less extent than before. 

Thirdly, in some instances, there l a~ks check and balance system in the sector. In the recent 
controversy, fo r instance, one o f the grounds for the confi scation of the coffee of the exporters 
and revocation of their license was fai lure to sell coffee before the next harvest season. 
Nonetheless, the fact of old crop Was proved by the Coffee Liquoring and Inspecti on Center 
which is a division o f the MoA RD. There is no private or independent coffee li quoring center 
which examines the quality of co ffee wheneve r a di spute that call s for expert knowledge ari ses. 

Fourthly, Coffee smuggling is seri ous problem even these days.487 The problem emanates from 
two interrelated causes. The fir st one is the fact that the price of coffee locally is low and .: .. 
second and the other side o f the fir st o l;e is the ex istence of better price in the neighborin g 
countri es and/or border Ethiopian communiti es due to. in the later case, lack o f suffi cient 
suppl y488 The third and contri buting factor in thi s regard is the fact that the co ffee labo ratories 
were restri cted at the center which in e ffect requ ired coffee producers additional COSt.

489 
One of 

the solutions which the law envisages in thi s respect is establi slUll ent of coffee control stati ons. 
In fac t, these stati ons were in operati on since lo ng.·

,911 
But they we re not e ffective in con tro ll ing 

coffee smuggli ng. Th is is due to t\\·o mai n reasons.<91 First. these sta ti ons are not efTecti ve l, 
contro ll ing coffee smugg ling d ue to reasons such as lack of human power and corruption. 
Secondly, the number of these stations across the country is negligible. 

487 Interview with Ato Adugna Fete, cited above at no te 171 
488

1d 
489 Id 
490 ld 
491 ld 
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Fifthl y, the present coffee legal regime gives rise to some predicaments that need to be urgently 

revisited. To mention some, the directi ve specifies timelines in which the whole coffee must be 

traded. This timel ine seems to assume that the season when coffee ripens is always simi lar. This 

is not. however, always true. It rather vari es fro m year to year. Sometimes, the season may begin 

early and the coffees ripen earl y which may not actuall y conform to the already set timelines. 

Simi larly. the season may begin at different times for different coffee producing areas and/or 

coffee agro-ecologies. This in turn is presently creat ing pract ical problems to the ECX 492 

Moreover, the Regu lation prov ides that coffee graded by the coffee liquoring center and so ld at 

the ECX can not be resold in the later49J Recentl y, the coffee confiscated by the government 

from the coffee ex porters who bought it from the ECX and resold in same, for instance, caused 

controversy in thi s regard . But the government justified its action by invoking Ar1 9.2. 1.2 to Art 

9.2.1.4 of the di rective which allows illegal co ffee to be sold at the ECX provided that it is not 

red cherry or coffee with pulp in which case it is to be sold in the primary transaction centers. 

Some argue that the directi ve clearly contrad icts with the regulation in this respect. But others 

argue that the forme r is excepting illegal coffee from the genera l rul e. In the recent instance, the 

ECX accepted the resale of the confiscated coffee by invoking the later line of interpretation.494 

Seventhl ),. the MoARD and the regional bodies are now issuing the ce rt ifi cate of competence at 

the federal and regional level s respecti ve ly. But the cert ificate is be ing issued wh ile the 

requirements are not fully complied with particularl y at the regional leve l. As the requirements 

are very strict. it is good that certificate is issued for those who fulfi ll ed the minimum ones. 

Burl"·o mai n concerns exist in thi s regard. First. the minimum requirements are not specified by 

law. Hence. they are not uniforml y set in different regions or localities as the direct ive does not 

di sc riminate among different requi rements. Moreover. while the coffee producing regions are 

~92 Int erview with Ata Yohanes Assefa, cited above note 193 

493 Coffee Quality Con trol and Transactions Council of Mini sters Regulations, cited above at n 

494 Interview wi th Ato Yohannes Assefa , ci ted above at note193 
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empowered to enact a law for implementi ng the coffee proclamation, they do not yet come lip 

with such law. Hence, it is being made subjectively by different licensing agencies. Secondl y, the 

requirements that must be fu lfil led must be well thought of. For instance, Oromia is presently 

issuing the certificate for suppli ers who do not have the moisture tester495 This instrument is. 

however, very critical one in the sector without which we can't expect success of the industry496 

Eighthly, it goes with out saying tliat coffee exporters over the wo rld rely on the international 

coffee market for thei r purchase dec isions. This is due part icul arl y to the price volatil ity of coffee 

in the globa l market. Consequentl y, coffee traders use futures contract as a means of risk 

management and, of course, due to other reasons such as means of financing coffee production 

and guaranteeing continuous supply. Futures contract "enables market actors to lock in their 

positions through offering contracts of a pre-specified quantity for future delivery at a pre­

specified price.,,497 Neverthe less. ECX is. currently, trading on ly in spot contracts. But Eth iopian 

coffee exporters need to lock in the domestic suppl y price and quantity in order to meet their 

export obligations. Or else, they must buy coffee today and store for several months or so until 

the date of deli very which is not desirable in many respects. 

Ninthly. there are some shortcomings that negatively affect compet ition 111 the present coffee 

trade regime. One of the essential values of a commodity exchange mode l is to allow maximum 

possible competition . When we see coffee trade in the ECX, on the other hand, we come across 

flaws that may defeat thi s essenti a l element. To begin with, the new coffee regulation sh ifted the 

whole coffee trade into the ECX with ou t leav ing any room to compet ition from any other 

market channel. Participating in the trading system of the ECX presupposes membershi p in 

495 Interview with Ata Adugna Fete, cited above at 171 
496 In fact, Ata Adugna said that this and many other instrum ents are not avai lable as desired in the local mark et 

and even if they are, th ey are expensiv.e ones . But from the point of view of the overall develop ment of the 
sector and international competitiveness of Ethiopian coffee, quality which is the most important thing in the 
global co ffee market should not be compromised . Therefore, as quality pays, the advan tage of issuing the 
certificate to many suppliers by putting quality at stake should be compared with issuing it to relatively small 
number of suppliers who can afford such strict requirements 

497 Eleni Z. Gabre-Madhin, An Eye on th e Future: Can the Ethiopia Commodity Exchange Succeed Without Fu tures? 

May 31, 2007 
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same. Thi s in turn gives ri se to mulfi-faceted implicat ions. To begi n wi th. any person who needs 

to engage in coffee trade must be member of the ECX. 

Secondl y, if the ECX rejects an application fo r membership in same, that in effect amounts to 

prohibiti on from participation in coffee trade as that is the end of all options to engage in coffee 

trade. Thirdl y, thi s may be entry barrier and to such ex tent undermines competition in the 

marketing aspect of the industry. It is to be noted that the re is on ly one commodity exchange in 

Ethiopia. The fact that there is no any other sim ilar o r any other model other than the ECX in 

particular may tempt the later to extend heavy hand in the coffee market unless due oversight is 

exerci sed by the supervising agencies which many coffee traders complain for its absence. This 

may be di sincentive for those who need to engage in coffee trade wi thout being members of the 

ECX for what ever reason and ultimate ly competition. 

Tenthl y. Recently, ECX has started trad ing of specialty coffee. This is a step forward which 

should be app lauded. Yet, the drawbacks existing in that regard should be appreciated and 

reso lved. In thi s respect, the primary concern may be on the parameters currentl y in use for 

categor izing a certa in coffee as specialty in the country. Now, a particular coffee is considered to 

be specia lty based on its specific geographical origin. But we have seen in the previous chapter 

that the parameters are many and include specificat io ns regarding the processing, roasting, 

brewing, etc of the coffees which ultimately gi ve a notable and di stinctive character. These 

things are now lacking in our case and shou ld be introduced as soon as possible. Secondly, the 

spec ialty market does not currentl y have spec iti c legal framework that governs it. Even the ECX 

has introduced the specialty coffee by simpl y modifying the ex isting contracts and does not have 

spec ific rul es or by-laws dealing with thi s market. 

Finalh·. the coffee industry in Ethiop ia has its own peculiar features whi ch make it unique over 

other agr icultural sub-sectors in many respects. To begin wit h. the industry is a cornerstone of 

the country 's econom y. Second and whi ch unsurpris ingly fo llo,,'s from the first one is that the 

industr\' continues to be highly regu lated. Thirdly. the inclustn's market evol ution particu larl y in 

recent times fol lows an extraordinary pattern in the sense that new market concepts that add 
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value to the commodity emerge at d ifferent times . The trade fa ir cert ifi cati on, organi c coffee 

certification, branding trade marking, geographi cal indication, etc are among the manifestati ons 

of this pattern. And special e ffort s and devoti ons are required to sati sfy the complex demands of 

the CUlTent consumers. 

Taking such and man y other things into account, the fact that coffee trade is shifted to the ECX 

market system is good thing as, if properl y operated, thi s market system is estab li shed to deve lop 

the country's agri culture through modernizing the agricultural market. However, thi s writer 

believes that ECX is no t enough for the coffee sector due to the aforementioned reasons. 

In addition, many coffee trader members believe that coffee does not get an attention which is 

comparable to its importance to the country in the ECX . The fact that ECX is a multi -commodity 

exchange has its own repercussions to the sector. Coffee is traded with other commoditi es in the 

same manner as the late r. Taki ng the Exchange Board which is responsible fo r the overall 

functioning of the ECX, for instance, it has eleven members and six of them including the 

chairperson are appo inted by the MoARD . The remaining fi ve mem bers come from the members 

trading in different commodities.m This may make the ECX to overl ook the special ro le it plays 

to the country's economy and the special treatment of the commodity such as undertaking 

extensive market researches in light of the evolutionary nature o f its g lobal market. 

5.2. Recommendations 

On the basis of the findings o f the research in general ancl the concl us ions drawn above, the 

writer recommends the fo ll ow ing poi nts which, he thi nks. \\'ill contribute in mi nimizing the 

prob lems that ari se out of the present law and/or practice and enhancing the posit ive aspects of 

same. 

I . The ro le of the pri vate sec tor in regul ating coffee trade should be increased. It is to be 

noted that the pr il 'a te sec tor is often times in a bett er posi ti on in o l'e reom ing market 

related problems. hence del'e lopi ng the industry. So. e mpowe ring the pri vate sec to r in the 

498 Ethiopia Commodity Exchange Proclama tion, cited above at note 228, Art 11(1) 
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industry fo r main ly se lf- regulat ion rather tha n esca lating government regulat ion should 

be the direction as opposed to the contrary present trend. 

2. The problem created on the collectors by the new law should be appreciated and solved. 

Given their number, the experience they developed through time in the field , the level of 

unemployment that will be created as a resul t of this law, the government should come up 

with a solution that wi ll enable them to participate in the field of coffee trade. One 

mechanism o f doing so may be organi zing them in a form of micro and small scale 

business so that they bring their ind ividua l money together and engage in a business of 

coffee supply. Alternatively, they may keep on engaging in the coffee trade as sub-agents 

of the suppliers for whi ch legal back up is necessary. This eases their problems and has 

its own role in so lving problems of unemployment without compromising the underlying 

purpose of the law. 

3. The following so lutions are suggested in respect to the problems of coffee smuggling. 

First, a series of awareness creation and sensiti zation activities should be done. Second, 

the producers should be continuously enabled to receive better price and, likewise, better 

share of the market price of their produces. This may be done through what the ECX is 

doing now in respect to specialt y coffee in whi ch case coffee producers from specific 

areas transact coffee with foreign importers. The fact that the coffee laboratories are 

being established in the coffee producing areas also solves an aspect of the problem as it, 

at least, reduces the cost of coffee transportation to the center in Add is Ababa. Thirdly. 

border Ethiopian commun ities should get adequate access to the commodi ty lega ll y. 

Fourth ly, there should be better law enforcement including the penalty clauses of the 

coffee laws and the anti-corrupti on law. Fitihly. the government should increase the 

number of the stations and should equa ll y and adequately staff them. 

4. The writer suggests for amendment o f some pro,· isions of the present co ffee leg islat ion,. 

The first one pertains to the provisions of the Directive which put spec ific timelines with 

in which the whole coffee produced in one season must be traded. In thi s regard. the 

directive may be amended in such a way as it empowers rvtoARD to determine the 

timeline each yea r taking into account the realit ies e~ i st ing in each harvest season and/e.r 

the specific realties to di ffere nt coffee produc ing regions. Alternative ly. it may be 
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amended in such a way as it changes the present rig id timelines into fl ex ible mode in the 

sense that the present ti melines serving as general ru les and empoweri ng the Mi ni stry to 

change them whenever there appear such c ircumstances that warrant so. The other 

prov ision the writer suggests for amendment is Art 4(4) of the regulation which prohibits 

resale of coffee bought from the EeX. As thi s prov ision caused debate recently, it should 

be amended in such a way as it excepts resale of ill egal coffee. 

5. The problems in respect to the cert ifi cate of competence shou ld be reso lved as soon as 

possib le. In thi s regard. the requirements that can be to le rated for at the moment should 

be, fi rst, we ll-considered and be prescri bed by law; and secondl y, the requirements 

should be harmonized across all coffee producing areas and regions. 

6. The challenges relating to the check and balance may be solved by establishing 

independent organ which oversees the proper en fo rcement of the law. In the case of the 

coffee liquoring and inspection. for instance. the problem of check and balance may be 

solved by establishing an independent organ andlor experts that exami nes the oldness or 

s imilar instances of coffee. Alternatively, such problems requiring expert knowledge 

should be examined by a panel of experts drawn both fro m the govenunent and the 

private sector so that the concerns of both the government and the private sector are 

equall y add ressed. 

7. EeX can not be successfu l without introducing contracts for future de li very499 The 

so lution in respect to the type of contract is that EeX shou ld start trading in futures 

contracts for wh ich it need to devi se the infrastructu re as soon as poss ible. This is even 

strongly true in the coffee sector due to its importance and that over 90% of Ethiopian 

coffee comes from poor farmers who may at times lack mone y to finance inputs fo r 

production at eve ry season. 

8. The aforeme ntioned dra wbacks rel ating to competition emanating from the EeX system 

may be so lved by letting the prev iolls auc ti on model continue to trade coffee as it gets 

legal recognition by the proclamati on. Thi s may be done by making a corporatio n 

prototype li ke the EeX and modern izing it by recti fying its previolls flaws. This enables 

market parti cipants to opt fo r one o r the other based on the merit of each. Alternati ve ly. 

499 Eleni, cited above at note 497 
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competition may be achieved by empowenng the private sector to establi sh pri vate ly 

devised commod ity exchange which may be supervi sed by the ECEA in the same way as 

it does in respect to the ECX. 

9. In rel ation to the spec ialty coffee, the writer suggests for , gIven the comparati ve 

advantage the country has in the segment of the sector and the additional revenues that 

may be made from it, putting in place of legal framework as soon as possible. This may 

be made by issuing a regulation or a directi ve. 

10. Finally, the writer suggests, .g iven the coffee industry's rol e to the national economy and 

the peculiar loca l and internati onal rea lities of the industry. establishment of commod ity 

exchange specializing in coffee, i. e .. coffee commodity exchange which may take simil ar 

form as the ECX. 
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auIP OJ/,· :1' OJ· ' ) ,rL;J"7 rTJt\:: I'll ;:J'il1; h "'I m:l't'\ Y (l} ' fl"'7 11 O~ 'I1C'IIC 
6 m I' '1' 7 t'\O (l}' (1(, fl t ~..,. ·t·y,e. tl ,e. 7 >;' t\ : : fl "'I 11 L Po 11 C 11 C 4 
I' '1' 7 (10 (l}S (' t\ (~ (fO n' >;' 9" 11 h cd· tHl.U 9". '/'? 11 h C ;e V' 'I' >;' t\ . : 

, , 
5. I'f,V·'I· aot\11 IPh(;]. "'l.YtLY 6 '1'1 2001 fl ·I' ~t. .I'. 'flP'fl, '1".'1'3 7,'1 4 ft,e. 

f'(l}() '1 'fOJ' m·I'\ 'I,9':h l\(I"(l}(), )'fl:l'(l}·. fllS/7/2001 ·· fl·r~t. . ~'flP'fl, «1'11:1'+ u'!L ;J7""1, 1'?"l1hC (l}L 'I' ;" 67P,,, (l}·I'\'I, ao'/~ti'l'r. , Il.lfl fl.l'.lfl· 
f' 1'1' t'J 17/1/ «flt!. U ,I','} 'fl f,, 'I' t'J 16 l"fl:H' "'I L 7 /"!'I. 1'9"11 h CCoL ~,;+ 
1';:r7,J'.fl'+ ------- ,e.,?f]";. M;:r1'9" Illf ')nfl:S 1"7S!: P? ~,e. ~IP"'It.;): ·} . . ., 1''''I,Y''7.1'.' flao If' ~- '/(l}': : 11M!. u ml, U n h' t\~, I't L fl")' I',e. '?fl ~ " {,fl,,/: CIJ' S!:T 
t'\. lf·I ,e.7flt\:: , . ,~, 

,~. " 
11 Mi V .e. '7 fl"; fl,e. n.e "7fl~ "'I aot\ h;l: ;I;(l}' .«1' hCh"r f' ,70"11'» fl""l.t\ 
yn.fl+'1 1' ·I·hflL(l}·I 'f./fl,"'" P,"i'l'r9u I'rnl"I'fl+ aolf'I' I'u'? l' y,~ I'\,e.lfl 
I''f.~ '/7C 1',1"1: fl ao lf'I''1 ' fl"'lilLli9u Yt\:I'.I'.7t. Mlf'l'l fl"'lIlLPo 'I1C'tIC Y'I' Lfl+ "'IliOi9"')~ 7,'P'.'I'Cfl· fl.U"7 h ,\1 I t'\hCh~ ao,Mb I'lf'd' I I' f' V· 'I ' ao 1:\ Ii 1 JJ eLl. (l}·'n,9"-j'. In· I '1' h +rr, Y ()an t.fJan / ) I''''l.YI'\ ~ 
f] t'\ anlf'1 T(l}' "'Iii 0: I''''IT L·f! aO'f!;:r 'I' (l}' ;:r t\ ~ fltl.V L 7 .\',. 1'." L fl(l} · 
,e.'?fl~ f,n,'h;:J'Tm' (l} 'S!:T t'\ . .I'.L'? ,e.7flt\ :: 

6, ,e."7fl~ fl,e. "1' J','?fl"\ fl,e, ;"~;:r9" .)'." fl""l.t\ COIl pC \,: , V'~' ao i,\11 IPeLL, 
(1).1'\'1.9':)" f"P;O'1 .l'.In·1 f'rTJ()· naolf'1T(l}' )"P,:ti~t'I .m . .e.l'.: . 
6.1 fl.e.'?fl '~ (,fl"I: ;:r'f(l}' '1','1, 1 f'f'V"", t7~t\1i IPeLl.(l}· (l(PA: h'1 .on· flu,? f,(l} 'eLl.m' flp? ft ,e. 7,'P,.OJ·t'l · hi' (l}()'I.fl ,r ''' ') . fl &..')' (l}.\'.:1.ft 

flao(l}() .\',' Y nt, "7fl·fl ' I' m ;" '1"fl;:J- t\ : : t'\ H. u?" t'\ ;:I'm n fl· '1 aOh(;]. (l}' 1';/"1"+ 30 '1" ) 2002 hao9u rTJ ' l, fl.Vr IIt\;:rmfl fl''1 .\', ,?«(O aOIiLl.(l}· 
1'C 30 '1: , 2002 h?"?"rTJ ' l: fl&.. ·)' flo'lY''f: hAl.\',' 1':i"C)' tldo/flll ,e. 
' I' h "'I1~ ~ (1' t\ n. fl t'\. A,e. ): t'l' 9U fl ""I. t\ y." L fl' ;/. an h t ht.f"} fl 'r aD t'\ h 'I' _l'f,V·'I ' a ot\11 ()h(;]. I'(l}()'1 T(l}' Mi·P'.I'./;· 'e' (l}1'\'LY':r· r),7; h(l}fiJ fl"111 Il.lfl (1(, '/')>; I' aD 7i;J7 ty .\',' I ;J7,fb:f f' I'I'?,' 18 . ,e. u :t. '? . 'I' b..~ "'I. 
II ,e.lf, 1'''"I.'.f-t\fl+ V,'I.;:rl .l'.1'?"lt\:: flIiU9u (,'I'p,. hau(l}·"1·/: flt,i' 
flhChC---1.~rt'\ · 7·P,r-:/·' 1 M ' 1''''I,e.aot'lh+ aolf'l'l .l'.1'7"1t\:: I' ,e.'7fl"\ I).e. 7· ,'~.e.~'" h;h'/' fl&..+ "flhChC lie. t t'l" flt'\ao lf'l ' 1';',7' .\','1 ;J'I,9'l 
' I' t, ~ "'I. ,e.lf' '1 t'\ .: : h Ii U fl ·/' m, (TTl t 9" fl J':', fl · A I 'I' 7;' 2:; .1'.1 fl· I I' ""1,:/' L I '. "'I/~:(l}'9" .1'.I·fl'1 aoaotY flll.U .\'. ')·fl II,e. fl ·l·aot'\h ·h 7·P,P·'f II ,e. 
·1'b.,~"'O+ h ·i.\'."'I ,e.~oL(l}· 1'.\'.'/77 flaotf'l·7 ·,".~ flItu .\'.'·fl aO"rY'" f,·7fl ·(j 'I (!J.:: 
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6.2 .e·?/j ;~ /j .e O.e·?fl ;~ ;" (" :J' 'l' (J] ' "'.": 1 I'\ ,e ('~,U " I ' dOt\O om. fo°l.~: 
(J]1'l'1, !'\aoorn+ h r),P'C 5 ", '} 2001 J>:9''' C I-"t\ff] ' } ,f'7";(J]' ('9'''C ')' ~ 
" a D'} hOTU:aoCO+ r),PrC 1 ",'} 200i ;JC Or),'? {,(J]·m.cb· tf'} " "On" h '}p'.')(flrn?'" '1' .I'.C'1t\ O'T'l,t\ (," ' L 0 (J]. ,e'?fl '~ fl,e MO'O,}'?o+ .IWf'OJ·'; 
.I'.~I"'I {,dOnl-jh+ (,a'l.,l'I'l.e hdOtf~· (J)·m n'T"O'T' n'I'.I'HOJ· ')'Pr,e ('l7'l,t.,e .I'.(J]· (,M":: ,(',('\"/:W" ;','7 t.OJ·m.(J)· hrh~C 51',} 2001 '1.?'" 
;e:9"C 7,/Pr.7S .I'.I'.L')(J)· (,O·e;' ')on (''''Z..I'O+Pr.I'.·L(J). dO/n, '''' 
h " ' ~l; ~l;O'oO')' ;JC 7,'}P,.m(lW"e;' ,x'tbn-:r'9" M·e;' ,}'7Y; I-"Ir, t.ao'{: ('tf~· 
9u )'n.p·"·T'} 'f' h+no 'I(J]' :: nttu ,).P,,e 1'\,(', {,';Yo' h<t:.,·<;, ('~ ')/'O 
~I'\t:I'I'+ '} ("H'ihdO dO'}'?O+ (''''Z . .I'(J]frvr'(J)· ;','(0)'- ,,?Mnl·'} nO'o,)'P,'''' 
;:I'b\'lo 'I(J]' dOfln · (,'7fl·m -)' (,tbn(J]' nO'0u"I' n.;:I'·L?", ('lTTJ., ')fl i'Ltf'} ;','7 M)·(.J;].(J]· .eu'} .I',~.L,)O')· 9'''11 ';.1'+ ' hlro, heh'? (,(J)'(,J,l.(J)· rn,(',4'(J)' 
O'OLPr+ ,e·-)"-I'\n·:: ;',')'(: n(J]rn' : '100 -), 1'l,e'T"I'\'fiii'· ' \'9"C ')' tl 0'0 '} 
.l'n6.n+ O·e;' ~,ha'H" I''1't\ O'Ofll'\'f(J]''} ' t\;j>(J)ao,(' t.'I'\1:0+, U·'b;J'?'" 
(';',,? dOLVL-)' ('tbn(J)' Mflt\ fl.tf'} ' (, -l't.7.dO(J)·?'" {,'1':<l'.';e;' yo,}o"; 
'I' h+n" OO'otf'I' (J)' .I'.';" t'ltf'} ,(',,)flt\:: 

6.3 ,(', '7 (] ') (] .e (',(', '? fl;~ ;" /"';1:' 0 "'Z. (,\. 0 "',"" , 2 .I'L 0 .. }. (' {, in: dO t\ i't (I d1. n.on· {, ' }<lor. 16/ 1/ (''' 'Yo'I')') 'T'4 .• I'·-)'- ' ao6.7-,o'1'l'(J] ·'} l'l.l't:';7'T' 'r6"lY: 
(J]·I'l'I, 0'1,· /·t\ 0"'Z.t\ .I" I'Lo·,i· '} O,,; ;onh'" ('~,'PP': ~,,} 'I'r. 13/5/ : OYo10' ~,,} '1' 7' 20/3/ 7, e;' o 0'0 dO t;f'(J)' ~,,}'I' 7-,' 7.2.1. 13 dO ;J tl 'I' h'}~. ;:H'i'7 ". YOC"J M&.,I'\').(J)· ~;J'P' i,C?:"y.,} dOaJ·O.I'.·'} ('a'l,Yo'/'7'7 Oo:otf'IS htLV?", 
O'h:l;], ' ''I t ('0''/ p,./ ')'0"''''' (,f'lm(J)', dD t-..o . om 'T'4.'I';'"I': " Mi7D6.,7.ao· 

, ht.;J"l(T1 ~(J]. ,ev'n?'" i,(J)·'r)' n-ry,oZ:1{ l lCllC 3 ', he;' ,11 '('f'1 t'IO OJ· 
, l''''Z.yot.P, fl. tf '} ("I'm ",(\'+t-. ~'1°Y'1' <," :r?'" n 110'C <t:/111,. l1TJot.P'~ · 

,(',··r·ttt'r : 

'.I't\ ·hUlO''' }I'}"'Ir+,} O'I'aonh 'I' ?" d06.fJr t'l:1(]'f(J)· .l'tt't.fJau,1· (J).(,\. 
(,M" n"'IM' dO'n' ndO'n' 11 Yo OJ· ,e1'Ln' h'}:<'{. .l't\6.iJar>- ')' (J).(,\. 
dO'i'';' '} ha 'l . .I'L ;J '7rn(J)· h ·Orh,t.'P. fl,}11 ("1'1'5 dOt.Y. 07JI. 6'T't. :), 
O ~, a'l C<;' .l't\ '1" 1' t. "J;o O'? t\7-,' .I'L;J",tl-j t\ :: / ,(', V'} ' (,l1TJ.Yo t.P,. 0 l1TJot. Y. 
l1Cl1C "' , ' /1 5 \"1'1M(J].' OAflt'r)' 'I' .I' ,etl ,e ')<;' t\:: (,?"'C+ Hun 'I ' 
.l'nt.O·)' O·e;''}?'' O' I' aonh 'l' Ofln'T" Y9-'l' (,t\ "' t.;J1rnau nl1TJn ')' (,'T"h';'+,}e;' ntl.V 'I?'T'C (J)-o'T' (, -1'1()fH"} ',e'7(]')fl,e; ' hl7'l,n+ OOf"~C 
o l1TJ 0 t. Y. 9U 

(' ,I' Yo 1 6. t. ,e YoM" h '} Yo v'7 'T' .1"'1 r t'l '11'l (' l7'l, ') (] (J). 1 . Pr,e 9" {,,e.I'.M":: tf 'i'9u '? '} O-e;' 9" '"I': 1-P'~ Ol7'l, dO n h ;:r;f(J)-rp Ir -'f,e;'ff]/Y9" 
l1TJOht\ fln'T" .l'9-'-'''e;' (''?'OCe;' "711,(',+ P,,(',/,.,I1 "" /"'+ (]MO .l'9-':r· 0ff]Q9" 
r C dO IF CJ 00 ;1:' 0 ,t 11 0 .I'L;J 1 rn- 0 ao tf'I' ;" /,.,;1:' 'r' (J]. + , 4: 2 .I' 'I' I. 0 ·1-
O'O-n· ndO'l'\ - (I)'.r:;,' n;lfl.e'}(]t\ :: ,e,VT; 7,Ol·'r"i-O a'lM.y. 'nellc 
' I',"!'T'C 3 ("I' 1M(J)' YOt.P,t\:: Ot\~' ({°.l'1· <;' rol1c~+r ' n ;t.;J1'T' 
('l1TJ::r.t\ '/ (J)':: 

6.4 .e:?(]') (],(', n'\? '?fl;~ ;",:.;1:"1'01' '1' .'1'3 I'\,e ,.1" 1'1.0':" 7,CJ ('LV(J)h+ ns 
O'Om'~ 1'l,(',1n'T' .l'n .. )· (,O'urn'} 'T' .1"1: ' i,'}:I{. ('LV(J]';'-'" O·CJ 7,'}P,n 
"'laoCJ'f(J)- '; O'?Ml .I'''Iyt\:: ntl.U ').P,,(', , I'\,e; i'L'/1'l ('<7'].l·n(J]· \,aorn'} 'T'.I'<f? 
I'l,(',tf '} ('~,V"I ' O'ot\o om. ('(1)0 e;''f (J]- M ' I· P,.I'.Ir'P. (J]-I'l'l,9-'~f''} nao(J]O'} 
('<7'] . .1'0:.1' (J] ' O-CJ (' dO LV (J)1r 'f (J)- 1' P,,(', Mtf'l ~,O. -I' ;:I' 'f (I)- (J). Yo' l ' t'ltf'} 
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,e71lC\: : I"om';")' OS'} 78 1"0'<;'m"} ann)'} 1"0000.,f'<'IJ!. 0T'f{Jt.~ n<"I{Jt.~ 
1/Cl/C ·/··.'/!'PC 6 1" ·/·7I1Om· OM t '':' ' ' /' ,f'J!.';l C\:: ntLV' ~'P11 PC 
1"7110+ OSm·'} m.1? m.!Xl. U7C o an l'\h 0· <;' <'I,ectt.»; m·A ~,C\7llr ,f'1'\ .. r 
I"v'1 anUJ t. ,). I" 1'\,l'\ m' '/0)':: O'<;'m' I" 1'\. 1'\ ' I'm · {Jl'\anU"/'9u 00T'f{Jt. ~ Y.. '1 t.m· 
,f'1'\t. ;J7rn· {Jl'llf'l t\oO <TDM h'Ff7t-I'\'}:: U'<;'r ' "I'} J!..'11l1 1lJ!.<;' 

(TO'UJ (t";I:'I: m· 1"0,<;' 'P;J (\.bL),9uC J!.:r l'\C\ ilcnz.C\ OT'fht.a'Ffm· l"tl'}~C' 1"0,<;' 
~b hfl ?'C-'I' 7n. h~,9u<;,m' ;JC (Vl' ,f',e ~,()h 25% 1' <;,71 'OT'f<'ll'-t.'} n'1~<;' 
fl. '} .I?·{J+ t "'/.'}{J '}· C hO'C A·P. '1COT'f '0 ';' I'Hrn'5 mC t?'C'r 1'\,}'1Y..S 
~l. '} .I?· ()+ t 7':<ln: 1:"'l. I1"'Z':1; ,f',pt. o· c'lU''} hO·C I'h.toY..'t ,rn1' 1'\,e. 
"'l.'}() ·/;C?" 0 '1't\J'~ 'l.11,J'·I'1·0'011·'IJ <T07<;'~ 1"'/7t·,,'} I"A.hfl?'C ')· .0-<;'<;' 
0 ~,rn .9'I'\,e?" 1"/7t.·,:,} h.I1~""."l.I"cnz. 7,'1 (TO'U"/ .'} Ml;J· m·,,''PC\:: ,e.v .f!.. '1'10 
O,e.oi· l''''l.;J-m;'' ~,m"r'f' "·Y.C7" (\.7J!. 1''''l.:rC\ OanU"/' '/7t'l: ,f'ffj :fm· 
I"(IJ .(,J~ ?"'i'1tv ·I"M" an 11 1'\ . A''lll ·fl'd· MtLl'\m· m·Y..· ·;,' c'lU',) J!.71lC\:: hl1,v 
O·/'tU.;"'l t?" 7'P,~ o "'l.anl'\hTm· IlMc\ffj'} I" ' I"/?t. hro·~,)· ~ro: ;: (v;A~l.-r::~) 
~ n.toJ!ot rnq,l'\ J!. "'l.lC hO'C A ~P. anM tb<;''e<;' 1'~,.to J!ot . • r/I7>J.~.{J·)·C 

hO' C ~, ·r· M.o· Mo ~,'} ,<l.IJ-9" ?'.<l~ 1'0'1pol'\h71'm· I"~ 'OC<;'<;' ?rnC 
C\ 0'1 ,). 0'7./ C P')b;:l' ,e. '111 »; Il,e. '} bL). r C' 0 an 011 Ml \'0' <;' ., '1'\ h. p :,. 
I' ~bhfl?'C ')' O·<;' '} hanUJmC ;e:9"C' . 1'cnz.,f'Y..C?·+ V?"i fArn o,p MtrC 
,!'.f!..t.om· '} I' h.I1<;'cnz. 'h M<;' O+tin l'\h ' l' {1{J·OM.9'l'- . I' anh.;.O')·<;' hC?""" 
~,·}P,. ,f'.\'.C?· ~,l'rrn'} 'r"''PA:: .e Vi hm·~ ')·'} 1""'l.f{Jt.P, (]OT'f{JL~ ""'£l'C 
"·."! rnC 8 I"?MJm· o <J:/n,,). ') '6 '11' <TOA{J o !Xl. l'\.f<f' t.·O ,e.:r·I'\A:: 
U''."?'' 'I' ,<l~ OIlMAffj'} 1'~7t. <;'Ofh/ rPO' OM, ')·I''''l.7mr 0u6U'~·?" 
<J:/o.'" 1'\."'Ol'\m· ·J',?IlA:;

' 
.~ flit-V' '/'1'·0 ()C J!."l1l1 Il,e ' I'~V: ~' uvA() oro. ·,· t. hfl.fl'\u, 1-]1'\1 0·<;' 

(J) ' I'l'P " ' o(Tl c'lfO:P ' I"AU·'j : ant\{J UJ!Xl. aD'orn:') h,f'mip ~,A·H'irnr 
'OI'\~~A o "'I. A .1'</'t.0·:/· 1'\11.1) h ChC on '/ 't'j 1'U'~(]j. f M .fP,Y..C m'<'I'b 
m·()'P ~,A·/··ornr I'cnz.A <'I,e.lf,} . I'rc+ lIan~· fl'\t.O+ . 0· <;' ,e.Hm· 
an?·17'1' m·<;, I'\,,",?" ,e. '111»; 1lJ!. I"hCh~· ~,<Toffj'P O"'l.A C 6{J PC 

. I'T</'anrn· h<;' OM·/'P,.\'.t-'e m'<'I'b,9>~ 1"/' 7I'\fJ+ 9uh'},f'·P.1· <;,1'm·:: 
,e. 'b .f!..?'1" hM·j·,<lP,.\'.t-'P. m·<'I'z.m· "T."·O'P m·!Xl. ~,P'.{J l"'h~.Ot.h MilA 
O<T°U"/. ·""' Il ,e.'r'l· I'l'\mp:: OUoz.ftl.f 6 'p' i 2001 0.r I'AV"/' anC\o 
UJ(,t). O' /· .'/, j h<;' 2 I'\ .e I'm{J<;,'fm· (n ·<'I'b,9>:'·'}l'\uD:J'm9° Nt.O ;::><'111 
htJ"/ htLv C6{J O,Vr 111'\'+ an~(l:'· 0"'l.?1l ' /·?MA·:: ~ ,e."71l1 Il,e 0 ,e.'1fl'~ M ."'71'm· OtLU· "".</! pC!}ir f 'I'LIl1'm' ?<;' 
' /·n/ -Y· 4 mC fA'1"l'\m· <ToU'~.'}<;, I'\V?C m·{J'P ?Of l"cnz.m·A O"'l.A<;' 
hA.'l-\'·:>'f 9"C')' ?Of "'·771 ' ,·m· fA..,· t.hll1'm· 0'<;'9>'f'} fl-/'anl'\hT 
hllV C% O,{,·)· 111'\'+ 7N· l"I"Ot-t-m· MLV ' '/'P'O OantlM ')' 
hl'\'1I'\C\ : : tLtlm· «h'}tl.V V'I'\ ' 1"0'<;'m'') 7th · 1"cnz.f{Jt.P, 0T'f{Jt.P,,9>:): 
OanC\o o !Xl. h;e:· J!.7<;' 1'\·» O"'l.A f"'t.O+ 7·p,n f{Jt.P'A~A fl'\+'} 
0T'f{J t. :6,,9> T 1'0T'f1' t.·o ;::> I'\ ,{, ',:,. I' t-<'I 'I'm· h '} P.. an A 0 o !Xl, h ;e:· ,e 7<;' A 
"'7 M· '0;1' 0T'f (J t.li 7, '}.<\<I' t. o· 1'\. f 'l'l ,I' 'P C ~, ,e :): (,\90 M tL v I' ,e. "Ill »; 
~,O.;:I·· ;J·:rm· <TO· 1'\. l'\an·l'\· m· ~q, I'\.U',} ,e71lC\: : ,e.'1 Il»; 1l J!. O,e'1Il:~ M ."'71'm· "" .<" .. 4 f"'t. O·')· 7·~ 1'\ ·P.:-'~'} ~,,}l\C9" 
"'711. I'U" / 'l.tb fA" .uJrn1 ,roU' ~''} Ocnz.A f"'t. O·+ uo:pm"'l.fl 
O' I' <TD l'\h 'l' 1'~,7 t " "'} ~t. I1~o"'L I'cnz. 7p, : 1''17Mo'} l'~bM?'C+ n·<;' Pt­
I'cnz.o .\'.· C\ 1"'/7 t'l: ,} I'm'bR 9u '}ljt I'.cnz. 'p,}() <;' 1'\,1'\°1'9u M, 'PJ';"I OY.. 'HI 
1"'·7M· 'Pt,. -I'1· <Tu/'.fJ°'J'['m·'j f""hO';':/' I'h .. t~ . P, .. t nl1' 1'\ ,e. "'l.'}()+C 
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7,<i ?n/mil' l\,e "'l.'I.i'l'I;C 7, 'H'.II.U-?" rPr~ 1''''1. t7Dtl h;!-'fOJ' I'''H1C'i''1 
'1mC (,\ "'/') . "'1. ~.rI'f;C "'1.1C J',)b;!- .£', "lll»; Il.£', fH-m<-.n'f· ·tlNill 
n ,'-M'~ "/II,.f"}- 7, ,}.'l,.f'C aD ' I' " . '/7 t- ;'~OJ' '1 n'l:: 7. tI. I' -j- Off] ,,' OJ· M anlf 'I ' 
n,e,,· 1''''Z.;rOJ;'' "-J'.C ', n. OJ ()J': I''''l. '1 11 c'Llf,} .£', "lll '~ Il.£',?" .£',U'} 
I''''l . .f' OJ· ",'1 n ,p. 7. tI. I' "'0 11F1' OJ· 0 an If'l' .f'tI LA(,\ : : ,e V 'A OJ· H· h "-l'JJ'. 
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ECX WASHED COFFEE CONTRACTS: 
STANDARD SETTLEMENT TERMS 

~ r'.'!;lt12CI:-W"~:'r_;;,,"l: "' ... '\.Q'.-.afi;",r _~~~'l'Z~';- ;':.:!::d..~:m.Bi',;.:,~W'~.lt'.'3H~~n~w.!l'l:~~":~~~f.Q.~~~J 

Pay- in of Funds On T + 1 ( Trade + one working day) 
(Time when funds will be withdrawn 
from buyer pay-in accounts). 
Pay-out of Funds 
(Time when funds will be depc·sited 
into seller pay-out account) 
Weight Tolerance Adjustment 

On T + 1. (Trade + one working day) 

The tole rance for difference between exact weight recorded 
and the contract standard weight is adjusted at settlement 

Exchange transaction fee 0.2%of transaction value 

Handling and Product Certification fee Sampling and grading, weighting, loading and unloading fees­

Birr 3.25 per bag. 

Warehouse Storage charge Birr 0.16 per bag per day 
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Member Net Obligation Report . Member: Zewav Duqda Int'l Business & Ind, PLC TIN. 000503021 ' VAT No: 100052000 VAT Re9d Date: 10-Mar-09 Address '. . Kebele 0\·02·03. House No: 716PO BOX: 229lTei Number: 0915800266 Email : 'v1embe r, ID:566 

MEMBER PURCHASES 
- - ---- -

Eex WHR Contlltl aly Tilde Trade loc Adjust' Attu ~ 1 Adju Sl,d VAT TOT WT Toll l Trading WH 

Tr ade 10 Number Price Value Adi d Weight Tnde Chu ged Ch arg ed O,duchd F .. Handling 
Pric e Valu. (15'1.\ (" 1.\ (1%) 

Cnuve 

21m 31133 lUfRU , 395 137.000.00 0 395 10.114.00 237,557.65 35,633.65 * 0.00 4,751.15 173,191.30 503.63 0.00 Tota l (Birr) m,S57 :65 35,63 3.65 0,00 4,751 ,15 273,191,30 thiS VAT is 011 a VAT voucher commodity and win not be paid by the exporter at time of trade therefore it is deducted in the final Net Ob 
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No,: 00016417 

Trade Date : 31.Jul-09 
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ECX,SALES IN~OfC~ . _ _ , ~ ~ 

\ V~ TO'\ " ,G", ' 
WH WHo . ToUI 

Countet'?uty Info Storage ' QIh" . Feu ··i 'r;J' \ Total Chu-ge Ch~rgu ', CIHlrgos-,. . ~. ;. ~ (Sirr) ... -:J, " . - II ~_ ::. 503 .63·~ ~.54" 519,;J......27·3.7 7O.47 ,..' .: .: I.r " .. ~. 503.63 .. 15:54 d ~'5·79. 17 273 ,770.47 

ECX ToLl I Charge s (Birr): 

Totat Fees: 

VAT 15%: 

Grand Total: 

nN NO. 

0c00797145 

503.63 

75.5< 
579,17 

VAT Ne 

3126 

Coffee Sports Club (0,005 birr '_Kg) : 0,00 
Member Net Obligation (Birr): -238 ,1 36 ,82 

(~\.I /,Iember Pay.rn Account Number With Oashen Bank. S.C wi!! be debited lor Birr 238,136.82 on 01·Aug-09. 
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ECX WASHED COFFEE CONTRACTS: 
DETAILS AND GRADES 

Coffee Class .. Processing Origin Symbol Grades -
, 

YIREGACHEFE A WASHED Yirgachefee (partial), Wenago WYCA 1 TO 9, UG 
(partial), Kochere (partial) and 
Gelana Abaya (partial) ,(having 
good Yirgachefe flavour) III 

.1;.' 

YIGRACHEFE B WASHED Yirgachefee (partial), Wenago WYCB 1 TO 9, UG 
(partial), Kochere (partial) and , Gelana Abaya (partial),(lacking -
good Yirgachefe .flavour) 

SIOAMA A WASHED Borena, Benssa, Guji, Arroressa, WSDA 1 TO 9, UG 
Arbiqona, Bale and W, ArsL 

SIOAMA B WASHED Aleta Wendo: Dale, Chiko, Dara, WSDB 1 TO 9, UG . 

Shebedino, Borena, Wensho and 
Loko Abaya 

SIOAMAC WASHED Kembata & Timbaro, Wellayta, S, WSDC 1 TO 9,UG 

Omo and Gamugoffa, 
"' 

LimmuA WASHED Limmu Seka, Limmu Kossa, WLMA 1 TO 9,UG 

Manna, Gomma, Gummay, Seka 

, Chekoressa, Kersa, Shebe and " ! 

Gera, 

Limmu B ~ .. WASHED Bedeile, Loppa, Chorra, Yayu, WLMB 1 TO 9,UG 

. and Alididu Dedes~a, 

Tepi WASHED Mezenger (Godere) and Sheka. WTP 1 TO 9,UG 

-" N 

Bebeka '" , " WASHED Bench MajL WBB 1 TO 9,UG " 

Lekempli 
. 

WASHED Kelem, East and West Welega. WLK 1 TO 9,UG 
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ECX WASHED COFFEE CONTRACTS: 
GRADES AND STANDARDS 

GENERAL REQUIREMENTS 

The moisture content of unwashed coffee shall not be more than 11.5% by weight and minimum 85% by 

weight of beans remain on top of screen 14 after sieving. 

DEFINITIONS 
Washed Coffee Green coffee prepared by wet processing of the 

fruit. 
Moisture Content The moisture content, expressed on a wet weight 

bases, shall be determined using an approved 
moisture meter. 

Raw Value The sum of points of Defect and Odour. 
Delect • Foxy 

• Immature 
• Black 
• White 
• Solid 
• Broken 
• Wanza 
• Stone 
• Stick 
• Grains 
• Jenfel 
• Stinkers 
• Others 

Foxy Reddish coloured beans caused by harvesting 
either over-ripe, sometimes yellow or delays in 
pulping. 

Immature Unripe coffee bean often with a wrinkled surface. 
Black Bean Coffee bean of wh ich more than one half of 

external and/or internal surface is black. 
White Bean Coffee beans white in colour and very light in 

weight, with a density well below that of a healthy 
bean. 

Broken Fragment of coffee bean of volume equal to or 
qreater than half a bean . 

Wanza A dry fruit of tree called cordia abysinica which 
resembles "jenfel". 

Grains Seeds like wheat, barley, Maize, etc 
Jenlel Dried fruit of coffee comprising its external 

envelopes and one or more beans . 
Stinkers Coffee beans giving off, on being freshly cut, a 

very unpleasant odour. The bean may be light-
brown or brownish or have occasionally a waxy 
appearance. 
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Cup Quality Value The sum of points of Cup defect, Acidity, Body 
and Flavour. 

Liquoring (Cup testing) The organoleptic examination of brewed coffee by 
professional liquors to determine acidity, body and 
flavor, detection of defects and characters. 

CUD Defect The number of cup defects out of five cups 
Flavour Coffee brew taste in the mouth, is a means of 

determining the natural taste and a specific coffee 
characteristics. 

The grades and Standards-

The grade will be defined based on the parameters determined by coffee and tea quality control & 
liquoring center. The grading will be based points assigned to the sample divided into 40% Raw Quality , 
comprising of Shape & make (15%),Color (15%) & odor (10%) and 60% Liquor Value comprising of Cup 
Cleanness (15%) Acidity (15%). Body (15%) and Flavorl Character (15%). 

GRADING FACTORS FOR WASHED COFFEE 

1. RAW VALUE 40% 
Shane & Make 1 5% Colour 15% Odour 10% 
iYPe Point Type Point Type Point 
V. oood 15 Bluish 15 Clean 10 
Good 12 Grevish 12 F. clean 8 
F~ood 9 Greenish 9 Trace 6 
Averaae 6 Coated 6 Liaht 4 
Fair 3 Faded 3 Moderate 2 
Smali/Mixed 1 White I StronQ 1 

2. CUP QUALITY VALUE 60% 
Cuo Cleanness 15% AciditY 15% Body 15% Flavour 15% 

Type Point Type Point Type Point Type Point 
Clean 15 Pointed 15 Full 15 Good 15 
F. clean 12 M.pointed 12 M. full 12 F. Qood 12 
1 cup defect 9 Medium 9 Medium 9 Averaae 9 
2 cuo defect 6 LiOht 6 LlQht 6 Fair 6 
3 cup defect 3 Lacking/D 3 Thin 3 Commonish 3 

ull 
>3 cup defect 0 
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Grade 

Grade 1 
Grade 2 
Grade 3 
Grade 4 
Grade 5 
Grade 6 
Grade 7 
Grade 8 
Grade 9 

Grade UG 
Sound Beans % by weiQht 
Flavour 

GRADING OF WASHED COFFEE 

Total Value 
(Raw Value + Cup Quality Value) 

91-100 
81-90 
71 -80 
63-70 
58-62 
50-57 
40-49 
31-39 
20-30 

Undergrad coffee 
15-19 (Total Value) 
<50 
Fair 
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ECX WASHED COFFEE CONTRACTS: 
STANDARD TRADING TERMS 

E ~J£hiIDA' ~~ 

Standard Lot Size 30bags: with, a net weight of 60 kg 
Tolerance limit:2% 

Maximum order size Maximum order size represents the maximum number of 
contracts that a Member may transact in a single transaction 
100 Lots. 

Tick size 1 birr increments 
(Minimum price movement) (All prices will be quoted and traded on 1 whole birr basis) 

Daily Position Lim it Daily position limit represents the maximum number of Lots 
that a Member may transact in a single day-
For member collectively for himself and all his clients- 1000 
Lots 
For himself or for a single client- 200 Lots 

Daily price fil ter The daily price filter is the maximum percentage range, 
relative to the previous day's closing price, outside of which 
offer and bid prices may not fall or rise . ECX may change 
these limits from time to time, on a pre-announced basis . 

Coffee : 5% 

Warehouse Receipt All Coffee must be placed under the supervision and control of 
one of the ECX warehouses before trade can be done. Such 
warehouse receipt can be traded only once between coffee 
supplier and exporter . 

Warehouse Receipt expi ration The Warehouse receipt will be available for trading for a 
Period period on 90 days from the day of deposit. However, once 

traded, the warehouse receipt will expi re on the execution of 
the trade. 

Penalty on warehoused goods after A penalty of 3.5% per day calculated on the tradable value 
expiration using the closing price of the same grade as the warehoused 

goods, will be applied after the expiry of warehouse receipts 
Price Quote All prices will be quoted Ex Warehouse inclusive of the husk! 

parchment but exclusive of taxes, fees and' charges. 
Quotation factor Birr/ feresula 
Trading Session Monday through Friday 

Between 1 :30 PM to 6:00 PM 
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ECX WASHED COFFEE CONTRACTS: 
STANDARD DELIVERY TERMS 

~\Ji!§,i!:a!.'Q~'1111!l~t~~"Wiit?'~~~~ttI~:rt~~l.N;;f~I.UtlW.~~ 

ECX Warehouse Locations Add is Ababa, Dilla, Bonga, Dire Dawa, Jimma, Bedele, Gimbi, 
Nekempt, Awasa 

~elive ry Notice 
:Warehouse pick-up instructions will be 
jelivered to the Member representing 
:he buyer) 
~ick Up Notice 
Member must fill out a pick up notice 
PUN) with the exchange before 
)ickinQ up Qoods) 
)elivery Period 
Number of days the buyer will have to 
l ick up the lots from the warehouse 
vithout payinQ additional charQes) 
"ailure to Pick up 

:xtension of Delivery Period 

Next working day after the trade day 

After delivery notice is issued but before trade plus ten (T + 1 0) 
calendar days 

Trade plus ten (T + 10) calendar days 

Buyer is responsible for making arrangement to pick up 
commodity within the delivery period (T + 10). There will be a 
1 % charge per day of the value of the trade if buyer fails to 
pick UP Qoods from warehouse after the allotted time. 
As per the Exchange decision due to a force majeure. 

-
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