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Abstract
Motivation

The high level of regulation has a strong influence on the development of Ethiopia's export- and domestic-
oriented coffee value chains, as well as on their ability to participate in Global Value Chains and in domestic value
chain development. The fact that Ethiopia's coffee value chains are further differentiated along various
dimensions is widely overlooked in the scientific literature.

Approach and methods

Drawing on expert interviews and other data sources, we identify, describe, and discuss the structure and
organisation of the Ethiopian coffee value chains, taking into account institutional conditions and policy
frameworks. We also identify relevant institutions and policies involved in these value chains across primary,
secondary, and tertiary markets, along with their respective interventions.

Findings

Our analysis identified four major coffee value chains: formal, informal, domestic, and international chains.
Stakeholders' competing goals and conflicts have created a complex structure, as exemplified by the strict market
regulations in place. Reforms, such as Ethiopia's monetary policy, have caused foreign exchange and FDI deficits,
impacting the coffee sector, which remains the primary source of foreign currency but limits domestic coffee
development. This also spurred informal trade for local and cross-border markets. An overvalued currency and
cheap imports attract informal traders, as exporters seek foreign currency through coffee, thereby hindering the
sector's development. Poor quality control further restricts the competitiveness of domestic chains, favouring
small, inefficient, and informal traders. Institutions failed to regulate reforms, such as the 2018 coffee reform,
which reduced transparency and undermined trust. Furthermore, the failure of institutions to monitor and
regulate policy reform meant that farmers, primary cooperatives, and traders working on quality considered it a
less rewarding activity. The Ethiopian coffee market does not function effectively in terms of differentiating and
remunerating different product and process qualities.

Policy implications

The results highlight the need to implement quality control measures at farm level, particularly within the
farmer—supplier—exporter chain, in order to utilize the country's potential to produce high-quality coffee for
export and develop the domestic value chain. This also calls for designing a system that rewards quality
production at all stages of the value chain. Acknowledging the distinct coffee value chains in the country and
creating a strategy that considers their variations is crucial.

Keywords: Coffee, value chain analysis, coffee market, institutional environment, Ethiopia
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Introduction

1 Introduction

In recent decades, there has been a significant transformation in the global economic environment, which is
characterized by an increasing integration with, and dependence on, world markets (Gereffi & Memedovic, 2003;
Kaplinsky & Morris, 2001 cited from Vrolijk, 2021). In the process, transnational corporations (TNCs) are
becoming increasingly powerful partners for countries seeking to benefit from participation in Global Value
Chains (GVCs) (AfDB et al., 2014 cited from Vrolijk, 2021). Low- and middle-income countries, whose economies
are heavily dependent on producing and exporting primary commodities, particularly benefit from effective
participation in GVCs. Participation in GVCs is often seen as a pathway to economic and technological
development, offering improved access to international markets, higher-quality inputs, and opportunities for
specialisation in core activities (Ndubuisi und Owusu, 2021). However, in the long run, GVC participation alone is
insufficient; improving the quality of export products is also crucial (Ndubuisi & Owusu, 2021) to avoid the so-
called ‘middle-income trap’, which could otherwise slow down the productivity growth initiated by GVC
participation (Nadeem et al., 2021). Ghodsi und Stehrer (2020) found that high quality and ‘niche’ market
strategies could help commodity-dependent low-income countries to improve their terms of trade. This is all
consistent with the idea of "value chain upgrading" (Gereffi, 2019), whereby countries are “moving into higher
value-added stages” or activities, generating positive spillovers in technology and productivity (Marcato und
Baltar, 2020).

Coffee is one of the most important cash crops for the Ethiopian economy. The nation derives approximately
30 percent of its foreign exchange earnings exclusively from coffee exports. More significantly, 25 percent of the
population relies economically on the coffee industry. Over the years, the government has consistently adopted
and implemented numerous policies. These efforts aim to optimize benefits to smallholder farmers, the
economy, and all stakeholders involved in the sector. One such policy measure, and probably the most popular,
is the introduction of the Ethiopian Commodity Exchange (ECX), which has served as a trading platform for coffee
and other agricultural products since 2008. Another recent policy measure is the alternative marketing system
(AMS), introduced in 2018, which allows direct transactions between coffee suppliers and exporters. The high
degree of structural and regulatory complexity strongly influences the development of Ethiopia’s domestic and
export-oriented coffee value chains, affecting both their ability to participate in global value chains (GVCs) and
their capacity for upgrading. These value chains encompass numerous stages of processing, which are further
differentiated along various dimensions, such as the initial value-adding process, which can be wet or dry
processing (Tamru und Minten, 2023). The sector also has the capacity to penetrate specialty and voluntary
sustainability standards markets. At the same time, it remains dominated by the international commodity trade,
which operates under stringent regulations alongside a sizable informal economy, and navigates conflicting
stakeholder priorities—factors that have driven a series of policy reforms.

Scientific literature often overlooks the distinct nature and types of coffee value chains. These value chains are
often considered single entities, with studies typically concentrating on production systems, processing methods,
or governance. The focus on small farmers and cooperatives, as well as the macroeconomic conditions of the
coffee sector, has overlooked the distinct nature and types of coffee value chains. Consequently, the
recommendations are less effective because the chains vary in certifications, upgrading possibilities, and
traceability requirements.

To mention a few pieces of scientific literature and their focus: The study on Ghana's cocoa value chain focuses
on local actors rather than lead firms to analyse governance factors that enable economic upgrading and connect
it with the social aspect of upgrading (Kissi und Herzig, 2024). Another study focuses on processing methods and
actors involved in the value chain during their investigation of the hidden costs of coffee production in Ethiopia,
Uganda, and Tanzania (Adong, 2024). Tamru und Minten, 2023 in their research on value addition and farmers,
examined different dimensions, such as specialised production voluntary sustainability standards (VSS), organic
practices, and roasting. When discussing the value-added process, emphasis is placed on whether the coffee is
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wet- or dry-processed. The study by Minten et al., 2019 also concentrates on coffee production practices,
processing activities, and technologies at farm level. This work shows how scientific focus often overlooks the
unique features of these distinct but related value chains. Therefore, in this working paper, we use Ethiopia to
demonstrate how coffee value chains vary in their organisation and structure.

The working paper provides a detailed description of the structure and organization of coffee value chains
currently existing in Ethiopia. Additionally, we examine the contradictions and tensions among stakeholder
groups and interests, taking into account the institutional environment at various market levels. Our aim is to
determine how these diverse, sometimes conflicting, strategies interact with one another and with their policy
environment at the coordinating nodes of coffee networks.

To address this topic, we discuss the following research questions at primary, secondary and territory market
levels of each value chain based on expert and stakeholder interviews, as well as on secondary data, and other
data sources:

(1) What are the relevant formal and informal value chains of the Ethiopian coffee sector, and how do they
compare to each other?

(2) What are the characteristics of the markets that these value chains serve, and how are they organized?
(3) What contradictions and tensions exist among stakeholders in these value chains, and how are these linked

to the policy environment?

This working paper is structured as follows: Section one presents the introduction. Section two covers the
background of the Ethiopian coffee sector and its institutional environment. Section three describes each of the
Ethiopian coffee value chains and methods. The final section ends with a concluding discussion.
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2 The Ethiopian coffee sector and economic development

Ethiopia is the largest coffee producer and exporter in Africa and the fifth-largest producer of Arabica coffee in
the world (Fikre, 2020; Minten et al., 2019). Ethiopia’s annual coffee production for Marketing Year (MY) 2025/26
is projected to reach approximately 11.6 million 60-kilogram bags, equivalent to 694,000 metric tons (MT) (FAS
Staff, 2025b). Coffee production on average accounts for about 4 percent of the country’s gross domestic product
(GDP), 10 percent of agricultural production, and about 37 percent of total export earnings (MOA, 2016). Thus,
coffee remains the main commodity contributing to Ethiopia's export revenue. During the fiscal year 2021/22,
Ethiopia generated over USD 65 million from coffee exports (Adong, 2024).

Figure 1 illustrates the value of major export commodities in percentage share and export value. It shows that
the share of coffee in all commodity exports has fluctuated and has overall halved over the period from 1984 to
2023. From 1984/85 to 1989/90, the average share was 67 percent, whereas it is 31 percent on average from
2017/18 to 22/23. Nevertheless, coffee remained the major export crop in 2022/23 followed by flowers (16
percent), pulses (9 percent), oilseeds (7 percent), chat (7 percent), and gold (5 percent). The change in commodity
exports also shows diversification of commodities in the economy, which is shown in Figure 1 through the growth
of other commodities. The major commodities that resulted in the growth of other commaodities include live
animals, fruit and vegetables, petroleum products, and textile products.

Figure 1: Value of major exports
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In the context of coffee, the rise in the production and export of chat is of interest since chat is a cash crop
competing with coffee for land. It is a leafy plant widely grown and chewed for its mild stimulant effects. Ethiopia
is the leading producer in Eastern Africa (Tefera, 2022b). In recent decades, farmers in some parts of the country
moved from growing coffee to growing chat. The transition has led to increased farmer incomes, but also to
declines in food security, biodiversity, soil health, and women's empowerment. The Government of Ethiopia
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(GOE) neither encourages the cultivation of chat in any form nor takes any action against its cultivation, trade,
and use (Tefera, 2022b). Chat significantly contributes to government revenue through both export revenue and
local taxation. The increasing production and export of chat in Ethiopia highlights the tension between the
economic benefit and its effect on society's well-being and the environment, which is something that the
government should consider critically.

Overall, coffee has always been, and still is, of economic importance to Ethiopia (Schafer, 2017). Like many other
developing countries, its economy relies heavily on the production and export of primary commodities. Green
coffee exports are primarily promoted to generate foreign currency, which is scarce in the country and necessary
for importing raw and semi-finished goods, as well as essential consumables (Tasew et al., 2024) such as fuel and
fertilizers. Thus, coffee export has become a lucrative economic activity, enabling traders to earn foreign currency
and exert their monopoly power in markets for imported goods afterward (Tamru et al., 2021; PETIT, 2007).

2.1 Coffee production and processing

Coffee grows in highland areas of Ethiopia on around 2.5 million hectares, under various production systems,
growing conditions, and cultivation practices. It grows in high altitudes ranging from 1500-2200 meters above
sea level, as shown in Figure 2 . The majority of the production comes from southwest, rift valley , and southeast
zones, and minor output from the Benishangul-Gumuz Region (Davis, 2017). A recent study shows that the
Amhara region (Zege and Ataye Coffee) is joining in as a coffee-growing area (Meaza und Emagne, 2018).

Figure 2: The main coffee growing zones and areas of Ethiopia
JShire (inda §'i:l';§e)
- ’.Mekele
,1?_.4 id ol
Gondar B
5 : Asayita
| ]

| = m s—
0 50 100 200 300

Source: (Moat et al., 2017)

Note: The coffee zones represented by colored polygons: red/pink, North Zone (coffee areas: Amhara and Benishangul Gumuz);
light blue, South West Zone (coffee areas: Wellega, Illubabor, Jimma-Limu, Kaffa, Tepi and Bench Maji); light green, Rift Zone (coffee
areas: Rift North and Rift South); dark blue, South East Zone (coffee areas: Sidamo, Yirgacheffe, Bale and Central Eastern Highlands);
dark green, Harar Zone (coffee areas: Arsi, West Hararge and East Hararge) (Moat et al., 2017).

Smallholder farmers are estimated to contribute 70 percent of the world’s coffee supply (Eakin, Winkels, &
Sendzimir, 2009). The smallholder coffee farmers own less than two hectares of land, although they contribute
95 percent of the total coffee production, and, on average, own less than two hectares of land (Canwat, 2023).
The Central Statistical Agency (CSA) estimated that there were 5.3 million coffee farmers in Ethiopia in 2017
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(Tamru et al., 2021). In the country, coffee is the primary source of income for these smallholder coffee
producers. Including family members, more than 15 million Ethiopian citizens (12.6 percent of the population)
rely on the coffee business for their livelihoods (Fikre, 2020; Minten et al., 2019; Tefera; FAS Staff, 2025a). This
figure share is higher in some regions of the country, for instance in the region Jimma where 45 percent of the
population depends on coffee (Mojo et al., 2017).

Four types of production systems can be found in Ethiopia: (1) forest coffee (8-10 percent); (2) semi-forest coffee
(30-35 percent); (3) cottage or garden coffee (50-57 percent); and (4) modern coffee plantation (5- 8 percent)
(Meaza und Emagne, 2018). Forest coffee is grown in the wild under natural forest cover and is gathered by
farmers from trees with minimal tree maintenance. Semi-forest coffee is also grown in forest conditions, but
with limited maintenance by farmers, primarily involving annual weeding. This type of coffee has clearly
delineated boundaries of ownership, although the trees usually are located away from agricultural plots. Cottage
or garden coffee is defined as coffee from trees planted by farmers near their residences. It is often intercropped
with other crops or trees.

Modern plantation coffee is grown on large commercial farms, including both private and state-owned farms.
Modern production practices, such as irrigation, modern input use, mulching, stumping, and pruning, are often
applied in this case (Minten et al., 2014). Thus, most coffee trees are intercropped with other crops and trees, or
grow in semi-forest systems. After harvesting the green beans/cherries, coffee is primarily processed either wet
(washed) or dry (unwashed). The wet processing involves removing the skin, pulp, and sugary mucilage layers
using water before drying. That means that the cherries are pulped immediately after harvesting, then fermented
in tanks and washed in clean water to remove the mucilage. The wet parchment coffee is sun-dried for up to
three weeks until the moisture level reaches about 11percent (PETIT, 2007). For dry processing, the farmers dry
cherries on mats or concrete floors. After drying, the cherries undergo hulling in 'dry mills' to remove the outer
layer. Ethiopian coffee is currently 70-80 percent unwashed or sun-dried and 20-30 percent washed. In general,
unwashed coffee earns a lower price on international markets such as the U.S., where consumers prefer
“cleaner” washed coffee. Some countries, like Japan, specifically require unwashed coffee for a more natural and
richer taste (Tefera, 2022a). Dry processing accounts for 65 percent, while wet processing accounts for 35 percent
of exports. It is estimated that there are about 80 of these processing units, mostly based in the capital Addis
Ababa. The Coffee Processing and Warehouse Enterprise holds the most sophisticated processing machine. It is
estimated that in their unit they process about one-quarter of all coffee exported from Ethiopia (Minten et al.,
2014).

Cooperatives are essential in the Ethiopian economy as they directly represent small farmers. They play a crucial
role in the lives of Ethiopia's farmers, providing economic, social, and organizational benefits. Regardless of
coffee production, 36 percent of smallholder farmers in Ethiopia are members of an agricultural cooperative
(Bernard et al., 2013). Among agricultural cooperatives, coffee farmer cooperatives are the most active because
of opportunities related to coffee production and marketing, and its importance (Abebaw and Haile, 2013).
However, cooperatives suffer from specific economic or management issues (Minten et al.,, 2014). Most
importantly, they often lack liquidity and, therefore, are in the coffee market only for limited periods of the year
(Bart et al., 2015). Although the number of cooperatives has increased in recent years, currently, only about 10
percent of coffee farmers are organized in cooperatives or unions (Hutz-Adams, 2020). Anteneh et al. (2011) also
found that, among members, only 42 percent sell their coffee to cooperatives, largely because cooperatives
cannot offer credit and immediate cash payments. In contrast, private traders provide loans during the off-season
and pay upfront upon delivery, making them a more appealing option for many smallholder farmers. Moreover,
coffee is commonly treated as a global commodity with the processing stages occurring across various countries
The focus is on sustainable value chains that guarantee food safety, product quality, and sourcing reliability
(Ruben und Hoebink, 2015). The focus is mainly on one actor in the value chain, primarily on SHFs and
cooperatives. The coffee cooperatives are organized into cooperative unions. Oromia, Sidama, and Yirgachefe
are, respectively, the three largest coffee farmers’ cooperative unions in Ethiopia. According to Table 1, the
Oromia Coffee Farmers’ Cooperative Union had 407 primary cooperatives and 586,157 member farmers in 2023,
see Table 1. The following is the Sidama Coffee Farmers’ Cooperative Union, which comprised 68 primary



The Ethiopian coffee sector and economic development

cooperatives and 80,000 individual farmer members. The Yirgachefe coffee farmers’ cooperative union had 28
primary cooperatives with 46,036 members. The Oromia Coffee Cooperative Union is the largest cooperative in
coffee exports, representing 57 percent of the export transactions by cooperatives during this timeframe.
Another significant cooperative not listed in Table 1 is the Kafa Forest Coffee Cooperatives (Minten et al., 2014).

Table 1: Profile of Oromia, Sidama and Yirgachefe coffee Farmers Cooperative Unions

Coffee Establishment Number of Certification Total Type of export End markets

Cooperative year cooperatives status members coffee

Union in 2023

Oromia 1999 407 O, FT, NC 586,157 Wet, Dry & Europe and US
Roasted

Sidama 2001 68 Majorly O & 80,000 Wet and Dry Europe and US

FT

Yirgachefe 2002 28 O&FT 46,036 Wet and Dry & Europe (20

Roasted percent) and US

(80 percent)

Source: Oromia, Sidama and Yirgachefe coffee farmers' cooperative unions (2023)
Note: O-Organic, FT- Fairtrade, NC-non certified

The coffee marketing under cooperatives channel was simple and straightforward. The primary cooperatives
purchased either red cherries or dry cherries from their respective members. After processing the cherries
(washing or hulling), the primary cooperatives transferred the ownership of the coffee to their cooperative
unions who had the privilege of directly exporting the coffee to the international buyers (Minten et al., 2014). It
was only in 2001 that cooperatives were granted permission to bypass the local traders and coffee auction
centres and sell directly to international buyers.

Generally, cooperatives maintain niche markets in the international arena, enabling them to navigate current
challenges through the sale of traceable coffee (e.g., organic, fair trade). After the introduction of an alternative
marketing system (AMS) in 2018, which was fully implemented in 2020, there has been a change in the
performance of the three largest primary cooperative unions. Consequently, starting in 2020, export values for
the Sidama and Yirgachefe unions have increased slightly, whereas the Oromia union has declined. Figure
indicates that 2020 was an important year for the unions in terms of export value. Part of this can be attributed
to the fact that in 2020, the 2018 coffee marketing reform was fully implemented, introducing an alternative
marketing system (AMS) (see section 2.3).

The expert interview analysis also confirmed this. Thus, the Yirgachefe union is involved in exporting roasted
coffee, in addition to traceable coffee exports. The Sidama union aims to diversify its exports by focusing on
higher-grade coffee, particularly within the specialty segment. The Oromia union exports roasted coffee and
includes 407 primary cooperatives. Performance varies among them, which may partly explain the union’s overall
decline.
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Figure 3: Export Coffee value of Oromia, Sidama and Yirgachefe farmers' cooperative unions
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Source: Own computation based on data from Oromia, Sidama and Yirgachefe coffee farmers' cooperative unions (2023)

2.2 Ethiopia’s coffee market and trade

The Ethiopian coffee market can be described in two dimensions: vertical and horizontal. In the vertical
dimension that outlines who trades with whom across value chains, transactions can be categorized as primary,
secondary, or tertiary. In the primary market, farmers engage with collectors, private processors, and primary
cooperatives. The secondary market comprises national trading platforms where suppliers present semi-
processed products and conduct transactions with exporters. The tertiary market involves transactions between
exporters and international buyers. However, this classification only applies to officially recognized transactions.

The horizontal dimension describes differentiations by origin, quality, and destiny of the coffee beans. According
to that, approximately 50 percent of Ethiopia's coffee harvest is sold on global markets, and the other half is
consumed domestically highighting the cultural importance of coffee (Meaza und Emagne, 2018). Based on the
expert and stakeholder interviews, Ethiopian coffee was exported to 62 countries worldwide in 2023.
Accordingly, 84 percent of the total share by value is attributed to the top ten destinations, namely Germany,
USA, Saudi Arabia, Japan, Belgium, South Korea, China, the United Arab Emirates, Italy, and Taiwan, respectively.
International trading houses import 95 percent of the green coffee, while the remaining 5 percent goes to small
roasters and cafes in Europe. International trading houses dominate coffee imports, with the three largest
estimated to control 50 percent of the world’s green coffee trade. Roasted coffee exports account for just
1 percent of the total green coffee exports, primarily going to Germany, Saudi Arabia, China, and the United
States. Most domestic coffee roasters facilitate the export of their roasted coffee by allowing international coffee
companies to use their trademarks. Global coffee companies utilise their brand names, but are only expected to
mention the origin and details of coffee production.

Quality is the most crucial parameter in the World coffee trade. Generally, the quality of coffee is determined by
40 percent in the field, 40 percent at post-harvest primary processing, and 20 percent at secondary processing.
The degree of quality allows for market differentiation. In Ethiopia, four key factors determine export coffee
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quality: geographical origin, post-harvest processing, certifications like organic or Fair-trade, and coffee grading
alongside cupping tests (Tefera, 2022b).The cup quality value reflects a coffee’s sensory score, evaluated from
roasted samples. Moreover, traditional regional flavour profiles and bean shape attributes are considered in the
evaluation process. Ultimately, a point system and designations from Ethiopian coffee regions are used to assign
grades to each lot. Typically, grades 1 and 2 are classified as specialty quality, while grades 3 and lower are
deemed commercial coffee (Kornman, 2023). Grades 1 to 5 signify export quality. Ethiopian coffee has significant
quality potential; however, due to inadequate trading institutions and market infrastructure, even high-quality
and specialty varieties are frequently sold for less than their value (Handino et al., 2019). On the other hand,
premature coffee harvesting to secure immediate cash for farmers is the main issue affecting coffee quality at
farm level (Tefera, 2022a).

Figure 4 illustrates the coffee traded in Ethiopia by grade type for the years 2021 and 2022. The figure shows
grade four quality coffee (commercial coffee) leads in terms of the volume of traded coffee, followed by grade
one (specialty quality) coffee. The bulk of coffee traded in Ethiopia is the commercial quality grades (Grades 3-
5). Here, we observe an increase in the trade of top specialty grades (Grades 1 & 2) following the full
implementation of AMS, indicating that the specialty segment is growing as AMS has resolved the traceability
issue in the sector.

Figure 4: Annual coffee trade by grading system
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Ethiopia is the largest exporter of organic and Fairtrade-certified coffee in Africa. However, the adoption of
voluntary sustainability standards (VSS) certification in the country is low, accounting for just 5 percent of
exported quantities and has shown little growth in recent years (Bart et al., 2015). Certificates in Ethiopia are
granted for qualified primary cooperatives after evaluation by a third party (certifying organization), and the
certified cooperatives earn fair trade or other premiums that would encourage members to produce more in a
healthy environment (Jena et al., 2012). This certified coffee is expected to be sold only through the coffee
marketing cooperative unions and is directly exported to different countries in the world, although cooperatives
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are not able to buy all of the certified coffee from individual coffee producer farmers (Hoebink, Ruben, Elbers, &
Van Rijsbergen, 2014). On a global scale, it was estimated in 2013 that 40 percent of the world's coffee production
was produced under VSS, but that only 15 percent was sold with a VSS-certified label (Panhuysen & Pierrot,
2014).

2.3 Coffee market regulations and their reforms

Numerous institutions, including government institutions, trading platforms, and stakeholders, are involved in
the coffee sector. The major entities include the ECTA, the ECX, Coffee cooperative unions, farmers, the Ethiopian
Coffee Association, private processors, research centres, logistics service providers, and exporters. Government
institutions intervene in the value chains through policy design, setting the ground rules, and ensuring
compliance.

The Ethiopian government has historically relied on coffee revenue for its economic stability and continues to do
so (Schafer, 2017). Over the years, the government has consistently adopted and implemented major policy
reforms to extract maximum benefits from the coffee sector. These reforms aim to control the coffee sector and
manage the associated resource flow. One such policy reform, and the most popular one, is the introduction of
the ECX, which has been serving as a trading platform for coffee and other agricultural products since 2008
replacing the national auction system. The ECX essentially operates a similar bidding system like the national
auction system, with one exception: when the coffee is sold to the ECX, it goes into a bonded exchange
warehouse and loses all traceability other than the regional designation and grade. Under the national auction
system, which was in place from 1988 to 2009, all the exporters had to sell their coffee to the auction house and
then repurchase it after the bidding, meaning that the buyers were essentially the sellers themselves.

The ECX was in place from 2008 to 2018. However, cooperatives and commercial growers have been reserved
the right, granted by the government, to bypass the ECX and export directly. The ECX is responsible for
monitoring all coffee transactions. Both cooperatives and commercial growers are obliged to grade their coffee
through the ECX, irrespective of where the coffee is traded.

The performance and effectiveness of the ECX raised controversies and several criticisms, the major one being
the lack of traceability in ECX. Following the pressure from exporters, foreign importers, and the donor
community, the government initiated and implemented reforms in the sector. Temporarily, the ECX established
the Direct Specialty Trade (DST) in 2010, which held monthly auctions for traceable specialty coffee. The coffee
was sold by producers and local traders in individual lots with detailed, certified information on “the grower,
geographic origin, and cup profile”. Pre-registered international buyers could participate in cupping or coffee
tasting sessions before bidding (Handino et al., 2019: S. 501). After only fifteen auctions the platform stopped
operating in 2011 (Handino et al., 2019).

Following the criticism on ECX, significant policy reforms include the introduction of coffee marketing and quality
control proclamations and regulations, along with reshuffling of designated authorities. Specifically, the coffee
marketing and quality control proclamation #433/2018 changed the previous strict regulation that required
coffee transactions to occur only through the ECX trading platform and created a relatively flexible alternative
trading option called the Alternative Marketing System (AMS). This enables vertical integration, allowing
transactions between suppliers and exporters to happen directly, without involving any third parties.

After the Alternative Marketing System (AMS) reform in 2018, ECX primarily trades coffee for the domestic
market, as suppliers and exporters prefer to use the newly introduced Alternative Marketing System (AMS), in
which two parties transact without third-party interference. Suppliers and exporters transact through a legal
contract between the two parties, approved by the Coffee and Tea Authority (CTA), which can serve for up to
two years without third-party involvement. Suppliers can either supply directly to the exporter or roaster, or they
can also be supplier-exporters themselves. The actors in the alternative trading platform are also obliged to
follow the fixed price range determined by the ECTA, but there is no proper system to ensure that the transaction
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is based on the fixed price range. The Alternative Marketing System (AMS) is favoured by suppliers and exporters
for its flexibility.

Figure 5: Volume of annual coffee traded through ECX platform by commodity type
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Figure 5 shows a gradual decline in coffee traded through the ECX platform after the introduction of the
Alternative Marketing System (AMS) reform in 2018. This can be mainly observed in the major export coffee
types (washed and unwashed specialty, washed and unwashed). In contrast, the local coffee trade (washed and
unwashed) remains relatively stable. This can be compared to Figure 6, which illustrates that in 2021 and 2022,
most coffee was traded through vertical integration, i.e., in this case the AMS bypassing the ECX.
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Figure 6: Volume of coffee traded through major marketing channels
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The coffee marketing and quality control proclamation #433/2018 (i.e. the AMS) also allows farmers with more
than four hectares of land to export directly. Women coffee farmers have the special privilege of directly linking
with women exporters, bypassing the suppliers —a special kind of AMS permitted under the reform. The women
coffee farmers are expected to be household heads and should have a land ownership certificate.

In 2020, the government also issued a directive called the “Export Coffee Contract Administration” which fixes a
minimum coffee export price based on the global weighted average price. Based on this directive, all coffee
exporters must sell their coffee at or above a minimum price. It is administered by the ECTA in collaboration with
the National Bank of Ethiopia. As a regulator, ECTA fixes the transaction price between suppliers and exporters.
The ECX trading platform strictly follows the price as it is owned by the government and was established to create
a modern marketing system in the agriculture sector. This controlling measure targets coffee traders who used
to export coffee at a loss to earn more foreign currency and then use that currency to import construction
materials and vehicles to sell at a considerable profit domestically (Tamru et al., 2021).

The last important and quite recent policy reform is a monetary one, which has a direct effect on the coffee
sector. Prior to 2024, the country operated under a managed floating exchange rate system This was
implemented due to the nation's significant reliance on coffee exports as a means of generating foreign currency
and financing trade deficits. However, on July 29, 2024, the government implemented a competitive, market-
based exchange rate system. Under this monetary policy, exporters can retain 50 percent of their foreign
exchange (NBE, 2024). Within the managed floating exchan