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A State
of FLUX

Ethiopia’S ECX and 
What it MEanS For 
SpECiaLty CoFFEE

by EriC FaUSt

photoS by SCott MErLE

As the birthplAce of coffee, Ethiopia is the 

cornerstone of the specialty coffee industry and 

home to some of the finest coffees in the world. 

Today, the coffee preparation ceremony remains 

a ritual that is performed in restaurants and 

homes throughout Ethiopia. 

continued on page 60
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The ceremony begins with a woman 
washing the green beans, putting them 
in a long-handled pan and roasting 
them over an open flame. The beans are 
then traditionally ground in a mukecha 
with a zenezena, similar to a mortar and 
pestle. The coffee is put into a jebena, 
a clay pot, and water is added. As the 
pot comes to a boil, the air fills with 
aroma. The coffee is dispensed into 
small cups in a single pour to prevent 
the sediment from mixing with the 
coffee. The first serving, called the abol, 
is often followed by second and third 
servings called huletegna and bereka. A 
temptation of the senses, the ceremony 
reflects the process of roasting, grinding, 
brewing and tasting in a single sitting. 

For many years, roasters have relied 
on Ethiopian coffees as elements in 
espresso blends and as high-quality 
single-origin coffees. Buyers have 
sought out and developed relationships 
with farmers and farmer groups over 
the years, helping to bring exceptional 
coffee—as well as stories about the 
people who tend the beans and the 
places where they are grown—to 
consuming countries.

Coffee is Ethiopia’s top export 
crop, and an astonishing 15 million 
Ethiopians work in the country’s coffee 
industry. Small farmers grow more than 
90 percent of Ethiopia’s coffee.

In the past year, the process for 
buying and selling coffee in Ethiopia 
has changed dramatically. Since 
December 2008, most growers have 
been required to sell their coffee via the 
Ethiopia Commodity Exchange (ECX), 
a new forum for buying and selling the 
country’s top agricultural commodities.

thE aUCtion SyStEM

For the past two decades, Ethiopian 
coffee has been bought and sold on a 
national auction system. The system 
evolved to one in which exporters could 
purchase directly from producers, 
allowing for traceability of coffee—an 
important issue to importers and 
roasters. The ability to learn about 
the growing location and production 
elements prompted importers and 
roasters to work with farmers to develop 

continued on page 62
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the integrAtiOn OF coffee into the 
ecX trading system is the result of a 
series of events and economic changes 
revolving around the price that ethiopian 
coffee can command in the market. 
surprisingly, conflict regarding this point 
has played out in the U.s. legal system.  

in March 2005, the ethiopian 
intellectual property Office, represented 
by Arnold & porter, filed with the 
U.s. patent and trademark office to 
trademark the Yirgacheffe, harar and 
sidamo regions of ethiopia. in addition, 
ethiopia applied to register these 
trademarks in 30 other countries to 
gain more leverage with distributors 
and ask for higher prices. in the United 
states, there has been controversy over 
ethiopia’s attempt to trademark the 
coffee.

the Yirgacheffe trademark was 
granted, but harar and sidamo were 
not. starbucks had already applied to 
trademark shirkina sun-Dried sidamo 
in June 2004. the coffee became part 
of starbucks’ black Apron exclusives, 
a premium line of coffee. starbucks 
continued to pursue the trademark 
despite ethiopia’s attempt to stop them. 

starbucks claimed that ethiopia 
would benefit more from geographic 
certification, similar to Kona and 
Jamaican blue Mountain coffee. A 
geographic certification ensures that the 
coffee originates from a particular region, 
rather than giving the country of ethiopia 
control over the region names with no 
assurance that the coffee originated 
there.

light Years ip, a Washington, D.c.-
based nonprofit intellectual property 
firm, advised ethiopia on the case. ron 
layton, chief executive of light Years 
ip, did not recommend geographic 
certification due to the financial burden it 
would place on the already impoverished 
country. 

ethiopia continued to pursue 
trademarks, with the goal of creating 
more demand and higher prices. 
starbucks, which sourced 2 percent of 
its beans from ethiopia at the time and 
needed the place designations to market 
the coffees, continued to resist.

starbucks withdrew its application 
in July 2006, but ethiopia was still not 

able to receive the trademark. the 
national coffee Association (ncA) filed 
a protest letter claiming that the names 
were used generically, using hundreds 
of pages of websites to support its case. 
ethiopia was not granted registration of 
sidamo and harar in the United states 
on the grounds that the names were 
generic. ethiopia continued to fight for 
the trademark, claiming that sidamo is in 
reference to a specific geographical area.

starbucks used Youtube to defend 
its position. in December 2006, Willard 
(Dub) hay, a senior vice president at the 
seattle-based company, posted a video 
claiming that ethiopia’s trademarking 
attempts were illegal. ethiopia responded 
to starbucks on Youtube on January 29, 
2007. robert Winter, of Arnold & porter, 
posted a video defending ethiopia’s 
pursuit of trademarking. 

the following month, starbucks 
issued a statement announcing that the 
company respected ethiopia’s attempt 
to trademark coffee and would not 
stand in the way. the foundation for the 
company’s turnaround was a February 
14 meeting in Addis Ababa, where 
starbucks pledged to double the amount 
of coffee it purchased from Africa by 
2008 and provide more assistance to 
farmers. starbucks has already doubled 
the amount of African coffee purchased 
in 2009, helping to further expand the 
ethiopian market.

the competing Youtube videos and 
press releases have left the situation 
ambiguous. starbucks continues to 
advocate for geographical certification 
while working with ethiopia to avoid 
trademarking, but the company 
continues to claim that it will not stand in 
the way of ethiopia’s efforts to trademark 
its coffee regions.

ethiopia’s inability to obtain 
trademarking for the coffee in the United 
states was one of several steps toward 
the decision to include coffee in the 
ecX. 

tradEMarking Ethiopia’S 
CoFFEE rEgionS
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better growing and processing methods, with the goal of creating 
higher-quality coffee. In addition, roasters who knew which 

A stAte OF FlUX: ethiopia’s ecX and What it Means for specialty coffee  (continued)

small farmers produced their coffee were encouraged to invest in 
social projects to support coffee-growing communities—building 
schools, health clinics, bridges and infrastructure for clean water.

The auctions were held at two locations: Addis Ababa and 
Dire Dawa. Prior to the auction, the Coffee Liquoring Unit 
(CLU) would cup the coffees and grade them on quality. Buyers 
would then bid on coffee lots. The auction system brought about 
a class of merchants called mill exporters—business people who 
owned their own mills and held export licenses. Mills, called 
“akrabi” locally, are washing stations for processing coffee cherries. 
In the coffee chain, mill owners function as intermediaries who 
rely on local small-holder farmers to supply them with cherries.

Because mill exporters owned their own mills and licenses 
to export, they did not have to sell to an exporter. Instead, they 
functioned as the producer, miller and exporter. Though it was 
technically illegal, a loophole in the law allowed mill exporters 
to sell coffee to themselves through the auction at a low price, 
minimizing their share of taxes. They then exported at a 
significantly higher value, pocketing the difference. 

Mill exporters were also able to sell coffee to locals by bringing 
their coffee to the Merkato, a large Ethiopian market in Addis 
Ababa that is open seven days a week. Ethiopia is one of the few 
producing countries that consumes a significant percentage of 
the coffee it grows, making the domestic market an attractive 
alternative to exporting. Mill exporters were able to sell the coffee 
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in country at a higher price than had they exported it. Selling at 
the Merkato yielded higher prices because taxes could be avoided. 
This resulted in a decrease in exported coffee that the Ethiopian 
government could tax, and lower U.S. dollar revenue.

Despite the substantial premiums that are garnered for 
Ethiopian coffee in consuming countries, Ethiopia’s small growers 
struggle to continue farming on the proceeds of low commodity 
prices. In some areas of the country, this disparity has led farmers 

to abandon their coffee plants 
in favor of qat, a narcotic that 
demands higher prices and 
allows multiple harvesting 
opportunities each year. In 
addition, coffee farmers could 
not consistently rely on export 
price returns—even for high-
quality specialty exports—using 
the auction/exporter system of 
the past.

thE rootS oF 
thE EXChangE

The ECX was formed in part 
due to the food insecurity crisis 
in Ethiopia. In 1984, low rainfall 
in some regions of the country 
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led to a famine in which more than  
1 million people died. Though grain was 
available in the southern region, starving 
people in the north were not able to access 
it. The country’s lack of a centralized 
market to buy and sell goods between 
disparate regions—not to mention 
Ethiopia’s poor road density—contributed 
to the devastating famine that captured 
international attention.

Prompted by ongoing food insecurity 
crises, Ethiopia’s government began 
examining the country’s fragmented 
exchange of commodities and, after years 
of study and planning, introduced a new 
idea: a national commodity exchange, 
which is similar to the Chicago Board of 
Trade (CBOT). At CBOT, farmers and 
buyers can interact, determine prices and 
draw up contracts for “futures,” or crops 

that will be harvested for sale in coming 
months or years. The institution has 
helped farmers sell their grain since 1848 
and is credited with helping stabilize 
grain prices in the United States.

Ethiopia launched the ECX in 
April 2008, providing a platform for 
members to begin trading wheat, maize, 
sesame seed and haricot beans. These 
commodities are prominent products 
of Ethiopia that can demand a higher 
price with greater efficiency and support. 
They are not region-specific, and there 
is no need for the traceability of these 
commodities. 

To ease the transportation difficulties 
that farmers faced, the ECX created 
nine regional warehouses in Addis 
Ababa, Dilla, Bonga, Dire Dawa, Jimma, 
Bedele, Gimbi, Nekempt and Awasa. 

The ECX functions as a security 
for those in the commodity markets, 
providing a “reliable end-to-end system,” 
according to the organization. The 
mission of the ECX is to “connect all 
buyers and sellers in an efficient, reliable, 
and transparent market by harnessing 
innovation and technology, and based 
on continuous learning, fairness and 
commitment to excellence.” 

The exchange aims to improve the 
position of subsistence-level farmers 
in Ethiopia by educating them on 
market prices and easing transportation 
and payment difficulties that have 
beleaguered farmers in the past. Prior 
to the inception of the ECX, selling 
agricultural commodities came with risk 
for farmers, who often did not know 
when they would be paid for their crops. 
Today, the ECX has given farmers a 
reliable payment system.

“Farmers are now guaranteed 
immediate payment for their coffees 
through the ECX, whereas the old 
system sometimes resulted in slight 
delays as coffee was delivered to mills 
after sale at auction,” says Philip 
Schluter, managing director of Schluter 
SA, an exporting company that works 
with African coffees.

“If correctly implemented, the ECX 
is capable of delivering an amazing 
service to everyone,” Schluter says. “It 
could deliver the most advanced in-
country marketing system in the world.” 

A stAte OF FlUX: ethiopia’s ecX and What it Means for specialty coffee  (continued)
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adding CoFFEE to 
thE EXChangE

In late 2008, the Ethiopian government 
added coffee to the list of commodities 
to trade at the exchange. Coffee was 
added to the ECX offerings for several 
reasons, including preventing the sale of 
coffee on the black market in the face of 
a plummeting global economy, and the 
fact that farmers and suppliers in remote 
areas were required to transport their 
beans to auction. 

Ethiopia is one of the poorest nations 
in the world, and in recent years the value 
of the Ethiopian birr has dropped against 
the dollar. This, in turn, spurred more 
coffee sales on the black market, which 
led to further losses in export earnings. 
As the country continued to lose foreign 
investment, the ECX decided to make 
coffee a part of the exchange. 

Many farmers work with akrabies, 
wholesalers who provide the service of 
washing or sun-drying the coffee; other 
farmers bring their coffee to a cooperative 
for these services. 

Akrabies transport the dried cherries 
or coffee in parchment to an ECX 
warehouse, where it is repackaged into 
uniform bags. “At the warehouse gate, 
coffee will lose identity to a certain 
degree,” explains Willem Boot of Boot 
Coffee Consulting, who travels to 
Ethiopia frequently. 

The coffee is then tasted and 
analyzed for quality and placed into 
a “basket,” which denotes region and 
quality level (for example, Yirgacheffe A 
or Yirgacheffe B). Baskets may contain 
coffee from multiple areas, including 
Yirgacheffe, Wenago, Kochere and 
Gelena Abaya. These areas include many 
different small farms spread across a large 
section of the country. 

After the coffee is assigned to a basket, 
exporters buy it at spot prices based on 
the quality levels that the ECX assigns, 
but they do not receive a record of the 
specific farm or village where the coffee 
is grown or processed. “Ultimately, the 
information that remains is the region 
and the basket,” says Boot. Once the 
coffee is purchased, exporters finish 
processing the coffee under their own 
authority.

On March 2, 2009, the Ethiopian 
government issued a mandate for 
coffee exporters to liquidate their coffee 
stocks within a week’s time. Prime 
Minister Meles Zenawi accused six of 
the country’s main exporters, as well 
as 88 domestic suppliers, of hoarding 
coffee and revoked their licenses. The 
Ethiopian Grain Trade Enterprise 
(EGTE) confiscated 18,000 metric tons 

of coffee. Some of the exporters have 
decided to bring the case to court, claiming 
that they have not hoarded coffee.

The mandate forced specialty coffee 
exporters working with specific farmers to 
develop high-quality coffee for immediate 
export. Joseph Brodsky and Steve Holt of 
Ninety-Plus Coffee were able to ensure  
safe passage of their 2008 microlots but 
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are unsure about the future of their work in Ethiopia. Brodsky 
and Holt received a third-place award in the Specialty Coffee 
Association of America Coffee of the Year competition for an 
Aricha 14 microlot from Yirgacheffe at the 2009 SCAA Exposition. 

The team works with farmers to develop better growing and 
processing practices. Essentially, Brodsky says, the ECX system 
creates a roadblock for the regional traceability of their coffee. 
Keeping coffee region-specific ensures that farmers are given 

credit for the quality they produce. “What I am 
trying to do at every turn is to subtly remind 
people about the opportunity to differentiate 
coffee,” Brodsky explains.

traCEabiLity 
in QUEStion

Due to a loss of regional traceability in the ECX 
system, exporters will not be able to differentiate 
coffees from a particular region. Farmers who 
grow those coffees will not receive recognition, 
and they may be less motivated to produce a 
premium product. Investment in equipment, 
attention to harvesting and processing, and 
increasing transportation efficiency may not be 
desirable to farmers who are not able to receive a 
higher price for their coffee.

However, critics of the country’s former 
auction/export system say that it did not 

A stAte OF FlUX: ethiopia’s ecX and What it Means for specialty coffee  (continued)
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encourage traceable coffee, nor did it reward farmers for quality. 
The intention of the ECX “basket” system of quality grading is 
to provide a higher price for higher-quality coffee, which in turn 
provides a financial advantage to farmers. 

The new trading system in Ethiopia has brought about 
another key reform: limiting and defining the roles of middlemen 
in the coffee chain. The sebsabies, local merchants who 
historically purchased coffee directly from farmers and sold it to 
the akrabies, have found that their position in the coffee chain has 
dissolved. 

Akrabies’ services have also been limited. In their role as 
wholesalers, akrabies charge for their services, and their fees 
remain a point of contention within the coffee industry. While 
some advocate that the cost of using akrabies’ services is lower 
than elsewhere in Africa, other maintain that the akrabies’ profit 
margin was a reason that Ethiopian farmers have received such 
a small percentage of the export price in the past. Currently, the 
akrabies no longer work with exporters to build relationships and 
develop higher prices for farmers. The akrabies’ activity is now at 
the mercy of the fluctuation of the daily market price for coffee on 
the ECX trading floor.

Farmers and roasters of high-quality coffee have come to rely 
on the akrabies to invest in infrastructure, quality development 
and farmer support. The new trading system has transformed 
the akrabies into basic commodity service providers. With little 

incentive for the akrabies to spend money that cannot be recouped 
through quality premiums, it is uncertain how the ECX system 
will affect innovation and investment in the specialty coffee 
sector in the years to come. However, regulation of the akrabies’ 
activities may benefit coffee farmers financially; under Ethiopia’s 
former coffee trading system, the country fell behind other coffee-
producing nations in returning export prices to farmers.

Though the ECX eliminates the option of specific traceability, 
it does increase the price transparency to the coffee farmer—an 
improvement upon the former auction/export system, in which 
producers trusted middlemen to pay them fairly. Today under 
the ECX system, coffee is rated on quality standards. Producers 
or merchants who supply the coffee to the mill are compensated 
based on that quality standard, and the coffee is later sold through 
the exchange using the same quality category. The establishment 
of the ECX is intended to minimize exporter interference, 
improve fair remuneration to producers, and educate farmers and 
farmer groups about fair market pricing.

Currently, 90 percent of coffee in Ethiopia is being sold 
through the ECX. Large union cooperatives are exempt from 
trading through the ECX, as they were also at liberty to bypass 
the auction system. Direct relationships with farmers are still 
theoretically possible under the new system. It is also possible for 
farmers to receive a license to be exempt from trading with the 
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ECX, but they must meet specific size standards and justify 
the price that they are receiving for their coffee. “Acquiring a 
license is not feasible for the small farmer,” Boot says.

For the coffee roaster, the introduction of coffee to the 
ECX means the possibility of losing traceable, high-quality 
Ethiopian coffee. Rainforest Alliance, organic and other 
certifications will no longer be applied to the coffees due to 
the nature of the ECX warehousing system. 

“The way in which it is currently being implemented for 
coffee is a cause of major concern,” says Schluter. “Outside 
of the unions, it does not currently allow for transparency 
to farmer level, for gourmet buyers who require this as a 
prerequisite. They are often those willing to pay the highest 
prices.”

Because the ECX is a system much larger and more 
powerful than the individual roaster and importer, there is 
little that can be done on an individual level, Brodsky says. 
“We need to move within the rules on the macro level to do 
something on the micro level,” he says. 

What roasters can do, Brodsky says, is request traceable 
coffee. The Symposium held at the SCAA annual 
conference this year—which featured a presentation and 
discussion with Dr. Eleni Gabre-Madhin, the chief executive 
officer of the ECX—was the first platform for roasters to 
advocate for traceable, region-specific Ethiopian coffee. 

As new crops are harvested and become available, it will 
be important for roasters to make sure that they are receiving 
traceable coffee, says Brodsky. Pressure on importers will 
result in pressure on exporters, who can approach the ECX 
and Ethiopian government with proof that traceable coffee 
matters. Trade shows and conferences are also places where 
roasters can meet and discuss developments in Ethiopia’s 
coffee industry.  

Menno Simons, director of the Netherlands-based 
trading firm Trabocca B.V., has worked with producers in 
Ethiopia for the past 10 years and has an office and cupping 
lab in Addis Ababa. He has visited the ECX three times 
to advocate for a “second window” for traceable specialty 
coffee. “I am much more positive that we will see a ‘second 
window’ opportunity in October before the new crop,” says 
Simons.

As the outcomes of the ECX system are seen more 
clearly, more discussions will be held to determine the future 
of Ethiopian coffee. The consciousness and involvement of 
roasters will be a building block as Ethiopia’s coffee market 
continues to evolve. 

For eric FAUst, coffee is more than a passion—it is a way 
of life. Pulling shots behind the bar and sniffing his way into 
first crack, he has worked in many different roles in the industry. 
When he isn’t armed with a tamper or cupping spoon, he has a 
pen, working as a freelance writer and contributing writer for 
The Heavy Table (www.heavytable.com).
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