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Preface |

During periods of production shortage, the application of restrictions and export bans on cereals
and foodstuffs is common practice in many countries. The goal of such export restrictions is to
secure domestic food supplies and to prevent, or at least ameliorate price increases resulting
from shortages.

Ethiopia has applied de facto bans on grain exports regularly, over a long period of time to
‘stabilize domestic grain prices.” Although itis possible to obtain export authorization or waivers,
the guidelines are not clear about when, and under what circumstances exports should or
should not be authorized.

The Government of Ethiopia lifted the maize export ban provisionally in 2014, allowing
producers and investors, as opposed to traders, to export the maize they had produced during
that production season following a bumper harvest that could have depressed domestic prices
and hurt producers. However, the decision to lift the ban was not communicated clearly to
stakeholders and the public at large. Thus, an opportunity for creating confidence among the
stakeholders in a new policy environment to consider maize exports was missed. When the
Ministry of Trade and Industry (MoTl) announced in late 2015 that it had temporarily banned
the export of certain agricultural commodities with the objective of mitigating against the effects
of drought in the country, the announcement was (and still is) interpreted to mean that the
cereals ban, including maize, had been reintroduced de facto.

This report focuses on the administration of cereals export restrictions in Ethiopia. It examines
the legal, institutional and administrative dimensions of export bans, and analyzes the
economic costs as well as the benefits of export restrictions. Also highlighted is the importance
of clarity on the preconditions and procedures governing the imposition and relaxation of the
export bans, with the objective of fostering attractive long-term private sector investments in
agricultural production and processing.

Ethiopia is one of 30 African countries that have ratified the African Continental Free Trade
Area (AfCFTA), whose impact includes boosting intra-Africa trade, manufacturing exports, job
creation for youth, and poverty alleviation. The country is also in the final stages of negotiations
prior to joining the World Trade Organization. Thus, Ethiopia is expected to put in place a more
predictable, transparent administration of its cereals export restrictions system.

At the regional level, the similarity of production and harvest seasons has been one of the
disincentives to the cereals trade. This pattern however, is being disrupted by climate change
and other factors such as the locust invasion and Covid-19 pandemic. While climate variability
has had significant impacts on agricultural productivity and food availability, it has also created
huge opportunities for increased cereals trade in the region. These developments intensify calls
for countries in the region, Ethiopia included, to introduce more predictable and transparent
systems that provide conditions and procedures under which cereal export bans are imposed
or lifted.

The report concludes that export bans are an extreme instrument at odds with market
principles. Further, the restrictions do not allow for a gradual application — a ban is either
in place, prohibiting exports, or not in place, allowing exports. Alternative, export restriction
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instruments exist such as export taxes (in various forms, including variable taxes), that have
a lower potential for market-distortion. In addition, alternative policy instruments to export
restrictions can be applied and are being applied by Ethiopia, such as subsidies, technical
support to farmers and setting minimum prices. Although Ethiopian cereals export bans have
not been effective in terms of stabilising prices and supply, they have created real costs in terms
of friction costs as well as costs stemming from the absence of predictability and transparency.
Export bans are in conflict with other Ethiopian policies — notably, the strategy to increase
agricultural output and expand exports of agricultural and processed agricultural products.

We believe this report, and the regulations developed on the basis of recommendations given,
serves as a framework for policy makers and stakeholders in agriculture in Ethiopia to review
how the imposition and relaxation of cereal export bans are made and communicated with the
aim of assisting producers, processors, traders, and exporters to make informed planting and
business decisions.
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A Brief Snapshot |

The report is divided into four parts:

Part 1 provides a descriptive overview of the scope, time periods and objectives of cereals
export bans in Ethiopia. The main objective of cereals export restrictions in Ethiopia is to
increase the supply of cereals on the domestic market, thereby increasing food security
and ensuring affordable prices for consumers. The exact scope of commodities covered by
Ethiopia’s cereals export bans is difficult to determine, due to the system’s opaqueness. The
periods during which bans were in place is also difficult to determine, since official sources of
information are lacking, and the secondary sources provide varying information. In particular,
it is difficult to determine when and whether or not bans have been lifted.

However, the main cereals subject to export bans in Ethiopia are maize and teff, although
in previous years exports of wheat and sorghum have also been banned - these four crops
constitute Ethiopia’s most important cereals. It is unclear whether or not other cereals, such as
millet or barley have been covered by the bans.

Part 2 analyzes the legal, institutional and procedural dimensions of bans and discusses their
level of compliance with World Trade Organization rules. While MoTI regulates export trade
and is responsible for imposing and lifting export bans in Ethiopia, the decision to impose
export bans on cereals is undertaken by the National Export Coordination Committee (NECC).
The background analysis prior to export ban decisions is carried out under the Prime Minister’s
Office and is not available to stakeholders, rendering the decision-making process non-
transparent.

MoT]l issues letters to other government agencies when imposing an export ban, but the record
of such decisions are not publicly available. There is no direct communication of the decision
to affected producers/traders/exporters and no official public announcement of the decision.
Exporters usually discover the bans when they attempt to process exports, impacting their
ability to properly prepare for the consequences of a ban. Currently there are no sets of rules,
guidelines or procedures that govern the imposition of export bans. Producers, exporters and
other stakeholders operate in an uncertain environment as they are unable to predict when
a ban is likely to be imposed. Also, there is no mechanism for articulating their views before
decisions on exports bans are passed.

Part 3 reviews how export bans have been used and administered in other selected countries.
Export bans are an oft-used instrument, with export restrictions rising, especially during periods
of world food price hikes. Normally, and differing from the Ethiopian practice, export bans are
only used for short periods of time, whereas other instruments, such as export taxes, are
applied over longer periods of time.

In most countries, export bans, like other types of export restrictions, are formally imposed and
lifted by the requisite legal instruments and officially announced to the relevant stakeholders or
the public at large, by the entity in charge. In a number of (primarily African) countries, however,
informal and implicit export bans are widely used, but have been criticised for their negative
impact on producers and traders. No country so far, has succeeded in building a predictable
regime for export restrictions. The overall experience is that since export restrictions are
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primarily used in emergency situations, it has been impossible to design a predictable system
based on pre-established criteria. There is no general agreement regarding to what extent
predictability is desirable: the short-term effectiveness of export restrictions is highest when a
ban enters into force immediately/without prior announcement, leaving

producers with no time to adjust accordingly. However, this also implies the highest negative
impact on producers, and most severe decisions on crop planting in subsequent seasons. Thus,
there is a trade-off between short-term and medium to long term effectiveness of measures
depending on the predictability with which measures are imposed.

Part 4 provides an economic analysis of the impact of export bans in Ethiopia, and provides
a summary assessment of the costs and benefits involved; presenting a set of alternative
recommendations for improving the current system of cereals export bans in Ethiopia. The
export bans implemented in Ethiopia so far, have not generated any notable economic benefits.

) 2

Rain-fed potato production in Adda Berga District, West Shoa
Zone, Ethiopia | Photo credit: ILRI/Fanos Mekonnen |
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Executive Summary |

In many countries, it is common practice to apply export bans and other restrictions on cereals
and foodstuffs during periods of production shortage; and Ethiopia is no exception. The main
goal of such export restrictions is to ensure domestic food supplies and to prevent or at least
ameliorate price increases resulting from shortages.

While the purpose of export bans is to lower the price, and increase the availability of food
in the short run, critics have pointed out the negative long-term effects of export restrictions,
including reduced incentives to invest in agricultural production and processing stemming from
price depression as well as uncertainty about future marketability of output due to government
interventions. Even in the short run, export restrictions may have undesired consequences on
export markets if prices there increase.

Against this background, following a competitive procurement procedure, the Alliance for a
Green Revolution in Africa (AGRA) contracted BKP Development to conduct an “economic
analysis to identify options and best practices for policy processes and procedures under
which cereals export restrictions are imposed and revoked and then complete a cost-benefit
analysis to identify recommendations to improve policy processes and procedures.”

Work on the study commenced in February 2017. A draft report was submitted in April 2017,
and validated in May 2017; the final report incorporates the comments made on the draft report
as well as from discussions from the validation workshop. The report provides (a) a descriptive
overview of the scope, time periods and objectives of cereals export bans in Ethiopia; (b)
analyses of the legal, institutional and procedural dimensions of bans and discusses their level
of compliance with WTO rules; (c) reviews how export bans have been used and administered
in other selected countries; (d) provides an economic analysis of the impact of export bans in
Ethiopia, and provides a summary assessment of the costs and benefits involved; presenting
a set of alternative recommendations for improving the current system of cereals export bans
in Ethiopia.

Overview of Export Restrictions in Ethiopia

The main objective of cereals export restrictions in Ethiopia is to increase the supply of cereals
on the domestic market, thereby increasing food security and ensuring affordable prices for
consumers. Due to the lack of transparency of the system, the exact scope of commodities
covered by Ethiopian cereals export bans is difficult to determine. The main cereals that have
been subject to export bans in Ethiopia are maize and teff, although exports of wheat and
sorghum have also been banned over the past years; these four crops constitute Ethiopia’s
most important cereals. Whether other cereals (e.g. millet or barley) have or have not been
covered by the bans is not clear.

The periods during which bans were in place are also difficult to determine, as official sources
are lacking and the different secondary sources provide varying information. In particular, it
is difficult to determine when and whether or not bans are lifted. The apparent periods during
which bans have been in place are shown in the following figure.
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The Legal, Institutional and Administrative Dimension of Export Bans in Ethiopia

The Ministry of Trade (MoT) regulates export trade and is the institution responsible for
imposing and lifting export bans in Ethiopia. However, the decision to impose export bans on

cereals is made by the National Export Coordination Committee (NECC) which is chaired by
the Prime Minister, and in which MoT is also a member.

The background analysis prior to export ban decisions is carried out under the Prime
Minister’s Office and is not available to stakeholders, rendering the decision-making process
non-transparent. There is no directorate in MoT regulating export bans on cereals. The Crop
Marketing Directorate provides support to cereal exporters but does not administer export
bans except to provide information where an export ban has been imposed. MoT, therefore,

currently lacks the institutional set up to properly investigate the need to impose an export ban
and follow up on the implementation of the ban.

MoT issues letters to other government agencies when imposing an export ban but such
decisions are not publicly available. There is no direct communication of the decision to
affected producers/traders/exporters and no official public announcement of the decision.

Exporters usually discover the bans when they attempt to process exports impacting their
ability to properly prepare for the introduction of a ban.

There are currently no sets of rules, guidelines or procedures that govern the imposition of
export bans. Producers, exporters and other stakeholders are not able to predict when a ban
would be imposed and operate in an uncertain environment. There is also no mechanism for
their views to be heard before decisions on exports bans are passed. Ethiopia will most likely
face challenges from WTO members in its WTO accession negotiations as some of the current
export ban practices — particularly the one on teff and teff flour - are inconsistent with the

requirements of WTO agreements. This is because WTO rules prohibit non-temporary export
bans.

Experience in Other Countries

0,
0'0

The use of export restrictions, especially during periods of world food price hikes, is
high, and export bans are an often-used instrument. Normally, and different from the

— I Wheat

Teff

I — e vaize

0 BV © © K~ Ik 0 0 O O O O «— «— N N O O < < u 1vu © O ~
O O O O O O O O O O v v v v v v v v v v v v v v +
E >¢g >2¢ > > > >§5 2 g 2 >¢c >»c >»¢c >¢
o
$3838385383§3838383S8383¢%3s

A REVIEW OF PRACTICE, ECONOMIC COSTS AND BENEFITS IX




Ethiopian practice, export bans are only used for short periods of time, whereas other
instruments, such as export taxes, are applied over longer periods of time.

« Transparency: In most countries, export bans, like other types of export restrictions, are
formally imposed and lifted by the requisite legal instrument and officially announced
by the entity in charge to the relevant stakeholders or the public at large. In a number
of (primarily African) countries, however, informal and implicit export bans are widely
used, but have been criticised for their negative impact on producers and traders.

+ Predictability: No country has so far succeeded in building a predictable regime for
export restrictions. The overall experience is that since export restrictions are primarily
used in emergency situations, it has been impossible to design a predictable system
based on pre-established criteria. There is no general agreement regarding to what
extent predictability is desirable: the short-term effectiveness of export restrictions is
highest when a ban enters immediately/without early announcement, as producers
have no time to adjust. However, this also implies the highest negative impact on
producers and most severe decisions on crop planting in subsequent seasons; there
is thus a trade-off between short-term and medium to long term effectiveness of
measures depending on the predictability with which measures are imposed.

Economic Costs and Benefits of Export Restrictions in Ethiopia

To a large extent, cereals export bans in Ethiopia were not binding, that is, even without the ban
in place exports would still have been limited. The level of exports that would have taken place
(not as informal cross-border trade) is too limited to have any notable economic implications
in Ethiopia, in terms of exerting downward pressure on prices, stabilising supply, or influencing
welfare. As a result of this, the export bans implemented in Ethiopia so far have not generated
any notable economic benefits.

If export bans had been economically relevant and yielded larger results — which would have
been the case if the export competitiveness of Ethiopian cereals production had been higher,
and exports in the absence of a ban had also been higher — they would have resulted in (a) an
aggregate welfare loss, and (b) have shifted welfare from rural households producing cereals
to urban households consuming cereals. This follows both from the economic theory of export
bans and numerous studies undertaken of export restrictions in Ethiopia and elsewhere,
reviewed in this report. The distribution of costs and benefits is as follows:

+ Net consumers of cereals (i.e. urban households, including the urban poor) receive a
benefit from export bans;

+ Net producers of cereals (including rural poor households) pay the cost in terms of
lower producer prices;

+ Intermediaries also sometimes benefit if they do not pass on the full reduction in farm-
gate prices to the consumer prices.

Overall, since the benefits to urban households do not fully outweigh the losses to rural
households, at the economy-wide level export bans generate a net loss; this is larger in the
long run due to the fact that lower domestic prices caused by the ban act as a disincentive
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to production, in terms of both planting decisions (there is an incentive to divert production to
crops not subjected to a ban) and productivity enhancing and/or cultivated area expanding
investments.

Ultimately, since export bans generate winners and losers, it is a policy choice for the
government whether the benefits for urban consumers are weighted higher than the losses for
rural households and overall welfare.

+ Export bans are an extreme instrument which is at odds with market principles; it
also does not allow gradual application — a ban is either in place, prohibiting exports,
or not in place, allowing exports. Alternative, less market-distorting export restriction
instruments exist, such as export taxes (in various forms, including variable taxes). In
addition, alternative policy instruments to export restrictions can be applied and are
applied by Ethiopia, such as subsidies, technical support to farmers, setting minimum
prices, etc.

% Although Ethiopian cereals export bans have not been effective in terms of stabilising
prices and supply, they have caused real costs in terms of friction costs as well as
costs stemming from lack of predictability and transparency.

« Export bans are in conflict with other Ethiopian policies — notably, the strategy
to increase agricultural output and expand exports of agricultural and processed
agricultural products is in full contradiction to the export ban.

Main Recommendations

Three broad recommendations for alternative (or consecutive) policies pursuing the aim of
expanding supply and stabilising prices on Ethiopia’s cereals markets are put forward. The
recommendations are ordered from the modest and specific to radical and broad.

Summary Recommendation 1: The identified shortcomings of the current regime of cereals
export bans should be addressed. This leaves the instrument of export bans intact but reduces
the friction costs associated with it. This summary recommendation aims at improving the
management of export restrictions by enhancing the transparency and predictability of bans
and how they are imposed and lifted. Details include:

@,

+ The government should pass a directive or regulation which sets out detailed rules
and procedures on the imposition, administration and lifting of cereals export bans,
including designating the government agency authorized to impose and lift bans (MoT
is the recommended agency), the criteria and conditions under which export bans may
be issued, the decision-making process, stakeholder consultations, and the periodical
review of implementation. A suggested structure is provided in Annex A of the report.

« Each individual ban taken under the directive should then be formally imposed,
amended and revoked and be made public through appropriate notification in the
media, as well as on the issuing agency’s website.

«  While predictability is difficult to achieve, key criteria should be established, such as
the forecast of a serious shortage, using the existing mechanisms under the National
Disaster Risk Management Commission (NDRMC).
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Summary Recommendation 2: Consider replacing export bans with variable export taxes
- an instrument that is a less distorting of the market. In most situations, export bans are not
an appropriate instrument to correct real or perceived failures on the cereals market; they
also entail the highest welfare losses, compared to other export restrictive measures. This
recommendation goes one step further by suggesting to replace export bans with a less
distorting instrument. The objective would be to establish a more automated (and, hence,
transparent) system, avoiding those that require discretionary decisions. For example, export
quotas require allocation decisions by the administration and non-automatic export licences
or permits entail high administrative costs for traders. In addition, all instruments requiring
discretionary decisions entail the risk of increasing corruption. Export taxes, while certainly
not perfect, might therefore be a preferable instrument. In particular, the suitability of variable
export taxes should be studied; they are also one of the instruments being considered as an
option for the stabilisation of food prices in the WTO.

Summary Recommendation 3: Consider the wider context of measures and consider
replacing export restrictions in general by other instruments. The way to increased welfare is
not through export constraints, which in the case of Ethiopia only marginally increase supply,
but through increased production. Implementing this recommendation, which has been put
forward by other studies in the past, will require some more research to develop a coherent
concept, but a broad body of evidence, findings and specific recommendations is already
available.

Finally, the importance of pursuing an integrated solution to the problem of cereals supply
shortages and price volatility cannot be overstated. Thus, even if either of the first two
recommendations is pursued, addressing the production side will play an important role, both
in the short and long term. This also includes measures to support farmers if cereals prices go
down

Ethiopian farm landscape
| photo credit: ILRI/ Apollo Habtamu |
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1.0 INTRODUCTION

n many countries itis common practice to apply export bans and other restrictions on cereals
and other foodstuffs during periods of production shortages. Ethiopia is no exception. The
goal of export restrictions is to ensure domestic food supplies and to prevent or at least
ameliorate price increases resulting from shortages.

While the purpose of these types of export bans is to lower the price, and increase the
availability of food in the short run, critics have pointed out the negative long-term effects of
export restrictions, i.e. reduced incentives to invest in agricultural production and processing
stemming from price depression as well as uncertainty about future marketability of output due
to government interventions. Even in the short run, export restrictions may have undesired
consequences on export markets if prices there increase.

Against this background, following a competitive procurement procedure, the Alliance for a
Green Revolution in Africa (AGRA) contracted BKP Development to conduct an “economic
analysis to identify options and best practices for policy processes and procedures under
which cereals export restrictions are imposed and revoked and then complete a cost-benefit
analysis to identify recommendations to improve policy processes and procedures.”

In line with this objective, the guiding research questions for the study were:

1. Towhat extent does the current cereals export restrictions regime in Ethiopia contribute
to increasing the supply of cereals to Ethiopian consumers at affordable costs, in the
short, medium and long term?

2. Which persons, or groups of persons, are affected by the current cereals export
restrictions regime, and through which transmission channels?

3. What alternative options and/or modifications to the current regime exist, and what are
their costs and benefits?

The present draft report provides responses to these questions and recommendations derived
from the findings. The report is structured as follows: Section 2 provides a descriptive overview
of the scope, time periods and objectives of cereals export bans in Ethiopia.

Section 3 analyses the legal, institutional and procedural dimensions of bans and discusses
their level of compliance with WTO rules. Section 4 complements the analysis of the Ethiopian
experience with a review of how export bans have been used and administered in selected
other countries, in order to provide good and bad practices from which Ethiopia can learn.
Section 5 is devoted to an economic analysis of the impact of export bans in Ethiopia, and
provides a summary assessment of the costs and benefits involved, and Section 6 presents
the main recommendations.
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2.1 Objectives

Ithough a clearly articulated policy on export restrictions and transparent rules for
their administration are lacking, based on a literature review as well as statements
made and observed behaviour, it is evident that the main objective of cereal export
restrictions in Ethiopia is to increase the supply of cereals on the domestic market,
thereby increasing food security and ensuring affordable prices for consumers. This differs
from the objectives of export restrictions for other primary goods — such as the export bans
for cotton (USDA FAS 2012a) or hides and skins — which is to foster domestic value addition.

The two components which make up the overall objective — ensuring that supply and price
stability, have both been applied in Ethiopia. For instance, the current ban, which has been
in place since the 2016 harvest, was imposed due to the drought occasioned by the El Nifio
weather phenomenon, and aimed to alleviate food shortages when crop failure occured.
Conversely, the reason stated for imposing the export ban on maize in February 2011, which
stayed in place until the end of 2014, were the high domestic consumer prices. This ban was
justified as a tool to address price increases, respectively to correct a case where domestic
cereal prices were deemed by the government to be too high. Similarly, the ban of teff exports
in 2006 was justified by fears that the increased exports in response to soaring international
demand for teff would lead to rapid price increases domestically’.

2.2 Scope and Period

The exact scope of commodities covered by Ethiopian cereals export bans is almost impossible
to determine. The main cereals that have been subject to export bans in Ethiopia are maize
and teff, although wheat and sorghum exports have also been banned over the past years.
These four crops constitute Ethiopia’s most important cereals (Figure 1). As there is no written
procedure on the imposition and lifting of export bans in relation to any cereal products, it is
unclear whether different considerations govern export bans on the four products or, indeed,
whether other cereals are also affected by the ban.

Likewise the period during which bans were in place are difficult to determine, as different
sources provide different information. According to PANAPRESS, an export ban on all food
cereals (maize, sorghum, wheat and teff) was imposed on 31 January 2006, with immediate
effec?. According to Woldie and Siddig (2009), the export ban on cereals was introduced in
2007 for an indefinite period, to stabilise domestic grain prices. Rashid (2010: 11) states that
the “ban on cereal export was imposed in February 2008.” AGP-AMDe (2015: 105) report that

1 As the Guardian noted, “the government outlawed international sales of the grain for fear of suffering the same fate as Bolivia
during the recent “quinoa fever”. After being branded a superfood, demand for this Andean grain skyrocketed, increasing its
price tenfold between 2009 and 2013, with some claiming this affected food security in the Andes.” See “Teff could be the
next quinoa as Ethiopia boosts exports”, The Guardian, 14 October 2016.

2 “Ethiopia bans export of grains”, PANAPRESS, 31 January 2006. Available at: http.//www.panapress.com/Ethiopia-bans-
export-of-grains--13-578573-17-lang 1-index.html.
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“The Government also banned export of teff, wheat, maize and sorghum initially (i.e., Dec.
2006) and later expanded the ban to all cereals (June 2008).” AGRA (2014: 36) states: “2009,
faced with high food price inflation, the Ethiopian government banned the export of maize
and sorghum.” In addition to the cereals ban, mentioned above, an export ban on maize was
imposed in February 2011.

Figure 1: Selected statistics for Ethiopian cereals production, 2004-2016
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There is uncertainty about whether and to what extent the ban has been lifted since then.
Thus, it appears that overall, the cereals ban has not been lifted; for example, Aragie et al.
(2016: 5) mention that it “is still operational”. According to information provided by MoT, the
general export ban on cereals is no longer applied in practice, although it apparently has not
been revoked formally. Converseley, for selected individual crops the bans appear to have
been lifted — at least partly and temporarily.

For example, against the background of a bumper maize harvest that could potentially depress
domestic prices and hurt producers, the government provisionally lifted the maize export ban in
November 2014 by allowing producers and investors (as opposed to traders and smallholder
farmers) to export the maize produced in the 2013/14 and 2014/15 production seasons.
However, whether or not the decision to lift the ban had been communicated to stakeholders
(and the public at large) was not clear. Neither was it widely and repeatedly communicated in
a way to create confidence in a new policy environment for stakeholders to seriously consider
maize exports. The only official communication of the GoE decision to lift the maize export
ban was a letter from the Ministry of Trade to the Ministry of Agriculture in which the former
requested the latter to provide a volume of production for this season by each investor engaged
in maize production in the country.

Likewise, the (de facto) reintroduction of the ban in late 2015 was neither clear nor widely
communicated. The Ministry of Trade announced that it had “temporarily” banned the export
of maize and sorghum with the objective of mitigating the effects of the drought in the country;
this announcement was understood to be a reimposition of the maize and sorghum export ban.

In March 2017, the ban appeared to have been partially lifted again, at least to a certain extent.
Based on a request by a union of cooperatives that had secured a contract to sell 10,000 MT
of maize to Kenya, but had been informed that such an export was not possible under the ban,
the Ministry of Trade (MoT) announced that cooperatives could export maize that they had
collected from their respective members. This announcement was made by the State Minister
of Trade at a public symposium?® but was not communicated through the official channels — like
the letter issued by MoT when imposing the ban in October 2015. In addition, the World Food
Programme (WFP) obtained permission to export 50,000 MT of maize.

The Ministry also announced that 18 cooperatives were permitted to export up to 28,000 tons
of maize collected from their members and announced that commercial farms would also be
allowed to export their own harvests of maize. Subsequently, two companies have so far been
allowed to export but only one of these companies has actually exported approximatey 28,000
tons from March to May 2017.

For teff, both the national and international media in 2015 and 2016 reported that the ban,
which had been imposed in January 2006, was lifted. However, these reports appear to refer to
the exports allowed for the (then 48) commercial farms participating in ATA’'s Teff International
Market Access (TIMA) project®.

3 The announcement was made by H.E. the State-Minister of Trade, Ato Ayana Zewdie, at the 4th National Cooperatives’
Exhibition, Bazaar and Symposium, held on February 7, 2017.
4 See, for example, Addis Fortune, 04 May 2015; CNN, 18 December 2015; The Guardian, 14 October 2016.
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Figure 2 provides an overview of the (likely) time periods during which cereals export bans
were in place in Ethiopia. Lighter shades refer to periods where a ban was either in place

partially (such as for teff since mid-2016 or maize most recently), or where the existence of a
ban could not be firmly established due to lack of information.

Figure 2: Periods of Ethiopian cereals export bans
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2.3 Complementary Policy Measures

In addition to export bans, the government has used various other policy instruments aimed
at stabilising the food supply and prices. In particular, the following short-term measures have
been used (Rashid 2010; Rashid and Lemma 2014; AGP-AMDe 2015: 104f; Aragie et al.
2016):

1. The re-introduction of urban food rationing and provision of subsidized imported wheat:
The government provides subsidies on imported wheat for poor urban consumers® For
example, in 2007 a USD $800 M annual subsidy on petroleum products was removed and

used to keep grain prices under control, by providing 25kg of subsidized wheat per month
to low-income urban dwellers (Woldie/Siddig 2009: 4, 7)8;

N

An informal suspension of local procurement for price stabilisation and humanitarian
purposes, including by the WFP?;

w

Direct government imports of wheat for open market sales and stabilisation of prices below
increasing market rates — Aragie et al. note that prices to traders were less than 50% of
market rates. Therefore, the “program was abandoned quickly for being too costly and for
failing to achieve its purposes due to the bad behaviour of some of the traders” (2016: 5);

5 As Benson et al. (2014: 24) note, the “subsidy program operates by offering wheat at lower than cost to industrial
millers and bakers at one subsidy level and directly to urban consumers through kebele shops at a slightly lower
subsidized price (higher subsidy).”

6 A detailed description of the wheat subsidy and its functioning is presented in AGP-AMDe 2015 (105-112).

7 Note, however, that government procurement has also been used as an instrument in periods where harvests

where exceptionally good and prices collapsed. For example, “Government instructed EGTE to make local
purchases in 2003 when maize prices collapsed” (Rashid 2010: 13).

A REVIEW OF PRACTICE, ECONOMIC COSTS AND BENEFITS 5




Tax policy measures were also taken such as the exemption of grains from value
added tax (VAT)(cf. Woldie/Siddig 2009);

Price controls on 17 commaodities, including cereals, from January to June 2011 (AGP-
AMDe 2015: 105).

In addition, a number of longer-term measures were taken with the aim of increasing the
output of cereals, both for domestic supply as well as exports. For example, the Ministry of
Agriculture and Natural Resources (MoANR) and ATA have various ongoing initiatives to
increase production of maize, teff and wheat through a variety of measures aiming at increasing
productivity, including improved access to inputs, agricultural advisory services, output markets,
agricultural financing, and the introduction to farmers to promising new production techniques
(cf. Benson et at. 2014).

Soil and water conservation through collect
| Photo credit: ILRI/Amede | >




3.0 Export Restrictions in Ethiopia — the Legal, Institutional and Administrative
Dimension

any countries have mechanisms in place to impose export restrictions, particularly

on foodstuffs, when the requisite conditions arise. Countries usually introduce a set

mechanism that governs export bans. This mechanism details the conditions that

necessitate the imposition of export bans, how to evaluate whether such conditions
are met, how and for how long such bans are introduced, review and appeal processes for
affected producers (businesses), and conditions that result in the lifting of the imposed export
bans.

In Ethiopia, the Ministry of Trade has the overall responsibility of regulating foreign trade.
Although Proclamation 916/2015 — which provides the duties and responsibilities of federal
organs — does not expressly list imposing and lifting export bans as one of the duties of the
Ministry of Trade, it is safe to assume that the Ministry’s powers include this authority. However,
the current practice is ad hoc, whereby the Ministry imposes and lifts export bans through
letters (circulars) sent out to other government agencies. There is no formal procedure in place
to assess the need to impose and lift export bans, leaving producers particularly vulnerable.
Applying export bans on an ad-hoc basis in the absence of an established mechanism of
determining the need for imposing and lifting the restriction results in a highly unpredictable
production and trading system. This adversely impacts production and market-planning as
producers are uncertain when such export bans will be introduced and lifted. This, as is
addressed in detail in Section 5 below, in turn can cause a reduction in the number of producers
engaged in cereals and foodstuffs production. This is particularly true for commercial producers
who have the option of investing in other more predictable production or trading areas. It can
also deter potential new entrants into agricultural production. This is particularly pertinent to
Ethiopia as it is endeavouring to attract greater foreign investment in the sector.

On a secondary note, it is also worthwhile to consider the issue of export bans on cereals
in light of Ethiopia’s stated goal of acceding to the World Trade Organization (WTO) and its
engagement in regional trade integration initiatives. A well-established principle under WTO
rules is the general prohibition of export bans. However, temporary export restrictions are
permitted “to prevent or relieve critical shortages of foodstuffs”. There are two important
considerations here. First, the measure has to be temporary, which means that such measures
should be lifted when conditions improve. Second, the WTO requires a transparent and
predictable application of rules and procedures governing trade. This means that export bans
should be applied in a transparent and predictable manner. During its accession negotiations,
WTO member countries are likely to request Ethiopia to demonstrate that its export banning
procedures are transparent and predictable.
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3.1 Institutional Set Up and the Administration of Export Bans

3.1.1 Background

The main institutions involved in the production and export of cereals are MOANR and MoT.
According to article 43(1) of the Commercial Registration and Business Licensing Proclamation
980 of 2016, the Ministry of Trade regulates import and export trade and has the authority to
“ban importation into or exportation from Ethiopia of certain goods and services™

The current export ban on maize and sorghum was instated via a letter issued by MoT on
October 21, 2015. This was preceded by a letter from MoANR in September 2015 requesting
MoT to impose a ban, citing an expected food shortage arising from the El Nifio weather
phenomenon which affected the rainy season that year. The ban took effect immediately but
exporters who had pre-registered contracts were allowed to fulfil their obligations under the
contracts.

The export ban letter from MoT was addressed to the National Bank of Ethiopia (NBE) and
the Ethiopian Revenues and Customs Authority (ERCA) for enforcement. NBE in turn issued
letters to commercial banks informing them of the export ban decision. Commercial banks then
stopped issuing letters of credit to process exports of maize and sorghum. ERCA also monitors
that these products are not exported in breach of MoT’s decision.

The export ban on maize was re-introduced only after a year as a previous export ban on maize
was only lifted in November 2014 by the MoT. That ban had been in place since March 2011
when it was introduced to combat high domestic prices. The ban was not fully lifted but allowed
commercial maize farmers to export their own harvest and instructed the former Ethiopian
Grain Trade Enterprise to buy maize from farmers and export while “reviewing domestic price
trends”. A ban on all grain exports was first imposed in February 2008 but was lifted with
respect to cereals in July 2010.

While this is the formal procedure of determining and implementing the ban, the actual
decision- making process is reportedly quite different. MoT indicates that the actual export ban
decision was made at the Prime Minister’s Office under the auspices of the National Export
Coordination Committee (NECC). NECC is chaired by the Prime Minister and oversees all
export activities in the country. NECC reached the decision to impose the export ban based
on harvest forecasts and expected food shortages. The MoT letter formalised this process by
making an official decision to impose the export ban on maize and sorghum.

This indicates that the export ban decision was made at the highest executive level. Indeed
Article 43 of Proclamation 980 of 2016, requires a decision on export bans to be approved
by the highest executive body — i.e. the Council of Ministers. NECC may not comprise all
ministries and hence the export ban decision may not be technically approved by the Council
of Ministers, but rather by the NECC and the Prime Minister. This is not a significant procedural
issue as the Prime Minister heads both the Council of Ministers and NECC, but it is a further

8 Article 43 (1) of the (new) Commercial Registration and Business Licensing Proclamation 980 of 2016.
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illustration of the need to clearly identify and stipulate the authority and duties of the various
agencies involved in imposing and administering export bans.

It is, however, unclear who initiatited the export ban issue at the NECC meetings and where
in the Prime Minister’s Office the study (report) on the need to impose the cereals export ban
was carried out. The Crop Marketing Directorate at MoT became aware of the decision after
it was passed by NECC and its experts had not been involved in the assessment undertaken
by the Prime Minister’s Office. The study team has also not been able to identify the specific
details included in such assessments and the parametres used to determine whether or not to
impose the export ban.

3.1.2 Institutional Set up

The first step involved in the export ban decision-making process is to determine the food
security status in Ethiopia. MOANR is the primary agency overseeing agricultural production in
the country. However, the Ministry, does not compile agricultural production and forecast data,
but rather relies on data collection and forecast analysis undertaken by the Central Statistical
Agency (CSA) and the National Disaster Risk Management Commission (NDRMC).

On the other hand, NDRMC leads and coordinates annual comprehensive agricultural
production assessments with a view to ascertaining the level of food security nationwide.®
The agricultural and food security assessment forms part of an overall assessment that also
includes health, nutrition, education, and water, sanitation and hygiene. This assessment is
normally carried out in November of each year to enable a better assessment of the main
Meher'® harvest season. It involves coordination with sector federal and regional agencies,
such as MoANR and regional agriculture bureaus, and sending out teams to all regions of
Ethiopia to conduct field assessments. Teams conduct these field assessments and compile
and organise the data in line with the administrative structures — at Kebele, Woreda, and Zone
levels. The assessments are then compiled for each region in consultation with the regional
administrations. The regional reports are in turn synthesised to create a national report called
the Humanitarian Requirements Document (HRD). The HRD is presented to the National
Disaster Prevention and Preparation Committee chaired by the Deputy Prime Minister for
approval. It then forms the basis for disaster risk activities for the relevant year. The annual
assessment is augmented by a review in February during the Belg season.

On the regulatory side, MoT appears to have an incomplete structure when it comes to
regulating trade in cereals and other crops. The Ministry’s activities are organised under a
trade regulation and a trade promotion wing. While there is a Crop Marketing Directorate under
the trade promotion wing, this Directorate’s activities focus on market linkages, identification
of market oriented commodities and export as opposed to regulation of trade. There is no
directorate that specifically regulates the trade of cereals and other crops. This is without
prejudice to the overall authority of MoT to regulate exports from Ethiopia.

9 Interview with Zinet Ahmed, Disaster Response and Rehabilitation Expert, NDRMC.
10 The Meher harvest (characterized by the main rainy season from June — September) is the main agricultural harvest season
in most parts of Ethiopia. The Belg season is the secondary season with smaller rains from February to May
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Another consideration is the little (if any) engagement of the Crop Marketing Directorate
in the analysis and decision-making of introducing and lifting export bans on cereals. The
Directorate’s activities are focused on supporting the marketing of cereals, oil seeds and pulses.
Specific duties include assisting traders solve logistics problems; assisting in solving problems
associated with product delivery, sample taking, and quality certification in commodity market
centre and warehouse operations; issuing permits for crop product samples; and supplying
requested information and advising on crop marketing issues."

NECC was set up in 2003 with the aim of promoting exports and improving coordination
among government agencies involved in exports.'? It is chaired by the Prime Minister and
comprises representatives of government agencies with a role in export trade, including MoT.
The Committee meets monthly and focuses on passing decisions to solve constraints (Oqubay
2015: 99-102). A recent example of a decision by NECC is its decision instructing VAT refunds
to exporters to be made within seven days after the request.’® The decisions of NECC are
likely to be implemented straightaway as they are made by the highest executive organ of the
government — the Office of the Prime Minister.

3.1.3 Legal Authority

The main legislation that defines the powers and duties of federal executive organs in Ethiopia
is Proclamation No. 916 of 2015, which lays down the power and duties of each federal ministry
and regulatory agencies.

Article 22 lists the powers and duties of the Ministry of Trade. The provision states the Ministry
has the following powers and duties when it comes to foreign trade:

+» support the promotion and development of export trade and support exporters

+ establish a system to ensure export or import goods are sold or bought at the
appropriate price

+ control the qualities of export and import goods; prohibit the importation and exportation
of goods that do not conform with the required standards

While the provision states that MoT can prohibit exports of goods that do not comply with
standards, it does not list the restriction or prohibition of exports for other justifiable grounds as
one of MoT’s powers. The previous proclamation on the powers and duties of federal executive
organs (Proclamation No. 691 of 2010) contained the same list of powers and duties of MoT.

The general authority to prohibit the export (and import) of goods is curiously stipulated in the
Commercial Registration and Business Licensing Proclamation No. 980 of 2016. As the title
of the proclamation indicates, this law was issued to legislate commercial registration and
business licensing procedures and requirements but not to endow MoT with additional powers.

11 List displayed on a board at the offices of the Crop Marketing Directorate at the Ministry of Trade.

12 Oqubay (2015: 99-102). The study team could not find the instrument that established NECC and relied on
secondary sources in their examination of NECC activities.

13 “Committee Recommends faster VAT refunds, improving process for textile manufacturing”, Capital Ethiopia Newspaper,
February 13, 2017; http://capitalethiopia.com/2017/02/13/committee-recommends-faster-vat-refunds-improving-process-
textile-manufacturing/#.WO4dX9KGPbO, last accessed on April 12, 2017.
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However, Article 43(1) states that MoT has the authority to prohibit the export and import of
goods. This authority is attached to two conditions. First, the decision must be in the national
interest. Second, the measure has to be approved by the Council of Ministers.

The fact that the general authority to prohibit exports and imports was not listed under the
powers and duties of Executive Organs proclamations is a glaring omission and it seems MoT
is trying to remedy the error by including this authority under the commercial registration and
business licensing proclamation. This, however, is not the appropriate place for defining powers
of MoT and adds to the opaqueness of the export ban decision making process discussed in
the previous section.

3.1.4 Administration of Export Bans

As discussed above, MoT normally sends a letter stating the imposition of the ban to NBE
and ERCA for enforcement, and the ban is then indirectly enforced by commercial banks
when they stop processing letters of credit for export of the concerned cereals. There is no
direct communication of the decision to the affected producers/traders/exporters and no official
public announcement of the decision. For instance, new proclamations and regulations at
the federal level are officially published in the Federal Negarit Gazeta. But there is no similar
mechanism where official decisions of government agencies are published. Producers and
exporters discover the decision from other sources, or from their respective commercial banks,
at a later date.

The lack of properly publicising new administrative measures is not unique to the ban on
exports or the operations of MoT. This is common practice in most government agencies where
affected parties find out about new measures when they are applied with respect to them.

An important consideration with respect to the administration of export bans is how and
when they are lifted. The provision in the Commercial Registration and Business Licensing
Proclamation does not provide detailed conditions for when an export ban is lifted. There are no
rules that prescribe the determination of whether to continue or cease export bans. The letters
issued by MoT to impose export bans so far have not contained time-limited prohibitions, nor
have they provided that an export ban will be lifted when conditions improve. It may be obvious
to say that export bans should be lifted when the conditions that caused their introduction no
longer exist, but this determination can be subjective. In addition, MoT and NECC do not seem
to make periodic structured and systemic reviews of the prevailing conditions and the impact
of the ban to alleviate these conditions. MoT may therefore continue to impose the export ban
as it will not have evidence that it is no longer necessary to maintain it.

This creates further uncertainty on cereals producers/traders/exporters as they cannot be
assured that an introduced export ban will be lifted as soon as the conditions for its imposition
have ceased.

3.1.5 Views of Producers/traders/exporters

The study team interviewed two commercial maize farms (including a company with two large
commercial farms producing maize and other crops) and cooperative unions that trade in
maize by collecting from farmers (via primary farmers’ cooperatives) and selling it to various
buyers.
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The stakeholders stated in interviews that there was little consultation and information exchange
between government agencies, farmers and traders before decisions, such as the export ban,
were passed by the government. They were in agreement that prior consultations should be
done to collect the views of producers to plan their affairs ahead of the implementation of the
decisions.

The representative of the large commercial farm stated that his company had found buyers in
Sudan and the Gulf countries previously for its maize.' But the enterprise has not pursued
foreign markets strongly due to the uncertainity over whether or not it can export its product
annually. He noted that they could build sustained relationships with foreign buyers if the market
was open. He further stated that upon agreement, exports may be banned during periods
og food shortage but that such measures should be lifted as soon as conditions improved.
However, the current system is not designed to respond quickly.

The current system affects the decisions of domestic farmers, as export bans (coupled with low
domestic prices) have resulted in substantial losses in previous years.

The stakeholders indicated that one alternative to providing stability in the domestic market and
ensuring better market access was to increase domestic market linkages between producers
and domestic agro processors.

The head of one cooperative union was of the opinion that the export of cereals should not be
always permitted but that it should be allowed in years or surplus production as a means to
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stabilise domestic markets and protect producers from low prices during surplus production
years.

On the other hand, the commercial farm owner was of the opinion that allowing cereals exports
would be an incentive to increase production. He further stated that the government should
gather full information on agricultural production before passing decisions that affect production
and marketing.

3.1.6 Limitations of the current export ban mechanism

It is clear from the discussions above that the decision-making process is not transparent and
does not include all the stakeholders involved in cereals production, marketing and exports.
NECC and MoT (as far as the study team could determine) have based their decisions on
the information they have gathered themselves but have not undertaken consultations with
all the stakeholders in the sector. In terms of information, the NDRMC'’s thorough agricultural
and food security assessment provides appropriate current and relevant data on the status of
food production in the country. This assessment is the foundation of the country’s food security
requirements every year. The findings of the assessment as compiled under the annual
Humanitarian Requirements Document will undoubtedly be considered by NECC in deciding
whether or not to impose an export ban. Nevertheless, data is either lacking or iunreliable,
notably on production forecasts; this is one issue which negatively impacts on the predictability
of decisions to either impose or lift import bans.

Furthermore, it does not appear that NECC consults stakeholders in cereals production nor
takes their input into consideration in its decision-making process. The study team interviewed
private cereal producers as well as cooperative unions active in the sector, and all interviewees
disclosed that they had not been consulted on the proposed ban prior to its announcement. In
some instances, exporters only learnt about the export ban when they went to their banks to
inquire about the processes required for possible maize exports.

The fact that the decision making process is not public (at least with respect to stakeholders
in the sector) and involves only government agencies also makes it difficult for producers
and exporters to have their opinions heard. It was recently reported that NECC would be
restructured to include private sector actors as members."™ This is a positive push towards
having meaningful stakeholder consultations.

There are no established guidelines, procedures and criteria to determine an export ban. This
means producers and exporters cannot anticipate an imminent decision to impose an export
ban by examining prevalent production and market conditions.

3.1.7 Recommendations

The government should set out detailed rules and procedures on the imposition, administration
and lifting of export bans on cereals in a regulation or directive. This should include the criteria
and conditions under which bans may be issued, rules for determining the duration of the ban,

15 “National Export Council to be Restructured”, The Reporter Newspaper (English Version), February 18, 2017; http://www.
thereporterethiopia.com/content/national-export-council-be-restructured, last accessed on April 12, 2017
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the decision-making process, stakeholder consultations, official notification of the decision and
type of information to be provided (including, among others, the specific commodities covered
by the ban, its time of entry and duration, and transition arrangements), and the periodical
review of implementation. The issues that should be covered in this instrument are discussed
in detail in Annex A.

Interms of the agency to regulate export restrictions, MoT is the logical choice here as it regulates
export trade. An alternative could be NECC. As a body comprising various stakeholders in
charge of different aspects of exports, NECC might be a good alternative as it can serve as
a forum to examine the issue of export bans among the various stakeholders and could pass
decisions at the highest executive level. However, the fact that NECC is not legally constituted
would mean its decisions would need to be formalized by a legal entity in order to be properly
enforced. It therefore seems more appropriate to endow MoT with the mandate to impose and
lift export bans and restrictions.

There is also a need for timely and accurate data for deciding on the imposition and lifting of
export bans, as well as the need to integrate such data into an integrated information system
from which decisions could be taken.

All of these measures need to be examined not only from the perspective of ensuring food
supplies in the country but also examining the impact of the present system of control on
private investments in agricultural production. It is doubtful that commercial investors, foreign
or domestic, would be attracted to invest in the production of cereals if they were uncertain as
to whether or not they could sell their product “freely” and get a fair return on their investment.
Temporary export bans are used by several countries but usually follow pre-determined
procedures that are applied in a transparent manner (see Section 4 below).

3.2 WTO Rules on Export Restrictions
3.2.1 General Provisions

The General Agreement on Tariffs and Trade (GATT) is the founding agreement of the WTO.
It contains provisions covering export (and other) restrictions. The main provision dealing with
quantitative restrictions, Article XI(1), reads “No prohibitions or restrictions other than duties,
taxes or other charges, [...] shall be instituted or maintained by any contracting party on the
importation of any product of the territory of any other contracting party or on the exportation
or sale for export of any product destined for the territory of any other contracting party.” The
article therefore requires WTO members to eliminate all other prohibitions and quantitative
restrictions on exports. Measures other than these, including outright export bans are not
allowed under GATT. On the other hand, export taxes fall under the permitted measures and
hence are not subject to elimination under Article XI of GATT.

GATT Article XI(2)(a) provides an exception to the ban of export restrictions by allowing WTO
members to impose them temporarily “to prevent or relieve critical shortages of foodstuffs or
other products essential to the exporting contracting party”. The Agreement on Agriculture
(AoA) of the WTO also contains provisions on export restrictions, although these do not apply
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to developing countries except those that are net exporters of the commodity concerned
(Article 12(2) of the AoA)."®

The other exceptions to the prohibition on quantitative restrictions are found under Articles
XX, XXI, and Xll of GATT. Article XX deals with cases where export restrictions are applied
with a view to conserve exhaustible natural resources, when the specific export control is
necessary to ensure essential quantities of such materials to a domestic processing industry
during periods when the domestic price of such materials is held below the world price as part
of a governmental stabilization plan, and in cases where the control on exports is essential
to the acquisition or distribution of products in general or local short supply. However, the
Article also stipulates that if such measures are inconsistent with other GATT principles they
should be stopped when conditions that made the controls necessary (under Article XX) no
longer exist. This means that the export restriction measure should be discontinued where the
condition that necessitated its issuance has ceased.

GATT Article XXl allows the use of export controls in the case of security exceptions, and Article
XII (Article XVIII for developing countries) permit members to apply restrictions to safeguard
their balance of payments. Finally, Article XllI requires the application of export restrictions
to be on a non-discriminatory basis. This means that a WTO Member that applies an export
restriction must apply the measure equally with regard to its exports to all other countries. It
cannot apply less-restrictive measures with respect to one country to the exclusion of other
WTO Members. This is a reverse application of the Most-Favoured-Nation (MFN) principle,
which is one of the bedrock principles of the WTO system.

Article 12(1) of the WTO Agreement on Agriculture stipulates that when members impose
export restrictions on foodstuffs, they must accord due consideration to the effects of such
prohibitions or restrictions on importing Members’ food security. They are also required to
notify the WTO Committee on Agriculture before introducing export restrictions on foodstuffs
and must consult with Members likely to be affected by the measure. Article 12(2) provides,
however, that the requirements of Article 12(1) are applicable to developing countries only in
cases where the country taking the measure is a net food exporter of the specific foodstuff.

An examination of the stipulations of article 43(1) of the Commercial Registration and Business
Licensing proclamationin light of these GATT provisions indicates that itis likely to be challenged
as being too broad. The only condition to be fulfilled (in addition to approval by the Council of
Ministers) to impose an export ban is that the decision is in the “national interest”. The term can
be broadly interpreted to include conditions that go beyond the specific conditions laid down in
the GATT provisions dealing with export restrictions.

3.2.2 Considerations regarding Specific Crops

Cereal export bans imposed in Ethiopia have applied differently for teff and teff flour on the one
hand, and maize and sorghum on the other.

16 A discussion is ongoing about a potential strengthening of WTO disciplines on export restrictions on food.
See Sharma (2011) or Anania (2013) for detailed treatments of the issues and proposals.
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Teff

The export of teff and teff flour has been banned since at least February 2008, when a general
ban on grain exports was introduced. The ban on teff has two notable exceptions. Teff is
exported to Israel for the benefit of the Ethiopian Jewish community that live in Israel. The export
to Israel is carried out only by the Ethiopian Agricultural Businesses Corporation (incorporating
the former EGTE).

Second, the ATA project called TIMA potentially opens up teff exports worldwide, particularly
with a view to penetrating the gluten-free food market. The project identified commercial farms
that were willing to dedicate a certain area of land to new Teff production for the sole purpose
of exporting it under the scheme.

Other than these two programs, the export of teff and teff flour is prohibited. The main reason
for this is to secure domestic supplies as teff is the most common staple crop in Ethiopia.
However, Article XI of GATT does not support indefinite export bans and hence the export
ban on teff is inconsistent with the provision and hence GATT. In addition, the exclusion of
developing countries under Article 12(2) of the Agreement on Agriculture does not apply here
as Ethiopia is a net exporter of teff.

This does not, however, mean that Ethiopia will automatically be required to lift the ban if it was
to accede to the WTO. Teff is a staple throughout the country and attracts much higher prices
than other cereals. This means it is considered a sensitive product for Ethiopia. A number
of countries that have acceded to the WTO have been allowed to maintain export bans on
products they consider to be sensitive (see next section). Ethiopia can follow their example
and negotiate an exception to its teff export ban. Another option is to convert the export ban
either into a less-restrictive measure (such as an export quota) which is less likely to face a
strong challenge from WTO Members during accession negotiations given the sensitivity of
the product.

Maize and Sorghum

As mentioned, export bans on maize and sorghum (particularly on maize) have been imposed
and lifted over the past several years. The main cause to impose export bans has been food
shortages occurring due to rain failure during cropping seasons. However, the ban on maize
exports in 2008 was imposed due to a rapid price increase on the domestic market. Price
increase is not one of the exceptions listed under Article XI(2) of GATT and Ethiopia could
face challenges if price increase is the basis for future export bans. On the other hand, the
current ban was imposed to alleviate impending food shortage and this falls squarely under the
exception of Article XI(2).

The other main consideration here is whether or not the ban is temporary as stipulated
under Article XI(2). The WTQO’s dispute panel has ruled that for a measure to be considered
“temporary”, it has to be applied “for a limited time under limited circumstances”."” In instances
where export bans are not temporary they have to be justified under one of the exceptions
listed under Articles XX, XXI, and Xl of GATT.

17 WTO Dispute Settlement Panel Report on China — Raw Materials, as quoted in “GATT 1994 Analytical Index”,
https.//www.wto.org/english/res_e/booksp_e/analytic_index_e/gatt1994_05_e.htm
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3.2.3 WTO Accession Negotiations

Ethiopia will face scrutiny of its trade regime during the WTO accession negotiations. This
means that the export ban on cereals is likely to be raised and challenged during this process.
In particular, Ethiopia could face challenges from neighbouring countries that are WTO
members. These countries view Ethiopia’s domestic cereals production — particularly maize —
as a potential import source and have previously expressed their interest to purchase maize
from Ethiopia. They may therefore see the accession negotiations as a good opportunity to
gain access to the country’s cereals market.

An examination of the Working Party reports of WTO-acceded countries (countries that joined
the organization after its formation in 1995) show that WTO Members in most instances
required acceding countries to remedy their WTO-inconsistent export restrictive measures.
They normally require acceding countries to commit to cease specific export restrictive
measures and make express commitments to abide by Article XI of GATT and Article 12 of the
Agreement on Agriculture in future. Some countries have even made WTO-Plus commitments
'8to stop or limit the use of export taxes (which are normally allowed under WTO rules). For
instance, China agreed to impose export taxes only on a list of agreed products while Lithuania
committed to eliminate all export taxes within an agreed timeline. Ukraine and Vietnam also
negotiated maximum export tax rates on some metal products.

On the other hand, Nepal was allowed to maintain an export ban on raw hides and skins
and raw wool. During its negotiations Nepal stated that the ban on these products “had been
temporarily applied and Nepal intended to lift this export restriction at an appropriate time.”
This was accepted by WTO Members and Nepal was not required to lift these export bans.
It should be noted here that while Nepal stated that the export ban was temporary, it did not
provide the conditions that caused the export ban to be imposed in the first place and neither
did it commit to lifting the ban when the conditions no longer require it.

These instances demonstrate that treatment of export restrictions in accession negotiations is
dependent on the offensive interest of WTO Members. In cases where WTO Members have
a vested interest, they can request acceding countries to even make WTO-Plus commitments
by limiting or eliminating export taxes. But in cases that are of less interest to them, they may
not even require WTO inconsistent measures to be stopped.

3.2.4 Conclusion and Recommendations

The current export ban on maize and sorghum fulfils the requirement that is imposed “to
prevent or relieve critical shortages” as per GATT Article XlI(2)(a) and hence is consistent with
WTO rules. However, the ban on teff exports does not fulfil the conditions set out under the
provision for two reasons. First, its imposition continuously for several years (albeit with the
notable exception of exports to Israel), means that it cannot be considered as “temporary”.
Second, it is difficult to demonstrate prevention or relieving of critical shortage to justify a long
term export ban.

18 WTO Plus Commitments — are commitments that go beyond what is required to bring a measure into consistency
with WTO rules.
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If the export ban on teff is to be maintained, Ethiopia should therefore devise a strategy to
demonstrate the need to maintain it and convince WTO members during its accession
negotiations. Ethiopia should also negotiate to not waive the right to impose export restrictions
as permitted under Article XI(2)(a) of GATT.

Water catchement in Aa

| photo credit: NBDC; www.flickr.con ‘
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4.0 The Administration of Export Bans — The Experience of Other Countries

he use of export restrictions, especially during periods of world food price hikes,

is high. Demeke et al. (2009) found that 25 out of 81 countries surveyed applied

restrictions on exports during the 2007-08 food price crisis. Based on a new database

covering 36 countries and 555 measures, Estrades et al. (2017) found that the main
measures applied over the period 2005 to 2014 were export bans (35% of total measures),
followed by export taxes (23%) and export quotas (19%); they also found that export taxes on
average last longer — 3.5 years — than export bans, which are normally implemented for shorter
periods. The Ethiopian practice, which has seen extended periods of export bans in place,
clearly deviates from this (also see Section 5.3.5 below).

For the present study, the most interesting aspect of other countries’ experience with export
bans is how they were implemented and administered.'® Based on the review of the Ethiopian
practice undertaken above, we distinguish between transparency and notification issues, and
predictability. The focus of the review is on export bans as opposed to other export restrictions.

4.1 Transparency and Notification

In most countries, export bans, like other types of export restrictions, are formally imposed and
lifted by the requisite legal instrument and officially announced by the entity in charge to the
relevant stakeholders or the public at large. For example:?°

measures in Argentina are passed through ministerial resolutions or decrees, which are
published in the Official Gazette and on the internet;?'

+ in India, measures are implemented through notifications by the Directorate General
for Foreign Trade of the Ministry of Commerce and Industry, which are published both
on the internet and in the Official Gazette;

% in Kazakhstan and Russia, measures are imposed through Government Resolutions;??

+ in Pakistan, export bans are made by the Government (either the Ministry of Commerce
or the Trade Development Authority) through an Order and published in the Official
Gazette.

19 The economic effects of selected cases are nevertheless also considered in Section 5 below in order to relate the Ethiopian
experience with other countries.

20 For more examples, see OECD (2015) and the OECD Inventory of restrictions on exports of Priamry Agricultural Products,
available at: http://qdd.oecd.org/subject.aspx?subject=8F4CFFA0-3A25-43F2-A778-ES8FEE81D89E2.

21 An example is http.//www.infoleg.gov.ar/infoleginternet/anexos/125000-129999/129167/norma.htm (in Spanish).

22 For example, the wheat export ban in February 2007 (measure foreseen to be in place until December 2007, but extended
in October 2007), is available here: http://dgftcom.nic.in/exim/2000/not/not06/not4406.htm.

23 Examples (in Russian) are available at http://www.zakon.kz/185448-mjert-obsuzhdaet-vozmozhnost-vvedenija.htm/
(Kazakhstan) and https://rg.ru/2010/08/05/zapret-exporta-site.html (Russia).
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In a number of (primarily African) countries, however, informal and implicit export bans are
widely used. For example:

< In Burkina Faso, in December 2011, the Ministry of Agriculture prohibited “irregular”
exports of cereals, without defining what constituted an irregularity. An “official said
there were no formal bans — but at certain times the demands for documentation at
the borders may intensify and become unreasonable. The private sector perception
is that maize export bans are common, if not decreed or gazetted (and in that sense
‘informal’). But clearly high-level instructions are passed down to field agents on the
roads and at borders to detain exports. The GoBF will not readily admit this, but major
coarse grain traders stated that seasonal bans on maize exports were in force in four
of five recent marketing seasons” (AGRA 2014: 7);

« In Benin and Mali, it was reported that exports were denied at the border during the
period 2007 to 2012 (AGRA 2014: 59);

% In January 2012, Togo stated that staple crops being exported from Togo required an
export permit, which was not always granted (AGRA 2014: 59);

% In Tanzania, “There is often great confusion about when a ban is or is not in place”
(Stryker/Amin 2012: 25; also see Barreiro-Hurle 2012). Thus, in 2014 is was not clear
if the export ban on maize had been lifted or not: “Export bans have supposedly been
lifted, but the GoT should now raise the awareness of government implementing
agents and the private sector as to the status of agricultural trade controls. [...] One
key informant noted that some parts of Tanzania don’t even know until months later
that bans have been removed, and government officials continue to enforce the ban
after its removal” (AGRA 2014: 116 & 131).

The implication of the lack of transparency on the imposition and lifting of export restrictions
is increased uncertainty among producers and traders (also see Barreiro-Hurle 2012: 8), that
could result in significant real losses when traders find out about bans once they have already
engaged in export contracts.

Unfortunately, Ethiopia currently is aligned to the African practice, as has been explained in
Section 3 above. However, as export restrictions pursue a perfectly legitimate policy goal (even
if the suitatibility of the instrument is doubtful, as will be shown in the next chapter), there is no
justification as to why its implementation should not follow the principles of good governance,
which include transparent application and publication of the imposition, amendment and lifting
of any measures.

4.2 Predictability

No country has so far succeeded in building a regime for export restrictions that is predictable.
The overall experience is that, since export restrictions are primarily used in emergency
situations, it has been impossible to design a predictable system based on pre-established
criteria.
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Conversely, examples of ad hoc export restrictive measures abound. Most of these refer to the
food price crisis of 2007-08, which prompted a large number of export restrictions; however,
some measures are more recent:

< Egypt, India, Pakistan and Vietnam imposed a ban or steeply hiked minimum prices
in 2008 but later lifted or promised to end the export restrictions (Demeke et al. 2009:
10);

% Kazakhstan first levied export taxes on wheat in March 2008, only to impose a time-
bound ban shortly thereafter, valid during the period 15 April 2008 to 01 September
2008 (Dollive 2008: 14);

+ Tanzania imposed and lifted no less than six export bans from 2006 to 2012 (Stryker/
Amin 2012: 25). Following the lifting of export bans in 2012 the government introduced
an export permit requirement which became another barrier to export. In July 2016,
after the Ministry of Agriculture had issued a temporary suspension of export permits
for staple foods, it was requested to explain the effect of this de facto ban, in response
to which the temporary suspension on export permits was lifted again, but relaxed only
for processed food products and not cereals (MIRA Reform Status, November 2016);

+ Ukraine imposed a grain export ban in March 2007. This was revoked in September
2007, when the government announced that a quota of 200,000 MT of wheat would
be allowed from November 2007 to March 2008. In April 2008, the quota was widened
significantly to 1.2 million MT to be exported over 2 months (cf. Dollive 2008: 9).

Indeed, there is no general agreement as to what extent predictability is desirable. For example,
AGRA has recommended:

“Any change in the current situation (of no export bans in place) needs to be signaled clearly
and widely and preferably publicly debated prior to the imposition of new bans. Barring that,
clear rules need to be established for the conditions under which a staple crop export ban
would be re-instituted” (AGRA 2014: 116).

However, others have noted that such signalling comes at a cost: if transition periods are
announced, traders have time to circumvent the measures. For example, “Exports of maize
from Tanzania to Kenya in the month of June 2011, after the ban had been announced but
before it went into effect, are estimated at close to 50,000 MT, which was to be expected
with the new harvest coming in, prices very high in Nairobi, and traders anticipating the ban.”
(Stryker/Amin 2012: 31f; emphasis added).

Thus, the short-term effectiveness of export restrictions is highest when a ban enters
immediately/without early announcement, and producers have no time to adjust. In line with
this, most countries — indeed all that were reviewed for the present study (Argentina, India,
Kazakhstan, Pakistan and Russia) — had imposed export bans with immediate effect. However,
this also implies the highest negative impact on producers and most severe decisions on crop
planting in subsequent seasons; there is thus a trade-off between short-term and medium to
long- term effectiveness of measures depending on the predictability with which measures are
imposed.
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However, this only applies to the imposition of bans. For the lifting of bans, predictability is
unambiguously positive, not least because it ensures that measures are in place for not longer
than necessary. Unfortunately, a review of other countries’ experiences has not revealed good
practice in this regard. The definition of criteria for the lifting (and possibly also the imposition)
of export restrictions (including bans) is therefore to a certain extent pioneering work, but
nevertheless important. In addition, predictability can be enhanced by formally involving, or
at least consulting, stakeholders in the decision-making process. Again, this is something not
done by most countries.

Anumber of countries have used different export restrictions in combination or switched between
them. For example, Argentina has used normal and variable export taxes, quotas and bans
for wheat, maize and other exports; India has used minimum export prices, bans and export
taxes for rice; Egypt and Vietnam have used bans, quotas and taxes on rice while Pakistan has
used the same instruments on wheat. Typically, this is a sign of ad hoc policy implementation,
where one measure is applied, fails to achieve the expected effect and is exchanged for, or
complemented with another instrument. An example is Argentina. There, export restrictions
began in March 2007 in the form of an administrative measure, i.e. the closing of the export
registry. When the register was reopened in November 2007, “exporters rushed to registry,
expecting the change to be temporary” (Dollive 2008: 15). Also in November, an export tax on
wheat, maize and soybeans was introduced; the government increased this tax three times
until March 2008 as part of an overall strategy to keep local prices low and generate revenue
that would allow the government to redistribute the agricultural sector’s disproportionate wealth
to the people most vulnerable to price hikes. Meanwhile,the registry had been closed again in
mid-February 2008, creating a de facto banning of exports. However, following protests from
farmers, the tax was lifted again in July 2008 (Demeke et al. 2009: 10).

The Argentinean measures created a high level of uncertainty and unpredictability. Not only did
the level of intervention within one instrument change over time (export taxes were increased
and lowered), but it was also used in conjunction with other instruments.

The lesson to be learnt from this practice is that the government should minimise the use of
different export restrictions, for various reasons: First,it increases uncertainty for producers and
traders. Second, the administrative and compliance costs multiply. Third, it becomes difficult to
assess the effectiveness of policies and to determine when measures should be lifted again —
in Argentina the lifting of measures was in response to political pressure by farmers, not driven
by an analysis of whether or not they were still required.

Finally, the delicate relationship between predictability and trust needs to be stressed, which is
difficult to build but easy to destroy. Even in Ghana — which has not (at least not yet) resorted
to food export bans, but imposes export taxes as well as an export licensing system — traders
and investors do not fully trust that the current policy will remain in force if external market
dynamics change. Specifically, a major “concern of speculators and traders is the existing
export licensing system, which is set up to allow for trade policy changes without warning in
response to political or food security pressures. Traders are apprehensive, as they have been
burned by sudden changes in trade policies in the past” (AGRA 2014: 58).

The lesson for Ethiopia from this observation is that a credible system with high-level political
backing should be established, that is difficult to change on the whim of individual ministries.
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Tesfaye displays fodder-beat harvest in his arm
Africa RISING field day in Hosaena, Ethiopia
| photo credit: ILRI/Apollo Habtamu |
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5.0 Costs and Benefits of Export Restrictions in Ethiopia — the Economic
Dimension

5.1 Methodological Considerations

he purpose of the economic analysis is to complement the legal, institutional and
administrative assessment undertaken in Section 3 with an estimate of the economic
effects of the current system of export restrictions in Ethiopia, i.e. to conduct a cost-
benefit analysis of the impact of the existing mode of introducing and lifting export

bans on producers and traders, but also on government (respectively administration), and
consumers. Although the object of the study is not to assess the costs and benefits of having
an export control regime per se, the relevant findings of such overall impact studies will also
need to be reflected, as the absence of an export control system constitutes a benchmark
against which costs and benefits can be compared.

In order to assess costs and benefits, the following three time horizons are distinguished:

@
0.0

0
0'0

Short-term effects are those that result if an export ban, or its removal, is announced
and takes effect within the season, i.e. after planting. In this case, production output is
fixed and not affected by the ban or its removal;

Medium-term effects are those that occur from one season to the next, where producers
can adjust their planting decisions to a government measure; and

Long-term effects are those which result if, in addition to producers’ planting decisions,
longer term investment decisions are also taken into consideration, including those
relating to productivity increases, such as mechanisation or use of enhanced seeds
and inputs, and those relating to the area under cultivation.

With regard to the persons or groups affected (positively or negatively) by export restrictions,
the following ones are distinguished:

0
0’0

Producers and traders of the concerned commaodities in Ethiopia can be affected,
mostly negatively, by the costs to comply with export restrictions, as well as lost profits
resulting from lower prices caused by the restrictions;

Consumers in Ethiopia may benefit, at least in the short term, from enhanced availability
of the concerned commodities and lower prices, unless the commodities are used
for different purposes or not put to sale. Potentially a distinction between rural and
urban consumers and/or by income group will have to be made in order to assess the
distributive impact of export restrictions;

The Government, respectively the administration in charge of implementing the
system are also affected both negatively, due to the need to spend resources on the
administration, and positively by potential generation of revenues (depending on the
type of export restriction used;

24
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% Aggregating the effects of export restrictions for the various groups identified above
allows to consider the costs and benefits for Ethiopia overall, in particular in terms of
the welfare impact and the food security situation;

+« Finally, to the extent that export restrictions (if they are binding) reduce the supply of
the commaodities concerned in other countries, importers and consumers there are also
affected by the restrictions. Although overall, Ethiopia can be considered as a “small
economy” in term of its cereals exports to the world market, and export restrictions will
therefore have no noticeable impact on world market supply or prices, this might be
different in Ethiopia’s main target markets, i.e. in particular the neighbouring countries
to which Ethiopian cereals are mostly sold. In these countries, reduced cereals
imports from Ethiopia resulting from the restrictions may increase prices and thus
harm consumers.

+ Inordertoassesstherelative costs and benefits of the cereals exportbans, comparators,
respectively alternative scenarios, must be defined. The basic counterfactual scenario
is the absence of any export restriction regime, and it is considered in the study at
least as a theoretical scenario although it may not presently be considered by the
authorities as a practical option.

+ On a more practical level, various different types of export restrictions are considered,
against which the current regime can be compared. The types of export restrictions to
be considered are:*

« Export quotas, where the government sets a certain quantity for a commodity which
can be exported, but prohibiting exports (or setting high export taxes) above the quota
level;

< Export taxes, which make exports less profitable for producers/traders compared to
sales on the domestic market. The size of the effect depends on the level of tax. A
prohibitive (high) tax brings exports to zero, thus having the same effect as a ban. The
level at which a tax becomes prohibitive depends on the price on the target market — if
the sum of the producer price plus the transaction costs (trader commissions, transport
etc.), import taxes in the target market and the export tax exceed the domestic price in
the target market, exports will be reduced to zero.

R/

% Furthermore, within export bans, different implementation modalities can be
considered, such as the formal prohibition of exports by law or decree, or the de
facto prohibition of exports through administrative practice, such as the non-issuance
of export permits. These different types of export bans imply varying degrees of
transparency and predictability, and therefore set different incentives or disincentives
for producers, and yield different costs and benefits. Considering the Ethiopian
practice, we distinguish between the current system based on discrete administrative
implementation with a rule-based official regime.

24 A more comprehensive explanation of the economics related ot the various instruments is provided in the next
section.

A REVIEW OF PRACTICE, ECONOMIC COSTS AND BENEFITS 25




In terms of the research design, the study combines a literature review and some limited
research based on raw data with interviews of stakeholders. In the literature review, although
the number of studies that have investigated the impact of export restrictions on cereals in
Ethiopia is limited, two additional areas of relevant literature have been considered: First, a
number of studies have investigated the impact of different other policy measures in Ethiopia
aimed at stabilising prices and availability of cereals (or food in general). Second, a large
number of studies have addressed the impact of restrictions place on cereals exports in other
countries. The findings of these studies are reflected in the analysis presented below.

Interviews, in turn, have been used to provide anecdotal evidence of the responses of
producers and traders to export restrictions and the implications of the current unpredictable
and intransparent regime.

5.2 Export Restrictions — Theoretical View

The three main types of export restrictions are bans, quotas and taxes. Although Ethiopia has
so far used mostly bans for cereals, it is helpful to briefly compare the theoretical implications
of the three export restriction instruments.?® For the sake of simplicity, this section presents
the theory graphically in a partial equilibrium, which concentrates only on the effects on the
cereals market, without considering the second-order effects which export bans can have on
other product and factor markets, and the economy in general. Importantly, the theoretical
consideration presented in the following also disregards any effects that might arise from
the administration on the instrument. In other words, it is assumed that the implementation
of measures does not introduce any “friction costs” (e.g. in terms of compliance for sector
stakeholders and in terms of costs for the government to administer the measures) nor
any disincentives stemming from increased uncertainty. It is obvious that such issues have
significant practical relevance, as has been shown in Section 3, but these are not reflected in
the economic theory as presented here below.

5.2.1 Economic Effects of Export Bans, Quotas, and Taxes

Figure 3 shows the implications of an export ban on a country’s own domestic market as well
as on the export market under two assumptions. If the country is a small exporter, it will not be
able to affect the price pW?2° on the export market (second panel); conversely, policy decisions
of a large exporter do have implications on the price in the export market (third panel). Without
an export ban, and assuming that the export market/world market price pW is higher than
the domestic equilibrium price pA, producers will produce Q3, of which Q1 will be sold at
the price pW on the domestic market and QE (equal to the difference between production
Q3 and domestic sales Q1) will be exported and sold also at pW. An export ban means that
the volume exported QE is reduced to zero, i.e. the export supply is turned to the left, with
export supply’ being zero regardless of the price on the export market. Domestically, the price
drops to P,, at which Q, is sold. Due to the lower price, production drops from Q, to Q,, while

25 For other and more detailed theoretical treatment of export restrictions, see e.g. Abbott (2011), Liefert et al. (2011)
and Minot (2013).

26 If pW is not higher than pA, the country is not competitive internationally and will not export. In such a situation the
export ban would not be binding, i.e. it would have no effect on markets.
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Price

demand increases from Q, to Q,. The domestic welfare effects are an increase in consumer
welfare equivalent to the area a+b, whereas producer welfare is reduced by a+b+c, leading to
a domestic welfare loss caused by the ban of c. In addition, if the country is a large exporter, a
welfare loss of d will occur in the export market.

Figure 3: Export ban — graphic representation
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Export quotas function in similar ways to an export ban; in effect, the latter is just the extreme
form of the former, with a quota set at zero. Therefore, the economic impact is comparable
(Figure 4). Setting a maximum export volume of Q_ which is smaller than the free market export
volume of QE means that the export supply curve becomes vertical at that level. Domestically,
as the supply is increased by the difference between QE and Q_, the price decreases from
P,, to P (which is above the autarky price pA). The welfare of consumers increases by a+b
(less than under the export ban), and producer welfare decreases by a+b+c (also less than
under the ban); total domestic welfare thus decreases by c. Abroad, like a ban the quota will
only have a welfare impact if the country is a large exporter and its decisions will thus have
an impact on the price in the export market (which would increase to PW,). If that is the case,
welfare abroad will decrease by d+e, again less than under the export ban.

Figure 4: Export quota — graphic representation
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Export taxes reduce exports because they increase the price of exports in the export market,
thereby making them less competitive.?” The export supply curve is thus shifted or turned to
the left (second panel in Figure 5, where the export tax has been set so as to attain an export
volume equivalent to the export quota above). As a result, exports reduce to Q_" at the fixed
world market price pW in the case of a small exporter. The domestic price decreases to pD’,
as in the case of the export quota, but less than under the export ban. A first difference to the
quota is that, if the world market price increases, exports will also increase (whereas they will
stay the same in the case of a quota), and domestic prices will also rise. Unlike the ban or
quota, an export tax thus does not fully isolate the domestic market from the export (or world)
market, but only reduces the pass-through of world market price shifts to the domestic market.

The welfare implications of an export tax also differ from a quota: The welfare of consumers
increases by a+b (identical to the quota), and producer welfare decreases by a+b+c+f+g
(also identical to the quota?®); however, the government also collects a tax of QE’ time P -P_’,
equivalent to area f. Thus total domestic welfare only decreases by c+g, which is less than
under the export quota (area c in Figure 4 above). Abroad, if the exporter is large, welfare will
decrease by d+e, less than under the quota.

Figure 5: Export tax — graphic representation
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Comparing the effects of the three types of export restrictions, it can be summarised that:

< All types of export restrictions reduce overall domestic welfare because the welfare
gains for consumers do not fully offset the welfare/profit losses for producers (and
government revenue, in the case of a tax). They also reduce welfare in export markets
if the country imposing the measure is a large exporter, in a sense that changes in its
exports have an impact on prices on the export market;

% The economic effects of an export ban are stronger than those of quantitative restrictions
or export taxes. Export bans and quotas work identically, with a ban constituting the

27 For a more detailed analysis of export taxes, see Piermartini (2004).
28 In Figure 5, c+f+g is equivalent to c in Figure 4.
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extreme case of a quota (a quota of zero); they fully isolate the domestic market from
price changes on the export/world market. Export taxes provide a lower degree of
protections against price fluctuations but are less market distorting and hence result in
lower welfare losses than quotas or bans.

5.2.2 Short-term, Medium-term and Long-term Effects

In the short term, binding, and effectively enforced, export restrictions exert a downward
pressure on the domestic price of the commodity concerned, as the volume of output normally
destined for exports will be offered on the domestic market. Therefore, supply will increase,
and prices will drop, benefitting buyers but reducing the profits of producers. The assumption
here is, however, that any excess supply caused by the export restrictions will indeed be
offered on the domestic market and not be stored, nor be sold for alternative uses (e.g. maize
sold for the production of biofuel). Another aspect to be considered is the price wedge between
prices at the farm gate and the retail price which the consumer pays. If the export restrictions
entail administrative costs for traders/middlemen, or if there is lack of competition in the
sector, then retail prices might not go down as expected, as transaction costs and/or profits of
intermediaries rise.

Over the medium and long term farmers will adjust their production in response to price signals
as well as indications and uncertainty about future price changes induced by a ban. This
normally involves the switching to alternative, more profitable commodities not affected by the
ban. The impact of this is that supply of cereals covered by the ban is reduced, exerting an
upward pressure on prices.

The effect of an export ban on production output follows from the effect on prices. However,
if export restrictions are announced (unexpectedly) within season, i.e. after planting, output
for the season will not be affected, and the full effect will be on prices (under the assumption,
stated above, that total output will be marketed domestically for food consumption), but across
seasons production might shift to more profitable crops and/or those that are not, or are unlikely
to be, affected by export restrictions or other profit-reducing policy measures.

In conclusion, the short-term effects of export restrictions are stronger than longer term effects,
as the reaction of producers will have a countervailing effect. This also means that such
restrictions, and in particular the strongest type, i.e. bans, should only be applied as short-term
instruments, whereas they are ineffective to correct actual or perceived market failures in the
longer term.

5.2.3 Policy Alternatives to Export Restrictions

Export restrictions are only one policy instrument to ensure adequate supply of cereals among
several others. Other points of entry for government intervention might directly address
the level of imports and/or the level of production. This is because domestic supply is the
sum of domestic production plus imports, less exports, and intervening into any of the three
components of domestic supply therefore impacts on the level of supply. This also means that,
in principle, interventions into exports, production, and imports can substitute each other, and
a comprehensive policy approach therefore needs to be broader than export bans or even
export restrictions.
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Cattle market in Mi’eso area

Mieso, Mirab Hararghe Zone of the Oromia
tn i Region, Ethiopia
o i | photo credit: ILRI/Apollo Habtamu |
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Figure 6 provides a simple causal model of the various policies aiming at ensuring an adequate
supply of foodstuffs. Export restrictions directly aim at reducing exports, thus increasing
domestic supply and reducing domestic prices, which in turn reduce producer welfare (profits),
thereby setting incentives for producers to reduce production (the dotted arrow in the figure).
Initial alternative policy instruments are measures to increase production, either by increasing
productivity or by expanding the area. Subsidies can be provided for production and imports
and have a direct impact on price and supply. Finally, government keeping stocks and selling
them in times of reduced production stabilises supply directly.?

Figure 6: “Theory of change” for supply increasing policy interventions
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As mentioned above (Section 2.3), the Ethiopian government has used most of these
instruments. However, the various alternative policy instruments are not perfect substitutes to
each other. For example, measures to increase productivity only expand output in the medium
term but do not provide short-term relief in the face of acute crises, such as the price hikes
seen in 2007-08 or 2010-11. Subsidies, on the other hand, require sizeable financing which
many developing countries simply do not have. In Ethiopia, the distribution of subsidised wheat
caused a significant strain on public finances.

Nevertheless, a comprehensive review of the use of cereals export bans would not only have to
consider procedural and administrative improvements but also the possible use of alternative
policy instruments altogether to achieve the stated objectives. Such a comprehensive review
approach is beyond the scope of the present study but would be important to be undertaken if
the government is interested in optimising its policy for ensuring cereals supply in combination
with increased exports.*

29 For a detailed analyses of the Ethiopian food reserve policy and practice, see Rashid and Lemma (2011) and Héberli (2013).
30 Mitra and Josling (2009), Sharma (2011), and Anania (2013) provide concise overviews of different instruments.
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5.3 An Estimate of the Effects of Cereal Export Restrictions in Ethiopia
5.3.1 Have Export Bans Been Binding?

Export bans can only have an effect if they are binding, i.e. if without the ban there would
have been exports. Although it is difficult to establish a counterfactual, two indicators for an
ineffective ban are, first, a situation where the domestic market price is above the export parity
price, and second, the absence of exports even during periods where no ban is in place. The
following paragraphs first review the price indicator for selected commodities®’, followed by an
estimate of the second indicator

Estimate of price competitiveness

Maize: Depending on the source, maize wholesale prices in Addis Ababa have indeed been
below most other East African markets over the period 2014 to 2016 (Figure 7), but it should
be noted that the information on price levels does not appear to be very robust, as different
statistics provide different price levels.3?

Figure 7: Wholesale price of maize in selected East African markets, 2014 — 2016
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Source: FSNWG-MAS (October 2016).

31 Forteff, given the limited international trade taking place, the required price data and corresponding analysis are not available.
32 Thus, according to the latest (January 2017) issue of the East Africa Crossborder Trade Bulletin (FSNWG-MAS 2017), the
wholesale price of maize in Addis Ababa appears to be higher than in most other regional markets.
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However, even where the domestic market price is lower than export market prices, this does
not mean that exports would be competitive; for this, transport and other costs as well as
import duties in the destination market need to be taken into account.

Based on this, most studies in the past found that maize exports from Ethiopia would not
normally have been competitive (nor would imports of maize have been competitive, as the
domestic prices stayed between the import and export parity prices (Rashid 2010; Rashid et
al. 2011; Minot 2013; AGP-AMDe 2015: 100). More recently, based on calculations by ATA's
Maize Surplus Market Linkage Project undertaken in October 2016, due to transport, freight
and packaging costs, the export price of Ethiopian maize in Kenya, South Sudan, Tanzania
and Uganda would have been above the import parity price in these countries and hence
exports would have been uncompetitive (ATA 2016).

Recently, one case of a failed export transaction shows the fragility of export competitiveness
of Ethiopian maize. A union of cooperatives was able to secure an order for 10,000 MT
of maize to be delivered at Moyale in Kenya at USD 325 per ton, which would have been
profitable considering the local market price of about USD 270. However, by the time the export
transaction had been approved, the price at Moyale had dropped to USD 270 per ton, at which
level export was no longer profitable and therefore, although a permit had been obtained in
the meantime, no transaction took place. However, the most recent exports to Kenya attracted
prices of USD 320 and USD 360 per ton, respectively.

One indication that the export ban has been binding at least to some extent is the fact that
sizeable cross-border exports to Kenya and Somalia have taken place consistently, including
during the time of the ban (FSNWG-MAS 2012ff). Most recently, cross-border (including
informal) exports of maize have been sizeable: For 2016, when no formal maize exports were
registered, cross-border exports from Ethiopia to Kenya and Somalia exceeded 15,000 MT,
although such exports appear to have been much more limited in previous years;* however for
the period 2003 to 2008, they were estimated at between 10,000 MT and 20,000 MT years (cf.
Minot 2013). Also, AGP-AMDe note that “despite the ban [a] substantial amount of maize and
other cereals [was] smuggled through [the] boarder [sic!] to neighboring countries” (2015: 114).
Again, this indicates that at least in certain years, when harvests in Ethiopia are good (and
there are shortages in neighbouring countries), Ethiopian maize production is competitive, and
the export ban could be binding. At the same time, the fact that notable cross-border exports
take place indicates that the ban is not fully enforced or effective.®*

Sorghum: For Sorghum, a detailed analysis of the market potential undertaken by Demeke and
Di Marcantonio state that “export opportunities are limited because of the country’s low level of
productivity, significant unmet local demand and insignificant export opportunity (except in the
form of a small cross-border trade)” (2013: 15). Only a minority of output — 11.5% (AATF 2011,
as cited in Demeke/Di Marcantonio 2013) — is marketed in the first place, and exports mostly
take place through informal cross-border trade, mostly with Sudan and Somalia (Demeke/Di
Marcantonio 2013; FSNWG-MAS 2016). Overall, Demeke and Di Marcantonio conclude that

33 Calculated by the authors based on FSNWG-MAS (2016, 2017).
34 \Various studies of African countries have determined that it is virtually impossible to effectively implement an export ban
(e.g., Stryker/Amin 2012; AGRA 2014; Amin/Stryker 2015).
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“export is not an option because of high transport and transaction costs. Limited quantity of
sorghum available for export and lack of export facilitating infrastructure and institutions (e.g.
safety and quality standards) may also imply the country cannot be export competitive” (2013:
25). Nevertheless, this analysis appears to be overly pessimistic, as some exports have taken
place over the years (Table 1). It therefore appears that, as in the case of maize, the export ban
is binding in some years, when the harvest is good and domestic prices low, but not in others.

Wheat: A similar finding applies to wheat. The domestic price has barely been below the
export parity price — only briefly during the times of greatest price volatility and increase, i.e.
in 2007/08 and 2011 (AGP-AMDe 2015: 99). Also, similar to sorghum the marketable surplus
remains low, at about 20% (Wakeyo/Lanos 2014: 47). Nevertheless, it cannot be disregarded
that in some years the export of wheat could have been profitable. For example, Wakeyo
and Lanos find that “In 2010, the export ban was not in place and wheat was exported to
neighbouring countries; wheat production increased, suggesting that the restrictive trade
policy had a hindering effect on production” (2014: vi). Some anecdotal evidence reported
limited cross-border exports of wheat taking place even under the ban.

Summary: The review of prices shows that an export ban may have been binding in certain
periods but not in others. Essentially, when harvests are good in Ethiopia but not so in
neighbouring countries, they appear to have been binding. Exports to other countries would have
been uncompetitive in any case. Also, relatively limited yield/productivity, high transportation
costs and low marketing — for most crops, the commercialised share of production is 20% and
lower — also contribute to a limited binding level of cereals export bans in Ethiopia.

Comparison of exports in years with and without ban

Considering the second indicator for determining whether the ban has been binding, that is, a
difference in the level of exports between periods with and without ban, Table 1 below shows
that exports of cereals from Ethiopia since 2001 have been limited mostly to sorghum, maize
and, in recent years, limited amounts of teff. The volatility of exports has been high —in particular
for sorghum and maize. Compared to domestic production (Table 2 below) exports have been
low. In particular, the highest exports registered over the past 15 years — for maize, 36,000 MT
in 2010 and 60,000 MT in 2011, and for sorghum, 22,000 MT in 2010 and 2011 — may have
been sales to the World Food Programme for distribution as food aid (Minot 2013: 6).

Nevertheless, despite the very low levels of exports compare to production — which have never
exceeded 1% for any crop in any year®® — there appears to be a systematic link between export
bans and the share of production being exported, for most cereals (Figure 8). Average exports
of all cereals were 0.26% of production in the years without a ban but only 0.05% in years with
a ban. For maize and teff, the difference is even higher: 0.32% vs. 0.0% in the case of maize,
and 0.60% vs. 0.13% in the case of teff. Conversely, for wheat, millet and barley there is no
difference between years with and without ban; indeed, exports of these commodities have
been negligible even in years without ban, suggesting that the ban has not been binding®.

35 Exports of teff and other cereals n.e.s. reached 1.00% in 2002 and 1.01% in 2005, and exports of maize 0.99% in 2011;
see Table 8 in Annex B.

36 Note that UN COMTRADE data report wheat exports of 7,087 MT in 2012 (cf. Wakeyo/Lanos 2014), which would
nevertheless only constitute 0.20% of Ethiopian wheat production in that year.
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Furthermore, even for commodities where there is a difference between the levels exported
between periods with and without ban, the levels of exports are very low — always below 1% of
production, with indicates that export bans have had little real impact.

Figure 8: Share of Ethiopian cereals production being exported, periods with export ban vs. periods without
ban (%)
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Source: Table 8 in Annex B.

In sum, therefore, one can conclude that the cereals export bans have been binding, but only
to a limited extent — not in every year, not for every crop, and only affecting a very limited share
of output.

Participants visit a water harvesting structure, Ethiopia
| photo credit: ILRI/A field-day organized by Wollo University, Sirini
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5.3.2 Effects on Prices and Production

As mentioned, in the short-run analysis, by definition, cereals output is fixed due to the time gap
between planting and harvest; therefore domestic supply — the sum of domestic production and
imports, less exports — will increase by the amount of production that cannot be exported under
the ban. In the medium and long-term scenarios, production will respond to incentives set by
export restrictions, in particular, if the export ban leads to a reduction in prices, production will
decrease. For determining the wider effects of a ban, in particular the welfare effects, it is thus
essential to first estimate the impact of an export ban on supply and production.

In order to do this, it is first necessary to determine the linkage between prices and output, i.e.
to what extent will prices drop if supply increases, and to what extent will production decrease
if prices are lowered?

Short-term analysis

Benson et al. (2014) found that an increase in cereals production creates a considerable price
depressing effect. For maize and teff, an increase in output of 1% leads to a reduction in the
price of about 0.9% (Table 3). For wheat, the effect is more limited because, unlike for maize
and teff, the production increase partly replaces wheat imports so that the increase in supply
on the domestic market is lower than the production increase.

Table 3: Elasticity of cereals prices in response to changes in production

- Increase in outputs (%) Reduction in price (%) Derived elasticity

Maize -10.7 -0.907
Teff 14.0 -13.2 -0.943
Wheat 14.0 -6.9 -0.493

Source: Authors’ calculations based on Benson et al. (2014: 11f).

Benson et al. (2014: 28ff) also use their CGE model to undertake a simple analysis of allowing
exports. This analysis assumes that exports of 300,000 MT to 600,000 MT respectively take
place — constituting 7.4% and 14.8%, respectively, of the total national production of 4.1
million MT. However, changes in international prices and Ethiopian competitiveness factors
are not considered in the analysis. As such, their assumption is that domestic supply would be
displaced fully by the assumed exports.®” This results in a sharp increase of the domestic price
level by 6.8% and 14.6% — very much in line with the price elasticities as calculated in Table
3 above — which drives overall price increases; other cereals then become relatively cheaper.

37 As the authors note: “These exports are imposed arbitrarily on the model—that is, they do not arise from a change
in the comparative advantage of Ethiopia with regard to international maize markets. Simply, those quantities of
maize were removed from the local supply of maize for the country and instead directed toward export markets”
(Benson et al. 2014: 29).
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However, the export volumes assumed by Benson et al. are far from actual export volumes,
in fact, as mentioned above, no export of any cereal has never surpassed 1% of domestic
production, even in the absence of an export ban,*® and the analysis in the previous section
has shown that the export competitiveness of Ethiopian cereals has always been marginal.

Figure 9 shows the share of imports and exports in Ethiopia’s supply of various cereals. As
can be seen, international trade of cereals in Ethiopia plays a limited role in general. Only for
rice and wheat are imports notable (constituting 50% and about 28% of total supply on the
Ethiopian market). The share of exports in total supply is very small for all products; over the
16-year period since 2001, exports of no crop have surpassed 0.27% of supply (the average
for all cereals was 0.16% - average annual exports of 26,000 MT out of a total supply of 16.5
million MT), and even in times where no export ban was in place, exports did not surpass
0.24% on average for all cereals, 0.60% for teff and other cereals (average annual exports
of 15,000 MT out of a total supply of 2.5 million MT), 0.32% for maize (exports 13,000 MT/
total supply 4.1 million MT), and 0.25% for sorghum (exports 6,000 MT/total supply 2.5 million
MT). These values are almost identical to the ones reported in Figure 8 above due to the fact
that domestic production and total supply for these crops are virtually the same due to the low
levels of imports.

Figure 9: Share of Ethiopian cereals supply being imported and exported, periods with export
ban vs. periods without ban (%)
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38 If instead of production the marketable surplus is taken as the basis, the shares increase in certain years with
larger exports to up to 8.7% (AGP-AMDe 2015: 115).
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Applying the elasticities derived from Benson et al. (see Table 3 above),*® the impact of export
bans on prices as transmitted through the increase in domestic supply caused by the full
diversion of existing exports to the domestic market cannot have exceeded the maximum
values as reported in Table 4. This means that as a result of the export ban on teff, domestic
prices cannot have been reduced by more than 0.96%, and maize prices by more than 0.91%,
and even less for other commodities. To illustrate this impact: if the observed retail price for a
quintal of maize in Addis was ETB 556 in January 2016 (with the export ban on maize in place),
it would have been not higher than ETB 562 without the ban. In short, the impact of export bans

on domestic price levels has been minimal.

Table 4: Impact of export ban on domestic prices in Ethiopia

Effect of ban on supply (change in %)

vs average in "no | vs highest export share

ban" years over 2001-16
Maize 0.32 1
Teff & cerealsnes 0.6 1.02
Sorghum 0.25 0.55
Wheat 0 0.01
Barley 0.01 0.01
Millet 0.06 0.29

Rice 1 0.02 0.02

Source: Calculations by the authors
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Medium-term analysis

For the medium term scenario, where producers can adjust output in response to the export
ban,*® Aragie et al. (2016)*' find that a world market food price increase of 10% would lead
to an increase of 3.30% for cereals consumer prices in Ethiopia — the shock partially being
absorbed by an appreciation of the Birr and a reduction of marketing margins — if no export-
reducing measures are taken, and by 1.23% if a cereals export ban is imposed; in other words,
the export ban has a price-depressing effect of -2.07% compared to the baseline (Table 5).
The export ban would also be successful in diverting domestic production from exports to
the domestic market and thereby holding supply on the domestic market constant (in fact,
increasing it by 0.1%, compared to a contraction of 0.62% without the export ban), but this
would come at the expense of a contraction of domestic cereals production by -1.61%, of
which -1.33% would be attributable to the ban. Production would shift to other food products
not subjected to the ban, as well as non-food products and services.

In sum, then, if producers can adjust their planting decisions to the export ban, the price-
reducing effect of the ban remains very limited, at roughly 2%. This finding is of the same order
of magnitude as for the short-term analysis presented above, and also with the analysis of
AGP-AMDe, which concludes that “in general, [the] export ban of both wheat and maize [is]
unlikely to have [a] visible effect” (2015: 114).

These findings are also in line with the literature studying the experience of other countries.
42 For example, Abbott (2011), reviewing actual price development during the 2007-08 global
food crisis, finds “countries that restricted trade were much more susceptible to food inflation,
and to world agricultural commodity price changes reaching consumers.” Porteous (2012)
arrives at the same finding in his study of maize export bans in 12 Eastern and Southern
African countries. International price shocks spill over onto the domestic market, and export
restrictions, while slightly attenuating these shocks, do not succeed in keeping domestic food
prices stable.

40 That this is indeed the case was shown by Makombe and Kropp for Tanzania. Their survey of farmers’ reactions to maize
bans in Tanzania showed that: “While none of the respondents indicate that they stopped producing maize because of
the bans, 43 percent indicated that they decreased maize production and started growing other crops. Approximately 63
percent of respondents now produce maize only for household consumption” (2016: 2).

41 Aragie et al. (2016: 9) use a different terminology regarding the time frames — the “medium term” in the present study is
referred to as “short term”, and the “short term” as “instantaneous/immediate term”. The study to date is the most detailed
and comprehensive on cereals export bans in Ethiopia.

42 For example, Diao and Kennedy (2016) for Tanzania.

42 CEREALS EXPORT RESTRICTIONS IN ETHIOPIA




GlL0-
L1°0-
L0
¢L’0

0’0
8¢0
¢v0-
0L0

Ga'0
Ga'0
€G°0-
¢90-

¥8°0-
¢8'0-

880
6€¢-

L)
6V’
¥8'9-
18°G-

19°¢
Lee
cl'l-
cre-

spoduwiy

€10
Gé8'0
800
10°1L

v1°0-
ov'L-
9¢'0-

G0

L2°0-
S¢'e-
ve0-
ce0-

sojes
onsawo(q

‘suolenojed sioyine pue ‘g pue | sa|qel (9L0z) ‘|e je aibely :82in0S

180 L0 890 040 6L°L €60 S90INIBS
Lyl 66°0 ¥8°0 980 6L°L 2so Ansnpu
.20 L0 18°0- €6°0- 16°0- €6°0-  POo}.IByl0o
001L- €e’L- L0°¢- Lye- 16°0- 89°¢- s|ealad
ueq Jodxa jo j0ay9 }aN
€8'L- 1740 GL'L- 8lL7L- cce ¥8°0- S30INIBS
66°¢C- 08'L- 8GL- 6G°L- e & 86°0- Ansnpul
60'¥ o 1871 oL'e ve's GG'Cc  pooj By
00°66- L9'L- €C’1 6G°L 125 L'l s|eata)
ueq jodxa Yym aseasoul 321id pooy plaom %0}
0L¢- L¥'0- €8'L- 88'L- Ly'e- LE7L- S30INIBS
ov'v- 6.°¢C- cyve Sv'e- Lye- 0S'L- Ansnpul
AR LE0 89°¢C €0'¢ GZ'9 8y'c  Poo}IBUI0
4" 8¢'0- 0e’e e[0N7% ST 68°¢ s|eata)

ueq podxa ou ‘asealaul 3d11d pooy pjaom 2,0}

sojes aoud aoud aoud
Jodx3 | uonyonpoid Jawnsuo) | Ajddng J99npoud

(auljaseq o3 pasedwod sabueyd juiod abejuasaisad)

eidoiyyg ui Alddns pue sasld uo ueq Jodxa pue asealoul 321id poo} plIOMm 9,0 B Jo S}oay3 :G a|gel

43

A REVIEW OF PRACTICE, ECONOMIC COSTS AND BENEFITS




Some studies find evidence for countries where export restrictions during times of high
international prices were effective in maintaining domestic prices lower than countries which did
not use such measures. However, these successful countries are primarily large net exporters
of grains such as Bangladesh, China, and Indonesia for rice, and China, India, Turkey, and
Japan for wheat (Anania 2013; Anderson et al. 2013; Aragie et al. 2016: 3) — a situation which
does not apply to Ethiopia.

Long-term analysis

A detailed analysis of the long-term effects of export bans on prices and production is beyond
the scope of this study. However, research on Ethiopia has confirmed that “Export bans provide
strong disincentives to participating and investing in the private grain trade, as well as indirectly
making processor-access to raw material supplies less certain. Bans also discourage farmer
investments in expanded maize production” (AGRA 2014: 16); similar findings have been
made by studies on export bans in other countries.*® In addition, several studies found that the
general environment (of which export bans are only one part) for cereals production in Ethiopia
is one of disincentives, although these disincentives appear to have become smaller over time.
For example, Demeke (2012) found this for maize, Demeke and Di Marcantonio (2013) for
sorghum, and Wakeyo and Lanos (2014) for wheat. These research findings indicate that the
long-term effects of the export ban on prices and production are comparable to the medium-
term effects.

5.3.3 Consumption, Welfare and Poverty Effects

The effects of an export ban on consumption and welfare, and therefore also on poverty, mostly
derive from the price effects. Given the very limited effect of export bans on cereal prices in
Ethiopia, as shown in the previous section, it should be expected that welfare implications are
also limited.

Short-term analysis

In the short run, to the extent that an export ban does not increase production but reduces prices
(even if only to a limited extent), it has an unambiguously positive impact on the consumption
and welfare of urban households, including the urban poor — both increase as a result of
the lower market prices. However, the rural poor, who are cereals producers, are negatively
affected by the price reduction, and therefore welfare decreases; these immediate effects were
also found by Aragie et al. (2016: 21).** The effect on cereals consumption in rural areas is
theoretically undetermined — lower incomes would have a reducing effect on consumption
whereas the lower prices might induce them to sell less on the market and consume more
within the household, thereby increasing consumption.

43 In particular, a number of studies have shown this for Tanzania (AGRA 2014: 131; Makombe/Kropp 2016) and Malawi
(Aragie et al. 2016a).

44 Aragie et al. (2016a: 11) find in a study of export bans in Malawi, that medium-sized and larger scale farms (i.e.,
commercial farms) lose out most because the share of their production being marketed is larger than for smallholder
farmers, and they are therefore more vulnerable to the price reductions induced by the ban.
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Table 6 shows the impact of a 10% world food price increase on consumption in Ethiopia,
with and without an export ban in place, and also singles out the effect of the ban. As can be
seen, the ban would increase consumption of cereals both in rural areas (to a lesser extent)
and urban areas (to a higher extent), but it would be insufficient to offset the negative effect
for urban households caused by the world food price increase in the first place. For rural
households, it would lead to a net increase in cereals consumption, presumably due their
switching from sales of produced cereals to own consumption.

Table 6: Effects of a 10% world food price increase and export ban on consumption in Ethiopia (percentage
point changes compared to baseline)

10% world food price increase, no export ban

Cereals -1.30 -0.01 -3.17
Other food -0.72 -0.27 -2.70
Industry 0.64 1.55 -1.07
Services 0.63 1.08 -1.15
10% world food price increase with export ban
Cereals -0.12 0.87 -1.56
Other food -0.56 -0.27 -1.85
Industry 0.42 1.01 -0.68
Services 0.39 0.68 -0.76
Net effect of export ban
Cereals 1.18 0.88 1.61
Other food 0.16 0.00 0.85
Industry -0.22 -0.54 0.39
Services -0.24 -0.40 0.39

Source: Aragie et al. (2016): Table 3, and authors’ calculations.




Figure 10 takes the analysis one step further and presents the impact of the world food price
increase and the export ban on welfare in different regions of Ethiopia. As can be seen, without
the export ban, the welfare of urban households and rural households in dry lowland areas
suffers —these are net consumers of cereals. Conversely, net producers/sellers in the highland
areas benefit from the higher prices. The effect of the export ban slightly attenuates the effects
of the price shock, but only to a limited extent. For example, welfare in major urban areas would
reduce by about -2.6% as a result of the price increase, and as a result of the ban the welfare
reduction is limited to about -2.4%; similar effects can be observed for the other regions.

Figure 10: Impact of food price increase and export ban on welfare in different regions in Ethiopia
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Source: Aragie et al. (2016): Figure 3.

By and large, these findings are in line with both the theoretical considerations presented
in section 5.2 above and the impact analysis on prices in the previous section: consumers
of cereals benefit from the ban while producers suffer a loss, as theory predicts,*® but the
magnitude of the impact is negligible.

Medium- and long-term analysis

In the longer term, the price suppressing effect of an export ban decreases production — in the
medium term because other crops are planted, and in the long term because investments in
increasing the area harvested and productivity enhancements are not undertaken — which will
have a price increasing effect, which in turn leads to smaller medium-to long-term effectiveness
of the ban in terms of consumption and welfare, when compared to the short-term effects.

45 Studies of export bans in other countries reach similar conclusions, e.g. Stryker and Amin (2012), llomo (2015) or
Diao and Kennedy (2016) for Tanzania.

46 CEREALS EXPORT RESTRICTIONS IN ETHIOPIA




Thus as expected, medium-term effects found by Aragie et al. (2016) are considerably weaker
—i.e. rural households are less negatively affected, and urban households benefit less — than
in the short-term scenario. This is unsurprising, because in the short term producers cannot
adjust their production patterns so as to ameliorate the negative implications. With fixed cereals
production, price and welfare effects are stronger than if producers could respond by reducing
cereals production.

The conclusion of limited welfare effects of the export ban is also corroborated by the results of
the analysis by Benson et al. (2014). Their modelling of the introduction of maize exports shows
relatively limited welfare effects — overall per capita consumption will reduce by -0.03% in the
case of exporting 300,000 MT of maize and by -0.02% in the case of exporting 600,000 MT.
Effects differ across household groups, with the rural poor being the most negatively affected
— although to a limited extent of -0.37% in case of the higher exports — and the rural non-poor
most positively — again by a low level of 0.12% in case of the higher exports (Benson et al.
2014: 30). The rural non-poor would benefit most as they are net-sellers of maize and thus
benefit from the higher prices caused by the exports. The impact on the poverty headcount of
maize exports is also very limited — an increase of 0.06% in case of the lower exports, and an
increase of 0.01% in the higher export case (Benson et al. 2014: 30).

Finally, in an earlier CGE analysis, using the standard GTAP Africa model, Woldie and Siddig
found that the cereals export ban “has a devastating impact as the country was likely to lose
welfare equivalent of $ 148 million” (2009: 15); GDP is estimated to contract by -9.47% in value
terms. It appears, however, that the study has conceptual issues, and many of the results
appear unreasonable — such as an increase of domestic wheat production resulting after the
ban; increases in output of other sectors by an order of magnitude that is clearly exaggerated
(e.g. more than 10% for textiles, light & heavy manufacturing, and 40% for oilseeds); a reduction
in household demand for all sectors, including cereals; sharp reductions in imports and exports
(by 7-8% in value terms). As a result, the finding on welfare reduction should be treated with
care.

In sum, following from the low effects of export bans on cereals prices, the impact on welfare
in Ethiopia is minimal, even disaggregating between rural and urban poor and non-poor
households.

5.3.4 Effects on Export Markets

Although it is not a key focus of the present study, it should also be noted that export restrictions
can have effects beyond the border — as they reduce supply on export markets they can drive
up prices there. This effect was studied in particular in the context of the 2008 global food crisis.
Several studies found that export restrictions contributed significantly increasing food prices in
importing countries (e.g. Dollive 2008) as well as to the extent of world food price increases.*’

For example, Timmer (2008) found that the increase in the world rice price was attributable
primarily to export restrictions imposed by the large traders and not justifiably based on supply,

46 See Mitra and Josling (2009); Abbott (2011). Anania (2013) provides a brief review of the literature.
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use and stocks worldwide. It has been argued that restrictions on the export of rice across
Asia contributed to an increase in global rice prices by about 75% (cf. Economist, 27 March
2008). Also, “when Kazakhstan threatened to limit wheat exports, some wheat prices soared
by 25%. Joseph Glauber, chief economist at America’s Department of Agriculture, reckons
that restraints on the export of wheat may have added as much as 20% to wholesale prices—
although not as much at the retail level” (Economist, 27 March 2008).

However, due to the limited levels of cereals exports that would have taken place without the
ban in place, the Ethiopian ban is unlikely to have created serious distortions in regional export
markets, except potentially in the border regions, where the market share of Ethiopian exports

could have been more significant.
5.3.5 Have Periods of Export Bans been Appropriate?

The objective of Ethiopia’s cereals export bans has primarily been to stabilise prices. Apart
from the fact, as shown below, that they have not been effective in this regard, they would also
have been in place for lengthy periods. Taking the case of maize as an example, regardless
of which price index is used as the basis, there is no justification from a price stabilisation
perspective to maintain export bans for as long as they were in force in practice (Figure 11):
The ban imposed in February 2008 could have been lifted in December 2008, while the ban
imposed in 2011 would have been lifted in early 2012, and for the current ban there was no
justification in terms of price developments in the first place.

Figure 11: Maize price indices and Ethiopian maize export bans, 2000-2016

500.00
450.00
400.00
350.00
300.00
250.00
200.00
150.00
100.00 -
50.00
T T T T T T T T T T T T T T T T T T T T T T
8835 5888338885533 332=-ccdxaFTITeee
§3E32435§55255388¢838385833583¢838¢
FAQ Cereals Price Index Wholesale, Addis Ababa, USD Index
= \\Vholesale, Addis Ababa, real ETB Index mmm Ban period

Note: Average prices 2002-2004 = 100.
Source: Authors’ calculations based on FAO (FAO cereals price index) and EGTE (wholesale prices, Addis Ababa).
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A key reason for the excessively long periods during which bans are in place, as described
in detail in section 3 above, is the practice of imposing bans for an indefinite period of time
coupled with the lack of a periodic review system.

The implication of the long periods is that friction costs and the negative effects of uncertainty
are increased, whereas the economic benefits of the ban in terms of price stabilisation and
absorbing the shock of high prices for urban consumers, as noted above, are very limited.
Thus, the longer an export ban is in place, the more negative its cost-benefit balance becomes.

5.4 Summary - the Costs and Benefits of Export Bans in Ethiopia

The economic analysis of the Ethiopian cereals bans undertaken in this section yields five
main findings.

First, the bans to a large extent were not binding, i.e. even without the ban in place exports
would have been limited. The level of exports that would have taken place (and that actually take
place as informal cross-border trade) is too limited to have any notable economic implications
in terms of exerting downward pressure on prices, stabilising supply, or influencing welfare in
Ethiopia. This finding has important implications for the justification of bans: their imposition
‘was based on the assumption that the production estimates were correct and that prices
had increased because of exports” (Rashid 2010: 11) — but this assumption is mostly not
fulfilled, as the analysis of the impact of export changes on domestic price levels undertaken
above (Section 5.3.2) shows. Ethiopia’s cereals exports are too small to influence the domestic
market price (also see Rashid 2010 for a similar conclusion). As a result of this, the export bans
implemented in Ethiopia so far have not generated any notable economic benefits.

Second, if export bans had been economically relevant and yielded larger results — which
would have been the case if the export competitiveness of Ethiopian cereals production had
been higher, and exports in the absence of a ban had also therefore been higher — they
would have resulted in (a) an aggregate welfare loss, and (b) have shifted welfare from rural
households producing cereals to urban households consuming cereals.

This follows both from the economic theory of export bans as summarised in Section 5.2 and
numerous studies undertaken of export restrictions in Ethiopia and elsewhere.*’ In terms of
costs and benefits, while net consumers of cereals (i.e. urban households, including the urban
poor) receive a benefit from export bans, net producers of cereals (incl. rural poor households)
pay the cost in terms of lower producer prices. Intermediaries also sometimes beneficiaries if
they do not pass on the full reduction in farm-gate prices to the consumer prices.

Overall, since the benefits for the urban households do not fully outweigh the losses for rural
households, at the economy-wide level export bans generate a net loss; this is larger in the
longer run due to the fact that lower domestic prices caused by the ban act as a disincentive
to production, in terms of both planting decisions (there is an incentive to divert production to

47 For example, Nogués (2008) estimates that without export restrictions in Argentina during 2007-08 GDP
would have been 2-4% higher, and agricultural employment would have increased by 300,000.
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crops not subjected to a ban) and productivity enhancing and/or cultivated area expanding
investments. Ultimately, since export bans generate winners and losers, it is a policy choice for
the government whether the benefits for urban consumers are weighted higher than the losses
for rural households and overall welfare.

Third, export bans are an extreme instrument which is at odds with market principles; it also
does not allow gradual application — a ban is either in place, prohibiting exports, or not in
place, allowing exports. Alternative, less market distorting export restriction instruments which
also offer the possibility of fine-tuning exist, such as export taxes (in various forms, including
variable taxes). In addition further policy instruments other than export restrictions can be
applied — and are applied by Ethiopia, such as subsidies, technical support to farmers, setting
minimum prices, etc. — serving the same objectives as export restrictions. Like the second
finding, this finding is somewhat theoretical in the Ethiopian context where export bans have
mostly been non-binding, but going forward, considering the increases in yield and output that
have been achieved over the years, it might become a practical matter in the not too distant
future.

Fourth, and this is a practical finding again, although Ethiopian cereals export bans have
not been effective in terms of stabilising prices and supply, and have thus not created a real
benefit, they have caused real costs in terms of friction costs as well as costs stemming from
lack of predictability and transparency. For example, a comparative analysis by AGRA finds
that “Traders often find ways to get around the restrictions, but their costs rise because they
have to bribe officials to do so” (AGRA 2014: 8).*8 On the other hand, a benefit from the mere
imposition of export restrictions, regardless of whether or not they are effective, can be the
signalling effect: by showing the (urban) poor that the government is doing something, unrest
can be avoided (cf. Anania 2013).4°

Fifth, export bans clearly conflict with other Ethiopian policies — notably, the strategy to increase
agricultural output and expand exports of agricultural and processed agricultural products is in
full contradiction to the export ban.

48 This is further explained by Stryker and Amin for export bans in Tanzania. They find that the export ban is “widely violated
when it is imposed, but these violations have a cost. They transfer income from producers to those who receive bribes in
order to allow maize-laden trucks to pass, to those who take the risks of continuing to export maize, and to the additional
costs involved with loading and unloading, and traversing panya routes in smaller vehicles. [...] The increased price
difference is absorbed by bribes, returns to risk-taking by traders, and higher transport costs. These increased costs of
marketing and trade benefit only the receivers of bribes, though even they are also being compensated for greater risks”
(Stryker/Amin 2012: 32 & 35).

49 Less benignly, one could follow Mitra and Josling and state that “The ostensible reason for such bans is food security, but
as mentioned above, this might mask political motives. Low food prices might be an effective way to win political support”
(2009: 8).
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6.0 Main Recommendations

ased on the findings of the institutional and economic analyses undertaken
in this study, as well as the brief review of the practice in other countries, three
broad recommendations for alternative (or consecutive) policies pursuing the aim
of expanding supply and stabilising prices on Ethiopia’s cereals markets are put
forward. The recommendations are ordered from the modest and specific to radical and broad.

Summary Recommendation 1: The identified shortcomings of the current regime of cereals
export bans should be addressed. This leaves the instrument of export bans intact but reduces
the friction costs associated with it.

This summary recommendation aims at improving the management of export restrictions by
enhancing the transparency and predictability of bans and how they are imposed and lifted.
Details are provided in Section 3 and include the following:

+» The government should pass a directive or regulation which sets out detailed rules
and procedures on the imposition, administration and lifting of cereals export bans,
including designating the government agency authorized to impose and lift bans (MoT
is recommended to be that agency), the criteria and conditions under which export
bans may be issued, the decision making process, stakeholder consultations, and the
periodical review of implementation. A suggested structure is provided in Annex A.

« Each individual ban taken under the directive should then be formally imposed,
amended and revoked and be made public through appropriate notification in the
media, as well as on the issuing agency’s website.

®

«  While predictability is difficult to achieve, key criteria should be established, such as
the forecast of a serious shortage, using the existing mechanisms under the NDRMC.
There is a need for timely and accurate data for deciding on the imposition and lifting of
export bans, as well as the need to integrate such data into an integrated information
system based on which decisions could be taken.

This recommendation is based on ample evidence for the negative and disruptive consequences
of the current ad hoc and opaque system, shown in this and previous studies, and is also in
line with earlier recommendations. For example, as early as 2010 IFPRI recommended that
the government should define “a clear and transparent role for government [...], gradually
shifting away from ad hoc stabilization efforts” (IFPRI 2010: 3). More recently, the MIRA policy
note to GoE recommended to (1) lift the maize export ban for producers as well as processors
and traders; (2) announce the lifting of the ban ahead of time; and (3) long term put in place a
Directive/Guidelines to streamline the policy processes and procedures under which cereals
export restrictions is lifted and revoked.

Summary Recommendation 2: Consider replacing export bans with a less market distorting
instrument of export restrictions, such as variable export taxes.
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As the analysis has shown, export bans are the strongest and most disruptive type of export
restrictions, and are not in line with market principles. In most situations, they are not an
appropriate instrument to correct real or perceived failures on the cereals market; they
also entail the highest welfare losses, compared to other export restrictive measures. This
recommendation thus goes one step further by suggesting the replacement of export bans
with a less distorting instrument. The objective would be to establish a more automated (and,
hence, transparent) system, avoiding those that require discretionary decisions. For example,
export quotas need allocation decisions by the administration; non-automatic export licences
or permits entail high administrative costs for traders. In addition, all instruments requiring
discretionary decisions entail the risk of increasing corruption. Export taxes, while certainly
not being perfect, might therefore be a preferable instrument. In particular, the suitability of
variable export taxes should be studied. These are preferable to ad valorem export taxes
where the policy objective is price stabilisation. On the other hand, they are institutionally
more demanding than plain ad valorem export taxes, but the systems in place in Ethiopia for
determining cereals output and prices are already quite developed, and the implementation of
a variable export tax might be feasible. It should also be noted that variable export taxes are
one of the instruments being considered as an option for the stabilisation of food prices in the
WTO.

Summary Recommendation 3: Consider the wider context of measures and replace export
restrictions in general with other instruments. The way to increased welfare is not through
export constraints, which in the case of Ethiopia only marginally increases supply, but through
increased production.

Implementing this recommendation, which has been put forward by other studies in the past
(e.g. AGRA 2014), will require more research to develop a coherent concept, although a broad
body of evidence, findings and specific recommendations are already available.

Some indicative findings are available. For example, Benson et al. (2014) studied the long-
term economic impact of increases between 11.8% and 14.0% of teff, wheat and maize and
found that the Ethiopian economy would be 1.36% larger if production of all three crops was
increased. With regard to welfare effects, they found:

“The impact of these cereal initiatives on the consumption and welfare of various household
groupsinthe country are uniformly positive—higher consumption and reduced poverty. However,
different household groups benefit depending on which cereal sees its production levels rise.
Teff production increases will provide greatest benefits for urban consumers, particularly poor
urban households, while the economic benefits of increases in maize production will principally
flow to rural households, both poor maize consumers and maize producers. The benefits of
increased wheat production are more evenly shared” (Benson et al. 2014: vii).

Specifically, based on anincrease in the production of all three crops, per capita real consumption
of the urban poor increases most, by 1.63%, followed by the rural poor (1.45%), whereas
non-poor households increase their consumption slightly less (Benson et. 2014: 13). In terms
of poverty reduction, however, rural areas benefit more than urban areas as the production
increase translates into income growth; thus, the rural poverty headcount decreases by 2.22%
whereas urban poverty only by 0.93% (Benson et. 2014: 14), driven by the price reduction
effect.
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A number of other relevant studies have been referred to in this report,>° these need to be
updated and integrated into a coherent cereals policy.

Finally, regardless of the above recommendations taken up by the government, the importance
of pursuing an integrated solution to the problem of cereals supply shortages and price volatility
cannot be overstated. Thus, even if either of the first two recommendations is pursued,
addressing the production side will play an important role, both in the short and long term. This
also includes measures to support farmers should cereals prices drop.

Ploughing with cattle in southwestern Ethiopia

Creating new options for cultivating lands.

More oxen for ploughing means less labour for farmers

In Ethiopia’s Ghibe valley, ILRI-led Tsetse Fly control methods have
allowed cattle to flourish in an area previously almost uninhabitable for
them. This has encouragd more farming in the area, relieving to a degree
population and soil erosion pressures in higher, Tsetse free, elevations.
Such is the impact this has had on the livelihood of farmer Worku
Mengiste that he is now able to employ two casual labourers to do work
he previously did himself. Here he watches on as they plough his field.

| Photo credit: ILRI/Stevie Mann |

50 These include, for example, IFPRI (2010), Demeke (2012), Demeka and Di Marcantonio (2013), Wakeyo and Lanos
(2014), Abate et al. (2015), and AGP-AMDe (2015).
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ANNEX A: GUIDELINE ON THE CONTENTS OF A REGULATION/DIRECTIVE TO
GOVERN EXPORT BANS ON CEREALS

1. Authorised agency

The regulation or directive should clearly designate the government agency authorised to issue
and lift export bans. Under the current regulatory regime, the obvious candidate is the Ministry
of Trade, which regulates exports from the country. MoT is the logical choice as it regulates the
country’s export trade.

It is therefore recommended that MoT be designated as the ministry responsible for export
bans. The directive should also indicate which directorate in MoT should administer export bans
or confer the powers and responsibilities to MoT to designate a responsible unit/directorate for
the administration of export restrictions. The Ministry should then designate an existing unit
(such as the Crop Marketing Directorate) or establish a new unit to administer export bans and
restrictions on cereals.

2. Decision-making processes, criteria and specific conditions to impose, maintain
and lift export bans

The regulation or directive should also set out the decision-making processes, criteria and
specific conditions to be met prior to an export ban.

The decision making process should begin with the collection of agricultural production data, in
particular, the seasonal forecasts. Currently the two sources are the CSA sample survey and
the NDRMC'’s assessment. MOANR should take the lead in collecting agricultural production
data for the purposes of determining the need to impose, maintain or lift export bans. The
analysis of the collected data should involve MoANR, MoT, the Prime Minister’s Office and
NDRMC.

Data analysis should be accompanied by examination of other factors affecting food security
and domestic prices. These include domestic, regional and global cereal prices and price
trends, weather patterns and other measures that affect cereals production and prices. The
examination of these factors will determine the likelihood of food shortages, price hikes, and
impact on domestic supplies, which will then be used to make the final determination on the
need to impose an export ban. Analysis of these factors while an export ban is in place will help
determine whether the export ban should be maintained or lifted.

While these factors may not be easy to quantify strictly, general thresholds should be set to
accord greater transparency to the decision-making process. Consideration should be given to
WTO rules when defining these parameters to avoid potential inconsistencies.

3. Consultation and notification

The instrument should also provide for prior notification of a proposed decision on export bans
(whether it be to impose or lift them) to concerned stakeholders. These should include farmer
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cooperatives, commercial farms, government administrative agencies involved in agricultural
production, traders and exporters (including the Ethiopian Agricultural Business Corporation),
and private sector associations (such as the Ethiopian Chamber of Commerce and Sectoral
Associations..

Once stakeholders are notified, they should be given sufficient opportunity to provide their
opinion on the proposed decision. This requirement is without prejudice to taking urgent
emergency measures that require immediate action to prevent potential harm.

4. Transitional arrangements

The directive should stipulate that exporters with pre-existing contractual obligations will be
permitted to export to fulfil such obligations. This will allow exporters to avoid defaulting on
such contracts and minimize potential losses arsing from terminating pre-existing contracts.

5. Official publication

When a decision to impose, modify or lift an export ban is made, this decision should be
officially published via a directive or other instrument by MoT. This will allow any interested
party to easily find out if a ban is in place currently and learn the specific details of the ban.

6. Duration of export ban and periodic review

Export bans should be time-bound. Issuing a time-bound export ban provides greater
transparency to producers and traders, who can plan accordingly. In addition, there should be
a review of the decision at regular intervals. For instance, a quarterly review of an export ban
issued for a year may show that the conditions that necessitated the ban no longer exist. The
ban can therefore be lifted even before the one year period approaches.

A review may also show that the export ban does not have the desired effect and indicate the
need to amend or replace it with another measure or lift the measure altogether.

ANNEX B: TABLES

Table 7: Production, area harvested and yield of selected cereals, Ethiopia, 2003-2016
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