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Case Comment on Usury: Summary

The Cassation Bench of the Federal Supreme Court decided that a contract of
loan with 10 per cent interest rate per month establishes a crime of usury as
provided under Article 712 of the Criminal Code. The court reasoned out that
10% interest rate per month violates the official interest rate and therefore the
creditor has committed the crime of usury. The court does not expressly mention
which official rate it is referring to —in its decisions. Nevertheless, considering
that there is no any other official interest rate that is provided by the law in
Ethiopia, it can be easily inferred that the court was tacitly referring to the
interest rate provided in the Civil Code. The question is therefore whether the
interest rate provided under Article 2479 of the Civil Code overrides
Proclamation No. 591/2008 (based on which the National Bank of Ethiopia
issues directives on interest rates). Article 5(4) of the Proclamation has
empowered the National Bank of Ethiopia to determine official interest rates
and it is clear from the provisions of the Proclamation that this mandate includes
the power to determine interest rates that are applicable in private loan
agreements. Directive NBE/INT/11/2010/ has given financial institutions the
authority to determine interest rates freely; whereas, it remains silent about the
applicable maximum interest rate for private loans. I argue that Proclamation
No. 591/ 2008 has repealed Article 2479 of the Civil Code and the silence of the
directive with regard to private loans does not imply the revivication of Article
2479 of the Civil Code. Furthermore, the court has overseen the elements of
Article 712 of the Criminal Code that establish the crime of usury. For a crime
of usury to be established under the provision, the exorbitant interest rate should
be the result of debtor’s dependence on the creditor, material difficulty,
inexperience, or weak character that is unfairly manipulated by the creditor.

* Gebreyesus Abegaz Yimer, LLB (Haramaya University) LLM (Rotterdam University,
School of Law), Assistant professor, Mekelle University School of Law. Email:
gebreyesusyimer@gmail.com

I acknowledge the support of Professor Wim Decock, Dr. Elias Nour and Mihrteab
Gebremeskel in writing this case comment.
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Ph994 Ndud-B AAN a0 7171 020, ch? NThAT AL Poowld@ Phd-M POTEN
an FhAf NoC 10% oA L2930 NEC Neohmt H08L PAT®7 Lt AS
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MNF €CL 0 OHLII1M Moo Chd-M @ TEN LOavPA P7LA @A (T LA
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NG FhNhC h? RTC 2479 W HG®- PONE aom? 12% aolP'r +L7730:: AHY
AL NG/ch PHL11@ POAL aom? NAPE &TC 591/2008 A7+d 5 700 W1Pd 4 hS
Noogol f &TC NBE/INT/11/2010/ P46l ooP7 AdaoWP'r7: A78.0-9° MO TEA h?
NETC 712 PhéM ®TENT N?Lavant Atmeam- “official rate” a200t LAm-
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VTR WS AP DNEC POLTY? @A OhevAht hTrE E9RC ALY
ANTANN AG W21 FALE 2AMLPT AH100CPPA: AT°AA NT73E TNARET
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! Sidney Homer, Richard Sylla (2005), A History of Interest Rates, Fourth Edition, John
Wiley and Sons. Inc, p. 3.
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£ PF et APF MY h7 oowlt (TPeTé NEC 33/2% @AL: Nidhh
NLEC L79° 20% MAL AF8NAAN L7707 INC: PNEC @A MR U-S aolPF Wr8ANT
ATS.U-9° AT htLi1a PoALE aom? NAL ANSS@- hONAN PSa-? NEC MI°C
ATGLNEA PHav-dN, (hD LLIDINZ NhF14F 2h e “the Laws of Solon” A=
NL3o+@ HIFo- COAE aom? 1A9°H9° 18N NHPPET A0 het +LCT
I hooP'r9° ORICE (@ AAhLAD 68 NOCTT APELEH ALCIPA:® CoIRLII°
a78.u- “Twelve Tables” -+Na- 0oL+ w7 POAE oom? 8'/3% wi8.P7
L1 hhéPLa POAE aom? NAL PANAN ANSSE hANAND- NAL hdT ATE
ATENEA LT

levhhAF@ Hoo? (@A H4f TALT PLam- ACAC +h18A: (LY Hoo?
ILNNIT TG oWl 7184 MAL oA av-p- oo-h P AAINC hé-M (usury)
Al SNt LTV NG PSS Nad-M HEP Po1LL1@ ACAC AHovS T +TAA:
AL 10927 A-CT N FIYLE: SECOLTTE AL aoPNA? hoLhAhA®- w7 LAY
PILLPLENT Vs APNLIE LT NCHS P25 avldPF ALONT ML T A EhET
AS PADGIL gPU-¢t NDL: VIS aowlt (OAL AL P99.LL47 180 NPSTH
AICT 09Lh A PTIHN AS PADLSL AN AL Ctaow/ld APt oo il
NEAE POAL oomy Poo¢d PUAT (Lt A°AA NLO--Ch AET (M9° HP+E
(0.01%: 97N KC A& Navf) POALE aom? FavHIOA: LUI° PoLLAPD DAL
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V) P10 A%1C-R TS (Opportunity cost):- 130 A%1e-R TS INT
O AAA ATATDAT LA POLTID TPI° TIAT 108 AT @ 1IHOT
AN A@ PPN LD NTIHN ALASOST @ P2LTFAT D7 AT 77L& @LYI°
TPET Novd@ 10 A9°AA A7L A@- N0 0 @R9° oonS oot
LFAA: nARY 0F THA 0900 @890 Ok Moo C PoLeTim Ty Td9°
looF@ NALLNEC &V O @ A% TP hN&C hILTi TP (0AL)
@-NT 2700, PN

A) TN AghiA (oo @ NhéA) AZLRCH hPlé- aoF P7LFPT hesf
(premium for risk):- PwAL gom7 Aco@NF n29° T WO 4TOT ovhhd
A% MNEC eHama- 770N 0LovAn ATLLCAM: n21d- “1FF e eI+ 158,
10 NEC NMVLD AdA  A@ A ANISE (PY PN oowlt ®LeT

> Ibid.

> Tbid.

*Ibid; see also: Armedariz, Beartiz and Morduch Jonathan, The Economics of
Microfinance, MIT press, Cambridge USA, (2010), page 34.

*Id., p. 5.

% Ibid.

7 Anthony Bottomley, (1975), Interest Rate Determination in Underdeveloped Rural Areas,
American Journal of Agricultural Economics Vol. 57, No. 2, page, 279-291.

¥ George Holmes (1982), Usury in Law, in Practice and in Psychology: Political Science
Quarterly, Vol. 7, No. 3 (Sep., 1892), page 431-467.
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A7 NEC ANH A QA“LAT WHENSSPE CtonTrT APT oo LI°
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hLY 29°tF ahf oL@ POMMhA PO ANSLD NTLMLPD POAL aomF
AL ehtdA:

) PNEC OF:- NLE7 ATMGOT PTLENLAT OF LT T Aav(idr aG NS
ATNooAl PULLNLAT OB DT DAL oomT ADANT OF T h7?9°F O0T
21N NL$T Agoamt: Aooh~tA A78.U9° A?IhooAn PULOMm @5 P
ANGLD D N4 NTLETTID MAL ao(id? LSCOUTPA: A°AN NA N&LD-
aWCL: ¢, U7 Nt (assets)? NAANT OSPES NAgvANA-T- oolEPTT
AN AT8.U9° avlB7 Aoom+9® o.M @F N840 NLhGAD-
POAE +ovy 79 ONT LIAT @LI° LI CHILLD @17 ANSLE (AN
oA\ POLNEANT UL 854N “INT 10

av) ¢ Th0:- PNEC PS TPI° HI8BL@ POLET MDTF AUT ATES.MPI°NT
TN Y- PE9CE P1IHN Por Mt a9 (MK 1L AANLL NAYLTA
PoLMPP@ POAL aom? LU PTIHN PavMt  AP9° av8h9® nI9°t
LOMA: QAlY 20e  Tant heHAE hPt POAL ooMT9° WG ATAA
LmNPNFA 90T 1@< A°AN PINS AT 10% Yy AP 9PhTeT han
MNTeC P7L.mee® OAL hHv NAL a7 SmNPNIA::

L ATeRE POAL tavy NWiavANE NAFCRE ShhNhC M7 LI $12%
DAL AUT NAD Phlét VB3 AHC AAINNG PO1STFA aolP'r? Moo TiHANE NAPE
®TC 591/2008 a%+d 5 00 aAtbd 4 aowll POALT aomt Pav®O? oo\
ALTEE e Ndud-P A7 HATLA: QLU 20NT aow/ld CAde&e Ndué-P OFn
Noooolf €FC NBE/INT/11/2010 242570 +&1 P@AL oom7 MNET aowldt
ALCID ATRONT ACINTFAT 4oo'rd AR 12N hevh ALCT TP (A6
277 €h+o19> TN (saving account) POAL aom7 h5% £10 hW14LPT avavlPa-
LT LU TN 042570 FETE CPMSA OAF POAL aomT TINLEC PO
haoP'r AORICT AF+219 1IN h5% 0AL PPNSA QAT oom? ovhdh LTAN:
DY 0F6274 42400 MPAL €CE - ANC A% TFa~ T 00/oo/& 62167 N
AN AI°GT UNT1 “9HC AS €0 19F A0 aohh N0 1CAC NAMa- @A
0§+ h NG h1 CHLITI@ POAL aom? N&MA 990+ AL 1497001 hWrLand-
oA ATLEA:

Ndué® 0% foAL +oodd Otoodhd PHOmM@ A2AMT PTIHN A&7
Ntoopnt +oNT ALPT N5 @9° MET OALT Otoopaht +ovy Pav@n’?
2AMT CHFOAM@ oo P77 avlBt PALNIN: “CTIHNG  NLC APCOT OHLA10-
am? aoTik? AI8U9° POAL  +Fav?r AS  ANT  WERLPTT Pav@NT WS

? Glock Stephane (2005) , The Property Law Project; France, European University Institute
(EUI) Florence/ European Private Law Forum Deutsches Notarinstitut (DNotl) Wurzburg,
p. 14.
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04T ch NG h? CHLI10 $OAL oom? (PSTT MNEC 246 AL AHOTI6T
+209 AP PNCPT  APYE NPFE@9° PRI P  AntANN  NAoef0F
(informal) -+t ®E9° NIA0N LLE ALAT NLC 1L oolPF AT ANAe
aod-nC  ARFAI®:: aofanld® IANT  AG P1TIN AR2TET  n79°F AN
O7ooAnt 70T hAT@ oo PoofH V% ATIC AT8.09° WAT@ h&+E Ad9e
Ange AJ2 07000 LLE PULAT NLC ATNNC 4241 hAPYT ONE+C 000
POLMEPD MAL N0 OAL 0T AP7 ALTAP: hAAT AICT ALI® A7C
AL haza N&EC 177 AC18TA ST 1DL%PT AN Aevf0NF  (informal)
ANBSET ANThT hHdPLm POAL aom? (AL OAL N710héA “INLC PoLT ANt
U Weh? LT 215N Y 188 9°CI°C P8 9°U-¢-7 Phe-oof0E NLC
OAL he s PT ooTT7 09900004 APTE A9°7 POAL oom? hev s P1 A“lA®-
TeE 97 PFALP avAN LOMA-:

Nh-oo20N5 NEC ONT OALE A9°7 he+§ 1 A%LA0 TPfE holom- D9°8F
ONT he s LAaohdd hLDF P7 NAe 0867 P2IA0NC FATTT NoofNEF PNLC
+&9PF LA PAHHY Awe-CE OHt .. AL ATDC YTOT Y4017 PAgvhd hLD
(risk of default) ¢4evwid@ 0t+Oma- eNLC oom?: OF0%S@- 0.7 010840-
MPAA TNLTE NSO AN AA 64 ooMFE Nao M LY T NPAMN4S @M I
@A PUINLA CUTF ooFC ANGPSCE W80 (FFNSL@ AmPAg DNOS AL
10" WY ATIC A8 Aevf0EF NEC helons N ALT ANHEE  hoofF
+EPT NEC 97T POILTA GFm PPRIeEICE NNV ovfNE &1 gvavHF
NS PAGONLA WL AAVTFO- FNAD- Po100: ST

19 Usury Act 73 of 1968 of South Africa provides as follows “ (1)(a) No moneylender shall
in connection with any money lending transaction stipulate for, demand or receive finance
charges at an annual finance charge rate greater than the percentage determined by the
Registrar by notice in the Gazette in accordance with the directions of the Minister. (b)
Different percentages may be determined under paragraph (a) for money lending
transactions where the total amount of money lent by a moneylender to a borrower within
any period of three months, including disbursements made by him Within the said period
and recoverable as part of the principal debt, is different. The minister annually
determines the interest rate to be charged for credits by formal and informal financial
institutions and the prescribed interest rate is always higher for informal financial
institutions.

" Amit Bhaduri (1977), The Formation of Usurious Interest rates in Backward Agriculture,
Cambridge Journal of Economics Vol. 1, No. 4 (December 1977), pp. 341-352.

"2 Sarbaji Chaudhuri and Manash Ranjan Gubta (1996), Delayed Formal Credit, Bribing
and the Informal Credit Market in Agriculture: a Theoretical Analysis, Journal of
Development Economics, vol. 51, pp. 433-449.

13 Beartiz Armedariz and Jonathan Morduch (2010), The Economics of Microfinance, MIT
Press, Cambridge USA, p. 34.

" Ibid.
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a0l PTF NhoofNE NEC 41 PA®- TIC 7430 LY 6P P99l4+4
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hHY NAL hi10-F 1T0F A79CT PONC O-AL® NOC 10% OAL AT8.U-9° MNEC
nrAmo- 17700 haTeE 1AL 77HN NOAL avdn avP(A7 A7L hé-TM aol 71T OAS
Aao®O? AT CHOM@7 TN Catei e Ndud-P OTNT 2AMT SCE bk
AN I49° @8 UL TP2E L01AN: NHY @As “ONh? hHé L@ POALE oom?7
NAL” P92.A@ ATMAD A20N'TT CA@-9°:: 9°h1384:9°F e Tch NhC h1 PoNrio-
12% 0@ 7EAT hT AhéTM O7EA atmeam- “official rate” a20NTt Ar8Am-
POL.e0L5 90790 ALY Ch? I &CL Mk AAOMMYI®ET @LI° L29° AA Nch?
¢tmAT aom} o054 hAaoAn-+9°::

2. POAL ooMF Aae-M OTEN avd89° NTFF nen 1IC (element)
AN P'+7 (17LoohhT

Y @At AL AYA PPLTFA® UANTE T POAL oomT Ahé-T OTEN ool09°
NFF hovANT 10 ©F PoLA@ 142 10 POTEA hD RTC 712 Phd-M OTEA
4800 ACINT POLENTANTT ATA 11T (constitutive elements) N7Aé fhdarm
A7 LY ATPd oowld W& @ hé-M ANEZAN ATINT PoLe0TA Vb PF
FINOPA: NOTEN T oowld “9939° a@- CHN8LT TIACHIFT eNFTrETE
@®LI° PN T47 ®LI° v LhTrET @RI AL ®LI” Thed PAND-
Py aowlt 914D NECT hTLav1le Naome9® PAHNHM: A7LPT N@7TEA
TP AILTLPT LLITIN:

Pac-M TCTI° AL AD DTLMLPD OAL oomd WHC NF ¢oLILNT AdAANN
+P0LTT PAD ALLAIC: ONH Ph7 9°UCT ANFAANT AdM DHIAIST TOSP
(consumer protection) a78.U-9° ALYt hILA® PNLC Awd-C (ir/responsible
lending) 21 HAN IC ¢4$44T 10 AL G@ AET7 Ohd FIC @o-0T P aant

'> Bhaduri, supra note 11.

' Simin Gao (2015), Seeing Gray in a Black-and-White Legal World: Financial
Repression, Adaptive Efficiency and shadow Baking in China, Texas International Law
Journal; Vol. 50, NO 1, (2015), page, 95.

7 gy GCL (P& Po- POTEAT VT &/@/av/667(1) aow s P1am (WPF9° v-aqk: K72 av-q. (lov-Q.
FamAd . G-
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fmPAL €CL 0 ANC (92 TaeT NaoHN +TC 80119F ¢h-t 11 +7 2005
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2CoT LY TIC av&Fdh ANMO: ST [

'8 For more discussion on why and how countries restrict interest rate see the Final Report on
interest rate restrictions in the EU by Institut fir Finanzdienstleistungen, available online
at http://ec.europa.eu/internal_market/finservices-retail/docs/credit/irr_report_en.pdf.




