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FHEFACE

The Bi’^sion fo r  Industrial Studies, Regional and Country 

Studies Branch, undertakes under its  work programme the preparation 

o f Country Industrial Development P ro file s . These p ro file s  are 

desk studies, providing s ta t is t ic a l and economic analyses o f  the 

industry sector, i t s  growth, present status and future prospects.

I t  is  hoped that the p ro file s  w il l  provide analyses o f use in a c t iv i

t ie s  re la ting  to technical assistance, industrial redeployment and 

investment co-operation.

This p ro file  on Ethiopia is  based on documents, reports and 

studies available at ECA/UNIDO Industry Division, Addis Ababa, as 

w ell as some material co llected from Government agencies. No f i e ld  

survey has been undertaken and some o f the data on industry are not 

up-to-date.

The views or comments contained in th is document do nox r e f le c t  

those o f the Government o f Ethiopia nor do they o f f i c ia l ly  commit the 

United Nations Industrial Development Organization to any particu lar 

course o f action.
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EXPUNATOHYNOTE

Currency Unit 

US $1.00

Br. 1.00

Birr (B r.) -  100 cents

Birr 2.50 (fo r  1971 and. p r io r )

Br. 2.303 (1972)

Br. 2.072 (1973 onwards)

US $0.483 (1973 onwards)

Ethiopian calendar

The Ethiopian Calendar year runs from 11 September to 10 September; 

the Ethiopian f is c a l year runs from 8 July to 7 July. Unless otherwise 

spec ified , a l l  years are f is c a l years.
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O T T M M i o v  n m  r»/^YT/"»T t t c  t  o t t o
W W i ' l T U U U  X U I  ¿ J  U V U U U U ^ ^ V i l W

Ethiopia is  one o f the least developed and l-»ast industria lized 

countries, with an estimated 1977 population o f about 28.6 m illion  people 

o f  which 3.6 m illion  or 12.6 per cent l iv e  in urban areas and the rest 

o f  25 m illion  people or 87.4 per cent l iv e  in rural areas. Most o f the 

people in the la t te r  category are engaged in se ttled  agriculture, some 

in agriculture and livestock  farming, and the rest in pastoral livestock  

breeding. Hie country is  endowed with lim ited mineral deposits, extensive 

arable land, favourable clim atic conditions, fishery  vesources and 

re la t iv e ly  lino.ted forest resources.

Information on income distribution  as w ell as wages is  scanty. The 

low purchasing power in  the small domestic market is  a severe constraint 

on the establishment o f manufacturing industries. Industria lization  is  

s t i l l  in its  infancy and heavily dependent on imported inputs. Exports 

o f manufactures are in s ign ifican t; the main export is  coffee which 

represents over 6J per cent o f the country's export earnings.

The manufacturing sector has recorded an average annual growth in 

volume o f 3.2 per cent during 1970—1977- However, output has continued 

to f a l l  since 1974. This sector continues to be characterized mainly by 

the predominance o f four ligh t subsectors, i . e .  te x t i le ,  food, beverage 

and tobacco. The te x t i le  subsector is  the largest, accounting fo r  32 per 

cent o f the to ta l gross manufacturing output; food production accounts 

fo r  a further 20 per cent o f output. Over 80 per cent o f manufacturing 

output is  contributed by public enterprises. Manufacturing industries 

are concentrated in three regions with the most advanced transportation 

system (Shoa, Eritrea and Harrarghe).

The tempo o f industrial growth in the country is  hindered by a 

number o f constraints among which are: inadequate industrial finance, 

shortage o f domestic entrepreneurship and sk illed  industrial personnel, 

inadequate communications, lack o f incentives fo r  private investment, 

technical problems arising from old machinery, shortage o f raw materials, 

inadequate in stitu tiona l infrastructure, such as incomplete planning 

machinery restructuring, lack o f policy implementing tools (investment 

laws) and project preparation, implementation and monitoring capab ilities .
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The Guvex-uuicxit haw éu ld i'^cu  'the puu liC  ocutOr uj ur’xügxüg a,

number o f industrial enterprises under public ownership. Oi the other 

hand, the Government has published a Declaration on Economic Policy 

which is  part and parcel o f the 1975 Declaration on Ethiopian Socialism. 

E fforts have been made since to establish a planning machinery and 

institu tional infrastructure to support the implementation o f the 

Government po licy  fo r  economic and in particu lar industrial develop

ment, but the exercise is  fa r  from completed. Die Government has also 

launched short-term plans to cope with some ot the most urgent problems 

facing the population. Die F irst and Second Years o f Development Campaign 

Programmes were aimed at coping with problems such as food shortages, 

industrial raw materials supplies, essential consumer goods, services 

supply, etc.

Die prospects fo r  the near future appear to be associated with the 

country’ s good potential fo r  development o f agro-industries, and 

industries using some non-agricultural loca l raw materials. I t  is  there

fore along th is line that more ex p lic it  strategy fo r the industria l 

sector is  needed i f  the ob jective o f promoting indigenous and resource- 

based industria lization  is  to oe achieved. Such strategy would involve 

among other p r io r it ie s , the de fin ition  and establishment o f a more 

comprehensive and coherent planning policy and mechanism as w ell as 

the determination o f subsectoral po lic ies  and projects in more d e ta il.

die o f the most- urgent tasks facing the Government is  the formu

lation o f plans and measures aimed at the gradual removal o f the 

constraints and bottlenecks that now places strong brakes on indus

tr ia liza tio n  expansion in the country. In th is connexion, three sets 

o f d if f ic u lt ie s  seem to deserve special attention, i . e .  ( 1 ) lack o f 

both managerial and technical s k ills  especia lly  fo r the design, pre

paration, implementation and monitoring o f projects: extensive tra in ing 

programme is  being called fo r , ( 2 ) inadequate finance available fo r 

industria lization  as a resu lt o f both lim ited domestic savings and 

scarce foreign exchange: there is  need fo r increased e ffo r t  fo r 

mobilization o f domestic resources and attraction o f foreign invest

ment, and ( 3 ) technical problems arising from old machinery, which 

necessitates more maintenance, spare parts, and wherever required, 

replacement o f the already amortized equipment. In rejpect o f the two
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la s t constraints, i t  appears that mobilization o f much needed foreign  

investment could he fa c il ita te d  i f  a clear investment po licy  were 

defined which would in particu lar specify how the ro le  to be played 

by the newly established public sector could be supplemented by the 

private sector and especia lly  foreign private investment. Indeed, 

i f  the respective areas fo r  public and private (including fo re ign ) 

investment have been determined by the Proclamation on Economic 

Policy, clear rules and practica l modalities s t i l l  remain to be 

issued.
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cnaoter i

GENERAL ECONOMIC BACKGROUND

Geographical situation and, area

Ethiopia is  the largest o f the three countries in the horn o f 

A frica , with a to ta l land area o f 1,233,600 square kilometres, comprising 

a central highland mass surrounded by lowlands. Most o f Ethiopia is  well 

over 500 metres above sea le v e l and the dome—shaped Ras Dashen, which 

is  the highest mountain in the country, reaches the peak o f 4,620 metres. 

Ethiopia shares borders with Sudan in the west and the north-west, Kenya 

in the south, and Somalia in the east.

Population

No demographic census has ever been carried out in Ethiopia. Ihe 

la test Information available about the population is  derived from a 

national sample survey, the second o f it3 kind, which was conducted 

during 1969-1971. Prom the survey, the to ta l population in 1977 is  

estimated to be 28.6 m illion  and population density 23.4 per square 

kilometre (see Table 1 ). But according to the la test estimate made by 

the World Bank, the population seems to have been 31 million, in ,1978 

and population density 25 per square kilometre. Some 90 per cent o f the 

population is  rural. The rural population is  estimated to be growing 

at 2.1 per cent, the urban population at 6.5 per cent and the to ta l 

population at 2.5 psr cent per annum.

No re lia b le  data are available on the labour force or on the 

leve ls  o f employment and unemployment. About 85 per cent o f workers F*re 

in agriculture. Between 80 and 90 per cent o f the la t te r  are subsistence 

farmers. The urban work force, comprising the remaining 15 per cent o f 

the active population, was estimated to number approximately 1.4 m illion

in 1975.
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Table 1. Area population estimate and population density by region
and awraj a in 1977

Region
Area

(thousands o f 
square kilometres)

Population 

(thousands)

Density

(percentage)

Hararghe 254.8 2,882.2 11.3

Illubabor 50.8 745-4 14.7

¿Caff a 53.0 1,489.7 28.1
Shoa 85.5 5,864.0 68.6

Sidamo 116.7 2,589.0 22.2
Tigray 65.7 1,993.8 30.3

Wollega 69.8 1,862.5 26.7

Wollo 79.0 2,408.0 30.5

Total 1,223.6 28,637.1 23-4

Source : Central S ta tis tica l O ffice, S ta tis tica l Abstract, 1977, p.22

Bnployment in manufacturing sector is  r e la t iv e ly  lim ited. In 

1975/76 the to ta l number o f employees in th is sector amounted only 

to 59»222. Public sector employment increased by about 100,000 

between 1975 and 1978 from 49,000 to 75,000 in the case o f public 

sector manufacturing industries, from 60,000 to 80,000 in the case 

o f state farms, and from 60,000 to 108,000 in the case o f central 

Government. A good indication o f to ta l modern sector employment in 

the c it ie s  is  arrived at by adding central Government employment to 

trade union membership, which reached about 212,000 in October 1977, 

g iv ing a to ta l o f about 320,000 or one quarter o f the estimated urban 

labour force o f 1.3  m illion in the same year.

As fa r  as unemployment is  concerned, indications are that the 

number o f job seekers is  growing steadily. The data produced by the 

Ministry o f Labour and Social A ffa irs  show an increase in the number 

o f registered job seekers from about 15,000 in 1973/74 to about 40,000 

in 1974/75 and to over 100,000 in 1975/76.



Incomes

No Government wages or income po licy  has been announced. However, 

Government intervention in the labour market has been aimed at improving 

and safeguarding the position o f the lowest paid and reducing income 

d ifferences while preventing resu lting wage increases from having 

in fla tionary  e ffe c ts .

In 1976 the Government introduced a minimum wage fo r Government 

employees and public enterprises o f B irr 1-92 per day or Birr 50 per 

month and froze Government salaries above Birr 285 per month. I t  also 

introduced a three-year arrangement with the unions and the public 

enterprises providing fo r  wage and salary increases up to 15 per cent 

in the f i r s t  year, 8 and 7 per cent,respectively, in the second and 

third year fo r  those earning less than Birr 450 per month, and a freeze 

on salaries above th is le v e l. In the same year, an All-Ethiopian Trade 

Union (AEIU) was founded and trade unions were organized in a ll the main 

industries. The private sector has generally followed Government and 

public sector precedents " 0+ ch ie fly  because they were formally mandatory, 

but because o f wage leadership and union pressure. The arrangement was 

due fo r  renewal in 1979* The Government has also intervened in the 

housing market with the ob jective o f .educing rents fo r  the lowest paid 

and increasing the supply o f low-income group housing.

Since 1975* with the land reform, and with r is in g  agricultural 

prices (espec ia lly  fo r  food ), the rural-urban gap in incomes has 

probably narrowed somewhat. The ra tio  o f food to non-food prices in 

the Addis Ababa r e ta il  price index (a crude indicator o f the rural-urban 

terms o f trade), has risen roughly one-third since 1975* However, this 

would have p rincipa lly  benefited food surplus producers; food d e fic it  

areas and rural households heavily depender+ on non-farm income could 

actually be worse o f f .  I f  to ta l rea l consumption has been stagnant 

or fa ll in g , while some income has shifted from urban to rural areas, 

then average urban real incomes and consumption leve ls  must have fa llen . 

Oie farther indication o f th is is  given by the trend in public sector 

rea l wages. Assuming the o f f ic ia l  guidelines on wages have been followed, 

the trend in money and real wages would be as follows:
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Indices

Money wages

Addis Ababa r e ta i l  price index 

Heal wages

1975 1976 1977 1978

100 115 124 133

100 120 150 H I

100 89 83 78

Natural resources and primary products

The country's good s o il and favourable clim atic conditions 

provide a wide spectrum of p o ss ib ilit ie s  fo r  extensive and d iv e rs ified  

agricu ltural production and animal husbandry. However, at present 

subsistence agricu lt’ ire is  predominant. About 65 per cent o f the land 

area can be defined as agricu ltural land, o f which only less than

10 per cent is  actually under crops cu ltivation , the rest being used 

fo r  permanent pasture.

In o<“at o f the highland areas, main agricultural products range 

from co ifee , maize and bananas in the lower elevations, to wheat, 

barley, sorghum, t e f f ,  oilseeds and pulses in the high, cooler 

locations. There is  intensive livestock  production based on ca tt le , 

pigs and poultry. Ethiopia’ s forest resources are very lim ited as 

some parts o f the country are nearly desert. The potentials fo r  

fish eries  are promising.

To data few commercially exploitable mineral resources, mainly 

gold and platinum have been discovered,and the mining sector has made 

a very small contribution to national output. However, prospecting fo r

011 and natural gas has been under way in the north-east (Red Sea) and 

south-east (Ogaden) region, fo r several yea: s, but no commercially 

exploitable findings have been announced.
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Energy

Ethiopia has an enormous hydro-electric potentia l which is the 

only advanced form o f energy resources being exploited commercially 

to date. The prospects fo r  development o f other forms o f energy are 

rather poor, exploration has led so fa r to no s ign ifican t findings.

The economically u t iliza b le  hydro-potential o f the country is  estimated 

to be about 46 b ill io n  KWH, most o f which is  concentrated in the Blue 

N ile Basin, while the remainer is  divided among many r ive rs , particu

la r ly  Wabi Shebelle, Takazie, Omo and Awash. However, only a very small 

fraction  o f th is potential has yet been tapped (around 2.3 per cent) 

through the construction o f large hydro-electric schemes aimed mainly 

at central e le c tr ic ity  production, flood control and irr iga tion . In 

spite of the general survey that has been carried out in some r iv e r  

basins, an enormous amount o f work s t i l l  remains to be done to id en tify  

more suitable s ites  in particulair with regards to the u tiliza tio n  o f 

small r ivers fo r  small-scale hydro-electric plants fo r  rural emrgy 

supplies.

As far as so lid  fuels are concerned, no systematic exploration 

work has been undertaken in the country. However, lig n ite  deposits 

are noted in many lo c a lit ie s  o f the Ethiopian plateau. The beds are 

m osfy thin and the quality r.-mges in character from almost peat to 

sub-bituminous coal. Occurrences o f lig n ite  are known to ex ist in the 

provinces o f Gondar (Chelga), Wollo (Wuchale and east o f Dessie), Shoa 

(Debre Berhan, Debre Libanos and Mugher V a lley ), Kaffa (G iren), Wollega 

(west o f Nbjo-Arjo) and Illubabor (near Urumu). Fhom random samples 

i t  seems that the c a lo r if ic  values range from 1,910  to 6,400 k iloca lo ries  

per kilogram.

As at present there is  no crude o i l  or natural gas production 

in the country. However, o i l  seepages were recognized at seven places 

in the Hod Sea coast area at four places in the Qgaden area. Out of 

35 exploration boreholes d r ille d , 16 borehol-s showed an indication o f 

o i l  and gas. Trip or connection gas were also encountered at various 

depths o f d ifferen t formations. There are also some indications o f 

the presence o f o i l  shale and bituminous sands.
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The search fo r natural gas is  s t i l l  at the exploration stage.

The result reached so fa r is  that the te rtia ry  sediments o f the Red 

Sea coastal area and the Harrar area are possible production areas.

Some exploratory holes were d r ille d  which led to some positive  

resu lts but no exact estimates o f deposits and flow characteristics 

are available.

The search fo r  rad io-active minerals, uranium and thorium, is  

also at the exploration stage. Uranium occurrences have been 

observed in various provinces, but up to now detailed  geological 

mapping as w ell as d r i l l in g  was carried out only in one location .

As at present there are no reserve and/or quality estimates o f 

any kind. No study has ever been undertaken up to now on the 

p o ss ib ility  o f introducing nuclear power in the country’ s energy 

system in the future.

As fa r  as geothermal power resources are concerned, a broad- 

scale exploration was carried out between 1969 and- T971 to study 

over 500 hydrothermal features id en tified  by ground, investigations 

and in fra-red photography within 150,000 square kilometres. The 

conclusions were that in these areas o f high temperature, gradients 

with probable shallow magma heat source exist which have enormous 

prospects fo r development o f geothermal power. This led to the 

selection o f three s ites fo r  deta iled  study.

Indeed, at the moment in-depth exploration is  in progress in 

the Lake Langano area, but financia l d if f ic u lt ie s  have slowed down 

progress o f the d r il l in g  phase. Future plans consist in the completion 

o f th is detailed investigation to be followed by sim ilar investigations 

in Tendaho and Dallol areas. Oi the basis o f the findings o f the test 

d r i l l in g  programme, i t  is  intended to construct a p ilo t  power plant 

in the langano area to prove the fe a s ib il it y  o f geothermal power 

development as an alternative to other sources o f energy. I f  successful, 

th is phase w il l  be followed by wide-scale development.

Because o f it s  geographical location, Ethiopia possesses a very 

high intensity o f solar energy. However, up to now, u t iliza t io n  o f th is 

energy is  direct and very rudimentary and does not involve any form o f 

advanced solar energy systems. Further, apart from some solar radiation 

duration and intensity, data measured in conjunction with meteorological
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data gathering requirements carried out hy the Ethiopian C iv il 

Aviation Administration, no accurate solar energy parameters exist 

to enable an evaluation o f the fe a s ib i l i t y  o f in s ta llin g  solar energy 

systems in any part o f the country. 5br the eventual consideration o f 

solar energy as a possible a lternative energy source, i t  w i l l  be 

necessary to in s ta ll a network o f some more accurate instruments from 

which more accurate data can be obtained from any location by simple 

conelation formulas.

The wind energy potential o f Ethiopia is  no"' in general as favou

rable as that o f solar energy, except in some areas. Some wind energy 

parameters L:,ve been co llected  in some stations fo r  exclusive use 

in meteorological services by the C iv il Aviation Administration. As 

wind energy parameters are particu lar to each s ite , i t  w il l  be necessa

ry to in s ta ll accurate wind energy data measuring instruments in those 

s ites  where i t  is  intended to test wind energy systems. Wind and 

solar radiation datas known as,rN Summary'' are also available fo r  some 

locations in Ethiopia.

Ethiopia’ s fo rest resources are very lim ited and consist mainly 

o f closed forest estimated to be only between 2.6 and 7 m illion hectares 

and mostly located in the southwestern and southern central parts o f 

the c..«u.7~v. About 850,000 hectares o f these closed forests , at an 

altitude from 1,600 to 2,400 metres are dominated by soft woods, 

particu larly  the two all-purpose timber species Zigba (podocarpus 

g ra c ilo r ) and Tedh (JuniperuB procera). The rest contains many hardwood 

species some o f which are useful fo r  general construction work and 

plywood.

Open savannah type woodlands, dominated by Acacia species, are 

estimated to cover about 20 m illion hectares, These areas are used 

fo r  grazing and agricu ltural cu ltivation , and the trees are used as 

source o f fuelwood fo r  loca l consumption and for the production o f 

charcoal supplied to urban areas.

Bamboo stands cover an estimated 700,000 hectares. The most 

widely planted tree species are Eucalyptus Globulus and Eucalyptus 

Comaldulensis, o f which there are an estimated 40,000 hectares of 

plantations around Addis Ababa and elsewhere in the country.
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Tbese plantations are intensely used fo r fuelwood, "building materials, 

e le c tr ic  transmission lin es , and as гак materials fo r  p a rtic le  board 

and fibreboard. Apart from th is and other iso lated  tree  planting schemes 

there are not systematic large-scale plantations intended to replace 

those being destroyed fo r  fuelwood and other uses. However, i t  is  

to be noted that over most o f the low lands and the south-western 

highlands, fuelwood supplies are s t i l l  inadequate and the situation 

in  the rest o f the country is  even worse. Thu% particu la rly  in  the 

central and northern areas, fuelwood supplies are extremely scarce and 

in  some areas non-existent.

As fa r  as present energy consumption pattern in Ethiopia is  con

cerned, the availab le data suggest that about 96 per cent o f the tc ta l 

energy consumed in  the country is  non-commercial, consisting mainly o f 

wood, cow dung and agricu ltural wastes. As fo r  the remaining 4 per 

cent, most o f i t  consists o f o i l  and other forms o f commercial energy.

In the urban areas and surroundings, commercial energy (p i l ,  

kerosine, gas, e le c tr ic ity ,  e t c . )  is  used mainly fo r  ligh tin g , trans

portation, industry, commerce and fo r  agro-industrial processes. I t  

is  also used by most households in the urban areas fo r  ligh tin g  and 

to a lesser degree fo r  ironing. Oily a n eg lig ib le  section o f the 

urban people in the middle and higher income brackets can afford  to 

use commercial energy fo r  heating, cooking and re fr ige ra tion .

In the rural areas, the consumption o f energy fo r  household 

needs (excluding therefore energy consumption fo r  agricu ltural opera

tions, transportation, water l i f t in g  and other domestic a c t i/ it ie s ) is  

characterized by the almost to ta l use o f non-commercial energy, i . e .  

fuelwood where there are adequate supplies o f th is form o f energy 

and ca ttle  dung or agricultural wastes where there is  no wood.

Assuming ал average stocking density o f 30 cubic metres per 

hectare, the destruction o f woodlands fo r  the supply o f 20,000 cubic 

metres o f fuelwood per year is  estimated to be about 700,000 hectares 

per year. The destruction o f forest fo r  the production o f charcoal 

to urban areas is  only equivalent to about 60,000 hectares o f Acacia 

woodlands per year.
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In the fin a l analysis, the growing scarcity o f wood and charcoal 

coupled with -he recent skyrocketing increases in the price o f o i l  and 

other commercial energy forms as well as those o f capital goods have 

made i t  impossible fo r  the meager resources o f the country to provide 

any meaningful amount o f  commercial enegy to sa tis fy  even p a r t ia lly  

the needs o f the vast majority o f the Ethiopian people.—/ This in 

turn bag increased the urgency o f finding alternative energy sources 

suited to the technological and economic conditions o f the bulk o f 

the inhabitants (see ‘liable 2 on this subject).

At present no well-defined energy po licy  has been published 

by the Government, but the la tte r  is  believed to be in the process o f 

hamnering out such comprehensive po licy . As an indication o f tne 

importance attached to energy development, an Ethiopian National 

Ehergy Commission (ENEC) has been established in 1976 which is  an 

advisory body charged with, among other things, the compilation o f 

urban and rural energy demand and supply data, the conduct o f the 

study on energy resources potentia l, the promotion and fostering o f 

( i )  the optional use and conservation o f proven national energy 

resourceaj ( i i )  the exploration, development and u tiliza t io n  o f a l l  

forms of energy resources, etc.

1/ In 1975 approximately 840,000 persons or only 3 per cent o f the 
to ta l population benefited from e le c tr ic ity  services.



‘fable 2. Estimated 1976 consumption o f  to ta l energy, sector-w ise

Commercial
a

energy- /
Non-commercial energy 
(wood, charcoal, cow 
dung and agricu ltu ra l

wastes)!?/

fa ta l energy consumption 
in coal equivalent

Fuel
Elec

t r ic i t y
fa ta l in 

coal equivalent fa ta l
fa ta l in 

coal equivalent
Usee M illions o f 

metric tons MWH M illions o f 
metric tons

Per capita 
kilogramme 
per person

M illions o f 
metric tons

M illions o f 
metric tons

Per capita 
kilogramme 
per person

M illions o f 
metric tons

Per capita 
kilogramme 
per person

Industry 0.096 324.0 0.1855 6.50 _ _ O.I8550 5.50

Transport o. 280 - 0.4508 15.76 - - - O.45080 13.76

Residence and 
commerce 0.004 150.0 0.02547 0.90 31.0 19.6 685.31 19.62547 686.21

Other useB, 
including 
fuel used 
fo r  produc
tion o f 
e le c t r ic it y 0.129 74.0 0.20275 7.04 0.20275 7.04

fa ta l 0.509 548.0 0.86452 30.20 31.0 19.6 685.31 20.46452 715,51

Source: Estimates by Ethiopian National Energy Commission (ENEC).

a/ In the to ta l fo r commercial energy 0.054 Bullion tons o f  fu el used fo r  production o f e le c t r ic i t y  have not been deducted, 

b/ Non-commercial enorgy use has been assumed to be mainly fo r  res id en tia l and commercial use.



Transportation system

Highways are the p. _-ominant mode o f transportation in 

Ethiopia, which carry the bulk o f internal commerce as w ell as 

two-thirds o f foreign trade. Hie road network consists o f  an 

estimated 23,000 kilometres, but only 8,600 kilometres are a l l -  

weather roads and less than 3,000 kilometres are paved. The 

primary road network connects Addis Ababa with Asmara in Eritrea 

province, with the part o f Assab on the Red Sea and with the 

other provincial capitals and major market towns, but few a l l -  

weather feeder roads ex is t. However, r a i l  and a ir  transport play 

also an important part. Ethiopia has two railways; the 790 k ilo 

metres itanco-Ethiopian Railways which jo in  Addis Ababa with 

Djibouti and the 306 Northern Ethiopian Railways which link  

Massawa on the Red Sea with Asmara and Agordat in Eritrea pro

vince. Together these railroads carry on the average about one- 

th ird o f a l l  imports and exports. The main factors responsible 

fo r  the lim ited development o f Ethiopia’ s transport system are the 

country’ s mountainous topography and the long distances between 

the population centres in the highlands and the borders. There is  

an extensive domestic aviation system which serves some 45 a ir f ie ld s ,  

only two o f which, Addis Ababa and Asmara, can handle long-distance 

international t r a f f ic .

Overall economic performance

.Gross domestic product (GDP)

During the period 1970-1977, the GDP at constant factor cost 

grew at an average annual rate o f 2.5 per cent. The movement o f GDP 

is  highly influenced by the le ve l o f agricultural output as the 

agriculture sector accounts fo r half o f the to ta l o f GDP.



-  20 -

The agriculture sector grew at a modest rate o f 0.9 per 

cent per annum during the period under review. IXiring 1970-1975» the 

growth rate was only 0.7 per cent per annum due to the prevalence o f 

drought in many parts o f the country. The s ign ifican tly  improved growth 

during the past two years has been helped by the good weather conditions 

prevailing in the country.

The other commodity sectors, i . e .  manufacturing and mining, 

registered growth rates o f 3»5 Per cent and 1.7 per cent, respective ly . 

The decline in investment and the security problems in  the province 

o f Eritrea are some o f the explanations fo r  the decline in the rate 

o f growth in manufacturing compared with the 1960s. Oi the other hand, 

mines were nationalized and the security problem in the regions where 

geld was mined had some e ffe c t on the rate o f growth recorded.

The service sectors, excluding trade, transport and communications, 

registered the highest growth rate o f 8 per cent per annum mainly due 

to the increased expenditure on defence.

Construction accounted fo r  only 4.6 per cent o f GDP in 1969/1970 

and 4.1 per cent in 1976/1977. The growth rates fo r th is  sector have 

varied over the period 1970-1977. Now, despite high building material 

prices, there are signs o f recovery and further growth in the con

struction sector as many building and construction projects are under 

way to improve socia l and economic in frastructure. As a result o f the 

d iffe ren t growth rates in individual sectors, agriculture contributed 

49.3 per cent o f GDP in 1976/1977 compared with 56 per cent in 1969/1970; 

manufacturing increased it s  share o f GDP from 9 to 10.4 per cent, whole

sale and re ta il trade from 8.4 to 10 per cent, and services from 16.7 

to 20.3 per cent.

Prom 1973/74 to 1977/78, real GDP growth was low (less than 

0.5 per cent per annum), r e fle c t in g  security problems, the inevitab le 

uncertainties, d islocations and resistance which followed the radical 

reforms and the resu lting d i f f ic u lt ie s  in the internal marketing and 

distribution system. With th is slow growth o f GDP during recent years, 

and given an estimated population growth o f 2.5 per cent per year, i t  

is  apparent that growth in per capita GDP f e l l  over th is period. While

l i t t l e  information is  available on d istribution o f income in Ethiopia,
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Table 3. GIF by source. 1969/1970. 1974/1975-. 1976/1977

(in m illions o f B irr)

Current prices 1969/70 Per
cent 1974/75 1975/76 1976/77 Per

cent

Agriculture,
fo restry , fish ing 2,327.2 56.0 2,423.4 2,767.8 2,880.4 49.3

Mining 9-8 0.2 12.6 11.0 11.0 0.2

Manufacturing 372.3 9.0 569.4 572.8 604.9 10.4

E lec tr ic ity  and 
water 29.9 0.7 40.5 41.4  43.2 0.7

Construction 190.0 4.6 232.3 229.8 237.9 4.1

Wholesale and r e ta il  
trade 350.6 8.4 522.7 558.3 583.2 10.0

Transport and
communications 183.5 4.4 272.9 288.1 291.0 5.0

Services 691.5 16.7 1,029.4 1 , 118.9 1 , 182.9 20.3

GDP at factor cost 4,154.8 100.0 5,103-2 5, 588.1 5, 834.5 100.0

Taxes less subsidies 287.6 421.3 454.4 . . .

GDP at market prices 4,442.4 5,524.5 6, 042.5

GDP at 1960/61 factor cost

Agriculture,
forestry, fish ing 1,833.3 1,902.6 1 , 964.4 1 , 951.3

Industry -  
manuf acturing 139.9 170.6 167.4 177.5

Industry -  other 398.9 453.7 438.6 443.8

Services 1,071.1 1,412.6 1,477.2 1,515.8

3,443.2 3,939-5 4,047.6 4,088.4

Source: Ethiopia, Central Planning Commission O ffice , Department of
Macrc-Planning.
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i t  is  lik e ly  that growth in per capita incomes must have averaged less 

than 1.0 per cent per annum during th.* recent years and must have 

been accompanied by a worsening o f ¿he income d istribution both 

between the agricultural and non—agricultural sectors, and among 

d ifferen t income groups.

External trade

The main features o f Ethiopia’ s external transactions in  recant 

years have been declin ing in volume o f most major exports and high 

growth in imports (about 14 per cent per annum on average from 1971/72 

to 1977/78)» especia lly  in  such items as drought r e l i e f  and m ilita ry  

imports, which might be considered exceptional.

The value o f exports grew at about 6 per cenL between 1972/73 

and 1977/78. However, most o f th is increase is  due to high prices, 

p rinc ipa lly  fo r co ffee  but to a lesser extent also fo r  pulses, fru its  

and vegetables, l iv e  animals and oilseed cake.

Ethiopia's manufacturing industries are rather inward looking 

in that their output is  designed fo r domestic markets. The country's 

major exports include agricu ltural products o f which co ffee accounted, 

in 1977, fo r  75*4 per cent o f the to ta l exports value, followed by 

pulses,.hides and skins.

Manufactures represent a high percentage o f Ethiopia's to ta l 

imports. The value o f imports has grown rapidly (at about 21 per cent 

per annum since 1973/74) ,  or by 8 per cent per annum at 1976 prices. 

However, a decline in the share o f capital goods (machinery and transport 

equipment) in the to ta l import b i l l  has been noted in the years up to 

1977. Phrthermore, i f  unrecorded imports which represent the National 

Bank o f Ethiopia's estimates o f drought r e l i e f  and other unspecified 

items, are eliminated, imports at 1976 prices seem to have grown just 

over 1 per cent per annum, with most o f this growth occuring in 

1974/75 and again in 1976/77, the year before the emergency situation
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occurred. H I  categories o f ituyC.*.'ta i osc in "teniiS c f  value "by 

sim ilar amounts over the period 1973/74, except fo r  raw materials 

and semi-finished goods, which f e l l  a fte r  1975/76.

Balance o f payments

The "balance c f  payments which used to he a major constraint 

on economic growth in  early  1970s, registered a surplus in the years 

up to 1976. In 1977, however, the balance o f payments was marked by 

a d e fic it  o f Birr 133.8 m illion . Major factors responsible fo r  th is 

were a re la t iv e ly  slow growth o f exports and an accelerated increase 

in imports,while lower net receipts were recorded fo r services, 

private transfers and particu larly  fo r cap ita l compared with 1976.

As fa r as services are concerned, there had been a decline in 

receipts from Government transactions, travel and investment income.

A substantial d e f ic it  was recorded in investment income follow ing 

nationalization in early 1975 - Despite a s ligh t recovery in 1976, 

the situation worsened in 1977 due to lower in terest earnings on 

foreign reserves.

The balance o f payments d e fic it  in 1977 led to a f a l l  in net 

foreign assets o f Birr 94.6 m illion over the year as a whole. Up to 

and including 1976/77, the d e fic it  was financed by external assistance, 

either in the form o f transfers or net inflows o f public cap ita l. 

Between 1973/74 and 1976/77, Ethiopia held foreign exchange reserves 

equivalent to almost a year's supply o f imports. However, in 1977/78 

a sizeable deficit, Bin* 260.5 m illion, was incurred due to increased 

imports and a reduced capital inflow, and by the end o f the year, 

foreign reserves stood at above five-months imports.
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fable 4. Brternal trade and, balance o f payments, 1970 and 1975—4977

(in  m illions o f B irr)

1970 1975 1976 1977-/

Brternal trade

Exports and re-exports 

Imports

Balance

Balance o f payments

Goods and services (net) 

Private transfers (net) 

Government transfers (net) 

Capital (net)

Reserves and related  items 

Errors and omissions

305.8 497.8 580.5 689.9

429.1 644.9 729.5 810.9

•123.3 -147.1 - 149.O -121.0

-98.9 -178.8 - 199.7 - 287.7

-6.6 30.0 45.3 29.2

26.6 52.7 85.7 84.8

45.0 129.7 111.8 72.4

42.3 -1.6  -32.4 133.8

-8.4 - 26.O -10.7 - 32.5

Source; National data from Ethiopia, 

a/ Provisional.



-  25 -

Chapter I I

THE MANUFACTURING SECTOR

Bole in the overa ll economy

Up to 1969 manufacturing contributed. 10 per cent o f GDP.

However, over the last three years, manufacturing production declined 

stead ily . Production decreases have taken place in food, wood, non- 

m etallic mineral products (mainly cement) and in metals. Production 

increases in te x t ile s , beverages, tobacco, leather and leather foo t

wear were not su ffic ien t to meet the substantial demand increases 

which followed the land reform.

Hie major reason fo r  production declines has been the 

situation in Eritrea, where transportation and security d if f ic u lt ie s  

have a ffected both productive capacity and a ccess ib ility  o f markets, 

and which accounted fo r approximately 30 per cent o f manufacturing 

output in normal times. Despite the fact that producticn outside 

E ritrea increased by 6.6- per cent in 1975/1976, a breakdown by 

industry shows some quite large decreases in tobacco, leather, 

footwear, wood and chemicals.

Other factors responsible fo r the decrease in production 

included management changes fo llow ing nationalization , d if f ic u lt ie s  

over raw materials and spare parts supplies and labour disputes. 

Complete data on the performance o f the nationalized industries are 

not availab le, but i t  appears that sales by the enterprises undor 

the Ministry o f Industry increased by 3.3 per cent in 1974/1975 and. by 

13.3 per cent in 1975/1976.

Medium- and large-scale manufacturing which accounts fo r about 

5.5 P®r cent of GDP has grown in 1975 more slowly than anticipated in 

recent years, re fle c t in g  the lim ited scope fo r further import sub

stitu tion  in consumer goods and the e ffe c ts  on ex isting lines of 

manufacturing o f the slow growth in domestic incomes. The disappointing
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performance has also been attributed to high internal transport 

costs, to unforeseen increases in international transport cost and 

to an uncertain investment climate fo r foreign cap ita l. Ifce short

f a l l  in industrial investment can be partly  attributed to the lower 

than anticipated inflow o f foreign capital, fo r manufacturing. As a 

resu lt, the manufacturing sector has absorbed only a small fraction  

o f the additions to the urban labour force.

Handicraft and small-scale industries account fo r  approximately 

5 per cent o f GDP. L it t le  published information is  available fo r  th is 

sector which, however, makes a major contribution to employment with 

a minimal, investment requirement.

Bnployment

Ihe Directory o f Manufacturing Enterprises in Ethiopia, 

published in 1971, indicated that out o f a total, o f 5^5 roanufacturing 

establishments: ( i )  about 230 establishments employed between 10 and 

50 workers; ( i i )  106 establishments employed 10 people or le ss ; and 

( i i i )  the other 249 establishments were medium- and large-sca le  with 

fixed  capital investment above US $100,000 and employment over 50 

workers.

Table 5 below shows the number o f establishments and employ

ment by industrial branches. In 1975/1976, out o f 430 manufacturing 

establishments: ( i )  104 establishments employed between 10 and 19 
workers; ( i i )  J 27 establishments employed between 20 and 49 people; 

and ( i i i )  199 establishments employed 50 and over workers. In 1975/ 

1976 handicrafts and small-scale industries accounted fo r 9-1 per 

cent o f to ta l employment in manufacturing, and medium- and large-scale 

manufacturing accounted fo r 90.9 Per cent.



'Table 3« Number o f establishments and to ta l employment by industria l branches

Establishments Employees

Branches Number Number As percentage o f to ta l
1973/74 1974/75 1975/76 1973/74 1974/75 1975/76 1973/74 1974/75 I 975/76

Pood 105 106 114 11,614 13,449 10,724 20.3 22.4 18.1

Beverages 32 32 30 2,905 3,068 3,625 5.1 5.1 6.1

Tabacco 2 2 2 477 689 662 0.8 1.2 1.1

Textiles 62 62 62 23,787 23,795 26,044 41.0 39.7 44.0

Leather and shoes 18 17 17 2,748 2,900 2,70B 4.8 4.8 4.6

Wood 78 8o 77 4,258 4,411 4,242 7-4 7.4 7.2

Non-metallic mineral 
products 46 46 37 4,069 3,953 3,338 7.1 6.6 5.6

Printing 21 21 22 1,500 1,500 1,634 2.6 2.5 2.8

Chemicals 42 40 38 4,289 4,408 4,511 7.5 7.3 7.6

Stael, metal and
e le c tr ic a l products 30 29 31 1,973 1,809 1,734 3.4 3.0 2.9

Ib ta l 436 435 430 57,320 6o,012 59,222 100.0 100.0 100.0

Source : Central S t a t is t ic a l  O ffic e , S ta t is t ic a l  A bstract, 1977» page 79
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Structure

The structure o f  Ethiopia's small and re la t iv e ly  underdeveloped 

manufacturing sector has s ign ifican tly  changed since early  1975 when 

the Government announced the complete or partia l nationalization  o f 

the major manufacturing enterprises as w ell as financia l institu tions 

and distribution agencies. As a result o f  the proclamation, the public 

sector expanded, notably and although no comprehensive data are 

available on the value o f assets taken over, i t  appears that, as a 

very rough approximation, enterprises under the Ministry o f  Industry 

account fo r  two-thirds o f manufacturing production. I t  goes without 

saying that the proportion varies considerably from subsector to 

subsector. Parastatals under the Ministry o f  Industry are organized 

into 14 sector corporations as operating units rather than as sub

sid iary companies.

Ihe share o f large-scale manufacturing, handicraft and small- 

scale industry in GDP has ranged over the past seven years from 8.8 
to 9-5 Per cent o f GDP at constant factor cost. In 1975/1976, the 

la tes t year for which comprehensive data are ava ilab le, 430 estab

lishments employed more than 10 persons, with a to ta l employment 

o f just over 59»000. S ligh tly  over 80 per cent o f these (48,500) 

worked in 147 publicly-owned establishments. The private manu

facturing sector comprises the majority o f enterprises ( 283) ,  but 

accounts fo r  less than 20 per cent o f employment and about 10 per 

cent o f value added and fixed  assets.

The most important subsectors are the consumer goods 

industries o f te x t ile s  (33 per cent o f value added), foodstuffs 

(22 per cent) and beverages (16 per cent). These industries produce 

almost exclusively fo r the domestic market, especia lly  previously 

lim ited exports o f items lik e  sugar have been curtailed to meet 

domestic demand. In 1975/"'976 the four leading subsectors, i . e .  

te x t ile s , chemicals, food and tobacco, accounted fo r  80.2 per cent 

o f to ta l gross value o f manufacturing production. The same subsectors 

accounted fo r 75*8 per cent o f to ta l employment in the manufacturing 

sector, 76.8 per cent o f to ta l wages and salaries generated by the
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same sector, 89-9 per cent o f to ta l fixed  assets and ?6.5 per cent 

o f  to ta l investment in the same sector.

The above data are a c lear indication o f the extent to which 

the manufacturing industry in Ethiopia is  lim ited and hence dominated 

by few subsectors. However, th is sector's  performance seems to record 

steady improvement as the number o f the establishments has been 

fa l l in g  down from 436 in 1973/1974 to 435 in 1974/1975 and to 430 in 

‘' 975/1976, while gross value o f  production kept on increasing over 

the same period from Birr 891 m illion  in 1973/1974 to Birr 902 m illion 

in  1974/1975 and to Birr 1,010 m illion in 1975/1976. Out o f 199 medium- 

and large-scale establishments ex isting  in 1975/1976, 142 establish

ments belonged to f iv e  subsectors, i . e .  food (47)» te x t ile s  and ready

made clothes (37), wood and cork products (27) and beverages ( 15 ) .

The same four subsectors comprise the largest number o f small-scale 

establishments, i . e .  154 establishments out o f a to ta l o f 231.

Handicraft and small-scale industry

A survey conducted by the Handicraft and Small-scale Industry 

Development Agency (HASIDA) and the Central Statistical. O ffice (CSO) 

in 1977/1978 id en tified  965 small-scale enterprises (defined as having 

fixed  assets o f less than Birr 200,000) in the major Ethiopian c it ie s ,  

mostly in food processing, woodworking and te x t ile s . These enterprises 

employed about 9.700 people and accounted fo r less than 10 per cent 

o f value-added fo r the manufacturing, handicraft and small-scale 

industry subsector. In addition, the artisan subsector is  s ign ifican t, 

with 5 "to 10,000 establishments and probably 2 to 300,000 self-employed 

craftsmen in the informal sector. These establishments are very labour- 

intensive, use predominantly loca l raw materials and cater la rge ly  

to loca l consumption needs, although some handicrafts are also exported.
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Table 7» Main manufacturing subsectors^, 1971/72 -  19T5/T^~^

1971/72 1972/73 1973/74 1974/75 1975/76

Fbodstuffs

Gross value o f production 
(m illions o f B irr) 167.2 180.8 165.4 1 7 7 . 1 203.8

c /Value added—7 (m illions o f 
B irr) 74.3 74.8 81.4 94.3 105.3

Wages and salaries (m illions 
o f B irr) 14.9 17.5 19.5 22.6 25.3

Fixed assets^/ (m illions o f 
Birr) 101.1 106.8 111.8 99.3 89.3

New capital expenditure 
(m illions o f B irr) 

e. /
Number o f  employees-' 

(thousands)

5.0 6.6 5.8 5-2 10.6

9-1 9-7 11.6 13.5 10.8

Number o f establishments 100 102 105 106 114

Beverages

Gross value o f production 
(m illions o f B irr) 70.3 76.2 88.0 89.1 103.6

c /Value added-7(m illions o f 
B irr) 50.2 54.4 65.1 64.9 74.1

Wages and salaries (m illions 
o f B irr) 5-2 5.6 5-3 4.7 6.6

Fixed assets^/ (m illions o f 
B irr) 33.9 37.4 30.2 24.2 25.8

New capital expenditure 
(m illions o f E irr)

e /
Number o f employees-' 

(thousands)

5.1 5-0 0-9 1.7 3.9

3.0 2.9 2.9 3.1 3.6

Number o f establishments 32 32 32 32 30

Textiles

Gross value o f production 
(m illions o f B irr) 228.5 240.0 275.1 287.2 287.7

c /Value added-7 (m illions of 
Birr) 90.6 100.8 103.0 146.5 129.8

Wages and salaries (m illions 
o f Birr) 23.9 24.6 28.3 31.0 34.2

Fixed assets-^m.'.llions of 
Birr) 84.1 83.8 88.9 80.9 39.3

New capital expenditure 
(m illions o f B irr) 10.5 8 . 1 1 6 . 4 8 . 1 1 0 .6

i!
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ТаЪ1о 7. Yain manufacturing subsector»- 
(continued̂ )

b! 1 9 7 1 / 7 2  -  1 9 7 5 /76 ь̂/

1 9 7 1 / 7 2 1972/73 1973/74 1 9 7 4 / 7 5 1 9 7 5 / 7 6

Textiles (continued) 
e /Number of employees-' 

(thousands) 2 3 . 6 24- 0 23-6 23.9 2 6 . 1

Number of establishments 54 54 62 62 62

Chemicals and petroleum

Gross value of production 
(millions of 3irr) 

c /Value added-' (millions of 
Birr)

71.1 8 4 . 2 1 6 5 . 3 1 6 9 . 9 200.0

28.0 31.7 4 5 .O 47.2 47.3
Wages and salaries (millions 

of Birr) 8.2 9-5 11.2 11.8 14.1
Fixed assets^/ (millions of 

Birr) 6 4 .6 73.3 90.6 8 1 .З 39.8
New capital expenditure 

(millions of Birr)
Number of employees^/ 

(thousands)

1.6 1 5 . 9 4.6 3.3 3.1

2.6 2.9 3.6 3.9 3.9
Number of establishments 28 29 34 34 32

All manufacturing industry

Gross value of production 
(millions of Birr) 639.5 772.5 8 9 0 .6 902.7 1,010.8

Value added^ (millions of 
Birr) 313-5 341.8 380.8 432.2 454.3

Wages and salaries (millions 
of Birr) 73.7 8 0 . 1 88.0 94.7 1 0 6 . 3

Fixed assets^/ (millions of 
Birr) З6 1 . 1 390.0 4 2 5 . 1 391.0 З5 4 . 2

New capital expenditure 
(millions of Birr) 

в /Number of employees-' 
(thousands)

31.2 44.0 36.3 26.7 34.2

5 З. 5 5 5 .O 57.4 6 0 . 1 59-4
Number of establishments 420 421 436 435 430

Source: Central Statistical Office, Statistical Abstracts and Results of 
the Survey of Manufacturing Industry, 1976.

a/ Includes manufacturing establishments employing 10 or more.
b/ Ethiopian calendar year, ending 10 September.
c/ At market prices, including "non-industrial" costs, (fees, insurance

and other services). In 1976, indirect taxes totalled Be. 110.7 million 
(24-4 per cent of value added as defined in this Table), and "non- 
industrial coats" totalled Br. 53.8 million ( 1 2.3 per cent of value 
added as defined in this Table).

d/ Bid of year.
e/ Includes working proprietors, partners and unpaid family workers.

iI
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**  -X* - « « A  Il3i«
¡yv a x i u . x  to U .X  X i A j 5  p A  w#w h a . ^ w a w ,»*

Manufacturing production stagnated from 1972/1973 to 1976/1977 

and rose by about 2 per cent in 1977/19?S f according to preliminary 

data. Much o f th is stagnation can be attributed to the situation 

in Asmara, where power-outages res tr ic ted  production and transport 

d if f ic u lt ie s  reduced raw material supplies and lim ited  exports. 

Estimates o f gross output in the public sector enterprises outside 

Eritrea show increases o f 7 per cent in 1976/1977 and 4*4 per cent 

in 1977/1978. However, since public sector enterprises would 

receive p r io r ity  fo r  goods in short supply, th is picture is  

unlikely to be typ ica l o f the manufacturing sector as a whole, 

which depends on imports fo r about 35  Per cent o f i t s  raw materials 

(excluding crude petroleum imports to the Assab re fin e ry ) and which 

has consequently suffered from the acute transportation d if f ic u lt ie s  

o f recent years. Raw material shortages have p rin c ipa lly  a ffected 

the production o f edible o i ls ,  flou r m ills and building materials, 

causing these industries to produce w ell below capacity. Factors 

that have constrained capacity include machinery breakdowns, 3pare 

part shortages and the low leve l o f investment. Given improvements 

in the transport and E ritrea 's  situations, a quick production response 

could therefore be achieved. Preliminary data fo r  1978/1979 indicate 

that substantial production increases have indeed been achieved, 

though somewhat less than 45 per cent increase targeted fo r the 

year under the Zemetcha.

Trends in manufacturing production by main industry groups

Food

The food industry engaging 17.7 per cent o f  the to ta l number 

o f employees, accounts for about 18.7 per cent o f the to ta l value 

added. Table 8 shows that the food industry declined throughout
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i5T3/i9T4 to 1977/157° ,  with a particu larly  substantial downfall 

in 1976/1977. This decline is  mainly attributed tc the three meat 

packing plants which stopped production since the end o f 1973/1974.

Of the meat packing plants included in Index (see Table 8) only

one is  s t i l l  functioning. The ma^or products o f the food industry >

are sugar, canned and frozen meat, edible o i ls ,  flou r and sa lt .

Tb.ble 8. Index o f production in the food industry group

1972/73 1973/74 1974/75 1975/76 1976/77 1977/78

Fbod 100.0 89.4 95.4 89.5 87.9 95.3

Meat 100.0 51.5 25.3 11 .1 18.7 12.4
Flour 100.0 108.7 128.9 134.9 134.1 146.2

Macaroni and 
pasta 100.0 109.7 171-9 * 212.0 187.4 162.5

Edible o i l 100.0 74.8 75.1 65.O 68.2 48.0

Sugar 100.0 95.5 106.5 99-8 97.7 112.9
Salt 100.0 74.7 83.4 115.5 97.6 73.4

Source: Central S ta tis tica l O ffice, S ta tis tica l Bulletin No.20.
/ddis Ababa, June 1979«

Textiles

Textile industry accounts fo r  abcut 43.6 per cent o f the to ta l 

employment, 31.1 per oent o f the to ta l value o f gross production and 

30.8 per cent o f the to ta l value added. Cotton yam and cotton fabrics 

constitute the highest proportion o f te x t i le  production. These two pro

ducts showed a substantial decline attaining the lowest leve ls  in 

1977/1978 with '•19.4 per cent and - 26.3 per cent, respective ly , as 

compared to the corresponding figures for '972/1973. Over the period 

as a whole, the production o f te x t ile  industry has fa llen , showing 

also an irregu lar trend.

L
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'rabie 9. index o f production in ths te x t i le  industry group

1972/73 1973/74 1974/75 1975/76 1976/77 1977/78

Ttextiles 100.0 98.O 95.2 97.9 92.8 79-8

Tarn 100.0 96.6 97.4 97.9 95.1 80.6

Fabrics (cotton) 100.0 96.9 89.3 96.7 89.7 73.7

Fabrics (nylon) 100.0 114.2 121.0 112.3 110.7 130.5
Blanket (cotton) 100.0 117.9 110.5 76.0 76.6 68.7

Blanket (woollen) 100.0 85.4 102.0 118.0 133.9 1 1 1 .O

Fibre sacks 100.0 87.3 101.8 103.3 97.6 80.5

Source: Central S ta tis tica l O ffice, S ta tis tica l Bulletin No.20, Addis
Ababa, June 1979«

Beverages

Beverage industry, which is  one o f  the most important subsectors 

within manufacturing, achieved a considerable rate o f growth during the 

last f iv e  years. Hie major product o f the beverage industry is  beer, 

followed by wine and soft drinks. There were increases in the production 

o f beer and soft drinks,whereas the production o f wine dropped in 

1973/1974 and 1974/1975.

Thble 10. Index o f production in the beverage industry group

1972/73 19 7 3/ 74 19 7 4/7 5 19 7 5/7 6 1976/77 1977/78

Beverages 100.0 1 1 3 . 0 121.7 1 1 4 . 2 12 8.5 132.0
Liquors 1 0 0 . 0 1 1 5 . 6 95-6 83.2 76.7 84.9
Mine 100.0 90 .7 88.5 1 1 9 . 8 13 6 .5 127.2
Beer 100.0 1 1 8 . 0 127.8 1 1 3 . 5 1 3 2 . 3 1 3 5 . 7

Soft drinks 100.0 107.0 142.8 1 5 3 . 3 167.8 176.9
Minerali water 100.0 94.4 1 0 6 . 1 94.3 109.6 104.0
Source ; Central S ta tis tic a l O ffice, S ta tis tic a l B u lle tin  No.20.
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Other subsectors

There were declines in  the year-to-year comparison o f the 
production indexes o f the other subsectors w ith  the exception o f 
footwear and chemicals. P a rtic u la rly  non-m etallic m ineral products 
and metal products have been characterized by a very low production, 
the lowest le ve l o f which was observed in  1975/1976 compared to tha t 
o f the base year (1973/1974).

Value added

Despite the decrease in  the number o f establishments, to ta l 
value added at fac to r cost in  the manufacturing sector increased from 
B irr 340 m illio n  in  1976/ i977 to  B irr 434 m illio n  in  1977/1978. The 
four leading subsectors o f te x tile s , food processing, beverages and 
tobacco increased th e ir  share of value added from 66.6 per cent 
in  1976/1977 to  68.0 per cent in  1977/1978. However, only s lig h t 
increase in  to ta l gross value o f manufacturing was recorded. This 
value rose from B irr 1,100 m illio n  in  1976/1977 to B irr 1,108 m illio n  
in  1977/1978, which is  an ind ication  o f very slow progress. Indeed, 
the annual ra te  o f growth o f to ta l manufacturing showed only s lig h t 
increase o f 0.2 per cent and 0-4 per cent in  1973/1974 and 1974/1975» 

respectively, when compared to  the corresponding figures fo r the 
preceding years. A ll the subsectors showed a declining trend, except 
food, beverages, footwear and chemicals. This trend seems to have been 
maintained during the la s t three years,and the ra te  o f growth was 
even the lowest in  1977/1978 as the manufacturing sector has not 
shown any recovery and as a re s u lt, the annual index o f manufacturing 
production was sharply declined.

Import and export o f manufactures

As already mentioned above, manufactures rank very high in  
E th iop ia 's imports. The share o f manufactured goods in  to ta l value 
o f the country's imports was 8 3 . 6  per cent in  1 9 7 5 * l*1 1 9 7 2 ,  i t  was
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even higher since i t  amounted, to 94.1 per cent. Cfa the contrary, 

manufactures' share o f the country's to ta l exports is  r e la t iv e ly  low 

and declin ing since i t  was only 20.1 per cent in 1976 as against 

24*7 per cent in 1972.

Ito le  11. Imports by broad category and exports by industrial origin

(percentage o f to ta l value)

Imports 1972 1975 Srports 1972 1975

Industriad supplies 32.0 36.3 Agriculture 75.O 79-4
Riels 5-9 16.4 Mining 0.3 0.5
Transport 19.6 15 .O Manuf acturing 24.7 20.1
Consumer goods 11.7 14.6 Rood, beverages (21.6) ( 15 .O)
Machinery 24.2 13.2 Textiles (1 .0 ) (1 .0 )
Rood, beverages 5.8 4.0 Wood and wood 

products (0 .1 ) (0 .2 )

Paper and paper 
products (0 .1 )

Chemicals (1-3) (3 .2 )

Non-metal mineral (0 .3 ) (0 .2 )

Source; Yearbook o f International Tirade S ta tis tics , 1978, Ibiited Nations, 
New York.

Manufacturing investment

Manufacturing investment has been declining in rea l terms since 

the early  1970s, with nominal investment in 1975/1976, reaching about ha lf 

the 1970/1971 le v e l. Data are not broken down for a series o f years fo r  

the public and private sectors, but in 1975/1976 v ir tu a lly  a ll new invest

ment in enterprises covered by the Central S ta tis tica l O ffice annual 

survey was in the public sector. Investment is  at present barely adequate 

to provide fo r replacement le t  alone expansion needs, as a very rough 

indication, manufacturing investment over the last 6 - 8  years has been
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equal to between 7 and 11 per cent o f the depreciated value o f  fixed  

assets, which would be su ffic ien t to replace assets with a l i f e  o f  

around 10 years. Yet, most o f the equipment in use in Ethiopia today 

is  much older than thi3 and has probably been already fu lly  amortized 

in enterprise accounts.

Low private sector investment probably re fle c ts  the uncertainties 

o f recent years, attributable to nationalization fears , labour d i f f i 

cu lties  and the depressed state o f business generally, In the public 

sector, i t  r e fle c ts  d if f ic u lt ie s  associated with the transfer o f manage

ment and shortages o f technical personnel. I t  does not r e f le c t  low 

p ro f ita b il ity  or poor prospects; summary data for 197$/1976 show 

acceptable financial resu lts fo r  11 out o f 14 sector corporations under 

the Ministry o f Industry.

Bnployment and wages

Bnployment in public sector industries increased by over 10,000 

or 19 per cent between 1975/1976 and 1977/1978, while gross manufacturing 

output recorded only marginal growth during the same period. As a resu lt, 

rea l value added per employee in manufacturing which was already declin ing 

fo r  several years and was estimated to be 11 per cent lower in 1975/1976 

than in 1972/1973 must have dropped even more. The average rea l product 

wage has consequently showed the same declin ing trend and f e l l  by the 

same amount. Labour productivity also must have fa llen  as the read capital 

stock in manufacturing seems to have at best remained constant.

Intersectoral linkages

No input-output tables are available which can provide an insight 

into the linkages among the various sectors o f Eth iopia 's economy.

However, there are factors which tend to be a fa ir ly  re lia b le  indication 

o f the poor intersectoral linkages that characterize the country's economy.
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F irst, the high dependence upon both raw material and capital 

goods leaves l i t t l e  opportunities to generate linkages among the various 

sectors. Particu larly  strik ing is  the case o f the few linkages that 

ex ist between industry and agriculture. The import content o f the 

manufactures is  very high and only a n eg lig ib le  portion o f domestic 

agricu ltural output is  used as raw material input into food processing. 

Most o f  the agricu ltural products are exported unprocessed. Qi the 

ether hand, the industrial sector hardly provides inputs (agricnl tural 

machinery, implements, f e r t i l i z e r s )  into agricu lture. Manufacturing 

output in the country consists mainly o f consumer goods fo r the domestic 

market.

Second, even where some sectoral linkages ex is t, they are s t i l l  

very rudimentary, Illu s tra t iv e  in this regard is  the example o f the 

domestically produced manufacturing inputs to construction and building 

industries. Not cnly are these inputs (cement, bricks, roofing sheets, 

ligh t stee l structures, wood prefabricated structures, e tc . )  in too 

small quantity in re la tion  to the massive imported ones, but most o f 

them are ligh t inputs while the bulk o f imported inputs consists o f 

items such an cement, t i le s ,  sanitary ware, taps, aluminium, etc. 

F inally, given the fact that industry, which can play the ro le  o f 

catalyst in the generating o f the in tersectoral linkages, is  s t i l l  in 

i t s  infancy in Ethiopia, and that on the other hand, the country’ s 

overa ll development is  s t i l l  in a preliminary stage, no strong linkages 

can r e a lis t ic a lly  be expected to exist among the various sectors o f the 

economy.

Geographical distribution of manufacturing

Manufacturing in Ethiopia is  concentrated in the few urban 

centres where infrastructure and markets are most developed, i . e .  

principa lly  Addis Ababa, Asmara and Dire Dawa, with respectively  

43.2 per cent, 24.9 per cent and 4.2 per cent o f the to ta l number 

o f manufacturing establishments in 1975976« Out o f the 430 manu

facturing establishments operating in Ethiopia in 1975/1976, 381

!



-  39 -

establishment, i . e .  °y .6 per- cent o f the to ta l number, were located 

in the three regions o f Shoa, E ritrea, and. Hararghe. Geographical 

distribution o f the 430 establishments was as fo llow s:

Establishments Qnployment

Number Percentage Number Percentage

Shoa, 244 56.7 35,483 59-7
o f  which Addis Ababa ( 186) (43.2) (20,009) (33.7)

Eritrea, 112 26.1 12,292 20.7
o f  which Asmara (107) (24.9) ( 10,802) ( 18. 2 )

Hararghe, 25 5.8 6,083 10.2
o f which Dire Dawa ( 18) (4 .2 ) (5,626) (9-5)

Others 49 11.4 5,551 9-4

Ttotal 430 100.0 59,409 100.0
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ChaDter I I I

MAIN FEATURES OS THE ECONOMIC POLICY

Government ownership or control

The economic policy o f Socia list Ethiopia, embodied in the Decla

ration on economic policy o f Socia list Ethiopia that was issued in 

1975, places strong emphasis on the ro le  to be played by the Govern

ment in overa ll economic and social development o f the country and in 

a l l  sectors o f the economy. However, the d es irab ility  o f the benefic ia l 

participation  o f private capital is  recognized. 'The main guidelines o f 

th is po licy  are as follows:

-  Those resources that are either crucial fo r economic develop
ment or are o f such a character that they provide an indis
pensable service to the community w i l l  have to be brought 
under Government control or ownership;

Essential economic a c t iv it ie s  which are not amenable to 
centralized public management w i l l ,  though outside the public 
sector, be subject to public monitoring to ensure that the 
public interest is  properly served;

A c tiv it ie s  in the private sectors which are not harmful to 
the in terest o f the society w i l l  be l e f t  in private hands in 
so fa r  as they do not impede the ob jectives o f "Ethiopia 
likdem".

The Declaration states that a cornerstone o f the motto "Ethiopia Tikdem" 

is  se lf-re lian ce . Therefore, industrial a c t iv ity , the exp lo itation  o f 

natural resources, the development o f small—3cale enterprises w i l l  be 

carried out on the basis o f this princip le.

foreign participation

I t  is  declared that foreign capital and know-how w il l  be given 

the opportunity to participate in national development in so fa r  as they 

promote overa ll economic development and bring benefit to the society.
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Private  p a rtic ip a tion

The reasons fo r and the scope o f p riva te  p a rtic ip a tion  in  economic
a c tiv itie s  are as fo llow s:

(a) In the Government’ s view, the most important and immediate 
task in  the economic sphere is  tha t o f increasing production
to s a tis fy  the basic needs o f the people. Immediate application 
o f the p o lic ies o f Ethiopian Socialism re la tin g  to the ownership and control o f the means o f produc+ion may, in  the short 
run, fru s tra te  the basic goal o f increased production, f a i l  to s a tis fy  the basic needs o f the masses and create economic 
disruptions and d islocations. I t  is  therefore necessary to allow and encourage the p riva te  sector to  p a rtic ip a te  in  certa in defined fie ld s  o f a c tiv ity ;

(b) There are sectors o f the economy in  which the e x is tin g  high 
degree o f competition complemented by Governmental regula
tio n  can ensure tha t the public in te re s t is  served adequately 
and e ffic ie n tly . Uiere are also sectors which are amenable to 
Government control through licensing  and/or through fis c a l 
and cred it policy and where, there fo re , the actual production 
o f goods and provision o f services can sa fe ly be le f t  to  the p riva te  sector;

(c) There is  also a need fo r the Government to provide c a re fu lly  
delineated areas and investment opportunities where ind iv id ua ls 
could productively employ th e ir  cap ita l. I f  such a lte rn a tive  
use fo r p rivate  cap ita l is  not ava ilab le , then the owners may 
resort to squandering th e ir  cap ita l on luxurious liv in g  or to 
hoarding and thereby deprive the notj :>n o f much needed cap ita l;

(d) Ethiopia is  a poor country where the forces o f production are 
at a low leve l o f development w ith  the attendant shortage o f investib le  surplus and low le ve l o f development o f technology. 
I t  is , therefore, se lf-evid ent th a t, even though the peopleo f Ethiopia w ill and must re ly  on themselves as much as 
possible, there are certa in areas, ventures and problems which 
they cannot tackle alone or w ithout the p a rtic ip a tion  o f 
foreign cap ita l, technology and know-how. Indeed, fore ign 
p rivate  investment w il l be given ample opportunities in  many areas o f economic a c tiv ity  and w ill be assured fa ir  and ade
quate returns.

The Government has defined various areas fo r the app lication o f 
the princip les o f Ethiopian Socialism to the u tiliz a tio n  o f na tu ra l 
resources and the development of the various sectors, as w e ll as the 
respective roles o f the public and priva te  sectors. As fa r as industry 
is  concerned these areas are as fo llow s:
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(a) Broad, areas o f State oroership
There are broad, areas where the State is  determined to play 

a major ro le . These include the fo llow ing:

-  Basic ind ustries which produce goods th a t serve as d irec t 
or in d ire c t inputs to other ind ustries and which have the 
capab ility o f creating linkages in  the economy (such as 
iro n , s tee l and cement ind ustries , fe r t il iz e r  manufactu ring , o il re fin e ry , ship b u ild ing , e tc .);

-  Industries which produce essentia l goods fo r the masses.
The State is  obliged to ensure u n fa ilin g  supply o f these goods at reasonable prices;
Industries which d ire c tly  or in d ire c tly  a ffec t the health 
and w e ll being o f the Ethiopian people, e.g. drugs, medicine, tobacco, beverages, etc.?

-  Other ind ustries exclusive ly reserved fo r the S tate ;
-  Tfextiles;
-  Leather and leather products;
-  Large-scale rubber manufacturing;-  Glass and b o ttle ;
-  Large-scale p rin tin g .

(b) Areas where State and foreign cap ita l (public and p riva te ) 
could jo in t ly  operate

Processing, canning and preserving o f meat, f r u its  and 
vegetables which are mainly export-oriented;

-  Paper and pulp ind ustries;
-  Manufacture o f p la s tic  and other synthetic m ateria ls; 

Large-scale construction works.

(c) A c tiv itie s  which are le f t  to the p riva te  sector subject to 
Government regulations

-  Ebod processing, canning and marketing;

Dairy;

Small-scale grain m illing and pressing o f o i l  seeds; 

Bakery;

-  Small-scale manufacture o f wood and wood products;

-  Fabricated metal products;

-  Small-scale weaving, knitting, spinning, sewing and 
ta ilo rin g ;
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Cottage ind ustries and handicrafts;
Repair and maintenance o f vehicles and appliances; 
Small-scale construction works;
Others not elsewhere c la ss ifie d .

Implementation o f the economic po licy

lhe Government recognizes tha t in  lin e  w ith  the above-mentioned 
p o lic ies and in  conform ity w ith  the Declaration o f Ethiopian Socialism , 
i t  has become necessary to  fu rth e r elaborate and elucidate the economic 
and investment p o lic ies  o f S o c ia lis t E th iop ia. But th is  is  an exercise 
which w il l understandably take time fo r the new re su ltin g  law, régula* 
tions and machinery to  be established. Some strides have been achieved 
in  th is  move, such as the establishment o f the Central Planning Supreme 
Council, but a lo t  s t i l l  remains to be done.

In the meantime, several actions along the p o lic ies  lin e s  have 
already been taken. Even before the Declaration, some enterprises and 
profit-m aking organizations were brought under Government ownership. 
These include: K a lit i Fbod Products, S.C., the S t. George Brewery, 
the National Resources Development, S.C., etc.

A fte r the Declaration o f Socialism, a ll banks, fin a n c ia l in te r 
mediaries and insurance companies, were nationalized . The main reasons 
fo r th is  were tha t thé banks were the p rinc ip a l nerve centres o f the 
monetized sector o f the economy and tha t the economic development could 
not be geared towards the improvement o f the standard o f liv in g  o f 
peasants and workers w ithout public ownership o f these banks. Public 
ownership w il l provide impetus fo r the Government to expand the a c tiv i
tie s  o f the fin a n c ia l interm ediaries in  the various regions o f the 
country in  order to develop local productive factors and make c red it 
availab le to peasants, workers and th e ir  co-operatives. Moreover, 
public ownership o f the banks and insurance companies w ill bring an 
end to excessive outflow o f p ro fit (re la tiv e  to paid-up c ap ita l) to  
foreigners.

J
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Government programmes

Hie Government has not, to date, produced a comprehensive na tiona l 
plan. Its  p r io r ity  has instead been to set the stage fo r more meaning
fu l long-term planning by improving the machinery o f planning, and fo r 
the short-term , on developing sectoral programmes in  certa in  key areas.

The "Zemetcha" campaign

A clear ind ica tion  o f Government in ten tions and p r io r it ie s , at 
least fo r the short-term , is  provided by the "Zemetcha", which was 
announced in  1978* I t  is  intended to revive the economy and tackle 
the most pressing current economic problems. The main objectives o f 
the campaign are to :

-  reduce current food shortages by in te n s ify in g  e ffo rts  in  
the organizations dealing w ith  the peasant sector and 
doubling sta te  farm area;

-  help drought-affected highland areas by strengthening 
a ffo re s ta tio n , re h a b ilita tio n  and resettlem ent programmes;

-  e lim inate current shortages o f consumer items and certa in  
construction m aterials by increasing in d u s tria l production;
improve the e ffic iency o f Government agencies and businesses; 
and

-  increase foreign exchange a v a ila b ility  by promoting exports.

Production targets have been established fo r +he main commodity- 
producing sectors. The largest production increases are expected in  
ag ricu ltu re . The goal fo r manufacturing production, p rim a rily  from the 
publicly-owned ind ustries , is  a 46 per cent increase over 1977/1978 
le ve ls . The construction, transport, health, education and water supply 
sectors are to be improved or upgraded to support productive e ffo r t 
in  the a g ric u ltu ra l, in d u s tria l and trade sectors. Manpower and finan
c ia l requirements have been estimated fo r each sector.

I t  is  too early to draw conclusions on the effectiveness o f the 
economic campaign. However, p relim inary ind ications are th a t, in  the 
in d u s tria l sector, production grew by per cent (45 per cent were
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planned) while in the agricultural sector, 94 per cent (about 145,000 
hectares) o f the planned State farm area was ploughed.

Sectoral programmes

Prior to the announcement o f the Zemetcha, the Government had 

launched a number o f programmes and projects in support o f i t s  general 

ob jectives. This applied most obviously to infrastructures, notably road, 

power and communications. In the case o f  industry emphasis has been 

given to small-scale, cottage and handicraft enterprises, and to the 

production o f  mass consumer goods based on linkages with agriculture 

and other loca l raw materials, especia lly  in the ligh t o f increased 

demand fo r  oonBurner goods generated since the land reform.

Small-scale and handicraft industries

The Government wishes to encourage small-scale enterprises and 

artisanal a c t iv it ie s  to help mass consumption needs and to generate 

employment. Ib date, i t s  main in it ia t iv e  in th is d irection  has been to 

establish, in  1977» "the Handicraft and Small-scale Industries Develop

ment Agency (HASIDA), the main purpose o f which is  to provide techni

cal assistance to the subsector, promote artisanal co-operatives, 

develop projects and license subsectoral enterprises.

In conjunction with the Small-scale Industry Division (SSID) o f 

tne Agricultural and Industrial Development Bank (AIDE), HASIDA is  

preparing project proposals fo r  EEC and IDA financing, through the 

AIDS, and is  try ing to expand its  technical assistance to small-scale 

industries and artisans. The SSID has made '•odest loans tc small-scale 

enterprises (about Birr 250,000 in 1977) but has been prevented from 

greater e ffo r ts  by s ta ff  constraints, by the need to sim plify lending 

procedures, and by the general uncertainties confronting private 

business.

Despite the Government's wish to encourage small enterprisea, 
especially co-operatives, a number o f factors has continued to constrain 
development o f the sector. F irs t, although Government le g is la tio n

i
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explicitly permits manufacturing enterprises below Birr 500,000 to 

remain in private hands, private businesses have, for various reasons, 

regarded their prospects as uncertain. Government actions to curb 

isolated and unauthorized expropriations by local authorities and, 

in some instances, by workers w ill in due course restore confidence. 

Second, transport d ifficu lties and raw material shortages have 

burdened small industries, particularly.those which have not generally 

been given as high priority in the allocation of supplies as the 

larger public enterprises. Third, labour relations d ifficu lties have 

affected a ll  sectors, but may have been especially severe in the private 

sector. The Government is , however, re-examining the Labour Procla
mation with, inter a lia , the objective of clarifying management and 

labour prerogatives and is also taking steps in this direction under 

the Zemetcha. Finally, while the potential of small-scale and artisanal 

enterprises is considerable, generating specific, viable project 

proposals and relating them to particular local circumstances have 

proved d ifficu lt.

Large-scale industries

Government's main p r io r ity , to  date, has been to  ensure th a t the 
industries nationalized in  1975  have been able to maintain th e ir  operations 
adequately, given the many d iff ic u lt ie s  they have faced. As already 
mentioned e a rlie r, these have included severe s ta ffin g , raw m ateria l and 
spare parts shortage, machinery breakdowns and labour d if f ic u lt ie s .

Newly-appointed Ethiopian managers found themselves having to  
assume s ig n ific a n t new re s p o n s ib ilitie s , while learning management 
s k ills .  In the short to medium-term, the main p r io r ity  is  to  increase 
the ex is ting  production o f those goods in  short supply on the domestic 
market, especially te x tile s , sugar, footwear, s a lt and build ing  m ateria ls. 
As the data ind icate, the shortage o f these goods does not generally 
re fle c t production decreases, but d is trib u tio n  d iff ic u lt ie s  and rap id ly  
increasing demand a ttrib u tab le  la rg e ly  to the re d is trib u tio n  o f incomes 
to the ru ra l sector. The sa tis fa c tio n  o f th is  demand represents the 
most obviously pressing need fo r the in d u s tria l sector; shortages of 
these goods have an adverse impact on farmers' incentives to produce a

I
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marketable surplus. Some o f the products concerned would also 
generate backward linkages to  the a g ric u ltu ra l sector, even i f  raw 
m ateria l supplies would have to be imported in  the short run. A 
second p r io r ity  is  to  expand export production fo r which there is  
p o te n tia l in  beverages, wine, leather and canned meat.

Short-term  prospects

The prospects o f reversing recent adverse trends, i.e .  the 
stagnation in  output, inadequate grain supply, fa llin g  export volumes 
and fis c a l and monetary d isequilib rium  in  the short term (through 
1980) depend p rim a rily  on three re lated fac to rs: the continuation 
o f the re la tiv e  p o lit ic a l s ta b ility  and security established since 
mid-1978; the maintenance o f improved e ffic iency in  transport ooera- 
tio n s , and the re v iva l o f the commodity-producing sector, especially 
ag ricu ltu re . I t  appears lik e ly  tha t production w il l increase at 
least in  the public sector (where the Zfemetcha w il l  have most impact), 
though possibly not by as much as at f i r s t  expected.

In p a rtic u la r, industry w ill benefit from the re v iva l o f some 
plants at Asmara and from b e tte r capacity u t iliz a tio n . State farm 
output should also increase fo llow ing  the expansion o f area under 
c u ltiv a tio n  and the provision o f additional equipment. Improvemeu.s 
in  the transport s itu a tio n  would also increase the leve l o f marketed 
output, and re lie ve  some in fla tio n a ry  pressure. Increased a tten tion  
w il l have to be given to the foreign exchange s itu a tio n . The increase 
in  output w ill require higher imports o f cap ita l goods, raw m aterials 
and fu e l. In addition, many basic consumer items, including food, are 
'in  short supply and might have to be imported.

Main aspects o f related government po lic ies

Under the Government*s new policy, a ll projects must be approved 

by the Central Planning Supreme Council. In addition, various other 

controls impinge on the manufacturing sector. The allocation o f foreign
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exchange is  administered hy the National Bank o f Ethiopia, and 

p r io r ity  is  generally given to capital goods, spare parts, production 

materials and essential items such as medicine and food. 'Die 

M inistries o f Domestic and ibreign Trade issue industrial trade 

licenses as w ell as import licenses to wholesale imports and to 

corporations which wish to import d ire c tly . However, machinery, 

equipment and spare parts fo r  industrial production are generally 

exempt from import duties. Certain raw materials such as cereals, 

o ilseeds, hides, cotton and wool, are subject to duties o f 

30 -  60 per cent; duty and excise on tobacco are heavy. Protective 

ta r i f fs  o f 30 -  80 per cent plus higfc excise taxes are lev ied  on 

imported manufactured goods such as edible o i l ,  sugar, beverages, 

sa lt , soap, shoes, leather products and te x t ile s . The Ministry 

o f  Domestic Trade also sets internal quotas fo r  the d istribution  o f 

products in short supply such as domestically produced yarn fo r  

handicraft weavers.

As far as pricing is  concerned, the guiding princip le is  

that public corporations should be p ro fitab le  but not excessively 

so. Generally, a p ro fit  margin o f about 10 per cent is  allowed, 

provided capacity is  u tiliz ed  e ffe c t iv e ly .  Each request fo r  a price 

increase is  examined fo r s ign ifican t changes in the cost o f manu

facturing. The Ministry o f Domestic Trade is  required to respond 

to a request fo r  a price increase within th ir ty  days; otherwise 

the increase becomes e ffe c t iv e  automatically. Corporations are 

allowed to depreciate capital and to retain a portion o f post-tax 

earnings fo r general reserves.

Wage po lic ies , as already mentioned e a r lie r , are the most 

contentious issue at present. The three-year labour contact that 

was negotiated in 1976 between the Government and the A ll-Ethiopia 

Trade Unions did not resolve ex isting discrepancies in wage scales 

among industriet and within firms. A Wage Board has now been 

established to draw up a unified industrial wage structure and to 

negotiate a new three-year labour agreement.

An investment programme fo r public enterprises o f about Birr 

1 6 0  m illion is  under way to expand capacity mainly in the food, 

te x t ile s , shoes and leather industries. In addition, Birr 6 8 0  m illion

i
4
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is  in the pipeline fo r large new projects which are "being prepared fo r  

the production o f sugar, cement, te x t ile s , beverages and spare parts. 

External assistance is  being sought fo r  most o f these proposals,

UNIDO is  conducting detailed  surveys o f the te x t i le  and leather sub

sectors. Lines o f cred it o f B irr 20 m illion  each fo r  machinery have 

been agreed with the Gtnnan Democratic Republic, Czechoslovakia and 

Bulgaria. I ta ly  has also provided a new suppliers cred it.

Hie Government*s investment proposals are aimed at addressing 

main needs and opportunities fo r  industrial expansion. In particu lar, 

the on-going investment programme appears l ik e ly  to achieve a quick 

production response by overcoming spec ific  bottlenecks and increase 

capacity u t iliza t io n . Returns on investments with these objectives 

should be correspondingly high. Hie main short-term d if f ic u lty  l ie s  

in the fact that resources, especia lly  finance, are lik e ly  to be 

lim ited . Consequently, the proposed investments w il l  have to be phased 

over a period and some consideration given to their re la t iv e  p r io r ity .

Although no ex p lic it  industrial sector strategy has yet been pre

pared, the im p lic it emphasis on resource-based (primary agricu ltu ra l) 

and export-oriented industries appears commendable. The next step 

would appear to be the determination o f subsectoral p o lic ies  and 

projects more in d e ta il. In elaborating industrial sector strategy, 

two issues deserve emphasis; the ro le  o f the sector, especia lly  the 

public sector enterprises, in resource m obilization, and the respective 

ro les o f the large- and small subsectors.

Constraints

Hiere is  a number o f constraints on the pace o f industria lization  

in Ethiopia which should be removed or at least reduced to give fresh 

impetus to the country’ s industrial development.

Inadequate industrial finance

Ethiopia is  one o f the least developed countries with poor 

domestic investment. Hie majority o f industries have been established 

by foreigners, or by Ethiopians o f foreign descent either with foreign
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or jo in t E th iop ian-foreign c a p ita l. There are comparatively few 
enterprises which have heen established and financed by national 
Ethiopian entrepreneurs. The Government has taken over the owner
ship or the m a jo rity  p a rtic ip a tion  in  quite a lo t  o f enterprises 
but very l i t t l e  has been done so fa r to  expand the e x is ting  invest
ment or to  e ffec t a new one. This s itu a tio n  is  a ttrib u ted  to  a 
wide range o f reasons, in  p a rtic u la r to  inadequate domestic savings, 
the low le ve l o f per capita income, low a g ric u ltu ra l p rod uc tiv ity  
which re s tr ic ts  purchasing power fo r farmers, peasants and Govern
ment as w e ll as demand fo r  in d u s tria l products, cap ita l investment 
in  industry, supply o f cheap a g ric u ltu ra l raw m aterial fo r ind ustry, 
e tc. The above problems are compounded by the scarc ity o f the 
foreign investment in flow  and foreign exchange availab le to the 
in d u s tria l sector.

Shortage o f domestic entrepreneurship and s k ille d  in d u s tria l personnel

In addition to  the shortage o f domestic entrepreneurship already 
mentioned under "Inadequate in d u s tria l finance" above, there is  no 
s u ffic ie n t tra ined  personnel, technological, technica l, managerial 
or operational. The problem is  linked  w ith  the shortage o f educational 
fa c ilit ie s  and in s tru c to rs  which leads to in s u ffic ie n t outflow  o f 
s k ille d  personnel required to  meet the requirements o f accelerated 
in d u s tria liz a tio n .

Inadequate communications

Present inadequate communications, p a rtic u la rly  good, a ll-w eather 
roads and ra ilw ays, are a serious brake on in d u s tria l development . Slow 
and costly de livery o f raw m aterials and d is trib u tio n  o f fin ished  pro
ducts fo r both domestic and export markets, in a c c e ss ib ility  o f raw 
m aterials and markets are each and a ll re su ltin g  from in s u ffic ie n t 
and unsuitable communications.
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Low in d u s tria l p rod uctiv ity

L it t le ,  i f  any, attention appears to be given in the large 

majority o f ex isting industries to the reducing and con tro lling o f 

costs o f  manufacture by means o f increasing the le ve l o f productivity 

and by improved production methods. This applies to machines, 

materials, and labour. Wastage in the forms o f id le  machines, id le  

or underemployed labour, and o f unsatisfactory usage o f  materials, 

is  apparent in most factories and workshops. Either form o f 

wastage is  unnecessarily increasing manufacturing costs and s e llin g  

prices, and re s tr ic t in g  demand, turnover and p ro fits .

Investment and loan po lic ies

Hie Investment Law passed by the Government in 1965 fo r  the 

purpose o f encouraging both domestic and foreign investment did not 

produce the resu lts intended. In the f i r s t  place, consessions and 

exemptions which the Law o ffe rs  to potential investors are worded 

in in su ffic ien tly  defined terras and discretionary powers vested 

in the Investment Committee and individual m inistries, have tended 

to preclude assurance o f long-term security fo r  potentia l investors. 

Furthermore, the minimum figure o f Birr 200,000 investment capital 

required fo r  an enterprise to be e lig ib le  fo r income tax r e l i e f ,  

during it s  f i r s t  f iv e  years o f operation, appears rather to have 

had no stimulating impact on the smaller entrepreneur. But to 

date both the Investment Law and the Investment Committee no 

longer stand in force since they do not f i t  in the changing 

nontext o f socialism and o f the Declaration on economic po licy .

Government protection fo r industry

In order to increase customs revenues and to place a brake on 
imports, the Government has sub stan tia lly  raised protective import 
duties and taxes on domestic production. As th is  protection is  not 
se lec tive , the tendency is  to increase import duties on certa in 
essentia l goods not yet produced at home. On the other hand, taxes
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on dom estically produced goods are sometimes so high tha t they place 
a brake on sales.

Tanked to  some extent w ith  the afore-mentioned deterrents to  
development is  the deterrent to  trade caused by the present system 
o f p ric e -fix in g  in  re ta il trades. The fix in g  o f a uniform  margin o f 
gross p ro fit fo r a ll trades, fo r instance fo r r e ta il groceries as 
w e ll as fo r the jew e lle ry or fu rn itu re  trade, does not take in to  
account the ra te  o f turnover o f d iffe re n t classes o f goods. This is  
acting ra ther as a brake to encouragement and expansion o f the r e ta il 
trades and therefore a brake on demand fo r manufactured goods in  
certa in  ind ustries .

There is  a strong tendency fo r present Government regu la tions, 
unbalanced protection and excessive duties and taxes to defeat the 
object o f expanding in d u s tria l development and increasing Government 
revenues.

Lack o f incentives fo r p riva te  investment

In the Declaration on economic policy issued in 1975» the 
Government specified and defined the respective areas o f the public 
and priva te  sectors. But the ro le  o f p riva te  investment has not 
been determined yet nor the regulations and the machinery whereby 
th is  ro le  can be played have been established. This vacuum compounded 
by the present exchange contro l regulations are u n lik e ly  to a ttra c t 
p riva te  investors which has been in  fac t very sm all, i f  any, since 
1974.

In s titu tio n a l constraints

In a c c e ss ib ility  and in a b ility  to adequately monitor imple
mentation;
In s u ffic ie n t emphasis on manufacturing in  re la tio n  to certa in  
in fra s tru c tu ra l investments given the high demand fo r manufactured goods and capacity constraints in  the sector;
U n til a fu ll-s c a le  planning exercise can be completed, investment proposals must necessarily be somewhat ad hoc 
in  nature, which does not allow the national p r io r it ie s  to 
be adequately re flec ted .

J
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Technical problems a ris ing  from old machinery

Condition of machinery in  many nationalized fac to ries is  ra ther 
poor. This is  caused p a rtly  hacanse second-hand machinery was in s ta lle d  
o rig in a lly ; furthermore operating manuals or machinery inventory records 
are often not ava ilab le , and th is  leads in  tu rn  to d iff ic u lt ie s  in  
ordering spare parts in  addition to the scarcity o f foreign currency 
which places a brake on such spare parts imports by the country. The 
new management o f the said fac to ries inherited  fin a n c ia lly  weak enter
prises characterized by heavy debts to loca l commercial banks.

I t  should be noted tha t as a re s u lt o f the Proclamation o f 
Ethiopian Socialism, and in  p a rtic u la r the Declaration on economic 
policy of S o c ia lis t E th iop ia, most i f  not a ll legal to o ls , se tting  
and in s titu tio n s  which w ire involved in  in d u s tria liz a tio n  or the 
a c tiv itie s  o f which were connected w ith  in d u s tria l planning and 
p o lic ies form ulation have become repealed, irre le va n t as they no 
longer f i t  in  the new po licy framework. Consecpiently, a vacuum has 
been created and the need is  se lf-evid en t fo r caking strong in s t i
tu tio n a l measures, the character and extension o f which should be 
closely determined by the im plications o f the new economic po licy.
The exercise should in  p a rtic u la r take the fo llow ing  in to  account;

The reorganization and/or res truc tu ring  o f the status and 
functions o f ex is ting  organizations already involved in  
the in d u s tria l development e ffo r t;

-  the elaboration o f a new investment law or code which w il l 
determine the po licy and formulate ru les and regulations 
concerning p riva te  investment, among other things;
the establishment o f a supporting machinery and appropriate in s titu tio n s  fo r the investment promoti^r in  accordance w ith  
the o f f ic ia l po licy concerning the d is trib u tio n  between the p riva te  and the public sectors.

In short, well-known problems or constra ints acting as a brake 
on in d u s tria l expansion have now been brought in to  greater lig h t.
Those p a rtic u la rly  pressing and deserving immediate a tten tion  include 
the fo llow ing ;

a v a ila b ility  o f foreign exchange;
-  technical problems a ris ing  mainly from the old age o f 

machinery;
-  shortage of skilled , technicians;
-  raw m aterial supplies;
-  project preparation and implementation capacity.
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Chapter 17

DEVELOPMENT PLANNING

A new planning organization was established, by Proclamation in  
October 1978» This is  the National Revolutionary Development Campaign 
and Centred Planning Supreme Council (NEDC and CPSC).

The NRDC and CPSC is  responsible fo r the elaboration and fo llow 
up o f a ll short-term , medium— and long-term plans as w e ll as fo r the 
o ve ra ll guidance and management o f the economy. I t  is  vested w ith  a ll 
the powers necessary to  set p r io r it ie s , to  mobilize the human, fin a n c ia l 

 ̂ m ateria l resources required fo r launching and sustaining develop
ment campaign programmes.

The NRDC and CPSC consists o f a Congress, an Executive Committee, 
and a Secre ta ria t. Both the Congress and Executive Committee are 
chaired by the Head o f S tate, which is  a clear ind ica tion  of the 
importance attached to the Development Campaign..Members o f the 
Congress include other timbers o f the Standing Committee o f the 
P rovisional M ilita ry  Adm inistration Council (PMAC), m in isters, 
commissioners, regional adm inistrators, force commanders, repre
sentatives o f the A ll-E th iop ian  Trade Union, A ll-E th iop ian  Peasant 
Association, Women and Youth Associations. Members o f the Executive 
Committee include two members o f the Standing Committee o f the PMAC 
and department heals o f the Supreme Council sec re ta ria t.

Ihe Congress as the supreme policy-making body, 3et3 general 
ta rg e tt and issues general d irec tives w hile the Executive Committee 
is  entrusted w ith  the task o f preparing plans in  accordance w ith  the 
d irec tives from the Congress and ensure plan implementation.

The NRDC and CISC centra l structure has m irror image organs at 
the regional "Awraja"’ and "Wereda" leve ls . This is  expected to 
fa c ilita te  the form ulation, implementation and follow-up o f the 
Development Campaign through ensuring the p artic ip a tion  o f the broad 
masses on the basis o f democratic centralism . Branch o ffices in  the 
fourteen adm inistrative regions have already been established, 
sta ffed  and made operational.
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Short-term planning

U n til the preparation and elaboration o f medium- as w e ll as 
long-term planning, i t  was found necessary to id e n tify  short-term  ob
jectives o f economic and social development based upon the most imme
diate and pressing economic and social problems facing the country. 
Accordingly, the Supreme Council worked ovit such short-term  objectives 
and launched the F irs t Tear Development Campaign Progranme which was 
followed by a Second Year.

F irs t Year Development Campaign Programme (FTDCP)

Ihe focus o f the FTDCP was on ag ricu ltu re , industry, trade 
and social services. Construction, transport, education, health, 
and water supply were incorporated in to  the Programme as support- 
rendering sectors. Ihe Programme was lim ited  in  scope as i t  was 
sp ec ifica lly  ta ilo re d  to meet pressing and urgent national needs.

Ihe broad overa ll objectives o f the FTDCP were to :
-  elim inate food shortage;
-  increase the production o f in d u s tria l raw m aterials to  re

duce foreign dependency and fos te r in te r-se c to ra l linkages;
-  improve marketing and d is trib u tio n  e ffic iency and widen the 

scope and the degree o f State p a rtic ip a tion  in  both domestic 
and foreign trade;

-  increase the volume, improve the q u a lity , d ive rs ify  the 
composition o f exports and widen the country's foreign trade re la tions w ith  a view to maximizing and s ta b iliz in g  
the country's foreign exchange earnings; and

-  lay the foundation fo r a lle v ia tin g  the country's social problems, i.e .  unemployment and inadequacy o f essential 
social services.

Ihe re a liza tio n  o f the above objectives were predicated upon:
increased acreage and ra is ing  labour and land p rod uctiv ity , 
u tiliz a tio n  o f excess capacity, reacxivation of fac to ries discontinued due to war and increase in  managerial and 
adm inistrative e ffic iency; and
the provision o f necessary manpower and financ ia l resources.
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Ab fa r as industria lization  was concerned, the overrid ing target 

fo r  industry as a whole under the FYDCP was an increase in the to ta l 

output o f State enterprises o f 45*6 per cent over the le v e l in the 

previous year. Hie food, leather and shoe, and te x t i le  subsectors were 

planned to increase hy 46.7 per cent, 51«5 per cent and 35-3 per cent, 

respectively . The targets o f the FTDCP were fu l f i l l e d  a l l  in a l l  by 

over 90 per cent. The GDP grew by 5*2 per cent in rea l terms as against 

the expected increase o f 5*9 per cent. The gross value o f production 

in industry showed an uprecedented increase o f 36.5 per cent as against 

a target o f 45-6 per cent, thus fu l f i l l in g  the target by 93 per cent.

Second Year Development Campaign Programme (SYDCP)

The ove ra ll objectives o f SYDCP are to :
-  increase the production o f essentia l consumer goods and services;
-  increase the production o f in d u s tria l goods required as 

inputs by ag ricu ltu re ; ra ise  the production o f ag ricu l
tu ra l products required as raw m aterials by ind ustry, and 
thereby strengthen the ag ricu ltu re -ind ustry linkage;

-  a lle v ia te  and lay the foundation fo r the eventual e lim i
nation o f the country's social problems;

-  accelerate the soc ia liza tion  process;
-  systematise the d is trib u tio n  system and enhance the scope 

o f Government p a rtic ip a tion  and contro l in  the trade sector;
-  augment and save foreign exchange and thereuy improve the 

country's import capacity; and
-  ensure the equitable d is trib u tio n  o f the benefits o f 

development.
In re a liz in g  the above objectives, the strateg ies to be imple

mented include the fo llow ing :
-  increasing the le ve l and rate of investment and domestic 

savings;
-  radsing the leve l o f p rod uc tiv ity  o f labour, cap ita l and 

land;
-  expanding the share o f the State sector in  production and 

d is trib u tio n ;
-  promoting co-operatives in peasant agriculture and in handi

crafts and smaill-BcaLle industry;
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— expanding output o f exportable commodities;
— /-»->1 i Vtnt.-i nn of* devel onment o r o ie c t***w* v' — — - — — — — - — - — * * »and in fra s tru c tu ra l fa c ilit ie s ;
— increasing the use c f labour-intensive technologies; and
— improving adm inistrative and organizational e ffic iency and 

accounting systems o f State enterprises and organs as w e ll 
as mass organizations.

Both during the F irs t and the Second Year Development Campaign 
Programmes, p r io r ity  was accorded to the a g ricu ltu ra l sector since i t  
accounts fo r over 48 per cent o f re a l GDP and 90 per cent o f exports 
in  1978/1979« Moreover, the a g ric u ltu ra l sector has to generate the 
necessary surplus to  he required fo r so c ia lis t reconstruction in  
general and in d u s tria liz a tio n  in  p a rtic u la r.

During the Second Year Development Campaign, GDP is  expected 
to  grow the 7.3 per cent at constant fac to r cost. A g ricu ltu ra l GDP 
is  expected to increase by 3«95 Per cent while tha t o f manufacturing 
is  expected to increase by 9 per cent.

The target set in  p a rtic u la r fo r State-owned industries which 
account fo r 90 per cent o f toted in d u s tria l output is  to  ra ise  the 
gross value o f output at constant prices by 10.2 per cent. Pood, 
te x tile s  and beverages are targeted to  grow by 13*4 per cent, 6.3 per 
cent and 17*7 per cant, respective ly.

In f in a l analysis, the main th ru s t o f the SYDCP remains the 
same as tha t o f the FYDCP, i.e .  to  reduce shortages especially o f 
basic consumer goods as w e ll as o f other c r it ic a l inputs such as 
build ing  m ateria ls. More emphasis is  placed on removing most o f the 
constraints on in d u s tria liz a tio n  and some elements are incorporated 
in  long-term in d u s tria l po licy such as a change in  the pattern o f 
industrisdoutput from consumer goods to basic cap ita l producing 
ind ustries . As such the Government is  pursuing a policy o f in te rn a lly  
self-sustained growth, output d ive rs ific a tio n  and co llec tive  s e lf-  
re liance.
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Medium- to long-term planning

Hie preparation and implementation of medium- to long-term 
comprehensive plans requires s u ffic ie n t experience and adequately 
developed in s titu tio n s  which leaves more to be desired in  the case 
o f E thiop ia. Uius, i t  is  found necessary to prepare and elaborate 
a series o f one-year development campaign plans which w il l  serve 
as schools fo r fu tu re  medium— and long-term planning w hile  at the 
same time help to solve immediate and pressing problems. At present, 
pre-planning a c tiv itie s  o f the Third Year Development Campaign are 
under way and concomitantly pre-planning a c tiv itie s  o f a ten-year 
ind ica tive  plan which focuses on few sectors and key products and 
essentia l services are also being undertaken.
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Chapter Y

INSTITUTIONAL INFRASTRUCTURE FOR INDUSTRIAL DEVELOPMENT

The existing- in s titu tio n a l in fras truc tu re  fo r the support o f 
development o f manufacturing in  Ethiopia does not re s u lt from a 
comprehensive and coherent in s titu tio n  build ing  p o licy aimed at 
se tting  up such supporting agencies fo r in d u s tria liz a tio n . This 
in fras truc tu re  is  ra the r a m ixture o f some in s titu tio n s  which 
belonged to  the former economic organization and certa in  new in s t i
tu tions which are being gradually set up by the Government in  lin e  
w ith  the new economic po licy o f S oc ia lis t E th iop ia .

Planning and co-ordination

The Central Planning Supreme Council

The main in s titu tio n  is  the Central Planning Supreme Council 
o f the National Revolutionary Development Campaign. The objectives, 
the ftm ctioning and a c tiv itie s  o f the Council have been outlined  in  
d e ta il above. The Council is  the central masterpiece o f the new 
economic po licy form ulating and implementing machinery.

Formulation and implementation o f ove ra ll in d u s tria l p o lic ie s ,
objectives and strateg ies

The M in istry o f Industry

The M in istry o f Industry was established in  August 1977 under 
a general Government reorganization which resulted in , among other 
things, the s p litt in g  o f the former M in istry o f Commerce, Industry and
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Iburism. Hie M in ister o f Industry in it ia te s  the country's in d u s tria l 
policy and determines in d u s tria l p r io r it ie s  and stra teg ies. He is  
responsible fo r the in it ia t io n , the study and the implementation o f 
in d u s tria l projects as w e ll as fo r the negotiation and the conclusion 
o f agreements necessary fo r the undertaking o f fe a s ib ility  studies 
o f p ro jects. Hie M in is te r’ s mandate includes also the fo llow ing :

to  undertake the expansion o f the in d u s tria l sector and 
determine fo r each project the manner in  which loca l and 
foreign cap ita l and technology can be jo in t ly  u tiliz e d  as 
w e ll as the appropriate technology most suited to  the 
country’ s economic and social requirements;
to  estab lish , manage, expand and supervise the public 
in d u s tria l enterprises as w e ll as those jo in t ly  established 
w ith  Government and foreign cap ita l;
to  safeguard the in te re s ts  o f the Government in  in d u s tria l 
enterprises o f which the Government is  the major shareholder;
to  promote co-operation w ith  in te rn a tio n a l and regional 
organizations and frie n d ly  countries in  the fie ld  o f in d u s tria l 
development;
to  re g is te r, license and regulate a ll p riva te  in d u s tria l and 
handicraft enterprises as w e ll as encourage and promote th e ir  
organization, growth and expansion;
to conduct research and experimental development at a ll leve ls 
to  enhance industry, technology and in d u s tria l p rod uc tiv ity , 
equipment and techniques, and ensure tha t f r u it fu l re su lts  
thereof are put to  use.

The Central S ta tis tic a l O ffice

H iis O ffice is  the country’s main s ta tis tic a l organ, operating 
under the Central Planning Supreme Council and ava iling  s ta tis tic a l 
figures in  almost a ll aspects o f economic and social developments. The 
Annual S ta tis tic a l Abstract published by the O ffice contains such data 
as population growth, figures on imports and exports, employment, etc. 
Ind ustria l inform ation include, among other th ings, summary o f re su lts  
fo r manufacturing, gross velue o f production, number o f establishments 
and o f nersons engaged, rates o f growth, etc.

The O ffice also published resu lts  o f surveys o f manufacturing 
industries and a s ta tis tic a l b u lle tin  on indices o f manufacturing pro
duction and output o f e le c tr ic ity .
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The Development Project Study Agency

This Agency, which was form erly known as the Technical Agency, 
was established, by a proclamation in  January 19 8 0 . The Agency 
fix e s  standards to  be s a tis fie d  by a ll projects, supervises the 
compliance o f such projects w ith  the standards and recommends the 
corrective measures to  be takeD w ith  respect to projects which do 
not s a tis fy  the required standards. The Agency also id e n tifie s , 
studies, and prepares projects and renders consultancy services 
when requested by o ffices, mass or p rivate  organizations.

The Agency advises the Government on matters re la tin g  to  
investment and gives seminars and courses which enhance project 
id e n tific a tio n , study, preparation, implementation and standardization.

When ordered by the Central Planning Supreme Council or re 
quested by other o ffices or organizations, the Agency undertakes 
studies on the economic, technical and other s im ila r fa ilu re s  o f 
projects in  the course of th e ir  implementation and recommends 
so lu tions th e re fo r.

The functions o f the Agency include also the c o llec tion  o f 
data on technology, the evaluation, selection and recommendation 
o f the u t iliz a t io n  o f appropriate technology fo r projects implementation. 
The Agency keeps a roste r of projects prepared by o ffices , mass or 
.private organizations.

The Agency can employ the services o f consulting persons or 
organizations to  id e n tify , study and prepare projects fo r which i t  
does not have the necessary resources. I t  can also establish contacts 
w ith  governments, in te rna tiona l organizations, foreign p riva te  
organizations or domestic mass and private  organizations in  order 
to  f u l f i l  its  duties. The Agency is  at present confronted by a



d rastic  shortage o f manpower which hampers the carrying out o f 
it s  expanded function. U n til su b s ta n tia lly  increased manpower 
and fin a n c ia l resources are made availab le to  the Agency, the 
support and the contribution  i t  can render to  the planning and 
the in d u s tria l development e ffo r t w ill remain lim ite d  in  re la tio n - 
to  the needs in  these ea rly  dayB o f the restruc tu ring  o f the 
in s titu tio n a l in fras truc tu re  fo r economic development planning.

The National P rod uctiv ity  Centre (SPC)

The UPC was established in  October 1975 7̂ merging the Centre 
fo r entrepreneurship and management (CEM) and the National In d u s tria l 
7ocational Tra in ing  Scheme (NTVTS). The primary aim o f estab lish ing  
the NPC was to  help nationalized manufacturing and service-rendering 
organizations increase th e ir  p rod uc tiv ity . The objectives o f the 
Centre include (a ) tra in in g  o f personnel in  various manufacturing 
and service-rendering organizations to  produce s k ille d  manpower 
in  management and vocational fie ld s ;(b ) providing organizations w ith  
consulting and advisory services so as to help them a tta in  modem 
and e ffic ie n t management methods; and (c) encouraging organizations 
to  carry out research work in  management and vocational fie ld s  which 
would in  tu rn  help them acquire new and better ways o f g e tting  things 
done.

In  order to  assist in d u s tria l enterprises in  solving th e ir  
managerial and technical problems w ith sound and modern practices, 
the SPC conducts upgrading courses, Beminars and round-table 
discussions. The tra in in g  programme focuses on (a) management; 
general accounting, production, personnel, marketing and d is tr ib u tionj
(b) in -p lan t services; tra in in g  methodology, mechanical, auto
mechanics; and (c) vocational tra in in g , among other th ings, metal 
work, wood work, leather processing and tra in in g , etc. In  addition 
to  advisory and consultancy services, which are provided to  a 
reasonable number o f in d u s tria l enterprises upon th e ir  requests, 
the NPC conducts research and o ffe rs  documentation services.
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Studies, enquiri-es f surveys in the f ie ld  o f management development 

and productivity are carried  out.

The Ethiopian Chamber o f Commerce (SCC)

Under the new Proclamation o f  July 1978» the purposes o f the 

ECC and city  chambers, which sha ll be guided by the National 

Democratic Revolution Programme o f Ethiopia, are as fo llow s:

( a )  to provide forums where government, public  and p rivate  
organizations engaged in  commerce, industry, tourism, 
transport and re la ted  f ie ld s  can come together and 
discuss a c t iv it ie s , mutual re la t io n  and products, and 
economy o f the country and seek solutions there fo r in  
accordance with the above-ment ioned programme and submit 
recommendations to the Government;

(> )  to provide, from time to time, to it s  members tra in in g  
on the la test techniques and ideas in  areas o f the ir  
a c t iv it ie s  and re la ted  matters;

(c )  to publicize the country's export products and commercial 
enterprises to fo reign  markets; and

(d ) to estab lish  fr ien d ly  re lations with Chambers o f Commerce 
o f other countries.

In  pursuance o f i t s  aims, the ECC among other things finds  

foreign  markets fo r  national products; co llects , prepares and 

disseminates s ta t is t ic a l information on the country 's economic 

ac t iv it ie s ; conducts studies on matters pertain ing to the betterment 

o f export products; prepares commercial journals, d irec to rie s , reports  

concerning trade; organizes and participates in exh ib itions and 

seminars.

The Ethiopian Standard In stitu te  (ESI)

The Ethiopian Standards Institute was established in 1970 in 

order to (a )  prepare and issue compulsory as w ell as optional 

Ethiopian standards re la t in g  to processes, practices, m aterial3, 

products and commodities in the f ie ld  o f commerce and industry,
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and enforce the Bane; (h ) protect the interests o f domestic consumers 

as well as secure wider export markets abroad for Ethiopian products 

by ce rt ify in g  the quality o f lo ca lly  produced and imported agricu ltural 

and industrial commodities through the application o f the standards 

mark c e r t ific a t io n  scheme; (c )  introduce the metric system o f measure

ment in  the national economy and v e r ify  the accuracy o f  weighing 

and measuring instruments used in commercial transactions in order 

to protect the consumer against fraudulent measuring instruments.

At present, a f i r s t  group o f 108 Ethiopian standards i s  being  

implemented and a  series  o f te s t  analyses ha« been carried  out 

on samples drawn from d iffe ren t ag ricu ltu ra l and in du stria l products 

to prove that the products are in conformity with relevant Ethiopian  

standards. Another 500 Ethiopian standards have been already pre

pared which are waiting fo r  the Government's approval to be published. 

Some other 800 standards are under preparation.

The ESI is  at present faced with problems associated with 

in su ffic ien t s t a f f  although the number o f employees has increased 

since the establishment o f the In stitu te . However, ce rta in  develop

ments are now under way which w i l l  have a direct impact on the E S I '8 

work. These are the completion in the near future o f the ESI 

bu ild ing at present under construction, the proposed ra is in g  o f the 

ESI to the rank o f Government Commission which w i l l  rein force i t ,  

the envisaged establishment o f a National Quality Control Testing  

Centre (NQCTC) and o f a National Metrology Laboratory (NML);

The Handicrafts and Sm all-Scale Industries Development Agency (HASIDA)

The Agency is  responsible fo r  promoting the development o f 

sm all-scale industries and handicrafts. In  order to atta in  it s  

main objectives, the Agency has been given the fo llow ing  powers 

and duties:

( a )  in accordance with national po lic ies  and plans, formulate 
p o lic ies  fo r  the development of handicrafts and sm all-scale  
industries and supervise the implementation o f such p o lic ie s ;



-  65 -

( b )  carry out surveys and research concerning handicrafts  
and sm all-scale industries;

( c )  ass is t  in the id en tification  o f improvable handicrafts  
and potential sm all-scale industries;

(d )  study sm all-scale industries fo r the products o f which 
there i s  durable demand; prepare pro jects fo r such 
industries and a ss is t  those who are w illin g  and capable 
o f implementing such pro jects;

( e )  ass is t  and encourage the establishment, growth and 
expansion o f handicrafts and sm all-scale industries in  
accordance with guidelines to be issued by the M inistry  
o f Industry;

( f )  organize and operate demonstration and tra in ing  centres 
designed to promote and a ss is t  handicraft enterprises  
and sm all-scale industries;

( g )  ass is t  handicraft enterprises and sm all-scale industries  
in marketing, supply of raw m aterials and equipment, 
train ing , production techniques and management, and ob
ta in ing credits from banks;

(h ) promote, reg is te r , supervise artisans/producers and 
service co-operatives and a ss ist  them through the above 
a c t iv it ie s .

The A gricu ltu ra l and Ind ustria l Development Bank (AIDB)

The main objectives o f the AIDB, which are relevant to industry, 

include the fo llow ing:

( a )  extend medium- and long-term loans, give guarantee fo r
table development pro jects in the ag ricu ltu ra l and 

industria l sectors o f the national economy; extend 
short-term agricu ltu ra l production credit to other 
sectors o f national in terests ;

( b )  attract fin anc ia l resources from other countries and 
international agencies;

( c )  ass is t  in the promotion of the m obilization o f savings;

(d )  co-operate with development agencies in project id en tifica t io n  
and promotional a c t iv it ie s  so as to ensure the e f f ic ie n t  use 
of fin anc ia l resources in accordance with national ob jectives;



-  66 -

( e )  taka part in, or provide support to any plan, programme 
or organization, whose purpose i s  to provide services to  
expedite the flow  of technical, managerial, and fin an c ia l 
knowledge and innovation;

( f )  encourage the application  o f appropriate managerial 
techniques and technologies in a l l  pro jects which it  
finances.

As fa r  as extension o f credit to sm all-scale industries is  

concerned, sp ec ific  p o lic ie s  by which the Bank w i l l  be guided 

have not been estab lished  yet, but it  is  hoped that such p o lic ie s  

w i l l  be adopted as soon as the re la t iv e  p o lic ies  on development 

strategy o f the Government regarding the sm all-scale industries  

sector are f in a liz e d . This vacuum is  one o f the factors  

responsible fo r the n eg lig ib le  amount o f credit that has been 

extended so fa r  to th is  sector by the AIDB.

The National Bank o f Ethiopia (NBE)

Under the Monetary and Banking Proclamation issued in 1976, 

a l l  banks and fin an c ia l in stitu tion s, were under the National Bank 

o f E thiopia, whose powers to control credit to the non-government 

sector were extended to types o f borrowers, purposes, m aturities  

and security requirements. The NBE issued a credit policy  document 

in 1976 which gives p r io r ity  to public enterprises and co-operatives, 

and to agricu lture , sm all-scale, cottage and handicraft industries  

and modem agro-based industry. As fa r  aB a llocation  o f fo reign  

exchange is  concerned, the National Bank o f Eth iopia generally  

gives p r io r ity  to essen tia l consumer goods and development goods.

The commercial banks

Following the nationalization  o f a l l  bankB and fin anc ia l 

institu tions in early  19 7 5 * three former private banks were 

merged to form the Addis Bank. Consequently, there are now two 

commercial banks, the Commercial Bank o f Ethiopia (CBE) which 

was pub lic ly  owned before the nationalization , and the Addis 

Bank. The Housing and Savings Bank (HSB) was formed in la te
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1975 from a merger o f a subsidiary o f the СВЕТ and a former savings 

and mortgage in stitu tion . But according to bank o f f ic ia ls ,  a 

proclamation w i l l  be issued shortly  to provide fo r the e stab lish 

ment o f the "Commercial Bank o f Eth iopia" (new formula), by the 

consolidation o f the ex istin g  CBS and the Addis Bank. No 

information on the structure, powers and duties o f the proposed 

bank is  ava ilab le  at present.

There is  a need fo r a comprehensive, coherent and rational 

restructuring o f  the in stitu tion a l machinery fo r  economic 

development and in particu la r fo r  the industria l projects  

design, formulation and implementaion. This state o f a f fa ir s  

is  attributed to the reforms and in stitu tion a l changes introduced 

by the Government since early  1975* The most important reforms 

were the ru ra l and urban land reforms, the nationalization  of 

industries and fin an c ia l in stitu tion s, the labour proclamation 

and the private sector proclamation. The major insxitutional 

changes have been the establishment o f peasant associations, 

urban dwellers associations (kebe le ) and the organization o f 

central government, the parastata l enterprises and the banking 

system. What is  now needed is  the consolidation o f these 

institu tions and the ir blending into the planning and implementation 

process with regard to, in particu la r, the industria l development 

e f fo r t . U n til such exercise is  successfu lly  and thoroughly 

conducted, the Central Planning Supreme Council and the Ministry  

o f Industry which are the two institu tions with most re sp o n s ib ilit ie s  

fo r  industria l development w i l l  lack proper feedback channels.
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ChaDter VI

THE UNDP PROGRAMME, UNIDO'S ASSISTANCE AND CO-OPERATION WITH

OTHER ORGANIZATIONS

The UNDP country programme fo r  Ethiopia includes various 

ongoing projects which are "being implemented with UNIDO's assistance. 

Ihe sectoral projects are as fo llow s:

Industrial project development

Ib is project is  attached to the Project, Po licy  and Planning 

Department o f the Ministry o f  Industry. Its  objectives are mainly to 

assist the Ministry ( i )  in ra is ing the performance o f  ex istin g  state 

enterprises through techno-economic analysis and defin ition  o f possible 

improvements, and ( i i )  in iden tify in g  developing and evaluating 

industrial projects in p r io r ity  sectors. The project provides fo r  the 

supply o f four expoerts in the f ie ld  o f te x t i le ,  leather and leather p 

products, building materials and food manufacturing, 24 man-months 

o f consultancy services and small components o f  fellowship tra in ing 

and equipment.

Handicrafts and small-scale industries development

Ihe purpose o f th is project is  to strengthen the Handicrafts and 

Small-scale Industries Development Agency (HASIDA) by tra in ing i t s  

professional s ta f f  and assisting i t  in the promotion o f handicrafts 

and small-scale industries, especia lly  with regard to ( i )  project 

id en tifica tion  and preparation; ( i i )  improved production methods 

(appropriate technology); ( i i i )  marketing schemes and input supplies; 

and ( i v )  promotion o f co-operatives. The project provides fo r  experts 

in the four areas mentioned above. There are provisions fo r  consul

tants, fellowship train ing and equipment.



Adviser in leather manufacturing

This is  a small-scale project which is  attached to the. National 

Leather and Shoe Corporation and has "been going on fo r  several years. 

I t  proved to he quite useful.

Survey o f the Ethiopian te x t i le  industry

The purpose o f this project is  to carry out a survey o f the 

te x t ile  industry in Ethiopia resu lting in a study with recommendations 

on' the measures required to improve the e ffic ien cy  o f the industry.

Leather and leather products development

This is  a p r io r ity  project aimed at providing an integrated UNDP 

assistance to the leather and leather products induslries. The pro ject 

attempts to r e c t ify  th is situation hy substantially ra ising the amount 

o f UNDP assistance, and, above a l l ,  by delivering the inputs in the 

form o f a well-integrated package. The project is  designed to last fo r 

three years and UNDP contribution over this period is  expceted to 

amant to $1,505,600. Eight experts would be supplied in addition to 

short-term consultants. The project also includes a strong tra in ing 

component (individual fellowships as w ell as in-service tra in ing) and 

a provision fo r workshop equipment and veh icles.

Development and manufacture o f improved farm implements

This is  a jo in t FAO/UNIDO project fo r which the UNDP inputs are 

expected to amount to $3,120,000. A preliminary study has already been 

prepared and arrangements are now under way fo r the project to enter 

the executing phase.

The main development objectives o f the project include the 

follow ing: (a ) an increase o f peasant productivity and agricultural 

production on small farms and agricu ltural co-operatives in Ethiopia, 

thus improving the liv in g  standards ¿ f  the broad masses o f the rural 

sector, as well as providing increased food supplies and raw materials 

fo r industries in the country; (b) development o f a le ve l o f small-
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scale appropriate mechanization technology that is  agronomically and 

so c ia lly  suitable to the s ize  o f farms, farming systems, the know

ledge and experience c f the farmers; (c ) establishment o f a v iab le  

investigational and research organization fo r developing and in tro 

ducing low-cost and more e f f ic ie n t  farm implements and agricu ltural 

machinery fo r local manufacture, etc.

Hie immediate objectives o f  the project include the provision 

o f assistance to (a ) planning procurement aid in s ta lla tion  o f  machinery 

and equipment to the proposed centre fo r  the manufacture o f  research 

prototypes; (b ) the same centre, HASIDA, Blacksmiths’ Co-operatives, 

Ethiopian Hand Ibols Ltd. (Metal Work Corporation) for the ( i )  develop

ment o f design capab ilities  (production and parts) fo r  the manufacture 

o f research and production prototypes; ( i i )  the development o f 

technological and engineering capab ilities  for the accelerated production 

o f the production prototypes; ( i i i )  the market survey and techno-economic 

p ro file s  o f those implements already fie ld -tes ted  by the Centre; and ( i v )  

in production planning and programming fo r mass-scale/batch production 

o f items emanating from ( i i i )  above.

Hie main a c t iv it ie s  o f the product include an id en tifica tion  

component which provides fo r  a sample f ie ld  survey in Ethiopia by 

consultants and a study tour in selected Asian and African countries by 

three Ethiopian experts in order to id en tify  those farm implements that 

can be lo ca lly  adapted. Hie second component provides fo r sp ec ific  

assistance to various centres and agencies concerned.

In addition to the above sectoral projects, UNDP assistance is  

also provided in the f ie ld  o f institu tion  building and operation, namely 

to the existing Development Project Study Agency, and the National 

^Productivity Centre (tra in ing ) cs well as the institu tions s t i l l  in 

the p ipeline such as the National Quality Control and Testing Centre, 

the Building Material and Research Centre. UNDP to ta l planned project 

d e livery  for 1979 stood at $1,268,307. Ibtal expenditure is  expected 

to amount to $2, 273,000 fo r  1980 and $1,421,000 fo r 1981.

Potential areas for technical assistance and co-operation

In addition to the projects b r ie f ly  described above, i t  is  proposed 

that future UNDP/UNIDO assistance to the industrial sector should be 

expanded to include the fo llow ing a c t iv it ie s :
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Subsectoral surveys

Such surveys should focus on the development o f the engineering 

and chemical industries which is  very important and necessary from the 

point o f view o f the long-term objective o f transforming the industrial 

sector which at present is  very small and dominated ty  ligh t consumer 

goods industries. Therefore, the structural transformation o f  the 

industrial sector is  expected to make i t  dynamic structurally balanced, 

and, ultim ately, the leading sector o f the economy.

The surveys would assess the present status o f the engineering 

and chemical industries in  the country, id en tify  p o s s ib ilit ie s  fo r  th e ir 

future development and formulate appropriate strategies and plans to 

accelerate th e ir  expansion process.

P ilo t foundry

Due to the very lim ited  scale o f present castings production and 

the growing demand fo r  cast spare parts, the question o f establishing 

a foundry has been considered. Some o f the main obstacles a ffe c t in g  

the development o f foundry industry in Ethiopia are the lack o f sk illed  

workers, managerial cadres and proper fa c i l i t ie s  fo r  vocational train ing. 

Thus a p ilo t  foundry is  desired to be established with the financial 

and technical assistance o f the UNDP/ONTDO. The assistance is  envisaged 

to include: ( l )  the tra in ing o f managerial cadres; ( 2 ) the assignment

o f required technical experts; and ( 3) the purchasing o f machinery 

testing and laboratory equipment to be insta lled  fo r  tra in ing purposes.

Mini-steel plant

Based on ex isting reports on the deposits o f iron ores and lign ite  

in Ethiopia, it. 3 recommended to undertake a comprehensive techno- 

economic study with regard to the fe a s ib il ity  o f p ig-iron  production 

based on the direct-reduction process. The study should be programmed 

fo r  a period o f at least six months. The preliminary estimate o f deposits 

o f iron ores o f above 60 per cent ferro-oxides is about 800,000 to 

1,000,COO tons. Other deposits with contents o f ferro-oxide below 

60 per cent and 30 per cent also ex is t. The deposit o f l ig n ite  (regarded 

as reducer) is estimated at about 10 m illion tons. The study is  suggested 

to be carried out with the assistance o f the UNDP/UNIDO by the appointment

I:

4
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or a m etallurgical spec ia lis t, e^ueriencsd id. f̂ rr.'V 1_i?.t vri'tli +-Vip

direct-reduction process. The spec ia lis t is  expected to carry out, in 

close collaboration with the Ministry o f Industry, the National Metal- 

Works Corporation, the Ministry o f Mines, Energy and Water Resources, 

and other appropriate organizations, the techno-economic study, including 

the preliminary assessment o f the fo llow ing basic factors: su ita b ility

o f the loca l iron-ores, lig n ite , limestones, etc . to be used in  the 

said process; costs o f  exp lo itation  o f the required raw materials; 

demand fo r  p ig-iron  foreseen on the basis o f national development 

plans; minimum size and productivity o f the plant, including the capital 

required fo r  i t s  establishment and operation; location  o f  the plant; 

technical requirement; manpower requirement; and expected p ro f ita b il ity .

Building materials research

This project would focus on an area which is  becoming increasingly 

important, i . e .  the p o ss ib ilit ie s  o f finding suitable and economical 

substitutes fo r  imported building and construction materials; increasing, 

d ivers ify in g  and standardizing the output o f loca l production units; 

organizing the cheapest and most e ff ic ie n t  methods o f producing the 

materials, devising formulae fo r  th e ir  economical use, etc. must be 

explored through well-planned research. UNDP/UNTEO assistance cculd 

play a ca ta ly tic  ro le in th is e ffo r t ,  by providing the necessary expertise, 

assisting in the defin ing o f p r io r ity  areas and designing o f  appropriate 

research, supplying necessary equipment, and tra in ing o f loca l research 

personnel.

Training o f sk illed  manpower, .

The shortage o f sk illed  manpower has already been noted as one o f 

the major constraints to industrial development. Very large and diverse 

numbers o f qu a lified  cadres are needed not only to e f f ic ie n t ly  manage, 

operate and maintain the ex isting  factories but also to man the growing 

number o f new industrial projects now in the p ipeline (sugar, cement, 

te x tile s , edible o i l ,  spare parts, bricks, beer, e tc . )  In view o f the 

ex isting as well as emerging needs, i t  is  necessary to undertake an 

expanded and much more aggressive train ing programme, which could be a 

combined scheme involving the expansion, strengthening and optimum
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u tiliza t io n  o f ex istin g  tra in ing fa c i l i t ie s ,  as well as the creation 

o f  new ones ( fo r  instance, a regional centre in  Asmara). UNDP/UNTDO 

would be expected to assist by providing funds to finance loca l costs, 

workshop equipment and other tra in ing aids, fellowships fo r  longer- 

term tra in ing abroad, and necessary expert personnel.

B ila tera l co-operation

Ethiopia has signed co-operation agreements with a number o f 

countries which provide fo r  the implementation o f sp ec ific  projects in 

various industrial subsectors. No detailed  information on these 

projects is  made available by the Ministry o f Industry. However, as 

mentioned e a r lie r , lines o f credit fo r  machinery have been agreed upon 

with at least three countries, and Ita ly  has extended a new supplier's 

c red it .

Regional and subregional

African Industrial Development Fund (AIDF)

Ethiopia has signed the Statutes o f the AIDF and is  believed to 

be w illin g  to strengthen it s  co-operation with other African countries 

co-signatories in the framework o f the Fund when i t  comes into 

operation.

The principal objectives o f the AIDF are to provide financing 

as well as technical assistance for industrial pre-investment a c t iv it ie s  

and to ensure that resources are read ily  available fo r  pre-investment 

fe a s ib il it y  studies fo r urgent projects o f high p r io r ity  which did not 

meet or are not l ik e ly  to meet the conventional commercial funding condi

tions o f ordinary commercial financial institu tions. These studies 

shall include, in particu lar, pre-investment fe a s ib i l i t y  studies for 

multinational, regional and subregional projects that member States 

consider c r it ic a l fo r  the structurel evolution o f the economy o f the 

area concerned rather than projects which merely o ffe r  a high internal 

rate o f return.
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Preferen tia l Trade Area (PTA) o f eastern and southern African subregion

Hie establishment o f the PTA which is under way w il l  provide 

expanded markets to Ethiopia’ s industrial exportable products such as 

sa lt, meat, wines, liquors, leather, shoes and cement. The production 

o f  these commodities, loca l processed or semi-processed, as w ell as the 

products with potentia l fo r  export such as potash and canned fru its  

and vegetables, can be ju s t if ia b ly  increased in order to meet sub

regional demand orig inating in other PTA countries.

Lagos Plan o f Action

Ethiopia, lik e  the other African countries, adopted the Lagos 

Plan o f Action fo r  the implementation of the Monrovia Strategy fo r  

the Economic Development o f A frica . As fa r as industrial co-operation 

is  concerned, the Plan urges the African countries, among other things, 

to strengthen th is co-operation at the subregional as well as regional 

le v e l, in order to establish such multi-national resource-based 

industries as would ensure the satisfaction  o f the basic needs o f the 

population, the processing o f loca l raw materials, the creation o f 

jobs, the development o f other economic sectors, the development and 

acquisition o f suitable technology, the modernization o f the society. 

The Plan also places special emphasis on the need fo r the African 

countries to achieve, especia lly  through enhanced co-opeation, 

sp ec ific  global quantitative objectives^-/ o f ii.creased share o f world 

industrial production and to attain se lf-su ffic ien cy  in f^od, building 

materials, clothing and energy during the 1980-1990 decade.

1/ Up to the year 2000: 2 per cent;
”  during the 1980-1990 decade: 1.4 per cent; 

up to the year 1985s at least 1.0 per cent.
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