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PREFACE 

'!hi.a Indaatrlal DeYeloa-ent le.lev la ane of a aeries of co1111try s~iea 
prepared ~ the leaioaal and CoVDtry Staliea Branch of the United ••tions 
Indaatrlal DeYelopment Orgalzatloa (UDDO). 

!Ile le.Ina preaent brief fachal ani:I ana17tical aunqs of ln4118trlal 
de.elo..-t In deYeloplng ccnmtrles. Such lnd11at17-apeciflc le.lws are In 
d..... for a Tariety of parpo8ea: t:o prori.de an lnforaatioa aenlce to 
releYDt sectlona vlthln UllIDO ad other lntematioaa.1. orgalzationa and aid 
qencha concerned vlth teclmlcal aaalstmce to lnd118try; to be med as a 
reference source for flmmcial orgalzatloas, public an4 priYate lndmtrlal 
ent:erprlsea an4 ec...tc research lnatlt:utes In de.eloped an4 de.eloping 
ccnmtriea; an4 to ser.e aa a llandy, aaeful lnforaatioa source for 
pollq-llllken In de.eloping c01111t:rlea. 'Ille leviewa do not represent ia-depth 
lnd11atrlal sunqa. Vith an ezclaalYe foCUB oa :lnd•try they presii!llt 
lnforaatloa an4 anab•ea on the broad spectnm of the lnd11atrlal dnelo(lme'llt 
process In the c01llltrlea coacemed ta a condensed fora. 

'Ille lmeva draw pr1-rll.7 on lnforaatloa ad .. terlal anllable at UllIDO 
1andquarten frcm national mil tat:ematloaal sources u well aa data contained 
In the UllIDO data base. A field nnq vaa 11Dderubn In Avpst 1911 ta vhlch 
lD1111atry-apeclflc data vaa collected v1th the aaalatance of the lllnlatry of 
ID1111atry of the lepablic of Djibouti. 'Ille presentation of up-to-date 
lnforaatloa oa nb-aectoral manufacturing treads la unally constrained by 
IDCClllPlete national data Oil the iadatrlal sector. To aupplment: efforts 
under "ll7 In UllIDO, to improYe the data base an4 to llOnit:or :lndutrial 
proareaa an4 clumges OD a repl.ar basis, it la hoped that the relnant 
national authorities 11114 lnatitutlona and other rea~era vlll proY1de cOllllellta 
ad further Information. Such response rill areatly aaaiat In updating the 
lniewa. 

1lle preaeat lnlev vu prepared vi th the usiatanc:e of Dr. Adrian Foi.zard 
u UIIDO COD811ltant. It ta diYided Into two rather 4iatlnct parts. Chapter 1 
11114 2 are ana17tical In cbaraccer, glYlng first a brief oYeniev of the 
country'• ec~ ad its llmlUfacturlng sector and then a 110re detailed re.few 
of the structure 11114 dneloa-ent of its Mmlfacturing ind11Btriea, with a focua 
on the probl... end prospects of selected 811~aectora of 11an11facturing. 
Chapter 3 analyzes the probl... ad prospects of selected industrial 
eaterpriaea. Chapter 4 rniewa poliCJ' .. aaarea relnant to ind11Btrlal 
dn'elopaent and presents lnforaaclon OD the 110re illportant 10Yermeatal and 
other institutions lnYolYed in indaatrlal development. Chapter 5 examines tbe 
resource enclovaent for lndaatrlalizatbn la Djibouti and identifies crucial 
areu requiring multilateral tecbnical assistance. 

It should be noted that the lnievs are not official stateunta of 
intention or poliCJ' b7 1o•ermeat8 nor do the yfeva and comeata contai11ecl 
therein necessarily reflect those of the respectiYe ao•ernaents. 
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BASIC IRDICA.'lOIS 1 

J'he econon 

GDP (1985) DF60.4 billion ($339.9 llillion) 

Population (1916) . 456,000 . 
Vage earning labour forcP (1983) . 42,000 . 
GIP ver capita (1984) $216&1 

Annual growth rate of GDP . .lfil llU lDl llll Im ~I . 
(per cent) 5.3 4.7 -1.0 4.5 1.0 0.4 

J.!lllll ~I lDZ~' 
0.2 3.6 0.7 

c:DP by sector of origin . ill1 . 
(per cent) 
Agriculture, livestock 

and fishing 3.6 5.3 4.4 
llanufacturing 6.3 7.4 8.2 
CODStruction and 

public vorta 3.2 2.6 3.2 
SerYicea and oeher 16.9 84.7 84.2 

A•erage annual rate of . llU llll llll llll llH . 
inflation (per cent) 12.1 5.7 -2.4 0.9 1.7 

Currency ezchange rate . lHZ HU lH4 ---1.lli . 
(DF equiYalenta to $1) 177.72 177.72 177.72 177 .12 

HH lHZ lHI 
177.72 177.72 177.72 

1.I Government's estimate. 

)2/ Estimate. 

v UIUDO estimate. 



A&rleul.WUl resources: 

Food (1916-17) 

LlYeat:oclt (1913) 
c 1n •ooo heads) 

Fisheries (1917) 

Mtncral ruourcu 
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BASIC I11DICAtOIS 2 

: 

: 

: 

. . 

Resources 

19 815 t:onnes (tvo-thlrd t:omatoes, 
one-third fresh yegetables) 

Geat:a (500), sheep (350), caaels (50), 
cattle (40), donlteys (6.5) 

Catc:ha9 (426 tonnes) 

Clay, dlatcmltea, gpsua, perllt:e, padce 
and salt: 
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BASIC DDICA!OIS 3 

roretm tgde end lpalpce of ...,.,... 

lgpprta (1916)Ai : DFl,621 llilllon Ct20.4 allllon) 

lppqttl (1916)1l/ . DF33.106 allll• ($116.3 allll•) . 
Product• (1916) . Food Uld drlnb (33.5 per cent), dlnra . 

-c:hhae17 (11.3 per cent), tenllu ad 
alloea (10.1 per cent), ll:bat (1.3 per cent), 
petrolem producta (7.3 per cent), •tal ad 
prodllcu (5.9 per cent), chelllcala (5.1 per 
cent), Telalclu (5.1 per cent), tobacco 
(4.2 per cent) 

llaln orl&ina (1916) . France (26.2 per cent), Bahrain (20.5 pe;: . 
cent), ltlalopla (16.0 per cent), .Japan 
(11.0 per cent) 

Balance :>f p&Jaenta (1917) 
(current acc01Dlt deficit) : DFl0,355 111111~/ 

External debt (1917) : $266.5 allllon 

Total debt •~rYlce (1916) . $7. 3 llillioa . 
Al Dae ezporta identified are moatly &ooda In tranalt to or froa ltlalopla 

and SOllalia, i.e. re-exporta. 

)li PreUalnary eatlutu. 

f:/ IJIF projection. 

I I 

I I 
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BASIC IIDICA.n>IS 4 

Jhe vnnfacturin& sector 

llanufacturing value added (llVA) 
(1985).11 . . $26.2 aillion (at constant 1980 prices) 

.Annual gt."Ovth of Jlf'IAN 
(per cent) 

llVA per capita (1985) 

Registered C11PlOJ11ent in 
11a11ufacturing (1988) 
Aa percentage of total 

registered eaployaent 

&I UllIDO estimate. 

I I I 

. . H7...l DU lHl DU l!ll ill! 
5.5 2.9 -0.3 3.3 ~.8 -1.6 

im&' J.ruA' .l!II•' 
0.9 1.9 1.7 

$61 (at constant 1980 prices) 

808 

5.3 per cent 



BASIC DDIC:OOIS 5 

Inter-comta .,...rlaon of aelecte« h•Hcaton 

U.ll Clllt.ral 
a1r1-

Djl._tl ..... llc Stldopla S-lla ....... Zaire 

I. • ~le l .. lcaton 

...... t.._ (.W-1116) •llli- O.to Z.7 "3.5 5.5 15.2 ]l.7 

...... ti.- anmtll (1~1116) per c.at. 5.Z Z.5 Z.lo z.t J.l J.l 
per-

W-t. -Ullt.:r (HIS) pert..__. l• 172 15] 110 IOJ ... t•a ... .. .. 2Z 62] 1.222 6JI U6 2,Jlo5 
... it.:r (1116) ~per .... H 5 J6 ' "' '" II. s-lc l .. lcaton 

Cit U•> • •ni- JW' tOO "·"° 2,]20 J,llO •.020 
at m CPlta U•> ... 7aJ8' no 110 - uo HO 
Cltpwtt.rate .-r-t. 1.i- 1.1 0.1 "·' 0.7 1.0 (1-.a•> per-

Aadaltws"e U•> per c.at. of CIJf ,._,..., 
4.1 ,.. 51 76 2t 

..._~ U•> per -t of Cit 11 ....... 1.2 15 ' 6 J6 

-.r.ct.rlas <1•> per -t. of Cit 1.2'"" 4 10 6 , 
len1- <1•> per -t. of CIJf 76 ....... 47 J6 ,,. 11 J5 
~ot ..... <1•> per -t. of CIJf to.OW 20 lJ 1 12 ]J 

.._. ._.tic 1-tmat. U•> per ceat of CllP 15 ' 15 H 12 

hterMl .-uc ... t. (dishr ... ) per cent of Clll' 35.oa' U.6 J5.7 5".4 H.8 U•> 

Ill. 1.._trlal !!!tlcatora 

•a 0•5> $ 11Ulf.oa 26.ZV 55 lot2 IJI lJO St •a s-t1a 0~1•> perceatl-1 o.,., -0.6 J.t -J.4 -0.J -0.1 
11M .._. la wrU •A U•U per cat 0.02 0.01 0.01 
lllen of -ract.llftd export-" 
Ill total export.a percaat 26.l-' o.nv o.:u.v O.J,., 5.lJA' 

llMes ..... oa tile WorU ._. .. ca pruned Ill tile Wor1f pn.19 t. lgort lW.0 acl ..... tile .. ta I• Djn..&l. It. 
.a-14 .. •Cd &Mt t .. llflDO .. ca ..... V.ltd •t1- •tatlatlu, •t•al •tatl•Uu _, WorU leooll .. ta ...... 
110t a1..,. call:r precbolJ ..... tbenfon, •f.u....-cSoa .., .. ,._. .. '- luf.c l .. lcat.ors 5, ... tile tat. 
T•lu. 

el 1•s. 
l/ •IDO .. tU.tc. 
sl 1-.. 
fl ll'l'C 5 to 8 I••• (67 and 68). 
11 1.0. 
11 ,.,. 

" ""· Ill 1'71. 
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Follovhaa a tellpOrary 11ptun la econaalc growth la 1916, the pace of 
eeaamlc npenal• rm.Ina nbchled la Djlboatl. C:OP ill real terms grev at an 
anngal aYerage rate of leu than. 1 per cent daring 1913-1911. In the wake of 
declllllng lllternatlonal. badget&17 npport, the goYenment •a fimnclal 
aitllati• ... bece111e critical. 

In m attempt to restore badgetary eqalllbri•, nev flacal lllttiatiYea 
and ._terity -..area were llltrodlaced la 1917. With m increaae la rnenue, 
generated 117 nev ftacal ..-rea rather than. an bproY-.at la the co1111try•a 
eeaamlc perfo~e, there ... been aCllle eaae of preuare on badgetary 
deficit, ht It atill leaYH the goYenmm.t depen4ent on Ladgetary aupport 
fr. ezternal aid aoarces. 

1be econ-. of Djibouti rnolYea aroaa4 the aentce aector vhich acc01Blts 
for aromd n per cent of c:DP and 47.2 per cent of emplOJlleDt, ezcladlng those 
empl~ la goYenment departments. 'Dae •ill aourcea of income are entrepot 
facllittea and aerricea hu:l.adlng reataurmta, botels and ban vhose •la 
cltentele ta the expatriate cCJm11U111ity • 

.At ln4epmdence la 1977 Djlboatl •a mumfacturlng aector eDCOllPU•ed an 
tee factory, a aoft drink bottling plant, a gaa bottling plant, a bltllMn 
factory, aneral babriea and pre-fabricated jolaery vorlcabopa, and la the 
Informal aector a fev artlaana prodaclng tourist cartoa, simple clothing, 
jewellery and traditional aandala. 'Dae share of mumfacturlng la GDP rose 
fr. 6.3 per cent la 1977 to 1.3 per cent la 1911, but hu since remained 
relatlYely conatant aa a reault of paeuclo emergence of ln4aatr1al enterprises 
vhich, llovner, failed to create the base for fostering lndaatrlallzatlon. 
!be mumfactarlng sector'• contrl'>utlon to aplOJIM!llt la alao llalted. Of 
15, 302 registered mplOJ'eea la 1911, only 108 were mplOJ'ed la ranufacturlng 
indaatriee mid the artiaanal sector. 

'llaere are tvo wholly State-owned enterprises and one alx:ed enterprise 
vlth little participation by the prlYate aector la equity capital. Only ten 
priYate aector llallUfaturlng enterprlaea eaploylng more than 10 peraona are 
identified ln the leglater of Bnterprlaea for 1911. All but tvo of theae were 
aet-ap after l~ependence. The a .. e leglater liata only three prlYate 
c_,.nlea employing more than. 30 peraona. The YUt •Jorlty of enterprlsr­
are .. 11 busllleaaea employing leas tban 10 persona • 

.After tvo conaecutiYe year• of •laa&l8h growth, Pr in real teraa 1rev by 
5.5 per cent ln 1979 aa the aanufacturtng sector benefitted fr• the spurt ln 
economic actlYlty in the face of an entlmalutlc rub on the part of the 
cloaor• to help the nev State during the yeara following independence. Tbls 
llOlleatm could not be aalntalned, and 1rovth of llVA faltered to 2.9 per cent 
ln 1910 and plunaed to a negatlYe rate of 0.3 per cent in 1981. BaYlng 
recorded a 3.3 per cent lncreaae ln llV.l in 1912, the pace of indutrial 
apanalon auffered a .. rked contraction vlth atagnatina and declining arovth 
rates. llV.l arev by o.a per cent ln 1913 and faltered to a neaatiYe 1rowth 
rate of 1.6 per cent in 1914. llV.A arovth ••ti•t•• of 0.9 per cent, 1.9 per 
cat and 1.7 per cent for 1915, 1916 and 1917, respectlYely, reveal an 
extended period of industrial staanation in Djibouti. 
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DJlboutl ... lana aened u - entrepot for Btblopla aD1l llorthem 
Somalia. n~ MDafacturlq aector•a c:mtrlbutlaa to u:porta la negligible. 
Ylrtllall.y ll rav •terlala, a-1-fhualaed aD1l capital &ooda •ed by 
lanatrles are hiported. DeTelo,.ent of Ualtages vlthla the local lndustrles 
aD1l ftlorlzatlaa of local resources could reduce dependence aa lllported 
•terlala, but rav -terlal coats are atlll likely to rmala a hea~ burden 
for the lmhaatrlal sector. 

'Ille State-cMaed allk factory laaa nffered loaaea la three consecutlTe 
yean beca118e of teclmlcal dlfflcultles, poor MDa&meDt aD1l high coats. the 
factory la la need of 8111tat-tlal rebabllltatlaa aD1l protection. fro11 laporta. 
It la too early to uaeaa the perfozauu:e of the State-cMaed ntuJ feed 
factory u production. u:•enced aaJ.y la .J11De 1911. The vater bottllq plant, 
a alxe4 enterprlae, achined profit• durlq the flrat tvo years of its 
operatlona, 'but sales dropped la 1915 and 1916, aD1l the c~ nffered 
loaaes. BoveTer, aales reboaaded la 1917, enabllq the flra to earn a -11 
profit. The perfozauu:e of prlTate enterprlaes rneala alxe4 trends. 
IDatalled oTer-capaclty, poor -latmmu:e and laternptlona la rav aaterlal 
nppllea aD1l spare parts are often cited u prlaclpal caues of poor 
perfozauu:e. lloveTer, eight out of the ten prlTate aector companies at'Ullled 
ba4 recorded profit• la 1917. 

lakerlea c011Btlt11te the largest mmber of enterprlaea la food 
111Ul11facturlq. 'Ibey haTe proliferated la recent yeara. All lce-crua factory, 
currently tmder CODBtruction.1 la expected to produce a brand of lee-ere• 
entirely laported by the pro.»ter. Further deTelopmenta are expected la the 
food and ))neragea au))-aector along the linea of local 11&DUfacture of products 
or brands that are currently laported. A pasta and blacult factory could h a 
Tiable Tenture, while the construction of a aev abattoir could be C011Pleaented 
by a aeat proceaalq and pacltaging pl-t. The rapidly grovtng fisheries 
aector vould soon require atorage and processing facilities to achine its 
full potential. 

Plana to build a tannery aerlt reappraisal In Tlev of tu potential 
contribution to the country'• leather imlutry la teraa of Talue added. The 
deund for ahoea la largely aet by laporta froa the People • lqubllc of China 
and area of Bong Kong, totalling 614 tODDes In 1915. 

The wood an4 aetal working lndutrles suffer froa over capacity 
couldering the alze of the local aarket. Iaported finished products, aold at 
coapetitive pricea, looa a great challenge. During 1917-1911, three coapaniea 
ceased production. There is little rooa for further de·..elopaent in this 
aector. 

There are three enterprise• engaged in the production of basic ch•lcal 
products. The construction of a 5 ailllon tODDe• annual capacity oil refinery 
i• due to atart in 19119. The iaplaentation of thl• project la expected to 
&iYe a considerable boost to the 'ountry'a chaical iKutry. Despite the 
dependence on laported plastic• and 1·utrlcted econoalea of scale due to the 
couatry'• narrow aarket, production of plastic products appear• realistic. 
For iutance, PVC bottles produced by the water bottling plant are price 
coapetlti•e vith laported products. 
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Deaplte the anUabUlt.7 of nltable aineral reaovcea, DJlb011tl i• 
a!Mat mtlreq dependent oa lmported coaatnctloa -terlala. Plana to b11lld 
a ceMllt factory ad a brick factory vere abandoned follovln& mfaT011rable 
market atmlea. 

It l• undoubtedly true tbat the lillited alze of the co•tl'J''• lllternal 
.net la a conaualnt on lndutrlal dneloi-ent. Vlth a total population of 
456,000 lD 1916, and a Hr capita lnccme of oa1.y t276 In 1914, Djibouti'• 
market le certalnl.y mall end Uipo.erlahed. Parcbaelng pover le, In effect, 
concentrated In the 11.anda of 1. mall proportion of the population, nmely the 
apatrlate cc •+t t.7 and the l'rellc:h U11.J. 'Ille .arket for CC'!18111U gooda la 
dcmlaated 1'y lmporta, and c-ra are accaatomed to high quallt.y proncta, 
aothi•tlcated paclcaglng ad preferred brad -.. 'lheae factore mke it 
dlfflcalt for local product• to peaetrate the -rltet. 

A Ylable option opea to Djibouti la to apaml tu trade vlth neighbours 
and other But African co•triea. Djibouti la particularly faTOured under the 
tem. of Preferential Trade Area (PU) agrement signed 1'y DJlb011tl, lthlopla, 
Somalia ad elnen other African Statea. At preaent Djlb01ltl '• trade vlth the 
PU comtrlea la •tntwl - 10.6 per cent of total lllporta ad 9.1 per cent of 
aporte lD 1916 - bat there la certalllly roca for growth. Havner, the 
relatlYely •re dneloped lndutrial aectora lD neighbouring co•trtea pose a 
cballage for Djibouti lD peaetrating nellhboaring •rlteta. Ultlwtel7, 
aucceaaful ezport-led growth In the lnduatrlal sector would depend on 
DJlb011tl '• ablllt.y to oYerccme a host of conatralllte, the llDSt lllportmt of 
vblcla la the high coat of production. DJlboutl '• etr•teglc poaltlon In the 
led Sea ad close caltural ad political ties vlth the .Arab States aauest 
another potential export deatlnatloa. 'llleee coatrlea depend heaYlly OD 

umafactured laporta. Special trade agrementa could be arraged ~ ilDO, 
vlth a Ylev to pr0110tlng manufact11rlng enterprlaea In Djibouti. 

'Ille comat17 leans heaYll7 OD external aulatmce. Hitherto, teclmlcal 
co-operation Input• vere largel7 directed to the creation of lllfrutructural 
facllltlea. Induatl'J''• ahare of tec:lmlcal ualatmce repreaeated on17 0.1 per 
cent of the total tedmlcal ualatance budget. '!he goYenment la eager tbat 
both mltllateral and bilateral tedmlc:al co-operation inputs be directed 
towards atrengthealng the process of econoalc dlYeralflcatlon through 
lnduatrlallzatlon. 
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RESUME 

Malgre une pointe conjoncturelle enregistree en 1986, la croissance 
econ<>11ique deaeure tres aodeste a Djibouti. Au cours de la ?iriode 1983-1988, 
le PIB a pr09resse en 11<>yenne, a prix constants, de aoins de l \ ~r an. Les 
concours in•ernationaux dont t>eneficiait le budget ayant decline, la situation 
financiere Ju pays est devenue critique. 

Afin de restaurer l"equilibre du budget, le gouverneaent a, e11 1987, pris 
de nouvelles initiatives fiscales et renforce les aesures d'austerite. Si 
l•accroisseaent des recettes, qui tient davantage aux ncuvelles aesures 
fiscales qu•a une aaelioration des resultats econ011iques du pays, a perais 
d"attenuer le deficit du budget, celui-ci n•en reste pas aoins tributaire de 
concours financiers exterieurs. 

L"econoaie de Djibouti est centree sur le secteur des services qui assure 
environ 77 \ du PIB et 47,2 \ de l"eaploi, a !"exclusion des agents de 
1° Etat. Le~ pr inc ipales sources de revenus sont le comaerce en ent rep0t et 
les services, nota .. ent les restaurants, les hotels et les bars dont la 
clientele se coapose surtout de residents etrangers. 

Lors de l "accession i l' independance, en 1977, le secteur aanufactur ier 
de Djibouti c0111prenait une fabrique de glace, une fabrique de boissons sans 
alcool, une installation de aise en boute i lles du gaz, une us ine de bi tuae, 
plusieur6 boulangeries et des aenuiseries specialisees dans les eleaents 
prefabriques, ainsi que - dans le secteur non structure - un certain noabre 
d'artisans fabriquant des bibelots pour touristes, des articles d'habilleaent 
siaples, des bijoux et des sandales de type traditionnel. La part du secteur 
aanufacturier dans le PIB, qui est passee de 6,:S \ en 1977 a 8,3 \ en 1981, 
est deaeuree relativeaent stable depuis, i la suite de l'iaplantation 
d'entreprises industrielles OU pretendues telles dent la creation n•a pas 
perais de poser les bases necessaires pour proaouvoir l'industrialisation. La 
contribution de ce secteur i l'eaploi est, elle aussi, li•itee. Sur les 
15 302 personnes officielleaent eaployees en 1988, 808 seuleaent i•etaient 
dans les industries aanufacturieres et le secteur artisanal. 

Il existe deux entreprises controlees a 100 \ par l'Etat et une 
entreprise aixte, la participation du secteur prive au capital social de cette 
derniere etant aodeste. D•apres le registre des entreprises, le secteur prive 
ne coaptait en 1988 que 10 entreprises aanufacturieres priveas eaployant plus 
de 10 personnes. Tous ces etablisseaents, sauf deux, ont ete crees apres 
!'accession i l'independance. Ce aiae registre ne signale que trois societes 
privies eaployant plus de 30 personnes. La grande aajorite des entreprises 
sont de petits etablisseaents eaployant llOins de 10 personnes. 

Apres deux annees consecutives de croissance lethargique, la VAM a 
pr09resse de S,S \ en 1979 en valeur reelle~ en effet, les donateurs n'ont pas 
aesure leur aide au nouvel Etat dans les annees ayant suivi t • independance, 
d'ou un essor de l'econoaie dont a profite le secteur aanufacturi~r. 
Toutefois, il a ete iapossible de aaintenir cet elan et la croissance de la 
VAM, apres avoir chute a 2,9 \ en 1980, est d£venue negative en 1981 (0,3 \). 
Apres un accroissement de 3,3 \ en 1982, la croissance industrielle a'est 
sen•iblement ralent ie et a stagne ou decline. Le taux de croissance de la 
VAM, qui a ete de 0,8 \ en 1983, est redevenu negatif en 1984 (1,6 \). Les 
estimations du taux de :roissance de la VAM pour 198S, 1986 et 1987 
(respective111ent 0,9, 1,9 et 1,7 \) aontrent que l'industrie djiboutienne a 
connu une periode de stagnation prolongee. 
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Djibouti a longte11ps servi d'entrep0t i l 'Ethiopie et i la Soaalie du 
Nord. La contribution du secteur .. nufacturier aux exportations est 
negligeable. r.a quasi-totalite des .. ueres preaieres, des deai-proouits et 
des biens d'equipeaent utilises par l' indus:.rie sont iaportes. Le 
developpement des relations entre les entreprises djiboutiennes et la 
valorisation des ressources locales peraettraient d'attenuer la dependance i 
l'igard des apports iaportes, .. is la cherte des .. tieres preaieres continuera 
sans doute i representer un lourd fardeau pour le secteur industriel. 

La laiterie publlque a subi des pttrtes trois annees de suite i cause de 
difficultes techniques, d'une aauvaise gestion et de CoUtS eleves. Elle 
devrai t et re renovee de fond en coable et protegee cont re les iaportat ions. 
Il est trop tot pour evaluer le fvnctionnement de l'entreprise publique 
d'aliaents pour ani .. ux dont la pcvduction n'a C01111ence qu'en juin 1988. 
L' installation pour la •ise en bout•illes de l 'eau, une entreprise •ixte, a 
realise des profits au cours des deux pre•iires annees de fonctionneaent, aais 
les ventes ont chute en 1985 et 1986 •t la societe a subi des pertes. 
'foutefois, les ventes ont rebondi en 1987, peraettant i la societe de realiser 
un modeste benefice. Le fonctionnftlltnt des entrepris~s privies revele des 
tendances contradictoirP.s. Les insuffisances enregi . .;trees i cet egard sont 
souvent iaputees i !'existence lli capacite excedentaire, i l'inefficacite de 
l 'entretien et i un approvisionneaent irregul ier en aatieres preaieres et en 
pieces detachees. Toutefois, par•i les 10 entreprises du secteur prive 
etudiees, 8 ont realise des profits en 1987. 

Dans l' industrie ali•entaire, le groupe le plus nombreux d'entreprises 
est represente par les boulangeries, qui ont prolifere au cours des dernieres 
annees: une fabrique de creae glacee, actuelleaent en cours de construction, 
va produire une aarque de creae glacee qui etait jusqu'ici integraleaent 
iaportee par le promoteur. Le sous-secteur des ali•ents et boissons devrait 
evoluer dans le sens d'une substitution des fabrications locales aux produits 
et aarques qui sont actuelleaent i•portees. Une fabrique dt= pites et de 
biscuits pourrait s'averer viable, tandis que la construction d'un nouvel 
abattoir pourrait itre COllpletee par celle d'une installation de traiteaent et 
de conditionne•ent de la viande. Le secteur de la piche est en expansion 
rapide et l'on aura bientot besoin, pour tirer pleine•ent parti de son 
potentiel, d'installations de stockage et de traite•ent. 

Les plans de construction d'une tannerie gagneraient a etre reexaaines vu 
la contribution que cette entreprise pourrait appocter a l' industrie 
djiboutienne du cuir en teraes de valeur ajoutee. La deaande de chaussures 
est satisfaite dans une large aesure par des i•portat ions en provenance de 
Chine et de Hong-kong, qui se sont elevees au total i 684 tonnes en 1985. 

L' industrie du bois et l' industr ie de trans format ion des •et aux sont 
surdiaensionnees par rapport au aarche local. Les produits finis iaportes, 
vendus a des prix coap6titifs, posent un probleae grave. En 1987-1988, trois 
entreprises ont du arriter la production. Il y a peu de possibilites de 
developpeaent dans ce aecteur. 

Il y a trois usines de produits chi•iques de base. La construction d'une 
raffinerie de pitrole d'une capacite annuelle de 5 •illions de tonnes devrait 
C<>Mencer en 1989. On COllpte que la realisation de ce projet donnera une 
vigoureuse i•pulsion i l' induAtr ie chi•ique du pays. Malgre la pred<>11inance 
des plastiques iaport,.'l et la faiblesse des econoaies d 'echelle liee a 
l"etroitesse du marche '.nterieur, la. ~roduct ion d •articles en plast ique se•ble 
justifiee. Par exeapl•, les recipients en PVC produits par !'installation de 
•i-e en bouteilles de l'eau supportent, du point de vue des prix, la 
concurrence des articles iaportes. 
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Malgre l"existence de ressources ainer•ies appropriees. Djibouti est 
presque entierP.aent tributaire des aateriaux de ccntruction iaportes. Les 
projets d•une ciaenterie et d"une briqueterie ont ete abandonnes i la suite 
d"etudes de aarche def~vorables. 

Il est incontestable que l "exiguite du aarche interiEur est un obstacle 
au developpeaent industr iel. Le aarche de Djibouti. qui coaptai t au total 
4S6 000 habitants en 1986 et ou le revenu par habitant n•etait que de 
276 dollars en 1984. est certaine11ent pet it et pauvre. En effet. le pouvoir 
d"achat est concentre entre les aains d"une fai~le fraction de la population. 
i savoir les residents etra09ers et l"araee fran~aise. Le aarche des biens de 
conso..at ion est doaine par les i11p<>rtat ions. et la prefer"!nce des 
consa..ateurs va aux produits de qual 1te. i l "eaballage perfect ionne et aux 
aarques de fabrique connues. Ces facteurs font qu• il est difficile pour les 
produits locaux de penetrer sur le aarche. 

Une solution viable qui s•offre i Djibouti consisterait i intensifier les 
echanges avec ses voisins et avec d'autres pays d"Afrique orientale. Djibouti 
jouit d'un regiae particulierement favorable dans le cadre de l'accord portant 
creation de la zone d'echanges preferentiels (ZEP) signe par Djibouti, 
l'Ethiopie, la Sollalie et 11 autres £tats africains. A present. les echanges 
de Djibouti avec les pays de la ZEP sont faibles - ils ne representaient 
en 1986 que 10.6 \ des iaportations et 9.8 \ des exportations - aais il existe 
certaineaent des possibilites d"expansion. Toutefois. pour prendre pied sur 
les marches des pays vo1s1ns. Djibouti devra suraonter l'obstacle que 
represente l"existence dans ces pays de secteurs industriels relativeaent plus 
developpis. Le succes d"une croissance industrielle induite par les 
exportations dependra ,.n fin de coapte de l "aptitude de Djibouti i suraonter 
de noabreuses difficultes dont la plus i•portante tient i ses couts de 
prodaction Ueves. La position strategique de Djibouti dans la region de la 
•er Rouge et ses liens culturels et politiques etroits avec les Etats arabes 
font signe vers un autre aarche d"exportation potentiel. Ces pays sont tres 
dependants des iaportations d'articles manufactures. L'Organisation arabe de 
developpeaent industriel (OADI) pourrait •ettre sur pied des arrangeaerts 
comaerciaux speciaux en vue de favoriser les entreprises aanufacturieres i 
Djibouti. 

I.e pays est lourde•ent tributaire de l'assistance exterieure. Jusqu'ici. 
les activites de cooperation technique ont porte principale•ent sur la 
creation de services d'infrastructure. La part de l"industrie dans le budget 
de cette assistance n'etait que de O, 1 \. Le gouverneaent serait heureux de 
voir les activites de cooperation technique aultilaterale et bilaterale 
contribuer i renforcer le processus de diversification econoaique par le biais 
de !'industrialisation. 



1. DB EcmDllr OF DJilliOUTI 

1.1 If.cent econoaic trends 

the economy of Djibouti has passed through an extended period of econoaic 
stagnation since 1983, vith the exception f'f a temporary upturn in econoaic 
growth in 1986. Growth of GDP in real ter:as averaged hardly 1 per cent during 
1983-1988. In an atteapt to restore the level of aid payments and attract a 
vlder range of donors the governaent organized a Donors• Conference in 
Koveaber 1983. This vas only a qualified success. Although pr011ises of 
funding vorth $180 aillion vere received during and after the Conference, 
these covered only a fraction of the projects put forward. The governaent 's 
internal financial difficulties have been exacerbated by declining 
international sup~rt which failed to stem the dovnvard trend in budgetary 
capital receipts.II 

Budgetary support, principally froa France, also shoved a dovnvard trend 
in the 1982-1986 period. In order to aeet expenditure the government has had 
recourse to its reserve fund which fell froa DFlO billion to DF3 billion 
between 1981 and 1985. In 1986 the governaent 's financial situation became 
critical. Receipts on current account fell by 8 per cent and the deficit 
soared to DFZ .3 billion - excluding arrears on debt servicing estimated at 
DF3.5 •lllion. On tvo occasions in 1986 the governaent had to delay salary 
payments to the civil service. By the end of the year treasury reserves had 
fallen to DF500 aillion. In an attempt to restore budgetary equilibriua the 
governaent introduced nev taxes on lu:ury imports im.d cut expenditure by 
10 per cent, by placing a freeze on civil servant pro110tions and a series of 
austerity aeasures. 

These measures reduced the current account deficit to about DF640 million 
in 1 i7 and it was likely to remain at this level in 1988. Revenues were 
expected to increase by DFl.l billion froa 1987 to 1988, vith the increase 
generated by nev fiscal measures rather than an improvement in the country's 
econoaic performance (see Annex Table A-1). This is a considerable 
achievement but it still leaves the governllent dependent on budgetary support 
frOll external sources. France seems to bear most of this burden. After 
reducing its support froa FF67 .5 million in 1985 to FF60 million in 1986, 
payments were increased to FF82. 7 aillion in 1987 and FF85 million in 1988. 
High levels of current expenditure on salaries, debt servicing and the armed 
forces tend to prevent the government achieving its target of budgetary 
equilibrium and developmental goals. 

In 1987, Djibouti's external debt totalled DF47.8 billion 
($266.5 aillion) compared with DF42. 7 billion in 1986. h:temal public debt 
servicing charges in 1988 stood at DFl.07 billion, representing about 6 per 
cent of the total budgetary expenditure, and a further DFl.55 billion for the 
para-public ent,rprisea and publicly guaranteed debt. Most of these loans 
have been granted on concessionary terms, few of them have been arranged 
through the financial markets and none are at variable interest rates. 

Servicing charges on para-public and publicly guaranteed debt are 
expected to peak in 1991 at DF2.4 billion, falling steadily to DF2.2 billion 
in 1996. The governm~nt had to fund the servicing charges on the internal 
public debt, DF280 million in 1988, and pension payments of DF43.5 million. 

1/ In the wake of declining international budgetary support capital receipts 
fell by 55 per cent between 1~82-1987. 
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Set against the GDP of about DF60 ailllon, Djibouti ls one of the aost heavily 
indebted countr~es in Africa. The country's debt service payaents rose froa 
$3.9 ai!lion in 1984 to $7.3 aillion in 1986. 

The govermient depea.ds on capital inflows to finance debt servicing but 
these inflows have declined in recent years and are likely to decline still 
further in the aecllua tera. If Djibouti does default on debt repayaents it 
will discourage further overseas investaent. Rescheduling is a short-tera 
solution. Taking a long-tera perspective, however, further finance will be 
needed to promote the zrovth of productive sectors if the government ls to 
generate the f1Dlds needed for repayaent. 

Djibouti 'a exchange rate ls based on a fhed parity with the dollarll 
at a rate of DF177. 72 = US$1. In recent years this has proved a •heel 
blessing. The recent depreciation of the US dollar has led to an increase in 
the price of non-dollar iaports, which accounted for 97 .2 per cent of all 
iaports in 1986. lloreover, the free convertibility of Djibouti franc against 
foreign currencies has allowed capital flight. An IMF alssion to Djibouti in 
1986 projected a aecli1m1-tera decline in capital flows froa overseas and a 
consequent deterioration in the balance of payaents in the period up to 
19911/ (see Annex Table A-2). 

Djibouti has had a balance of trade deficit since independence in 1977 
and this ls likely to remain a proalnent feature of the economy in the long 
tera. Virtually all Djibouti's needs are aet by imports and there are few 
exports. In 1986 total imports (c.l.f.) were DF33,106 aillionl/ and exports 
DF3,628 million giving a deficit of DF29,478 ailllon, which represena about 
50 per cent of GDP. The balance of trade has illproved since 1982, when the 
deficit peaked at DF37,965 allllon, largely due to a reduction in the vol1m1e 
of imports. The value of exports has remained relatively constant throughout 
the 1980s. Other than the introduction of 5 per cent surtax on aost non-food 
imports in 1982 the govermaent has done little to restrict iaports and the 
decline witnessed since 1982 ls a syaptOll of the country's econOllic stagnation. 

In 1986 exports of animals, in transit froa Ethinpia and Somalia, and 
exports -lf food, in transit to F.thiopia 5 accounted for 34 per cent of export 
transactions. Taking acco1Dlt of these factors World Banlt aissio~/ estimates 
indicated that external funding was necessary to cover the resource gap, debt 
servicing and the profits on foreign investment. In the period up to 1982 

1/ The parity system is discussed in World Banlt, 1£2nomic Situation and 
Prospects of D1ibouti, Report Ro. 4692-DJI, 1984, p. 17. 

ll Cited in Indian Ocean Bevsletur, Special Report, "DJ ii..o1uti: Financial 
Problems Loom", 1986, p. 7. 

l/ Government sta:,stics on exports should be used cautiously. Export 
statistics do not 1ncil1de exports of non-factor services such as the port 
and airport. Ror do they include the purchases of special status 
agencies - pdncipally the purchases of French ailitary personnel, 
regarded as non-residents, from the local business coanunity. 
Furthermore, the exporte identified are mostly goods in transit to or 
from Ethiopia and Somalia, i.e. re-exports. 

!/ World Banlt, 1'onomic Situation and Prospect• of Diibouti, Report 
lo. 4692-DJI, 1984, p. 10. 
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grant funds frOll abroad covered these payments and even allowed the governaent 
to build up foreign exchange reserTes. Since 1982 the balance of payments 
situation has deteriorated, despite a reduction in laports, as grants from 
abroad have been reduced. This has forced the government to drav on reserTes 
and resort to long-tera borrowing. 

The price index!/ indicates that, after a sharp rise in prices in 
1979/80, prices held relatively stable during the 1980-1984 period. With the 
depreciation of the dollar and the rising cost of vegetables iaported from 
Ethiopia, prices rose steadily froa 1985 to 1986. The rate of inflation is 
thought to have slowed since then. Inflationary pressures, it should be 
pointed out, are external since the economy produces very little and depends 
alaost entirely on iaports other than in the serTice sector. Djibouti's 
fundaaental problems stem largely frOll lack of diversification of the econ011Y. 

1.2 Economic structure 

Djibouti's population w&a estimated at 456,000 in 1986. With a per 
capita GDP of $788 in 1984 Djibouti would appear a strong economy by African 
standards. but the oer caoita incoae dat.ZI conceal the comtry's true 
econoaic situation. According to the governaent 's corrected statistics, GBP 
per capita was only $276 in 1984 - well under half the average for African 
countries. 

At independ~:ce in 1977. Djibouti inherited an economy leaning heavily on 
French support in every sphere of socio-econOllic activity. The productive 
sectors were virtually non-existent. There were no exports other than sales 
to the non-resident expatriate comunity and comissio:ts on re-exports to 
Ethiopia. All Djibouti's food and consumer needs, other than soft drinks, had 
to be aet by imports. Little attempt had been made to incorporate the vast 
majority of the rural-nomadic c··munity into the economy. 

The economy revolves aromd the service sector which accounts for nearly 
77 p~r cent of GDP; 36.8 per cent from trade, restaurants, hotels and bars, 
8.3 per cent froa transport, mainly the port and the railway. Djibouti lacks 
the means to develop a balanced and independent economy. Levels of education, 
training and business experier.ce outside the service sector are minimal. High 
unemployment and the high cost of living discourage saving, while the banking 

l/ There i3 no retail price index for Djibouti. Statistics are based on an 
index compiled to reflect the consumption patterns of the European 
expatriate co11111U11ity. Prices are generally high in Djibouti since 
everything has to bear the cost of freight and importers mark-ups. Most 
goods are sold at free market prices although the government does control 
the price of essential foodstuffs and household goods by fixing an upper 
and a lower wholesale and retail price. The market price list is 
periodically adjusted to take account of changing costs. Petrol prices 
are also fixed by the government which manages a price equalization 
accomt. 

1./ If correction is made for tne high r.ost of living in Djibouti and the 
presence of a large expatriate coaaunity, considered as residents for the 
purpose of national accounts, the per capita income falls markedly. The 
trend in the moat recent years must have recorded a downward slide in the 
face of sluggish economic environment. 
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system, developed to meet the needs of tbe expatriate and trading comaunities, 
is 1Dlable to mobilize those domestic sav'i.~s that do exist for investment in 
long-tera development projects. 

Despite these handicaps the young Republic achieved steady economic 
growth averaging 3.5 per cent per year during the first four years of 
independence, 1978 to 1982. Public fixed investment grew by 37 per cent over 
the period reaching DF13,391 million in 1982 - 21 per cent of GDP. There vas 
also a surge of public sector investment, aost of which was directed towards 
housing and transport. In these circW1Stances it is 'tt~rdly surprising that 
the construction sector recorded the fastest rates of grovth, averaging 
13.8 per cent over the four y~ara. Agriculture, virtually non-existent before 
independence, also experienced sustained grovth, as did the administrative 
sector. 

To a large extent these successer: were not akin to the realities of a 
sustained pace of expansion. Investment was almost entirely funded by aid 
frOll abroad, which totalled DF42.4 billion in the first four years after 
independence, excluding budgetary support and substantial finance for the 
armed forces provided by France. These payments together with the fiscal 
opport1Dlities generated by an expanding econOllY, doubled governaent revenues 
in four years l'nd pushed the budget into surplus in 1980 and 1981. Aid 
payments also protected the current account froa the rapid growth in cons'mler 
demand and imports, which were, other than a 23 per cent import tariff, 
tmrestricted due to the governJDent's open trade policy. Much of the consumer 
boom too was funded from the outside, by a sizeable French expatriate 
COllDUl?ity. Free tradP. gave little opportunity for infant industries to find 
their footing, while the free convertibility of the Djibouti franc, allowing 
capital flight, high factor costs and the attractive profits possible from 
trade discouraged private investment in productive sectors. Despite the rapid 
growth in the economy up to 1982, private sector registered employment 
incr~ased by an average of only 1 per cent during th~ period and in 1982 less 
than ten per cent of the work force was, officially, employed. 

The employmen~ situation appears less dismal if unregistered employment 
is taken into account. There were approximately 1,300 domestic workers, 
3,000 persons in stable employment, 1,500 seasonal workers (most of them 
employed in the construction industry), and about 2,000 persons with stable 
jobs outside the capital who were not registered in 1983, represented 
approximately 20 per cent of the work force. To these may be added the 65,000 
nomads - 37,000 of whom are of working age - who, not withstanding the gradual 
drift to the capital, take little part in the national economy and cannot be 
considere~ as part of the disposable labour force. 

Statistics on employment in the informal sector are inevitably shaky but 
it is true to say that virtually all males without full-time employment are 
engaged in some informal sector activities. A survey of ent.~rpri.-es in the 
informal sector by the International Labour Office (ILO) in J.982 identified 
427 informal sector enterprises employing 2,543 persons, 41 per cent working 
in the service sector and 38 per cent in manufacturing enterpt'ises .. l/ 

1/ International Labour Organization, Le Secteur t.'QJl::i.tructure A DUbouti, 
1982, p. 29. This survey ignored approximately ~.lot enterprises engaged 
in the transport sector (taxis and minibuses) ea!)loying 7, 700 persons, 
1,700 small shops employing 8,500 persons and a potontially larger number 
of ambulant salesmen. Altogether, at least 24,000 versons were employed 
in the informal sector at this time compared with 21, 902 in registered 
employment. Since 1982 the numbers ar~ likely to have increased. 
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Although the inforaal sector is likely to re11ain the principal source of 
uaployaent for the near future, 'aopping up' labour that cannot find work in 
the foraal sector, there is an urgent need to generate e.ployaent 
opportunities in the foraal sectors of the econQllY where e.ployaent conditions 
are better and wage rates are higher. However, the level of wages and 
suppleaentary charges together with the complexity of the labour legislation 
inhibit investaent and the creation of new e.ployaent oppurtunities. Given the 
low levels of private sector investaent, levels of training and high wage 
costs - factors that discourage the creation of job opportunities in the 
private sector - the govemaent will have to take the lead and this will 
demand a large public sector financial commitaent which the governaent is 
increasingly unable to support. 

The tertiary sector as a whole accounts for 47.2 per cent of e.ployaent, 
even vb.en those employed in governaent are excluded. Transport and 
cOllllUllications, services (including finance and restaurants, hotels and bars) 
and c01merce are the largest sources of eaployaent. In fact aanufacturing and 
food industries employed only 769 persons, 3. 6 per cent of the total work 
force, at the encl of 1987. This was only 10 persons aore than in 1978, t-.he 
year after independence. hen at the peak of the post-independence boOll, in 
1980, the llUlUfacturing sector employed only 1,189 persons, 8 per cent of the 
work force. 

Djibouti is prhaarily a service econQllY. The service sector accomted 
for 76.8 per cent of GDP in 1984 (see Table 1.1), a proportion that had 
changed little since independence, despite the government's efforts to proaote 
balanced economic growth. Its main sources of income are the port and the 
railway, which are dep@ndent on the transit trade with Ethiopia and 
international comaerce, restaurants, hotele and bars whose clientele is the 
expatriate co111DU11ity, and the public adllinistration which receives 
considerable budgetary support from France. Performance of the agricultural 
sector has improved markedly since 1977 but it remains the smallest sector of 
the economy. Industry's performance over the post-independence period has 
been short of expectations, indeed since 1982 the sector has seen little or no 
real growth despite requests for external funding to support an ambitious 
development progr1U11De and the generous incentives offered to the private 
sector. 

The expatriate coJllDUllity, estimated as 10,000 persona in 1987, consisting 
of French servicemen, thought to number 3,500, aid workers and technical 
assistants constitutes an important segment of the service sector. In 1983, 
the contribution of the expatriate coJllDUllity to GDP waa estimated as 43 per 
cent .11 Since independence, however, the nmaber of French troops baa been 
cut by half. Their purchasing power, and tt..at of French co-operants, has also 
been cut back by reduction in the overseas allowances given by the French 
government. This has particularly affected shops, restaurants and bars which 
depend heavily on expatriate customers. Between 1978 and 1984 the 
contribution of trade, hotels, restaurants and bars to GDP fell from 36.8 per 
cent to 15.6 per cent. 

1/ Maurice, P., "Djibouti. Chronique Economique et Demographique", Annuaire 
dc1 Pays de l'Ocean Indien, Volume 9, 1982/83. 
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Table 1.1: Distribution of GDP by sector of origin. 1977-1984 
(Percentage share at aarket prices) 

1977 1978 1979 1980 1981 ::.982 1983 

Priaary sector 3.6 7.4 5.8 5.3 3.~ 4.3 4.3 
Agriculture, livestock 
and fishing 3.6 7.4 5.8 5.3 3.7 4.3 4.3 

Secondary sector 17.0 14.7 14.4 14.d 17.3 18.1 19.0 
Ranufacturing 6.3 8.2 7.4 7.4 8.3 8.1 8.2 
Electricity and water 3.2 3.3 2.9 2.6 2.0 2.5 3.2 
Construction and 
public works 7.5 3.2 4.1 4.8 7.0 7.5 7.6 

Tertiary sector 79.3 77.8 79.6 79.8 79.0 77.6 76.7 
Trade, hotels, bars 
and restaurants 36.8 23.9 23.45 23.0 18.6 16.6 15.7 
Banking, insurance, 
real estate and 
business services 5.2 6.7 6.2 7.1 3.7 4.7 4.8 
Transport and 
comnmicatlons 8.3 8.6 7.9 8.0 10.0 9.7 9.8 
Govenment 15.0 23.l 24.3 22.8 27.9 27.1 27.0 
Other services 2.3 0.9 1.5 1.4 1.5 1.5 1.5 
Import duties and 
taxes 11.7 14.6 16.3 17 .5 17.3 18.3 17.9 

1984 

4.4 

4.4 

18.8 
8.2 
3.2 

7.4 

76.8 

15.6 

4.9 

10.0 
26.9 
1.6 

17.8 

Total 10.Q.....0 !2M JJm..1>. ~ 122....Q ~ l2L.2 lO..fLll 

Sources: AnJ1uaire Statistique, 1986, p. 128; and World Bank, Economic 
Situation and Prospects of D1ibouti, 1984, p. 70. 

The informal sector, whose contribution is ignored in national income 
statistics, has a slightly different structure. About 65,000 nomads - 15 per 
cent of the population - follow subsistence mode of production, living off 
their herds and having little contact with the modern economy. In urban areas 
on the other hand, between 75 and 80 per cent of the work force are employed 
in informal sector activities, excluding those working in registered 
enterprises but not formally employed. Moat of these activities can be 
claHified as servic.es - retail selling from shops or by temporary salesmen, 
restaurants and repair se· ·rices. According to a International Labour 
Organization survey of 19821/ which excluded retail salesmen and the 
transport sector and so underestimates the scale of the informal sector, the 
average value added of the 427 informal sector enterprises numerated was 
DF474,000 per month, an amiual total of DF2,429 million or almost 4 per cent 
of the officially recorded GDP. 

1/ ILO, Op. cit. 
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In the years before independence the railway line to Addis Ababa and the 
re-export of products destined for Ethiopia were an important source of income 
for Djibouti. Following the outbreak of the Ogaden war in 1977, the line was 
cut f~r two years. Traffic has never fully recovered (Table 1.2). During the 
drought of 1984 to 1986 traffic reached three quarters of the pre-independence 
level as Djibouti provided a channel for food aid entering Ethiopia. In 
nonaal circumstances, however, Ethiopia prefers to use the port of Assab, 
despite port charges 30 per cent higher than at Djibouti and considerably 
longer delays. At present only 7 per cent of Ethiopia's exports and 20 per 
cent of the total trade ~ass through the port and the Ethiopian goveI'Dllent has 
consistently refused to coanit itself to increasing the trade along this 
route. The signing of an agreement vi th COMECOR to finance an Addis 
Ababa-Assab rail link, while dismissed by the Chemin de Fer Djibouto-Ethiopien 
on the grounds of cost - estimated at $1,372 million against $250 million for 
rehab ill ta ti on of the existing line - may signal a further long-term decline 
in the volume of the trade. 

Table 1.2: Traific on the Diibouti-Ethiopia railway. 1974/75-1987 
('000 tonnes) 

1974/75 1980/81 1982/83 1984 1986 

Djibouti to Ethiopia 195 76 91 110 199 
Ethiopia to Djibouti 158 64 71 94 86 
Internal traffic 100 123 55 65 66 
Total 453 263 217 269 351 

Source: Chemin de Fer Djibouto-Ethiopien. 

Rote: Statistics for the period 1975-1979 are not available. 

1987 

135 
100 
47 

292 

The decline in the transit trade to Ethiopia has affected the port, so too 
have the developments in modern shipping and the closure of the Suez Canal in 
the mid-1970s anu subsequent development of the Cape route. Djibouti faces 
competition from other regional ports - notably Aden and Roddeidh - in terms 
of port facilities and charges. As a result the number of ships calling at 
the port has fallen 28 per cent since independence. While the volume of 
merchandise disembarked at Djibouti has increased by 72.5 per cent over the 
same period, much of this increase is acco1Dlted for by the growth in impo1:ts 
to Djibouti, from 120,000 tonnes in 1977 to 225,000 tonnes in 1986. Exports 
and registered trans-shipments combined have grown by only 32 per cent over 
the same period. 

The growth of container traffic since the opening of the container 
terminal in 1985 offers some consolation (Table 1.3). Djibouti Hu at an 
international maritime crossroad and, with the development of further 
container facilities and careful management, this particular tr&n8hipment 
service could compensate for the loss of revenues accruing from b1Dlkering and 
other facilities. The port has also benefitted from increased military 
activity during the 1980s but, with the end of the Gulf War, this windfall may 
come to an end. 
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Table 1.3: DeveloPllent of the Port of Diibouti. C01mercial shipping, 
1976-1987 

1976 1978 1980 1982 1985 1986 1987 

Ship entries 1,166 998 920 794 830 844 
Merchandise ('000 tonnes) 

38~/ Diseabarked 270 281 299 471 466 408 
Ell barked 25~/ 124 114 97 139 155 176 
Transhipped 55 25 37 48 84 60 

Fuel ('000 tonnes) 764 861 853 458 373 456 
Water ('000 cu•) 147 131 132 84 87 114 
Container movements 

Sour~e: Port Autonoae International, Statistiques Portuaires and DilfAS, 
!nnuaire Statistique, various issues. 

•l Includes transhipments. 

Up-to-date government statistics on the structure of aid payments are not 
available. OECD statistics, however, indicate that about 80 per cent, 
$371.7 aillion, of the $464.2 million aid disbursed in the period 1980 to 1985 
has been given by bilateral donors. France and the Arab OPEC States have been 
prominent among these donors. About two-thirds, $316.8 million, of this aid 
has been given as grants. In view of Djibouti's financial problems this 
proportion needs to be maintained. 

Since 1982, the state of public finance has deteriorated steadily. 
Current account receipts have stagnated, partly because of the decline in port 
and railway activity but also because the government has had ~ifficulty 
recovering taxes. By the end of 1986 the value of 1Dlrecovered taxes was 
estimated as DF3 billion. At the same time expenditure has increased, despite 
government efforts to hold it back. The armed forces and the administration 
account for the largest part of this increase and now acco1Dlt for about 75 per 
cent of government expenditure. The salaries of civil servants alone 
represent 60 per cent of the budget despite the fact that civil service 
salaries have been frozen for several years. Debt servicing is also a growing 
burden on the budget rising from DF678 million in 1986 to DFl.3 billion in 
1988. 

Despite the increasing burden of taxation on the economy and stringent 
auaterity measures it is 1Dllikely to achieve equilibrium in the near future. 
Reduced budgetary support also weakened the balance of payments, wearing down 
foreign exchange reserves. Bor has the government been able to stimulate 
private sector investment, from home or abroad, by means of the generous tax 
concessions offered to inveators through the Investment Code promulgated in 
1984. As a result private capital has bc:en directed towards the service 
aector, and co•erce in particular, where relatively quick returns at a high 
rate are assured, while industry has seen little investment. 
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A significant restructuring of the econOllY is deemed vital for parrying 
the sectoral iabalance in the development process, i.e. , having a large 
service sector at lov level of development. In the sphere of econoaic 
diversification industrialization stands as a realistic option >lpen to the 
governaent. 

J.3 An overyiev of the manufacturing sector 

?he legacy of Djibouti's manufacturing sector is characterized by pseudo 
development of industrial enterprises vhich failed to create the base for 
fostering industrialization. A cigarette factory and a plaster aaking plant 
established in the late nineteenth century, for instance, had been closed down 
by aid-1930s. An ent ~rprise exploiting the comitry's aineral vealth, the 
~oapagnie des Salines du Ride et de Djibouti, ceased to exist in 1957. During 
the pre-independence era less than 10 per cent of the country's population 
vere literate and fever still vere capable of installing and aaintaining 
aachinery • keeping accounts or carrying through the detailed feasibility 
studies needed to identity proaising product areas. 

At independence in 1977 Djibouti's manufacturing sector encompassed an 
ice factory, a soft drinks bottling plant, a gas bottling plant, a bitmen 
factory, several bakeries and pre-fabricated joinery workshops and, in the 
inforaal sector a fev artisans producing tourist curios, simple clothing, 
jewellery and traditional sandals. Djibouti's achievements in the eleven 
years since independence are formidable. Bevertheless, Djibouti lags far 
behind its neighbours, indeed aost of Africa, in the field of industrial 
development. 

?he contribution of manufacturing to GDP vas only 6. 3 per cent in 1977. 
?his increased to 8.3 per cent by 1981 but has since remained relatively 
constant. ?he manufacturing sector's contribution to eaployaent is also 
limited. Of 15,302 employees registered vith the CPS in 1988, only 808 vere 
employed in manufacturing industries and the artlsanal sector. ?he number of 
employees rose froa 699 in 1978 to 1,189 in 1980 but subsequently fell to 769 
in 1987 and has since remained relatively constant. 

The concentration of investment in large industrial enterprises, rather 
than the saall business sector, has been one factor in maintaining a low level 
of employemt in the manufacturing sector. There are three public enterprises 
vhich all are capital lntensi ve • using modem labour saving teclmology. The 
capital expenditure per full-time employee at the milk factory is 
DF23 million, DF20 million at the animal feed factory and DF3.5 million at the 
water bottling plant. This is equally true of recent investments in the 
private sector. The capital investment per full-time employee works out at 
DF13.2 million at SOPIRAD and DF14.3 million at SIAD, the lee cream factory 
currently under construction. At the soft drinks bottling plant labour saving 
machinery is used extensively. 

The vast majority of enterprises enumerated by the Caisse de Prestatlons 
Sociales (CPS) are small businesses employing less than ten persons. Using 
the more detailed breakdown of enterprises provided by the quarterly CPS 
payment Reglsterl/ for 1988 • only ten private sector manufacturing 
enterprises employing more than ten persons can be identified. Six of these 

1/ Caisse de Prestatlons Soclales, Quarterly Register of Employees and 
Salaries, August 1988. 
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were aet-up after independence. the suae Register lists only three prhate 
sector ca.paniea employing aore than thirty persona. Two of these were a.?t up 
before independence: the Glacierea Coubeche established in the 1190s, its 
affiliate the Coca-Cola Bottling Factory established in 1964. the other, 
SOPillAD established by SOGI~ - a prhate coapany holding a aonopoly on the 
illport of Jchat - in 1983 with a capital of DF750 aillion proTided by the 
parent coapany, accounts for a least one third of the prhate investaent in 
the industrial sector since 1977. .l fourth large-scale enterprise, the ice 
ere• factory, SI.AD, which la another affiliate of GlacUrea Coubechea, ia 
presently under construction. the anticipated capital inYeataent la 
DF451.5 aillion. 

there are fev linkages within the ..nufacturing sector or between 
industry and other sectors of the econ0117. All the existing unufacturing 
enterprises depend on iaported aaterials, sad-finished goods and, with the 
exception of the water bottling plant and the brick factory, raw aaterials. 
Ro capital goods are produced and aost of tile enterprises are orientated 
towards the conauaer aarltet. the goTemaent has, however, sought to pr0110te 
linkages by establishing an anillal feed factory, whose products augaent 
pastoral production, and encouraging the establisbaent of a flour aill to 
fumish the growing n'mlber of bakeries. there are other linkages betveeen the 
brick factory, joinery workshops and gas bottling plant and the construction 
sector. 

Djibouti's llallufactured ezporta are negligible. The public sector 
COllPUlies are all oriented towards the domestic aarltet and iaport 
substitution. the only recorded ezporta froa the priTate sector are: ailled 
bran to India froa the flour aill (currently eatillated at 250 tonnes per 
llOllth), occasional sales of carbon dioxide to Ethiopia and Somalia froa the 
Coca-Cola plant, sales of bottled gas to Somalia in 1916 by .Air Liquide and 
the sale of one order of aluainiua joinery products to lladagaacar by Bajwal 
.llaainiua. Fundamental constraints coupled with low levels of investaent in 
both the private and public sectors illpede industrial "take off". 
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2. SHll'TUD AllD PDFOlllOCK OF Dll ll&EFACTIJUBG SECrOR 

2.1 Growth and structural ch•~l/ 

Ib.e 11111ufacturing sector in Djibouti seeas to have benefi ttecl frOll the 
spurt in econ011ic activity in the face of a syapathetic rush on the part of 
the donors to help the new State during the years following independence. 
After tvo ~onsecutive years of sluggish growth dnring 1977-1978, llVA (aeasurecl 
in constant 19!0 prices) recorded a 5.5 per cent increase in 1979. Ib.is 
llOllelltua could not be aaintained in the following years as growth of MVA 
faltered to 2.9 per cent in 1980, and plunged to a negative growth rate of 
O. 3 per cent in 1981. Vb.en the econ011ic boOll 1-ediately following 
independence ended in 1982 Djibouti's 11111ufacturing sector recorded 3.3 per 
cent increase in llVA. However, the pace of industrial expansion came to an 
abrupt halt thereafter, with a soabre industrial environaent characterized by 
stagnating and declining growth rates. llVA ~rev by 0.8 per cent in 1983 and 
fell by 1.6 per cent in 1984. llVA growth estiaates of 0.9 per cent, 1.9 per 
cent and 1.7 per cent for 1985, 1986 and 1987, respectively, reveal 
consecutive years of industrial stagnation in Djibouti resulting froa a pause 
in industrial investaent. 

Public sector investaent in the industrial sector is alaost entirely 
funded by grants and loans frOll donor nations and organizations. Ib.e 
governaent's contribution has, in the past, been liaited to the provision and 
clearance costs of State-owned land. There are two wholly State-owned 
enterprises and a aixecl industrial 1Dlit with little participation by the 
private sector in equity capital. In the private sector 10 industrial lDlits 
are engaged in aanufacturing articles with size of employment exceeding 
10 persons. 

Up to 1982 only three projects had received external flDlding. The water 
bottling plant and an Arabic printing press received DF159 million and 
DF176 aillion, respectively, as part of a $60 aillion gift from Saudi Arabia 
arranged in 1978. Tvo years later the ~uvait Arab Economic Development Ftmd 
agreed on a loan of ~uvaiti Dinars (D) 1.5 million covering 80 per cent of 
the investaent costs of the proposed ailk factory. A further D>300,000 loan 
was arranged for the aillt factory's working capital in 1984. Both loans are 
at a noainal interest rate of one per cent and are repayable over twenty years 
with a five-year grace period. 

In Boveaber 1983 a list of eleven industrial development projects was 
presented to the Donors' Conference. The total cost of these projects was 
estimated at DFll,620 million, only DF779 million (7 per cent) of which was to 
be contributed by the government. One of these projects, the milk factory, 
had already been assured of flDlding. 

The response to the Donors' Conference was disappointing. A cement 
factory project received promises of funding from the Iraqi and Austrian 
governments but the project was eventually abandoned after an unfavourable 
market survey. Excluding the milk factory, only two projects on the list have 
been carried through. The animal feed factory received a loan of 
DF600 million from the Arab Social and Economic Development Fund aa part of a 
Dl.9 million package which included the finance for a new abattoir. The loan 

11 An analytical exposition of structural change in manufacturing la 
constrained by paucity of data on value added and groaa output for the 
sub-sectors of manufacturing. 
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la repayable by the year 2000 at an interest rate of 4 per cent per year. 
Denaark has provided technical assistance. The second project, a paper 
transforaation plant, was financed by private capital and a loan froa the 
Local Development Fund (CDD). Technical assistance for a aarket survey and 
the establlsbllent of the plant was t;>rovided by the French Fond de Aide et 
Cooperation. 

Unable to attract private investment, the State has assmaed a leading 
role in the proaotion of industry through the fonsation of public sector and 
aixed enterprises. The first of these, the Societe d'Exploitation des Eaux de 
Tadjourah, a water bottling plant, was created as a mixed company in 1978 and 
began operations in 1981. The •ilk and animal feed factories, both comple~ely 
State-owned, followed in 1984 and 1988, respectively. 

A concerteu effort is needed to increase the level of public investment. 
Thi~ could be achieved by attracting support froa a wider range of donors. At 
the saae tiae the private sector's contribution to the development progr-e 
would need to be increased, both by encouraging private domestic fixed capital 
foraation and by directing this investaent to the productive sectors. 
Ultiaately, however, industry will only attract funds if profitable investment 
opportunities are available. The poor performance of existing private and 
public sector enterprises does little to attract investors away froa lucrative 
cOllllercial activities. 

2.2 Performance and efficiencyll 

A study of thirteen selected enterprises - two State, one mixed 
(para-statal) and ten private sector comp~uies - revealed that Pleven of them 
are currently working below capacity. Three causes of low capacity 
utilization rate& may be identified: installed over-capacity, poor 
maintenance and interruptions in the supply of raw materials and spare parts. 
Four out of the thirteen enterprises are working below capacity because sales 
potential of the domestic market is smaller than the output of the mini!llUlll 
viable plant. These companies ruled out exporting their surplus capacity on 
the grounds of their 1Dlcompetitive prices on the world market, poor quality 
products and the protection afforded to competitors in neigiabouring 
countries. In seven cases the poor choice of machinery, inadequate 

l/ A regularly updated census of industrial enterprises providing details of 
products, employment, costs and turnover is an essential planning tool 
and the starting point for an analysis of industrial performance. 
Unfort1Dlately, no such census exists for Djibouti. A survey of small 
enterprises in Djibouti City was carried out by DIMAS in 1986. This 
listed 177 enterprises, 75 of 'lhich were involved in manufacturing. The 
list is, however, incomplete, partly because it ignores medium- and 
large-scale industrial enterprises, but, more important, because it 
ignores enterprises in the informal sector. Furthermore, the list has 
not been updated. Ro complete list of medium- and large-scale industries 
has been compiled. In early 1988 the Arab Industrial Development 
Organization (AIDO) requested that the Ministry of Industry prepare a 
register of manufacturing companies for an Industrial Guide to Arab 
Co1Dltries. Questionnaires were sent out to prominent manufacturing 
companies but only eight were returned. This represents only a fraction 
of the existing industrial enterprises. Moreover, there are no published 
statistics on sub-sectoral manufacturing output or value added. 
Consequently, only a general overview of industrial performance can be 
given. 
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aaintenance and the difficulty of acc;.uiring spare parts has led to frequent 
and often prolonged breakdowns. Tvo companies also cOllplained that delayed 
shlpaents of raw materials and packaging materials had forced the plant to 
close dovn temporarily. 

Details of the financial performance of private sector companies are not 
available. However, eight out of the ten private sector companies studied had 
recorded profits in 1987. Only SOPIRAD and DJED had suffered losses. In the 
case of SOPIRAD this situation has now been rectified by the imposition of a 
surtax on cheap - possibly "dlmlped" - imported flour to protect its sales. 
DJED, on the other hand, has been unable to achieve full production because of 
technical problems, sales have plU1mteted and losses have built up over three 
years. The company now faces bankruptcy. 

The failure rate of private sector companies is not known. According to 
CPS statistics, however, of the 99 registered enterprises 23 manufacturing 
enterprises have ceased production. This indicates that 23 per cent of 
manufacturing companies operati!l& during the eleven years since independence 
have cl~sed dovn. The list of trading licences records two clos~r~s in 1987 
whilst seven manufacturing enterprises were established in the same year. 

Some idea about the failure rate of industrial enterprises in recent 
years could be gauged from Table 2.1. A quick glance at the Table reveals 
that the number of enterprises that were closed down in the secondary sector 
during 1986 and 1987 outnumbered the number of enterprises that were 
established. The failure rate has been the highest in public work 
activities. In the manufacturing sector one food industry and one wood 
working unit ceased to exist in 1987, against the establishment of one 
industrial unit in each of these sub-sectors of manufacturing. 

Table 2.1: Creations and closures of industrial enterprises. 1986 and 1987 

Food and beverages 
Clothing and leather 
Wood working 
Construction materials and 

chemicals 
Other industries 
Public works 
Secondary sector 

1986 
Creations Closures 

2 

2 
13 
17 

18 
18 

1987 
Creations Closures 

l 

l 

5 
6 

13 

l 

l 

14 
16 

Source: Service des Contributions Directs, Registry, 1986 and 1987. 

In the public sector both the water bottling plant and the milk factory 
have faced financial difficulties. The milk factory has suffered losses in 
three consecutive years largely because of technical difficulties, poor 
management and high costs. The factory is in need of substantial 
rehabilitation ?nly three years after opening and continued protection from 
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imports. The vater bottling plant achieved "rofits during the first tvo years 
of operations but, following brealtdov.is in 1985 and 1986, sales dropped and 
the coapany recorded a loss. Production and sales recovered in 1987 and the 
company aade a saall profit. It is too early to assess the financial 
perf'>raance of the animal feed factory since production only began in June 
1988. 

2.3 ftanufactured exports and imports 

The unufacturing sector's cc .... dbution to exports is aeagre to the 
extent of being negligible. Djibouti has long served as an entrepot for 
Ethiopia and Korthem Soaalia. In 1987, aanufactured and processed goods 
accolDlted for 64 per cent of the 85, 953 tonnes of aerchandise re-,xported to 
Ethiopia and 95 per cent of the 46,287 tonnes of aerchandise re-exported to 
Soaalia. Although no statistics on the value of re-exports are available, 
they are, undoubtedly~ considerably greater than the DF90.5 aillion of 
Djib<'~ti's exports to Ethiopia and DF237 aillion to Soaalia in 1986. Clearly, 
there is considerable potential for the substitution of products aanufactured 
and processed in Djibouti for this re-export trade. The potential is even 
greater if one considers that re-exports froa Djibouti account for less than 
7 per cent of Ethiopia's total trade. 

Table 2.2: Re-exports to Ethiopia and Somalia. 1987 

Ethiopia Somalia 
Comodity (tonnes) (tonnes) 

Agricultural products 30,389 2,530 
Food industries, drinks 12,640 39,156 
Petroleum products 2,932 1 
Minerals and raw materials 437 10 
Wood, leather, textiles 1,161 1,039 
Metal and metal products 21,201 86 
Electronic and optics 1,977 2,115 
Vehicles 1,061 152 
Cheaical products 12,848 1,065 
Divers products 1,307 133 
Total 85.953 46,287 

Source: Port Autonome de Djibouti and DIRAS, Annuaire Statistigue, 1987, 
(unpublished sheet). 

Djibouti •s strategic positfon in the Red Sea and close cultural and 
political ties with the Arab St 1tes suggest another potential export market. 
Although published government trade »tatistics give no details on market 
destinations, IMF data (see Annex Table A-3.), indicate that Arab States are 
important destinations for Djibouti's exp~rts. Most of the exports, actually 
re-exports (DF947 million, 26 per cent of total exports in 1986) are destined 
for Arab States, Yemen Arab Republic and Saudi Arabia in particular. These 
countries have amall industrial sectors outside the oil processing sub-sector 
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and depend heavily on aanufactured iapor The development of an export 
aarket in these countries for aanufacturen Jds could be greatly facilitated 
by special trade arrangeaents. EntrepreneurH froa these States have already 
shown interest in proaoting aanufacturing enterprises in Djibouti, aiaed at 
both the local market and export to neighbouring States. These initiatives 
could be encouraged. 

Djibouti is also a aember State, with Least Developed State status, under 
Loae III. The tenu of this convention, which runs until February 1990, 
provide for free import of industrial goods into the European C011aunity (EC). 
Trade with Europe - France and Italy in particular - is already well 
established. According to govemaent statistics the EC co1Dltries accounted 
for 49.3 per cP.D.t of iaports in 1985. The value of exports to the EC, on the 
other hand, is negligible. Djibouti could increase this share by following 
the path of other ACP countries in the development of export processing 
industries. These are not necessarily baaed on local raw .. terials. The 
finishing of textiles, asseably and light industries, based on iaported 
seal-finished goods have been particularly successful in the Caribbean and, in 
the African context, Mauritius. Under the present convention, however, not 
all processed goods qualify for exeaption froa quotas and tariffs. Rules of 
origin are applied strictly and exclude a large range of products based on 
iaported seal-finished products. The negotiations for a new convention for 
the 1990s, currently under way, focus on reducing the stringency of the rules 
of origin test. If these are relaxed, Djibouti's position on the trade route 
froa the Far Eastern newly industrializing co1Dltries, which are excluded from 
the convention, will be a particular advantage for the development of export­
orientated processing and asseably industries. However, aost of these 
industries are labour intensive and Djibouti is particularly disadvantaged in 
this respect because of the unfavourable cost structure which could 1Dldermine 
the price competitiveness of products. 

Djibouti's import profile as presented in Table 2.3 shows that food and 
drinks acco1Dlted for aro1Dld one-third of total imports in 1986. Other 
nanufacturing accounted for 11.3 per cent of the country's total imports in 
1986, followed by textiles and shoes (10.8 per cent), that (8.3 per cent), 
petroleum products (7.3 per cent), metal and products (5.9 per cent), 
chemicals (5.8 per cent), vehicles (5.8 per cent), tobacco (4.2 per cent), etc. 

Virtually all raw materials, semi-finished and capital goods used in 
existing industries are imported. When import taxes, c01111issions, freight 
charges and the opportunity cost of maintaining large stocks are taken into 
account the production costs in Djibouti ~re inevitably higher than in 
co1Dltries with a strong resource and industrial base. Freight costs, 
moreover, tend to be higher for the s11aller enterprises using bulk 
coamodi ties, such as the animal feed factory, since they have to spread the 
port costs of bulk carriers over a small quantity of raw materials. 
Containerization offers some prospect of reducing these charges but supplier$ 
of bulk co111Dodities are still unaccustomed to this method of transport. 
Dependence on imported materials also introduces a managerial problem of 
maintaining adequate stocks. Development of linkages within the local 
industrial sector and the valorization of local resources will reduce 
dependence on imported materials but raw material coats are still likely to 
remain a heavy burden for the industrial sector in the long term. 
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Table 2.3: Value of iaports. 1910=1916 (selected Years> 
(DF aillion) 

1980 1982 1983 1984 1985 

Food aud drinks 10,501 8,224 7,448 7,666 9,021 
Tobacco 1,732 1,434 1,694 1,546 1,531 
lhat 2,014 3,201 3,5SO 3,341 3,155 
llinerals 326 281 362 501 286 
Petrole11111 products 2,661 3,864 l,708 3,423 3,507 
Cheaicals 1,517 2,327 2,030 1,822 1,863 
Plastics 313 447 320 321 419 
Paper and prcducts 585 796 633 704 736 
Textiles and shoes 3,370 6,101 4,713 4,121 3,283 
Stone, ceaent and 

ceraaic products 435 508 476 478 351 
Wood and products 594 645 511 418 531 
lletal and products 1,482 1,400 1,561 1,218 1,401 
Fumitur~ 411 559 653 628 475 
Divers machinery 3,946 3,631 4,301 6,206 4,673 
Vehicles 2,871 4,463 4,749 4,532 2,846 
Divers 632 500 674 619 306 

Total 33,390 38,381 37.423 37,544 34.385 

Total including special 
transactions 31,HQ 4Q,12Z 32,lQZ 32,4i5 35,UQ 

Source: DIBAS, Allnuaire Statistiqye, 1987, (unpublished sheet). 

Al Preliminary estimates. 

198~/ 

9,337 
1,354 
2,657 

274 
2,336 
1,861 

552 
851 

3,450 

507 
409 

1,970 
504 

3,609 
1,863 

395 

31,931 

33,1Q6 

Dollar parity has proved a mixed blessing for the industrial sector. The 
free convertibility of the Djibouti franc removes an obstacle for companies 
importing raw materials and capital goods and encourages foreign investors by 
allowing the free transfer of profits. The recent fall in the value of the 
dollar relative to EC currencies has, however, increased the cost of imported 
products, few of which come from the dollar zone. On the other hand, the 
prices of imported finished goods have increased, thereby affordin1 local 
manufactures some protection. 

2.4 Size, ownership and investment patterns 

In terms of investment the wholly State-owned Milk Factory (Laiterie de 
Djibouti) and Animal Feed Factory (SAB) are relatively large in size. The 
State has greater participation in equity capital in the Water Bottling Plant 
(SEIT) (Table 2. 4). All the three enterprises are highly capital intensive. 
The capital expenditure per full-time employee at the Milk Factory is 
DF23 million, compared to DF20 million at the Animal Feed Factory. In marked 
contrast it falls to DFJ.5 million in the Water Bottling Plant. The largest 
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private sector investments are siailarly capital intensive; Societe Portuaire 
Industrielle Aliaentaire de Djibouti (SOPIRAD) engaged in ailling wheat and 
bran has an investment eaployaent ratio of DF13.2 aillion per eaployee, while 
that of SIAD, designed for the prodaction of ice creaa, is DF14.3 aillicn per 
eaployee. 

Table 2.4: State participation in indust:ial enterprises. as of 1988 
(OF ai!lion) 

Water bottling plant (SEET) 
llilk factory 

(Laiterie de Djibouti) 
Aniaal feed factory (SAB) 

Total 

State 

135 

1,248 
600 

1,983 

Public 
enterprise 

50 

50 

Private 
sector 

10 

10 

Total 

195 

1,248 
600 

'-,043 

Source: Accounts of the public sector enterprises and interviews with 
aana!ement. 

The small businesses are far the most cost effective in generating 
employment, ~veraging a capital investment per employee of about 
DFl.5 aillion. The cost is even lower in the artisanal sector. The average 
start-up investment per enterprise in the "informal" manufacturing sector is 
only DF377 ,000 (1981 market prices) and the investment per employee only 
DF60,000. 

The su~-sectoral distribution 
Table 2.5 is based on the Register of 
list is incomplete. It includes few 
of those in the "informal sector". 
1988, 29 enterprises were bakeries, 
and 15 in jewellery making. 

of manufacturing enterprisPs given in 
the Caisse de Prestations Sociales. The 
artisanal enterprises and virtually none 
Of the 76 enterprises in operation in 

19 were engaged in wood and metal products 

Table 2. 6 presents information on the average number of employees in 
small-scale manufacturing units located in Djibouti City. Among the 
small-scale manufacturing activities other manufacturing stands as a 
relatively big source of employment. However, average number of employees per 
enterprise was less than 4 In 1986. 

Despite liberal profit repatriation laws and the generous tax relief 
offered under the Investment Code, Djibouti has failed to attract significant 
fordgn investment to the industrial sector. Since independence only two 
m.:>.;1ufacturlng enterprises with mAjority equity holdings by foreign nationals 
have been set up with an estimated t~tal investment of DFSO million 
($0.5 million). 

-· --------------
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Table 2.5: Registered enterprises 2nd employees by sub-sector of 
manufacturing, 1988 

Enterl!rises Number 
ISIC Sub-sector Registered Operational employed 

3ll2 Dairy products 2 2 62 
3ll6 Grain mill products 1 1 58 
3ll7 Bakeries 33 29 164 
3134 Soft drinks and vater 2 2 401 
3220 Wearing apparel 3 2 4 
33 & 38 Wood and metal products 27 19 40 
3420 Paper and printing 2 1 39 
35ll Basic chemicals 2 2 26 
3523 Soap and detergents 1 1 4 
3560 Plastic products 3 0 0 
3691 Clay bricks 1 1 2 
3699 Non-metallic minerals 1 0 0 
3901 Jewellery 19 15 4 
3909 Artisans 2 1 4 

Total 99 76 808 

Sgurce: Based on CPS data, June 1988. 

Tabl~ 2.6: Small-scale manufacturing enterprises in Diibouti. 1986 

Number of Number of Ave.rage number 
Sub-sector enterprises employees of employees 

Food industries ll .6.2 Ll 

Bakeries 10 4~ 4.9 
Grain mills 4 4 1.0 
Patisseries and ice cream 3 7 2.3 

O~b~r manufacturing i8. ill .Ll 
Shoes 1 2 2.0 
Printing 4 17 4.3 
Furniture (Joinery) 6 20 3.3 
Jewellers 10 35 3.5 
Spare parts 4 7 1.8 
Tailors 33 52 1.6 

I2!.A.1 ll ill 3~ 

Source: DINAS, Carte Commerciale de D1ibouti Ville, 1986. 
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lfor have Djibouti nationals been attracted by the investaent 
opport1Dlities in the manufacturing sector. The level of private sector fixed 
capital formation is low, less than 2 per cent of GDP in 1982, and 11e>st of 
this was directed towards the housing and the transport sectors. Statistics 
on the creation of new enterprises confira that aost of the c011aercial 
investments are in the tertiary sector. In the last quarter of 1987 the 
Caisse de Prestations Sociales registered 71 industrial and artisanal 
enterprises, 69 of which were privately owned, 1 State-owned and another aixed 
capital. 

2.5 Problems and prospects of manufacturing sub-sectors 

Food and beverages 

The development of Djibouti's food and beverages industry has been based 
on the processing of imported raw materials and the aanufacture of products 
from imported concentrates rather than domestic agricultural production. 
Despite this handicap it is the stro!lgest and aost developed industry branch 
acco1Dlting for 85 per cent of employment in the industrial sector at the end 
of 1987. 

The sub-sector is dominated by a single industrial enterprise, the 
Glacieres Coubeche, a privately owned ice factory fo1Dlded in the 1890s, and 
its affiliate the soft drinks bottling plant. The soft drinks factory, 
producing Coca-Cola, Fanta and Sprite under licence, is highly mechanized and 
depends entirely on imported concentrates, bottles and machinery. Despite the 
size of the local market for carbonated bottled drinks no competitors 
producing under a local or international brand name have emerged. Laiterie de 
Djibouti has produced a line of soft fruit drinks packed in cartons since 1984 
but these have had difficulty in penetrating a market dominated by imports of 
fruit drinks. Without a direct competitor producing locally, the Coca-Cola 
factory holds a strong market position and is, reputedly, highly profitable. 

The Societe d'Exploitation des Eaux de Tadjourah, a water bottling plant, 
was established by the State in 1981 with a minority private interest. This 
was followed in 1984 by Lai terie de Djibouti, a public company producing 
reconstituted milk, yoghurts and fruit drinks. At present, the milk factory 
works well below capacity largely due to technical problems. After making a 
loss in 1986 due to repeated breakdowns of plant the water bottling plant has 
regained full production. Despite the benefit of protection from imports 
afforded by surtaxes neither company has been able to secure a predominant 
market share. 

A survey of "informal sector" enterprises carried out b;r the 
International Labour Organization in 1982 iden:.:ified six small grain milling 
enterprises. Only four were listed in the National Statistics Office (DIRAS) 
survey of 1986, and none could be identified in the CPS Register or list of 
trading licences for 1987. The most likely reasons for the closure of these 
enterprises are competition from cheap flour imports and the opening of an 
industrial grain mill, SOPINAD in 1986. SOPINAD too has faced difficulties 
due to imports of cheap flour from the EC, compounded by a prolonged start-up 
periorl and irregular supplies of raw materials. These problems have now been 
overcome with the imposition of a surtax on imported flour and the company 
eY.pects to make a profit in 1988. 
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By far the largest nUllber of enterprises within the industrial sector are 
bakeries. They have proliferated in recent years - there were only seven in 
Djibouti City in 1983, now there are eighteen. As the nU11bers have increased 
production per bakery has fallen froa 17 ,000 loaves per day to only 4,000 
today. Fearing that the increased nuabers and lover turnover of the bakeries 
would lead to a collective and corporate rise in prices rather than the 
coapetitive eliaination of the least efficient, the IUnistry of Finance has 
advised controls on the establisbaent of new bakeries and rigid control of the 
price of bread. Since 1987, the Investaent Code Commission has stopped 
granting tax exemptions to bakeries in Djibouti City and has advised 
restrictions on the issue of trading licences. 

The only processed or prepared foods aanuf actured locally are the 
pastries and cakes produced by bakeries and ice-creaa produced at restaurants 
since 1979. An ice-creaa factory, SIAD, an affiliate of Glacieres Coubeches, 
is currently under construction. This will produce a brand of ice-creaa 
currently imported by the prOllOter using illported concentrates and animal 
fats. A sophisticated and highly automated manufacturing process is to be 
used. 

Further developments in the food and beverages sub-sector can be 
anticipated in the processing of basic foodstuffs, along the lines of the 
flour aill, and the local manufacture of products or brands that are currently 
illported, as in the case of SIAD. A vegetable oil processing plant has 
already been proposed. A feasibility study has also indicated that a pasta 
and biscuit factory could be profitable. There are, aoreover, opportunities 
for the develo()lllent of local food resources. The construction of a new 
abattoir could be complillented by a meat processing and packaging plant while 
the rapidly developing fisheries sector would soon require storage and 
processing facilities to achieve its full potential. Local agriculture is 
unlikely to provide sufficient quantities of fruit and vegetables to warrant 
the develo()lllent of industrial processing facilities. 

Tailoring and leather 

Tailoring is well established as a small scale industry in Djibouti. 
While only three tailors were identified in the 1987 and 1988 trading licence 
Registers, and none were identified in the CPS Register, numerous others work 
in clothing and textile shops or in the informal sector. An ILO surveyll of 
1982 identified 83 tailoring enterprises in the "informal" sector employing 
383 persons. The DIRAS survey of 1986 lists 33 tailoring enterprises 
empl~ying 52 people but ignores those in the informal sector. The volume of 
textile imports - 1,266 tonnes in 1985 - indicates the scale of production. 
Most of these tailors produce traditional clothing, using simple hand powered 
sewing machines. Their products are mainly sold to the lover-income group. 
Industrial production of European-style clothing has been less successful. 
Barltat Dirie tailoring enterprise in this market appears to have gone out of 
business. Local products, using expensive imported textiles, cannot rival the 
prices of imported clothing from the Far East. The value of imported 
clothing, DF990 million in 1985, would indicate that there is a potential 
market for local manufacture if sufficient product quality can be achieved. 
Local brand names will, however, face an uphill struggle against the popular 
fashion brands currently imported. 

1/ ILO, Op.cit. 
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At present, hides are exported froa Djibouti 1Dlprocessed and plans to 
build a tannery have folDldered on adainistrathe obstacles. With exports of 
skins totalling 466 tonnes in 1985 the project aerits reappraisal, both for 
the added Yalue it vill create and for potential resource it vould provide for 
a leather industry. lloaads produce traditional sandals and leather 
vater-bags, soae of which are sold as tourist curios, but othervise there is 
no leather industry. The aarket for shoes, for instance, is largely aet by 
iaports, aost of which are synthetic and textile products froa China and Bong 
~ong, totalling 684 tonnes in 1985. 

Wood and aetal oroducts 

The vood and aetal working industries are restricted to the production of 
prefabricated joinery. Of the 27 enterprises in this sector registered by the 
CPS in 1987, five produce aluainiua doors, vindovs, partitions and screens. 
The rav aaterials are iaported as semi-finished pressed aluainiua fraaes and 
asseabled to order. Only the lowest levels of training are necessary and so 
the sub-sector has done little to develop a vork force trained in the skills 
of aetal and vood working. 

There is little rooa for further development in this sector. laported 
finished products offer competitive prices for large construction projects - a 
contract for the aluainiua joinery in a hotel recently cOllpleted, for 
instance, vas avarded to an Italian fira. There is also over-capacity 
considering the size of the local .. rket. In 1987-1988 three companies ceased 
production. 

There are a fev traditional wood and aetal working craftsmen, the trading 
licence register lists two blacksai ths, but aost of the skilled workers in 
this field are fo1Dld in the service and transport sectors repairing imported 
products. A nmaber of assembly plants - notably for refrigerators and air 
conditioning wits - have been proposed by iaporters but entrepreneurs have 
subsequently backed out. 

Printing tnd paoer products 

A private company, DJED, vas established in 1984 to process iaported 
paper rolls into paper sheet for printing and manufacture school exercise 
books. The company has had technical and managerial problems and now faces 
bankruptcy. At present, both markets are supplied almost entirely by imports. 

There are two printing presses in Djibouti, a third having ceased 
operations. The government-owned Imprimerie Rationale meets most of the 
government's needs, while the Imprimerie Moderne furnishes the private 
sector. With only one weekly newspaper, published by the government, and no 
book publishers, the printing industry is restricted to short runs of 
customized stationary, forms and publicity material which cannot easily be 
supplied by importers. 

Cardboard packaging .. teriala are imported. The limited size of the 
manufacturing sector, and the ready availability of recycled packaging from 
imported goods, discourages the development of a local packaging industry. 
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Chellical proclucts 

There are three enterprises producing basic chemical products: Air 
Liquide (Djibouti)• a subsidiary of the French coapany Air Liquide, produces 
oxygen, acetylene and amaonia by coapression and chemical reaction; the 
Coca-Cola factory produces carbon dioxide which it sells to Ethiopian and 
Somalian c~ies; and Societe •xareed" produces distilled vater for 
industrial use and domestic consumption. If plans to build a 5 •illbn tonne 
annual capacity oil refinery go ahead - construction is due to start in 1989 -
the cheaical sector vill receive a considerable boost. this aay provide the 
illpetus for development of salt reserves for use in a petrochemical industry 
whilst leading, dovnstreaa, to a range of plastics and plastic products 
unufactures. 

So far. three attempts have been aade to set up factories 11111ufacturing 
goods out of plastics. the first, Triplast, vas set up in 1981 to aanufacture 
packaging aaterlals froa polythene and household goods froa PVC pellets. 
llachinery and rav aaterials vere iaported but, due to a disagreeaent vith the 
governaent over the concessions afforded by the Investment Code, the factory 
never began production. Fabrique Plastique suffered the s .. e fate. SOFDIT, a 
company producing plastic sandals, vas set up in 1982. After increasing 
capacity in 1984 the company vas closed due to competition froa cheaper 
f.llports froa the Far East. 

Despite the dependence on imported plastics and restricted economies of 
scale due to Djibouti's narrov market, industrial production of plastic 
products is not econoaically unrealistic. the vater bottling plant, for 
instance, produces PVC bottles on site at prices competitive vith iaported 
products. A small-scale plant could meet local demand instead of imports, 
which, for plastic packaging materials alone came to 205 tonnes in 1985 at a 
cost of DF73 million, and for all imports of plastic and rubber products 
totalled DF419 million. 

Plans to build an industrial soap factory, advanced by private proaoters 
and the Ministry of Industry, did not materialize due to the size of the 
market and the problem of economies of scale in this capital-intensive 
industry. There is a small liquid detergent factory, DJIFACO, producing a 
range of household detergents from imported concentrates and marketing them 
under its own brand name. 

121-metallic mineral products 

Despite the availability of suitable mineral resources - limestone, 
gypsum, perlite, pumice and cl'!y - Djibouti is almost entirely dependent on 
imported construction materials. Plans to build a cement factory at AU 
Sabieh, presented to the 1983 Donors' Conference, vere abandoned after an 
mifavourable market study. The proposed brick factory met the same fate. 
Existing linkages into the construction industry are artisanal: a fev 
workshops producing cement blocks and a brick factory. 

Artisanal developments rather than large scale industrial plants are 
better suited to the limited size of the construction industry and the marked 
cycles that characterize the building sector. Private sector construction 
permiu have fallen from 141 houses and co•erclal buildings in 1985 to only 
50-60 buildings in 1988. It is hardly surprising, therefore, that 32 public 
vor:ta and construction companies ceased operations in 1986 and 1987 vlth a net 
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loss to the sector of 13 COllpallies over this period. Kor is a large public 
sector construction progr ... e anticipated which aight justify the construction 
of an industrial ceaent or briclt factory• other than a housing project for 
Djibouti City. The deaands this is likely to place for construction aaterials 
can easily be accOllllOdated by increases in the capacity of existing artisanal 
plants. 

Other industries 

Historically a noaadic society. Djibouti has a poorly developed artisanal 
tradition. There are skilled aetal. leather and wiclter workers producing a 
Uaited number of knives. leather water bags. sandals and aats. but these 
products are pn~rly aarketed. Kost of the curios sold to tourists are iaports 
froa ~enya. Etiu.opia. and even the Far East. Within Djitouti. a great aany of 
the craftsaen are 1-igrants, the jewellers are usually Senegalese and the 
wiclter workers Ethiopian. Developaent of these traditional artisanal 
activities deaands an iaproved marketing structure. the provision of credit 
facilities for the purchase of aaterials and the provision of training 
facilities for the young. The governaent is seeking finance of DF485 aillion 
for the construction of a nev school for artisans and technical assistance for 
training in aodern skills. 

2.6 Constraints on and opport1Dlities for industrial development 

Vaptin& an industrial ~entality 

Fev Djiboutians have the managerial or technical training and experience 
necessary for the development of industrial enterprises. Djibouti's econOllJ 
depends heavily on the activities of the port. the transit trade with Ethiopia 
and internal commercial activities. There is no shortage of experienced 
entrepreneurs in these fields. The co1mercial mentality of Dj~boutians 
inevitably discourages industrial entrepreneurship. Traders are reluctant to 
undertake long-tera investments in manufacturing plants and overcome the 
probleas of training and managing a work force vhile large coamissions and 
mark-ups (up to 60 per cent) can be earned with few overheads by importing 
goods. Training can solve the problem of lack of industrial skills but, in 
the long term, the government must also foster a new industrial mentality. 

Traders are beginning to grasp the potential of industrial developments. 
Several projects have been presented to the Investment Code Coamission by 
traders vho intend to assemble or pro~ess products that they currently import 
under licence from abroad. A notable example is the SIAD ice c.ream factory 
which will produce a brand of ice cream currently imported by the promoter. 
This has several advantages. The promoter has experience with the product and 
the local market. Links with the suppliers of technology and semi-finished 
goods are alrPqdy well established. More important, the promoter may receive 
technical, • .aagerial and financial support from the 'parent' company. These 
local i'!.!tiatives should be encouraged in preference to at .... acting promoters 
from abroad since they alone can provide the experience necessary for 
sustained industrial development. 

In recent years the government has done much to develop technir.al 
education but both the quantity and level of technical training are still 
inadequate. Little has been done to develop management skills through formal 
and informal education. For some time to come Djibouti will remain dependent 
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on expatriate technical assistance in both these fields. This places a hea~ 
burden on private sector industrial enterprises since expatrl•te ~ .. aff cost 
ten to tventy tlaes as auch to hire as their colDlterparts in the Aucal labour 
aarltet. 

The essential institutions and incentives for the promotion of private 
sector investaent in the industrial sector already exist. Unfortunately, the 
failure of institutions to pursue established procedures together vith a 
degree of bureaucratic apathy have reduced their effectheness. Ideally, 
proaoters should receive governaent authorization and assistance for their 
projects through "one vlndov". The governaent ls currently considering 
proposals of adalnistrative refora to streallne the procedures and 
institutions dealing vith proaoters in the industrial sector. 

OTerc011ing a narrow d911estic aarket 

The Uaited size of Djibouti's internal aarket is frequently cited as a 
constraint on industrial develop1tent. While this is 1Dldoubtedly true, it 
should be pointed out that there is little information available to assess the 
aarltet • s size and characteristics. The 1983 census has not yet been published 
and the results of the detailed household budget survey of Djibouti City 
undertaken in 1987, ghing details of income and consumption patterns, have 
still not been aade public. Based on the available information, however, some 
idea of the extent of domestic market could be gauged. 

With a total population of 456,000 in 1986 and a per capita incOlle of 
only DF49,050 ($276) in 1984, according to the governaent's corrected 
statistics, Djibouti's aarket is certainly saall and iapoverished. Purchasing 
power is, in effect, concentrated in the hands of a small proportion of the 
population. 

Approximately 65,000 people live as pastoral nomads within an essentially 
subsistence mode of production. They have little disposable income. This is 
also true of the large mass of the urban population, without penaanent formal 
employment, dependent on part-time and seasonal employment, informal sector 
activities and support from family members, their standard of living is low 
and their purchases are limited to the bare necessities. According to a 
houshold budget aurvey of 1982, 50 per cent of the household in Balbala, a 
town in Djibouti City, had monthly incomes of less than DF22,000. For the 
City as a whole, the median monthly household income was only DF86,000 (see 
Table 2.7). 

Those with disposable income beyond the basic necessities are the 
21,000 people in official employment, the business and expatriate co1111lDlities. 
The average monthly salary of those in CPS registered employment in 1987 vaa 
DF57 ,317 ($319), though salaries range from an average of DF166,669 in the 
insurance sub-sector to DF16,566 in the mixed transport sub-sector. Salary 
levels for civil servants are significantly higher, averaging DF168,000 
($936). It is th,. expatriate coamunity and the French Army, numbering less 
than 10,000 people, however, that forms the largest potential market for 
cons'Jlller goods. Although statistics on salaries are not available, the size 
of their contribution to GDP - estimated at DF23,102 million, or 43.4 per cent 
of the total in 1983 - suggests their potential purchasing power. The fact 
that they account for over 40 per cent of the water bottling and milk 
factory's sales, underlines their predominant position in the market. 
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Table 2.7: lf2D.t.hly incoees in D1ib9uti City. 1982 
(PF '000) 

City Balbala 

57 3 
57-79 3-9 
79-96 9-13 
96-118 13-17 

118-141 17-22 
141-166 22-27 
166-194 27-35 
194-234 35-49 
234-309 49-69 

309 69 
141 22 

Whole 
City 

19 
19-32 
32-46 
46-63 
63-86 
86-112 

112-137 
137-206 
206-297 

297 
86 

Source: D1'DP, Diibouti. Politique de !'Habitat et Developpement Urbain. 
Premiere fhase, 1988, p. 13. 

The problea of market size is coapo\Dlded by the free trade policy issued 
by the governaent. The market for consumer goods is dominated by btports and 
consumers are accustomed to high quality products, sophisticated packaging and 
a proliferation of brand naaes. These factors, together vith the brand 
loyalty of the affluent expatriate comnmlty, make it difficult for local 
products to penetrate the market. Moreover, there are neither advertising 
agencies nor the media to mount a widespread publicity campaign. 

Djibouti's market for consumer goods is effectively selJllented by the wide 
disparities in purchasing power, needs and expectations, taste, choice of 
retail outlets and access to the advertising media as seen between the poor, 
the affluent Djiboutians and the expatriate comnmity. These factors 
complicate the promoters design of product, style of presentation and pricing 
strategies. To some extent the markets, even for basic goods, are 
incompatible, reducing the p<'tential market for products still further. The 
marketing of milk is a case In point. In choosing expensive Tetra-pak one 
litre cartons for the packaging of its basic product, Laiterie de Djibouti has 
addressed the expectations of the expatriate co111DU11ity but effectively priced 
itself out of the large domestic market which continues to purchase powdered 
milk. Choice of half litre cartons would, as the management has since 
discovered, be more suitable for the vast majority of the population. Better 
still would be to use the cheapest packaging material available, heat sealed 
polythene bags, which would significantly reduce packaging costs and so the 
market price. 

An expansion of trade between Djibouti, its neighbours and rest of East 
Africa is a viable option for Djibouti to extend the extent of the market. 
Djibouti, Ethiopia and Somalia, together with eleven other African States, are 

I -----------------------
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ambers of the Preferential Trade Area CPTA>l/ for Eastern and Southern 
Africa. This free trade association caae into being in July 1984 vith a 
reduction of custOllS duties on a "COllaOn List" of products, including 
virtually all aanufactured and processed good, by 70 per cent. The intention 
is to reaove all tariff and non-tariff barriers by 1996. 

Djibouti is particularly favoured under the terms of the agreeaent. 
Whereas the rules of origin froa other aeaber States stipulate that the full 
preferential tariff rate applies only to COllPanies that are aanaged and 51 per 
cent owned by nationals of the aember State, vith a sliding scale of 
reductions for cOllpanies vith higher levels of foreign participation, 
cOllpanies registered in Djibouti need only have 25 per cent of their equity 
held by nationals to qualify for the full reduction. Under these 
circmstances, Djibouti is in a position to becoae a channel for foreign 
cOllpanies seeking to penetrate East African aarkets. 

At present Djibouti's trade with the PTA countries is ainimal - 10.6 per 
cent of total imports and 9 .8 per cent of exports in 1986 - but there is 
certainly rooa for growth. The total population of the PTA is estimated at 
180 aillion (including 44 million in Ethiopia and 6 mi~lion in Soaalia) and so 
vould appear to answer the problem of Djibouti's narrow internal aarket. 
However, a note of caution should be sounded. Shortages of foreign exchange, 
notably in the .-::ase of Soaalia, are likely to restrain the growth of trade 
within the PTA and the goal of free trade is still far froa being achieved. 
Furthermore, Kenya &nd Ethiopia already have relatively strong industrial 
sectors and Djibouti will be hard pressed to compete. 

Ultimately successful export-led growth in the industrial sector vill 
depend on Djibouti's ability to contain the soaring cost of production. 

Soaring factor costs 

Djibouti's industry bears high costs for labour, electricity and water. 
TheFe factor costs are, perhaps, the most important limitation on the growth 
of expci-c orientated industries and reduce the competitive edge of 
domestically produced goods in the domestic market. 

The statutory minimum monthly ~ has remained constant at DF15 ,860 
($88) since 1980. In practice, however, the basic wage is about DF40,000 
($220) per month and the average wage of employees registered with the CPS at 
the end of 1987 was DF57,317 ($319) (see Annex Table A-4). Skilled staff are 
paid considerably more than this: a secretary can expect to eam DFl00,000 
($550) per month and a senior manager DF700,000 ($3,900). 

The actual cost of labour is higher still if the compulsory charges paid 
by employers (8.5 per cent of the wage as a contribution to the Caisse de 
Prestations Sociales and 7 .2 per cent to the Service Medical Interenterprise 
(SMI) are taken into account: the average cost of labour registered with the 
CPS becomes DF66,316 ($369). This compares unfavourably with labour costs in 
other developing countries (Table 2.8). 

1/ The PTA was originally intended t~ encompass 20 countries in East, 
Central and Southern Africa. At present it has 15 member States: 
Burundi, Comoros, Djibouti, Ethiopia, Kenya, Lesotho, Malawi, Mauritius, 
Rwanda, Somalia, Swaziland, Tanzania, Uganda, Zambia and Zimbabwe. 
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Furtheraore, there are nuaerous interventions vithin the labour aarket. 
Labour lava protect eaployees against redundancy, control vorking conditions 
and practices. lecruitaent is not alvays free, vith pressure applied to 
f!llployers in the selection and nmber of personnel appointed. At present, 
aost public and private sector enterprises are over-staffed. 

Table 2.8: Average aonthlY vage (including social charges) in free 
zones in selected developing co1Dltries. 1980 

(US$) 

Comitry Monthly vage 

Indonesia 
llauritius 
Haiti 
Mexico 
Tmiisia 
Barbados 
Area of Bong Kong 
Trinidad and Tobago 
Puerto Rico 

75 
80 
95 

150 
250 
250 
275 
300 
600 

Source: Currie, J., Export Processing Zones in the 1980s: Customs-Free 
ftanufacturing, Economist Intelligence Unit Special Report, 
llo. 190, 1986. 

Generally, lov labour costs are a key factor in attracting investors. 
Given the high levels of 1Dleaployment, deregulation of the labour market may 
be sufficient to allov pro::ioters to recruit staff at lover vage rates. The 
high cost of living in Djibouti vill, n~vertheless, keep the vage rate above 
that of neighbouring and other ACP comitries. 

The tariff structure for electricity has not changed since 1983 (Lav 
llo.83-0208). In its present form the tariffs favour the domestic consumer and 
penalize industry, which pays at a higher price per kWh at both medium and low 
tension (see Annex Table A-5). Industry must also support the heavy charges 
of the grid and the cost of reserve capacity. For these reasons several 
enterprises prefer to use diesel generators to meet their electricity needs. 

While these tariffs are vell over double the prices charged by most 
European countries, where industry benefits from degressive charges starting 
at a point vell below that of domestic consumers, the Elecu-icity Department 
of Djibouti (EDD) argues that they are not excessively high by African 
standards (see Table 2.9). Nevertheless, the EDD proposed a reduced ftnd 
degressive tariff for industry in June 1988 as a measure for industrial 
growth. Even though EDD has operated at a profit for several years and, given 
the limited consumption of electricity by the industrial sector, the fact that 
the reduced tariff would not comprise the EDD's profitability, the proposition 
vaa referred for further study by the Council of Ministers. The long term 
development of the electricity sector, in particular the linkage with the 
Ethiopian grid and the installation of geothermal generating capacity (see 
Section 5.4), may provide an opportunity for a reduced tariff. Tariffs will, 
however, continue to reflect the price of oil which will remain the principal 
source of generator power in the long t~rm. 
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Table 2.9: Coaparison of aediua tension electricity tariffs in 
selected African countries. 1986 

Madagascar 
Congo 
Togo 
ftozaabique 
Benin 
Rig er 
Burundi 
Mauritius 
Cote d • Ivoire 

(Fr.ench Centiaes per aediua tension kWh) 

42 
46 
46 
56 
74 
77 
80 
86 
92 

Senegal 
Gabon 
Mauritania 
Mali 
Djibouti 
Senegal 
Seychelles 
Coaores 
Chad 

Source: Ministry of Industry. 

122 
125 
140 
140 
148 
148 
151 
230 
304 

The price of oil is fixed by the Service des Hydrocarbures which operates 
a price stabilization fund in order to reduce the impact of sudden changes in 
oil prices. The tariffs on 1 January 1988 vere slightly above vorld market 
price. 

Table 2.10: Retail Price of petroleum products. as of January 1988 

Product DF per litre 

Petroleua (Super) 
Petroleum (Ordinary) 
Gasoil 
Paraffin 

~urce: Service des Hydrocarbures. 

135.0 
120.0 
68.0 
58.0 

The tariff structure for ~ also penalizes large consumers, including 
industry. Charges increase outside Djibouti City. 

Table 2.11: Tariff structure for vater. as of January 1988 

Consumption per 
tvo months (cu m) DF per cu m 

0 to 120 62 
121 to 240 88 
Greater than 240 124 

Source: Rational Water Office (ORED). 
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The saall size of the trading c0111aunity also facilitates collective 
practices such as price fixing. As a result wholesale .. rk-ups on iaported 
goods frequently exceed 60 per cent. Furthenaore, the influential trading 
lobby has a vested interest in preventing the establishment of local 
industrial enterprises which aight exclude or reduce the volme of iaported 
products. At present there are no means of countering such practices since no 
coaplete record of distributors and agents is available and the legal system 
contains fev measures against uncompetitive practice~. If industrial 
development is to talte place the government will h&ve to combat these vested 
interests and ensure an environment of free competition. 

Free trade, competition and protection 

In line vi th the government• s free trade policy, the present tariff 
structure offers no long-tera protection to aost industrial enterprises. 
UnfortUD.ately, by failing to distinguish between priory, seal-finished and 
finished products, all of which are subject to the same internal constmption 
tu of 23 per cent by value, the tariff structure penalizes local industry 
since wastage during the production process effectively increases the tu per 
unit of finished product compared with imported finished products. In 
assembly industries, such as aluminium joinery, the flat rate tu effectively 
increases the tax burden on finished products by 30 to 40 per cent. 
Enterprises uy receive exemption from the internal cons1m1ption tu for a 
period of up to ten years under the Investment Code, but, in viev of the heavy 
burden of import costs, local industry would benefit from a more 
discriminating tariff structure. 

Since 1981 the government has intervened to protect three local 
industries - the water bottling plant, the milk factory and, in May 1988, the 
privately owned flour mill - by imposing surtaxes on competing imported 
products. In the case of SOPIRAD t4e surtax of 18 per cent on imported flour 
responds to the subsidies on flour imported from the EC. It will be reviewed 
at regular intervals vith a viev to its eventual elimination. The surtaxes on 
imported bottled water, milk products and fruit drinks used to protect the 
water bottling plant and milk factory are less justifiable. The high 
production costs and small market share of these public enterprises make it 
tmlikely that this protection can be dropped in the near future. The imported 
products are not subsidized and the surtax, imposed tmder the "infant 
industries" argument, has protected the factories from free competition, vith 
the hope that after a few years of operation, they Rhould be able to survive. 

Lov capital formation 

It has been estima~ed that around 92 per cent of the population make no 
savings at all while the remaining 8 per cent transfer most of their savings 
abroad. Certainly, outside the housing and transport sectors private sector 
investment is minimal. In 1982, gross fixed capital formation by the private 
sector amounted to only DFl,137 million (scarcely $6 million), that is less 
than 2 per cent of GDP and only 8 pe~ cent of total gross fixed capital 
formation. 

Furthermore, the commercial banking system - comprising six private banks 
- has been developed to handle international operations (imports, re-exports, 
fund transfers and foreign investments) rather than to mobilize domestic 
savings. On 31 December 1987 deposits of clients in local banks totalled 
DF47,501 milli~n - 44 per cent of which was held in foreign currency.11 

l/ Banque Rationale de Djibouti, unpublished statistics. 
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Alaost thirty per cent of these deposits were held by public coapanies 
and a large but identifiable part of the remainder was held by non-residents. 
At the same date, credits totalled DF31,262 aillion. Of these 
DF25, 769 million were short-term loans (DF16, 707 ail lion as bank overdrafts 
and DF9,062 million as short-tera loans), only DFS,490 were long- and 
aediua-teras loans. Most of these were granted for the purchase and 
construction of houses. High interest rates for long-tera loans, 
approximately 18 per cent in 1987, discourage applications froa commercial 
investors. Consequently, the co-ercial banking sector plays little part in 
the finance of industrial development. 

Some bankers explain their co:::iscrvative lending strategies by pointing to 
their inability to rediscount long-term loans through the Djibouti Rational 
Bank. It should be pointed out, however, that the cost of rediscounting would 
raise the price of credit and would not necessarily guarantee a larger vol'mle 
of long-tent credits. Besides, the banks already have some facility for 
transforming short-term resources for long-term use. Ror would rediscouting, 
with the inflationary pressures it entails, be an unequivocally positive 
measure for the governaent to adopt. In reality the bankers refrain froa the 
granting of long-term credits because of the inadequacy of feasibility studies 
and dearth of proposals presented by prospective creditors, a shortcoaing that 
cannot be overcOlle by a reform of the banking systea. 

The establishment of the Djibouti Development Fund (Caisse de 
Developpeaent de Djibouti (COD)) in 1983 has greatly increased the finance 
available to private sector investors and, provides finance at less than half 
the cost of the comercial banks. The Fund's capital was provided by the 
State, donor organizations and c0111Dercial banks, it has also recycled funds 
through two lines of credit from State pension and medical insurance 
organizations. This development has done much to promote private sector fixed 
capital formation, though it is still likely that as much as 90 per cent of 
gross fixed capital formation is undertaken by the public sector, as in 1982, 
financed by external borrowing and donors' grants. 

Fiscal incentive environment 

The taxation structure for private sector companies is simple, comprising 
a tax of 20 per cent on net annual profits, a trading licence based on a fixed 
charge ranging from DF6,000 to DF17 million and a proportion-I charge based on 
the rental value of property, and an Internal Consumption Tax (Taxe Interne 
sur la Consomaation) of 23 per cent on imports with a range of surtaxes on 
specified goods. Temporary relief from these charges may be granted under the 
Investment Code. 

Outside the concessions of the Investment Code, the burden of taxation is 
heavy compared with that in most African countries. Between 1983 and 1986 the 
taxation increased as a proportion of GDP from 32.3 per cent to 39.8 per cent 
- a proportion comparable with that of industrialized nations (25 to 45 per 
cent). Furthermore, the contribution of businesses increased from 8.7 to 
12.7 per cent over the same period, compared with a rise from 4.4 per cent to 
4.8 per cent for the contribution paid by households. Thi• is slightly higher 
than the proportion of taxes levied on businesses in industrialized countries 
in 1980: 7.9 per cent in the Unit;ed States, 9.2 per cent in the Federal 
Republic of Germany and 9.6 per cent in Japan. 

levertheleaa, taxation cannot be considered a primary cause of the low 
levels of domestic and external investment · "'jibouti '111 industrial sector. 
Far more important are the size of the local &1kr~ and the high factor coats. 
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3.1 State and mixed industrial enterprises 

Societe d'Exploitation des Eaux de Tadiourah CSEE?l 

SEET vas established in 1978 to produce bottled vater froa a phreatic 
source near Tadjourah. Foraerly, all bottled vater had been imported from 
Europe. It has the status of a Halted coapany vith mixed capital: 
DF135 aillion (69 per cent) held by the State, DF40 aillion (25 per cent) held 
by the Cercle de Tadjourah, DFlO aillion (5 per cent) by tDD and DFlO aillion 
by private shareholders. The factory's capacity is fixed by the yield of the 
source - about 1,050 cu a per day - and the bottling plant capacity at abo·_;t 
365,000 cartons per year. Annual production peaked at 338,000 cartons in 
1983. The PVC bottles are ll&llufactured on site but all .. terials, other than 
the vater - PVC pellets, cardboard pacltaging, bottle tops, labels and glues -
are iaported. At present, the plant employs 57 persons, about half of whom 
vork at the (actory and the remainder in the administration, technical and 
distribution services based in Djibouti City. 

Production began in 1981 and, up to 1985, sales increased steadily 
(Table 3.1). In the course of 1985 production fell off because of repeated 
and prolonged br2akdovns and a fall in the volume of sales inevitably 
followed. In both 1985 and 1986 the company made heavy losses, but, in 1987, 
production vas restored to 87 per cent of capacity and losses had been 
eliainated by 1987. Production in the first half of 1988 exceeded 1983 levels 
and the company is expected to make a healthy profit. 

P~or maintenance, inefficient management, high cost and inept competition 
are identified as reasons for the deterioration of performance in 1985 and 
1986. 

Table 3.1: Performance of the Societe d'Exploitation des Eaux 
de Tadiourah CSEET) 1982 - 1987 

1981 1982 1983 19!4 1985 1986 

Production ~·ooo ca~tons) 78 176 309 338 250 302 
Sales ('000 cartons) 67 190 308 308 243 261 
Turnover (DF million) 184 295 300 244 252 

~oyn~e: Societe d'Exploitation des Eaux de Tadjourah (SEET). 

1987 

316 
341' 
337 

Production fell in 1985 and 1986 due to a series of breakdowns affecting 
the pumps, the generator and bottling plant. A fTNIDO studyl/ ascribed these 
breakdowns t,o poor maintenance, aggravated by the fact that the enterprise's 

1/ Project: XP/DJI/86/035. 
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electro-mechanical engineer was based in Djibouti City not Tadjourah. This 
problt".m has since been rectified. On several occasions production came to a 
stop be~ause of lack of materials. This reflects poor stocktaking procedures, 
which are handicapped by the separation of the administration and the factory. 

In early 1986 SEET employed 74 persons. The plant was heavily 
overstaffed and in September of that year the management made 18 workers 
redundant. Wastage and loss of raw materials and products in 1986 had 
increased 40 per cent over the levels of 1984. Furthermore, the depreciation 
of the dollar led to an increase in the price of imported raw materials by 
DFlO million in 1986. 

SEET is protected by a surtax of 26 per cent on imported mineral waters. 
This effectively excludes imported products from all but the most affluent 
sections of the population. Nevertheless, substantial imports of mineral 
waters continue: in 1984, the year of peak production at SEET, DF96 million 
worth of bottled water were imported, rising to DF151 million, 60 per cent of 
SEET's sales, in 1985. Virtually all of these imports are sold to the 
expatriate conmunity who prefer established European brands and carbonated 
water, but also dislike the high salt content - double that of European 
mineral waters - of the local product. For the same reason, Eau de Tadjourah 
is unlikely to succeed as an export item. Within the domestic market sales 
are limited by the products high price. Sales to the French army aJone amount 
to 40 per cent of production and the expatriate co111DU11ity as a whole accounts 
for an estimated 55 per cent of the total. When distilled water, marketed as 
Eau Raturelle, came onto the market in 1985 at one third of the price of Eau 
de Tadjourah SEET's sales dropped markedly. Competition from this source was 
also removed by government intervention. From 1986 distilled water was no 
longer allowed to be sold under the description "Eau Raturelle". 

Production at SEET has been restored to near full capacity and the 
enterprise anticipates a healthy profit in 1988. If these forecasts are 
achieved the government could c~nsider removing the surtax on imported bottled 
water and restoring free competition. 

Laiterie de Djibouti 

The milk factory, Laiterie de Djibouti, was conceived in response to 
Djibouti's dependence on imports of fresh milk for the luxury merket, 
amounting to 4,388 tonnes in 1983, and the health hazard posed by the 
unhygienic conditions in which the poorer Djiboutians reconstituted cheaper 
powdered milk. It was established as a public company by Law Ro.87/AN/84. 
After three years of preparatory studies and construction, operations began in 
Nove~ber 1984. The factory has four main products: whole UHT milk, 
sk!mmed-milk, fruit drink in three flavours and fruit yoghurt in seven 
flaYours. Capacity per month is estimated at 369,000 one litre Tetra-pak 
containers, 450,000 quarter litre Tetra-pak containers and 150,000-200,000 
yoghurts. The total capital investment - excluding working capital - was 
DFl,242.5 million and the factory employs 60 persons; at a cost of over 
DF20 million per employee the milk factory was a highly capital-intensive 
operation. 

From the very start th~ factory has faced technical, marketing, financial 
and managerial prohlems. lt has never achieved full production and, while 
sales increased graaually they fell short of the target in 1985 and 1986. 
Although the financial situation has improved steadily there is concern over 
mounting losses and continuing technical problems. 
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Table 3.2: Performance of the Laiterie de Djibouti, 1985 - 1987 

1985 

Staff (number) 54 
Capacity utilization (per cent) 43 
Sales (DF million) 263 
Percentage of sales 

Full milk 
Skinned milk 
Fruit drinks 
Yoghurts 

Ret result (DF million) -237 

1986 

51 
57 

366 

48 
28 
14 

9 
-180 

Source: Laiterie de Djibouti, Annual Reports, 1986 and 1987. 

1987 

57 
64 

467 

51 
20 
12 
17 

-113 

The principal problems faced by the milk factory have been identified in 
the company's annual reports and the report of a UNIDO consultant:ll 

Technical. The installation of machinery took little account of the need 
for access to maintain and repair equipment, prototype components were 
installed - in order to save costs - for which it has been impossible to 
acquire spare parts, while the use of low grade stainless steel has resulted 
in rapid rates of corrosion of the piping and machinery. Only four years 
after the opening of the factory, a technical advisor has advised that much of 
the plant needs to be replaced. These factors, together with poor 
maintenance, have led to repeated and prolonged breakdowns. In August 1988, 
the Tetra-pak packaging equipment worked for a total of 62 hours and by 
September production had all but stopped. 

High costs. A poor choice of equipment has left the company with 
machinery that is expensive to run and maintain. The reverse osmosis water 
distillation plant is wasteful, producing only one litre of distilled water 
from five litres of input. The Tetra-pak packaging plant consumes 
considerable amount of electricity and besides a fixed rate lease, Tetra-pak 
levies a royalty charge per unit produced. All maintenance, repair and 
displacement costs are the responsibility of the factory and the imported 
packaging materials can only bought from a single supplier. Packaging 
accounts for as much as 40 per cent of the production costs for Tetra-pak 
products. Electricity and water account for another 12 per cent of production 
costs. The recent depreciation of the dollar has further increased the cost 
of milk powder and packaging materials, and which are imposed from Europe. 

Finances. The milk factory began operations without working capital. In 
its first year of operations the company's operating costs had to be met by a 
bank loan at 14 per cent. Concessionary finance for working capital was 
eventually made available in 1986. 

1/ Project: SI/DJI/86/051. 
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Man&&eaent and preparation. Detailed aarketing studies vere not 
undertaken until after production had begun and these shoved that the products 
aost suited to the aarket vere very different froa those originally planned. 
Siailarly, a publicity drive was only mounted after sales had failed to talte 
off. The marketing procedures, choice of retail outlets and teras purchase 
were also defective: giving too much freedom to the retailer in setting the 
price of the products and granting generous credit facilities. These 
shortcomings were compotmded by inadequate stock-taking procedures leading to 
delays in the arrival of materials, the poor supervision of production and 
distribution and failure to meet order requirements, high rates of loss and 
wastage. 

Prices and sales. Despite the protection of a surtax of DF70/kg on 
imported milk and DF160/kg on imported yoghurts and fruit drinks the •ilk 
factory's products have found it difficult to penetrate the market. High 
prices, reflecting high production costs and the large mark-ups charged by 
retailers, and the poor product design, which ignores the needs of the local 
aarket, are the main reasons behind vealt sales performance. The expatriate 
co11DU11ity and the affluent Djiboutians account for a large proportion of the 
sales: in 1~86, 90 per cent of ski111ned milk, 50 per cent of yoghurt, 
37.33 per cent of full milk and 31 per cent of the fruit drinks were sold to 
the French Army and Djibouti's three supermarkets. Djiboutians continue to buy 
cheaper imported powdered milk and if this market is to be developed a 
competitive price is essential. Three means of achieving a lover price have 
been put forward. The first is marketing milk in half litre containers, the 
practice elsewhere in Africa. The second is the sale of milk in one litre 
polythene bags which would reduce the cost of packaging to DF4 per litre. The 
:hird is to control the mark-up retailers put on the their sales. Yoghurt 
sales grew slowly in 1985 and 1986 because the market was unaccustomed to the 
product. With the diversification of the flavours and the provision of 
refrigerated display cases in forty retail outlets during 1986, however, sales 
increased by 50 per cent in 1987. The company is trying to increase the 
number of outlets for yoghurts in the future and anticipates further sales 
grovtb. Sales of fruit drinks were negligible in 1985 due to the high prices 
relative to comparable imported fruit drinks and the choice of cartons for 
packaging rather than bottles. In 1986 sales increased by 450 per cent but 
only after prices had been reduced below marginal cost. When a remunerative 
price was restored sales quickly fell back to their former level. The 
introduction of new flavours and a perforated carton with a straw appear to 
have improved the product's sales performance but it remains well below a 
profitable level. 

The milk factory would, the management predicted, make further losses in 
1988 because of low levels of production and sales. Substantial funding is 
needed for refurnishment of the plant. Financial assistance will fail to 
improve the enterprise's profitability unlt.ss sales performance improves 
markedly. 

Societe d'Alimentation du Betail CSAB) 

A project for an animal feed factory was put forward at the 1983 Donors' 
Conference with the intention of improving the quality and yield of the 
cattle, camel, sheep and goat herds, providing feed for a planned poultry farm 
and emergency relief for nomads' herds during droughts. Finance of 
DF600 million was provided by the Arab Development Fund and technical 
assistance by the Danish Government. Construction began in 1987 on a site 
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15 lea frOll Djibouti City, mider the supervision of the Rinistry of 
Agriculture. Production surted in aid-1988. The current vork force is 
30 strong giving a capital cost per permanent employee of DF20 aillion. 

The plant •s capacity is 10,000 tonnes of feed per year (3,000 tonnes of 
pellets and 7,000 tonnes of flour) and the break even point at current prices 
is estimated as 7,000 tonnes per year. Prices have been set at the level of 
iaported aniaal feeds frOll Ethiopia, although it is thought that the two 
products are not directly COllparable since the n:!tritional value of imported 
foodstuffs is lover than that of the factory• s product. During the first 
three aonths of production output totalled 150 tonnes: a capacity utilization 
rate of less than 10 per cent. This was largely due to start up difficulties 
and full production was anticipated by the end of the year, if a market for 
the product could be fomid. Rarketing, transport, supplies of raw aaterials 
and the pricing strategy are, however, likely to present problems over the 
long tent and miless they can be resolved the profitability of the enterprise 
is questionable. 

Rarketing. The plant began production before a detailed market survey 
had been carried out and the number of farm animals, the target market for 
animal feeds, let alone the total herd strength, is still unknown. This is 
not seen as a handicap by the management since full production could be 
achieved with regular sales to farmers with a herd of only 7 ,000 sheep and 
goats. However, the product has met with resistance from farmers who are used 
to feeding their stock straw and doubt the suitability of pellets. They tend 
to use pellets as a supplement and irregularly, although the beneficial 
effects of the enhanced feed depends on their daily use. This eliminates the 
feed •s competitive advantage over imported straw. Furthermore, the use of 
feeds requires a change in feeding methods: the use of troughs rather than 
sprinkling the feed on the grolDld as has been the traditional practice. To 
overcome these marketing problems the factory must educate animal farmers as 
to the benefits of using feeds and the appropriate feeding methods. The 
factory may also, at a later date, encourage animal merchants, who currently 
export animals without fattening them up, and the nomadic population, to use 
enhanced animal feeds. This would increase both the factory's potential 
market and the value added of the livestock sector. 

Transport. At present, most farmers purchase the animal feeds at the 
factory gate. To encourage farmers to use the products, however, delivery 
must become part of the factory's service. This presents two problems. 
Firstly, transport costs are high - doubling the cost of a bag of pellets on 
delivery to a site 120 km away. Secondly, the rough rural roads cause the 
flour and straw to separate out. While this problem does not arise with 
pellets, only 30 per cent of output can be delivered in this form. The 
management is eager to produce all its feeds in pellet form to facilitate 
transport. 

Rav materials. All the raw materials used are imported: nuka cake, 
straw, cotton oil cake and barley from Ethiopia by railway, maize from 
Thailand, soya from the Far East and United States and concentrates from 
Denmark and France. This inevitably increases costs, particularly where the 
products are delivered by bulk carrier as the purchases are relatively small. 
The solution proposed by the management is to persuade suppliers to deliver 
materials from overseas by container. 

- -- - --- -------
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Pricing strategies. Prices have been set to COllpete with imported animal 
feeds and straw, which is essential if the product is to penetrate the market, 
but current prices neither reflect the relative nutritional value of the 
products or provide a sufficient return on the capital. In the long-term 
prices will have to be increased if, when repayments on capital begin in 1989, 
the company is to avoid losses. Bevertheless, a change in pricing strategy to 
reflect the relative nutritional content of cOllpeting animal feeds should be 
delayed \Dltil the product is established. The locg-tena goal should remain 
viability but, as a public cOllpany, the governaent may choose to interpret the 
factory's perforaance in teras of its wider contribution to increased 
productivity in the livestock sector and provide the factory with short-term 
financial support. 

3.2 Private sector manufacturing enterprises 

A brief analyses of the activities and r.erformance of the principal 
private sector manufacturing enterprises is provided below. Full details on 
the level of investment, output and financial profitibility of these 
enterprises are not available. Howt.ver, analyses, based on interviews with 
the management, will help identify the constraints and problems faced by 
manufacturing enterprises in Djibouti. 

Glacieres Coubeche 

The ice factory Glacieres Coubeche is the oldest manufacturing plant in 
Djibouti. The factory was first built at Obock, before Djibouti City was 
fo\Dlded, and then transferred to its present site near the port in the 1890s. 
It is a private company affiliated to the Coca-Cola bottling plant, a hotel 
and a supermarket which, together, employed 341 persons in August 1988. 

The ice is produced in five saline submersion tanks with a combined 
capacity of 58 tonnes per day. Over the whole year the plant works at only 
one-quarter of its full capacity, producing 4,900 tonnes in 1984, 5,150 tonnes 
in 1985 and an estimated 4,600 tonnes in 1986. However, demand is seasonal 
and during the SUlllller months production averages 45 tonnes per day falling to 
3 tonnes per day during the winter. A long-term decline in demand is 
anticipated as refrigerators become more widespread and retail outlets develop 
more sophisticated methods of storage and preservation during transport. At 
present, however, ice blocks are still the most coanon method '.:'f coanercial 
cold storage. The blocks are either sold at the factory gate or distributed 
by the company's fleet of insulated lorries. 

Two qualities of ice are sold, one made from tap water the other from 
distilled sea water. A distillation plant on site has a capacity of 
125 tonnes of water per day, a large part of which is consumed by the 
Coca-Cola factory. Associated with the ice factory is a complex of cold 
storage warehouses for perishable imports. About 130 persons work at the ice 
factory, including the warehouses and the distribution system. 

Soft Drin1ts Bottling Plant 

The soft drink bottling plant was installed in 1964 011 a site immediately 
behind the ice factory. Three brands of soft drink are produced: Coca-Cola, 
Fanta (Orange, Lemon and Grenadine) and Sprite. These are all manufactured 
under licence and, apart from a small quantity c,f Coca-Cola imported in 
1.5 litre plastic bottles, the factory is the sole outlet for these products. 
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There are tvo bottling lines with an estimated combined capacity of 
250 ,000 bottles per day. Fully aechanized bottling lines were installed in 
1984 on the insistence, according to the aanag•ent, of the Ministry of Labour 
which objected to the highly repetitive nature of the work along the 
production line. As a result, 25 jobs for unskilled workers were eliainated. 

Production is well below installed capacity and varies by 30 per cent 
between the winter and smmer months. The concentrate, the 35 tonnes of sugar 
used per week and replacement bottles are all iaported. A constant supply is 
guaranteed by regular orders froa £urope and the United States with a delay of 
about three aonths before delivery, nevertheless production has never been 
forced to stop because of inadequate supplies. The concentrate is di:iuced 
with a aixture of 30 per cent distilled water and 70 per cent tap water - ta~ 

water is too saline to be used alone. Carbon dioxide is produced on site in a 
coapression plant with a capacity of 70 kg per hour. Part of the output is 
exported to soft drinks bottling plants in Ethiopia and Somalia in ten tonnr: 
loads. 

Storage tanks for water and reserve generating capacity are maintained in 
case of water shortages or mains power supply failure. Electricity 
consumption froa the mains supply totalled 2,408 aillion ldlW in 1984 and 
2,302 kWh in 1985. The work force n1Dbers about 180 persons, most of vhom are 
unskilled. The technical and aost of the management staff are expatriates 
even though the management estimates that the cost is about twenty times 
higher than employing local staff in these roles. Attempts have been made to 
recruit technicians locally but their training is inadequate for the 
responsibilities of these posts. Although company accounts are not available 
it is clear that the bottling plant is an efficient and highly profitable 
enterprise. 

Societe d'lndustrie Alimentaire de D1ibouti CSIADl 

The company was set up in 1986, promoted by the owner of Glacieres 
Coubeche and the Coca-Cola bottling plant, to produce the Miko brand of ice 
creams which are currently imported and distributed by Glacieres Coubeche. 
The project anticipated a total investment of DF458 million of which 
DF257 million was to be spent on the import and installation of machinery. As 
originally planned the plant will have the capacity to produce 6,000 ice 
creams per hour. A total work force of 35 persons is employed, 15 ·"\skilled 
workers, 15 skilled workers and two supervisors employed locally toget r with 
two expatriate managers and an expatriate technician. 

In December 1986 the company received generous tax exemptions under 
Regime 'B' of the Investment Code. The company has also benefitted from a 
loan granted by the Djibouti Development Fund. Clearly, the government has 
considered the project worthy of its full support. While the substitution of 
imports by locally produced products is to be encouraged, the importance of 
the plant should be qualified by recognizing that, as all the machinery, raw 
materials and concentrates will be imported, the factory will have little 
linkage with or impact on the local industrial sector. Furthermore, the 
selection of a heavily automated manufacturing process will reduce the 
employment generating potential of the investment. 

SOPRAL 

The construction of a large industrial ice cream factory may compromise 
the profitability of an existing small-scale ice cream manufacturer, SOPRAL. 
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Established in 1979 with an lnvestaent of DF21 alllion, SOPRAL produces 
400 litres of ice creaa per day. This ls about 40 per cent of its capacity. 
The enterprise employs five persons. Most of the output ls sold to hotels and 
restaurants or directly through the adjoining cafe. In this sense the local 
production of Mi~o brand of ice creams - which are sold for i-ediate 
consmption - is unlikely to affect sales. Besides, imported let. creaas are 
already available on the market. However, if SIAD diversifies its products in 
order to use its full capacity SOPRAL could find itself in direct competition 
with the industrial manufacturer. 

Societe Portuaire lndustrielle Alimentaire de Diibouti CSOPIKAD) 

Following pressure from the government SfGIK, a company holding a virtual 
monopoly on the lucrative trade in khat, established SOPIBAD as a s·.ibsidiary 
in 1981. The company, which mills wheat and bran, had a startup capital of 
D~5Q million. It employs 57 persons and has the capacity to produce 
12,000 tonnes of flour per year. 

The company was slow to get off the ground and quickly ran into 
competition from imported products. Working below capacity, production costs 
increased to a return price of DFSl,000 per tonne of flour, DF6,000 tonnes 
higher than the government's fixed price. Consequently, heavy losses were 
suffered in the first two years of production. In June 1988 the government 
intervened to protect the company by imposing a surtax of 18 per cent on 
imported flour. Since then, sales have increased and a profit is anticipated 
for 1988. The principal problems faced by SOPIBAD Ray be identified as: 

Establishment problems: In April 1982 SOPIBAD signed a contract with a 
French company to import and install a flour mill. Thirty per cent of the 
cost was paid on signature and a credit covering another 50 per cent of the 
costs was opened to authorize the import of the machinery and the construction 
materials. Following the government's advice an application for the rental of 
a site within the Port was made in November 1982. It was only in July 1984, 
hc~fever, that SOPIBAD received permission to begin construction. During this 
sixteen-month delay considerable capital was tied up while the materials were 
stored in the unfavourable conditions of heat and humidity of the port. The 
mill was eventually completed in late 1985 and the first load of grain 
3,800 tonnes of wheat arrived in February 1986. However, the Port authorities 
refused to allow SOPINAD to begin production because of the risk of fire posed 
~y its location next to the Mobil oil ~torage depot. Production was delayed 
until a wall was constructed bet~een the two sites. Eventually, in June 1986, 
over four years after the contract to build the mill had been signed, 
production began. By this time, however, the quality of the first load of 
grain had deteriorated markedly. Neverthel~ss, by u;1dercutting imported flour 
the factory was able to achieve a respectable volume of sales. 

~ies of raw materials. The original shipment of wheat had been 
purchased on the world market but SOPINAD also contracted to purchase grain 
given as food aid at world market prices. In 1987, 3,000 tonnes of wheat were 
ordered for SOPINAD which opened a letter of credit for payment on 
embarkation. U"lfortunately, the arrival of the shipment was delayed from 
15 March to 13 June 1987 by which time the mills stocks had been exhausted and 
production had, ter.porarily, come to a halt. 

Competition from imports. As early as January 1987 groups of bakers in 
Djibouti combined to purchase shipments of flour from the EC. Heavily 
subsidized this flour sold for DF35/kg compared with SOPINAD's sales price of 
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DF45/Jcg. When production of flour at the aill caae to a halt in Kay 1987 the 
dOllestic market had to depend on imports and SOPIKAD vas unable to regain its 
.. rket share vhen production restarted. By the end of 1987 the aill 's sales 
accounted for only 4,600 tonnes of .i domestic market of 13, 749 tonnes. The 
problem of competition vas aggravated by the poor quality of vb.eat iaported as 
food aid and the poor quality of the res~lting flour. At the saae tiae sales 
of ailled bran, the second of SOPIBAD's products, vere slov to take off -
averaging only 50 tonnes a month or one sixth of capacity. 

High costs. Delays in starting up and low rates of capacity utilization 
inevitably led to increased costs but so too did the choice of site, 
overstaffing and the huge electricity bill. Expenditure in the year 1986-1987 
totalled DF83 million, of vhich 45 per cent vent on the vork force, 11 per 
cent on rent and 8 per cent on electricity, though this increased to 19 per 
cent of total costs per month vhen EDD re-evaluated the charges. 

Since the end of 1987 SOPIRAD bas resolved most of these difficulties. 
Costs have been cut by reducing the size of the vork force in the 
administration, the area rented from the port, the credit given to clients and 
the electricity consumption. SOPIRAD has also come to an agreeaent vith the 
government and the EC about the quality and timing of the grain shipments. 
Payment vill nov be made three months after delivery. ltore important, SOPillAD 
has received protection from the government in the fora of an 18 per cent 
surtax on imported flour. This surtax vill be reassessed regularly to take 
account of the changing price of flour iaports. The Ministry of Coumerce has 
fixed a ceiling of DF45/kg for flour, which corresponds to the price at vbich 
SOPIBAD can sell profitably vith production at 9,000 tonnes per year, 
amounting to about 75 per cent of the doaestic aarket. In the aonths after 
the tax vas imposed, flour sales increased rapidly and the COllpany nov expects 
to make a healthy profit in 1988. 

Baiwal Aluminium, Boulaos Industrial Estate 

The company was set up in 1981 and began operations in December 1982. It 
manufactures a range of prefabricated aluminium windows, shutters, ceilings, 
partitions and other aluminium joinery products. These products are assembled 
from moulded aluminium, glass, formica and plastics imported from Europe and 
the Far East. The initial investment of DF40 million was provided by a 
company vi th similar enterprises in Lebanon and Yl'!lllen Arab Republic. Under 
the Investment Code the company received an exoneration from the trading 
licence for eight year and exoneration from the TIC on imported raw materials 
for two years. 

Current production is estimated at 1,500 windows, 1,500 doors and 
100 partitions per year. The products are of high quality and a wid~ range of 
finishings and styles are offered, all of which are made to order. Turnover 
for 1987 was approximately DF200 million, compared vith DF102 million in 1985 
and DF99 million in 1984. The management calculates the company's market 
share as 23 per cent. Virtually all sales are to the French Army. In the 
past two orders have been sent to Madagascar but otherwise there are no 
exports. 

Production costs are high. The wage bill totals DF13.2 million per year, 
the rent on a site in the Boulaos Industrial Estate cost another DF18 million 
per year and electricity DF6 million. Dependence on imported materials forces 
the company to maintain large stocks tying up capital. The import tariff 
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structure, which charges finished goods and rav materials the saae ad-valorem 
rate of 23 per cent, coapo1Dlds the problems of high costs for imported rav 
aaterlals since, when wastage during the assembly process is taken into 
accomit, the tu: per 1Dli t of finished good ls higher than that paid by 
iaports. Bevertheless, the prices Bajval offers are competitive with imported 
products. 

Kajval has requested protection froa the governaent in the fora of a 
surtax on imported almainima products arguing that the capacity of existing 
plant in Djibouti is sufficient to meet tb• needs of the local market. Such 
protectionist measures are not warranted, although a precision of the tariff 
structure to distinguish between imported finished goods and rav materials 
aerits consideration. 

Dtiboutl Editions Diffusion CQJED). Free Zone Diibouti 

DJED, a private company, vas set up in 1983 to transform imported rolls 
of paper into sheets for sale to printing presses and retail outlets and to 
produce exercise books for the local market. The project vas initially 
proposed at the 1983 Donors' Conference with a request for DF235 aillion 
fmiding. It vas seen as a means of reducing Djibouti's dependence on imported 
finished paper products, estimated at 430 tonnes in 1983 and costing between 
DF250 and DF300 million in foreign exchange. Although French Aid Co-operation 
(FAC) funded a feasibility study, no other external finance vas forthce>11ing. 
The Ministry of Industry subsequently sought a private sector rroaoter. A 
total share capital of DF54 million vas raised froa Djibouti nationals and 
another DFS million from a French citiz~ who agreed to act as agent. A 
long-term loan of DF75 million vas arrang-ed froa the Djibouti Development 
Fmid. 

At present, DJED faces bankruptcy: the staff have not been paid for 
several months, the enterprise is far behind on its loan repayments, the stock 
is depleted and there are no f1Dlds to pur~hase materials. 

Start-UP difficulties. On the advice of the Ministry of Industry DJED 
rented a site in the Free Zone in 1983. Over the following tvo years 
machinery and materials were sent from France, the factory vas built and the 
staff trained 1.Dlder the supervision of an expatriate consultant and the 
Ministry of Industry. Production only began in 1985. The management argues 
that the size of the factory built vas far larger than necessary and the site 
rented from the Port Authority vas more expensive than alternative sites 
outside the Free Zone. Furthermore, the machinery purchased from France vas 
not suited to the company's needs - one of the machines has never been used -
and far more expensive than market prices. In an effort to save money, the 
factory vas never attached to the mains grid. Power is supplied by a diesel 
generator which is not large enough to power all the machinery at once and so, 
from the start, the factory worked below capacity. 

Training and manaaement. The training received by the technical staff 
was inadequate and, with frequent breakdowns in the machinery, the quality of 
the product was pocr and orders were frequently delayed. ronsequently, 
clients preferred to purchase imported goods. Production was only 
intermittent through 1986 and early 1987. 

finances. In May 1987 a CDI technical assistant was sent to identify the 
managerial and technical problems faced by the company. Verification of the 
acco1Dlts revealed a deficit of DF135 million. The lack of working capital 
prevented the company purchasing stock and production had ground to a halt. 
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In an atteapt to revitalize the cciapany, the aanageaent abandoned the 
production of exercise books and arranged a loan of DF14 aillion froa the 
Banque de Djibouti et (llloyen Orient for the purchase of offset printing 
.. chinery. this aachinery vas installed in January 1988 and it vas hoped that 
sales of printed paper could generate a revenue of DF12 aillion per month. 
Unfortunately a continuing shortage of vorking capital bas prevented the 
company building up adequate stocks of paper and ink and so production has 
been vell belov capacity. By September 1988 production had all but stopped. 

With funds to purchase basic materials and Unit the factory to the 
electricity grid, printing could start up again. However, neither the 
cOllllercial banks nor the Djibouti Development Fund are prepared to make 
further funding available and the company may soon have to be liquidated. If 
funds are made available the company will need continued cechnical and 
aanagerial assistance to develop a management strategy. 

Air Liquide. Diibouti 

This subsidiary of Air Liquide (France) vas set up in Djibouti in 1950. 
lhe factory is on a site just outside the Free Zone, close to the port. It 
eaploys fourteen persons. In 1987 the company produced 22 ,000 cu • of oxygen, 
7,000 cu a of acetylene and 500 cu • of amaonia. lhe company also sells a 
small quantity of protoxyamaonia, argon and freon imported froa France. 
Turnover for 1987 amounted over DFlOO million and taxable profits amounted to 
DF20.7 million. 

Kost of the output is sold on the local market, which is restricted by 
the absence of heavy industry. In 1987 the plant was working at only 
one-quarter of its capacity. lhe tvo largest consumers are the medical 
ser?ices and the French Army which, combined, account for about 40 per cent of 
the sales of oxygen. Other major consumers are garages and the construction 
industry. Sales to the construction industry fluctuate markedly from year to 
year. In 1986 the construction of the Berbera cement factory in Somalia 
boosted demand for oxygen to 27,000 cu• from only 18,000 cu• the year 
before. With the completion of the 'Unity Road' in June 1987, the other large 
project of the last few years, and a slump in the housing construction 
forecasts for production in 1988 and 1989 are markedly lover than in the last 
fev years. 

There are fev opportunities for export to neighbouring countries. The 
large construction projects underway in northern Somalia have been stopped by 
internal political troubles and Ethiopia is virtually self-sufficient. Sales 
to Democratic Yemen, which accounted for about half the plant's output in the 
late 1970s, tailed off following the establishment cf a local air compression 
plant. High prices also discourage the development of an export trade. 
Current prices - DF2, 700 per cu m for oxygen and anmonia and acetylene 
DF4,150 per cu m - are roughly double those in Europe. This reflects both the 
size of the plant and the high factor costs: the annual wage bill amounts to 
DF33.6 million and the cost of electricity in 1987 was DFS.4 million. 

An increase in production in the near future will depend on the 
introduction of local heavy industry or increase in activity in the 
conatruction sector. Reither of these developments are anticipated. However, 
if demand does increase the company can increase production eightfold within a 
matter of months by the utilization of dormant capacity and the addition of 
further plant to the same site. 
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Societe "Xareed" de Fabrication des Boissons llYgieniaues. Dtibouti 

Societe "Xareed" is a private company producing distilled water. The 
total investaent realized when the company was set up in 1984 was 
DF41) aillion. This coapany has not benefitted fro• the Investment Code and 
pays the Taxe Int~rne sur la ConsOIB&tion (TIC) and patent charges. 
Production capacity is 1,200 litres per day. At present the factory employs 
nine persons and the annual cost of salaries, as declared to the CPS, is 
DF4.5 aillion. In response to a questionnaire sent by the Ministry of 
Industry, Societe "Xareed" identified electricity as an important component of 
total costs. 

Although the distilled water is primarily intended for use by the 
transport and industrial sectors rather than domestic consumption, Societe 
"Xareed" boosted sales in its first year of o~erations by selling bottled 
distilled water as "Eau Raturelle". Th~ price of DF20 per litre was less than 
one seventh of the price of Eau de Tadjounh and the product sold well. In 
1986, however, following protests from SEET, the government forced Societe 
"Xareed" to remove the term "Eau Raturelle" from its publicity. Since then 
sales for domestic consumption have decreased. 

SOFDIT (Fabrication des Sandales en PVC), Diibouti 

SOFDIT, a family enterprise producing thong sandals from PVC, began 
production in 1982. In 1984 the promoter proposed to increase the level of 
production by employing thirty workers, purchasing a wider selection of sizes 
and producing the thong component that was formerly imported. An application 
for a loan to purchase the new machinery was made to the Djibouti Development 
Fund and to the Investment Code Coanission for exemption from the TIC on 
imported raw materials. This application was rejected on the gro\Dlds that 
SGFDIT had already received an exemption from the tax in 1980. The Commission 
criticized SOFDIT for failing to undertake a market survey before proposing 
its new investment. Nevertheless, an exemption on the TIC on imported capital 
goods was granted. 

The company has now ceased production. A survey carried out by the 
Ministry of Industry in December 1986 explained that its closure resulted from 
competition from imported products in the small local market and the poor 
maintenance of equipment. There are no plans to re-open the factory. 

Societe Diiboutienne de Fabrication et Conditionnement CDJIFACO), D1ibouti 

DJIFACO, a pr~·1ate company, was set up on the Boulaos Industrial Estate 
in 1981 with a cap.;.tal of DFll million. It produces four brands of domestic 
liquid detergent - Djivaiselle, Djivitire, Djisol and Shampooing a l'Huile de 
Coco - from concentrates imported from France and the Federal Republic of 
Germany. There is no mixing or bottling machinery in use at the factory and 
the four workers employed at the factory are all unskilled. Production varies 
between 60,000 and 70,000 bottles per year: a level estimated at about 35 t~ 
40 per cent of capacity. Turnover is estimated at DF20 million per year, 
including sales of imported cleaning products. The main costs are salaries 
(DFl. 7 million per year according to statistics provided by the CPS) and raw 
materials. 

The main constraint on increasing production is the size of the market. 
The management estimates that it holds about 40 per cent of the market for 
liquid detergents, though this market numbers only 16,000 consumers. Most 
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Djiboutians purchase cheaper all-purpose powdered detergents and they consider 
DJIFACO•s products luxury items. In recent years the volume of imported 
powdered detergents, mostly from France and the People•s Republic of China, 
has increased steadily - from 491 tonnes in 1983 to 837 tonnes in 1985. These 
finished products pay the same TIC as imported rav materials. This is equally 
true of the imported liquid detergents that compete directly with DJIFACO•s 
products, particularly among the expatriate collllunity vhich is used to the 
French brand names that are readily available in Djibouti. Even so, DJIFACO's 
products are competitively priced although they are occasionally undercut vhen 
old stoclt is "dumped" on the market. 

There is little opportunity to increase sales through exports. Attempts 
to find outlets in Somalia and Ethiopia were discouraged by import 
restrictions and local competition. Exports to Yemen Arab Republic are 
impossible given the 150 per cent surtax protecting local producers. DJIFACO 
has requested protection for its products so as to increase its domestic 
market share and believes that it could increase production fivefold within 
three months to cope with the increased demand. With increased turnover the 
management believes that it would become profitable to produce its ovn plastic 
containers. 

Enterprise Artisanale de Ceramique de D1ibouti. PK20 D1ibouti 

A small clay brick factory was established at PK20 on the road from 
Djibouti City to Arta in 1986. The promoter financed the project with 
personal capital of DF25 million and a DF18 million loan from the Djibot!";i 
Development Fund. The enterprise was exempted from the trading licence fee 
and TIC and surtaxes on imported materials for the first five years. 

The plant consists of a semi-automatic brick making machine with a 
capacity of 400 cu m. It is powered by a diesel generator. The bricks are 
baked in a 16 cu m oven fuelled with used lubricating oil, thereby saving on 
fuel costs. Clay is dug in pits used by a stone-breaking plant nearby. There 
are seven employees, all of whom were trained at the factory. 

Four types of brick are produced: a hollow brick 15 cm by 20 cm by 
30 cm, another 6 cm by 11 cm by 22 cm, and two styles of facing brick. Output 
is about 20 cu m of bricks per week and annual turnover is estimated at 
DF25 million. Although the construction industry was, initially, slow to 
adapt to the new material, being accustomed to building with concrete blocks 
and discouraged by the poor quality of the first products, as technical 
problems with the firing process have been resolved and the competitive price 
of the clay bricks has become better known, sales have increased steadily. 
Indeed, during the second year of production sales doubled. At present the 
factory is unable to meet demand. A new oven is under construction which will 
double output. This has been financed from the profits of the first two 
years' operations. A further bottleneck in the production process - the 
breaking and washing of clods, which is currently done by hand - will be 
removed by the purchase of more machinery. An application for a further loan 
from the Djibouti Development Fund is being prepared. Even with these 
developments, however, the factory is unlikely to be able meet current demand 
estimated at about 2 million tricks - four villas - per month. A further oven 
and a second working shift are planned for the near future. 
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3.3 A reviev of Proposed industrial proiects 

This section examines selected industrial projects proposed by the 
Ministry of Industry, experts from donor organizations and private 
entrepreneurs. The projects can be classified into three broad groups: those 
aiaed at import substitution, those seeking to develop natural resources and 
tho~e providing a linkage vith other sectors of the economy. 

Pasta and biscuit factory 

A Pasta and Biscuit Factory project vas presented at the 1983 Donors' 
Conference and a feasibility and market study, funded by UBIDO, vas completed 
in 1985. The study considered the plant viable, provided that it received 
exemption from the TIC on imported rav materials and that the customs 
structure protected the plant against "dumping" by surtaxes on imported pasta 
and biscuits. An internal market of 3,000 tonnes of pasta and 300 tonnes of 
biscuits per year vas foreseen, vith potential export markets in Ethiopia and 
Somalia. The level of investment required for a plant vith 3,400 tonnes 
annual production capacity vas estimated at DF541 million. The break even 
point vould be at 60 per cent of capacity and a return on the investment could 
be achieved vithin five years. 

Despite this favourable prognosis the project has not attracted a 
promoter, perhaps because high investment required and the necessity of some 
degree of government protection. Bevertheless, the steady growth cf pasta 
imports, from 2,753 tonnes in 1983 to 3,793 tonnes in 1985, indicates that a 
small pasta factory could find a local market. Moreover, the project falls 
within the bo\Dlds of the government strategy of industrial development through 
import substitution and vould provide a downstream linkage for the existing 
flour mill. 

Vegetable oil mill 

A project proposed by a UNIDO mission in 1986, the vegetable oil mill 
would process imported soya and cotton seed oils for the local market and for 
export to Ethiopia and Somalia. The oil could also provide a raw material for 
the industrial manufacture of soap and the residue could be fed to cattle. In 
1985 Djibouti imported 75 tonnes of peanut oil, 575 tonnes of soya oil and 
3, 139 tonnes of palm and other vegetable oils at a total cost of 
DF564 million. Production at this scale is better suited to small artisanal 
oil milling enterprises than a large industrial plant. 

Plastic oackaging factory 

At present only SEET produces its own packaging materials, all other 
enterprises depend on imports. This has an opportunity cost in terms of 
increased stocks required and presents the danger of delays in delivery. It 
is unlikely, however, that the scale of the domestic market could support an 
industrial packaging enterprise, a project that was proposed by a URIDO 
mission in 1982. In 1985 imports of plastic packaging materials amounted to 
205 tonnes at a cost of DF73 million. A successful packaging plant would have 
to be versatile enough to produce a wide range of packaging materials for the 
local market, this would inevitably require increased capacity and high 
overhead costs. More successful, might be a smaller, artisanal plant, or the 
introduction of packaging plant at the existing industrial enterprises. 
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Soap factoa 

A soap facto-:y wa~ first proposed by a private coapany. The feasibility 
study was completed in 1~80. ministerial agreement to the project was given, a 
site was obtaine"1 and developed, but, instead of installing machinery, the 
company made the factory into r warehouse. 

The project was later presented to the 1983 Donors' r.~nference. A total 
investment of DFf\25 million was envisaged for a factory producing 900 tonnes 
of household soap, 100 tonnes of toilet soap and 500 tonnes of powder soap. 
Funding would, the government hoped, be provided in part by a private 
company. The pre-feasibility study indicated that this level of production 
would represent about two-thirds of total imports at the time!. In 1984 a 
Saudi Arabian businessman showed interest in the project but it was abandoned 
before even a feasibility study had been undertaken. A brief look at the 
level of soap anci soap powder imports - 2,357 tonnes in 1985 at a cost of 
DF385 million - and their consistent upward trend since 1980, indicates that 
potential market for import substitution does exist. The question is whether, 
a small plant could be profita1>le in this notoriously competitive industry 
where there are significant economies of scale. 

Cigarette and tobacco factory 

At the end of the last century there was a small cigarette factory in 
Djibouti. Today, however, all cigarettes and tobacco products are imported. 
The total value of tobacco imports in 1985 was DFl,500 million - 759 tonnes -
most of them coming from the United Kingdom and Netherlands. D~spite a 45 per 
cent surtax on im9orts, cigarettes :sell very cheaply in Djibouti and there is 
a significant but unquantifiable trade with neighbouring countries. The 
proliferation of foreign brands would make it very difficult for a local 
manufacturer to secure a market share without import controls. Alternatively, 
if a factory could secure manufacturing licences for a wide range of imported 
brands, a cigarette factory might achieve a competitive output. At present, 
however, several importers hold 'exclusive' trading agreements with 
manufacturers and, unless they can be acco11111odated, there is likely to be 
considerable resistance to such a project from the commercial sector. 

Wood transformation 

The construction industry depends on imported wood products including, in 
1985, 1,042 tonnes of imported planks. An industrial plant for the 
preparation of these imports for construction and furniture industry was put 
forward at the Donor's Conference. The estimated cost of the project was 
DF195 million. It has now been abandoned. Wood imports have decreased 
markedly since 1982, wh.-n the pre-feasibility study was undertaken, largely 
because of the increased use of aluminium. 

Clothing factory 

The clothing industry has seen rapid growth in the Caribbean Region under 
the Caribbean Basin Initiative, based on the assembly of cloth cut in the 
United States and then re-exported into the American market. Development of a 
similar exp1rt orientated clothing industry in Djibouti depends on two 
factors: iirst, the relaxation of the rules of origin under Lome III and the 
following convention, currently under negotiation, and secondly, in this 
labour inte~sive industry, a reduction in labour costs. 
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A clothing industl'Y directed at the domestic market would also face the 
problem of high producticn costs because high wage levels and the expense of 
importing textiles. Finished clothing imported from the Far East is 
competitively priced and has the advantage of including internationally 
renowned fashion brand names. Under these circumstances a local clothing 
manufacturer is unlikely to succeed without protection. A small tailoring 
work.shop producing fashion clothing failed after it was unable to secure a 
place in the market. However, a weaving and clothing assembly project was 
proposed by a local entrepreneur, who runs a small artisanal weaving and 
clothing manufacture enterprise, in 1987. This project, with an anticipated 
investment of DF51. 7 million, will employ 55 persons. The project has been 
exempted from the TIC on imported materials necessary for the investment and 
the trading licence fee for six years by the Investment Code Coanission. 

Sho£ factory 

In 1982 the Ministry of Industry requested funding for a feasibility 
study on the manufacture of shoes for the domestic market. A range of raw 
materials were considered: leather, plastic, vinyl and textiles. An artisanal 
enterprise, SOFDIT, p-roducing plastic thong sandals co111nenced operations in 
1986 but has since closed down because of the narrowness of the market and 
competi tic ::t of Far Eastern uports. Despite this reverse, a shoe factory, 
perhaps based on locally cured leather, merits consideration for a 
feasibility study of local and, more important, export potential. Given the 
high factor costs in Djibouti a shoe factory, however, is unlikely to be able 
to compete, either at home or abroad, at the lower end of the market. High 
quality manufacture will, howe.ver, demand high quality leather and a well 
trained labour force, neither of which are available in Djibouti at present. 

Assembly of household refrigerators and air conditioning units 

Nile Trading, a local company currently importing household refrigerators 
and air conditioning units, proposed a factory assembling these products from 
imported kits. Market, tec!mical and financial pre-feasibility studies were 
prepared in which the promoter aimed to take 20 per cent of the local market 
initially, producing 500 refrigerators and 1,000 air conditioning units per 
year in the the first five years of operations. The company would have 
employed twenty persons, but it was abandoned in 1983. Another importer, 
Societe Chideh, proposed a similar project in 1984. Following a detailed 
feasibility study this too was abandoned. 

Imports of refrigerators and air conditioning units were valued at 
DF2,836 million and DF2,121 million respectively in 1985, and, since 1980, the 
value of imports ~ave grown steadily. The project would, therefore, appear to 
merit a detailed feasibility study. 

Pharmaceuticals 

In 1979 a study by the Centre de Developpement Industriel des Pays Arabes 
(IDCAS), Tunis, advised that the development of a pharmaceuticals industry 
would be feasible in the long term, once DjiLvuti had developed thP basic 
laboratory skills necessary for quality control. In 1987, a local company, 
the Soc:ete Djibouto-Pharma, requested tax exemptions under the Investment 
Code for a factory producing injectionable solutions hygienically packaged in 
PVC bags or bottles. The project envisaged an investment of DF190.5 million 
and a staff of 10 persons. The factory would produce 400,000 to 600,000 doses 
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per year, which would represent 60 per cent of the regional market and 40 per 
cent of the internal narket. Having the support of the Ministry of Health, 
which holds a monopoly on the distribution of medicines in Djibouti, th~ 
Investaent Code Comaission granted the enterprise t~1e full benefits of the 
Code under Regime B, including exemption from the tax on profits for six years. 

The project's success depends on its ability to penetrate regional 
narkets. These are not, by any means, open. Both Ethiopia and Somalia have 
young pharmaceuticals industries which they are eager to protect and, as in 
Djibouti, the government holds quasi-monopolies on the distribution of m0 dical 
products. Wider distribution in Africa will be restricted by the large 
international pharmaceutical corporations which have, until recently, divided 
Africa into exclusive sales areas. The importance of government co-operation 
is underlined by the reluctance of the Djibouti government to allow private 
sector distribution of medical products. A foreign owned company, the Societe 
Industrielle Canado-Djiboutienne de Produits de Sante, which aims to 
distribute imported medical products, applied for exemptions under the 
Investment C~de at the same time as Societe Djibouto-Pharma, but a decision on 
its application was postponed pending the agreement of the Ministry of Health. 

Assembly of electrical appliances 

In 1987 the Societe Wang-Djibout:i, a company that currently imports, 
installs and maintains computers and telex machines, put forward a proposal to 
set up an assembly plant in Djibouti. The company anticipates an output of 
1,000 micro processors and 500 telex nachines per year. The planned 
Investment is DF115.8 million and the work force would consist of 23 persons, 
two of whom would be expatriates. The comission' s decision was postponed 
pending a review by the Ministry of Industry. 

Several other importers Of electrical goods have snown interest in the 
development of an ass~bly plant. The market for electrical appliances is 
certainly growing in Djibouti and was valued at DF4,674 million in 1985. 
Importers are also eager to take advantage of the developing market in 
Ethiopia where the government has declared its policy to increase the 
computerization of the administration over the next five years. 

Fish processing 

A feasibility study for a fish process•.ng plant, funded by AIDO was 
completed by IDACAS in 1986. The study envisaged a freezing plant with a 
storage capacity of 200 tonnes funded by an investment of DF213 million. The 
project responds to Djibouti's increasing fish catch, the lack of preservation 
facilities and the slow growth of domestic demand which will force the Fishing 
Co-operative to look to overseas markets. At present growth rates the catch 
will increase to 1,000 tonnes per year in 1990 and 4,280 tonnes by the end of 
the century. Domestic d~mand will not keep pace. At current growth rates 
domestic consumption vi 11 have risen from 340 tonnes in 1985 to 1, 885 tonnes 
in 1980. Acc~rding to these projections surplus production will increase from 
40 tonnes in 1985 to 136 tonnes in 1990 and 2,295 tonnes in the year 2000. If 
the industry is to reach its full potential ,rocessing and storage facilities 
will have to be introduced for domestic and 1~xport sales. 

The IDACAS survey estimated that the initial investment could be 
recuperated within six to seven years of operation. These returns are 
unlikely to attract a private investor in Djibouti, however a public or 
mixed-capital enterprise should be considered and measures taken to initiate 
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the project. The forecasts of surplus production and estimated potential 
catch of 7 ,000 tonnes per year may be sufficient to support other :neans of 
fish preservation - canning, drying or salting - and these options merit a 
detailed economic study with a view to exports in neighbouring countries. 

Tannery 

A tannery project was put forward at the 1983 Donors' Conference based on 
a feasibility study prepared by the Societe Europeene des Peaux in 1980. The 
study suggested that a vet-blue tannery with an production capacity of 
500,000 skin~ ner year could be profitable. In 1985 a Swedish company, 
Glacelader, _ l to build and manage a tannery plant and market its products 
in partnership with the government. It undertook to provide 30 per cent of 
th'! finance and loans of DF180 million and DF137 million were arranged with 
the OPEC Fund and the Swedish Government. The company requested that the 
government select and prepare a site for the company and provide tax relief 
under the investment code. After numerous administrative delays the project 
was abandoned by the promoter. 

The project remains attractive as a means of adding value to skins that 
are currently exported unprocessed and providing a linkage between the 
agricultural and industr!al sectors. The viability of the project should be 
re-examined uid a promoter sought. 

The exploitation and refinery of salt (Lake Assal) 

In 1969 Mitsubishi Shoji Kaisha commissioned a financial and technical 
study of a salt mine at Lake Assal. The study revealed that the project could 
compete with an alternative site examined at Exmouth Bay, Australia, even 
though well "'-:er half the initial investment of $13 million (at 1969 prices) 
would have to be spent on ~ transport link from the lake to the sea and a 
terminal at the coast. In the end Mitsubishi opted for the Australian site, 
encouraged by large government incentives, and reluctant to undertake large 
investments while the market price for salt was relatively low. 

The project was reviewed by the Technical Advisor at to the Ministry of 
Agriculture in 1979, who estimated that, dependent on the market price of 
salt, the project could still be economically feasible. Then, in 1986 a local 
promoter, the Societe Djiboutienne d'Exploitation des Sels du Lac Assal 
requ~sted finance for a feasibility s~udy from the Ministry of Industry. The 
present status of the enquiry is not known. 

Exploitation and refinery of marine salt 

The Compagnie Salines du Midi et de Djibouti which produced and exported 
salt by the evaporation of sea water ceased operations in 1957. In 1985 a 
local company, the Compagnie de !'Exploitation de Sel de Djibouti, proposed to 
revive the industry. It recelved provisional permission to develop 
11 h~ctares south of th-. Boulaoa Industrial Zone for salt flats. The 
promoters proposed to produce 2,000 tonnes for sale within Djibouti and export 
to Ethiopia, Uganda, Burundi and Rwanda. A final decision was dependent on a 
feasibility study. As yet, however, no feasibility has been produced. 

Cement pla.n1 

A cement factory was proposed at the 1983 Donor's Conference for a site 
at Ali Sabieh near to substantial limestone deposits. An output of 
66,000 tonnes per year was foresP.en for sale on the domestic market, though 
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this vas vell over double the vol\ae of cement iaports at the tiae. and export 
to Saudi Arabia. Polysius, a French company, completed a technical 
feasibility study in 1984. This indicated that a lDOdular cement factory vould 
cost $25 million, giving a cost per lDlit of cement produced appro:daately 
equal to that of the European factories vith outputs of 300,000 tonnes per 
year and above. The construction of a pover station on site vould, however, 
considerably increase the capital costs. 

The project vas eventually abandoned after a market study, c01missioned 
by the Austrian government, vho had promised capital funding, estimated that 
the local market vas only 40,000 tonnes per year and that this might decrease 
as construction tailed off. In 1985 only 29,0QO tonnes of cement vere 
imported. The completion of the Berbera cement vorks, vith a capacity of 
200,000 tonnes, across the border in Somalia in 1986 undermines any plans to 
re-open the proj~ct since Djibouti is, effectively, within its market area. 

Brick factory 

A brick factory, vi th an annual production capacity of 10, 700 tonnes, 
sufficient for the construction of 250 villas per year, vas also proposed at 
the 1983 Donor's Conference. The project envisaged a fully mechanized plant, 
at Petit Bara (60 km from the capital), vith its ovn 250 kVA pover generator, 
at an estimated cost of DF275 million. The World Banlt doubted the viability 
of the project - the volume of production anticipated vas at least double 
market demand at the time and, vith the decline in the construction sector, 
about four times present demand - and it recehed no offers of funding. A 
small artisanal brick factory vas established in 1986 and this has been 
successful. 

Construction materials and diatomites 

The potential for the development of diatomites and construction 
materials is discussed in Section 5.2. A recent project for the construction 
of an oil refinery, currently at the stage of a feasibility study, raises 
hopes that these materials vill be exploited. 

Animal salt licks 

A feasibility study for a factory producing anim~l salt licks has been 
completed and the project has been approved by the Investment Code of 1984, 
but the government has been unable to find a private promoter. 

Fertilizers and pesticides 

Funding for a feasibility study on a small fertilizer and pestici~e 
manufacturing plant vas requested by the government in 1982 as a means of 
!Inking the industrial and agricultural sectors. However, Djibouti has 
neither the expertise nor the raw materials needed to develop such a plant. 
Furthermore, the small size of the local market vould force the plant to find 
a regional market to achieve economies of scale that vould allov it to compete 
with world producers. As yet no feasibility study has been undertaken. 

Production of compost from urban wa~ 

Proposed by a UNIDO mission in 1982, the project addresses the problem 
faced by Djibouti's agricultural sector and specifically identified by the 
Economic and Social Orientation Law of 1983 (Article 47): shortage of organic 
composts. The project has not yet attracted funding. 
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Railway rolling stoc1t worksbop 

In 1986 a UIUDO mission suggested that rolling stock for the Chemin de 
Fer Djibouto-Ethiopien (CDF) could be manufactured in Djibouti and the surplus 
capacity could be used to supply railways elsewhere in East Africa - such as 
the proposed Addis Ababa-Assab line. At present the CDF workshops are based 
at Dire Dawa in Ethiopia and the management hopes to aove these to Djibouti, 
if an agreement can be reached with Ethiopia, but has no plans to produce its 
ovn rolling stock. Current capacity is judged adequate for the foreseeable 
future and several new engines have recently been put in service as part of an 
aid package agreed with the EC and Italy. 
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4. lllOOSIRllL DEVELOPRD? STRATIGIES 11 PL&llS DD IllSTITUTIORS 

4.1. Policy orientation 

the development strategy 

The EconOllic and Social Develoiiment Lav pr011Ulgated in 1982 (Lav 
Ko.251/Alf/82) vas the first explicit statement of Djibouti's development 
strategies since independence, with priorities focussing on the following for 
the period 1983-1989: 

- development of Djibouti as a major international maritiae centre; 
fight against poverty among the urban and rural population; 
reduction of Djibouti's dependence on imported foodstuffs; 
industrialization; and 
reduction of Djibouti's dependence on imported energy. 

The strategy emphasizes the development of the port and comnmications 
facilities, which formed the bacltbone of the economy in the pre-independence 
period, and implies that, through aodemization, they can continue to fulfil 
the leading role. At the same time, the govenment seeks econ011ic 
diversification, both to generate nev employment opportmities and to take 
advantage of the available hUltall and natural resources. In each of t: .. 
sectoral development strategies a reduction in the dependence on imports comes 
high on the list of priorities mderlining the govemaent •s determination to 
achieTe economic as veil as political independence. The guiding concept for 
deTelopment is, however, clearly identified as social welfare (Article 20): 
the satisfaction of the basic needs of the population and the correction of 
regional and sectoral imbalances. 

As in the pre-independence period, the priTate sector is the tool of 
deTelopaent. The government has retained the liberal trade, fiscal and 
inTestment policies of its predecessor and relegates the role of the State to 
"guardian of the public interest" (Article 5). Private investment is 
encouraged by the freedom to repatriate profits through the \Dlrestricted 
conversion of the Djibouti franc and, since 1984, generous tax concessions 
under the InTestment Code. The State will, however, intervene where it 
considers the public interest under threat (Article 9). Labour legislation 
strictly enforces the minimum wage and regulates the quality of the work 
enTironment. The State will also intervene on environmer.tal issues. 
Furthermore, whilst adhering to the principle of free trade, the government 
intervenes to regulate the price of basic foodstuffs and will, if necessary, 
protect "infant industries" during the startup period with surtaxes on 
competitive imports. 

In the absence of suitable private promoters the State viii undertake the 
development and management of coamercial as well as infrastructural 
development projects. The association of private and public capital in these 
projects, through mixed stock enterprises and management and coamercial 
concessions, is encouraged as a means of ensuring the rational and profitable 
use of resources (Article 8). Relations between the private and public 
sectors in these joint enterprises are defined by contract. 

During the first four years of independence the government's investment 
programme concentrated on the development of infrastru~ture leaving coamercial 
development to the private sector - only one industrial project, the water 
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bottling plant, recei•ed governaent finance. In lloveaber 1983 the docmaent 
presented to the Donors' Conference, gi•ing details of the investment 
progr ... e for 1984 to 1989, broadened the field of public in•estaent but the 
priority remained infrastructural de•elopaent (Tabl~ 4.1). 'Ihe docmaent 
proposed an aabitious in•estaent progr ... e of $482 aillion, ho aillion of 
which vould be financed out of the national budget, for a "shopping list• of 
over one h\Dldred projects. At the tiae of the Conference f\Dlds or proaises of 
funds totalling $171 aillion had already been recehed and further extemal 
assistance to the t\Dle c~ $311 aillion vas requested. 

Table 4.1: Sectoral distribution of investment funds presented to the 
Donors' Conference. 1983 

(US$ million, 1983 prices). 

llev Total Per cent 
projects investment total 

Water 7.8 8.1 1.7 
Agriculture and forestry 5.8 7.3 1.5 
Stockraising and fishing 21.l 23.4 4.9 
Energy and research 32.8 71.4 14.9 
Manufacturing and industry 51.l 53.2 11.0 
"'ourisa 3.2 6.0 1.2 
Transport 63.5 145.C 30.0 
Telec01111unications 16.9 26.0 5.4 
Urban development 34.8 66.5 13.8 
Education, youth and sport 63.8 64.2 13.3 
Health 9.9 9.9 2.2 

Total 310.7 481.8 100.0 

Of 

~ource: Conference de Donateurs, Volume II, Progn•e d' Investissements et 
Recueil de Pro1ects, pp. 33-39. 

Silortly after the Conference a World Banlt mission reviewec.' the 
Development Programne and recoanended that the scale of the investment should 
be reduced to $390 million in the interests of the country's overall financial 
stability. their revised total would be financed with the aid of $16 million 
in medium- and long-term loans and $194 million in grants. The mission 
identified a list of nine projects, with an estimated cost of $179 million, 
through which the cost reduction could be &chieved. 'Ibis list included two 
industrial projects: the brick factory and the cement plant. Details of the 
cost reduction depended, ultimately, on a detailed re-examination of the 
economic and technical feasibility of these projects and their costings. In 
practice the investment programme was cut across the board as the response to 
the Conference was disappointing. The government has carried out the 
investment piecemeal, proceeding with those projects that received external 
funding. 
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At present a nev Econoaic and Social Orientation Lav. setting out the 
priorities for the 1989-1994 period, is being prepared together vith a nev 
•shopping list~. These docuaents are unlikely to change the priorities of the 
governaent 's development strategy significantly and vill build on the 
achievements of the first investaent progr._e. Bovever. in viev of the 
liaited success of the 1983 "shopping list• for industrial projects, it aay be 
hope:! that industry vill assmae a aore prOllinent place in the 1989-1994 
progr-e. 

the industrial developllent strategy 

The Econoaic and Social Orientation Lav identifies four goals of 
industrialization as (Article 53): 

a) training of nationals in the techniques necessary for industrial 
development; 

b) reduction of dependence on iaported manufactured goods by the 
valorization of illports; 

c) valorization of natural resources; and 
d} development of an international aarket for local products. 

To achieve these goals. Article 54 states the governaent's preference for 
small-scale projects which produce a high value added. integrate with existing 
industries and other sectors of the econoay, utilize the techniques aastered 
by nationals and encourage the upstream and dovnstreaa development of linkages 
and skills. These developments are to take place within a coapetitive 
environaent and to be directed towards sectors where Djibouti can hold a 
coaparative advantage so that "the econoay can occupy a long lasting and 
profitable place in the international division of labour" (Article 59). 

The private sector was to be the driving force of industrialization, 
encouraged by the State through the Investment Coae and advised by the 
feasibility studies prepared by the Ministry of Industry which are freely 
available to promoters. This private enterprise policy is wderlined by the 
docment presented to the 1983 Donors• Conference which put forward six new 
industrial enterprise projects. Of these three would be managed by private 
shareholders and three would be managed by mixed private and public companies. 
Only in the case of the cement factory, the largest and most ambitious 
project, was State ownership and management considered an option. 

The projects put forward to the Donors' Conference by the Ministry of 
Industry (Table 4.2.) were all aimed at meeting local market demand through 
import s- ·)stitution and, in the case of the brick factory and cement plant, 
developing local resources. Bone were directed primarily at an export market. 

A further DFlOO million was requested for studies on the development of 
an industrial est~te. Tvo other projects, providing upstream and downstream 
linkages to the agricultural sector - the Animal Feed Factory (DF460 million) 
and a tannery (DF700 million) - were to be managed by the Ministry of 
Agriculture in liaison with the Ministry of Industry. 
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Table 4.2: Industrial pro1ects presented to the 1983 Ponors' Conference 
(DF aillion) 

Milk factory 
Printing press 
Wood processing plant~/ 
Paper processing plantAI 
Pasta and biscuit factoryAI 
Soap facto~/ 
Briclt vorwl 
Ceaent factoryAI 

Total 

Bev protects 
External Total 
funding investaent 

195 
235 
200 
595 
275 

7,056 

8,556 

195 
290 
200 
625 
350 

7,430 

9,090 

Total 
investaent 

900 
360 
195 
290 
200 
625 
350 

7,430 

10,350 

--------------------------------------
Source: Conference de Donateurs, Voluae 11, Progr•wpe d'Investisseaents et 

Recueil de Proiects, pp. 149-173. 

Al Rev projects. 

Industry's share of the development progr ... e - only 11.9 per cent of the 
total investment proposed - vas disappointing and reflects the govel"Dllent 's 
priority of infrastructural development and the prOllOtion of Djibouti as an 
international COlllllercial centre. While no COllplete statistics are available, 
it is clear that industry's share of the funds actually disbursed vaa even 
smaller. Only one project, the Milk Factory, received finance and this had 
been agreed before the Conference. The Paper Processing plant received 
technical assistance from FAC but the capital vas provided by private 
shareholders. The Cement Factory project attracted interest from the Austrian 
and Iraqi governments but ·~·as abandoned after a discouraging market study. 
Bone of the other projects have been implemented. The success of the 
investment progrume can be judged in terms of employment: less than a sixth 
of the 630 jobs anticipated from the investments have actually been created. 

The poor response to the proposed projects may be explained, in part, by 
the lover than expected f\Dlding given by donors to the progrume as a whole. 
But donors were also discouraged by the inadequate preparation of the project 
outli~es: only one of the nev industrial enterpr~ses proposed had undergone a 
thorough market and feasibility study. The World Bank review of the 
investment programme identified both the cement factory and the brick works as 
risky and, whilst admitting that they lacked the technical expertise fGr a 
detailed study, advised that the projects should be remove:! from the list. 
The experience of this conference underlines the importance of well prepared 
and realistic pre-feasibility studies. These should be a priority of the 
Ministry of Industry before the next Donora' Conference. 
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A feature of the industrial projects presented to the Donors' Conference 
is the scale of the investment anticipated: DFl0,350 aillion in total with an 
average of DFl,294 million per enterprise and DF16,429 aillion per job 
created, DF417 aillion and DFl0,069 aillion respectively if the cement factory 
is excluded. Furthermore these projects would be heavily dependent on 
imported technology, expertise and external finance. For these reasons, a 
recent report by the Ministry of Industry has criticized the policy of 
development as "replacing one fora of dependence with another•ll. The 
report goes on to outline a policy of auto-developaent in which the 
industrialization would be carried out by the local private sector through the 
pr0110tion of saall-scale enterprise. These enterprises, the report argues. 
are better suited to the needs of the local aarket, develop the management and 
technical skills of the local community and are more efficient at generating 
employaent per 1Dlit of capital invested. Iaport substitution and the 
development of a regional aarket are still seen as the aost suitable 
directions for development though the Ministry advised the provision of 
facilities and institutional support for the local saall-scale businesses to 
help them achieve these goals besides the large enterprises supported by 
external f1Dlding, vb.ether provided by donors or private capital. 
Unfort1Dlately, the existing institutions are ill-prepared for such a role. 

4.2. Institutional framewort for industrial develoJJllent 

Central planning and inter-ministerial co-or<lination 

A Directorate of Planning vas attached to the President's Office 1Dltil 
1~87. It vas charged with the following responsibilities: 

1. Co-ordinating the activities and investments of private and public 
sector enterprises. 

2. Preparing economic studies of projects pr:>posed by the specialist 
Ministries and by the private sector through the Investment Code. 

3. Encouraging national economic and social integration by combating 
the process and consequence of the growth of Djibouti City. 

4. Promoting and increase in national production by balancing the 
resources available to and the charges !evied on different sectors 
of the economy. 

In practice, however, the directorate played little part in the 
conception, co-ordination and implementation of the government's development 
strategy. These duties devolved <1n the Council of Ministers. Indeed, when 
the government prepared the documents for submission to the 1983 Donors' 
Conference, the President assigned the task to a working group of four 
Djibouti officials and two expatriates in whJ.ch the Directorate of Planning 
was noc represented. Consequently, the Directorate of Planning took no part 
in the f"rmulation of the government's development progruae for the period 
1983-1989. This has hindered the co-ordination of the ministerial development 
strategies; a task made no easier by the absence of institutionalized linkages 
and information flows between government departments and the unclear, and, at 
times, conflicting, division of responsibilities. The Ministry of Industry, 
for instance, has played little part in the construction of the Animal Feed 
Factory, which has been supervised by the Ministry of Agriculture. 

l/ Ministere de l'lndustrie, Service du Developpement Industriel, Ali Ahmed 
AU, Bilan de la DCceMie, 1977-·1987, 31 December 1986, pp.10-17. 
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In 1987 the responsibility for planning and the co-ordination of sectoral 
development strategies vas transferred to the Prime Minister's office. It is 
too early to assess the effectivene::is of the nev arrangements. However, 
consultation with government officials and the donor organizations reveals a 
body of opinion in favour of strengthening the planning authority and its 
development into an effective co-ordinating body. 

Industrial Development Service 

Under the provisions of lav Bo.37/AN/83 the Industrial Development 
Service (Service du Developpement Industriel), a department of the Ministry of 
Industry, vas set up to promote investment in the industrial sector by: 

a) identifying and studying the feasibility of industrial projects; 
b) counselling private investors to assist the implementation of their 

projects; 
c) assessing projects put forward to the Investment Code Coamission by 

private promoters; 
d) coamissioning specialist consultants and ordering equipment for 

public enterprises and public companies in which the State holds a 
majority share. It should also oversee the installation of plant in 
these companies and liaise with private shareholders; and 

e) co-ordinating with the Ministry of Agriculture in the development of 
agro-industrial projects and maintain close contact with other 
government departments. 

The Service has too few trained and experienced staff - only one 
qualified economist - to carry out the full range of its responsibilities. It 
is fully occupied attending shareholders and management meetings of the tvo 
public enterprises, participating in the Investment Code Coamiasion and 
receiving priva~e promoters from abroad. It has yet to carry out a full 
feasibility study, although eight studies have been coamissioned from 
consultants. There is little time for co-ordination with other government 
departments. 

To assist the Service in the promotion of private enterprise, UBIDO has 
agreed to provide technical assistance for a period of tvo years (DJI/26/014). 
An expert ar.d tvo UB volunteers will develop a procedure for the evaluation of 
industrial projects, particip~~e in the recruitment of staff, undertake market 
stud~es and review national resources in order to identify potential areas for 
industrial development. The technical assistants vlll train Ministry staff in 
the methods of project evaluation and realization. 

the International Chamber of Commerce and Industry of Dilboutl 

The Chamber of Coamerce ls a public organization which, following the 
provisions of Lav Bo.27/28 of 1978, comprises a plenary assembly of 36 members 
(24 titular members elected every three years by the registered members of the 
Chamber, 8 members appointed by the Chamber's Executive board and fcur 
appointed by the government) and an executive board comprising a President, 
three Vice-Presidents, a Treasurer and tvo Secretaries elected by the Plenary 
Assembly. A budget is prepared by the executive board, voted on by the 
Plenary assembly and then submitted to the specialist Ministries and the 
Council of M•.nisters for approval. 
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The Chamber of Coaaerce provides a bridge betveen the government and the 
business coamunity. Members of the Chamber sit on ten administrative boards, 
including those of the public enterprises and the port, and ten national 
coanissions, including that of the Investment Code. The Chaaber recomaends 
changes to and precisions of legislation to aid businessmen in the conduct of 
their affairs. It mediates betveen businessmen, the government and employees 
and advises businessmen on their statutory obligations and relationships vith 
governaent departments. 

An information service provides details of suppliers, foreign markets and 
enterprises and a bimonthly publication contains details of nev legislation 
and news of contracts and investment opportunities. The Chaaber may also give 
advice on unageaent and business life in Djibouti and provides training 
through occasional seminars. At the saae time the Chaaber proaotes Djibouti 
abroad through its links with Chambers of Coanerce abroad and publicity. 

These services are vell managed and, through its own initiative, are 
gradually being extended in the fields of information and training. 
Unfortunately, businessmen are poorly informed and reluctant to take advantage 
of the Chamber's facilities which are not exploited to their full potential. 

the Investment Code 

The Investment Code (Code des Investissements), promulgated as Law Ro.88 
in 1984, is the principal instrument for the promotion of private investment. 
The code covers developments in the fields agriculture, livestock and fishing, 
tourism and crafts, industry, energy and mining, transport and financial 
services which might promote investment. It offers the following tax 
exemptions for new investments over the threshold of DF15 million in 
agriculture, livestock rearing, fishing and crafts and DF30 million in other 
sectors: 

a) exemption from the tradir.g licence fees for up to five years; 
b) exemptions from import licence restrictions and from internal 

consumption taxes on imports necessary for the establishment of the 
investment; and 

c) exemption from the internal consumption tax on imported rav 
materials during the firat three years of operations 

Larger investments, those over DFlOO million, or those creating more than 
fifty permanent jobs, qualify for additional benefits under Regime B: 

a) exemption from trading licence fees for up to eight years; 
b) exemption from real estate levy on built up properties for up to ten 

years; 
c) exemption from taxes on the industrial and commercial prof! ts of 

individuals and taxes on corporate profits for up to eight years; and 
d) exemption from registration fees, estate dues and taxes on building 

permits. 

These are generous incentives. Unfortunately, in the absence of 
investment statistics for the periods before and after the introduction of the 
Investment Code, or even a complete list of companies that have received tax 
concessions under the Code, it is impossible to assess its impact on 
investment. Tax payments are, however, a relatively small component of total 
company costs and so concessions are unlikely to be a deciding factor in 
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attracting investors from abroad or initiating investment by domestic 
promoters. Bevertheless, ir the case of small companies at least, tax 
concessions can help during the difficult first few years vhen wastage is 
particularly high, largely by reducing the loss of working capital. 

Two weaknesses can be identified in the present structure of the 
Investment Code. Firstly, it is biased heavily towards the promotion of large 
industrial enterprises in terms of the additional incentives it provides under 
Regime B. Indeed, by stipulating high investment thresholds - DF15 million 
($85,000) for investments in agriculture, livestock, fisheries and crafts and 
DF30 million ($170,000) for other activities - the Investment Code effectively 
excludes small businesses. This is regrettable because small businesses can 
provide an important source of employment, a training ground for entrepreneurs 
and are often more responsive to the local market than large industrial 
plants. By lovering, or eliminating, the investment threshold the government 
could extend the incentives and assistance offered by the Investment Code to 
th~ small business sector. However, this sector is potentb.lly far larger 
than that medium- to large-scale business sector acco:mnodated under the 
present law and has peculiar legal, economic and tecnnical characteristics. 
Therefore, its needs could be met more efficiently by a separate code managed 
by a specialist coanittee. 

Secondly, the Investment Code has been criticized by promoters as a 
bureaucratic obstacle to investment. According to the procedure outlined by 
the legislation, promoters should present an application - giving details of 
the legal form the cOll!iJany, the purpose and activity of the ei:terprise, the 
level and nature of the investment, market and feasibility studies, and 
identifying the benefits requested - to the Secretariat of the Approval 
Co111ission (Coamission d'Agrement au Code des Investissements). The documents 
are then evaluated by the coamission and its reconmendations are passed on to 
the Co1Dlcil of Ministers which then promulgates the concessions b:· :lecree. A 
study of the minutes of the Approval Coamission and discussion with promoters, 
however, indicate that the procedures actually followed are more cumbersome 
than those foreseen by the Code. 

Applications are frequently examined by the relevant technical Ministry 
before being sent on the Commission. This is often a cause of delays. Having 
been passed by the Commission the application is then examined by the 
Directorate of Planning and the Ministries of Finance and Commerce, each of 
which has the power to veto the project. Finally, the application is passed 
on the Council of Ministers. The Code does not fix a timetable for the 
transmission of documents and the review of each case. Furthermore, both the 
Secretariat for the Commission and the eleven members of the Commission hold 
numerous other responsibilities beside management of the Code. Consequently 
meetings are irregular and infrequent. Applications have tak~n up to two a~d 
a half years to process. These delays discourage investors and, in several 
cases, have led to projects being abandoned. Moreover, within the constraints 
of a busy timetable, the Commission cannot examine the financial, technical 
and economic feasibility of the projects thoroughly. Besides, the inadequate 
preparation of briefs by promoters makes serious analysis of the projects 
difficult. 

A return to the procedure outlines by the decree would speed up the 
process of application, so too would the introduction of clauses timetabling 
the progress of an application and the ~evelopment of a Secretariat 
responsible solely for the management of the Inv~stment Code. 
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the Diibouti OeveloJ)llent fund 

The Djibouti Development Fund (Caisse du Oeveloppement de Djibouti (COD)) 
vas established by lav Ro.242/AK/82 and began operations in 1983. Its capital 
totals DF500 million, 51 per cent of which is held by the State, 14 per cent 
by the Caisse Centrale de Cooperation Economique (CCCE), 14 per cent by the 
European Investaen! Bank (EIB) and 28 per cent by local co .. ercial banks. In 
April 1985 the Fund received tvo U&u?.; of credit of DF150 million from the 
Caisse de Prestations Sociales (CPS) and the Service Medical Inter-Enterprise 
(SMI). In 1986, another line of credit of DF510 million vas granted by the 
CCCE. The Fund is supervised by an Administrative Council on which the State 
holds five seats, the EIB and CCCE one seat each and the C01aercial banks tvo 
seats. 

The fund may finance projects in any sector of the economy but its 
participation must be less than 15 per cent of its total capital and 75 per 
cent of the total investment in the project. Only medium and long term loans 
are granted, with a maximum duration of twelve years for the industrial sector 
and an interest rate of 7 per cent. This compares favourably vith the 18 per 
cent offered by commercial banks. 

Sector 

Table 4.3: Sectoral distribution of credits accorded by the 
Diibouti Development fund, 1983-1987 

(OF million) 

1983 1984 1985 1986 1987 Total 

Agriculture 16.4 51.6 11.3 82.9 21.2 183.4 
Comerce o.o 21.0 47.0 42.6 87.5 198.1 
Industry o.o 81.0 16.0 85.0 79.4 261.4 
Tourism o.o o.o o.o 0.0 84.l 84.1 
Housing 23.9 48.5 191.5 89.0 1.5 355.6 
Services 15.0 27.5 25.0 0.0 90.0 157.5 

Total 55.3 229.6 291.0 299.5 363.8 1240.3 

SQU[~e: Djibouti Development Fund. 

Per cent 

14.8 
16.0 
21.1 
6.8 

28.7 
12.7 

100.0 

At present the fund lacks sufficient capital to meet all the requests for 
loans - estimated at OF650 million in 1987. The vast majority of these 
requests are for housir•.t and it is this sector that accounts for the largest 
share of loans granted between 1983 and 1987 (28.7 per cent). Three quarters 
of the loans for housing have been granted out of the lines of credit from the 
CPS and SMI. By early 1987 these funds were almost exhausted and the Fund 
temporarily suspended granting loans for housing. Loans to the industrial 
se~t;.>r during this period amounted to DF261.4 million, 21.l per cent of the 
total and more than to any other productive sector. The average value oi 
these loans was DF20.l million, higher than for any other sector but tourism. 
On the other hand, the proportion of long term loans to the industrial sector 
(47.8 per cent) was lower than in any other sector but commerce. 
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Table 4.4: Sectoral distribution of loans accorded by the 
Diibouti Development Fund. 1983-1987 

1983 1984 1985 1986 1987 Total 

Agriculture 3 9 2 12 8 34 
Co111Derce 0 3 4 4 11 24 
Industry 0 2 3 5 3 13 
Tourism 0 0 0 0 7 7 
Housing 9 18 63 25 1 116 
Services 1 1 1 0 3 6 

Total 13 33 73 46 35 200 

Source: Djibouti Development Fund. 

Per cent 

17.0 
12.0 
6.5 
3.5 

58.0 
3.0 

100.0 

Creditors are concentrated geographically in Djibouti City. However, 
industrial projects have been financed outside the capital: notably an ice 
factory at Tadjourah and bakeries at Dikhil and Obock. A loan for a marble 
cutting and polishing enterprise at Ali Sabieh is currently being considered. 

The Fund does not attempt to identify or encourage investors, rather it 
awaits applications and then assesses their co111Dercial viability in nuch the 
same way as a commercial bank. ' v Qromoters in the artisan.tl sector are 
aware of the facilities provided ~ the Fund while others arc discouraged by 
tbe need to provide 25 per cent of the funding f?r their project. 
Consequently, the number of applications from small businesses is 
disappointing. What is more, few of the projects presented are supported by 
detailed economic, financial and technical feasibility studies and the 
promoters often lack the skills necessary to develop their enterprise. Many 
of the applications have to be rejected. 

A sectoral credit policy, giving priority to small businesses and 
investments in the artisanal and industrial sector, has been suggested as 
means of increasing investment in these sectors!/. However, such a policy 
is a potential strait-jacket for the banking system. Far better is to retain 
viability and profitability as the criteria for the selection of ~redit-worthy 
enterprises whilst encouraging promoters in these fields through publicity and 
existing promotional institutions. At the same time the hurdle of personal 
capital may be crossed by helping to arrange loans at advantageous rates of 
interest through the commercial banking system. 

At the end of 1987 outstanding payments amounted to DF48.3 million, 6 per 
cent of total credits. The management considers this level unreasonable and 
hopes to reduce it to 2 per cent. If the fund is to attract further lines of 
credit from institutions such as the CPS and SMI cr~dit security will have to 
be improved. This reinforces the need for rigorous testing of the financial 
viability of the projects presented. 

l/ InterviewA with Ministry of Industry star'f. 



- 65 -

the Free Zone 

The Free Zone (Zone Franche) was established by Decree Bo.71-952 in July 
1971. This decree was replaced by Ordinanc~ No.80-8071/ in 1980 which 
defines the advantages accorded to f~ee Zone cOllpanies as: 

a) exemption from all customs duties and taxes; 
b) free transfer of all revenues from capital invest:?d; 
c) distribution of profits without taxation; and 
d) opportunity to open bank accounts in Djibouti or any other country. 

Situated adjacent to the Port, the Free Zone is managed by the Port 
Authorities. It covers 17 hectares and is divided into 31 lots of 3,500 sq a. 
Rental charges are low, DF5 ,000 per m2 per year, and these may be negotiated 
with the Port authorities according to the needs of each enterprise. 
Electricity, water and telephone services and the maintenance of the road 
network and the rail link are provided by the Port Authorities but investors 
must cover the cost of connecting their lot tu these services. Investors are 
authorized to build the facilities needed by their enterprise. 

The intention of the Free Zone was, first and foremost, to facilitate the 
developnent of Djibouti as an international port and encourage the growth of 
the transit trade between Djibouti and neighbouring countrfes. Secondly, the 
Free Zone was to provide a site for chandling and bunkering enterprises 
servicing international shipping. Lastly, the Free Zone was, through its 
services and exemption from taxation, to attract processing and manufacturing 
industries. 

The development of the Free Zone reflects these priori ties. Only one 
industrial enterprise has been established - Djibouti Editions Diffusion - and 
that on the reconunendation of the Ministry of Industry, another, SOPIRAD, is 
outside the Free Zone but within the bounds of the port. Both these companies 
are orientated towards the domestic market. The remainder of the plots within 
the Free Zone are given over to warehousing. 

Little attempt has been made to promote the Free Zone, seek out potential 
investors or undertake its day to day management. The Port Authorities are 
poorly equipped to carry out such responsibilities. As a result, Qjibouti has 
missed out on the boom in Free Zor1e industrial development enjoyed by other 
ACP countries during the 1970s and 1980s. The Republic of Djibouti is a 
member State of I.ome III and has the opportunity to develop processing and 
assembly industries orientated towards the European market. Lying on the 
Europe-Far Eastern trade route, :!.t is well placed to take advantage of the 
exclusion of Far Ea~tern RICs from the Lome III convention. The stringent 
rules of origin imposed by Lome III would attract downstream industrial 
enterprises as well as the assembly and pror.essing industries. Djibouti is 
also ftdvantageously pl,ced, geographically and politically, in relation to the 
Middle East and PTA African countries. 

FJture development of the Free Zone as an industrial zone depends, 
however, on the commitment of funds and the introduction of institutional and 
pricing reforms. There is no room for further development on the present site. 

1/ The Ordinance restricts installat!on in the Free Zone to limited 
companies. 
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Only four hectares of the Free Zone are available for devdopers. A project 
for the preparation of the remaining lots was presented to the 1983 Donors' 
Conference vith a request for f\Dlding of DF650 aillion. SOile finance has been 
provided under the teras of the Kuwait Fund for Econocaic Developmmt loan for 
the refurbishment of the port agreed in 1988. However, an extension to 
present site, which is surrounded by built-up land, for the development of an 
Industrial Free zone is impossible. The delimitation and development of a new 
zone on the outskirts of Djibouti has been diacu3sed by the Port Authorities. 
Thia would be costly. An alternative is to follow the example of Mauritius in 
allowing cOllpanies to register under Free Zone legislation without restricting 
thea to a geographically defined Free Zone. While this would introduce 
problems of supervision, in preventing manufactured goods entering the local 
aarket without paying custoas dues, it would eliminate the expense of 
establ:shing a new estate. 

An institutional structure is essential for th~ management and promotion 
of the Free Zone. These responsibilities would be better conferred on an 
autonomous "Free Zone Association", such as found in the Caribbean Export 
Processing Zones, than a port authority charged with numerous other 
functions. Arrangements could be for a private company to manage and promote 
the Free Zone on behalf of the government, financed by rental charges on Free 
Zone sites. 

However, the establishment of an Industrial Free Zone alone will not 
attract industrictl enterprises. The experience of other Free Zones in ACP 
countries indicates that succE:ss depends on factor costs, in particular the 
coet of labour and electricity, as much as the provision of adequate 
infrastructure. In this area the Republic of Djibouti is disad7antaged. A 
poasibh solution is to liberalize the labour legislation and labour and 
eler:tricity costs for companies established within the Free zone, whose 
products are directed towards an export market, as a further privilege of Free 
Zone membership. 

?he Boulaos Industri&l Estate 

The Boulao& Industrial Estate is situated between the airport and 
Djibouti City. It covers approximately 10~ hectares and is divided into 
21& lots. Originally owned by the Compagnie Salines du Mi•ti the titles have, 
sincP. the late 1960s, been sold to 144 landovnera. Only 50 per cent of these 
plots have been built upon, 25 per cent h~ve bee4 cleared and enclosed and the 
remainder are still wasteland. 

At present, there are only thirteen industrial, con5tructio:i and public 
works enterprises build on the site: 2 aluminium joinery workshops, 2 building 
maintenance enterprises, 4 vehicle maintenance garages, 4 public works 
enterpri~es and the Boulaos !lectric Power Station. These employ 
approximately 1,000 persons but cover only 10 per cent of the estate. The 
remainder ~f the built-up areas is occupied by warehouses and ho~sing. 

The estate is poorly maintained. Fe,.: of the proprietors repair their 
section of the road, as prescribed by the conditionA of purchase of the lots, 
and the Ministry of Public Works has neglected the public roads. Mo~e 

important, however, is the difficulty in obtaining lots. Most of the land has 
been purchased by speculat?rs who, without the means to develop the lancl 
themselves, hope to sell or lease their lot to a third party. The prices or 
rents they offer are often beyond the range of inve9tors. The contractual 
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conditions intended to prevent the speculative holding of lots are rarely 
enforced. Thf' only nltemative for an investor is to cover the considerable 
cost of developing a plot outside the estate, paying for a road link and 
attacbllent to the water, electricity and telephone networks. Faced with these 
options several projects have been abandoned by their promoters. 

To overcome this problem the Ministry of Industry proposed an extension 
to the existing industrial zone and the construction of a new zone on the road 
froa Djibouti to Arta, at either 12 km or 20 km from the town, in 1986. While 
the constructio~ of a nev estate north of the city would demand considerable 
investaent, an extension to the existing estate is both technically feasible 
and would probably be less expensive. A 45 hectare site of flat land is 
available close to the sea, less than a kilometre from the Boulaos Power 
Station and 1.5 kilometres from the Djiboui-Addis Ababa railway. The site is 
divided into 121 lots held by the State. However, their disposal is the 
responsibility of the State Land Coamission which comprises eight 
representatives from varinus government departmer-.ts but no representative from 
the Ministry of Industry. The coamission is reluctant to release most of the 
site for development on the grounds that factories here might interrupt the 
airport's telecoamlDlications system. 

Plans for the developmen~ of the industrial estate have now been shelved. 
In 1986 the Ministry of Industry received flDlding of $450,000 (of which 
$150,000 was given as a grant) from the Islamic Development Bank to finance a 
feasibility study. However, advised by a UNIDO 11issionl/ that this 
investment would bl? premature before the industries that would install on 
estate had been identified, the Ministry of Industry has nov chosen to use the 
flDlds for feasibility studies of individual enterpriaes within the industrial 
sector. The extension of the indu~trial estate, therefore, remains & distant 
objective. 

4.3 Institutions proposed to assist ind·\1strial development 

Following a review of existing industrial promotion procedures, 
missionZ/ has proposed three new promotiona: instituti~ns. 
institutions would compliment the Industrial Development Service 
Minis cry of Industry. The proposa!s are currently being studied 
government. 

Industrial Investment Promotion Agency 

a UNIDO 
'!'hese 

Of the 
by the 

The Ind;;strial Investment Promotion Agency (Agence de Promotion des 
Investissements Industrielles) would welcome private investors and direct them 
towards existing government agencies. It would also help investors resolves 
the technical, economic and judicial problems they may encounter through the 
following services: 

l/ UNIDO, Sangne, L. and Al-ffafedh, M., ll~rort on ..t.M__frQgranvning Mission 
to D1ibouti, 20 July 1986, pp. 22-23. 

Z/ UNIDO, Lofti Chakroun, a..P ..... r_,._ooc..o=s""'i'""'t""i~o""'n""s .. _ _....R~e-l~a~t~lv~e~s-~•~· __ l=a_Jroir.otion 
Industriel!e, May 1988, pp. 23-27. 
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a) details of the current econoaic and industrial environaent to 
facilitate the preparation of market studies. A libr&ry of current 
statistics, a survey and guide to existing industrial enterprises 
and a list of feasibility studies are essential tools; 

b) assistance to promoters in the completion of ac:iainistrative 
formalities; 

c) prOllOtion of the Republic of Djibouti abroad to attract industrial 
investors; and 

d) management of the Industrial Estate and Free Zone. 

The Agency and its staff would work under the Ministry of Industry in 
close liaiso.i with the the Industrial Development Service. It would include 
:-epresentatives of other Ministries and the Chamber of C<>1merce and would be 
managed by a small multi-disciplinary team. 

Centre for Administrative Services 

The preJJent administrative Etructure presents an obstacle to industrial 
dev~lopment through the multiplication of autonomous departments and agencies. 
The administration of industrial development could be centralized so that 
promoters are able to complete administr&tive formalities at "one window". A 
Centre for Administrative Services (Centre de Formalites Administratives) 
could arrange for the authorization of specialist Ministdes, follow through 
applications 1Dlder the Investment Code acd even carry out mundane but time 
consuming administrative tasks such as the application for residence permits. 
The administrative hurdles facing promoters must first be identified and then 
procedure for the rapid completion 'Jf administrative formalitieo established. 
To this end, the Centre should include representatives of the relevant 
government departments and services. 

Consultative Group 

In order to co-crdinate the industrial dev1 ·~.nent progranne with the 
government's overall development strategy and all ... promotional institutions 
to retain their flexibility in response to the changing needs of industrial 
promoters a Consultative Group (Groupe Consultatif) could be formed bringing 
together the relevant government departments, the promoti\.lnal services and, 
the promoters themselves. To facilitate the co-ordination of industrial and 
national development strategies the Pr!me Minister's Office shc.uld hold the 
ch~ir at the Consultative Group's meetings. (Under ~ecree Ro.87-098 the Prime 
Minister holds respon~ibility for sectoral development strategies.) Other 
departments and ministries that should participate are: 

Ministry of Industry (Industrial Development Service) 
Jndustrial Investment Promotion Agency 
Centre for Administrative Servic~& 
Chamber of Commerce 
Djibouti Development Fbnd 
Ministry of Commerce, Transport and Tourism 
Ministry of Finance and Rational Economy 
Customs Authorities 
Ministry of Labour 
ftational Bank of Djibouti 
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These institutional changes vould assist the private prOllOter. However, 

there la a danger that, by establishing nev institutions to deal vith private 
prOllOtera and their proble11S, the governaent would duplicate responsibilities 
and, by re11e>ving contact between the adainistration and the private sector, 
aide-step rather than confront and resolve existing adainistrative 
deficiencies. If the govemaent is to establish •one vindov• for private 
prOllOtera a single institution covering the fields of inforaation, training, 
adainiatrative foraalities and proaotion vould be aore efficient than a 
further proliferation of services and a dispersal of personnel. A Business 
Mvisoa Service could fulfil the aultiple fmctions described in the above 
institutions besides providing training facilities and advice to local 
pro.oters. Such an institution could be incorporated into the Chaaber of 
C011aerce by extendicg the r&JOge of facilities that institution already 
provides and building on the experience of a vell regarded and efficient 
organization. The Challber of Comerce already has strong Units and 
considerable influence within the adainistration on econ011ic issues and 
fulfils the role of an intenaediary between the adainistration and the 
businesa community. If adainistrative procedures are to be siapllfied and 
speeded up the initiative aust, ultimately, coae frOll within the governaent 
departaents rather than attempting to by-pass adainistrative bottlenecks frOll 
outside. 
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5. DSOU2CIS J'02 I.IDUS?RliL DEVELOPlllll'f 

5 .1 H••an resources 

For planning put'poses the govemaent and donor organizations use 
estiaates by DIMS which put the total population at 383,000 in 1983,!/ 
including 40,000 refugef!s. This corresponds vlth the Vorld Bank's estimate of 
380,000 for 1983 and the IltF estimate of 372,000 for 1982, both of which were 
ba~~ on official sources.it By 1986 the population had increased to 
45b,OOO and, at the current annual rate of natural increase of 3.1 per cent, a 
population of 513,000 may be forecast fur 1990 and 690,000 for the year 2000. 

Projectirns based on rates of natural increase alone are, however, likely 
to und~~estimate the growth of Djibouti's population. If the influx of 
refugees and !migrants from neighbouring Ethiopia and Somalia is taken into 
account, the effective growth rate ls considerably higher. According to the 
IltF, the total growth rate in the period 1977-1982 was 7.9 per cent per year -
more than double the natural rate of increase. Voluntary repatriation schemes 
for the refugees have been more successful - nearly 20,000 Ethiopian refugees 
left in 1983 - but 14,000 refugees remain. Consequently, a substantial 
ilmigrant pop•1lation is likely to remain a feature of the economy in the near 
future.JI 

Approximately 75 per cent. of the population lives in urban areas and 
about two-thirds in the capital, Djibouti City. This concentration has 
increased aarkedly in recent years. The population of Djibouti City rose from 
115 ,000 iu 1972 to 195 ,000 in 1982, an average annual growth rate of 5 .4 per 
cent - 2.4 per cent higher than the n'ltional growth rate due to migration from 
rural areas and nelghbouring countries. Droughts ib 1983 and 1986 accelerated 
the drift towards the ca~ital. From 1983 to 1988 the population of Balbala, a 
shantytown suburb of Djibouti City, almost doubled from ?.5,000 to A0,000. 

A breakdown of the age structure of the populati~h i- 1983, prepared by 
DillAS, indicates that 61.6 per cent of the population fatls within the 
economically active •IP. group of fifteen years and above. This gives a total 
labour force of 236,000 for 1983. Assuming that the age structure has not 
changed, the labo~r force had increased to 281,000 h 1986. The regional 
distribution of the economically actl7e population is given in Table 5.1. 

The inclusion of females in the labour fcrce ls justifiable since, in 
urban areas at least, women form an important part of the work force. The 
most recent statistics available, prepared by the Service de Main d 'Oeuvre, 
show that 738 women registered for employment in 1980, compared with 
2,942 men, and 610 of these found employment, virtually all of them in the 
service sector. Rone the less, female participation in the labour force 
remains significantly lower than that of males. 

l/ The results of the 1983 census have not yet b.;en published. 

Z/ A review of the various population estimates ls given in Ministere de 
! 'Education Rationale, Proiet de Plan Oulnaueonial de Diveloppement de 
!'Education, 1989-1993, February 1989. 

J/ The government has stepped up border patrols and expelled illegal 
i11111lgrants but the flow has shown no signs of abating. 
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Table 5.1: leaional distribution of tbe econ911lcal1Y active population, 
1913 and 1916 
('000 persona) 

1983 1986 

&lg 1.2.L.! ~ 
of which urban 94.8 112.9 

rural 26.7 31.8 

F--111 illJ ULl 
of which urban 86.5 103.5 

rural 27.5 32.7 

11a111 1Dd fe.al11 .2l.Ll ll.L.l 
of which urban 177.1 210.8 

rural 59.0 70.3 

Source: Based on DillAS, AnnUaire Statistique, 1986, p. 15. 

These estimates do not take account of those in full time education. In 
1987/88, however, there were only 4,457 full ti.me students aged fifteen ~r 
above; less than 2 per cent of the labour force. 

At the present rate of natural increase, a labour force of 316,000 may be 
projected for 1990 and 425,000 for the year 2000. If ODP. considers that less 
than ten per cent of the labour force is cu~rently in registered employment, 
there is clearly no shortage of manpower. Indeed, one of the moat pressing 
problems the government faces is to generate sufficient employment 
opport1D1lties for the existing labour force. At the same tb1e, economic 
development is constrained by the shortage of skilled labour. To overcome 
this problem the goven11Dent has identified the development of human resources 
as a priority in its economic strategy. 

Trainina 

Levels of educational achieveaaent are extremely low among the generations 
bom before independence. According to a survey conducted by DIRAS, fewer 
than 10 per cent of thoa~ older than forty attended primary school and fewer 
than twenty per cent are lite~ate. The lack of basic education affects every 
sector of the economy; even in the banking sector 40 per cent of etaff cannot 
read or write. 

The development of hv....an resources is regarded aa a priority by the 
government and since independence conai4erable progress hae been made in the 
field of education. However, facilitiee for technical and prof~eeional 
education are limited. At present there are three public technical school• in 
Djibouti. The Lycee d 'Enseignement ProfeHionnelle (LEP) in Djibouti City 
takee pupil• up to the age of eighteen frum prim11ry echoole and the first 
etage of eecondary education. In 1987-1988 there were 323 student• following 
three-year technical courses in electrical engjneering, painting, mechanlcA, 

.. 
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aetal working, carpentry, car aechanica, plumbing and aaaonry for the 
Certificat d'Aptitude Profeasionnelle (CAP), and another 11 studying for the 
BreYet d'Etudes Profeaaionnellea (BEP). A further 212 students vere studying 
for the CAP in secretarial skills and acco1Dltancy, and 149 for the BEP in 
acllliniatration, computing, acco1Dltancy and secretarial skills. 

Table 5.2: Edueation and literaCY. 1987 
(Per cent of population in age group) 

A.H 1[2:U 
40 and 

20-30 30-40 older 

Illiterate 57.1 65.7 82.7 
Able to read and write 3.6 5.3 5.3 
Level of education 

Primary 16.l 11.9 6.0 
$econdary 14.3 9.9 3.7 
Professional 5.9 1.9 1.4 
Higher 3.0 5.3 0.9 

S2U[Ce: DIBAS, 1DlpUbliahed Survey, 1987. 

Total 

66.3 
4.5 

12.3 
10.3 
3.8 
2.8 

The Centre de Formation pour Adultea (CFPA), baaed in Djibouti City vith 
courses in plwabing available at Tadjourah, is under the authority of the 
Ministry of Labour. It provides training for those above sixteen years of 
age. A large proportion of the students failed the secondary school entrance 
examination and alllos\. 70 per cent come froa fuailiea classified as 
'underprivileged' • In contrast to the LEP training the courses have midmal 
academic content. There vere 164 students following two to three year 
technical courses in 1987-1988, 52 studying accountancy and secretarial skills 
and 27 studying hotel managem~nt. 

The third institution is the Association Rationale pour la Protection de 
la Jeunesse (AJfJ), based in Djibouti City. Originally established in 1960 to 
promote literacy among the poor, the AJfJ nov provides technical training in 
carpentry, welding, masonry, electrical engineering and car mechanics. There 
vere 15S students in 1987/88, mo&t of vhoa came from the poorest families or 
orphanages. Students generally pass one year of their course on placement. 

Outside the public institutions there are three training schools at 
Tadjourah, Djibouti City and Ali Sahieh. In 1987/88 theae provided technical 
course& for 33 students. A further 60 students followed technical courses in 
the Federal Republic of Germany, Morocco, Tunisia and .Algeria in 1987188. 
These students received grants from the State or the host government. 

Four principal veakneases of the present system of technical training may 
be identified. Firstly, applications for places at the LEP and CFPA by far 
exceed the number available. In 1987 only 236 of the 2,512 candidate• for 
places at the LEP were admitted. The number of student& receiving technical 
education is, moreover, insufficient to meet the demand. The Ministry of 
Education estimates that the private 1ector requires 600 technicAl and 
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unagerial staff per year, the public sector 106 and the para-public sector 
193, if the present dependence on expatriates is to be reduced. On the basis 
of these estimates a nev Lycee Industriel et Comaercial for 900 pupils has 
been proposed, together vith Centres de Formation Pre-Professionnelle (CFPP) 
attached to selected primary schools.Ii Another technical school for 
artisans has been suggc!sted, vith the intention of providing training for 
saall businesses .1./ The governaent aills to increase the nmaber of pri-ry 
school pupils going on the technical education in secondary schools froa the 
present level of 45 per cent. 

Secondly, technical training facilities are concentrated in Djibouti City 
depriving those in rural areas of educational opportunities and attracting 
youths to the cl ty. The government's plan to develop CFPP' s associated vi th 
regional primary schools together vith regional AKJ training centres vill lead 
to a more even spread of technical training facilities at the lowest level. 
In the long term, more advanced technical training facilities in the regional 
centres merit consideration. 

Thirdly, the existing educational system does not provide students of 
suitable calibre for the needs of industry and the comaercial sector. Most 
enterprises prefer to employ expatriate technical staff - despite costs 
estimated at twenty ti11es higher than employing local staff - relegating 
Djiboutians to subordinate roles. Furthermore, students from the I.EP and CFPA 
have difficulty finding employment despite the shortage of skilled staff. 
Private sector employers prefer to train technicians themselves for particular 
tasks. Of the 546 students leaving LEP, 249 of whom had received a diploma, 
from 1983 and 1985 only 48 per cent had found employment by 1986. For those 
leaving the CFPA vith technical qualification"I the proportion is slightly 
higher at 60 per cent. 

To some extent this problem can be overcome by developing courses that 
meet the specific requlrements of industry. The AKJ has been particularly 
successful in this respect by placing students during their course. These 
students have little difficulty finding employment. However, the industrial 
and coanercial sectors need more than just technicians. Employers complain of 
the lov level of basic and general scientific education and the consequent 
inflexibility of technical staff. Engineers vith a broad training, at 
1Dliversity, or comparable level, are needed to supervise technidans and 
develop and install nev technology. At present, there are fev Djiboutians vho 
can fulfil this role. In 1987/88 there vere only 29 students following 
tectJ1ical science courses abroad (Table 5.3). This number needs to be 
increased if Djiboutians are to replace the expatriate technical staff vho 
hold most of the senior positions within the private and public sector. 

Lastly, there are few facilities for informal or formal management 
training. The minutes of the Investment Code Coanission reveal that few 
entrepreneurs are able to carry out, or see the merit of, detailed market 
studies and cash flow forecasts. Furthermore, poor ma~agement and inadequate 
preparation account for most of the business failures. 

1/ Ministere de l'Education Rationale, l!udes oour la Realization du 
Programme PCdagogigue et Architectural et des Etudes Tecbniques en Vue de 
la Creation du Nouveau Lycee d 'En1eicnement Profe11iooocl a DHbouti, 
February 1988, pp. 60-379. 

21 Agence de Cooperation Culturelle et Technique, Ababacar Di~, L'Artisanat 
en Republique de DUbouti pour un PlarL de Developpement Economique et 
Social, November 1987, p. 68. 



- 75 -

At present the Chaaber of Comaerce proTides occasional courses for the 
business comaunlty but these are poorly attended. What is aore, there are no 
foraal aanageaent training facilities within Djibouti and students in this 
field haTe to traTel abroad. In 1987188 there were 117 students studying 
aanageaent related skills on State and host goTermaent grants, but only nine 
studying aanageaent. Increasing the n~ber of grants available in this field 
is one solution. Another is to develop foraal and inforaal training 
facilities within Djibouti, proTiding a range of courses for full-tiae and 
occasional students. 

Table 5.~: Students at 1D)iversity and technical institutes abroad. 1987/88 
(Academic year) 

Subject Students Per cent 

Sciences ll ~ 
Medicine 14 5.1 
Veterinary Sciences 2 0.7 
Mathematics 33 12.l 

I~'bDi,11 Sci~nce1 ll. ll...1 
Batural Sciences 18 6.6 
Architecture 4 1.5 
Engineering 7 2.6 
Computing 1 0.4 

llll ~ .2.Ll 
Languages 53 19.5 
Philosophy 2 0.7 
Sociology 1 0.4 
History 12 4.4 
Geography 11 4.0 

l2d1l &dau:11 ill !l& 
Lav 49 18.0 
Economics 15 5.5 
Accowtancy 12 4.4 
Management 9 3.3 
Administration 20 7.4 
Others 9 3.3 

I21Al .21.1 ~ 

S2urce: Miniadre de ! 'Education lfationale, Annuaire SUtittique des 
Bour1ier1 D1ib2utien1 de l'En1eicneaent SupCrieur et Sec()l)daire, 
Aonee Scolaire 1987/88. 

Ideally, management training could be integrated within the procedure of 
application to Investment Code, entrepreneun being referred to a Butine11 
Advice Service •t the time of their application for asai1tance and preparatory 
courses. The same Service could provide management and buaineH advice during 
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the atart up period and a ranae of full-tlae couraea for aanagera and 
buaineaaaen. A charitable organization, the Aaaoclation Rational pour le 
DeTeloppeaent Bcon011ique et Social (AllDBS), plans to eatabllah training 
facilitiea for pra.otera in the industrial and artiaanal fielda. BoveTer, if 
.ADES la to proTide couraea and addce in the neceaaarlly broad field of 
buaineaa pra.otion aubatantial funding and integration with the existing 
goTermaent pr.otional institutions are essential. 

5.2 Agricultural resources 

Agricultural output has increased steadily froa 50 tonnes in the 1978/79 
season to 1,815 tonnes in 1986/87 and the cultivated area frOll 50 hectares in 
1Ci76, on the eve of independence, to 383 hectares in 1987. This ls a 
considerable achieveaent when viewed within the perspectives of the following 
constraints inhibiting agricultural expansion. 

a) Annual precipitation, at Djibouti City, averaged 187 .2 - per year 
between 1970 and 1986. 

b) During drought years precipitation is SOlletimes reduced to less than 
half the annual average. 

c) A shortage of water for irrigation and the high cost of exploration 
and exploitation. 

d) Soils have a shallow profile and a low organic content. 
e) Traditionally pastoralists, few Djiboutians have experience of or 

interest in agriculture. 
f) There are few trained agronomists. 

However, these successes have done little to reduce Djibouti's dependence 
on imported foodstuffs. Tomatoes accolDlt for two-thirds of the output and the 
remainder are a range of fresh vegetables, yet Djibouti still imports over 
8,000 tonnes of vegetables per year. llor is there a realistic prospect of 
Djibouti developing a substantial agricultural sector. The cultivable area is 
estimated a~ 6,000 hectares but cultivation depends on the provision of 
adequate irrigation water. 

In these circumstances the only means by which Djibouti can develop a 
food industry is by processing imported rav materials. The principal food 
imports, their coat and principal country of origin are set out in Annex 
Table A-6. 

Jojoba is the only industrial crop cultivated. Cultivation began in the 
early 1980s but production stagnated before reaching a coamercial scale. 
Further development demands a study of the crop' a viability in the face of 
increaaing production in other Arab States. 

Livestoc!t 

Livestock rearing suffers from the same environmental constraints as 
agriculture. However, the traditional practices of nomadic pastoralism -
followed by about 65,000 persona - allow the cocntry to support a herd of 
500,000 goats, 350,000 sheep, 50,000 camels, 40,000 cattle and 65,000 donkeys, 
according !o 1983 estimates. These herds live under the constant threat of 
drought and disease. Measures have been taken to mitigate these hazards by 
providing emergency feed concentrates, through the Animal Feed Factory, 
permanent watering points and the Ministry of Agriculture also undertakes 
vaccination campaigns in co-ordination with neighbouring Ethiopia and 
Somalia. ftevertheleas, droughts and epidemics, such as those of 1986, 
occasionally decimate the herd. 
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?here are fev linkages betveen the traditional subsistence pastoral 
sector and the aod•m econQllY. >.bout thirty faras keeping hnds of sheep, 
goats and cattle and the experiaental dairy fara at AabouU provide aost of 
locally aarketed livestock products. C011mercialization needs to be encouraged 
aa a aeana of iaproviq the n011ads' standard of living and exploiting a 
potential resource. Virtually all the 161,871 sheep and goats and 
16,945 cattle slaughtered in Djibouti City in 1986 vere iaported fr011 Ethiopia 
and SOll&Ua. Equally, aost of the 59,228 cattle, 9,039 sheep and goats and 
the 482 tonnes of skins exported in 1987 vere actually re-exports froa 
neighbouring C01Dltries. Ethiopian and SOll&lian herders are attracted by 
Djibouti •s convertible currency and the easy access to the ftiddle Eastem 
aarketa. The volme of trade juaped aarkedly after exports frOll S011alia to 
Saudi Arabia vere banned in 1983. 

A nev abattoir vith capacity to produce 10,000 tonnes of meat per year, 
presently nearing ce>11pletion, is an essential step in t~e development of these 
resources. A meat packing plant could be developed as an ancillary enterprise 
while the vet-blue tannery, proposed at the 1983 Donors• Conference, merits 
U..ediate implementation. At present skins are exported 1Dlprocessed. 

Fisheries 

Djibouti •s territorial vaters contain a wealth of fish resources. The 
potential catch of 11Ullet, white tuna, grouper, barracuda, gilt-head and 
shellfish, including lobsters, is estimated at between 7,000 and 
9,000 tonne1. In 1985 the fishing fleet n1m1bered 140 vessels - aostly 8 to 
10 aetre buques ovned by artisan fishermen. Most of these fishermen belong 
to the Fishing Co-operative (Cooperative de Peche Maritime) which provides 
shore facilities and markets the fish. The governaent is reluctant to permit 
industrial fishing for fear of over-exploiting resources. At present, 
however, the catch is only a small fraction of the potential - 425 tonnes in 
1987. 

Production has increased steadily since independence and, at present 
rates, it is expected to reach 900 tonnes in 1990. Consumption has not kept 
pace, partly because Djiboutians are unaccustomed to eating fish and partly 
because of inadequate storage and distribution systema. In 1987 the 
co-operative sold only 328 tonnes on the local market and exported 27 tonnes 
leaving a surplus production of 71 tonnes. Extrapolating current trends this 
surplus will increase to 136 tonnes in 1990 and 2,995 tonnes in the year 
2000. Clearly, if tht fisheries sector is to reach its full potential 
processing, freezing and packaging facilities are needed. A detailed study 
haa ahown a freezing plant to be economically viable (see Section 3.3), but 
the project awaits a promoter. 

An American promoter has also identified a potential export market for 
Djibouti's colourful, exotic reef fish. However, a decirion on the promoters 
application to the Investment Code Coamission in 1985 was deferred pending the 
Miniater.,..of Agriculture and Fisheries' assessment of the project's 
environmental impact. The project now appears to have been abandoned. 

Foresta 

Much of Djibouti has a aparae tree and bush cover. This resource is 
exploited as fuel, some of which is converted into charcoAl, for domestic 
conaumption. According to The Inatitut Superieur d'Etudea et de Recherches 
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Scientifiques et Techniques' (ISERST) survey of 1983 fuel wood and charcoal 
account for 7. 9 per cent of total energy consumption and half the energy 
consumed by households. 

Only 6,000 hectares remain of the estimated 60,00r hectares of true 
forest that once covered mucll of the north of the country. This too is 
gradually being cut down for fuel wood, despite government protection. The 
introduction of alternative energy sources for the nomadic population and an 
efficient portable stove might help protect these precious reserves whilst 
presenting an opportunity foe local artisans. 

The needs of joinery and carpentry are met by imports - 1,042 tonnes of 
planks and 2,190 tonnes of finished and semi-finished wood in 1985. 

5.3 Mineral resources 

The ISERST was established in 1982 to carry out research into Djibouti's 
mineral and energy resources. As yet, however, no systematic survey of the 
country's geological resources has been undertaken. Revertheless, a nunber of 
mineral resources that might be C011Dercially exploitable have been 
discovered. At present none of these minerals are exploited industrially. 

The known mineral resources may be suamarized, in alphabetical order, as 
follows: 

Clays. Large deposits of clays, formed by the decomposition of rhyolites and 
basalts, are found in the region of Ali Sabieh. They are of suitable quality 
to be used in the production of bricks and tiles. A project for the 
construction of an industrial brick factory was presented at the 1923 Donors' 
Conference but, receiving no promise of flDlding, has since been abandoned. 
The market is currently supplied by an artisanal brick factory established in 
1986. 

Diatomites. Diatomites are the silicified cell walls of 1Dlicellular algae of 
the phylum Bacilariophyta. They are inert, light, porous and clear coloured; 
qualities that make them ideal filters, either in their natural state or after 
heating to very high temperatures to remove impurities. They are also used in 
the production of pesticides, explosives, plastics and varnishes and as 
insulating material. For most industrial purposes diatomites must be pure, or 
at least contain little contamination from reactive elements. 

Three deposits of diatomites have been fowd in the region of Lake 
Assal. At Karkerou there are two stratified deposits, one of them 5 metres 
thick, separated by a layer of clay and tuff. Unfortunately, the strata are 
contaminated by clays and interrupted by faults. Rearby, at Tikible, the 
deposits are less contaminated while at Dybye the strata is thought to be pure 
and uniform. Another deposit of diatomites has been found near Hanle. 

Ro detailed laboratory or geological survey has been carr!ed out to 
determine the quantity and quality of these reserves. Nevertheless, tvo Saudi 
Arabian companies Rahbani Enterprises and the International Resource 
Development Company - have shown interest in the exploitation of the deposits 
around Lake Assal for use in the planned petroleum refinery. These companies 
are currently neg~tiating the terms of an agreement with the government which 
may give them exclusive rights. 
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GvPsma. A deposit of gypsma and gypsma anhydrite 20 to 30 aetres thick has 
been found on the borders of Lake Assal. Saaller deposits have been found in 
the region of Ali Sabieh and in the plain of Gobaad, but these are unlikely to 
merit exploitation. 

Gypsma is transforaed into plaster by heating to reaove the water of 
crystallization. Plaster is iaportant in the construction industry and in the 
production of aoulds for ceraaics, iron and steel and surgery. Gypsma is also 
used in the aanufacture of Portland ceaent, coaprising about 4 per cent by 
weight of the finished product, and as a fertilizer on saline soils. 

The techniques of production are well established. Consequently, the 
viability of exploitation will depend on the geological conditions, the size 
of provable reserves and on the available aarkets for finished products. The 
ceaent factory proposed at the 1983 Donors• Conferaice has already been 
abandoned. High energy costs would underaine the econoaic viability of a 
large industrial plant. Kevertheless, a small plaster producing plant merits 
consideration. 

Liaestone. Limestone deposits suitable for the aan~facture of ceaent have 
been found at Boholaley, near Ali Sabieh. The reserves are thought to be 
sufficient to support a ceaent works producing 300 tonnes of ceaent per day 
for eighty years. Although several donors shoved interest in the cement works 
project presented at the 1983 Donors' Conference, the project has since been 
abandoned following unfavourable market and technical studies. 

Perlite. A natural glass foraed by the rapid cooling of viscous lava, perlite 
is found in the volcanic massif of Egerleta near Goubet. The rock may be 
rendered c01mercially useful by crushing and then heating rapidly so that the 
water it contains is released and the rock expands up to twenty times its 
original volmae. In this state the rock is porous and light and may be used 
as 3 substitute for sand, an insulating material and in filtration. 

Perlite has attracted attention as a potential building material because 
of its insulating characteristics. Following the 1983 Donors• assistance 
funded by France. The govel'Dllent hoped that perlite aight be used exported to 
the Middle East as well as used in local construction projects. Rahbani 
Enterprises and the International Resource Development Company are currently 
negotbting exploitation rights with the govel'Dllent with the intention of 
using perlite in the planned oil refinery. However, given the high levela of 
energy of consmption required for the industrial transformation of perlite, 
energy coats in Djibouti may be prohibitive. 

Pumice. Another pyroclastic igneous rock, puaice is foraed by the sudden 
cooling of liquid lava. It is lightweight but durable and can be used as an 
abresive and in construction. Deposits of pmaice are found near Ali Sabieh 
and in the north of the country. The feasibility of exploiting these deposits 
for construction materials is under study by ISERST. 

WU. Lake Assal has been exploited as a source of domestic salt for 
•illennia, however, no attempt has been made to extract salt industrially. A 
salt mine ':la& proposed by the Japaneae company Mitsubishi i!l the late 1960s 
but was abandoned in favour of a site in Australia (see Section 3.3.). 
Deposits of salt around and under the lake are thought to be up to 60 metres 
thick and cover an area of 64 sq km while the lake waters, covering 52 sq hi 
and with a maximum depth of 40 metres, contain salt concentrations of 34~ g to 
390 g per litre. These reserves are replenished by an estimated 6 million 
tonnes of salts brought down the River Awash every year. 
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Table 5.4 giTes details of the salt coapoaition of the lake waters. Four 
of these aalta present commercial possibilities: Sodima Chloride, comonly 
used as doaestic salt and in the industrial production of organochlorides; 
Potassima Chloride used in the aanufacture of fertilizers; llagnesima Chloride 
in the production of aagnesima aetal; and Sodiua Broaide for the production of 
broaine. The concentration of Kagnesima Chloride ta greater than in the 
.Allerican salt lakes where the salt is currently exploited commercially. 

Table 5.4: Salt COllJ)Osition of tile water of Laite Assal. 1985 
(Gr ... es per litre) 

Salt Weight 

Sodima Chloride (llaCl) 
Potasai1111 Chloride (~Cl) 
Sodi1111 Broaide (llaBr) 
llagnesi1111 Chloride (ltgCl) 
Calcima Sulphate (CaS04) 
Silicon Oxide (Si04) 
Total Salt Content 

251 
10 
30 
48 

4 
traces 

343 

Source: Valid Sharif, UJUDQ Tecbnical Report, (RP/DJI/85/001/11-01). 

These resources can be tapped by aining, as has long been practised at an 
artisanal level, or by the evaporation of the lake brine. Both aethods aerit 
a technical and econoaic feasibility study. The evaporation aethod has 
already been used to aanufacture sea salt in Djibouti. A French coapany 
operated several hundred hectares of salt H'aporation basins with an output, 
at peak production, of 70,000 tonnes per year. The enterprise was abandoned 
in 1953 folluving a fall in salt prices. 

The Office Rational des Eaux de Djibouti (OKED) estimates that the 
capacity of the country's aquifers, the only depeudable water resource, may be 
as much as 50,000 cu a per day. However, the characteristics of these 
aquifers - their penaeability, piezometry, reserves and rates of recharge -
are poorly understood. 

At present, Djibouti City is supplied by 29 wells situated between the 
city and the Somali border. Current oatput is about 29,000 cu• per day and 
increases to 30,000 cu a after rains. In 1986 conamption averaged 
22,300 cu a per day. Cona•ption is likely to reach 40,000 cu • by 1990, at 
the current rate of growth of demand. Doubts have been raised about the 
capacity of the aquifers to 11upport this rate of extraction. One of the 
advantages cited for the siting of a nev industrial estate north of the city 
is that it will, in the long tera, reduce the load on wells to the south. 

Outside Djib~uti City the towna of Arta, Oueah, Ali Sabieh, Obock, Dikhil 
and Tadjourah •re supplied by local wells and have piped water supplies. In 
1986 produetion for •hese towns totalled 3,060 cu • per day and consumption 
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2,550 cu a per day. Consumption has decreased by 18 per cent since 1983 but 
the downward trend now appears to have levelled off. In rural areas water has 
traditionally been drawn froa shall~w wells with both poor quality and 
unreliable water. Si.nee independence 64 new rural wells have been dug and 
aore are planned. Dependable water resources are regarded as essential for 
the health of the rural population and the security of the nomads' herds. 

The industrial sector cot&Suaes a saall part of the total production, 
although the water bottling plant and the ailk factory figure uaong the 
largest single consuaers. The tariff structure - rising froa DF62 per C'l • 

for those consuaing 0-60 cu • per day to DF124 per cu • for those ~onsuaing 
aore than 120 cu • per day - is intended to discourage wastage. It is, 
however, a bl1Dlt tool, penalizing large consuaers in the industrial sector. 
Furtheraore, the distribution and quality of the water resolarces are not 
ideally suited to the needs of industrial developaent. The lack of a sizeable 
aquifer in the region of All Sabieh, close to the Uaestone deposits, for 
instance, constitutes a aajor obstacle to the creation of a ceaent plant. 
Equally, the salinity of aost of the aquifers, with salt contents up to 600 ag 
per litre, is too high for food processing. Both the ailk and soft drink 
bottling plants have to use custly desalinization plants. 

Incomplete inforaation on water quality and reserves prevents the 
developaent of a comprehensive water use strategy encompassing domestic, 
industrial and agricultural consmaers. Given the shor,age of water res~rves 
such a policy could be regarded as a priority. 

5.4 Inergy resources 

Iaported petroleua product• are the source of almost all energy produced 
in Djibouti and acco1Dlted for alaost 10 per cent of ~otal imports in 1985 (see 
Annex Table A-7). In the past Djibouti has received some of its oil products 
at concessionary rates. This tends to dampen the effect of changes in oil 
prices. Wevertheless, while the value of oil Imports as a percentage of total 
imports has tended to rise in recent years, as total imports have dropped the 
cost of oil imports have fallen slightly from the peak in 1982. 

Transport is the main consumer of oil by sector, industry acco1Ulting for 
only 1. 9 per cent of oil consllllption (Table 5. 5). In terms of total energy 
consuaption by final use, industry's share stands at 2.2 per cent. Transport 
is, again, the largest ~ons\lller. 

In 1988 two Saudi Arabian companies, Rahbani Enterprises and 
International Resources Development company, signed an agreement vi th the 
governaent to establish a limited company, the Societe Arabe et International 
de la Raffinerie de Djibouti (SAIRD) w~th the task of building and operating 
an oil refinery in Djibouti. The refinery has a planned capacity of 
100,000 barrels per day, twenty times greater than the Djibouti's daily 
consmption. The promotera, vho are specialista in trading oil products, 
clearly envisage an international market. The project, which will cost up to 
$40 million, is currently 1Uldec review to establish its effect on Djibouti'• 
balance of payments. 
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Table 5.5: Ener~v consumption and distribution by sector. 1986 
lin '000 tonnes of petrole'Ulll equivalent) 

Petroleum Wood 
Sector produc.:s Electricity products 

Transformation ill.a.2 .l..Lll ~ 
Charcoal ovens 51.0 
Electricity 259.0 19.0 

Utilization ill.& lL.Q 12.& 
Residential 51.0 28.0 79.0 
Coamerce and 

administration 2.5 32.0 
Industry 10.0 5.0 
Road transport 138.0 
Rail transport 6.5 
Sea transport 138.5 
Air transport 131.0 
Water pumping 1.0 3.0 
Military 26.5 12.0 
Other 6.0 1.0 

Total 

ill.& 
51.0 

278.0 

lli...Jl 
158.0 

34.5 
15.0 

138.0 
6.5 

138.5 
131.0 

4.0 
38.5 
7.0 

Total 112..Jl ~ ~ l.QQQ.Q 

Source: DIRAS, Annuaire Statistique, 1986. 

SAIRD is also to undertake oil exploration. Ro deposits of oil have been 
found yet, though the discovery of small deposits in the Ogaden and the large 
oil fields across the Red Sea in the Yemen Arab Republic have raised hopes. 
The oil refinery project, however, appears to anticipate the construction of 
an oil pipeline from the Yemen Arab Republic and the development of Djibouti 
as an oil terminal, for neighbouring countries a~ least. 

Electricity 

Electricity accounted for only 12 per cent of final energy use according 
to the ISERST survey of 1983, rising to 16. 7 per cent according a 1987 
government estimate. The main producer of electricity is Electricite de 
Djibouti (EDD), though most industrial enterprises hold diesel generators in 
reserve and some enterprises are not yet attached to the grid. 

Djibouti City is served by two power stations on the same site: 
Boulaos I with eight oil powered generators and Boulaos II with four, two of 
which were installed in 1988. In 1987 the installed capacity was 74.5 MW and 
effective capacity 62.9 MW. Capacity will increase to 85.5 MW by the end of 
1988. There are smaller power stations at Tadjourah, Dikhil, Obock and 
Ali-Sabieh with a total capacity of 3.21 MW. Total electricity production was 
173 million kWh in 1987, with a peak load of 33.4 MW in September, during the 
hot season. 



- 83 -

Djibouti City's electricity consumption reached 143 million kWh in 1987, 
of which half was distributed at low t~nsion (220-380V) and half at medium and 
high tension (20 kV). There are 19,761 consumers nation-wide, 18,182 of whom 
are in Djibouti City and only 436 of vhom take electricity at medium ~r high 
tension. Estimates of the sectoral breakdown of electricity consumption vary 
considerably, but all of them indicate that industry accounts for less than 
10 per cent of total electricity consumption. According to ISERST, industry 
and agriculture accounted for only 4.4 per cent of total consumption of EDD 
electricity in 1985, the service sector 48.8 per cent and domestic consumers 
46.8 per cent.11 

ISERST has prepared two scenarios for the growth in demandit, both of 
which anticipate that demand will grow fastest in the industrial and 
agricultural sector. The low scenario anticipates demand of 195 million kWh 
by 1995 and 235.6 million kWh by the year 2000, with industry and agriculture 
accounting for 5.S per cent of total consumption by that date. The 'growth' 
scenario anticipates demand of 225 million kWh by 1995 and 309 .4 million kWh 
by 2000, with industry and agriculture accounting for 8.5 per cent of total 
consumption by the end of the century. 

According to these forecasts and with the demission of existing plant, 
further capacity will be necessary by 1992 or 1993. To accoaaodate this 
demand four developments have been suggested. Firstly, the development of 
geothermal resources at Lake Assal with a 20 MW or 10 MW power statior... 
Research is underway, but, as yet, no reliable well with sufficient heat and 
steam back pressure has been found. A pre-feasibility study, completed in 
November 1987, has suggested that the costs would be lower than installing 
equivalent oil generated power.JI Secondly, and complimentary to the 
development of geothermal resources, the government is considering linkage to 
the Ethiopian gr~d to provide electricity from hydro-electric power stations 
during the suamer months - Djibouti's peak demand and the period when 
Ethi.opia's hydro-electric capacity is highest coincide.~/ The viability of 
this proposal ultimately depends on the competitive pricing of Ethiopia's 
tariff compared with the domestic generating costs, since, for security 
reasons, Djibouti will have to install sufficient generating capacity to meet 
the suamer peak load. Thirdly, given the limited scale of the proposed 
geothermal development, the EDD will have to develop further oil powered 
generating capacity of up to 60 MW. Lastly, the government is undertaking 
research on solar power generation and energy conservation. 

From the point of view of indu!ltry, electricity is unU.kely to be a 
~onstraint on development other than in its price. Pre-feasibility studies 
for both the geothermal and the linkage to the Ethiopian grid anticipate a 
small reduction in the tariff. However, neither of these projects have been 

l/ ISERST, Plan Energetique National, 1986, pp. 42-46. 

Zl ~. 

J/ EDD, Eccnomic Analysis of Geothennal Po~er Pro1ect in D1ibouti, Dece~ber 
1987, p. 13 and Annexes. 

!/ Canadian International Development Agency and Miniscere Fran~ais de la 
Cooperation, Ethioo1a-P11bout1 Interconnector Study, Reconnaissance 
Report, June 1988. 



- 84 -

fully costed and, for the near future at least, continued <iependence on oil 
powered electricity will prevent any significant reduction in electricity 
charges. 

5.5 Transport and teleCOf!ID1DliCations 

The government has given the developaent of infrastructure a high 
priority. Transport and c011mUJ1ications received $220 aillion of funding, 
alaost half of the investment progruae, during the first ten years of the 
independence. 

IL mid-1986 the road nntvorlt coaprisK 281 lal of paved roads, aost of 
thea radiating from the capital, and '~624 lal of unpaved roads. The north of 
the country vas isolated, the traffic having to pass by ferry boats froa 
Djibouti City to Tadjourah and Oboclt. Since the completion of the "Unity 
Road" between Tadjourah and Djibouti City in June 1988 C01m1111ications have 
improved markedly. The road links with Ethiopia and Soaalia are still poor, 
though a paved road to Loyada on the ~rder with Somalia, and possible 
extensions to Berbera and Hargeisa, is currently under construction. 

Railway 

The railway betvee~ Dj~bouti Port and Addis Ababa, coapleted in 1917, is 
in a poor state of repair as amply demonstrated by the deraila~ts of 1985 and 
1987. The slow movement of traffic along the line accounts, in part, for the 
declining use of the line !n favour of the Addis Ababa-Assab road linlt. 
Improvements to a short stretch of track vest of Dire Dava and the purchase of 
nev rolling stock are currently being financed by the EC, though the r&ibray 
really needs a com~lete overhaul. The Chemin de Fer Djibouto-Ethiopien (CDF) 
- a company owned by the Ethiopian and Djiboutian States - has requested 
$250 million of funding to cover the costs of rehabilitation. The EC, France, 
It~ly and the United Kingdom have shown interest in the project. 

The Republic of Djibouti benefits from its strategic location at the 
mouth of the Red Sea as an important chandling a:id bunkering station for 
military and comaercial shipl)ing and as an entrepot for Ethiopia. The port 
facilities include a roll-on-roll-off terminal, a container terminal which vas 
completed in 1985, with a handling capacity of 25 containers per hour, 
2,500 metres of quays and total storage capacity of 37,600 sq m. In 1988 the 
~uvait Fund for Economic Development provided a $9.6 million loan for an 
extension to the container terminal and the ship repair facilities. The port 
is efficient and has a short turn around time. 

Djibouti is served by Alllbouli International Airport and t~ere are landing 
strips at Obock and Tadjourah. In 1986 there were 5,911 civil flights 
carrying 298,416 passengers (60 per cent of whom were in transit) and 
8,589 tolUlea of freight and post. Increasing dependence on transit traffic 
since independence adds an element of inaecuri ty to the ai :-port's continued 
development. High charg~s at Alllbouli Airport have already persuaded airlines 
to change their stop-ove r points to other last African countriea, while the 
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introduction of a nev generation of long haul aircraft la likely to cut out a 
proportion of the Paria-Re1D11on flights. Revertheleaa, the govemaent has 
presented aabltioua aodernizatlon plans to donors. These include 
refurblabllent of the teralnal building, reinforceaent of the r1D1V&Y and aprons 
and aoclernizatlon of navigational equipment. Early in 1988 the project vas 
pruned down froa an original estillate of $21.5 aillion to $14 aillion. The 
Saudi Fund for Development, Abu Dhabi Fund for Econoaic Development and ~uvait 
Fund for Econoalc Development are to provide fl~ce. 

telecOl!RUllicatlons 

A new international telephone exchange and radio telephone link with 
Saudi Arabia and Yemen Arab Republic were installed in 1985. Djibouti nov 
enjoys an efficient international telephone, telex and telefax 
cOlm\Jlllcations. Links with Europe are assured by aub9arine cable. Three 
allllon international calla were aade in 1987. 

In 1987, there were 4,452 telephone subscribers, in 1986 23 per cent aore 
than in 1983. The nuaber of doaeatlc calla has increased by 450 per cent over 
the aaae period to 22.5 aillion calla in 1987. to aeet the growing df!IUJUI a 
nev electronic digital exchange with a capacity of 7 ,500 lines will be 
installed by the end of 1989. Funding has been provided by the CCCE. 

5.6 ?he role of trshpical co-operation in lnclustrial developaeut 

Djibouti leans heavily on external assistance. The principal 
beneficiaries of aid flows have been infrastructural facilities, aalnly 
transport and comnmicationa. Until aid-1987 Djlboutl received around 
$570 million of aid. Of the disbursed aua, $220 allllon was utilized for the 
developaent of transport and cOllmUlllcatlona. A further $6G aillion vaa 
destined for electricity developaent, while the prillary sector received 
$50 aillion. Industry's share of technical assistance has been relatively 
aaall. In 1986 it represented only 0.1 per cent of the total technical 
assistance budget. technical assistance to the industrial sector has often 
been in the fora of short tera contracts, vi th aiasiona aiaed at the 
resolution of a&JYgerial and technical proble.a cf the public enterprises and 
the planning procedures. These aisaiona have contributed little to the 
developaf!!lt of aanagerial and technical skills aaong the vork force. 

Hitherto, technical aaslstance to industry aas been in the fora of French 
co-operation of technical adviser to the Ministry of Industry, three 
technicians to OIED and ten technicians to EDD. Annex D furnishes a list of 
UllIDO technical cu-operation projects. 

A aove towards long-tera co-operation can be seen in four of the 
teclmical assistance projects identififd in 1988: 

1. Technical assistance during the start up of the Animal Feed Factory 
(Denmark). 

2. Managerial asdstance to Djibouti Editions Diffusion, in an attempt 
to resolve the coapany's financial problema (FAC). 

3. Technical assistance to Laiterie de Djibouti for the maintenance and 
repair of plant (FAC). 

4. Technical assistance to the Ministry of Industry for the development 
of an industrial proaotion service (UJIIDO). 
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Each of these projects is incended. to provide training for company or 
ainisterial staff, vho in the long tena, are expect~d to re~lace the technical 
assistants. The government is eager that donor organization provide further 
assistance along these lines, as a means of transferring skills from 
expatriate personnel to nationals (Article 39, Lav Ro. 251/AR/82), 
particularly following the development of new industrial enterprises. 

The need fur fostering industrialization is llDre urgent in view of the 
rapidly growing work force. Economic diversification through 
industrialization appears a matter of necessity to reduce Djibouti's 
dependence on service sector to generate growth and employment. 

Djibouti's strategic position in the Red Sea and close cultural and 
political ties with the Arab States suggest another potential export 
destination. These countries depend heavily on manufactured. imports. Special 
trade agreements could be arranged. by AIDO, with a view to promoti.ng 
aanufacturing enterprises in Djibouti. 
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Table A-1: Central Govel"Dllent budget. 1978-1988 
(selected Years> 

(DF aillion) 

1978 1980 1982 1984 1986 1987 

Current Acco~t 
Receipts 9,138 15,774 19,746 19,338 19,100 20,714 
Of which %: 

Direct taxes 21 20 19 21 23 24 
Indirect taxes 71 67 65 67 66 65 
Ion-fiscal 8 13 16 12 11 11 

Average change (S)1!/ +28 +8 +3 -8 +8 
Expenditure 11,366 14,870 19,804 20,033 21,439 21,363 
of which %: 

Salaries 62 60 55 60 60 61 
Goods and services 34 34 34 30 31 29 
Others 4 4 11 10 9 10 

198sA' 

21,717 

23 
65 
12 
+4 

22,359 

60 
29 
11 

Annual change (s)ll/ +8 +13 +0.5 +2 -0.4 +5 
Balance -2,228 +904 -58 -645 -2,334 -649 -642 

C12lt1l A~~snmt 
Receipts 6,562 5,408 3,324 1,844 1,585 1,490 1,550 
Of which %: 

Rational army 55 78 0 0 0 0 0 
Budget support 22 4 80 80 98 ~4 90 
Other 23 18 20 20 2 6 10 

Annual change (%)1!/ +7 -51 -25 -19 -6 +2 
Expenditure 2,562 2,478 5,595 2,743 553 841 907 
Of which %: 

Fixed capital 
formation 92 85 94 89 100 100 100 
Others 8 15 6 11 0 0 0 

Annual change (%)Ill -9 +16 -50 -80 +52 +8 

Balance +4,275 +2,930 -2,277 -899 +1,032 +M9 +643 

&1211u~1: Mir...isdre des Finances et de L'Economie Rationale, LI BudHt !.1~ 
l'~t&t, Exercise 1988 and Exercise 1987. 

1/ Planned. 

)l/ Annual growth on previous year. 
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Table A-2: Balance of payaents pro1ectioos. 1987-1991 
(DF aillion) 

1987 1988 1989 1990 

Exports (fob) 17,656 18,327 19,024 19,747 
Iaporta (fob) -34,104 -35,436 -36,538 -37,470 
Trade balance -17,141 -17,109 -17,334 -17,722 
Senicea (net total) 3,657 3,794 3,942 4,093 

Interest -592 -674 -705 -711 
Freight,insurance -6,142 -6,253 -6,416 -6,612 
Other transport 2,999 3,059 3,120 3,182 
Purchases by non-
reaidenta 6,120 6,356 6,620 6,885 
Others 1,272 1,297 1,323 1,350 

Balance of goods and 
senicea -13,490 -13,315 -13,392 -~ 1,629 
Unrequited transfers 3,1'?', 3,000 2,879 :t..~770 
of which: 

official 3,150 3,015 2,894 2,785 
private -15 -15 -15 -15 

Current acco1Dlt balance -10,355 -10,315 -10,513 -10,859 
Capital 110vements 7,703 5,851 4,298 3,097 
overall balance -2,653 -4,465 -6,216 -7,763 
Debt aenicing 2,149 2,337 2,668 2,879 

1991 

20,500 
-38,856 
-18,356 

4,239 
-687 

-6,847 
3,246 

7,160 
1,377 

-14,117 
2,672 

2,687 
-15 

-11,466 
2,615 

-8,831 
2,810 

1211[,~: International Ronetary Fund cited in Indian Ocean Kevsletter Spec!al 
Report, "Dilb211ti liDan,111 f[Qblem• L2mn", 1986. 
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Table A-3: Direction of trade. 1982-.lil.i 
($ aillion) 

1982 1983 1984 

13.l 13.l 14.4 
Yemen Arab Republic 5.0 10.2 11.2 
Democratic Yemen 7.8 7.9 8.6 
Ethiopia 1.3 4.3 1.8 
Saudi Arabia 1.5 0.8 2.1 
Seychelles 3.4 1.3 5.2 
Italy 0.4 6.9 4.7 
France 0.2 0.7 0.2 

Imports 

France 72.1 77.4 77.1 
Bahrain 37.5 47.3 40.7 
Ethiopia 41.2 34.8 31.8 
Japan 27.4 23.5 24.3 
United Kingdom 12.5 12.8 13.l 
Italy 13.3 12.7 22.7 
Republic of Korea 8.5 10.0 7.9 

Source: IMF, ~tion of Trade Statistics (1987 Edition). 

1985 

14.4 
11.2 
8.6 
1.8 
1.8 
1.2 
0.8 
0.1 

67.5 
40.7 
31.8 
22.3 
28.7 
32.4 
11.0 

Rote: These statistics are baaed on the published trade data of 
trading iiartners and do not correspond with official 
sources. 

1986 

15.1 
11.8 
9.0 
1.9 
1.4 
1.3 
1.1 
0.8 

54.5 
42.7 
33.4 
23.0 
19.7 
18.7 
16.4 

Djibouti's 
government 

Table A-4: Average monthly wages, selected inc:lustrial sectors. 1987 

Sub-sector DF US$ 

Food industries 67,250 375 
Joinery 39,078 217 
Jewellers 37,000 206 
Bakeries 46,937 262 
Printing 61,996 304 
Public works 61,996 345 
Port 80,677 450 
Railway 59,552 332 

Average all sectors 57,317 319 

ISUl[,I: Caiaae de Preatationa Socialea. 
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Table A-5: ~lectricity tariffs for Diibouti City. 1988 

Fixed 
Consumer status Capacity charge 

Dollestic "Social" lltVA 360 
Doaestic 3kVA 560 

6kVA 630 
9kVA 770 

lion-Domestic up to 36kVA 350 
greater than 36kVA 38 x kVA 

Degressive I up to lOkVA 300 
greater than lOkVA 800 x kVA -10 

Degressive II up to lOltW 300 
greater than lOltW 1000 x ltW - 8 

Building sites up to 18kVA 5000 
18-36kVA 10000 

36-lOOkVA 350 x kVA 
greater than lOOkVA contract 

Definition of variable charge units: 

Domestic kWH lkVA 
3kVA 
6kVA 
9kVA 

lion-domestic kWh 
Degressive I kWh x kVA 
Degressive II kWh x kVA 

Variable charge by lDlit 
1 2 3 4 

29 26 
37 35 
37 35 
37 35 
46 
46 
46 42 37 43 
46 42 J7 43 
46 42 37 43 
46 42 37 43 
46 
46 
46 
46 

90 remainder 
105 remainder 
120 remainder 
135 remainder 
Total 

75 90 100 remainder 
95 110 120 remainder 

Source: Simplified and tabulated from Law No.83-0208. 

Table A-6: Key food imports by origin. 1985 

Principal countries 
Goods DF.mn Tonnes of origin 

Vegetables 382 8,423 Ethiopia, France 
Fruit 324 5,675 Ethiopia, France 
Rice 1,715 39,193 Thailand, USA 
Sorghum 93 1,620 India, Australia 
Wheat flour 670 15,020 France, Fed. Rep. Germany 
Pasta 363 3,797 Italy, Netherlands 
Vegetable oils 564 3,785 Singapore, Netherlands 
Eggs 91 353 France, Netherlands 
Sugar (refined) 505 13,334 Ethiopia, France 
Meat 412 856 France, Retherlands 
Milk (fresh, dried, UHT) 821 3,927 Retherlands, France 
Fi•h and shellfish 32 56 France, Italy 

12Jltia: DIRAS, Annuaire Stati1tique, 1986, p. 105. 



- 92 -

Table A-7: llll)Orts of oetrolega proclucta as a proportion 
of total illl)Orts, 1910-1915 

(DF aillion) 

1980 1981 1912 1913 1984 1915 

Petrole'mll imports 2,661 3,260 3,864 3,701 3,423 3,507 
Total imports 37,920 39,825 40,197 39,307 39,425 35,670 
Petrole'mll as per cent 

of total illports 1.0 1.2 9.6 9.4 1.7 9.8 

~0[~~= DIIUS. 

Table A-8: Iapo[ts of petrolega products by origin. 1985 

Product 

Paraffin oil 
Gas oil 
Fuel oil 
PetroleUll (Super) 
PetroleUll (Ordinary) 
Butane 
Other products 

Dl'lln 

579 
843 

1,136 
373 
166 

44 
366 

Tonnes 

11, 717 
18,836 
30,409 

7,182 
3,162 

416 

Total 3,507 

Source: DIBS. 

Principal countries 
of origin 

Saudi Arabia, Bahrain 
Bahrain, Saudi Arabia 
Bahrain 
Saudi Arabia, Bait.rain 
Bahrain, Saudi Arabia 
United Arab Emirates 
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1'BI c:lml.nD9 OPD.&rIODL AllD/OR APPIOUD tiCiiilCAL 
m-onun:om noncrs or UUDO 
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Anne: B - the completed, operational and/or approTed technical 
co-operation projects of UWIDO 

Backstopping 
Responsibility 

IO/IIS/IllR 

IO/IIS/PLAlf 

IO/IIS/PLA.11 

IO/T/AGRO 

IO/T/DG 

IO/SD/FEAS 

IO/SD/FEAS 

IO/SD/FEAS 

Backstopping 

I - ?he c011Qletecl proiects 

Republic of QJIBOQTI 

since 1972 
SJ>t?c.Act./ 
All.Acc.Cocle Pro1ect llglber Proiect Tide 

Jl2206 SI/DJI/86/151 

31.2.!. RP/DJI/85/001 

Jl2413 XP/DJI/15/001 

Jl3104 Sl/DJI/86/850 

Jl3312 US/DJI/86/021 

31.6.A SI/DJI/79/801 

31.6.A SI/DJI/80/801 

Jl2516 DP/DJI/84/003 

Consultant in dairy plant aanageaent 
and -rketing 

Aaaiatance for the preparation of an 
ind11&trial progr~ (continued 
under XP/DJI/85/001) 

Assistance for the pr-eparation of an 
industrial progr-e (ex 
RP/DJI/85/001) 

Assistance in pre•enting 
environaental degradation from the 
vet-blue tannery project 

Preparatory assistance to identify 
problems at Tadjourah Mineral Water 
Plant (ex XP/DJI/16/035) 

Formulation de l'assistance au 
secteur industriel 

Unite d'etudcs industrielles 

Etude de faisabilite pour 
l'etablisseaent d'une usine de 
fabrication de biscuits et de pates 
aliaentaires 

II - the operational anc!/or approved pro1ects 

Republic of QJIBOUtI 

Responsibility All.Ace.Code Proiect ftumber Protect Title 

10/SD/FEAS Jl4102 DP/DJI/86/014• Renforccaent du developpcacnt et de 
la pr0110tion industrielle 

• Large-scale project (= total allotment $150,000 or above) 
** Total allotment $1 million or above 
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SELECTE6 IEFEIEllCES 

Agence de Cooperation Culturelle et Technique, Ababacar Dia, L•Artisanat P.D. 

Republigue de DUbouti pour m Plan de Developpeaent EconOlligue et 
Social, Boveaber 1987, 68 p • 

.Aabassade de France en Republique de Djibouti (Mission de Cooperation et 
d'Action Culturelle), Interventions a D1ibouti de 1983 a 1987, 1987. 

Canadian International Developaent Agency and Ministere Fran~ais de la 
Cooperation, Ethiopia-DUbouti Interconnector Study. Reconnaissance 
Report, June 1988. 

Centre Rational d•Etudes Industrielles (Tunis), Rote de Synthese sur l•Etude 
de Conservation du Poisson et des Fruits de Mer en Republigue de 
Diibouti, July 1986, 8 p. 

Centre de Developpeaent lndustriel des Pays Arabes, Rapport de Mission a 
D1ib9uti. Clndustrie de Protluits Pharaaceutigues), 1979, 7 p. and Annexes. 

DIBAS, AnnUaire Statistigue, 1983 to 1986. 

Econ011ist lnteligence Unit, Ethiopia, Somalia and D1ibouti Quarterly Country 
Reports and Ann~al COJDltry Profiles, various issues. 

EDD, Econoaic Analysis of Geothermal rover Pro1ect in D1ibouti, December 1987, 
13 p. and Annexes. 

International Labour Organization, Le Secteur Bon-Structure a D1ibouti, 
Addia Ababa 1982, 128 p. 

International Labour Organization, Alfonso Conacho Pardo, Rapport de Mission en 
D11bouti Cl9-24 Ayril 1986), 1986. 

ISERST, Plan lnergCtique lational, 1986, 379 p. 

Maurice, P., "Djibouti. Chronique Economique et Demographique", Annuaire des 
Paya de !'Ocean In4ien, VolUlle 9, 1982-83, pp. 451-569. 

Mlniatere de !•Agriculture, Gase, J., Synthese des lotea et Pro1eta Relatifs i 
l'lllQlontation d'un Salin, January 1979, 10 p. 

Ministere de !'Education, Table Roncle sur la Creation des Petites Entreprises 
4 Mai 1986, 1986, 52 p. 

Ministere de !'Education Rationale, ltucSes pour la Realisation du Progr•ppe 
PCdagogique et Architectural et des EtucSea Tecbniquea en vue de la 
Creation du ftouyeau Lycee d'lnfeigncaent Profeaaionnel i D1ibouti, 
February 1988, 338 p. 

Miniatere de l'Education Rationale, Pro1et de Plan Ouinguennal de 
Diyeleppcacnt de l'EclucatiQD. 1989-1993, February 1989. 

Miniatere de l'lnduatrie, Daniel Duet, EtucSe d'un Pro1et d'un lnye1ti11emcnt 
Cencernant vne Fabrique de Glacc Monobloc CD Barre, December 1983. 
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ftinistere de l'Industrie, (Organisation d'ltudes pour le Marketing 
l'Engineering et la Gestion), Etud\ de Faisabilite d'une_ Usine de 
Biscuits et Pites Aliaentaires en RCpubliaue de D1ib9uti. Pro1et de 
Rapport Definitif. July 1915. 

ftinistere de l'Industrie, Service du Developpment Industriel, Ali Aimed 
Ali, Bilan de la Deccnnie. 1977-1987, 31 Decellber 1916, 19 p. 

ftinistere de l'Industrie, Omar Abdillahi, paper ghen at Conference on 
Industrialization of Less Developed Countries at Bangltok, 
14 lovellber 1917, 12 p. 

Oberle, P. and Bugot, P., Bistoire de Diibouti des Origines a la Republique, 
Presence Africaine, 1915, 339 p. 

Republique de Djibouti, DJiJpouti. Ville et Pays en Vole de Developpewent, 
Doc1ment Presented to the Donora' Conference lovellber 1983, Voluaes I and 
II, 207 pp, and 316 pp, 

UBDP, I.ea ProblWa de l'!'aploi en Rmblique de D1ib9uti, February 1981. 

UBDP, lote 4u Represnltent Resident. Progr•nnt d'Asaistance 1983-1991, 
1987, 7 p, 

UBDP, Belquart D., and Bouchard, C., Diibouti: Politigue de l'labitat et de 
Developpment Urbain. tr•!Cre Phase, llarch 1988 1 42 pp. 

UIIDO, M. Abdelvahab, Rapport de Mission, 27 January 1911, 30 pp. 

UIIDO, Dolllnlque Barbier, Le Develoopf!llCllt Induatriel en lenbligue 
de D1ib9uti. Rapport Final, 19 February 1982. (SI/DJI/80/101/11-01) 

UIIDO, Valid Sharif, Technical Reoort, 1986, 45 pp. and .Annex. 
(RP/DJI/85/001/11-01) 

UIIDO, Pierre A. Rietach, Rapport Final ltlbli pour le Gouyemeamt de la 
RCpubligue de D1ib9uti au loll de l'Org1nisation des Rations Qnies pour le 
Diyeloppeaent Inc:luatriel, J1D1e 1916, 19 pp. (XP/DJI/86/035) 

UIIDO, Michel Cartoir, Identification dea Actions ftice11aire1, da.DI 
lea PoMinea de la Geation et de la Cowerci1U11tion. afin d • Accroitre 
l'Approyialouneaent Llltier de 11 Population, 4 July 1986, 41 pp. 
SI/DJI/86/051) 

UJnDO, Sangad, L. and Al-Bafedh, M., leoort on the Progn=tn1 Million to 
D1ibouti, 20 July 1986, 30 pp. 

UIIDO, David Winters, Rapport Tecbnigue: Assi1t1nce i l'Inclustric du Tannage a 
D1ib9uti, 1 Auguat 1986, (SI/DJI/86/050) 

UIIDO, Lofti Cbakroun, Propo1itiOD1 lelatiyea i la PrOltQtion IncSuatrlelle, 
llay 1988, 37 pp. and Annexes. 

World Bank, Ecenpaic Situation •n4 Prospects of D11bouti, Report lo.4692-DJI, 
19 October 1984, 125 rp. 

World Bank, World Dcyelopmcnt Report, 1988. 
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Prev101111Y 18811ed in the Indastrlal DeYeloment Rnlev Serles: 

Indonesia 
ICenya 
Argentina 
Paraguay 
Uruguay 

Bangladesh 
Swaziland 
Zaabia 
The Philippines 
Pakistan 
The Sudan 
Malaysia 
India 
Thailand 
Peru 
Kigeria 
Bolivia 
Chile 
The People's Republic of China 
Bahrain 

Sri Lanka 
Cuba 
Tanzania 
Egypt 
llali* 
Zaire* 

Pacific Island States: 
Papua Kev Guinea, Fiji, 
SolOllOn Islands, Western 
Soaoa, Vanuatu, Tonga 
ICiribati, The Federated States 
of Micronesia and Micro States 

Cote d'Ivoire* 
Saudi Arabia 
Congo* 
Central African Republic* 
Colombia 
Ghana 

UlllDO/IS.458 1984 
UlUDO/IS.459 1984 
UlllDO/IS.460 1984 
UlllDO/IS.461 1984 
UlllDO/IS.462 1984 

UlllDO/IS.510 1985 
UlllDO/IS.516 1985 
UlllDO/IS.520 1985 
UlllDO/IS.527 1985 
UlllDO/IS.535 1985 
UlllDO/IS.541 1985 
UlllDO/IS.545 1985 
UlllDO/IS.547 1985 
UlllDO/IS.548 1985 
UlllDO/IS.552 1985 
UlllDO/IS.557 1985 
OIUDO/IS.564 1985 
UlllDO/IS.579 1985 
UlllDO/IS.582 1985 
UlllDO/IS.592 1985 

UlfIDO/IS.613 1986 
UlllDO/IS.615 1986 
UlllDO/IS.628 1986 
UlllDO/IS.637 1986 
UlfIDO/IS.640 1986 
UlllDO/IS.644 1986 

UlfIDO/IS.645 1986 

PPD.6 1986 
PPD.7 1986 
PPD.10 1986 
PPD.11 1986 
PPD.16 1986 
PPD.18 1986 

(Continued) 
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lreT1011Sly issued in the Industrial DeTelo!lllf!Dt leTier Series: 
(Continued) 

The Republic of Korea 
Botswana 

The Caribbean Region: 
Jaaaica, Trinidad and Tobago, 
Guyana, Barbados, The lletherlands 
Antilles, The Bahaaas, Belize, 
Berauda, St. Lucia, St. Vincent & 
The Grenadines, Grenada, Antigua 
and Barbuda, Dollinica, 
St. Christopher-Bevis, Ca!'llall 
Islands, British Virgin 
Islands, Montserrat, Turlts and 
Caicos Islands, and Anguilla 

Malawi 
Indonesia: "Changing Industrial Priorities" 
Zimbabwe 
Burma: 

Jordan: 

Liberia: 

Qatar: 

1'epal: 

~enya: 

Angola: 

Somalia: 

"Transition to agro-based 
industrial econOllY" 

"Stimulating ID&llUfacturing 
employment and exports" 

"Resource-based industrialization 
and rehabilitation" 

"Towards industrial diversification 
of an oil-based econOllY" 

"Industrialization, international 
linkages and basic needs" 

"Sustaining industrial growth 
through restructuring and 
integration" 

"Stimulating industrial recovery" 

"Industrial revitalization through 
privatization" 

The Philippines: 

1'igeria: 

"Sustaining industrial recovery 
through privatization and foreign 
investment" 

"Industrial restructuring through 
policy r.?form" 

* Also available in French. 
** Restricted. 

PPD.19 
PPD.37 

PPD.51 

PPD.58 
PPD.60 
PPD.63 

PPD.65 

PP0.67 

PPD.74 

PPD.75 

PPD.79 

PPD.85 

PPD/R.15** 

PPD.91 

PPD.92/Rev.l 

PPD.100 

1987 
1987 

1987 

1987 
1987 
1987 

1987 

1987 

1988 

1988 

1988 

1988 

1988 

1988 

1988 

1988 




