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PREFACE 

This lnd11::-1ri;1I Dcvd,1pml·n1 Rcvic\\ i::- •lOC ,1f a scrics of .:oun1ry sludics prcpan:J h:.- 1hc Regional and (.\iuntry 
Bran.:h ,if 1hc l 'niled '.\;11i,ins Induslri;1l De\·d1ipmcn1 Organi1a1i,in ( l'NIDO). 

The: Rc\i"·ws prcsc:nl hrid fa.:1ual ;mJ anal~tieal surwys ,if induslrial Jcvd,ipmenl in J"·\·doping rnun1ries. Su.:h 
indus1ry-spccifo: Rc\iews ;1re in demand for a variely of purpos.:s: lo pnl\i&: an ;nformalion scr\ice lo rde\·anl 
sc.:iions wi1hin lf;'lo:IOO anJ ,11her inh:rna1i,1nal ,irgani1a1ions and aid agencies c•mccrned wilh lechnical assislam:c 
l•l inJus1ry: lo he used as a refcrcm:c source for financ;al organi1a1ions. puhlic and pri\·a1e indus1rial enlerprises anJ 
ec,momic research ins1i1u1es in de\·d,ipcd and Jcwlopini_! rnun1ries: an:f 1,1 scr\·c as a handy. useful informali,m 
S•lUrce f,lr p.1li"~·-r:iaL:ers in Jcwl,lp;ng coun1rics. The Rc\iews Jo nol rcprescnl in-Ji:p1h induslrial sur\·e~-s. Wi1h 
;m exdusiv.: focus llO inJus1ry 1hcy prescnl informalilm and analyses on lhc hr,1;1J spectrum of 1he induslrial 
Jc\-d,1pmcn1 pr,,.,·cs.' in the niun1ri"·=- n1nccrneJ in a conJcnsed f,1rm. 

Th"· Rc\icw::- Jr;1w primarily on inf,1rma1i,m ;mJ m;11c:rial availahk al llNfDO hc:;1Jqu.irlc:rs frnm n;11ion;1l ;mJ 
intcrna1i,in;1I s•1ur.:c:s as wdl as Jara conlainc:J in 1he li'.':100 Jata hase. The prc:senlali,m of up-lo-dale informali,m 
''" ,uh-,,cch•ral manufacluring lrc:nJs is usually conslraincJ hy incompkle na1i,1nal Jara''" lhe indus1rial scchlr. T,i 
supplcmcnl dfons unJcr way in li;'lo:IOO lo impnwe 1h;.: Jala hasc anJ lo moni1or inJuslrial pmgres.o; and changcs 
;•n a n:gular h.isis. ii is h,1pcJ lhal lhc rdc\·;ml nali,inal au1hori1ies aml ins1i1u1i,1ns and 01he1 rcaders will pr,wiJc 
._.,,mmcnls and funhcr infornu1i,ln. Such rcsp.ms..: will grcally assi.'il in upda1ing lhc Re\iews. 

The: pn:s.:ul Rcvicw w;1 ... prcparcJ wilh the assistance ,1f Dr. AJrian f,111arJ. UNIDO consuh;ml. on lhe hasis of a 
lidJ mis,ion unJcrtaL:cn e;irly in l'l'lll. II is JiviJcd inlo 1wo ra1hcr Jislincl pans. Chaplers I and 2 arc analytical 
in ch;1ra.:1cr. gi\ing lir"I a hrid lwcn·icw of 1hc country's en1nomy anJ 1hcn a m,ire JclaikJ rcvicw of lhc slruclure 
;mJ Jcwl,1pnwn1 ,lf i1s m;mufac1uring inJu,1rics. l'haplcr .\ n.:\icws prtihlems ;mJ prn,pc.:ls ,1f L:cy hran.:hc, ,,f 
inJu,1ry: fnoJ prncc, ... ing. hewragi: anJ lohacco. 1ex1ik anJ garmcnl manufa.:1ur..:. lcalhcr pniJu.:ls. Wlll•tl pniJu.:h. 
p.1pcr ;111J printing. chcmic;1l pr,iJu.:ls. n•ln-mcl;11lic mincral pr,iJucb anJ mcl;11lic pniJucls and cnginccring. l'h;1p!cr 
4 an;alys.:s 'lralcgic!'o. inslilUlilm!'o anJ p••lil·ic, f,1r inJu!>lrial Jcwlopmcnl. Finally. l'h;1p1cr 5 !>Un·cys rcs,mr.:cs for 
inJu .. 1ri;1l Jc\-d1•pmcn1 induJing 1hc r11k ,1f lcchnil·al ClHipcralllm in inJu,lri;il dc\d,lpmcnl. 

It !>hnulu h.: n11tcJ 1h;11 Rc\ic\\' ;irc nol oflici;1l 'lah:mcnh of intc1.1ion or p.1licy hy g'wernmcnls nnr J,i the \·i,·w, 
;mJ rnmmcnh ctinl;1ineJ lhcrcin nc.:c,s;1rily rcflc.:t thtise of 1hc respc,·1iw gowrnmcnls. 
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EXPLANATORY NOTES 

Regional classifications. trade dassificati,ms. and S!mhol'\ used in the statt'\I ical ta~ks of 1his ~ep..lrl. •.mkss p;hcrwisc 
indicated. fol1,1w those adopted :n the L'11it«d .\"atimrs Statisti<al 'frarbook. 

Datt'S di,idcd 1->y a slash ( 19SS/S9) indi::;1h: a fiscal year or a cwp yc;1r. Dates di,·ideJ 1->y a hyphen ( i'>SS- l'IS•I) 
indicates the full pt:rioJ. including the lx:ginning and the end years. 

Rcfcre.1ccs to civllars (S) arc to United States dollars unless otherni'\c staled. 

Pa1:mtag.: may not add due to rounding. 

/11 T ubit's: 

Three Jots ( ... ) indic;11e that data arc not a\"ailahle or separately reported; 
A h~phcn (-)indicate .. that the item is not applicahlc or the amount i_._ ncgligit>lc. 

The follo\\ing ahlne\iations arc used in this document: 

ACiDE 
AE'\C 
AIDB 
AISCO 
AMC 
A!\tCE 
CSA 
CBE 
DEPSA 
DRC 
EPC 
Eon· 
EL\tl('O 
EAS 
EC\t(' 
EC\IC 
EDDC 
EFC 
EFC 
EHC 
ETllOF 
ETIMEX 
EiC 
EIBI 
Bil 
E!\ITI 
E!\fl 
EPPS(' 
ERTC 
ERTC 
ESC 
ETDE 
r::n· 
EPZ 
FDl' 
Ci OP 
CiNP 
c;rr 
Jft\Sll>A 

Adola Gold Dc\"dor'."!!enl Enterprise 
Agricultural Equipmenl and Ser\"ices Corporatio.1 
Agriculmra! and Industrial De\"dopmcnt Bank 
Agricultural Inputs Supply Corporation 
Agricultural Marketing Corp..uation 
Automoli\·c Manufacturing Comp;my of Ethiopia 
Central Statistical Authority 
Commercial Bank of Ethiopia 
De,·.:Iopment Project S:udies Authority 
Domestic res,lurce cost 
Effecti\·e protection c,lCfticient 
Engineering Design and Tool Centre 
E1hio-Lihy;111 foint !\lining Company 
Ethiopian Authority f,1r Standard~ 
E1hiopian Coffri: l\farkc1ing Corpor;11i,ln 
E1hlop!an Construction l\.fateri;1ls Corpor;1tion 
Ethiopian iJ11m..:~1ic uisrriluninn Corpor;ition 
Ethiopi;m Food Corpor;1tion 
Ethiopi;m Fn.:ight Corpo1 ;iti11n 
Ethiopi;m Handirr.1f1s Centre 
E1hi .. pi;111 llouseh,lld ;md Office Furni1ure Corp,•r;1tion 
Ethiopi;m lmp•lrt and Exporl (',1rpnra1io11 
E1hiopi;m lnsur;m•::: \. "orporalion 
E1hiopi;111 Institute of ltinking ;md ln,ur;mci: 
E1hi,1pi;111 !\bn;1gi:mrn1 ln,1i1111e 
F.thinpi;m !\bnagi.:mrnl Training ln,ti1111i: 
E1hinpian !\brhk lnJm1ry 
E1hiopian Pulp anJ f';1pi.:r Shari: C'omp;rny 
Ethi,rpian Ri::ail Tr;1Je ('orp11r.11ion 
E1hiopi;111 Road Tr;m,port ('orpor;11i.111 
El hiopian Suf!;1r l'orporal inn 
Ethiopian Tea l>e\dnpmi.:nt En1i:rpri'i: 
E1hiopian Technnlof!y Centre 
Export Procc,sinf! Znni: 
Fruil l>e\"clnpmi.:nl C'orpnr;11ion 
Ciro~~ dome~lic product 
( iro~s nati1111al produi:i 
Ciuided Transmitted Tr;1inin!-! 
llandinafb ;md Small-Srak lnJu,lrii:' l>cvdopmrnl t\ulhnril\ 



HGPE 
HSB 
IPS 
IPD 
IPEs 
ICO 
ICS 
LDMC 
MVA 
MFf 
MOI 
MOL.SA 
NBE 
NCC 
NCCP 
NFC 
NMWC 
NPC 
NRTC 
NTC 
NTMC 
NPC 
OSCFER 
PSSA 
PSC 
PSPI 
PCs 
PIP 
RD Us 
REWA 
scs 
SCs 
SS ls 
TEED 
TYPP 
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Higher General Pol~t.:chnic Educalion 
Housing anJ Sa\ing.s Bank 
Industrial Projects Senice 
Industrial Promolion Departme!lt 
Industrial Public Enterprises 
International Cofke Organil'~lion 
lnter-CcnnecteJ Systcm 
Li\"cstock Oe\-clopmcnt and Mcat Curporation 
Manufacturing. \·alue adJcd 
Ministry of Foreign TraJe 
Ministry of Industry 
Ministry of Labour and Social Affairs 
National Bank of Ethiopi;! 
National Chemical Corporation 
National Committce for Ccntral Planning 
National FooJ Corporation 
National Metal Works Corporation 
N:itional Producti\ity Centre 
National Road Transport Cmporation 
National Tcxtile Corporalion 
Na1ional Tobacco and Matches Corpora1i,m 
Nomin:il protection coefficient 
Oflicc of the Slale Committee for Foreign Economic Refalions 
Pcnsio11 and Social Securily Aulhority 
Personnel Senicc-; Commission 
Price Studies <ind Policy lnstilute 
Producer Co-opcrati\"es 
Public lnvestmcnt Programme 
Range land De\"clopment Units 
Revolutionary Ethiopia Women's Associa1ion 
Self-Contained Syslems 
Scnicc Co-operatives 
Small-Scale lnduslries 
Tc-:hnical and Engineering Extension Dcpartmcnt 
Ten-Year Perspccti•.-e Plan 



BASIC INDICATORS 

BASIC !:'\DIC.-\TORS I: 

GOP (1987/88) 

Population (1989) 
Growth rate (19S.:.J 

GNP per capita (1987) 

Annual ;rvwth rate of 
GOP (per cent) 

Expenditure on GDP 
(per cent) 

Structure of production 
(per cent) 

Retail price index~ 
l 1963=100) 

Exchange rat" 
CBirr cquivale~ts to St) 

.I ( llf1,·1.1l C'llnl.llC 

~ h>r :\JJ1s .. \~.1~.1 

. I\ -

6irr10,246.5 mi:lion (S4,950 million) 

49.5 million 
2. 9 per <"ent per annun 

sno 

1975-1978 1979-1981 1982 1983 19~ 1985 1986 1987 1988 1989 
~- -~ ~- -~ ~- -~ ~- -;-;::( 

o.4 4.4 1.2 5.3 -3.6 -7.o 6.7 8.o 1.4 ~-5 

Gross domestic savings 
Cons~tion 
lnlfestmer:t 
Net irrports 

Agriculture 
Industry 

Manufacturing 
Handicrafts ' SSI 

Ser" ices 

1~74/75 

7.5 
92.5 
10.4 
3.0 

1974/75 
52.7 
14.8 
5.5 
4. 1 

32.5 

1986/87 
2.0 

98.0 
14.5 
12.5 

1986/8? 
43.3 
17.9 
8.4 
3.9 

38.8 

1975 1980 1982 1983 1984 1985 1986 1987 1988 1989 
128 215 266 289 287 297 319 317 339 365 

Fixed at Birr2.07 = Sl since 1974 
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BASIC INDICATORS II: Run· murcriul rt•so11rn·s 

Resources 

Agricultural production 
index (av. 1979-81=100) 

Food crops 
c •ooo tOMe .• 1987> 

Cash crops 
c•ooo tonnes, 1985> 

Livestock 
c•ooo head, 1985> 

Fish landings (1986) 

Estimated sustainable 
yield 

Mining, precious metals 

M'.ning, others 
(CU m, 1988) 

ldentif ied ~ineral 
resources 

Electricty production 
(million KWh, 1986) 

a/ 1986 
b/ 1989 forecast 

1982 1983 1984 1985 1986 1987 1988 
107 102 --s9 -w; 106 103 106 

Maize (1,788), teff (1,112>, sorghun (1,09~). 
wheat (826), pulses (58~>. oilseeds C92> 

Sugar3 / (1,600), coffeeb/ (180), cotton C75), 
pepper (2.5) 

Cattle (20,434), sheep (10,488), goats (6,3231, 
horses (1,208) 

5,000 tonnes 

66,000 tomes 

Gold C728 kg), platinun (1,485 g) 

Building stone (723,000), sand (617,000), 
salt (175,777 tons), punice (143,442), 
limestone (97,413), gypsun (1,276), 
kaolin (572> 

Bentonite, copper and zinc, diatomite, potash, 
soda ash, tantalite 

Thermal {170), hydroelectric C8?.8> 
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BASIC INDICATORS Ill: .c.·11rt·(1,"1 trudt· u11J l1ulu11ct· of pu_rnwus 

Total value (1988) 

Principal exports 
(Birr million, 1986/87) 

Main destinations 
(per cent, 1986/87) 

Total value 1988 

Principal i8'JOrts 
(Birr million, 1985/86) 

Main origins 
(per cent, 1985/86) 

Current account 
CS million) 

Gross international 
reserves (Noveat>er 1989) 

Total external public 
disbursed debt (1988) 
as per cent of GNP 

Debt service (1988) 
as "1E!r cent of exports 

S429.3 an l lion 

Coffee <524>, hides and skins C108), chat <29>, 
petroleu11 products <28>, live animals (16) 

Federal Republic of Gennany (29_1), USA (12-8), 
Netherlands (8.8), Japan <8.6) 

S1,128.6 million 

Road motor vehicles <339), machinery and 
aircraft <328), food and live animals <320), 
metal and metal wares <156), crude petroleun (163), 
chemicals (115) 

USA (17), USSR (16.1), Federal Republic ot 
Germany (10.7), Italy (9.7) 

1981 
·250 

1982 
-195 

S40.3 mill ion 

S2, 978 mill ion 
54.0 

S267 mill ion 
39.2 

1983 
·170 

1984 
·130 

1985 
-106 

1986 1987 1988 
-327 -218 ·228 
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BA.SIC INDICATORS IV: The manufacturing sectoral 

MVA ( 1986/87) 

MVA per capita 

E11Ployment in 
mnufacturing (1985/86) 
as per cent of economically 
active population 

MVA per employee 
(1985/86) 

Annual real growth rate 
of MVA (per cent> 

C0111pOsition of MVA by 
branch (per cent share) 

Coqx>s ii}· on of MVA by 
end use 
(per cent share, 1988) 

a/ 1,argc and medium-scale enterprises only. 
b/ :'-linistry of Industry supervised industries only. 

Birr804.1 •ill ion (S388_5 •ill ion) 

Bi rr17-5 (S8.45) 

90,845 

0-5 per cent 

Birr7,953 (S3,842> 

1975-1978 
-0.3 

1979-1981 1982 1983 1984 1985 1986 1987 
8.0 4.6 7.3 3.8 1:6 5.3 5.9 

Food, beverages & tobacco 
Textiles 
Leather & leather procixts 
"ood & wood procilcts 
Paper & printing 
Chemicals 
Non-metallic mineral procilcts 
Metal procilcts 

Consuner goods 
Consuner durables 
Intermediate goods 
Engineering products 
Service rendering 

1988 
67.7 
3.8 

23.5 
0.1 
5.0 

1976/n_ 1985/86 
39.7 42.9 
30.8 20.0 
6.5 4.0 
3.4 3.0 
4.3 8.0 
8.6 12.0 
2.4 3.1 
4.2 6.6 
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BASIC INDICATORS V: Truclt- itr manufucturrs and tire mle of small-scale i•rdmtrit·s 

Exports of manufactures 

Total export value 
(Birr •ill ion) 

As per cent of total 
exports 

Exports as per cent of 
i rdlst rial procb: ti on 

Principal AlflUfactured 
exports 
<Birr •ill ion, 1989> 

Imports of manufactures 

Total i111p<>rt value 
(Bir:- •ill ion) 

As per cent of total 
i111pe>rts 

Principal manufactured 
i111p<>rts 
(Birr •illion, 1987) 

Handicrafts and small-scale inc:kJstry 

Nunber of enterprises 
1984/85 

MVA (Million Birr, 
1984/85) 

Enployment 1984/85 

1985 1986 1987 1988 1989 
90 139 185 145 321 

1979/80 1986/87 
8-8 19.8 

1984 1988 
TI 7.4 

Hides and skins (93), textile pr~ts <24), 
sugar and molasses (1(), pepper extracts <7>. 
finished leather and leather prCIQJcts (3) 

1985 
1,035 

1979/80 
67.8 

191!6 
1,291 

1987 
1,612 

1986/87 
72.1 

Road motor vehicles <339), 111achinery and aircraft 
<328), metal and metal ware (156), chemicals (115), 
telecOllllU'lications apparatus <75>, medicines and 
phannaceurticals (67} 

Handicrafts (15,433) Small-scale inc:kJstry (7,684> 

Handicrafts (21.5) Small-scale industry (210.7) 

Handicrafts (40,000) Small-scale inc:kJstry (36,846) 
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BASIC INDICATORS VI: hrrt·r·nlfmlly nH11pari~l'>tl of sdt0t."lt0d indi!'ators 

y~ 
,_,, 

Ethiapi• Sudan Djibouti Sa-al ia AR POR 

l. Dmoguslhic irdicators 

Population <•id·1988) million 47.4 23.8 0.43
/ 5.9 8.5 =: .. 4 

Population growth (1980·1988> per cent 
per annua Z.9 3.1 5.2 3.0 3.4 3.0 

Prillilry school entrol l9ent as per cent 37 49 15 91 
percentage of age gr~ <1987) 

Area ( '000> sq km 1,222 2,506 22 638 195 333 

Density of population (1988> persons 
per sq km 3.8 9.5 16 9.2 43.5 7.2 

II. Eccn.ic irdicators 

GOP ( 1988) USS million 4,950 11,240 140"/ 970 5,910 840 

GNP per capita <1988) USS 120 480 783"-' 170 640 430 

GOP growth rate (1980-1988) per cent 
1. -1'1 1.r1 per 3lft.l1I 1.4 2.5 3.2 6.5 

Agriculture (1988> per cent of GOP 42 33 4.4".' 65 23 16 

Industry ( 1988) per cent of GOP 17 15 18.8h/ 9 26 23 

Manufacturing <1988) per cent of WP 12 8 8.2h/ 5 12 

Services (1988) per cent of GOP 40 52 76.8a/ 25 50 61 

Exports of goods ( 1988) per cent of GOP 11 4 4.oa/ 8 16 

Gross domestic investment (1988) per cent of GOP 16 10 l4 13 

External long·term debt 
(disbursed and outstanding) (1988> per cent of GNP 50.6 74.6 35.0 185.2 41. 7 199.4 

Ill. lrdatrial indicators 

MVA (1987) USS million 564 1. 111 26.2<"/ 51 578 

MVA growth ( 1980· 1988) per cent 
per annun 4. 1 0.8 0.2 10.2 7.8 

Nole: Based on lhe World Bank d;11a presented in 1he World Dt'w/opml'lll Rt•porr /'J<JO, excluding lhe dala for Djihuli. 
h should he noted lhal 1he UNIDO dala hase, llni1ed Nalions sl;11is1ics, national slatistics and World B;mk d;1t;1 
hase do not always t;1lly pre,·isdy and, therdore, discrepancies may he found between Basic Indicators h ;md 
text Tahlcs. 

a/ For 1118'1. 
h/ For 11180-1 118'1. 
c/ For 1'185. 
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Sl'l\ll\IARY 

In \l.1r.:h 1·~111. th..: g1•\.:rnm.:n1 1•f ·.11 .. · P._·opl.:'s D.:mi...-uti,· R..:puMic ,,f Ethit•pia :umounc.:J ;i rJdic.il 
:'.1.:L. .... ~,- ,,f rdllrm, 1h.11 -'••ulJ Ji,m,ml>,:r th.: ..-._·ntr;,tl pbnning machin.:~ that h;is managed th..: e.:t•n••my 
,.in.:.: 1'1-:"r. anJ Jll1•w nu~L..:t f,•r.:;.:' h• Jll•..:Jh.: rc.:s.•ur..:cs "'ithin the.: ec.>nom~-. This ;ihrupt .. hang.: i•l 
...... ,,n,•mi._· t"•li._~ w;i,._ th.: g•>\;.:rnm..:nl "!alc.:d. J resp.•ns.: ht the det.:ri••ration of Ethit•pia"s c.:n•n .. mic 
p.:ri.•rnlJnc.: ••\..:r th.: jl.t.'t d.:.:JJ._-. R.:al gr••\\th rates an:raged just L7 per cent fwm FYl'>SI h• FYl'IS7 
.mJ nlJ:- h.1\._· 11':.:n l1l\\er 'till ••r 11 .. ·gati\I.: r •• r the.: peritld th.:n:after. Thi_, is far 111."hind the estimated~-" 1...:r 
.:.:nt annu.11 in..-rc.:J~ in ("•pul.1ti .. n. l'llll"<."'1U\.'nlly.p.-rn1picc1 inn•mes ha\'C fal:en. Accnrding hl th.: w.irld 
lbnL. ( i'.';P p1·r 1·c1pit.i """,Jal 'S l.°'11 in l'>S7. m:1L:ing Ethi,•pia the poorest o•untry in Afri.:a h~- a wid.: margin . 

.-\gri .. ·uhur~·. tr:iJiti1inJll:- th.: m.1in~IJ~ ,,f the.: CC••nom~ accllunting for owr -IC) p.:r c..:nl of ( iDP and •JO per 
••·nt ••l 1:\r••rh. hJ,. p.:rf,•rm .. ·J .1h:-,.mall~. \':!lu.: adJc.:J ha.' fallen hy an a\·c.:ragc.: ,,f 11..1 per cc.:nl p.:r ~car 
fn•m 1•1:s11 ~I hi J•ISh ~-:-. Output ,,f gr;iins has faikd h1 L:c.:c.:p pac..: \\ith populalinn growth n.:1:..:~'ilating 
'uhst.mti.11 f,,.,J impt•rh. E\~·n ""·th.· a\c.:rage pa n1pit11 daily calorific in1aL:c.: has falli.:n hy n.:arly 5 p.:r ci.:nt 
•l\..:C th.: la,.t lw..:nt:- yi.::irs whik th.: sami.: indicah•r has incrca.~d significantly for almost all uth.:r l.1w incomi.: 
._· .. un:ri..:s. Dr.•ughls in th..: ~i.:ars NSl-l'IS~. N~-l'IS5 and lllS7-l'~"l ha·;c ci.:rtainly played a m;1jor role in 
th..: J.:din.: in agricultural \aluc added. hut thi.:rc is al'\ti an undcrl~ing trcnJ ,1f declining pa 1·11pit11 
agri.:ulturJI pr • .Juc1i.in. This may h.: ascrih.:d lo ecun,•mic p.tlicies: the erosion of inccnli\·c.:s as real prices 
f,,r :1grirnlturJI pr1.Jucts Ji.:dinc.:J anJ th.: C••nccnlralion llf rc.:s.iurccs in lh.: dc\·d,1pm.:n1 uf slalc farms which 
ha\<' l:iikJ to yii.:t.: an Jppr..:ciahk rclurn. 

Seri,•us dr,•u!!hl and famine is liL:dy lo hdall E1hi,1pia during )')')) due lo 1h.: curr.:nl crop silualilln and ils 
dk.:1 un f,,.,J a\ailahili1y. r\1:..:1•rding tll the.: a~,c~'\.:d needs for 1'}91. ahout -1 .. -:.. millilln peopk require rdid 
f,,.,J as"i,.l:mc.: ,,j :(\..;.•J7..J mctri.: h•nn .. ·s . .-\houl .'.-1 milli,1n 11f lhc h•lal affcclcd P''f'Ulalion arc \·iclim:. of 
Jr.•u!!hls and .. imil:tr n:tlural pr11hknh whik lhi.: remaining arc \iclim:. of human-made prohli.:ms in the north 
,,f lhi.: counlry. 

lnJu .. 1ry h:1s fared hclh:r. rcc1•rding an ;1vc.:r;1gc -1.S per cc:nl incrcas.: in value added per annum from l'>SO/SI 
In l'ISh/h 7_ ll11wc.:vcr. gros' pr • .Juctilln l~gurc' for 1hc lndu.,lrial Puhlic Enh·· 1,riscs ( IPE') - rcprcscnling 
mer •JO per ci.:nt of indu .. 1ri.1l nu1pul - indic;1tc thal grow1h ralcs ha\·c slllwcd frllm awund S per ccnl in lhc 
c:1rly l'lSOs i.1 ju,.1 :!.S per cent in 1•1ss ;1, invcs!mcnl lail.:J off an<l supply cons1rain1s h.:gan In lcll. 

I.ow anJ d..:clinin!! r..:;11 in.:nmc ... .,h,•r1:1gc.:s of agricultural inpuls and consumer go1.Js h;i\·c reduced lhc.; 
pr.ipcn .. i1y 111 s;i\·c in the pri\:1lc 'cl'lor. Puhlic scclor ... a\·ing has hccn ncgalivc for 1hc l'>SOs as a whole. ewn 
!hough !!ll\crnmcnl rcwnuc ro'c fr11m :!1.7 per ccnl of CiDP in FYl'>SI lo :!.KS p.:r ccnl of (iDP in FYl'lS7 
an<l fi,_c;1I m;111:1gcmcn1 ~;i.. li.:cn con .. c.:n:i1iw. Tolal Jomcslic saving..; have dropped from 75 per ccnl uf 
CiDP in FYl 1l7.5 hi:! per ccnl in FYl•Js7. ;ivcra!!ingjusl 1.7 per cenl o\'cr 1hc FY1'1S.~-FYllJS7 perinJ_ Wh;11 
is mori.: lhc '>hare of !!n\·crnmcnt cxpendilurc ;illocakd to <lc\dopmcnl acli\itics has fallen owing to 
',uh .. 1anlial increases in ddcncc expenditure. Expenditure: on general scnices - which includes defence - has 
increased al ;1 rate llf l'l per l·cnl c;1ch ~car from 1'>7-1 lo llJX.~ and accountcJ for o•;cr 50 p.:r ccnl of lhe 
g1wcrnmcn1 hudgi.:I hy 1hc bte l'lSOs. While 1hc level of inwslmcnl has increased from ahoul Ill Jll'r ccnl 
of C iDP in lhc lotlc l'l711s 111 ;1rllund 11.:'i per c1:nl in lhc early llJSlk. rc;1ching 1-1 per cent of <iDP in FY l'lS7. 
thi .. is still wn .. idcr:1hl~ lnw..-r 1h:m the lc\d, seen in ulhcr dc\·dnpin!! counlrics. Furlhermorc. owing to lhc 
limikd dnmc .. tic lin:111ci;1I rc.:sourcc., ;1\ail:1hlc, ahoul 711 per cent of new in\·cslmcnl has hccn financed hy 
forei~~n horrnwin!! rc ... uhin!! in .1 ma .... i\c incrc:tsc in E1hiopi:1·s cxlc.:rnal J..-1.t hurden. This h;1, more 1han 
dnuhled fr11m $1,:!.N million in l'lS:! lo $:!,•l7s miilion in l'lS.~ - the cquiv;ilcnl 5-1 per ccnl of CiNP. 
E1hiopi;1\ dcht scnicin!! ohli!!;llion' h;1\l· incrc:"i.:d ;11 ;in cvc.:n foster r;1lc. risin!! from $7-1 million in l'lS:! 
lo $:!t17 million in l'JS.~ .. \ll.:! ('l'f l'COI 11f c.:xporl c;irnings as l'omp;1rcd with U per r..:nl in l'JS:!. 

\lc;1m~hik. f'.1hi1•pi:1\ chr1mir lr.ulc dclil·i1 h;.., widened. Although lhc v;1l11e of cxporh innc;1Snl al ;m 
:mnu;1I ;1\cr;1!!c r;ilc of .i.7 pn l·cnl fr11m FYl1l7.5 '.o FYl'lS7. imporh incn.:;..,cd ;ti ;1 r:1lc of 111.-1 per l·cnl mer 
the ';unc p..:rinJ. f>c,pilc allcmph ;ii export Ji\cr .. ilic11inn. thc nonomy ha, hcrnmc incrc;tsin!!IY Jc.:pcndcnl 
on c11lfrc ;" a "'urt·c of forcil-!n cwh;mgl-. Output of olhcr ;1!!ril·uhural export\ h;i, lcndcd 111 '1;11-!nalc or 
hecn di\crlnJ lo lhc 1l11mc,1ic m;irkl·I. l'\l'n n1ffrc pro<lurlion ha, follc.:n durinJt 1hc 1•1so,_ In lhc lhrcc year' 
lo FYl 1l7-I, wffcc arrnuntcal for lc" th:m ~I pn cc.:nl of cxporl c;1rninJt'; hy lhc FYl 1lS-l-FYl'IS7, chi, 
pr11p11rlil'n h;1J ri,cn lo t1'i pn r;-111, with ;i pl·;1k of 7:! pa rcnl in FYl'l~1. Thl' wlbpw of world rolfrc 
pr in·, in July I 'IS•> f11ll11"ing 1 lw :1h11li1 i11n of I hc I n1crn.11 i11n;1l Coffel· Org;111i1.11 j, Ill (ICC>) 1111111;1 '!'lrm. 
rctlun·d lolal nporl l·.irnin~~' !1! ;" 11111d1 ,,, ~-" p·:r n·nr. l-'ort1111a1cly l'.1hi11pi.1', n1rr..-nt ;1.-n111111 po,i1i11n 



. '\\\ . 

ha." ~en cushi,•nnl fr,u'it 1h.: df.:1..;., ,,f a Jc1aior.1:ing. halan..:c of lraJc hy c'.\p.1;h uf =-t:l"'in.:s anJ ncl· 
1r.1n .. fcr-.. parlil·ubrly aiJ-11,'"' during. Jn1ug.h' years. such a.~ NSI. (t)S,5 anJ l'1N•. Yd 1hcSt. inll,w.s ha\c 
JrnppcJ sharply nn._·._· 1h:: imm::Jialc 1hrl":.11 ,,f famine h:1.; pa-;..-.cJ. In 1hc pa-.1 lhc g.•1\crnmenl ha .. fo:ann.:J 
1he currcnl acc,111nl Jdlcil hy •.k.t\\in!! ''" rc-.cnes anJ foreign ll.1rrt1\\in!!. By :"'o\cmll.·r t•r.-"I. Ethi.•pia·-. 
rescnes haJ Jn•ppcJ h1 ~I million. sufficient lo pr•1\iJe imp.1r1 cowr f,1r all.1u1 four we.ck-.. 

Pea...anl ag.ricuhurc is 1he L...:y· h1 Ethi,1pia·s ccont•mic rcco\ef). T,, incrc.1...: pruJucli••n. ht1\\e\cr. in.:..:nli\"e-. 
mu..-,1 al .. o ~ restored h• cnc,•ur;1g.c imc-.tmcnl anJ pr • .Jucli<m. The fir-.1 :-.11..·p, ;11,•ng. 1hi:-. line wcrc l;1kcn 
in !'\nwmh..:r l'IS7. wh..:n tho: g.n\crnmcnl rcduc..:J c.•mpul'•'I"). g.rain purcha .. es anJ incr..:;1..c.:J prnJu.:cr pri.:c .. 
h~ awunJ Ill p.:r cent. f,11I,1wing. the edlapse of wmIJ c.•ffce price<.. 1he g.••wrnm..:nl increased c••ff..:..: 
pn.Juccr price<. t-y at>.•ul no p.:r ccnl in <kto~r l'>S'I. Then in \larch t•l'lll 1he g.nwrnmcnl ;mn••Un1..·cJ 
1hat price c•mlwls nn g.rain \\tmlJ he rcJuccJ anJ lhe Ag.ricuhural \lark::ting. Corp.•ra1i.ms· nwn••p.•ly "" 
Jomc .. 1ic lraJc in eer..:al<. Wt•ulJ 1-..: aholi-.hcJ. This i" exp.:clcJ 10 increa<.c pr..Juccr price-. -.ig.nillc;.n1ly. 
pr•1\·iJmg. an inccnli\c f,1r farmers tn slep up pn.Juction. Ht•p.:fully 1his mca .. un.: -log...:1h..:r \\ilh 1hc 
rccog.ni1i,1n ,,f p.:;1-.anl<.· u-.ufrucl rig.hi.. lo lhc land ;inJ rig.his ,1f inh..:rit;mn: · \\ill ha\c lhc Je.,ir1..·J dL:.:t. 
But this i .. by n•• means certain. If C••nsum..:r S'",J" Jf.: not a\-ailahk ;,n incre;1,e in incnmc \\ill Ix: 
meaning.le ... -; to farm1..·r-.. They c11ulJ rl"-.p.•nJ h\ n.:Juc-ing proJucti1•n lu mainlain 1he:r output al ,uh-.i-.lcn.-.: 
lewis. \fon.:on.:r. \\ilhoul an incrc;1.,c in fcrtih1er im"· ··IS. farmer., will ~ unahk to incrca~..: pn>Jucti••n. 
lm·..:o;tm..:nt i_.; also nc..:J..:J in Ethiopia"s sp..trs..: ru: ' :nfrastru.:ture if ag.ricuhur.11 -.urplu~c-. ar..: h• !-..: 

m1lhili1..:J effccti\d\. 

Pri\·atc -...:c1or particip;11i ••• 1 is ;1b.,1 -...:en a ... the lcy 1<1 lhc rc\ifali1a1ion of the inJu-.1ri;1l -...:ct.1r_ '.\k;i,urc-. 
wcrc intr.,JuccJ lo fa.-ili1at.: pri\·at..: ... cctor imc-.lmcnl in •mall-.. cak inJu-.1ry in miJ- l'l~N. pwmpling. ;m 
inllux 11f applications fwm p.•lcnti;1l im·c-.1.ir-.. Furlhcr inccnli\c-. \\Crl" annt•unccJ in \by l'l'l(J \\ith lh.: 
prnmulg.ati1m ,,fa new imc<.lmcnl c1.Jc. Thi.; kg.i<.blt••n rcmo\C., th·.: n:iling. on J,m11:-.1ic pri\.1lc im1..·-.1m.-n1 
altog.cthcr. all.1\\s wiJ..: f11rm' of capil;1l ;is-;ou:r; ..... mJ joint \·cnlur.:-. wilh f11r1..·ig.n p.trlncr-.. All rc,tridi1in-
11n the fidd 11f pri.;11:: "cctor invc .. 1mcnl haw al~o ~en remo\cJ. -.a\..: for ;1 n;1rr11w r;1ng...: 11f -.cn,i1i1..
acli\·i1ic~ .. Thi, will in1roJu.-e ;1 ,piril .,f .-.1mpc1i1ion in1<1 the inJus1ri;1I -.cclt•r. 1n..:1.i11usk ch;1r;1.-1..:ri1,·,( h~ 
11uasi-m1in••pt1li..:-. ;inJ m••n••p••lil.:-.. C1in1pclililln "ill cer1;1inly i-..:ndi1 con,umc..·r ... ho1h hy f11rcin!! d.iwn ! .. :,·.·, 

and d. ,,jnl! I h.: -'upply -c;1p· "hich h;1, , 1l"fcrcd L•ri!..: ,c;1rci1y rcnh lo pr • .Ju.-cr-. in lhc· pri\·;1k "··•t• ·r. 

Furlhcr rcform .... 1r..: cxp.:d..:11. Di-.aimina1 .. ry inkrc'I r;1k' will I-..: :1h,•li-h1..·,I. ;1l1•n:..: 1.\ith 1h.- publi< ''-"d·rr·, 
prdcrcntial ;1.:l<.:'' 111 .:r.:Jit. S11 \\ill lhc Ji,.-rimin:1h•n 1.1x rc!!im1..· th;1t h.1-. hur.kn,·.! pri1.;1tc in-..:-l••h \\i!h 
;1 m;1r!!in:1I ralc of 1;1x.1li11n ,,f S5 pcr cc·nt ;1t lh.: !11p .,f 1h1..· ... c.1k. Thi' 1.\ill cr..:;111~ Lt.:ilir;1lc pri·.;11e -.:d1•r 
im1..·,1m.:nl \\hi.:h h;1-.. in 1h1.· p.1,I. knJe1l ti1 rel\ 1•n 1x:r-.nn.1I -.;i1.in!!' I•• fin.in.- .. · new pr1•j1..·.:h Fur!h:rm .. ;· .. ·. 
the ;1h.,fiti1•n of the •1:11.:·-. nt1•n1•p11(~ on lhc m;1rkc:tin!-! .if ;1;.:ri.-uhur.1l prP1!ud-. \\i!l c·n;1bk pri1.;,1;." im,·,[,,r, 
h 1 purch;i-.c r;I'.\ -m;1kri.1!, I h;al h:11. c 1!1..·n.-r .illy h..:en in -h1 >rl -..ipply l'ri1. .11..: -...·llnr f.1.:tnri1..·' 1.1. ill '""r: h,· .1fik 
ltl hid f .. r lhcir inp111- in f.1ir l<llll('dili•lll with lhc brc..: puhli.: ..... .-1.1r 1..·ntnpri,.·,_ 
Public cn!crpri'c' - ;1.:l·nun1inc f.,r 11'.;.:r •10 per (i,:nl nf nun.d.Kturinc 1.,1lu1.· .1.ld .. ·,t ;aral .. 111pu1 · ·.1.ill :1!"' 
Underl!ll m;1jor 1.:h.111;.'.(' in lhl." n..:;1r fulurc. '.\f;in;11!Cnll."lll ;t1Jl11n11nt~ h.1-. bu·n rr11nti-::d. lh1 •ll;.'.h C\.1d 1:- !\, ··.1. 
thi-. will k ;Khie1...:d i-. un.:lcar. Ccrt:1inl~. dirc.-1 \lini .. 1cri;1l intcncnti11n in lhc J.1~-1tHb~ ;1ll.1ir- ••I 
ln,lu-.trial Puhli..: Enrcrpri,,·, ( ll'F-.) 1.\ill c..:a-.c. .1-. \\ill '.\lini,1cri;1I -..:ru1in1. ,,f bu.led-.. m.1npP1.\1..·r ;111d inpu! 
rn1uc,r... ;ind ime-1mcn1 .k._·j,j.,n,. :\I 11nc k1.d i1 m.1\ impl~ 1h;1I 1hc C11qi.1r.11i11n -.1ru.-tur1..·. in ph.-.: -i11,· .. · 
11177. will h1..· rd:ain.:d. \1.iti1 the ( · .. rp .. r.11i11n·, m;tn.11!1·ni.·n1 'upcni,inc th;.· .1.-1i·.i1ic, of ,·;1d11..·nr,:rpri·.·. \l .. r.
!iLI~. h111.h·1.;r. 1.1.ill h1..· 1h.- di,111.:ml> .. ·rm,·nr ,,f 1h: < · .. rr•>r.1tion 'lrndur;.· .1ll111.1.in1'. pl.ml k\c·l m.111.:::.-:1;,·111 
1.1 pur-uc ih 11'.\ll d.-1..-l"l'm.-111 'lr.1fl"l"· The·,._· ,·nkrpri,.·, "'ill I": :ahk I•• '"rnp,·r.- frn·h f1•r th.-ir 11q•;:1'. 
d:.:1..-rminc 1hi.:ir pr.rdudi••ll 1111''· 1nfr·•du,·,· llt"\' m<."lh•••I' ,,f m.1n.11!,·rn,·111 .ind in,,·n1i1.,·,. Su,h 111.111.H'.. ri.:I 
r.-t .. rrn 1.•ill hc ,1 knc·lh\ pr"'''·'· r1.·1p1ir;1H'. i.-,·hm,·.1! ,,,,j,f,1n,·.._ Pllt"n nn .1 pl.1111 I>\ pl.1111 l•.1,j, l>,,i j,,n 
m.11.inc'. \till Ir,· l.11 i!tr.11. ,f f.1. rh,· r,·m.,·-.tl 111 ,,., .• 11d.1r> "" 1.il .1l>i1..·t111.1·, lr••lll 1h,· '"1.-rpri,,·,· '"fl'••r.:f.· '·· d'. 
lht" l'."\vrnrn,·nt h,1, m.1d1· ii <k-.ar th.a! pr11li1:1htli11.. pr1•d11.ti\ily .111.! ,- .. ,n .. mi. ,·111, i,·nn °"'ill i, . :., · "
-ri1.-ri.1 f11r _,,,,·,·1111• .111 ,·111.-rr11-.< \i.1l•iltl\ 11'1'' 1.1.tll 11<• l11n~··:r !>,· ,h,, 1.L d lr••!ll 1•ri..1!<' ,;. r"r •··nq•, 11·:. •:: 
h:- fj, ,·n·· 111:'. r1··.r ri, I I• r: .. ;•r. I. r. 11! i.tl ·'', ,. ,, !·' , r,·dil .11111 r.r.\ 111.1!, 1 i.11' - .·1., n I h,·ir 1 ·ri. •r 1!\ .1!i. ,, ·'' ,. -r1 • : 

f.rr.;:'rl t"\• h.rn:•.- 111.1·, t..· (.,,1in11!,· n_,1r l1111.r1· Th11·.,· t nkrpri-.<:' 1!1.11 .1r, 1:11.d•L r .. I'' rl1o;m i:1 11;. 11. 
1 o1mp.·11!r . .-, n·.11 .. n:'l nl h.1\1· 1"·,n 1h1, .ti: n··d \ti!h 1•r1\.1!i1.1fi,1n "r !tqr11.f.t1r·•n 

! • r 1h1· l1n:. I. 11.:• I'll· - '• •llfl"'' \\di r, 111.1111 111 1·!.r •. l.•r :11.111; i11.L1 fr1.1l 1'1"•1:1,:. 11111 111.1r~,·1 Ir:,'''· ·. 1: 
: 1 .: r•, !1;, ( ,! 1111 .. ·r 1·. I .. 1. r:1 .. ;:. 'i'• ii11 .11 1 : • ,,L. I I 1'. 11 .. • 10·. I:;;, r:! '.\ ::!· ::1 · ":j ,! · 1 .t '- .i; 

;1. 1l Ji:,1\ •lfi~. 1h,· 11(i•, t•f Jl 1 !11 ·,,\\di\,, I 11ii!( 1! 1! 
••'. f, 1:;r1, ... ,, \\.ti! 1!. 11 !1:1 :•.·tl :ti.! 111:11:. 1!1 1:: ,,; i /1 1! 
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h•na,·rl~. lh, i1J-iu,tra.1! ,!_·._·1,,p:1;. :;t -;r .• L;:·, .i!ph.1,1:.·,I imp••ll ,uf,.,.tilt.t1 .. 11. ,.111.:•im· !•• 1h, 1,_,,j, nu:•!' 

,.flh.: r••pul.i1i,•n. In \1,·., ,.11·rb:.·;•1.1·, i ... ,.1;i,•u, b.11.:01.-,· ,,f 1'·1~111,·nb l""iri,•ri. ho1\\,·\,·~. ''l'•'h ~'r.•m .. 11"11 

h .. 1, l~·i..:n i\.t .. :nlili,:~f .. 1, 1111,: t•l l:~ .. t:," ... ~; .: ... : .. ; :: ·rti1;.., 'ah.-: th .. : :;~iJ·l''-"'d" ,,n,:,J. .. -rJ~'L .. : ~.-u, 1 1l h.1 ... t' .... ?~ 
maJ.- t•• i.kn1i1~ ·.u1r.ti•L ·'f'"ri 1-r .... L.:· .,;:,i pcn,:r.1r.- 1:.-• :n.HL·1,_ nu- ,, .. ft,~ h.1, i• .. rn.- !1L111 .1· 1l:. 
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,h,•11.1~' r_-.1,·h,·,I .:ri'" pr···1"•rti .. 1i- Th. c:·•·._-rnm·:n! \\.1, f.•r,·,·J Ii• trim ;,uJ!.'.d'. ;1ll•l\:;1tin~ r:-..n:rn:' t.• 
-.(r.1lc'!.'.I,· inJu,tri.:' .in,f lft,.-._- !.'..:n•.·~.1tin!.'. ,.,!'<•rt-.. \\hjf,: lhl· rri\.1k ,,·.-t.•r'-. .11!,,·;1•;,,n \\;1-. rLI ;1!1.~,·th..:1. 
Out rut ilK\ i• .1bh -.ulkro.:J. s, •me· rdi .. ·!· \\;1, .Ill• •rJ.;,I "~ I ho.: EH .... ' ~,·.:t· •r .11 Imp, •rt r i• ~.!r;mrni.·. but 'ini~ 
.1 ,m.111 !r.1..i:,1n ,,f th,· S.'.i mil!i1•n ;·L"L· .1·-.1iL1bL- \\;" .111 ..... 11 .. -.l 1<• rb: in,fu,rri.1l ,,·_-i,1r .111,l th,·11 ••nh I•• f,1ur 
,,f th: t,·n ( "'rl"'Llli.•n' m.111.1!.'.·"' "\ 1h,· \li:-:i-!n ... f lrdu,lr~. rri\.lk ,,.,r,ir .. -nr .. ·rpri,,·, \h'r,· ,!,·!'.i.-J the·,.: 
rl·,.iur.:.·, :ind h.1,f t.• ,Lj'\.·nJ .. ·ntird~ "" !h.· fr;t1K•• \;1lu1.t ,,,r.. :n ;tnJ th:: p.1r;1ll..:l m;1rl..l·t. If th_- ••Ulpul ,,1 
IPE ... j, "' r ... ,, ... .;r .111.l 1h.: rri\.IL.: ,._-..:t.•r j, ...... ,r;111J. ;1JJi1i,1n.1! !•;11.1111:..: ,,f p.1~m-·n1, ... urp••rl \\ill Ix· n..:nl..:J 
in th;.· ,h,•rl .inJ m.:Jium-t..:rm. D.•n••r' h;1\.: n1•I. ;t' ~ .. -1. n>n1mitt..:J funJ.; .-\..:..:;.·,,. 111 f,ir..:i!!n ..:,l·h;lll!!l' nm,.t 
;il .... 1 fx· Ill.Ilk Oh•rl· Cljllit.11'1.:. ;1Il11\\jll!! rri\.11\: -....:(t.1r firm-. hl l'Pnlpdt' f,>r ,;,earn· rt'">Ur\."<.'" "ith ('Ul•li..: '.'<.'(hlr 
;:nll'q't i-.c'. In th: .1fl,,:n.-..- ,,f :1 fr .. · .. ·h •••O\l.'.rlif>I .. · rurr .. ·n.-~. thi,. m.I\' r .. ·4uir...: 1h..- intr • .Jul"1i1•n ,,f .I r •• r .. ·i~n 
o..:'\.-h;tn!_'..· .iu.-ti1•r. '~'t-:111 "f'l·n Ii• b .. •th pul>li.- ;in,I pri\.lh: ..:n1.:rprj,.._.,_ 

Th..: tr.111-iti.•n I<• .1 mi,.:J ...:••'"''"•' "ill I'<: .1 kn!.'.thy ;inJ 1'·1inful pr·ll·c·"- .-\fl<:r til1;.:rn y...:;1r-. ,,f .: .. ·n1r;:l 
pl.1nnin;!. ,,i-1in!.'. m.111.it:-·m.::ll · 1-.•lh ;11 .1 l•'ri"'Llk ;in.I mi11i-.!.:ri.1l L·h·I - j, ill-.:quippc«l t.• d .. -.11with1h..
j, ... 1,;_. ... th.11 "ill .1ri,_. in ;1 m;arL·t ,~,km. T .. ·.-hni.-.1! ;1"i,t.tll.t' j, ur,.:c·ni!~ rt'quir .. ·J. Fqu::!ly impnrl;1nl \\ill 
h.: .:.1pit.:I .1"i-.1;in,·..: f1•r th .. · r..:h.1!•ilit.11i.•n .,f i11Ju~1ri.tl infr;"tru.-tur..: . ..:i1h..-r .. n 1h.: b .• ,j, ,,f !!r;111h ,,r 
.-.m.-.. ·"i•>n;:( l••;tn• .. 1nJ b .• Lm.-..: ,,f p.a~m.:nh 'upp.•rl Ii• prO.:\\:nl th.: ,.,.-,,n1•m~ bc·•••min~ :-.tr;m~L.l h~ 
sh,1rt;1!!...:' ,,f f,1r..:i!!n .._.,.:h;tn~l'. Th.:r..: h:1,. h .. ·.:11 .t 1..-n~kn•y in th.: p.1:-.t f,1r J,,n,•r' h• .:.•mmil funJs aft..:r 
rt'.:ipi..:nl !!••\.:rnm..:11t'' h:1h· ,h,mn !.'.'",J \\ill h\· impkm..:ntin~ th.: m••'l :-.1,·i:1ll~ p.1inful rd.•rm:-.. In th.: ,-;1,...: 
nf E1hi1•pi;1. "h..:r..: 1h.: ..:.:••n••mi.- pr.1hkm' :1r..: J..-.. ·r r • .,.,kJ ;mJ ,,f .1criti.:;1111;1tur.:. thi, "''ulJ 010J..:mn 1h.: 
r.:f,1rm rr·•~r:1m111,· ,,. Lailur.:. Ouit..: -.imp!~ Ethi.•ri;1 J.,,, n••t h;1\.: 1h .. · m..:;in' "' ,.:,._·;1p.: ih pr..-s..:111 pli!!hl. 
E1hi.,pi.1·, ..-.-,,n,1mir rn-.,,,·r~ mu't I·: .1 •••••1>..:r.1ti\,. \.:nlur.: P<:l\\l.'.l.'.11 J,1n,1r ;1111! !.'.'''.:rnm..-111. 



I. THE ECONOMY OF THE PEOPLE"S DEMOCRATIC REPL'BLIC OF 
ETHIO?~A 

A. RECE~T ECO~O\llC TRE~DS A:\ll SHORT-TER'.\I PROSPECTS 

On \larch 7. t•J<>O. th..: Central (\in1mi1t..:..: •lf th..: Workers· Party of Ethiopia appnm.:d a rang..: of reforms that would 
· \\h.:n fully impkm..:nt..:d ·radically transform th..: ..:n1n,1my from one 1h:11 has. sin..:c l'l7h. hecn managed along rh..: 
lin..:s t1f a l·.:nlral pbnning nw<ld lo 1ha1 of a marker t1ri,·n1cd mi.\cd ::n1nomy. Key d.:mcnls 10 ihc reform packag..: 
indudc: 

;1. 

"· .:. 

J. 

f. 
g. 
h. 

r..:..:,~ni1i,1n ,,f peasants· usufru.:t rights lo th..: land that will all.iw them lo ,1pcral..: rh..:ir own farms and lransf.:r 
th..:ir farms 1<1 h..:irs. c\\:n 1h,1u;!l: own..:rship will rest with th..: slat..:. Peasant farmers will also he pcrmill..:d lo 
hire laP.mr; 

pri\;1k im.-..:s1<1rs arc "' he allow..:d lo c"lahlish large commcr..:ial farms under knurc from the stale: 
!h..: "1a11.:·, \irlual mon11p.1ly Oh:r the purchasing of agricultural prn<luce is lo I~ aP.1lisheJ in fa\oUr of the free 
m;1rk.:t and prival..: trading; 

sl:ilc cnlcrp[ises arc"' he based <IR the principks of prolirahiliry. competition ;md p~tiducli\ily. Those that 
cannt11 succeed •IR these grounds may h..: clos..:<l .ir sold to the pri\alc sector; 
pri\·atc s;.:..:h1r enh.:rpri,,cs will he allowed in any sector wich,1ul a ceiling lo th..:ir levd of in\cslmcnl: 
1axa1i1in will he reformed lo enc1lur;1g..: pri\"al..: cntrcprencurs lo C<lmpelc with the Stalc owned sector; 
dc\·dop..:rs will he ;1llow..:d lo huild. own and rent pri\·atc housing and oflicc blocks; and 
go\crnmcnt owncd bnd will he pnl\id..:d al conccssional rates for private firms lo construct holds ;md olh..:r 
em..:rpn:.cs. 

Th;,:,.,; pr-1pos;ils ha\"c hccn weknm..:J in Ethiopia ;mJ appbuJed hy much of the donor community. ll is h11pcJ th;tl 
the rel urn hl the mark.:! sy ... 1..:m will restore incentives throughout the economy ;mJ th.:rchy end ;i pcri1id of cconomi..: 
J.:dine. lnc\il;1J.ly. impkm..:nl;1li11n of thc reform p;1dage will h-: a kngthy procc,s. demanding slruclurai 
;1Jju,,1mcnrs in m;Kn1-c..:on.in1ic p1•licy ;mJ the kcy cconomic m;magcmcnl institutions. \forcovcr. the g<w..:rnmcnl 
h;is hcsitah.:d hd,1rc announcing one of th..: nl<1 ... 1 ... o..:i;1lly p:.iinful c.:onomi..: reforms: d..:valu;11iw1 of the Birr. Thi:. 
will I,.; csscnti;1I if exporkr:-. ar..: hl r..:gain their compctili\c edge in the world m;1rkc1 - al prc:-...:nl. m;my exporters 
.arc suhsidi/cd · hu1 ;1 dcv;1lu;11i11n will hurl c1insumcrs' pocket·. ; .. 1J mar~inal economic activities which depend heavily 
on imp11r1ed inputs. :\ gr;1dual d..:\;1lua1ion of the Birr over ;1 peri1id of 1w11 lo three years is expected hul the fir:.! 
slcp h;1s ycl lo he taken. 

The 1..:nclits of lhc reform p;1cbge will. ;1s lhc go\crnmcnl willingly ;1dmi1s. lake some lime lo maleriali/..:. In the 
mc;mlimc, E1hiopia's cri1ic;1[ cc1inomic silu;11ion, a!!J.!ra\;1lcd hy lhc disloc;11i1>n~ of ;1 radic;1I slruc1ur;1l adjustment 
pr .. gr;1mmc. will continue 10 dc1cri11r;1lc. ~or c;m the proponents of radic;1l reform guar;mlcc 1ha1 lhcir policies will 
'ohc E1hiopi;1's economic prohlcms in lhc lon!!cr·lcrm. As the experience of other counlrics dcmonslralcs. mu.:h 
d..:pendo; l':t exogenous factors. Th..: n111s1 in1por1an1 of these arc the inlfow of sufficient foreign exchange ;mJ 
provi,ion of funds for im·cslm..:nl on gcncrous lcrms. 

As a result of f:1hiopi;1's chronic h;1bncc of payments dclicil. lhc econom~ hao; been starved of foreign cxchangc. 
reducing th..: c;spacily lo purcha'c capi1;1I goods for new invco;lmcnl ;md essential inpuls in the ;1!?ricuhur;1l ;md 
indu,1ri;1I scclor. When coffee pricc\ plummt:ted lo lhc l11\\c ... 1 kvd for founecn ycars and their lowcsl lcvd in rc;1l 
lcrms since lh..: 1 1 >~0,, following the colbpsi· of lhc ln1..:rn;1lion;1l Coffee Or1?ani/;11ion ( IC'O) qunla agrccmcrl. 
E1hiopi;1's foreign cxd1;mge earnings were cul hy al lc;1~1 ~5 per ccnl in a m;1llcr of monlhs · in lhe past decadc 
coffee has ;accoun1cd for ahoul 70 per ccnl of Ethiopia's export'> ·lhcrchy thrcalcning lhc economy with forci!!n 
cxch;mgc strangula1i1in. Ah hough coffcc prices rallicd sligh1ly in e;1rly l1JCIO, ri,ing 111 $01.S:i/lh from $0.75/lh al 1hc 
cnd of l'IS'J. lhc markcl is 'lill un,lahlc wilhoul lhe guidin!? h;md of ICO quolas. According lo currcnl forcc;1'1'· 
;1r;1hic price' may recowr lo I iS$1.1/lh hy 1h.: liN 11u;1rlt:r ol l'l'll, hui prices will remain low if Br;vil and C'olumhi;1 
hav..: !?OOd h;ar\esl'i. 

\k;inwhik, lhc Ethiopian gowrnmrnl i' lrying 111 slcp up prPdtKlion ,1f rnffce lo offscl 1hc drop in markcl price,. 
Improved farmer incrnlivc, arc lhc prirKip.11 loo( of 1hi, 'lr;1lcgy. Oflici;1I huying price' have fallen in real lcrm' 



since 1he early 1'1:-ills an.I pr.>du..-iit•n by ,m;1l1- ... cak prnJuccr ... has f,,11,•wed ... uitl·. droppin!! fr,,m a ix·.1k ,,f _,_,, milli•>n 
N.I k!,? ha!!" in l'IS.>/S-1 (< kh•l'l:r h• s .. -ptL·mt--... ·r 01ffee ~-e;1r) h• ju ... 1 .>.15 milli11n b.1!!' in t•>s.-./s9_ In ( k1t•l1t:r l''"'I. 
1h.: !!•Wt:rnm.:nl ann<•Unl-L·d J l.~l ix·r l-cnl inn.:a....: in n•lkL· prin· .... from Hirr17 ix·r 17k!! h;1!! h• Birr."•· th..:rd•~ 
n;1rn1win!! 1h.: !!;1p 1....-t\\c:.:n w11rld m;1rk.:1 ;ind dnmc,li.: u•fkL· pric.:s. Thi ... m:1~ r.:ducl· lhl- anwunl ,,f ... mu~lin!!. 
lh••U!!hl In n.:pr .. · ... c:nt ;1f,.1u1 ~II p.:r c .. ·n1 ,,f 1hc: h;1n·.: ... 1. anJ will .:n.:our;1!!t: farmL·r,. h• ,.1 .. ·p up pn>du..-iinn in 1h .. · l••n!! 
lc:rm. II s.:c:ms likdy th;1t lhL· n•mhin .. ·d dkl·h ,,f !!•"><l w.:athc:r and impn•\c:d in.-.. ·ntih·, will hrin!! al'<•Ut .m incr .. ·;1,l· 
in lh.: 1'1'111 han..:"'- The: tbmhur!! n•mnwdity ht•u.....: f--- ()_ Licht ha' fnrn·.1,1 :1 harv.:'I of_, __ \ milli.m h;1!!" f,,r 
l'l:•N/•111_ If h<•lh pri,:.: ... and pr,.Juc1i1>n ri ... ..-. lhc: h;1bncc: of p;1ymc:nl ui ... i ... will p:1'"· lhnu!!h 1h1: ... 1rm:tur.1I imh;1bn.-.: 

will pt: rsisL 

The: J••nor cnmmunily nfkr..:J ""nll· rdid Jurin!! 1hc: fort:i!!n l·itch:tn!!t: ai ... i, of l'l:N/•11)_ Early in 1'1'111 the: E( · 
ann••unc.:J 1ha1 ii w.•ulJ pr.•\iJ..: ECl ·~-i milli1m for a s .. ·nmd Sn1nral lmJl'•rt Pn'!!r:1mm.: - mor.: lh;m d.•uhlc lhl· 
:1mounl made: a\·aibhl.: in .. -;1rly l'IS'I - h•r the: purch;1.,.: of ..-~,..:nli;1I inpuh f,,r a!!ricuhur.: ;ind f,,ur ,,f the: p~hli.

in.tu ... 1rial c,1rpt•ra1i,1n,.. The: Wnrl,I lbnk i,. cxpcct..:d tn foll,•w sui1c: wi1h a h:1l.m.-l· of p:1ymcnt... ... upporl f:u:ili1~ ••I 
ii... own. tlow..:\c:r. lhc: fund,. ;1ll1...:.11cd h• E( · r.:pr..: ... .:nt no ni.•r.: th:m ;1 Jr.•p in th .. - huch·t nf n<.·..:d. \t.1"ih· fun.tin!! 
i,. re•1uirL·d to ... upport th..: inpui rn1uir.-m..:n: ... ol 1:1hi,1pian ;1!!-ri..-uhur..: :ind in.tu ... try_ 

Ec.momic rdorm mu ... 1 h..: 'lll'l"'n..:d hy n..:w imotm..:nt :1nJ inn·,tnKnt in th..: rlh;1bili1:a1i .. n .,f th.: n;1,1111!!. hu• 
l""'rly m:1in1:1inc:d and frl·qu..:nlly oh,t>kl.: . .:n•nnmic infra,lrm:lurc:. t · nf••rllln:aldy. thi, l:..:n:ul..::tn l.1-.I.. i-. lx-~1 >n.I 
1hc: mc:111 ... of E1hi11pi;i·, fr:1!!il..: .:n11111111y. 1> .. 111..:-.tic ';1\·in!!' h:1w fallc:n from 10 1>.:1 ..:..:nl .,f < il>P in th .. · 1•11111, Ill jl1'1 
2 p.:r L·.:nt in FYl'IS7. ;1\.:r:1!!in!! 1.7 1...:r c.:nl •>\<:r 1h..: FYt•IS.\-FYl'ISi p.:ri1.J. Thi, rdlt:lt d .. ·dmin!! inn>n1..:' in 
rur:1l ar.::1 .... limited ••pp11r1uni1i..:' fllr ime,lment. in:1dL·4u:11e ... upplie, ,,f ;1!!ri .. ·uhur.1I input... :111d Clln ... umer !!'""''·;,II 
of which c.1111rihulc: In :1 l.1w prop.:n ... ity h• ,;1vc: in the priv;1tc: .. n·tnr. E\en thnu!!h !!••\c:rnmc:nt rc:\<.·nul·, in.-r..: ....... ·.t 
fr,1m 21.7 per cc:nl 1•f <iDP in FY1•1 . ..;1 Ill 2.'\.S p<:r cent in FYl'IS~. thi, h;r. only ju,1 !....:pl p:irc: with lh<.· !!rt1wth 11f 
expcndilur.:. [k,pitc: it... ct1ns..:n·:1li\..: hml;!·-·! m:in;1!!em .. ·nL lhi.: !!"h rnmc:nl h:i... rq!i,tcri.:d ;1 .. 111;111 .!..-fi,·i1 11n ii... 
currc:nt accnunl Jurin!! 1hi.: l'ISlh :111.t '" pahlic ''-'ct11r ,;1\inµ' h.1w l>cl'n ne!!;1t i\e. I.ow kn·!, • •f J"m'-''I ic .,;1\ ini.:' 
;ire rdlcctcd in low k\d-; of im..:,lmenl. T1•l:1I in\<.· ... 10-.i.:nl ;1\er;1!,!nl ju'I 11 per .-cnt 11f ( j()p fr,•m 1'17:' t.1 l'IS7. 
Theri.: h;I!'. llt.:l'n ;1 ,(i!,!hl Up\\,1rd tr..:nd in r .. ·.-..:nl yl·:1r,. lhl' k\l·l 11f im .. · ... 1m,·n1 r..:nuin, L1r l1t:l1•\\ th;1t 11f •••mp;1r;ahk 
k;i...I Ji.:\d11p.:d c11un1ri..:-;. 

P:1rt ,,f lhl· problem j, p••li1ic1I. \l11r..: 1h.111 l\\<.·nly yi.:.1r' of lii.:h1inµ in lhl' pr1•\in.-,· ,,f Eri1r .. ·;1. 'prc:.1.tinl! 1 .. Ti!,!r.1\ 
;1ftcr the Rl'\t1luti11n. ha\e di,(,1c111.:d 1he L·n11111my. II h:1' :11"' dr;1ined !h..: l!"\ernm .. ·n1 pur, .. ·_ In ~11\l.·mh..:r 1'1"'1. 
1hi.: l're .. id..:nl r.:\l.·;1kd milil;ary n~p.:ndi111rc: h;" in.-r..::a,l'd ;11 :1 r:ar..- 11f l'I p..:r .-,·nt p .. ·r yi.:;ir .in.-.. · 1•1~-J. r,·.1,·hi11,~ 

Birr.\5tMI milli1111 hy l'IS•I. By 1h.: mi.t-1•1:-;11, 1!•·:ia;1I .. cr\·i'"'' (indmlini.: d.:kn.-.. ·) ;ah"•rh .. ·.t 11\0.:r h.1lf of r..:.-mr.:nl 
expcmliluro.: ;111.t <lllL'-lhird .,f 1111;1! np .. ·ndi111re hy lhl' mid-l'ISll ... ,\, :1 r...-,ult 1111ly :1 fr.1r1i .. n ,,f th,· !!••\crnm,·111·, 
rc:\.:nue .. h.1\e hi.: en :1I1, 1.-;1lnl 111 , .. .-i.11 ;111,I er11n11mi.- di.:vd.1pmenl. \\"hil,1 li!!hlinl! .. , 1111 inu..:' in :-.; .. rr h.·rn LI hi1 •pi.1 
:111J lhe c11\ernm..:n1c11n1inu..:'111 ;1ll11c1lc 1hc m;1j11r p.1rt of ii... rc\L·nu...-, I•• .!.-kn.-.. ·. 1lw d11m..:,1i1.· r'-'"'ur.-,·, ;l\.ail.1hk 
f11r Jcvd11pmenl will he: ..... \ .. ·rdy c1111-.1r:ainnl. 

<>win!,! lo lhe hmilnl d111m·,1ir lin;anci;1I r .. ·"111r.:n ;1\;1ibhk. ;1h11u1 SO p..-r c<.·n1 ,,f inh·,1111n11 i' lin.1n"·d h\ 1h.
c11\ernm,·n1. from d11m .. ·,1i,· ;and f11r,·it:n h·•rr .. winl!. Yo:I. ,.\,·n 1h11ul!h 1'1hi11pi;1 j, d.1"ili,·.t :a' ;a .. k.1,1 d,·\,-1 .. ,,...,f 
<.'C11nomy ;md 1•11 lhe ka'i' of C ;:"I' pc·r ,·,11•1111 ,1.11i,1i.-,, i' lhc pn11r .. ·,1 n•unl;y in lhc w.1rl1l. II h.a, r,·,·,·i\l·,l limi11·.I 
;a"i,1;anre fr nm I he d11n11r c11rnnrnni1 y. f'r• 1111 I 117-J '" l'IS-J. l'I hi, 1pi:1 rcc<.'i\ nl ;111 ,a\l·r;w,· , ,f ) 11.•1 11,·r n11•t111 111 

dc\..:h•pment ;1"i'l;an,-... r11111p;irnl wilh ;111 .1\l·r.1t:c .,f )22.5 f11r olhcr l11w inn1111,· ,\frir.1n r"untri'"- \\·h,·n 
••Uhl ;anding n 1111 pcii...:11 ion d.ai:u, \\l·r,· '<.'I I kd in !'IS\ .aid 1111\\' m11r<.· I h.1n d1111hkd hul d11n11r' n 1111 im1,·d • r,·,u 1d 
di,hur· ... ·mcnh 11\\ing II' di,.1t:r,·,·m,·ni... \\ilh llll' f.!11\l·rnm<.·n1 11\,·r 1h,· ;1ppr11pri.11,· ,.,-,.,11>111i,· p1•li1·\. p.ir1i,·11l.1rl\ v.i1h 
rn:;1r1l l11 1h .. · :1grin1h11r;al ,, ...... r. In 1•1s7. ·'"''LHKC 111 l'lhi11pi.1. ,-,1im.11nl ;11 l "\)1-l. \ ,,,., n11•t111 . .. rill l.11•;-.·d l.1r 
behind the f,·\d, ;1Cn1r.t .. ·d 111 r11111p.1r;1hk At'ri,.111 r111.1n1ric,. 

l>11nor' h;a\l' 1 .. ·nded I 1 r,·;1d b\1Htr;1hly lo lh<. pi..:r .. ·111c;1I cn1n11mi,· rd11rm' inlrodun·.! i11 ill<' I'·"'- Th<.· I'<·. f11r 
i1i...1;1n<'l". rck:1wd :1n F< ·t -51.'l million L:r.1111 .. h11r1ly ;1lkr llll' go\l·rn111,·n1 .111111111nn-d rdorm' lo lhc ;1gricultur.il 
m.1rl...·1im: 'Y'lcm ir. 1>,-,-.. 111h .. ·r l'>S7. If d"n"r' ar<.· b\c>ur.1hlv impr•·",·d hy 1h,- rdurm' ;111no11nn·d 11n \l.1r.-l1 'i. 

l'r10 - ;111d 111•"1 '•lTlll 111 h,· · ;1ddi1iun.1I h1111I' <lllll.I Ii,· r.-IL!'nl. llov.nn. 111.tjllr hil.1ln.1l d1111nr' ,11d1 ;" lh,· 
l 'ni1nl ~l.11l°' ol :\111nic.1 .1111l ...,1111l· of liw L< · ,·,111111ri1·, lt;1\l· linl..nl dnd1>Jlllll·n1.1id111 poli1ir.1I ·" wdl ,,, , ... ,1J1 .. mi1· 
r< lorm. l' .... 1.1hli,l11n,·n1 .,f ;1 mul1i-p.1rl\ ,\,Inn and .111 .-nd 111 ligh1in1: in :"nrlhrrn F1hi11pi.1 1!11111wh .1 nn:o1i.1k.I 
"·11kml'l1I h,t\<.' .al"' hn·n pul f11r\\.1rd ;" pr,·-n1ndi1i1111' 111 in.-rr ..... ,.,f ;1i1l l111\\'. I h1· 11,-,.,- ...... il\ of ,u,·h rd••rm' "·'' 
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acccph:d fly the: Cc:nlral Cummiuc:c: ,,f rhc: \\",•rlc:rs Part~· of Ethiopia in March lt)<Jt) hut a 1imc:1ahlc has yc:I lo he 
agrc:c:d. In the: sh1•r1-1c:rm al lc:a.,r_ 1hc:rc: is lil1lc: prospect of Ethiopia rc:cc:i\.;ng a.'sis1ancc: on the: scale: nc:c:dc:d :o lift 
Inc: ccon-'m~· OUI of its pn:sc:nl plight. 

B. ECOl'iOMIC STRliCTl;RE 

According lo the World Banl E1hit•pia is lhe poore.'\l counlry in the world '-'llh .t pa capita GNP of Sl.30. Ahoul 
tiO per ccnl of 1he pt•pulalion li\·e hclnw 1he ahsolt::;; powrty line. From 1970 lo 1980. the real annual GDP gro\\1h 
rate a\Wagc:d ju.'t 0.6 per cenl pc:r ~·c:ar. In 1hc: l'>Slls. the gn•'-'1h rate accc:lcr;•led somewhat v.ith an a\·erage of 1.7 
pc:r cent rect•rdc:d for lhi: period up lo l'~•/87_ hut this still lagged far hchind 1he estimated 2.9 per cent annual 
incri:asi: in pt•pula1ion. Consi:quc:nlly. pt•r capita incomes ha\·e fallen ovi:r the past IW<l decades. 

During 1hc: pc:ritld immedia1cly aflc:r the Ri:mlu1ion. from 1')75/76 to 1977 /78. lhe economy stagnated. The a\·erage 
grnv.1h rah: of Ci DP wa.' jusl 0.-1 pc:r cenl pc:r year. as a resub of the disruption,,~ c:conomic acli\ity follov.ing armed 
wnnicl \\ilh St•malia. the implc:mc:nlaliun of a naliun\\ide land rc:form programme.: and the nalionafo•alion of many 
C••mmer.:ial and indu..,1rial enlc:rprisc:s. Huwc:wr. gm'-'1h rales accderah:d to an a\·erage -1.-1 per cc:nt owr the period 
1978/79 10 1'>80/81. This was a remarlahlc achievement when one considers that grov.1h was achie\·ed v.i1hout 
massive im·estmi:nl. Indeed. 1he li:\·cl or im·estmenl wa.'\ hardy sufficient lo CtWer depreciation_ The dri\ing force 
hchind 1he economy al lhis peri<ld was mas..o; mohilifation. The government organi7ed na1ional de\·clnpmenl 
campaigns (7emecha..<i) 10 rehahililah.: the damaged industrial and lransptlrt infraslructure and consolidate lhe 
lransformalion of E1hiopia inlo a cenli ally planned economy. By the early 1980s lhe industrial scclor recorded 
capacicy ulili7alion rales of I'll lo 1011 per cenl. while good wealher in 1'>7S/7'> and NN/SO ensured humpc:r harvesls. 
Thcrc:aflc:r. lhe economic silualion hcgan lo dc:leriorale. 

A dnmgh· in 1981/82 lc:d to a fall in agricultural \·alue added while supply cooslrainls and a iow lc\·cl of investment 
conlrihutc:d 10 a marked slow down ir. olher sectors. The economy recovered in 1983 only lo he hil hy a more 
devaslaling dwughl in 198-1/85 which afkcled not just the north of lhe counlry hut als.1 rhe grain surplus producing 
regions in Highland E1hiopia. Agricuhural \·alue added dropped hy 9.9 per cenl in 1983/8-1 and ltd pc:r cent in 
198-1/85 and 1he fall in oulpul. 1oge1her wi1h lhe reallocalion of resources lo relief and rehahili1a1ion acti\ilies. 
con1rihu1ed to a downlurn in all othc:r scclors of lhe ec1momy. (iDP fell hy J.h per cenl in 1983/8-1 and 7 per cenl 
in 1985/86. 

Ciood harvesls lhe following 1wo year~ brought ahoul a partial recm·ery though agricuhural value added remained 
hclow lhe level of 1he early l'>SOs. The perf1•rm•mce of 01her pnlduc1ive sectors was equally disappointing. Supply 
cons1rain1s, hwught ahoul hy h1w levels of agricuhural pnlduclion and a deleriorating currenl accounl, which forced 
lhc governmenl [O reslricl lhe mlume or imported inpuls, acted as a hrake on lhe induslrial sector. Low le\.cls or 
inveslmenl, due 10 negligihlc domeslic saving." and limited external resource nows, hampered devclopmenl efforls 
lhroughoul lhe economy. These cons1rain1s were exacerhaled hy anolher droughl in 1987 /SS. Ahhough lhe 
prospccls of a recowry seemed hrighl in 191'1.'l/89, follo\\ing a 12 pc:r cenl increase in 1he cereal harvesl and a 15 per 
cenl increase in coffee expt1r1s, E1hiopia's fourlh droughl in ks.." 1han a decade s1ruck in 1989/90 and coffee prices 
collap!\Cd in mid-1981) lherehy dispelling any hope lhal E1hiopia"s economic si1ua1ion would improve in the shorl-lerm. 

Agricuhure's poor performance in recenl years is rhe rool cause of the dcleriora1ing macro-economic situalion. 
Agricuhurc has lradi1ionally hcen 1he mains1ay of lhe economy: even in droughl years it con1rihu1es more 1han -10 
per cenl of GDP, ii employs owr 85 per cenl of 1he worHorce, 1he majorily working on small peasanl farms, and 
generales 1)() per cenl of exporls. From 19811/81 lo l98tJ/87, however, a~ricuhural value added declined hy an average 
annual rate of 11.4 per cent. Since outpul of grains - the principal fo1ld crops • has failed to keep pace wilh 
popularion grov.1h, grain now has to he imporled e\·en in years of good harvesls. The aver:tge p1•r L·aritu daily 
calorific inlake has fallen hy nearly 5 per cent over 1he lasl lwcnly years while lhe same inJicalnr has in•reased 
signilicantly for almost all olher low income counlries. Repealed droughls in lhe t980s h;wc certainly played a major 
role in lhc decline in agricuhural value added, hu11herc is also an underlying lrend or dccliningp1•rcupita agricul·ural 
production. This may he ascrihcd 10 holh environmenlal degrad;ilion and lhe erosion of incen1ives through declining 
real prices for agricuhur;il products. 



In markt:d C•lDlrasl hl th.: dt:dint: in ;1gri.-uhural \alu.: added during the l'ISlls. the mcdium ;ind largc-,..-.1k -lll••'tl~ 
puhlic - ind1•strial enlt"rprises h.1\.: ;..-hic\t:J p<.lsitiw rc;il '.\t\' .. \ gnl1i.th r;1t.:". a\L·r;1ging -tS p.:r crnt. :\' .1 r...-,ult 
tlf rL·ccnl d ,lrls Ill incrL·;1sc m.tnuf.Kturcd CXl'<lrls their \·aluc m1lrC th;tn dnublt:J fr,lm FYt•NJ Ill FYl"S." anJ their 
share in llll;1l np.lrb h;1s incrca,,L·J fwm S p.:r cent l<l t•>.S p.:r l·t:nl in t•>~l,'Si. On h,>1h tht:'c (<lUllh inJu,lr~ h.h. 
cnnsistcnlly. p.:rf1lrm.:J hcll.:r 1h;1n ;tn~ <llh.:r pnl\lucli\e scl"ltlr. ll<l\\t:\"er. mcJium anJ larg.:-s,-.1k i11Ju,1r~ ·,, 
Cllntrit>utillO (ll (;Op is '.'!ill rebti\i.:(y nhl\Jot al S.-t p.:r l"<:nl. ~.lr i,_ inJU'.'lr~ a nuj1>r CnlJ'l•l~Cr: it aC(<lUn!S f1ir k'" 
than h per cent ,,f the w.,rL:for...-i.:. l-,>n,,equently. the impact ,,f indu,try·s wmparatin:I~ sir.mg pcrformane.: imp;1.:t 
,,n tht: r.:maind.:r 1lf th..: c.:,ln,,m~ h.1s hci.:n limitcd. \fornwcr. ther.: an: indi,·;11i,ms 1ha1 the sechlral grtl\\th r;1ti.: 
is hcginning tn sl,lw after ;1 JeeaJe ,,f r.:bli\d~ steady gni\\th. E\·en 1h,>ugh se\i.:r.11 brgL·-,.c.1k indu,trial cn1...-rpri,.:" 
wcrt: commissinni.:d in th..: mid- l'ISlls. li.:\d, ,,f in\cslmcnl arc insuffi.-icnl lo su,tain a ~;1pid pace tlf cxp;tnsi<>n. Sin.-L· 
mnsl largt:-scak i.:n!crprisi.:s 1>p.:r.1ti.: al ni.:;ir full capacity. tht: industrial st:clnr cann1>l incr.:ast: tlUlpul by th.: ;iddi1i1>n 
,,f factors otht:r than c;1pital Supply c11n,1r;1in1s. lll>lh for d1lmestic and imp.•rti.:J inpuh. ari.: ;11,n hcginning "' tdl. 

Table I.I. (;russ domestic product and sector.ii lalue addl'd 
gruM1h rJles. selected fisl-.il )t"ars 

(Annual per cent rates and average period rates) 

Sector 

Agriculture 
Other cOl!1llOdi ty 

sector'.: 
Mining 
Manufacturing 
Handicrafts & SS! 
Construction 
Utilities 

Distribution 
services 

Other services 
Public 
a<ininistration 

GDP 

1975- 1979· 
1978 1981 1962 1~83 1984 1985 1986 1987 

.1 3.6 -1.3 4.7 -9.9 -16.3 9.2 11.2 

-1.8 
-10.1 

-.3 
-.2 

-5.9 
-.2 

6.4 
1.0 
6.0 
2.5 
8.3 
4.5 

3. 1 
16.0 
4.6 
2.5 

-1. 1 
12.4 

5.2 
-3.2 
7.3 
2.5 
4.0 
6.4 

6.0 
27.5 
3.6 
2.5 
9.6 

21.8 

-.6 
21.6 

1.6 
.Cl 

-4.6 
-3.9 

3.7 
.7 

5.3 
2.5 
1.4 
5.4 

6.7 
32.4 
5.9 
2.8 

11.3 
7.4 

-3.4 .0 3.6 6.5 1.6 -.8 7.9 5.2 
6.8 4.7 4.1 6.1 .5 2.3 3.6 5.2 

10. 1 3.8 3. 1 7.7 1.6 1.0 1.0 5.7 

_4 4.4 1.2 5.3 -3.6 -7.0 6.7 8.0 

Source: Nationill Sank of Ethiopia, Annual Report and Ou.1rterly 3ul let in, 
various issues. 

lhis is i' 1rlirnbrly lruc of th.: -.null-sc;1k indu-.lry scclor \\hid1. ,inr.: th..: Ri.:ml111i11n. 11;1" :-uffi.:n.:d fwm an1k 
shnrt;1i-:cs 11f c;1pit;1l anJ raw malcriab. .\s ;1 rc-.uh. cwwth r;1IL'' in lht: \mall-\c;1k indu,Iry ;,--r( hamli.-rafls 

\CCtor a\"cra!!cJ ju,1 2.2 per rent from J•JSO/XI to l'ISl1/X7 and i1s sh;1rc of ( iDI' h;1-. rcmaincd k" tlun 4 
per ccnr 11\'i.:r this period. Thc !!•l\'t:rnmt:nl ha-. now lurncJ ih allcnlilln Ill 1h...: di.:\'dopm...:nl of !hi-. -.n·111r 
wh...:rc iJk c;1p;1.:i1y ufkrs an opportunity lo incrl',1".: indu,1rial oulpul \l.~lhtrnl ,11h,1;1111i;1l inw.,lmcnl ;md th.: 
pro\'i·,ion uf hroad...:r imc"t men I opporl uni I io may hdp mohili1c pri\ alc sa\'111!!' - parl irnbrly I h .. , ... fr, in1 

p:1raild markci ;Kl i\ ii ic" - fur dc\'dopmcnl. 

O!ht:r prndurli\...: -.crlor" - minir.!! ;111d u1ili1ii.:s - m;1k.: a \..:ry lirnilnl r11ntrihu1i,in h• ( il>I'. though ,11h,1.in1i;1I 
in\"cslmcnh in r.:n:nl yi.:ars ha\...: lm1u!!lil ahnul r;1pid gro\\th r;1t..:". Flhi .. pia·, min.-r;il ri.:"iur.-i.:' ,1rL· lh11u!!l11 
10 he suhsl;in1i;1l and Ji\'.:r,c, !hough lht:y han: yd lo h..: fully cxpl11rrd. Wc;1k infr;i-lrnrl11rc. p;1r1irnl.1rh 
th•: -.par".: n1ad lr;Hhfh>ri nd\\11rk. is ;1 major 11h,1ad..: lo 1h..- u1ili1;11ion 11f lhl·,c rL"\•>Urrc". ( 'on,l«jlll'nlly. 
dc\dnpmcnl of 1hc mining 'crlor 11.ill rcquiri.: suh-.1an1ial im..--.1111.:nl. <ii\.:11 !hr !!<'\rrnmrnl\ lirnitnl 
linanl·i;il ~r-.oun·c-.. linann· for mina.11 "rdor projt:rh rould ht:'I he r.1iwd through joinl·\l'nlllrl''> ;1nd 
pr111lur1i11n -.h.1ring ninlrad-. \\ilh fori.:ign .-11111p;inir-.. Thr lir-.1 -.1.:p' lo\\ard-. lhL L''>l.1hli,hmn11 11f .1 
parln..-r,hip hL'l\H'.:n lhl· g11\l·rnm.:nl an1l pri\.1lc rapilal w..-rr L1h1·n in l'IS/1 \l.ilh lht: f11rn111l.11i11n 11f .1 
fr.11l1L'\\11rk f11r pr11dudi11n -.h.1rinf! r111J1r;1('1\ \\ilh forL·ii:n n•mpanic' in lhl· lidd 111 nil npl11r;1li11n. 



The p;1:-.l dl·.:;1Jc h.1, 'l·l·n .1 ,k.1dy !-!W\\lh in the st'nkt' sttlors with lhcir ,!;;trl' 1•f CiDP rising fn1r1 .'C5 
rx-r l·cnl in 1117-1, -5 t,1 _;,..;_s 1•:r .-cnt in J•iSf,,'S~. The 1kn:l,1pmenl of Stale- 11wned Ji,1ri!->u1i11n ,.:r\i.-l-, and 
the r11;1J h.1ul.1!-!1.' inJu,try - J11mi11;1kd hy pri\ak :-..-.-h•r conlrachir:-. - h;1•;e bt:.-n par1i.-ularly imr••rl.tnl. 
lnc\ii;1bly. puhlil- ;1dmini,tr.1ti•>n h:t' ,l·cn 'kady growth ;1-. thl· co>nt>Ol\ .n,weJ fr1•m an 11rx-n m;1rl.ct 1t1 a 
l-l·ntrally pbnncJ m11d.·l. th"u!-!h rhe ;1Jmini,tr;iti11n·., -.h;1 . .: 11f< iDP (S per cent in !'IS(,';'\/) rl·m;1ins rcbti\dy 
n11>Je,t n•n:-.iJering ih ..-ru.-i.11 r1•k in 1.·.:1•r111mi.- nunagemcnt. 

Despite the dct.:ri11r;1ting m;1.:r11-l·,,•n1•mi.: :-.itu;1ti1•n. thl g11vcrnmcnl h;1s struggkJ hi hring ;1t•.-::r 
imrr1>\cmenh in the k\d ,,f -.1•.:i;1l :-.cn·il·c:-.. During the 1•1si1 .... s1icial seni.-cs haw hccn all,1cakd ju:-.t I~ 
per n:nt ,,f c..:ntr.11 g11vcrnmcnt recurrent cxrx-nJi1ure and 11 per cent 11f c;ipilal l'X(X'nJiture_ ;\;n1.:rthekss. 
Ct•n~id.:r;tble pn>gre:-.:-. h;is been m;1d1.'. ';1ti,1nwiJe literal!" campaigns fwm the late J'l70s - in \\hi.-h Oll':-.l 
,if the tcarh.:rs parti•ip;!lcJ \t>luntarily - haw incn:ascJ the Ind .•f litcr;icy fr1•m ks:-. than 10 rx-r .-en! hd,irc 
the R1·v11luti1in 1t1 ;1b,rnt t~I per .-l·nt in !he miJ- l'ISOs_ Like\\ise. the rapid cxpansi1in in !he numbt:r of 
sch11ols (sec Sc.-1i,1n \"_.-\) h;is l'n;1hkJ ;m increase in !he cnwlmt·n1 rale Im 1h11sc of printJry school age fr1>m 
11 per l·cnt in i'lfi5 111 -~' per cent in l'ISf, ;mJ fwm ~ per l·cnl In 12 rx-r cenl in the c;1se of !he secombry 
sch,11>1 age-group. lie.11th c1rc .-1wcr:tgl· h.1-. al..11 widcnl·J with _-;..i per cent 1-.f !he p1•pub1i1in h;1\ing ;Kl"l''-' 
In ha-.i.: hcahh care f.1rililil·s in l'ISli ;1-. c11mpareJ with 15 rx-r .:enl bt:f11rc !he Rn-.1lu1i,1n_ ~f,1rct1\·cr. a 
radical prn!-!r;1mmc ,,f 1;tnJ rd,1rm ;md s1ri.-1 t:<>;ltrt•ls ''" the wage incrc;tscs f,,r public -.cn·anh - including 
tho'e cmpl.1ycJ hy p;ir;1,t;1t;1b - h:1· hr11ugh1 ah,•ut ;1 more rgalitarian di-.1rihu1ion 1•f wc;1hh anJ in.:om1.· in 
rural arc as. 

Tablt' I..?. Structurt' of gross domestic product, st'lt"Cted yt'ars 
(Per cent shares at constant 1980/81 prices; 

Sector 1974/75 1980/8~ 1986/87 

Agr i cul tu re 52.7 50.3 43.3 
Other c OITlllOd i t y sectors; 14.8 15.5 17_9 

Mining .2 .1 .2 
Manufacturing 5.5 7.0 8.4 
Handicrafts 8. SS! 4. 1 3.8 3.9 
Construction 4.4 4.0 4.4 
Utilities .7 .7 1.0 

Dist· .:.x., ;:" Scrv1c~~ 15.8 15.0 17.3 
c:ner services 16.7 19.1 21.5 

Public aaninistration 5.8 7.2 8.0 

GOP Sire Million 6,9S3.0 8,096.6 8,906.t 

Source; National Bank of Ethiopia, Annual R~port and Quarterly Bulletin, 
v.1r i ous i s.::.ue~. 

\\"h1.·n l'Pmp;irrd with 1•thcr d•·\·d11pinl! r1111n1rii: ... ho\\c\.-r. E1hiopi;1 ,till bl!·' far hd1ind in -.crn1.· .1,pc'\'h of 
ih ~ol'ial dc\doprn1.·n1. Lthi11pi:1·, '"h11.il cnr11lrn1.·nt Ltl1.·, arc· ... till k" tlun onl· h;1lf 11f the ,1\..-r;11.:.: f1•r l11w 
inc·omc l"llllntri1.·., and ii h.1., k·1.·n ;1rl_'.t11:d 1h:1I rhr inl'rl'.N' in 't111lcnl nurnhcr., ha, hccn ;Khin1.·d .11 th1.· 
cxp1.·n.,c pf qu;tlit~. Sirnibrl!. lh1.· nurnkr pf ph\•iri.Ul'f'<'rca{'il<l h,1, Ltlk·n ,(il!hlly 11\cr lh1.· f;i,1 twrnl\ \l".1r' 
and now 'l;md, ;11 1:77 .. "~I in 1'1.'\.J, h! Ltr th, l11v.1.·.,1 number in !he dch·IPpinl! world. Thi-.. i ... rdl1.·.-tnl in 
a hil!h in(llll rnPrL1li1! r;ik ( 1211 pn rli.111,:111.!) and ,h11rt life npn·tanry (4'1 !1.·;1r,). Pr11L!r1.·" t1>\\,trd, ;111 

l'l!;tli1.ir;;111 "1l'i1.·1y ,11, •tild :ii"• h,- "l'I :1l':1in't 1h1.· lkdin1.· in f'•'r capitu inr1•mr' 1>\l"r 1h1.· p;1,1 !ifr.-1.·n !1.·;ir, .lild 
rh,: l'd'i,1,·n\'c 11f ,1J.,r1.1.L'.1.·, f11r rn.lfl\ 1.·,"·nri.d .- .. n,urn.-r L!""d' The rurrt:nl aH'L1L'.1.' m11ri1i11n.1I inr.1~1.· i, 
1ho11d11 lu h1.· al'"lll 2~ pn 1.;.·nr h .. l.11•. r!'\'11mn1<·mkd 11.·\1·1., ;ind r1.·r1.·n1 dr11tH.!hh h;1\l' h1.·cr1 ;i'"'"i.1tnl \\ilh 
widr.,prc;ul f.1rninc. 

Th<' LIJ'id p.1n· ul pop11la1i1111 i.:ro'41h (rnrrcnth ,·,1i111.1kd al ,1hnul .~.'I pcr rnlf) puh .1ddi1iun.tl '1r.1in 11n 
r!w '"ri.il ,,·ni,·,·, .ind th1.· 1·r1ir111111\. undn111ini111• rh,· 1'.1iri- ·" hinnl h:. r1·,pn·t;1hk r.rk' nf n·11111•1111.- 1•r11\\fh 
"'it j, the n1•n1•n1\ Ii." h .11 un.1hk '"~"I.'(' I'""' .. ind li\im'. ,1,1nd.1r.f, h,1\<' Ldkn Tl lir,1 "' n,1h. 
undnt.1k,·n 111 \1,1\ l'I..; 1. ,1i.,, ~ •. ,!Ilic· I 1li111pi.1n l'."\' rnmvnl Ii\ r ·\c,tlinl'. .1 f'"(lllL11i1n1 ,Il•nul ·'-' 1111!11.111 



h 

as compan.:d \\ith the: .\2 million tlf the: pre\ious estimate. Al currc:nl gw\\1h rates the: population will dt1uhk 
in 2-t years. Ckarly. measures h> pwnwle t•ninomic grn\\th must ht: accnmp;mied hy the spread of family 
plannin~. not just thn1ugh the: health infrastructure - whil·h is sparse - hut also hy using n1mmunity 
distrihution approaches Ill reach the widest popul;,.iinn. Yd ewn if krtility declines rapidly the Wnrld B.tnk 
e.-;timates that the popubtion wuld incrc:;1se hy 511 pcr cent in liftern years and reach 80 millinn hy the year 
2lll5.1,' This optimistic scenario still raises the prospccl of falling pa capitLI food production and 
d.:teri.uating social sen ice nwerag~·. 

A majm constraint on the ccont1my is the 'ow kvd of domestic sa,·ing and in'"" ~tment. Domestic sa\ings 
h;1w falb1 from 10 per cent of CiDP in th.: l1)(10s lo 7.5 pcr cenl of GDP i1o FY1975 and 2 pcr cent in 
FYl'>S7. awraging just 1.7 pt.:r ccnl owr the FYI983-FYN87 pcriod. This rnmpari.:s unfamrahly \\ilh an 
avi.:rage ni 15 pc.:r cc.:nl f,1r low-income c.mnlries in 1987. Falling pa capita incomes and st;1gnation in 1he 
agricultural seclt>r may t>c.: idc.:ntificd as the principal cause of falling private sector sa\ings since 1975. !hough 
instiiutional faclnrs h;m: abn pbyed a part. In recenl years hanks have c.:xkndi.:d !heir nclwmk of offices 
in rur;1l arc:as. maintainc:d pnsi1ivc: rc:al interc:st r.11c:s and npc:nc:d cn:di1 facilities In small farmc.:rs in an cff,>rl 
111 mobili1c: priv;1tc: sc:c:lnr savings. Howevc.:r. the: h;inking syslem fan:' an uphill strugg.k ag:1ins! a dc:dining 
prnpcnsity lo save: as real incom1:s fall. 

Pri,ate consumption has tluctuated at around SO per cc:nt of Ci DP since: 1975, hut fallc:n in per mpitLI tc.:rms. 
( ·,>n.;equ~·ntly. potc:ntial dc:mand ft1r mos! Ct>nsumer g.mds is umsiderahly grealc.:r than dfcctive dt:mand and 
consumptinn is likdy 1<1 ab.;urb a large: prnportion of incremental incr1:ascs in /lt'r capitLI income: for !'><lOlC: 

tim1: •o rnmc:. Public seclor savings, as repres1:nted hy thc.: central g1wc.:rnmc.:nt current acc11unt surplusc.:s. 
wc.:rc.: nq:a1ivc: O\c.:r the FYl'IS1-FY1 1>S7 period: a wnsc.:qucncc.: of rapidly growing recurrent expenditure 
c.1mmitmc:nh. Wh1:rcas private sector consumption has slagnatcd since FY1975. puhlic sc.:llor consumption 
incrc.:;1sc.:d from U.2 pc.:r cc:nt of Ci DP to l'>.2 pc.:r cenl in FYllJS7. 

Low kvds of dllmc.:stic s;ivin!:! have.: restricted the vnlumc of domestic finance av;1ilabk for inveslmcnl ;tnd 
f11rced the.: government tn resmt Ill foreign hilrrowing to fund ih dcvdopmcnl programme.:. Tolal lixed 
im·c.:,tment avcragcd just 11 per cent of ( i DP from FY 1'175 to FY I IJS7. Alt h11ugh I he lcvc.:1 of im·est men! has 
increasc.:d from ahout Ill pcr cenl of <iDP in lhe btc 1'17lls lo around 115 pcr ccnl in the c.:arly l'ISOs. 
rc;1chin!:! J.t per cent of <iDP in FY 1•>87 (Tahle l.J). 1his i-; slill considc.:rahly lower than the.: kwls sec.:n in 
11ther dcvclnping wuntries.21 It is also far hdow thi.: kvcl Ethiopia must achic\e to hring ah.iul a significant 
inrrcase in pa cupita inrnmi.:. c.:vcn though ihc incremental capital-oulput ratio is relatively low hy African 
,t.indards. r\boul 70 p:.:r cent of 1ot;1I invcslmi.:nt has bc.:cn in the public sector, virtually all of \\hich was 
fundtd from thc.: •cntr;il ~o\crnmcnl hudgct and hy i.1tcrnal and external horr11wing. Public se..:tor enlcrprisc.:s 
;ire.: un;1hle Ill support thcir own invi.:stmc.:nl progral!lmcs because.: lhcy must surri.:ndcr all hul 5 per cent of 
1heir prnlih to the.: Ministry of Finances each ye.:;;:-. Similarly. the private sector has made a limi1ed ;ind 
declining contribution to tolal invcslmcnt; falling from ni.:arly 50 per ci.:nt of lot.ii invi.:stmer.l in FYJll76 to 
In' th.tn 20 pcr cc.:nt in the.: mid-l'ISOs. llntil l1>1N. domcslic privali.: scclor invcstmi.:nl w;1s rc.:strictcd lo a 
limited r;ingc of small-scale.: industrial ;1etivi1ics and agriculture. Opportunities for private.: sc.:clor inveslmc.:nt 
were al-.o curtailed hy difliculties in sccurin!,! crc.:dil and capital inputs. Legislation prnmulgatc.:d in JIJ81J (sec 
Scctilln IV.C) will rcmovc.: some of thcse conslrainls. II hope.:' lo provide.: ;1 channd for the mohili1;1tion of 
pri\alc serlor rc.:sllurces, particularly the high liquidity of privalc.: sector lradcrs. The initial rcsponse has hc.:c.:n 
encouraging and so !he lcvcl of privalc sector invcstmc:nt may incre.isc.: in the ncar fulurc.:. Efforls lo allracl 
foreign c;1pi1al ha\e mcl wi1h lillle sucn:s'> since.: 1hc nationali1ations of l'J75. However, the government h;1s 
prnvidc.:d a liberal framework for foreign invcsl11rs with the.: promulg~llion of a new join1-ven1ure code.: in JIJ81J. 
This is intcnded to allracl forc.:ign capital for imc.:stments in c.:xport-oricntcd projects in holh 1he industrial 
and .sgricult ur;1l sectors. 

Even though the macro·cconomic si111a1ion has dcterinratcd markedly in rcc..:nt years, government revenues 
h:1\c' in.-r,·a,ed from Birr 1.8 hi Ilion (21.7 pc.:r l'ent of < iDP) in FY 11>81 lo Birr:!.11 hillion (28.8 pl'r cent of 
C ii >I') in FY 1'11.(7 (Table 1.-t ). Ahoul 7.'i per l'ent of government revenues arc generated from taxation. which 
amounted lo ahout 20 per cent of <il>P. Since the.: lax burden is already extremely heavy for a low income 
wuntry, thcre appears to he limitt:d srnpc.: for inrrcasing tax rc.:wnuc.:s in the.: nc.:ar future unless a s1ea1iy pace 
of economic growth can he ;1chie\ed. ('onsequently, the ~ovc.:rnmcnl has come.: to Jc.:pc.:nd on non-tax 
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rc·\·c·nur.:'. 1";1rlil·uLtrly tr;m,f .. .-r, fr, •Ill thr.: puhlic· 'c"Cll•r n•rpt•r;1ti,1ns (;1\·r.:r;t!!in!! Birr-Ht' milli,111 ••\er the· 
FYl'ISl-FYl'IS7 pr.:ri11dl. ;1' a ,,1ur.-c· ,,f incrc·;1-.r.:J in.:t•mr.: in rr.:c·r.:nt yc·;1r,_ 

On thr.: wh,1k. th..: !!•'\<.:rnm.-nt h.i- m.m;t!!<.:J ii.. rccur~c·nt r.:xpc·nJi1urr.: '''"'c·n;1li\r.:l~: !he· l·umubli\r.: .-urrcnt 
;t.:r.:,1un1 dr.:ficit ;mwunlul 1,1 BirrN• milliPn f,1r lhL· FY 1•1s I -FY l'IS7 pr.:ri1>J. Ir.:,-. th.in 05 pc·r cc·n1 ,,f 
cumul.1li\c· rn·r.:nu:.:'. c;,·n.:r.11 ,c·ni,,-, \induJin!! aJmini,lrJtinn ;mJ Jr.:knl·r.:) ;1rc the· m;1in r.:.•mptin.:nt ,,f 
r.:currL·nt :.:\p,:nJiiurL·'· ;1\c'r.t~in!! :'i_; p.:r lYnt ,,f l<•t.11 r.:currL·nt .:\p1.:nJi1ur.: fr••nt FYl'ISl-FYl11S7. In 
cnntr;b!. tinly :'.'I p..:r c·..:n! ,,f .i:••h·rnrnut! C\~·nditur.: w.:nt hmarJ, r.:.:1in,in1i.: ':.:n·il·..-, and IS pr.:r l·L·nt 
ll•warJs ,,1ci;1I sL·n·ic..-, ''\L"r thi, pr.:ri,1J. If the ~1w.:rnmL·n1 r.:••ulJ rr.:Jucc r.:'\pr.:ndi!urr.: 1>n !!r.:nc.:r;1I -...:rvic·r.:,. 
suh.;tanti;1f rr.:st1urr.:.:-. w11ulJ be.: rr.:k;• J r .. r J.:\d,1pmr.:nt ar.:ti\itir.:s. 

Bcc.·;1u,c· nf !hr.: ,w,:rall <l..:lici! nn nirr.:nt acr.:.•:mt huJ!!L"I Jurin!! ch.: l'ISOs. thr.: !'."\L'rnntr.:nt ha-. h;1c.l 1<1 lin;in.-r.: 
it-.. imt'!>lntt'nt programmt' by b1•rn1win~. T •!al capit;1f npcnJitun: avr.:r;t!'.c·J Birrl.il.•~ millinn ( 115 ~-r l·L·n1 
nfCiDPl 11\er thr.: FYlllS!-FYl'IS7 pr.:ri,1J. \~ith a peak nf Birrl.~-t:'i millinn in FYl'IS_; \\hen thr.: !!••\.:rnm.:nt 
impkmr.:n1L·c.I ;1 numb.:r ,,f brt-:~·-,uk in,fu,tri.tl ;mJ :11.:ricuhur:1I pn•jL·r.:h t•• c11inciJr.: "'ith th..: t..:nth 
;mni\ .. :rs.iry or thr.: R<.:\11luti1•n. ( h..:r threc·-4u.1r1.:r-. 11 f th .. .- !!•l\L'rnntr.:n1· .. c;1pi!;1I L'Xll<."nJiturr.: has b1.:L·n Jir;.·ct..:J 
t.>warJ-. r.:c11n1>ntic Jr.:\..:hipm..:nt in thr.: sc\c.:n yr.:.1rs l<• FYl'IS7 (;1!!rir.:uhurL· ;111J r...-,c.:llkmc·nt .\II p•:r CL'nt: 
minin!! :mJ ..:na!!y IS.S p:.:r c~·n1: .md in,fu,1ry ltl.i pc.:r cLnt). 

T;ihlt> u. E\pt-nditun: on ~ro•" domt'~tic p.·oducl, !>dt'l·kd ~t'ar!> 
(Percent) 

1975 1981 1982 ~983 19S.:. 1985 1936 1987 

Gross ~tic 

Exp.:-"'1i tt.cre 1:n.o i 05 .e. 1C8.2 1''8.5 110.4 111 .2 115.8 112 .5 
Con'.'.Jlpt 1 ori 92.5 95.2 96.4 97.3 97.6 99_7 104.G 98.0 

~r'vatc 7Q.4 79. 5 80.1 8:J.C 79.2 ft~ ~ ft• • 78.8 (,JI.,,.' 0-0. I 

pc.:: l i c 13.2 i5. 7 16.2 17 .3 18.4 19.5 19.9 19.2 
IrvC-i!:-:--:·r: lJ . .'. 1G.4 11.8 11.2 12.8 11.4 11.8 14.5 
No;,t 1rrcon ., 3 ,, 

•'- 5.6 8.2 8.5 iJ.4 11.2 10.6 1 2.5 
c,()fn('~t 1 c .... -sv • !""· '.j ·~ ?'. 5 ~.8 3.6 2.7 2.4 C.3 1.2 2.0 

i--'-'::..~.::: '• -:t: •:....,al 5-Y"• :_\• Etti;-:c'<1, C~,-,rtt'.:'r l 'i .-?,.,,·~ A1nL..1t Sutlet1n ..... v.-Jr T .JL..,. 1"'-;...,uc~. 

\\"hc·n c1pi:.tl npcndilur...:' ;1r:.: i11..-lud..:d 1hc i.!t•\L'rnntc·nc'' 11\er;1ll lhl'iil dl'lidt incrc·;1-.e' 1t1 an avc.:r.1g..: of Birrl.lk1\ 
milli,,n ( !L'i p,·r .-r.:nl 11f <iDI') o\n the rY1•1."iI-FYl11''7 pc·riod. '.\ilh ;1 pc.:;1k of Birrl.r~l2 milli11n. !7.11 pa rc·nt ,,i 
l ii>!' in FYJ•I,'\.'. 1\11' ,1.,1i,1i..-, indi,·;1k th.it~" p..:r 1.·...:nl of ch...: fi.,.-.11 ddi•i! \\," lin.1nc..-d hy f,1r..:i!!n horn min!! fr11nt 
l·Yf 11'i2 i.1 FYl'l'-17. th1•m:h lhc· 11ro1p<>rli11n h.1, h'n1kd 1<1 llur1u;1tc· m.1rh·dly fr,•m yc.sr 111 yc·;1r. r\bou! -tll pa l"•'rtl 
"f thL· Jr.:liril h.1, bc·en lin;1111.·..:d hy 1h:.: d11111.-,fil· b;inking '''tr.:m. 11t .. ugh 11p1":1rd' of t•O per rr.:nl h;i, hc·cn horr, "'· •. ~ 
lr11m d11111.-,ti..- h.1n~' in h·;1r ... of ,uh,1;1nti.1I ddirih. --.urh ;" FYJ•1..;_;_ One· "''"''·qur.:nrc.: pf lhe g11\...:rnmr.:nt'--. 
d..:pc·rllkn<c· 1111 rhc· l'.1rtkirt1.! ,~,1..:111 lt>r lin.111<1111! ih li,r.11 d..:licit i--. t11 r,·,1ri•1 1lw :t\,1iL1l 1ili1y 11f nedi1 ror oth,·r 
--...:d"r'. l'p to f"YI 11.'i2. 1hc· l>.rnkini..: -'~'1,·111·, d.1im, 11n n1111-rc·nfr;tl !!11\ernn!l·nt h11rro\\c'r' cxn·nl,·d tho--.L' 11r. the 
r.·111r.tl g11\r.:rn111.-n1. The· ,u1>,1.m1i.ai i11.-rc·;i,.: in l'l·rtlr.tl c••\l'rrtfl1l'l11 d11111e,li• h11rr11\\ing in FYl'l.'i.\ rr.:\er,r.:d 1hi' 
p11,iti1•n. B! rY 1•1:<7 d.1inh 1111n1111;tl g11\c'rrtllle'rtl .11."(t•Untni l11r I.I.' pc.:r ,·,·111 11f d11111c--.1i..- rrnlit. \\'hilr.: tlti .. It .• , 
nnt rc·,1ri..-tul 1h,· nnli! .1\,1il.1hk !11 pahli, • .-11krpri,,·,, \\hi.11 .ire .1111•\\,·d !11 build up ,ufl,1.intial o\c.:r-dr;1fi f;1rili1ic·, 
\\ith 11.111~' ('-L'C \c"l'li1>1t l\".B1. lhc· pri\,1lc' 'L°d11r h,1, 'ulfrrnl. 

.-\ n111 hr r "'!'' d ·I Li h i11p1.1 · l"" '' .-, 11111 •111 j,· pc· rl11r 111.1111.·c· in rn·,·111 \ c-.1r' h.1, f.,·,·n I he· d,·1c.:ri11r ;11 i11n 11f I he· 1r;11ll' 
h;1lo111rt• ;1n .. l currenl .1<l••lll1I ("·' .111<•11 I 111111l"Yi'f7S111 l'Yl•J,'\7. lhc· \.tlu,· 11!" L'Xfll•rh inac·a--.cd ;11 ;111 annu.tl ;t\c·r;1_cc· 
r.1tc· of ·1.7 pc"r l'c·n1. 1h11uch 1h,· lrc"rtd It,.., h~ nn n:,·.111' hr.:nt nrtt' t1f ,1r.1.ly ~r11\\lh. h11111 FYl 11'7:'i In l-"Yl 1l7S lh...: 
\,tlur.: of c·\1111rh kif .1! .111 ;i\l."f,11.!.: .1nnual r.111.' nl 1'\.ti per n·nt. l'.xpnrf\ rl'l'P\l·rc·.I ''""''Y 1hc.:reaf1.:r. rq.:i,1crinf! ;in 
,1\er;i~:c· ;1111111.1: L'.fll\\lh r.iil' 1.I .J. I pn n·nt up In l'Y 1'1.'i.~. A 2.J pc.:r rc·nt inrrc·.1· \\,I' r•·rordnl in l'Yf'IXll. hut 1hi--. 
w.i--. ;1fm1hl e·111ir·:h du..- r.- .1 -\fl 1•·, 1 ·, 111 iri.r,-.1.,,· in <"••fke· prin·,_ Tlw f11!1111"ilh'. ye.1r r\p11rl c·.irninc' kif fly 1-t prr 



n:nt. to a lower k\d than FYNSL An incn:a...;c in coffee.: prices and the.: \·olumc of coffee exports in FYN&'\ lcd h' 

a further increase.: in expt,rl carnings. Howt·ver. the.: a~llition of the lntcrnational Coffee Organi7ation ( ICO) quota 
system in July 19S'I and the suhsequc.:nt collapse.: of coffee.: priccs have hccn a major rc\·ersc. Al the end or l'IS'I 
coffcc priccs hit their l,1wesl kwl for fourteen years and the lowest :cwl in real terms since the 1'>20s. What is 
more. there.: is link pr,,specl or prices rising si~nificantly in the ncar future.:. This has serious implications for 
Ethiopia's halance of trade: forcc;ists for FYl99tl suggcst that total earnings may fall hy as much as 25 per cent 
l>clow their 19&'\ kwl. 

In order to reduce d1.·pendenn: on coffee.: and the econ,,my's susceptihility lo external sho.:ks, the gowrnmenl 
identified export .,i,·ersific-.1tion one.: of its prioritic.:s under the.: Ten Yc.:ar Perspective.: Plan (FYl9S5-FYl994). The.: 
aim was to rcversc the.: pattcrn of struclUral change.: which, since 1974, has kft the.: economy increasingly dcpendcnl 
on a single.: commodity. In the.: thrcc ycars to FY1'>74. coffcc accounted for lc.:ss than 40 per cent of exptnt earning..': 
hy the.: FYl9S4-FY19S7. this proptntion had risen lo 65 per cent. \\ith a peak of 72 per ccnl in FYl9Sh. lncrcasing 
dcpcndcnce on coffcc rcsultcd from a rcduction in the \'olumc of cxptlrts of othcr commoditics rather than the.: 
expansion of the.: cxpt1rt oricntcd rnffcc sc.:clor. (\lffcc c.:xports incrcased marginally from an avcragc of 74.000 
tonncs in FYl972-FYl'J74 to 75,500 tonnes in FYl'>S5-FYl9S7. \\ith a peak of 1>7.tlOO tonnes in FYNS-t Ckcr the.: 
same period, cxpt1rts of oilsceds and pulses. the sc.:cond most important commodity group hc.:fore 1975. dropped from 
2llll.1100 llmm:s to 22500 tonncs. "'! · ..: imp;1l'l of declining cxpt1rl volumes was rcinforn:d hy the stagnation of thi: 
market prii:c for these.: commodities. Their contrihutinn lo lol;1l exptnls fell from 25 per cent in the.: ycars hcf,,re 
1'175 lo just 5 per cent in the peri11d FYI'>SI to FYl'>S7. Similar trends m;1y he traced in exports of c11llon. fruit 
;ind \·i:gc.:lahks and mcal proJu~·h (sec Ann~·x Tahlc A-:!). 

Table 1.4. Centr.11 gonmment finance. rfl981 to f"\'1988 
(Million Birr) 

1981 1982 1983 1984 1985 1986 1987 

Revenue 1,757 1,877 2, 184 2,243 2,260 2,677 2,864 
of which: 
- taxes , '~62 1,436 1,546 1,718 1,677 2,043 2,225 
Current exp~nditure 1,655 1,916 2,541 2,237 2,696 2,297 2,606 
of which: 
- general 952 1, 102 1,327 1,229 1,229 1,268 1,395 
Current ~·;rplus 102 -39 -357 6 -437 381 258 
Capital expenditure 436 714 1,245 962 945 , '107 1,219 

Overall deficit -334 -753 -1,602 -956 -1,381 -726 -961 

As per cent of GOP: 
Current revenue 21. 7 22.6 l4.0 25.1 25.4 27.6 28.8 
Current expenditure 20.4 23. 1 28.0 25.0 30.3 23.7 26.2 
CurrPnt surplus\deficit 1.3 ·.5 -3.9 .1 -4.9 3.9 2.6 
Capital expenditure 5.4 8.6 13.7 10.8 10.6 11.4 12.3 
Overall deficit ·4. 1 ·9.1 -17 .6 · 10.7 ·15.5 ·7.5 -9.7 

~: National Bank of Ethiopia, Ouarterl~ Bulletin, 
various issues. 

Some progress towards exporl diver~ificali1in hits hccn made -;inn.: 1'>84, notahly in !he expansion of exports of 
liveslock, frui! and \'egctahlc.,, ilOd hides and ~kins. Nncr!hcless, thi: predomin;ince of coffee persists. Moreover, 
the expansion of exports fr11m !he agricultural sc.:clor h;is Jone liule lo reduce dependc.:nce on exporls of primary 
commodi1ies; commodi1ie-; which gener;11c.: lower levels of v;1luc added and have more un-.tahle market prices lhan 
processed goods and manufactures. In FYl1>X<1 - !he la-.1 year for which complele ... 1a1i.,1ics arc available -
manufactured and processed goods accounted for jm.t 15.7 per cen! of exporls. The MOI has made considerahlc 
efforls lo diversify indus1rial cxp11rts hut in the indu-.trial sc.:ctor too exporls arc dominated hy one commodily. In 



FYJlJS.'\, pruccs..;cd and semi-procc"-"-'d hides and skins. accoun1ed for h9 per ccnl or manufaciured exporls or MOI 
supen.i.;cd induslries. 

Whal is mllre 1he cxpam;ion of exporls has hcen achiewd al considi:rahle economic and social cosl. Nol only hav.: 
consumers had lo sacrifice consumplion. producers ha·:.-e had lo sacrifice income. Owing lo 1he ariificiaUy high 
\'alualion or lhe Birr and high consumer prices mainlained hy lariff and non-lariff harriers. domesiic prices arc oflcn 
suhslanlially higher lhan lhllSC pre\'ailing in lhe world markel. Mnrco\'cr, prolcclion has allowed producers lo 
operalc ~i1h high production cosls n:larin: lo world markcl prices. l'on..'Cquenlly. many induslrial and agricul1ural 
products can only he cxpm1t:d al a los.-;. These los..;cs ha\'c 10 he co\'cred ~y suhsidies from lhe cenlral go\'Crnmenl 
hudgel which involws 1he redis1rihu1ion or resources from profilahle lo unprofilothle enterprises and so ad\'crscly 
effects lhe efficiency of resource dis1rihu1ion. 

While eXjlllrls grew sluggishly al an <t\Wagi.: annual rale of -1.7 per cenl from FY 1975 10Ff1987. rhe \·aluc or imjlllr!S 
increased rapidly al an annual rale of lll.-1 1x:r cenl owr lhe same period. To some eXlenl lhe rapid gro1o1.1h or 
imjlln!S was unavoidahle as 1he glwcrnment sh.:pped up i1s de\'clopmenl programme in lhe lale 1970s and early Nl'«ls. 
since \irlually all capilal goods and fud ha\·e lo he imporled and lhe produc1ivc seclors depend hea\ily on imported 
inpuls. Owr 1he FYl9SO lo FYl9S7 per:od, capilal gl·11.ld; and foci accounled for over half lhe imjllnl hill. 
Howewr. 1he slructure or imports has changed signilican1ly during 1he l'>80s. While 1he \·olume of crude pelroleum 
imjllUIS incn:ased hy 21.2 per cent from FY 1980 lo FY 1987, lhe \'alue of fuel imjllnls fell hy :\'(.7 per cenl as a resuh 
of lhe drop in oil pricc.:s in 19Sll and 1he increased production capacily al rhe As.-;ah refinery which cnahlcd a n per 
cenl cul in pelroleum producl imporls. Consequenlly, foci accounled for only 1117 per cenl of 1hc imjlllrl hill in 
FYl9S6-FYl9S7 as compared wi1h 21.2 per cenl in FYl9SO-FYl'>81. The prtljlllrlion or raw malcrials and 
inlermediale goods in lolal imporls has also fallen, from 18..J per cenl lo 1-1.8 per cenl, as imjlllrls or lhesc 
wmmodi1ies slagnalcd during 1hc 19SOs. Increases in lhc \'alue ,,f imjlllrh:d inpuls have nol kepi pace wi1h lhe 
demands or induslry and agricuhure and holh seclors have suffered shorlages. This has affec1ed oulpul. In conlrasl. 
imjlllrts of capilal goods. 1wer half or which arc deslined for the industrial scclor, have more than douhlcd from 
FYl980 lo FY1987 and lheir conlrihulion lo 1hc 101al imporl hill has risen from 29.6 per cenl 10 .\.'\.2 per cenl. This 
rapid increase reflccls holh 1he scale of lhe gm·ernmcnrs in\'eslmcnl programme and lhe capilal iniensi\'c palh of 
dewlopmenl lhc go\'ernmenl h;1s ch1lscn. holh for induslry and agricullure. Wilhir. lhe industrial sector, modern 
lechntllogy has hcen fomured, not only hecau~e ihe g1wcrnmcnl regards lcchnological progrcs.• as an inlcgral parl 
of induslrial de\'clopmcnl, hut ;ilso al lhc hchcst of donors who ha\'e financed much of lhe devdopmc:il programme. 
The preference for modern lcchnology h;1s inevi1ahly inOa1ed 1he imjllnl hill. 

The gowrnmenl has tried to control imporlS pf consumer durahlcs through lhe Ethiopi;in lmjlllrl and Export 
Corporalion (ETIMEX: lhe sole ch;mncl for imjllircs financed hy National Bank of Elhicpia foreign exchange 
alloca1ions) hy giving priorily lo slr<ilegic imjlllrh of capilal goods and inpuls. ( 'onsumcr durahlcs accounted for only 
13 per ccnl of 101;11 imjlliris m-cr lhe period FY 19XO-FYl9X7. Ne\·erthelcss, imjllirts of consumer durahles incre;1sed 
hy h'J per cent o\'cr lhis period. Much of this incrc;1sc was al·eommod;ited hy lhc franeo valula system (funded hy 
private unrcquiled 1r;insfcr~ for 1he mo~l p;irt) which is uulside direct government control. In addition. lhe ~mu!!,!!lin!! 
of anim;1ls, coffee and precious mct;ils ha~ fin;mced a return trade of smuAAlcd con~umer goods which ~Upjllirts a 
flourishing markcl in Dire Dawa and the m;ircalo area of Addis Ah;iha. Thc~c imjllirls arc not included in oflici;1I 
s1at1M1cs. lmporls of wnsumer goods 1h-:mgh official ch;inncls were the firsl lo he cul when the gon:rnmcnl 
implcmen1ed i1s relrcnchmcnt progr;immc following 1he collapse 11f coffee prices in July 1•>1'i'J. ETIMEX n.:cci\·cd 
no foreign exch;inge allocalion in the fir~t six monlhs of FYl4J'JO ;ind there is no indication 1ha1 funds will he released 
bier. As a resuh. oflicial imporh of con~umcr goods have stopped. This will inc\·i1;1hly strengthen lhe role of illeg;1I 
lradcrs. 

One of the mo~I signific;inl l·h;mges in the slrm:1urc of imjllirls has t>ccn 1he grn\lo1h of food imjll•rls. lnne;1ses in 
agricuhural output did net keep p;scc wi1h popul;11ion gro1o1.1h during 1he late 1'>711s and e;1rly JCJ80s. E1hiopia"s food 
deficit has increased to lhe extenl 1h;11 suhs1an1i;1I grain imjllirts arc needed in yc;m; of normal rainfall as well as 
during periods of droughl (sec Seclion IV.B). Cirain imjllirls h;1vc increa~cd from an ;1vcragc of X'i.INlll lonnes in 
FYl 1JXO-FYl1JXI lo t12X,llOO tonne~ in FYl 1JX<1-FYl 1JX7, while lhc tolal food import hill. o\'er •JO per cenl of which is 
for grain, increased hy 22.~ per ccnl from FYl'JXll-FYllJXI hl FYl9X<1-FYl 1JX7. ,\~ ;1resuh,1he ~h;1rc of f1101l in total 
imports rose from 4.h per cent 14A per ccnl. 
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Thi.' disparil~· ll\:1wt:t:n gro\\th ralt:s for imporl and t:xporl \"olumes has ll\:en reinfon·ed hy lht: chan!!es in lht: trmas 
ortr.adr. Rising im(l\•rl prices. panicularly for oil and capilal g1)llds. and falling wmm1ldi1y prices resuht:d in a .i. 7 
per cenl dl.'dint: in lht: lcrm" 11f tr;nk per year from 1'1711 lo l'IS-t. Thl· fall in oil prices and 55 per l·enl ri"e in lhl· 
price or coffee re\"ersed 1his lrenJ in l'>Sh. Howewr. lhese gains were shorl-li\·eJ. Tht: gent:ral eX(l\•rl uni1 ,·alul· 
index tiropped hy 25 per cenl in FYl'IS7. lar~~dy ll\:cau.'e of 1he -12 per ct:nl dwp in cofke prict:s. 1hough lht: unil 
\·aluc of liw animal exporls ;1ls11 fell. '.\.lort:O\"er. lht: dclt:rioralion of lht: lt:rms or lradt: is t:Xpeclt:d h> C110linu1..· in 
lhe medium lcrm. Once ag;1in lht: foll in wfke prict:s is largely lo hlamt:. though prices art: also we;1k in lhe 1..·xpor1 
markt:ls for pulses and oilst:eds. Medium-lerm prnspecls appear famurahk only in lht: cast: of t:X(l\•rts of hide" and 
skins. largely ll\:causc of mea!-.Ures lo incrt:ase lhe dt:grt:t: or processing. In lht: conlc:\1 of slagnanl or falling export 
unil prices. Elhiopia c;m only increast: its nporl earnings hy increasing export \"1•lumcs. Furthcrm1•re. a" CX(l\•rt 
prices fall Ethiopia wiil he under grealt:r prt:ssure lo reduce pnlduclion c11sts so as lo main1ain ii.. l·osl 
c11mpeti1i\"enc!>.". A fixed exchanger.ate ha!-. con1rihu1t:d 10 lhe halance or lradc dcficil. Since I '>7-1 1he Birr h.1s lx.·1..·n 
kepl on par \\ilh lhc Doll.tr al a ra1e of Birr2.ll7 =SI hy exchange conlrols. Fwm l'ISll lo l'IS'1 lhe Birr apprcciai.:d 
a!,!ainsl lhe currencies 11f iis trading parlners. Ahh11ugh 1he Birr suhscquenlly dl.'pnxiah:d al11ng \\ilh !hi.' Dnlbr ih 
\·alue remains higher 1h;tn in !'ISi in n1in1in;1l and re;1l l1.."rms. Considering Elhi11pia·s 01n\i,,1cn1 h;1Lm,·c 1•f 1r;iJ..: 
delicil lhc cum:ncy is c1in,,id..:r;1hly o\t:r·\"alucd. Thi!-. is suhs1;in1ia1cd hy lhl.' al"lin.· p:1r;1lld markcl.\ 11fkring o . .:h:mg..: 
r;iles for lhe Dollar 11111 to 150 per cenl ;1ho\·e lhl.' official rall.'. 

Dcvalualion of lhe Birr would. 1h1..re can ll\: no douhl. lead lo a marked impro\"Cmcnl in 1he halann: 11f p;1ymcnh 
anJ lhl.' efficiency of lhc economy (Sci.' Sl.'clion 11.E): l.'X(l\•rlers would rl.'ceiw an incenlivc hi incrl.'asl.' pnlduc1i11n. 
imporls of consumer durahlcs \\1iuld ll\: disciiuragl.'d and pnlducers w11uld ll\: fonxd lo sean:h nul dnml.'slic inpuh 
as imporl-suhslilulcs - lhough aggrl.'galc JemanJ for imporls woulJ ll\: cffccli\·dy c11n1rollcd hy lhc supply of foreign 
currency and imporl res1ricti1ins. Thi.' ll\:ndils of a Jc\·alu;tlion arc now rccognitcd hy 1hc g1wcrnmcnl. 1h11ugh 1h1..·re 
remains some confusion as lo how lhis mighl ll\:sl ll\: achieved. A singk sll.'p J1.."\"alu;t1i11n wnulJ shock 1hc ..:.:on1•my 
and ils impacl would ll\: unprcJic1;1hk. in !hi.' ahscnce of sui1ahlc slUJies. Snmc dq!ree nf inlh1i.m is likely ;mJ 1hi, 
would prohahly afkcl 1h..: urhan (l\)l•r lhc w.1r!-.I. Dc\"alu;tlion WllulJ alsll h;1\·e Ill he acc11mpani1.:J hy l;1x rd.1rm tu 
..:nsur..: 1h;11 ii JiJ nnl wiJl.'n the hu<lgd <l1.."1ici1. II sl.'..:ms likdy. 1hcrdorc. 1ha1 1he !!O\"Crnmrnl will opl for ;i µr;ufu.11 
lransition lo a markcl tia,,cd !'.yslem 1wcr a pcri1ld of 1wo lo 1hrec yc;tr'>. In 1hc ml.'antimc. lhc c:xch;mgc r;1tc \\ill 
remain lixeJ tiu1 aJju'>lahlc. As lhc Birr dc\alueJ lhl.' imp;u:t on mllnc:lary cnnditiun-. an<l inllation will he c(,i._dy 
walched anJ will servc as a guide lo lhe pro)!re-.s of rdorm. 

Ahhou!,!h Ethinpia·s ti;1lanc1.." of lra<lc: Je1cri11r;11cd markedly Jurin!! 1hc: early l'ISOs - the: <ll.'licil ri-,in!! frnm S22:'i.7 
million in FYl'>SI lo S:'it17.h milliPn in FYl'IX5. tid11rc: recording a Ill pn cenl foll 10 S~555 million in FYl'I.'\/. 11wi11_t.! 
Ill incrc:asc:<l earnings from cnffce cxpnrls - lhe current account has tiec:n cushillnc<l h~ c:xports or ser\"in:'> and nd
lransfc.:rs. Exports of non-foctor sc:n·ic1..·s incrc:asc<l hy ahtiut Ill per crnt per year during the c;1rly 1'1:-111,. lar!!d~ du..: 
10 lhc acli\"itics of E1hiopi;1n Airlim:s an<l E1hiopi;m Shipping Linc ... Pri\"ate un-re11uitcd lran-.fcrs ha\c: ;1!"1 incre;1,cd 
from S2.\.7 million in l'ISI 111 5i212.'J million in l'IS.'i: an increa'>c 1h;11 is almo-.1 cntirc.:ly a1trihut;1hlc t11 remittance' 
hy ch;1ril;1hlc or!!ani1a1i11n' in rc-.pon-.e hl the <lrou)!hl of l1IX-l/S.'i. Once: the <lrou)!hl h;id p;1s..cd. remitt;inl°e' 
droppe<l 111 $(n . .i million in l'N1. Oflicial tr;m,fers fol111wc:<l a -.imilar path. reachin!! a pl·ak of S.\•J7 million in I IS:'i -
m11 .. 1ly in 1he form of humanitarian relief - ;inJ then foiling 111 the prc-Jrouµht lc\c.:I of SIU milli1in the foll11win~ 

year. The importance of thc,e lr;m,fc:r-, w;1' 'uch thal the curreal accoi.nt rcµi-.1crnl a surplus in l'IS:'i. 1h1111µh in 
l1>Sl1 1he nirrcnl acwunt ddicil rc:ache<l rec11r1! propurtion-, ;1t S."\27 milli1in. 

Ethiopia ha, rccci\c<l \cry li11lc in lhe form of balance: of paynwnts •upporl. Lihy;i pro\"ided a Birr."\27 million hin 
in FYl'IS::! ;inJ the l\ff a!!reed ;1 !\(;tnd-hy facility of SDR<i75 million in !'ISi follllwc<l hy compcn\atory linancinµ 
worth SDR\53 million in l'N•. ( \in-,cqucnlly, the !!O\"Crnmcnt ha' ha<l lo lin;ince 1he rnrrcnt ;trwunl defa·it hy 
Jr;1wini: nn rl"'l"nl"' and t"\lt"rnal borro"in~. In )'IX!, l'IX.'i ;in<l l1ISl1 surplu ... es on current ;1ccounl rc,uhin!! fr11111 

,h;irp incrc.:;1'e' in pri\atc and oflici;1l 1r;in:,krs enahled the f!O\"crnme11t lo holster ii.. re,cr\"c P•"ilion. In othrr year ... 
draw-down on cxtc:rn;1l re,1..·r\C' co\cre<l ;mlllnd -Ml per cenl of !he: <lc:licit. By ;'l;memh1..·r l'IX'I. Ethinpi;i's re,crw' 
had dropped lo S-MI million. ,uflicicnt to pro\idc import Co\c:r for ;1hout four Wl.'cb. 

E\lcrn;1I horn mini.:' h;" increa,ed steadily durin!! lhc l'IXlh. with Ji,hur,ement' ri ... in!! from .} J.\'I million in )'l,'C 
to S:'ill.' million in l'IS."i. ,\., a re,ult Fthiopia·, t"'\h'rnal dd1l ha ... more than douhbl from $1,2.\'I million in l'IS2 to 
S2.•J7s million in 1'1:-\."i, ri,ini.: from the.: eq11iv.1lrnt of 2."i pl·r crnt of C i~I' to 5-1 pl·r n·n1. While the hulk of Ethiopi;1·, 
lkht i, owed I•• 11flirial nnlitnr' ( \J.5 pn n·nt 1.1 multibtcr0tl nnliti1r' and ~ •. 11 per rent to bilateral donnr,). thl· 
prnportion of t11t,1l 1kht r;1i,nl from pri\0ttc nnlitor' h;1, inrrl·a,ed from K2 per l·ent in l'JS2 111 l.S.S per cent in l'IS.'i. 
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l\fon:owr. lhc share of credils raised on lhe f:nancial markers ha.o; incrca.o;cd faslcr lhan suppliers crcdils. Shorl-lerm 
ddll acc,lunls for a funher 5 per ccnl of lhe hllal. Dcspilc lhc go\'ernmcnl's recourse lo financial markers and shorl
lerm crcdi1s lhe a\'erage lcrms of new commilmenls ha\"C impnwcd slighlly since 1982. lhough proportion of \·ariahlc 
inlcrcsl rale loans ha.o; increa.o;cd from '!..7 per cenl lo 8.4 per ccnl in llJAA. 

E1hiopia"s •bt ~n·icing ohligalion.o; have incrca.o;cd al a fa.'\ler ralc lhan ils dehl hurdcn, rising from $74 million in 
191'1:! lo S:!t.7 million in 1'18..~. Over !he same period lhe ralio of dehl scnicing lo exports has incrca.o;cd from 13.7 
per cenl lo 39.:! per cenL This is an inlolcrahle hurden for low-income counlry struggling IAlilh a wide"ing currcnl 
accounl dcficiL Morco\'cr. lhe silualion i'i likely lo delcriorale in lhe near fu1urc as dehl scnicing on the 1988 
pipeline increases to a peak oi ~315 million in 1'>89 and !he collapse of coffee prices reduces export earning.<;. 
:'<ic\·crthclcs.'>. E1hiopia has yel to formally reschedule its debts IAlith the Paris or London Clubs and ha.o; a record of 
pn,mpl rcpa~mcnls. At the end of 1'>8.~ arrears on long-term dehl scnicing amounted to only SI million. 

Ewn lh,lugh !he World Bank das.-.ifies Erhiopia as the poorest country in world in terms of GNP per capita, it ha.<; 
received modest amounts of de,·elopment aid. From 197-1 10 198-1, Ethiopia received an a\·erage of $9.9 per capita 
in dc\·clopmcnl as.-.isrance compan.:d \\ilh an a\·crage of S2:!.5 for other low-income African counrries. Aid flows more 
lhan douhlcd from an a\'Crage of S'.!04 million dollars in 1982-84 10 $7::!6 million in 1985, in rcspon.o;c 10 !he drought 
and !he resolution of compensation claims hy foreign nationals, then dropped slightly to S<w7 million in 1987 (sec 
Annex Tahlc A-5). Dcspilc the signilicanl increase in aid flows, Ethiopia continues lo trail hchind other low-income 
African countries \\llh devclopmcnl as. .. islancc amounting lo Sl-13 per capita. Ahoul half Inc de,·elopmenl assistance 
dishurscd in l'>S7 was c1lmmi11ed hy hilalcral donors. led hy Italy (20 per cent of lhe total), Sweden (5 per cent) and 
lhc Federal Rcpuhlic of Germany (·U per ccnl). The remainder was commincd hy multilareral donors, of which 
!he EC and IDA were 1he mos! imporlanl ( 1-1.8 and IJ.2 per cent respectively). As.o;iSlance from rhe cenlrally planned 
economics - nol included ah<we - has hcen dirccled primarily al the development of infraslructurc and ba.o;ic 
industries while lhe OECD and multilateral donors ha\·e focused on the directly productive sectors and social senices. 

In addition to development as.-.islance. Ethiopia recei\'Cd subslanlial quantities of humanitarian aid in response lo 
lhe droughl of 198-1/85 and suhsequenl food crises. The bulk of !his emergency relief has hcen pro,idcd in kind. 
primarily in the form of grain and food hul also as vehicles, medical supplies and spare parls. Nearly one million 
tonnes 1lf food aid was ddivcred in llJX-1/85 and lhc lotal value of cmcrg1:ncy relief assislance in lhat year is 
eslimaled al over S500 million. Another 570,00 lonncs of food aid was prmidcd in llJX6/87, nearly a million tonnes 
of grain was commilted hy donors in llJ87 /XX and !he government has requested a similar quantity for 1989/90. 
Conscquen1ly !he 101al value or emergency relief in recent years has prohahly hcen of !he same order as dc\·clopment 
assistance. 

C. AN OVERVIEW OF THE MANUFACTURING SECTOR 

Ah hough industries in 1he modern sense of the lerm were first .:stablished in Ethiopia al the turn of !he century, ii 
was nor until the 1950s thal industrialization galhered pace. At thal lime, generous tax inccnlives, high levels of tariff 
prolection and !he prmision of credit hy Erhiopian hanks on favourahlc lerms encouraged an inflow of foreign capital 
inlo lhc induslrial sector. Mos! of these foreign owned enterprises were in !he field or impor1-suhs1i1u1ion. Food, 
hcvcrages and textiles accounted for nearly 75 per cenl of MVA in llJ<15. Industry was capital intensive and had rew 
hackward linkages into o!her sec!Or!> or !he economy. (nslcad, it depended heavily on imported inputs. 

A profound change in !he slructurc or ownership and management rook place in 1975, when the government 
nalionalized \irtually all the large-scale inc.luslrial enterprises owned hy foreigners and Erhiopians alike. from thal 
dale, !he induslrial scclor has hecn dominaled hy lnduslrial Puhlic Enterprises (IPEs). In 1985/Wi, IPE<. ~ccountcd 
for 95 per cenl of MVA and 93 per cenl of cmploymenl of all medium and large-scale indt.:slrial enlerpris.:s. Privale 
ownership was reslricted to a narrow range of small-scale industrial activities and access to inpulc; a~d foreign 
exchange was reslricled as !he governmcnl gave priorily lo the puhlic sector. Ncvcr!hclcs.-., the sinall-scalc industrial 
seclor conrinues lo play an imporlanl role in !he economy. Complete figures arc not availahle but, :iccordin~ lo a 
survey undertaken in llJ85/86, small-scale induslry accour.ts for ahoul 23.4 per cent of lolal MVA and 45 per cenl 
of all cmploymenl in 1he indu~lrial seclor. 



I~ 

lndu.<,1rial al'"ti\ity dedineJ slight!~ from 1'175 hl N7S owing to the disrup1:on of the en•nl>m~· during a period l>f 
armed conflict and le\;:l, l>f in\estment that were hard~· sufficient hl cowr depreciatilln_ The situation impnwed 
markedly in 197S/N and t•fN,'~I when the inJu.-.1rial sector n:gio;(cred gro1o1.th rates of 15 and t>-5 per ccnl. Thi' wi' 
achiewd through mi ... ,·ml>hiliJ"ati,,n_ the elimination of suppi~- houlenecks and. in the continued ahscm:c ,,f significant 
inwstmenl. 1he rchahilitalil>n l•f iJle plant. By the e.irl~· Jl>SOs IPE' "lo\"ere 1o1.wl.ing at near capacity. Ewn though 
a m:w generation of large-scale IPEs were commi'-"ion•·d in the mid- l'>~ls. indust~··s performance hegan h> 
deteriorate. \t\"A gw1o1.th rates a\eraged ~-S per cent from Jl>Sll/Sl lo l'~•/S7_ Whik thi' performance was 
_;trunger than that of the ec<lnomy a.' wh,lle. the figures suggest a downward trend in grl'IA.th rates. This is Cl>nfirmed 
hy slati,tic; on gross prnductil>n \·aluc for the IPE" for the period up to 19S..'\. These indicate that grn1o1.th rates fell 
from around S per cenl in the early l'l~ls to just ~-S per cent in Jlll'\..'\_ 

Owr the last decade there ha." h.:en \·e~ lillle change in indu.<,1rial structure. despite the gowrnment"s plans h> 
hroaden the industrial hase through the estahli.-.hment of hasic indu.'\trics. In l'IS5/~>. food. hewrages and lextiles 
still accounted for 5..'\.~ per cent of \t\·A_ Sllme progn:s." has hem made h•ward." the est;1hlishmenl of ha-.ic 
industries in the n<>n-mctallic minerals hraneh. though this sech>r is d.>minated hy the cem,·nt prnduclil•D. Olhcr than 
the oil refinery. the chemicals sector continues to he oriented toward' the pn>du1.·1i.•n of final good..'- thuugh SC\cral 
resoum; t>ased projects arc in the pipeline_ The weakest link in Ethi<>pia"s industrial stru .. 1ure j_, the engineering 
sector. It was llnly in 19S..'\ th;1l the first large-scale engineering. plant. the Abki Spare Paris Facto~-. was estahli,hed. 
In the l'>SOs a numhcr of a.'-'emhly plants were commis.,ioned wi!h the intention of pha.<;(!d de\ell>pmenl of 
manufacturing opcrati.>ns hut progress on this frnnl ha.~ heen slow. C.:i>nsequently. Ethiopia is almost entirely 
dependent on impt•rts for its machinery and fl>r a large proportion of its spare parts. 

The glwernment"~ preference for large--.calc pnljects using ml>dern. capil;il intensi\·e pn>duction stralegie., h;i.; 
exacerhatc.:d industry·,; dependence on impt>rted technolo~.~· and handicappeJ the de,·elllpmenl of a dome,,tic 
engineering capahility. :--;cw hrge-scale capil;il inlcnsi\·e projects ha,·c taken the Ii.ms share of the im.-cs1mcnl funds 
all,>eated hi ;ndustry. Such projecls arc cn-.lly in terms of foreign exchange. l>.i!h in the sh,>rt-lerm as \irtuall~ all 
!he machinery has lo he impt•rled and over 1he ll•ng-term llwing lo conlinued imptlrts of spare-parts and intcrmedi;1!e 
!,!.ll\>ds and deht se~icing .ihligati•>ns_ \t.•renwr. they have not pnwed a cost-dfccli\·e mean-. of generaling 
emplo~mcnl. Tolal cmpl,lymcnt in the medium and large-scale manufacluring sector ;imounted lo only '111.S-i:' in 
l'ISt•: cqui\·alen! hl al>.iul 115 per ccnl of 1he ec<•nomically active ptlpula1ion. 

lnduslry has d:.:vdopcd ;1l,1ng lhc line-. ,,f impt•rl -.uh-.1i1u1i1m and Cl>nlinucs 111 he inw;mlly oricnled. Fr,•m l'IS-i h• 
l'IS.'\ nnly 5.7 per ecol ,,f inJu-.1rial 1•ulpul w;h i.:xp.•rtcd. Despite indu-.1ry .. s "ricnt;11inn h•ward-. the dn:ne-.1ic m;1rkc1. 
it Jraws hc;i\ily .in impori.. f,,r inpuh_ Th..- Jc!!rc,· l•f import dcpenJcnec h;1-. fallen fwm ~7A per ccnl in 1'>7S h• 
.\•J_1 ncr ccnl .\'1_7 per cenl in l'IS.:';'Sh. [\en"''· !he chcmic;1l-. and mclalworh hr;rnchc-. Cl>nlinuc l.i imptirl ,1\cr 
Sil per ccnl of !heir inpuh. Al ;1 lime of foreign cxch;rnge C•>nslr;1in1 thi-. is l'<•lh ;1 hurden ;ind a <.11uh·c of risk. J 

reduc1i.m in the f,1rcign .:xch;ID!!C ;1llnG1li.1n w.iulJ -.C\ercly affect 1•ulpul. There j, cnnsi1lcrahle r···•m f,1r lhc 
-.1reng.1hcning of h;1ckw.ird link:1ge' hcl\\Cen indu,lry and 111hcr -.eclor.;, of lhc cc11n.imy. pariicubrly in th1.· 
devdnpmcnl of mincr;1l rc"•urc.:-. and lhc imprmemcnl .if c11-11rdin;11i.in hctwccn ;1gricuhurc ;md indu,lr~. A 
numhcr of cnlcrpri'c' u,in!! ;1!!rirnhur;1l r;1w m;11cri;1J, h;1vc f.iund oul-growcr c1intr;ich an dfcc1ivc mc;rn' .,f 
ensuring n:~ulJr supplie,. Such conlr;sch C••Uld pr.ili1;1hly he exlcnJcd lo 111hcr pbnh ;snd hranchc-.. Al prt.:,rnl. 
the <.tali: m;1rk..:ting ch;mnd" m.:di;1lc hclwccn '-Upplier ;snJ produc.:r. 

Ovcr !he p.:riod !'IS:' 111 1•1:-N, !he k;1lhcr ;snd kalhcr prnduch accnunled for t.5.h per ccnl of m;snuLicturcd CX('<'rh. 
Duc to a .. 1ructur;1l ch;tn!!C in 1h1: indu-.1ry ;sl ;1 !!lnhal k\d. E1hiopia h;s' been ;1hlc lo exp;snd 1:xp1•rh of 'cmi
proce<.,1.·d ;rnd proc.:-.-.·d lc;1lh..:r r;1pidly. 01h.:r prt•d1Kh h;1\1.· had diflirnhy cnmpclin!! in 1h..: inlcrn;1linn;1l m;1rl..c1. 
Jc,pi!c 1h.: prll\i-.inn of !!Cncr.iu' -.ulhidi..:-.. often nwin!! to !heir r<•11r 1111ali1y ;snd dc .. i!!n. Public .. crlor m.sn;1!!..:r-. 
haw li1tk l.'Xp..:ri..:n<c of 1.:xporl m;1rk.:h 'ini:c npnrh rq•rl.'-.cnl ;sn extremely -.m;1ll p1oporlit>n of h•t;1l .;ale, (r;ID!!inl! 
from nil in lhe 1:,1,e of lhc \fc(,11 Wt>rl.., C-orp<1r;1li<1n (\\ h .. "I per l:CO( in lh..: Cl'C of fllt><I prt>dUl'!<. ;ind, wilh a h:1!!1." 
kap. 4'1.7 per cent in 1h...- c1,...- nf k:1lhcr ;snd lc:1thcr pr .. dul.'I' mer th1.· l'IS4 In !•IS.'\ p,·riod). 

In recent yc;1r-.. cxporl pr••molion !1;1, hc1.·n !!i\cn priori!~ and 1h.: puhlii: 'cdor h;1' m;1dc con,idcr;1bk dfnrh l•• 
idcnlify sui1;1hk cxp1•rl pr.1d1Kh ;snd pcnclr;slc new m;ark1:h. Thi, poliry h." h1•rnc frui1 ;s-. lhc \;1l11c nf m;snufoc1urcd 
cxpnrh incrc;s,cd frnm Birr:-n.7 millinn in !'ISO lo Birrl57.\ million in 1•1s7 ;ind 1h1.· r;1n!!c of cxpnrl pr1•dlllh h,1, 
hro.1d1.·ncd ,1i!!l11ly. \1,1r1.·o·.,·r. m;snur.ll'lurc-. ;" ;1 'har1.· of lol;1l nporh h,1\1.' inn.:;1"·d fr••m s.s per cent In 1•1.s p,·r 
n.: nl o\i.;r I he .,;1mc pl.'ri11d. The pro, pc ch f11r furt hrr np.sn'i' >n , •f m.snuLsl.'I ur1.·d npnrh ,1.·cm hri!!hl. :\I, 1n!!'i1k 



th.: J.:\d,>pm ... ni ,,f ... ,, .... , 111.11ld, f,,, rr. ... !u.:h ··ri~in;ill~ in11.·m.kJ f,,r lhc.: Jomc.: .. 1i .. - m;irlc.:1. lhc.: !!ll\C.:rnm~·n1 i' 
inw"i!!;ilin!! :1 f'h'f""'·1I t.• .. -,1;ihli,h .in E'l"'rl Pr. ... -c.:"'in!! z,,n,_- h• aural"t C.:\f"•rl ••ric.:n1c.:J inJu .. 1ri1.·,, fin;m.-c.:J h\ 
forc.:i!!n c;ipi1al. 

Th._· rc.:.:c.:nl !!r.•wth ,,f m.mufJ.:lur,.·J .. -'l"'r" j, J t•ri!!hl "I"" in a pi.:lur.: lhJI i'. wh.:n IJkc.:n a.' a wh,11..-. r;11hc.:r !!'•"•my_ 
Sin..-.. · l

1
1S-1 lhc.: '-"•'rl"•rJ1~· pri.:-1.l\ rr••lih h.1\1,: ,l.1!!n;11..-J anJ prdiminJr~ fi!!urc.:' f.,r 1 1 ~"1 inJi..-Jlc.: lh;il profih fdl h~ 

m••rc.: lh;in half. Th..- fin.111.-i.11 l""i;i.in ,,f '.he: IPE,.. h;.i., alwa~'> l>cc.:n wc.:Jl ••win!! lo .. uh...1an1ial lr;in,..f..-r., h• 1h..
~1•\c.:rnmc.:nL Th.: C••rp.•r.11i,1n< !!1.·n1:r.1I ri.:._._-nc.: am.•unh:J le• nq!.ali\._- Birr27'15 milli1•n b~ 1 1~"'· a·. u•mp;ir.:J wi1h 
l"'"ili\c.: Hirrl.i_-;5 milli1•n d;..-\1.·n ~ .. ·.1r' hd1•rc.:. inJi..-Jtin!! 1ha1 a..-..-umula1c.:J 1,1,.._-.i:,.. fr.•m lhc.: p.·riuJ 1117:-\ le• 1'1:-N 
am.•unh:J le• Birr-'22.S milli,•n_ Thi,, h;1,, kfl 1hc.: L"••rpo.>ra1ion' Jc.:pcnJc.:nl on 1hc.: !!o\c.:rnmc.:nl ;inJ har.h for 1hi: 
finanl;n!! ,,f lht:ir inw .. 1m.:n1 rr.'!!r;1mm..-, .mJ Wurl.in!! ··apit;il_ By l'l:ON. many of lhc.: .. -n1c:rpri..c .. w.:rc.: l·hr.ini .. ·all~ 
inJd-cc.:J_ 

Tran,,fcr., fr,,m IPE,, le• 1h .. - 1xn1r.1I !!••\i.:rnm1.·n1 may he: iJ .. -n1ifi1.·J a .. 1hc.: r'"" L"JU't: 1•f 1hc.: IPE, w1.·:1k finJn .. ·i;il 
l""i1i,>n_ lfowt:\L·r. 1h.:ir 1•p1.:r;11i,•.h h ..... - .11"' hn.·n h.m.Ii.-;1rp..·J h~ Iimilnl m;m;1;!.t:ri;1l ;iuh>nllm~. c11nlli.:1in;!. 
nun.1!!.:ri;if pri11ri1i.._·,. in;1Jn1u;1k ;1.....-,1un1in~ pr. .. -.. ·Jun:'. 1h.._- ... .-p.1r;t1i.1n ,,f pr • ....tu .. ·a, from l·un,um ... -r .. h~ 1h ... · -
~c.:nc:r;ill~ · uhli!!alt•r~ m1.Ji;11i1•n 1•f .. 1.11<: m;1rL.c.:1in!! .-hJnnc.:k Thi, h." ;ill1•w .. -J 1hc.: pn...Ju..-tiun ,,f unw;m1t:J !!'"...J" 
h• pcr .. i .. 1 alon!!"iJc.: 'h1•rl.1!!c.:" ,,f .. 1!t1.:r pr. .. Iu.-h. 

\tu:r1>-n···n·•mic LKh•r .. ha\C.: rb~..-J ;m imt"•rl;ml rlll..- in sh .. · inJu .. 1ri;1l .... -.. -1 .. r· ... Jc.:1.:ri.1r.t1in!! p..-rform.an..-c.:. FunJ., 
f,1r im·c.:,1m .. ·n1 ha\c.: l'l:c.:n C••n ... 1r.1inc·J h\ 1h .. · l,1w l..-\d of J,•nk-,lic "J\in~, anJ limi1c.:J inll,1w,. ,,( Jc.:\dopm1.:n1 
J.'-'i"lancc.:. Th.: Jdc:ri .. r;t1in!! ..-urrc.:nl ;Kl"••Unl l""ilion h;i,.. hr"u!!hl fort:i!!n c.:\Ch;m!!C: rc.:•tUt:"I' unJc:r t:\·c.:r dt•,.c.:r 
"c.:ru1iny .mJ ..-ff .. ·..-1i\d~ ,-.1r1x:J 1h..- f.,n.:i!!n ..-,.:h;m!!..- ;1ll1...-.11i .. n 1•f ,m;11l--...-;1I..- .:ni.:rpri,c.:-. Tht: .:;irf~ "i!!n' .,f f1•rc.:i!!n 
l"\l"h;an!!c.: .. 1rJn!!ul.t1ion ;ar..: ;111 ''"' ;1pp.1r .. -n1. 

In \t.r .. -h 1'1'10. th.: !!••\L"rnm..-n1 pr1•(""nl rdt•rn1' 1h.t1 ,-.,uI.I r"·i1.1li.r..- 1hc.: inJu,1ri.1I ,._-..-1e1r. c • .-n1r;1I pbnnin!! i,.. to 
he: al•.1n.I1>n.:J in f.1\1•ur .1 mix..-J-.._·._·,,n,•m~ in 'l\,1id1 lhi.: puhli..- , .. .-1 .. r Cor(ll•rali"n' will "l":r;1I<." in fair .:1•mp.:1i1i11n 
wirh lhc.: pri\.1li.: 'c.:..-r"r. l'ri • ..- .-.. nu,:I, \\ill 1,...- ri.:Ll\i.:J !!r;1,!u.1lly ;m,I the: ni.•n••pt•I~ 1•f rhc: Sl;tlc: Ji,1rihution 
or!!.ani.r;11i,1n" \\ill I'<.- .1h11li,h..-J. Firnh will I...- f1•r..-.:J 11• ..-nm1x·k- for rh .. ·ir inpuh ;an.I lhl·ir pl.i..-i.: in lht: m;1rh·1. Thi, 
,houlJ rr••Vid..- ;an in..-i.:nli\.- fnr puhli..- , .. -.-r .. r m.tn.ll!l"nll'nl le• in.-r..-;1, .. - dli .. -il·n..-y. Th .. - l0 \d1;m!!<." r;11i.: nu~ Ix· Jo:\;1lunl 
in "h"I''· in;.·r..-;1,in!! l."••nl(l\."lili1>n fr11111 i111p11rh ;and pr1>\iJin!! in .. -.:nlih· fnr firm" h> l"\('t•fl. :\I rh .. · -.;1mc.: 1imt·. th,
~1>\1.·rnmi.:nl will 1ll1•w m.an.1~.-1111.·nr ;:rl·.11.-r .1t1l1•nP111\ - k.1Jinc. p..·rh.1p'. h• ;1n l·nr..-rpri,c.: r;11h..-r rh.m .1 ..-.•rp.•r;1k 
m;111;1c..-ri.1l -.1ru.-r1.ri.: in rhi.: pul>li.- , ... -..r .. r. l'uhli..- .. ·nkrpri, .. -, 1h.11 ;1r.: un.1hk 11• ,-.,mp.-ii.: dk..-li\..-h m;1\ 1,...- d."...-.1 
11r ,,,1J h• rh.: 1·ri\;1k wd11r. 

\k;mwhik·. lh.: !!O\c·rn1111:11I h.1, l.t~.:11 ,ft"j'' (11 f. .. ·ilil.1k ;!.rl..".lll"f pri\.1k '..:d11: p.1rli·;ip;1li<1n in lh<.- in<IU,lri.11 Wdllf. 
'.\..-w im...-,1111 .. ·nr L°1••k' ;1nn .. un..-nl in I''"'' .• n.I \l.1~ 111'111 h;1\<.· r..-.1111\nl ni."I 11f rh .. · k~i,l.1li\c.: ,111.I pr1,.·nlur.1I hurtlk, 
le• rri\;11..- im..-,1111 .. ·111 in ,111.111- .... 11..- i11d1blr~. Thl- l!"\,·rn111,·n1 h.1 ... 11"' "'llghl Ill .111r.1d f1•r1.·i!!n im .. ·,1m .. ·n1 rhr.•U!!h 
.1 rdinc·mi.:nl .,f ih 1'1:-i.\ J .. i111 \·,·111ur .. - C".111..:. _.\, 11f Jul~ l'l'i'I. rh .. · l!"\<.·rnm1.·n1 dr1•ppi.:.I rhc.: rn1uir,·nh'nl 1h.11 ii 
,h11ul.t I...- ;1 m.1j11ri1~ ,h,1rd111ld..-r in .111~ j11i11l·\l·n1ur..- ;and .1ll11w, rh .. · p;1r1n .. ·r 111 nq.~11ti;1tc.: th1.· dur.11i11n of 1hi.: 
.1crn:mi.:nl. In ;1ddi1i1>n, .111 in .. 1i1u1i1m.1I fr.1m,·'l\1•rl. h.1, hl· ... ·n l·,1.1hli,hnl 111 Li..-ili1.11c .1ppli<.1li11n' by pr•"(ti.:L"liw 
f11rl·i!!n p.1r1ni.:r'. Alri.:.Hh. rh .. · rl·,p1111,,· j, '"rhid.-r,·,1 pr,1mi .. ing. lh1111gh n11 ;1ppli,·.1111 h,1, r .. ·u·i\nl ;1 lr.&Jinc li..-l·n..-l·. 
r,1.1hli,hl11l0 n( 11f .an l"\j'Ofl ('fll(l""IOI.'. /Pile · prl·,,·nfh U11dL°r (11n,i1kf,1li•IO - WllUld pro\itk ;an ,1..Idi!illl1,ll inn·nfi\l-
111 f11r..-icn i11\l·,11 •r-. . 

.. \, r •• r rh..- f,11ur.·. lllllth dq" nd .. "111'1.· ,u ••• ,,1111impkm.·r11.11i.111111 lhl· .1h11h" rd .. rm p ... ·l.;u.:l·' .ind rh ....... rurrl·111l~ 
u11d1:r r .. ·\i,·w. 111•'1\1."\n, rn.1n.n'.•ri.1I rt l.•rm .md rlw pr.1\j,i .. 11 11f .1 J><•li,·~ l"ll\ir11nnh'11I n•n1lu..-i\l' 111 pri\.11,· 
imi.:,1m..-n1 j, n .. 1 .1 p.111.1.-.-.1 Thc· 1'·1' .··•I i11,(u,1ri.ili/.1li••ll i' i111im.11d~ li11l.nl 111 1h1.· 1i .. ·rf11rm.11K1.' 11f Ilk· cn•nPrn\ 
·" .1 w h. •Ii.:. Th1.· rn-.: nl • .. 1i.1p ., "' "•lie, l'ri., ' \qll ,.,.1 .. ·rh.11 ,. 1 lw .1t Uk 1·, •r,· ign l \1 h.1nc .. · ,fi11rl.1!!l" ;and f, •rrl- m.1m 
··nr..-rpri"·' I•• 1i .. l11,·n 1h.·1r I•, Ir I 1111.f, f,.r im,·,1111, nl .111.t 1h,· purd1.1,..- impPrlnl inpuh wi:I h.1\l' 111 h,· nu .111111hj, 
will h,1\<' .11k1ri111,·111.al. llnl "" ·•·111'11: ·1 h.- prr .. 1k ,,.,1.ir j, lil.,·h I•• h,· 'l\llhl .1ff.-lll'<l. rhn. j, ,rill n11 i11.Ji,·.11i11n 
lh,1( lh\" pr1>,1(C ,,.,(Hf \\jll k·r:, Iii ff.,lll t'r' .1!."f ,l\•I"" (11 fPrl·i1'.ll l"\(h.tlll'.l" lh.&ll ii h,1, in llll' l'·I'( · jt1'( ,I( (fl<' 111Plllt"ll( 
whl"n !Ill' )!H\c·rnmcnl ,, 1nin1'. 11• 11; .rt! .1 'l'iri! 111 '"nlidohr .111.l l'r••lllPk ir.. .1d1\i1i,·,. II F1hi1•pi.1 j, '" ~l·.11h.-r 1h.
.-iirrn11ni-i ... 1h, .t .. 11 .. r .1111111111111!\ .-111 h.r\c '" ,,,f.,pr .1 m .. r.- 'lll'l'"ni\1.· r .. t.· th.in ii h.1, in 1h,· I'·"' 
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NOTES TO Cll.-\lrrER I 
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:\cc••rJin~ h• th..: \\-,1rlJ Rani.. lli•rld [),·1-dc•f'.'lh"l!C R1pcH1 /'JS'J. th..: J\.;r;1~..: r;1I..: ,,f ~fl'"-' J,1m..:,..ti.: im..:-.tmi.:nl 

for 1,1w inc••mi.: c.iunlri..:' \';1, :'.r. 1...-r ~·i.:nt in l'•S7. th .. u~h thi, li~ur..: Jr•'P" h• I:' l":r c.:nt if <."hin;1 anJ lnJia ;1r..: 

cxduJ.:J. 

Stati ... tic-. ''" Ethit>pi;1· ... ~·-.1.:rn;1I J~·bt ~··•\<.:r ••nl~ th.,,...- Iiahiliti..:-. picl..:J up h~ th.: \\·,,rlJ lfank·~ rq>t•rhn~-.y-.h:m. 
Thi_-. ..:xduJ..:-. J br~i.: pr.•p••rti.on ,,f Ethit1pia·-. Jdll c..:ntrall~ plJnn..:J cc•in••mi.:'. nt>t;1hly th..: l"SSR. In 
'."t>\1.:mh:r l'>SS. th..: <."..:ntr;1l (",1mmith:i.: ,,f th~· Wt1rk..:r·-. PJrty ,if Ethi,1piJ ri.:\..:.1li.:J th;1t Ethit•pia·-. military J..:ht 
am,1unt..:J It• ~JlUI milli,on ;1nJ ... i.:ni~·in~ r.:p.1~m.:nh h•t;1lkJ Birr:'.~1.:' milh.•n ('S:'.:'f• mi!li,•n) in 1•1s.-;. 



Fig.I. Composition of manufacturing value 
added (MVA), 1976m and 1985/86 
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Fig.II. Composition of manufacturing value added 
by end use (MVA), 1988 (Percentage) 
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Fig.Ill.Growth of GDP and manufacturing value 
added (MVA). 1979-1989 (Percentage) 
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Fig.IV. Distribution of GDP by sector of origin, 
197 4/75 - 1986/87 (Percentage) 
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Fig.V. Composition of manufactured exports in 
total exports, 1986/87 {Percentage) 

Fig.VI. Destination of manufactured exports, 
1986/87 (Percentage) 
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Fig.VII. Composition of manufactured imports, 
1987 (Birr million) 
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Fig.VIII. Origin of imports, 1985/86 (Percentage) 
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Fig.IX. Trade balance, 1983, 1985 and 1987 
(Billion Birr) 
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(1963 = 100), selected years 

1983 1984 1985 1986 

(l) 

·I 

1987 



:! 1 

IL GRO\VTH AND PERFORMANCE OF THE INDUSTRIAL SECTOR 

A. GRO\nlJ AND STRUCTURAL CHANGE 

\\.hi!: Ethi,lpia a has lung history nf artisan manufacturing activity, the first tentative steps towards industrialization 
v.ae taken ;1fter the wmplction of the Addis Ahaha-Djihouti railway in 1917. Even though Ethiopia remained 
independent. hut for the Italian occupation of Eritrea from the 18..'\0s and the brief Italian occupation of Highland 
Ethitlpi:i from Jll"\5 to 1941. most of the industrial enterprises were established by foreigners. From the early 1950s 
the kvcl of forei~n inveslmcn: increased steadily in re:;ponse lo generous tax incentives, the prmision of credit hy 
k1cal hanks on e:-..1remcly favourahle terms and the high levels of rrotection afforded to large-scale enterprises. 
Ethinpian entreprcn.:urs were not favoured v.ith the same incentives. Consequently, medium- and large-scale 
industry, prednm:nantly ov.ned and operated by forl:igners, grew at a much faster rate than Ethiopian owned small
-;c;1lc indu!<lry. l\.kdium- and large-~cale industry's contribution to GDP :ncrcased from just 1.9 per cent of GDP in 
l'lhl to 4.5 per c::nt hy 19T!./73. while the contrihution of small-scale industry rose from 4.2 per cent to 4.9 per cent 
1•\;.:r the same period. 

Thi., pattern of industrialii"ation hr.mght few benefits to Ethiopia. Opportunities for Ethiopians were limited lo the 
sraall-scale industrial sector or to work as unskilled lahour in the larger operations; senior managerial and technical 
ptish in the large-scale operations were monopolized by foreigners. The number of johs created hy these large-scale 
industries was rclatin:ly small, and Ethiopian industry wets extremdy capital-intensive for its level of development 
,ince tariff prntectinn and low interest loans effectively reduced the real cost of capital-intensive projects. 
Pat adoxically, capital ut:lii"alion rates were generally very low, largdy hccause industry catered for the relatively ~.mall 
d1m1estic market. Nor did forei~n investment contrihute to the development of Ethiopia's industrial strudure Most 
of the projects were concentrated in a narrow range of import suhstitution acti\ities -food processing, textiles and 
a few consumer goods manufaciured under licence. No attempt was made to broaden the industr'.al hase through 
1he c'lahlishmcnt of a domestir :.:~~incning capahility. All of the machinery used was imported, much d it second 
h;ind. and indusiry was hea\ily depcndent on imported intermediate goods. Tariff protection appears :o have hcen 
grantt'<l nn ;m ud /roe hasis, with little consideration given to the efficient allocation of resources or its impact <>n 

ciin,um..:r prices Morcov..:r, little of these profits were reinve~tcd in the Ethiopian economy. Durir.g the ten years 
lo 11>7::!. mn SO per c..:nt of the profits generated hy foreign in••estment in Ethiopia were repatriated. 

In 1'>75 the Ethiopian Ciovcrnment nationali1ed virtually all the large-scale industrial operations and num.:d towards 
a centr;11ly pl;mn..:d econ11mic framework that identified the s;1tisfaction of the basic necds of the population as it, 
immedi;11;; goal. Large-scale industrial puhiiciy owned enterprises were ~een as the meam hy which this goal could 
hol he achieH:d and this 'ector was accorded priority in the allocalion of rcsourn:s. Private sector manufacturing 
cnkrpriscs cnntinued to operall', though they w..:re restricted to a limited range of small-scale manufacturing and 
h.sndicrafl ;Kl ivil ies. 

h11m 1'>75 111 1'>77/7S the lcvcl of ind11'trial ac1ivi1y declim:d slightly. Thi, was du..: 111 the general dio;ri.ption of the 
ec1in11my - tran,p11rl ;ind rnmmunication' in particular - and material d;1mage lo some industrial enterprises during 
.1 pnind of h11,1ili1ies. A shortage llf funds mc;.nt that the puhlic sector could nor keep pace with depreciation let 
.. 1.,ne undntak.: ;1 much·nee<lcd inv..:slmcnl programme of new projects. Al the same time, private seclor activity 
,1.1i.::i.11nl ;1, enlrL·prL·ne11rs ;1dop1ed a "w;1it-;md-sce" attiludc after thl' implcmcnlation of radical policy changes in 
J•>7'i. \l11re11\1:r. the transkr of most brge-scak industrial enterprises lo puhlic ownership was not achieved 
,111.,111hly. \'ir111.1lly all the expa1ri.1t:.: manag..:rs ;md skilled slaff left Ethiopi;1, lc;1ving hehind few '.'.kil!ed Ethiopians 
,,. l.t~L· 1lwir J'l.ll·L·'· 'llw r1·m11\al or dc'>lruction of farlury records diJ not make the new management's task any 
.• : ;1,1: .. : r 

fn.Ju,rr~\ pc·rr.,rm.1nce impr11hd rapidly in J117S/711 and 11>711/SO - when the sector registered grow1h rate ... of 15 per 
"111 .1nd 11 'i p«r u·n1 · v.i1h tlw an11 .. unremo1t of ;i natinnal de\clopment ramp;1iµn (temel'ha) whic'1, in the face 
111".1r1·c·111,nlnll·ni f11nd', rdivd on lhc: lhe of cxi-.ting rap;1ci1~ lo inrrea'e nutput. Idle factories were repaired and 
l•r .. ul!hl inl•• 11pn.11i1111, r.1w 111.1tni:il and rnan1H•WL'r con,lr;1inh wne alleviated. By thc end of the decade, industrial 
('11lili1 011,rpri'c' rvl'i-.1,·r,·d c1p:11il~ utili1;iti1111 rail.'' of 70 lo llNI pr· rrnl. 
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Since lhe early-19SOs. however. lhcre has hcen lillle improvemenl in prnducti\ily or capilal u1ili:1a1ion rales for !he 
seclor as a whole. lnslead. lhe expansion of oulpul has hcen hroughl ahout hy new inwslmenl. In 198-l. gross oulpul 
of manufacluring leap! hy nearly ~II per cenl owr !he Ind 1he pre\ious year. largely hccause of !he inauguralion of 
several large induslrial projecls - among !hem !he Komht.llcha Textile Mill and !he Harar Brewery-lo mark !he lenlh 
anniversary of lhe Remlulion. This was lhe firs! generalion of new planls eslatilished since 1975. 

The wisdom of lhese large-scale projecls has hcen called inlo queslion on a numh-.:r of grounds (discussed al grealer 
lenglh lalcr in lhis chaplcr): 

a. lhe preference for modern - and so expensive - machinery has increased dependence on imporled capilal goods 
and spare parls, lherchy inhihiling linkages wilh any domeslic engineering eslahlishm1..·n1s~ 

h. lhe suhslanlial foreign exchange rnmptlnenl of lhese projecls places a heavy flurden on lhe halance pa~menls, 
in lhe shorHerm lhrough imptnls and lhe long-lerm lhrough dehl sen.icing: 

c. large-scale, capilal-inlensive planls arc an expensive means of generaling employmenl when compared lo 
medium- and smal!-;.cale operalions: 

d. lhey exacerhale lhc shorlage of skilled managerial and lechnical slaff; 
e. concenlralion of invcslmenl in a few prnjccls has gone hand in h;md wilh geographical concenlralion of 

induslrializa1ion; and 
f. large-scale enlerrrises slrain lhe dislrihulion ser\ices, parlicularly in ~he E1hiopian conleXl where lhe lransptnl 

infraslruclure is weak, ht.llh in !he dis1rihu1ion of producls lo lheir markers and the supply of raw materials. 

The shortcomings of !his inveslment slralcgy, logelher wilh institutional constrainls in the managemenl, supen.·ision 
:md scn.·icing of tl-.e cnlerprises has con1rihu1ed lo the slowing down of gnm1h rates in recenl years. 

Induslrial performance has also heen affecled hy thal of lhe economy as a whole and agriculture in par1icul;1r. 
Outpul of many cash crops has slagnated, in some cases even fallen, and so induslrial cnlerprises have ha<l to contend 
wilh irregular and oflen inadcquale deliveries of raw malerials. Produclion in !he food products hranch was 
particularly affected hy the disastrous droughls of 198-l/85 and 1987 /XS. While the 1987 /XS droughl washy no means 
as widespread as lhal of 198-l/85, no large-scale projecls came on slream and so supply cons1raints were retlecled 
in a fall in oulpul. Moreover, !he droughl ine\·i1ahly forced the govcrnmenl lo reallocate resources away from 
induslry 10 more urgenl relief and rehahililation ac1ivi1ies. 

Despite Ethiopia's pressing economic prohlems, donors have not stepped in to fill the gap. Liquidity conslraints have 
hecomc more acute as the government, wi1h liule room to manocune in ils fiscal policy, has required suhstantial 
transfers to the ccnlral government from all puhlic industrial enterprises. The detrriorating current account position 
in recent years has also forced enterprises - particularly those operating in the private sector - to tighten their hells. 
Foreign exchange hudgels have hccomc suhject to ever closer scrutiny. While the government has stoically continued 
with those projects in lhc pipeline, imports of inlermcdiatc goods, spare parts and raw materials for operational 
enlerprises have not kepi pace wilh demand. 

Owing to the adverse macro-economic situation and conslraints within lhc industrial sector, lhc value-added growth 
rate for large-scale indus1rial enterprises slowed during the 1980s, averaging 4.8 per cent from 1980/81 to 1986/87. 
The downturn has hccn most apparent since 1986. In FYllJXS the enterprises under MOI supervision registered an 
increase in gross output of just 2.8 per cent, the lowest level for a decade. The resulrs for FYJ989 arc unlikely to 
show a marked improvement. (irowth rales for small-scale industries and handicrafls h;l\"c trailed hchind those for 
large-scale industry at an average of 2.2 per cenl for the 1980/81 lo 1986/87 period. This renccts the priority 
accordrd to large-scale industries in lhe alloc;1tion of investment funds and inputs. 

A hranch level hreakdown of grow1h trends al constant prices can only he cakulaled for gross output of enterprises 
supcrvi:.cd hy the Ministry of Industry (representing 711.6 of total manufacturing output in 1985/86). This suggests 
1ha1 growth rates have heen signilicanlly higher, averaging 7.2 per cenl per year over the 1'>80/81 to 198<i/87 period, 
largely hecause investment funds have heen concenlraled in the core industries - food, hcverages and textiles -
operated hy lhc Minislry of Induslry. 

(jrowth rates have varied considerahly hctween hran(·hc~. The non-mclallic producls hranch has shown lhc slrongest 
performance, achieving an average annual gro\l.1h rate of 17.IJ per cenl over lhc ~even year period. This rapid 



increase in l>Ulpul w;is ;Khi~·\·cd h~ 1hc n>nslruclinn of a new cemenl faclory al Mughcr which nearly tripkd ccmenl 
pr1,Juclilln in l'lS-t/S5. Ou1pul increased hy an a\"c.:ragc of 11.S pcr l·enl pcr year in lhc ll\:wrag1.: inJu-.1ry. again 
largd\" ll\:GIUsc of lhc insl;1lb1i1•n of increased capaci1y (11f \\h!ch lhc flarar Brcwc~·. cnmmi-.sioncd in l'lS~. is 1hc 
n11•sl impt>rlanl). Thc h1h;u.:n1. hn·::ragcs. chemicals and leathi.:r pn~cssing anJ pm<lucls hranl·hcs also achiewd 
gn>"-1h ralcs in exccss of Ill pcr ccnt ( t.t.:'i. 11.S. I I.I and 111.'l pcr rcnl respccliwly). In Cl>nlrasl. lhe estahlishcd 
hranchcs of manufal·turing. foo<l products ;tnd texliks. pcrformed rebtiwly ptlt.•rly. wilh growth rares of .l5 and ti..\ 
pcr ccnl. in spile llf subsl;mlial imeslmcnl in such pwjccls as lhe Komhokha Texlik Mill. Similarly. lhe mclal 
pro<lucls an<l cnginccring branch h;is pcrformcd l'l\:low !he seclnr;il awrage. wilh an an:rage annual incrc.ise in oulpul 
of 5.7 pi.:r cenl. lls perf1•rm;mce i-. likcly In impm\"e in 1hc nc;tr fu1ure as reccnl projecls - nolahly !he Abki Spare 
P;ins Fac1nry - slcp up prndudinn h1\\ard,, full rapacily. 

Di\"crgcnl grtl\\lh ralcs h;1\"c hrnughl ;1h1lUI a graJu.11 rhange in !he slruclure of manufacluring \"alue addnl in reccnl 
ycar5 (T;1hk ~-~1- In l'lh:\ lhe induslrial scch•r w;is dominalcd hy 1he fo,)lj prncc55ing. 11\:\"cragc and lcxtik hranchcs 
which. 111gc1hcr. •Kwun11:d for nc;irl~ 75 per ccnl of manufacluring \"alue adde<l. Their share had hardly fallen hy 
l'ISll/X I. largdy 11\:l·ause 1herc h;id lx:cn \"cry link im·eslmenl in !he p.:ri1...J immcdi;11dy ;ifkr !he Rc\"olution ;ind 
1hc gll\·ernmcnl slill g;i\"c pri;1ri1y hi 1he pn...Judion of h;isic omsumi.:r go1lt.ls on ;he hasis of impt1r1 suhs1i1uti1m. II 
was only afli.:r 1hc pn1mulgati1m of 1hc Ten 'frar Perspccli\"c Pfan (FY l'lS-t-FY t•rl~) 1h;i1 a concerll.:d dforl was 
nudc lo di\"crsify 1hc industrial s1rur1urc. with parlicular allcnlilln 11\:ing giwn lo lhe <lc\"dopmenl of a hasic 
( chcmical. nlln-mc1allic mincr;ils anJ cngincc.:ring) inJuslrial c;ipahili1y. Hownc.:r. E1hiopia has yet In m;ike significanl 
progress 1oward5 1hc crealion of a hrna<l in<lus1rial hase. Only lhe chemical hranch haJ increa~<l ils share of tolal 
manufacluring \"aluc a<l<le<l to m.irc 1han iO per cent hy l'lS5,'Sti. hut this share has fallen sligh1ly, largdy Jue lo the 
oil rdinery\ con1rihu1inn. Mnreo\"er. 1he mosl rccenl sl;ilislics. which CO\"er MOI supcr\"iseJ induslrics llnly. rncal 
thal lhc market! pre<lnmin;mcc of lhc "lra<lilional" industries pcrsisls. Whereas hasic in<lus1rics acclluntcd for JS.5 
per ccnl of manufacluring \";1luc a<lJe<l. 1hc "1r;1Ji1innal" induslrics con1rihu1c<l 5(,5 pcr ccnl. 

Table 2.1: (;rn~th or production lalur by branch, n·1979 lo n·1988 
(Per cent change at constant 1978/79 prices> 

Branch 1979-1981 1982 1983 1984 1985 1986 1987 1988 

Food 9.5 -0. 1 14.0 4.0 17. 1 6.8 -4.8 -1. 1 
Beverages 10.4 7.0 7.8 6.9 53.7 3.2 7. 1 -.6 
Tobacco 4.2 18.4 16.8 6.7 44.9 20.6 0.0 10.1 
Tex ti l<''i 11.2 2.3 2.7 0.9 2.1 7.2 8. 1 4.0 
Leather a. 
shoes 12.6 4.7 5.8 15.2 20.6 8.8 15.5 14.2 

llood & 
products 9.3 1.5 21.8 9.2 -51.5 5.3 2. 1 3.6 

Paper & 
printing 15.9 11.8 5.0 15.7 14.8 e.9 5.4 ·5.8 

Chemicals 7.8 13.3 14.8 7.7 15.2 ·12.2 32.9 ·2.2 
Non-metallic 23.7 24.9 -4.6 ·13.9 99.6 22.4 7.1 17.3 
Metal 

products 8.6 3. 1 11.0 5.6 13.7 ·5.7 7.2 1.3 

Total 10_4 4-7 9.1 5.4 19_8 5.7 6.0 2.8 

GOP 4.4 1.2 5.3 ·3.6 ·7.0 6.7 8.0 

Sourr": Nati on,1l Bank of Ethiopia, Ouartcrl~ Bull~tin, var1ous issues. 

Thc l11p heavy 'lrul"lurc 11f 1'1h1npi;111 ind1hlry i' l'\Cll m11rc apparl'nl if lhc Ji,1rih111ion of value ;added hy pr11d11cl 
l'lld ll\C i' l'Xamincd (L1hlc 2 .. ,). l>;1l;1 fnr llll· \fini,lry of lmlu,lry \Upnvi,nl nirporalion~ rcvcaf, th;,( lhc Ill."\ of 
lhc IM cn!crpri'c' \H·rc cnca~cd in 1hi: m;11111f;1l·111rc of li~hl con,umn ~11od' and lhl·,c acnnanle<l for t17.7 pcr ccnr 
of lolal \1\!A. Thc 'ccnn,I m"'' imp11r1;1111 cnd u'c i' in1nmnli;1lc ~nod,, with ."\<1 cnlcrprio;c, c:n!-!;•!-!l'J in lhc 
prod11rli11n of inpuh f11r ;wrin1h11rl·. ,-.,n,1r11.-i1 .. n "r lhr indu,lrial 'cclor i1,dL Thi:'c cnlcrpri'i:' accounlnl for 2.t5 
J'l."r ccnl of \f\",\. B~ l.1r lhc· Jlltl\I impnrl.1111 r11rp1>L1li1>11' cnc.1.cnl in lhl· m;inufal"lurc or inlnmcdiall" ~ood, Wl'rC 



lhe Nalional Lealhcr anJ Shoe<. 'orporalion. E1hiopiaa Ccml'nl anJ 1hc Share Companil's acl'ounling for :U.h. 12.7 
anJ l~--' per ccnl of lhl' lnlal ••Ulplll rl'Slll''-11wly. Bnlh c:o:i...;uml'r duraMcs and cnginl'cring maJl' a negligihlc 
rnn1rihu1i,•n to l\tVA. 

Wilh lhc changl' lo a mixeJ-cconomy in which pmlil i_..; lhc guiding prinl'ipk of new inn:slmcnl. E1hiopia"s inJusrrial 
slructurc is likdy lo change. Pri\·all' inwslors arc unlikely lo he in1crcstcd. in lhc immcJiah: future at lca...r. in largc
scalc engineering and hasic inJuslries which require suhsranlial in\-cslmcnls wi1h long pa~·-hack period ... ln...rcaJ. lhc~
arc likely lo rnnccntralc on con...;umcr orienlcJ inJu...arics., "-here scarcily renls offer allraeti\-c profit margin_<;_ Such 
inJu.'itrics arc likdy to follow 1hc lines of import suhsri1u1ion and ma~- he cstahli...;hcJ h~- foreign cnlcrpri'iCS. ftlS."\ihly 
a."\ joinl wnlures. "i'ihing lo lake aJvanlagc of E1hiopia's poh:nlially large. hul poor. markcl. If E1hiopia·s indu...arial 
s1ructurc j_, lo evol\-c along lhl' lines mappcJ oul hy recl'nl dc\-dopmenl plan...; - anJ clearly lhcre j_., a nel'J for sud1 
Jcwlopml'nl a_o; wdl a_<; grn"th - some g1wcrnmcn1 commilml'nl will he rl'quirl'J. This may lake lhe form of dirc•.:t 
inwslmcnl in n..:w puhlic scct1•r enlerpri...;es. ''r mixeJ enlerpri."\Cs anJ join! n:nlures where lhe go\·crnmenl ahsor~ 
some of 1he risk of a suhslanlial capilal oullay on lhe parl of privale im·eslors_ The g1wernmen1 may also 11·~- to 
influence pri\·a1..: SCL11lr in\·cslmenl hy inJicali\·c planning. hy. for in...;lance. preparing fcasihili1y s1uJics or off..:ring 
w..:11-largdeJ lax conces...;i1ms_ Yd e\·en if lhl' g1wernml'nl lake~ an a\.1iw role in such inJicali\·e planning. lhe 
Jevdopnwnl of a hroaJ inJus1rial ha_-;e is likdy lo he a much longer prnces...; 1han unJcr 1h..: central planning sysl..:m. 

Tahir.?..?. Structu~ or ,·alur added by industrial br.mch. 
sdrcted ~nn 

(Per cent shares) 

Branch 
Mediun- and larse-scale inci;stry MOI only 

1965 1976/77 1980/81 1985/86 1986 1988 

food 
Beverages 
Tobacco 
Textiles 
Leather & products 
Wood & products 
Paper & printing 
Chemicals 
lion-metallic 
Metal & proO.icts 

30.0 
15.0 
3.0 

29.0 
5.0 
3.0 
2.0 
3.0 
5.0 
5.0 

18.4 
14.3 

7.0 
30.8 
6.5 
3.4 
4.3 
8.6 
2.4 
4.2 

31.1 
10.7 
5.8 

28.5 
6.0 
2.7 
4.2 
5.8 
1.2 
5.2 

23.8 
14.6 
4.5 

20.0 
4.0 
3.0 
8.0 

12.0 
3.5 
6.6 

20.8 
14.8 
4.7 

24.7 
4_6 
1.1 
9.0 
9.5 
4.9 
5.9 

19.3 
U.1 
7.6 

25.1 
10.2 

1.1 
6.4 
9.6 
3.1 
5.4 

Source: CSA, Results of the Survey of Manufacturing Industries, 
various issues; World Bank, Ethiopia Industrial Sector 
Review, Report No.5301 ET; Oecent>er 1985; Ministry of 
Industry, Statistical Bulletin, various issues. 

B. OW1'iERSHIP ASD SIZE OF DISTRIBUTION 

lr • ..iuo;1rial Puhlic Enlerpri~es (IPfa) Jomin;1le 1he inJuslrial seclor in E1hiojlia. In ICJX5/~•. 1hey accoun1..:J for 'Hi 

per c..:nl or 1he grno;~ prnJuclion \";slue or m..:Jium- and large-o;cak enlcrprisco; (lhme using power driwn machinery 
;snJ employing JO or more per~on•;), '15 of the \;slue ;1JJeJ. •n per cent of employment anJ '>7 per cent of the fixed 
;1~seh (T;1hl..: 2.-f). This pallc:rn has ch;snµeJ link ~ince Fehruary 1'175, when tho.: gowrnmcnl na1ionali1c:J n of the 
brµc'I manufocluring and wmmc:rci;1I c:nlerpri~c~ ;ind ;1~,umc:J ;1 majority interc:sl in anolher 1wen1y-nine. 
Subsequently. 1hc: gowrnmc:nl houµh1 out Inc pri\;11c inlc:rc:~I in all hut four of lhe~ "share comp;snies". 

In l'IXX, lt1:'i of the :! l:'i IPEs were ~upcr\"i,eJ hy the Mini~lry of Industry ;snJ organi1c:d inlo clewn Corporal ions (sec 
Seclion IV.<'). The :'ill rc:maininµ IPE~ (accounting for 21• per cc:nl of the puhlic seclor's groo;o; production value,:!<> 
Jl'·r cc:nl or ils \;slue ;1JJc:d anJ IL\ per cent of ito; c:mplnymc:nl in l'IX:'i/~•) ;ire o;uper\io;c:d hy other cxc:culin!? 
\finio;lrics: meal packin!? and animal foc:ds under the Mini•.iry of S1;11e F;1rmo;, o;aw mills under 1he Mini~1ry of 
A!?ricuhurc ;snJ con,lruclion m;1lc:ri;1ls c:nlerprisc:' (wi1h the exception of the cemenl industry) under lhc: Ministry 
or ('onslrudion. 
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The "Dcdaralitm on the Enmomic Poliq· or Sociali...i E1hi,1pia" or Feflruary 1'>75. a."-"igned the pri\·ate and puMic 
St.·ctors w~· dirkrenl roles in the ernnom~·- Within the indu....irial sector. tia. .. ic indu....iries and export proces.,.ing were 
rescrwd for the stale ur joint-wntures flctween puMic and foreign pri\·ate capital. Domestic pri\'ale sector 
in\·estmcnl W.L" restrit."ted hi a range or small-scale indu....irics." Later, Proclamation No. 7(1/1975 fixed a ceiling or 
Birr500.tlll0 for pri\·ate inwstmenls fl~· Ethiopian national'> (rai.<;ed to Birr I million in April l'JX5). No restriction wa." 
placed tlD the numflcr or workers a pri\"alc enterpri.<;e might employ, flul enlcrprt'\Cs cmplo~ing more than lcn 
persons were required lo recruit their workers through lhe Mini...iry of Laflour and Social Affairs. As a result of 
these: contro!.". the indu....iriali;ralion paths followed fly puhlic and pri\'atc sector indu..'ilrics ha\"C di\'Crged. 

Tahir 23. Val~ addnl or public industrial ntn-prisn by 
md uw, 1988 

(Per cent shares) 

Jnter-Light 
C<YIS~r 

goods 
Cons~r 

d.lrables 
llediate Engineering Service 

Corporation 

Ethiopian Food 
Ethiopian Sugar 
Ethiopian Beverages 
National Tobacco 
National Textiles 
lat ional Leather 
Ethiopian Printing 
latioJnal Chemical 
Ethiopian Ce111ent 
National Metal works 
Share Coq>anies 

Total IW>I 

100.0 
100.0 
79.9 

100.il 
88.7 
38.1 
9.3 

58.0 
0.0 
5.8 

23.2 

67.7 

63.3 

3.8 

goods goods rendering 

20.1 

11.3 
61.9 
3.9 

39.4 
100.0 
32.5 
76.8 

23.5 

86.8 
2.6 

1.6 

0.1 5.0 

Source: Ministry of Industry, Statistical Bulletin, June 1989 

Tahir 2.-1. Public ~or sharr in manufacturing indusll').a/, 19KS/H6 
(Per cent shares) 

l~r Gross 
of estab- value of 

Branch lishmcnts production 

Food 46 96 
Beverages 68 98 
Tobacco 100 100 
Text i Les 47 94 
Leather & shoes 38 97 
WOOd & products 35 88 
Paper & printing l8 92 
Chemicals 60 95 
Petro' eun 100 100 
lon·metallic 48 95 
Metal products 55 72 

Total 50 96 

Value 
Added 

96 
97 

100 
98 
96 
89 
93 
95 

100 
95 
70 

95 

Eq:>loyment 

91 
97 

100 
97 
92 
79 
86 
92 

100 
88 
79 

93 

Fixed 
Assets 

97 
99 

100 
98 
95 
73 
74 
93 

100 
99 
83 

97 

~: CSA, Results of the Survey of the Manufacturing and Electricity 
Industries (1985/1986), January 1989. 

a/ All public sector enterprise and a s~le of 199 private enterprises. 



Largc-scalc. capilal-inicn-.i\·~ prnject-. prcJ,,minalc in the puhlic -.cclor. A'il hul ten of lhc puhlic scchn enterprise" 
employ more than 50 ll\:r"''n" with an a\'cragc of -US wmkcrs anJ fixl·J ass1.:ls of Bird_.i million per t:nt..·rpri"c in 
l'>S5/St._ These large-scalc enlt:rpriscs acwunl for 97 per cenl lhc inJustrial -.cctor"s grnss production \·alut: (Tal>lc 
25). Of th.: lti5 cnlc.:rprist:s unJcr MOI supenisi,,n. 5_, employ more th;m .illO workers and 17 employ n,ore than 
l.llllll_ In contrast. the awragc work-force of the 1'1> pri,·atc enterprises nwered hy the 1985/St' Central Statistical 
Office sun·ey was 305 employees and the awragc \'aluc of fo;cd as.o;cts was Birr113Jlll0_ AccorJing lo a l'>S7 
directory of manufal1uring estahlishmenls employing more than 10 persons. only 32 of the .il)..I pri\'atc t:nlcrpriscs 
registered employed more than 50 workt:rs and the awragc work-force was 23 employees (sec Tahle 2.h). The \'asl 
majori1y of pri\'atc sector cnkrpriscs employ fewer than ten persons_ AccorJing to a l'>S-'/S5 survey of 7.ti.'i-J SSls 
undertaken hy HASIDA. the government agency which supcni-;cs SSls (sec Section IV.B). the a\'Crage si'e of these 
enterprises was less than live employees. Owing to the different institutional status and si:tc characteristics of pri\'alc 
enterprises. this sector is discussed separately in Section II.I. 

Special Decree No.9/1'>8') hroadcncd the range oi industrial im·cstmenls open to entrepreneurs within the pri\·ak 
sector, increased the capital c::iling to Birr-' million for projects owned hy husincs.o; as.<>ociations. offcrcJ inc..:ntiws 
10 in\'cstors and opened the door to new forms of pri\'alc ownership (sec Seel ion l\ 0

.C). In the first li\·c months after 
promulgation of the decree, lhc licensing authorities rccci\'cd l,2llll applicants from prnspecti\'c im·cslors. If only 
half of these projects arc implcmcntcd. the pri\·atc scctor"s wntrihution to output anJ cmplo~mcnt in lht: 
manufacturing sector will rise significantly in the near future_ 

The reform package announced in March l'>')()- cmhodicd in Special Decree No.17/'>l), promulgated in May l'>')(). 
opened the gates e\·cn wider lo private sector investment hy aholishing the state's monopoly in certain scchns of 
manufacturing and rcmming the ceiling on investment altogether. ll was also made dear that in\'cstmcnt hy 
expatriate Ethiopians would he welcomed_ This will prO\ide access to considerahlc funding from ahroad. hoth from 
Ethiopians wish:ng to secure employment and income for rclati\·es still resident in the country and those that sec 
Ethiopia as an allracli\·e imcslmenl opportunity. h is still loo early to assess how succes.-;ful the government's 
initiati\'e will pro\'e in allracling pri\'alc sector investment through de-regul.t1ion. Nc\·erthclcs.o;, the reforms ha,·e 
prmided an opportunity anJ it may he expected that the numhcr of pri..-at·: sector enterprises - mostly small-scak -
will prolifcralc in the near future. The only restrictions on pri\'ate sector investment that remain co..-cr investment 
in lhe dcfcnce industry, post and tclccommunicalions. radio and tcle,·ision hroadcasling sen·iccs. air, rail anJ large
scalc shipping. These acti..-itics arc rcscr..-cd for lhc state. A numhcr of other acti\'itics - electric light and power. 
hanking and insurance, supply of potahlc waler and tohacw proces.-;ing - arc suhject to dose gowrnmenl super\'ision. 
requiring the appro\'al of the Council of Ministers hcfore any apprn..-al can he granted. Otherwise the pri\·a1c sector 
has hccn !!iven a free rein throughout the economy, suhjccl lo the formality of a trading licence. 

Table 2.5. Size distribution or uanufacturing entrrprisesaf, 1985/86 

Per cent of 
Nunber of establishments gross ~reduction value 

Branch Total 10-19 20-49 >50 10-19 20·49 >50 

Food 125 19 47 59 0.8 4.J 95.0 
Beverages JO 2 4 24 0.1 1.2 98.7 
Tobacco 2 2 100.0 
Textiles 60 17 6 37 0.4 .4 99.2 
Leather & shoes 26 7 4 15 0.8 1.2 98.1 
Wood & products 31 8 11 12 2.J 6.2 91.5 
Paper & printing 29 5 10 14 1. 7 J.8 94.5 
Chemicals 32 4 5 22 1.0 1. 1 98.0 
Non· metal I ic ::J 7 7 19 0.8 J.4 95.8 
Metal products 34 6 9 19 0.5 J.4 96.1 

Total 402 75 103 223 0.6 2.1 97.3 

Source: CSA, Results of the Survey of the Manufacturing and Electricity 
Industries (1985/1986), January 1989. 

a/ All public ~~ctor enterprise and a San'f)le of 199 private enterprises. 



These mca.-;ucs arc likely to change the halancc or 01o1.ncrship in the manufacturing sector in fanlur llf the pri\-alc 
sector. This trend ma~· he rcinfoH"cd if the g•wcrnmcnt implements its policy recommendation thar los.-; making 
paraslatab in the manufacturing sector should he hrokcn up and pri\-ati1cd. Oh-..iou.-;ly the procedure of pri\-ati1ation 
1o1.ill takc some time lo formulate a.-; 1o1.ill thc identification of entcrpri.<;Cs suitahle and su.<;eeptihlc to pri\-.tle SCl1m 

01o1.nership. Howewr. giwn the poor financial position of many of the stale owned manufacturing cntcrpri.'iCs 
pri\-ati:1ation L'i a realistic possihility in the near future. Those enterpri.-;cs most likely to he sold off - and houghl -
arc the smaller-scale operations in the consumer oriented sector. 

Tahir 2.6. Sizr distribution of pril.at~ Stttor mtttprisn•I. 
1985/86 

10G 
10-19 20-29 30-49 50-99 or more 

Establishments 
Eq>loyment 

249 
3,243 

78 
1,901 

45 
1,6n 

27 
1, 750 

5 
m 

Source: MOI, Directory of Manufacturing Establishments, May 1987. 

a/ Enterprises eqiloying 110re than 10 persons and using 110tive 
power. Coverage is inc~lete within this category owing 
to a printing omission of approxi111ately 250 enterprises. 

In line with the gowr:tmcnt"s social ohjccli,·es, co-operaliws ha..-c hcen encouraged (sec Section IV.B) hut, until 
recently, other forms of capital association were restricted. The hroadesl form of as.'iociation availahlc at the end 
of 198') was the partnership. There was no prO\ision for financial institutions to suhscrihc lo equity in pri-..·atc sector 
enterprises and joint-ventures ha,·c. in practice, hccn restricted to as.'iociations hctwecn the sta!c and foreign partners. 
Hori1ontal ;md ,-crtical integration 1o1.i1hin the private si:ctor has hcen prevented hy the limitation of one trading 
licence to each indi,idual - though extended families ha\·c managed to circumscrihc this restriction and create larger 
units 1o1.ith complex linkages. 

Recent legislation (Special Decree No.9 and No.I 1/1989) lifted some or these restrictions. Foreign investors were 
allowed to select pariners from the domestic private sector, though the state would still hold an interest in such 
..-cntures. Wider forms of "hu~incs.'i association" arc discussed though not defined. Perhaps this will provide an 
opportunity for wider forms of equity participation. The legislation also permillcd each indi-..idual or "husiness 
association" to hold multiple trading licenses within capital ceilings of Birr4 million and BirrX million rcspec1i..-cly. 
Clearly, the legislation pro..-idcd for hroadcr forms of capital as.'iociation hut it failed to provide them with a legal 
has.;. 

This criticism was answered hy the promulgation of "Special Decree on Investment No 17/JCJCXI". The new decree 
permits fon.:ign companie~ lo form joinl·\·entures with the partners of their choice, without government interference. 
It also allows in..-cstors to form ordinary, general and limited partnerships, joint ventures, share comp;mics and 
pri..-alc limited comp;mies. All forms of capital association arc now pcrmissihlc. 

C. INVESTMENT 

Successive development plan~ have ~cl ;imhitiou~ targets for inves!ment in the industrial sector (Tahlc 2.7). These 
targets have hccn revised in medium-term and annual plans lo rencct the availahlc financial resources. The ;m:ragc 
annual investment in the TYP (FYllJ87-FYl1>89), for instance, was 42 per cent lower than originally anticipaled in 
the TYPP (FYllJ85-FYl'1>5) owing to the di\'crsion of financial resources lo famine relief and rchahilitation following 
the 1'>84/85 drought. lmplemcnlalion ralcs, hascd on annual plans, have hccn relatively high, ;svcraging 67.7 per ccnl 
of the planned annual im·cstmcnl of Birr:! 1<1.5 for the period FY 1'>84-1988, though they dropped lo 4<1.5 per cent in 
FYl986, a drought year. The largct~ for the FYP (FYl'JC>O-FYl'1)4) arc even more ambitious than those of it~ 
predecessors. II anticipate' an annual ;1vcra~c investment of Birr75'J.4 million, pcakin~ al Birrl,117.J.fi million in 



FYN•>l. In \icw of the gro\\ing huJgct Jdicit anJ the acute shortage of foreign exchange. these targets \\ill pr.,hahly 
ha\·c to he rc\i-.cJ downward.' in th<: near futur.:. 

The new markct-.,ricnh:J l"'li"·y fram.:w,,rk r.:\·.:alcJ in March llJlJO \\ill al'\o afkct · .: patt.:rn of inwstm.:nt. Whik 
the gowrnmcnt may Jccidc h1 g•' ahcaJ \\ith thc inwstmcnl programmes pruposed lly the puMid~· owncJ 
Corporation..'- particularly where these in\·cstmcnts arc to he fundcd ll~· external sourc.:s. it may prd.:r to li:nit puhlic 
sector in\"CStm.:nt to th\lSC pwjcl'lS that woulJ nol he attracti\"C hl the pri\-ale sector OUt may he COll..'\idcr.:J imp.lrtant 
in terms of indu.'1rial d.:wl.,pm.:nl. In the allscncc of dear p.1licy decision on the go.~:rnmcnt's in,·.:stm.:nt stralc~ 
for the near future. thi_., section - anJ sullscqucnt chap:.:rs - a.'i.o;umcs that the projects id.:. •ifi.:d will r.:main pri,,ri1i.:s 
and the im·estment targets arc still valid. 

Following the "Declaration on Economic Policy of Sociali_'il Ethiopia" in 1'>75. priorit~· wa.o; given to inwslm.:nl in 
indu.'itrial proj.:cts aimed al sati_,f~ing the lla.o;ic n.:cd.'\ of the pnpulatitiR. Projects in the food processing. hewrag.:s 
and tcxtiks sectors n:c.:iwJ •Wcr '>O p.:r c.:nt of hllal inwstmcnl in the p.:riod FYllJ7h to FYI'~ (Talllc 2.7). II 
wa.'\ only in I'~. with th.: pr.:parali•m of the TYPP (FYl'>S5-FYll)9.f). that att.:n1ion lurr.cJ to Ji,·crsifying the 
industrial lla.o;c through th.: Jc\d,,pmcnt of llasic indu.,.trics (chemical'. non-metallic min.:rals. metals anJ 
engineering) which would strcngthcn linkages within the indu.'1rial sector. n:Juce dcp.:ndcncc on imp.,rtcd input!> 
and increase th.: rangc of industries pnlCcs..,ing domestic rcsourc.:s. As a secondary ohj.:cli\·c. exp.irt ori.:nlcd 
indu.'itrics. such as the lcathcr and leather products hranch. wcrc al'ill to r.:cci,·.: a larger sharc of inwstr.>.:nl. Even 
so. those hranchcs scr\·ing ll;isic needs and domestic con..'iumcrs were still allocated o·;cr .icl p.:r cent of inR 'tmcn• 
for the ten-year planning p.:riod and an ncn larger share in the plans earl~· years. 

In practice. the distrihu1i.m of inwstmcnt in the first three years of the TI'YP, FY)')S5 and FY1'1S.'\. ha.' fa,·ourcd 
the metal and engineering. non-metallic mineral products and textiles hranches to a much grcat.:r extent than 
originally anticipated. This reflects the momentum of a few large-scale projects (such as the Akaki Spare P.irts 
Factory) which ha,·c gone some way to strengthening the industrial SCl1or·s resource hasc and internal linkages. The 
principal source of manufactured exports. the leather and leather products hranch. has. on the other hand. hccn 
allocated an extrcmch; small share of availahle rcs1,urccs. 

Under the Fivc-Y car Devclopm.:nl Plan (FY l'>'Hl-FY 199-1). export oricnlcd indu ... 1ries will rccci\·c a larger all•lCation 
of investment funds in line with the priority accorded to the dcwlopmcnt of this '\Cctor. Howewr, im·cstmcnl in ha ... ic 
induslries ( nol;1hly chemic;1ls. met;1ls and engineering) will he far sm;1llcr than an1icip;1tcd al 1hc heginnin!! of lhc 
TYYP. lnslcad. inwstmcnl will he rnnccnlralcd in I hose sectors where the industrial hase is already comp;1rali\ely 
strong (food proccs..,ing ;ind textile ... in particul;1r) and the utilit;tli•m of domcslic mineral resources (non-met;1llic 
minerals). Conscqucnlly. while inH: ... 1mcn1 during 1hc TYYP p.:riod ;1s a whole will divi:r ... ify lhe indu ... 1ri;1I ... ecior" ... 
resource hasc. ii is unlikely lo achie\c lhc go;1I of slrongcr inlr;i-scctoral linkages; lhc prohlem of import dcp.:ndcnce 
for intermedi;11c ;ind c;1pi1;1I goods will conlinuc. 

New induslrial projects have ahsorhcd 1hc lion's share of in\·eslmenl resources during lhe firsl four yc;1r ... of the 
TYYP, FYl'>S5-FYl 1>~'{. ;ind will wnlinuc to Jo so during lhe FYP (fYl'>'Hl-FYIW-1) (Tahlc 2.S). Exp.insi1m 
prnjecl~ ccounlcd for only 1-1.t. p.:r .. enl of lolal inveslmenl in lhe period FYl'IS5-FYI'>~'{. ri,ing to 2.lh p.:r cenl 
under lhc FYP. Cimcrnmcnl policy i .... in effect. lo cxp;rnJ lhc indu-;1rial infraslruclurc ;i, fo ... 1 as po ...... ihlc lo l:ikc 
;ulv;m1;1gL· of imporl ... uh ... 1i1111i1m ;ind domc ... 1ic re,11urcc u1ili1;t1i11n 11pporlunitic,. 

While 1his i, likely to slrcnglhcn lhc employmcnl general ion dfccl of imeslmenl in brgc-,c;1lc projccb. ii i ... unlikely 
lo he ;1s c11,1 dfcclivc ;1 mc;m, of incrc;1,in!! oulpul ;1s in\c ... 1mcn1 in cxp;tn,i1in, which huilJ, on csl;1hli,hcJ 
infraslructurc, m;magcri;1I aml lcchnical c;1p;1hili1ic,. Furlhamore. lhc :illo.-;1lion 11f suh,l;mlial ... um ... 111 nc\\ 
br!!c-scalc projccls 'uh ... 1;inli;1lly inac;1scs lhe ri,k foci or in c1lcub1ing lhc rel urn on in\1.: ... 1mcnl (ROI) ;inJ l;1pi1;1I 
employed (ROCE) and ;1!!,l!r:i\;11c ... 1he ;1cu1c ... horl;1ge of ,killed man:i)!eri;1I and lechnil·;1I pcrs11nnel ( ... cc Sc.-1i1in 
V.t\). 

An111hi:r m;1llcr of concern. i.:ivcn 1he age of lhc cquipmcnl 'lock in u'e ('cc Sc.-1ion 11.F). i, lhc rcbli\dy ... mall 
proporlion of in\1.:,lml·n1 ri.:,ourrc' allol\tlcJ lo rl·pb.-cmcnl (includin)! rchahililalion. renovalion :ind rL·mo\;1( of 
holllc-ncch). During 1he p"ri11d FY 1'>1-15 111 FY l'IX.'{ cxprndilurc on rcpl;Kcmcnl ;1m11un1cd lo 2ti.7 p.:r rcnl of lol;il 
raj•ilal npl'ndi11m:. llown\·r, npl'ndi1urc pn unil \;1luc of fi"nl ;"'cl' in Birr \arinl from ;1 low of Birrll.ll-~1 in 
l1ISf1 lo ;1 hii.:h of Birro.mn in l'IXK Thi, Ind of rl'pl;1n·mcn1 npcndi1urc i' hardy enough lo keep JMrc wi1h 



J.:pn:ciatillO anJ WllUIJ ~ inaJcqualc Ill mainlain lhe proJUl."1iw capaci1~· or rdaliwl~· m:w machincr~-. In the 
Ethi,lpian context it rcsulls in frequent l>reakJ,lwn. ... prol,lngeJ equipment down-times and Clln.,.iJeral>k expcnJi1ure 
on spare parts_ t:nJer lhe FYP lhl.· all,lC"ali,ln for investment in n:plao:menl will double in at.solute 1crms l>ul fall 
to just 10.7 pcr cenl ,lr hllal imcslmenl npcnditure. As a resuh. !he detcrioralion or the cn'\llng - anJ newly 
purcha..~J - capilal stud is likdy h• accderale. 

Table '!..7. lnnsl~nt in public sector industrial •,·dopuwnt 
projttts. F\"1976 to F\·199-1 

(Percentage shares) 
<"illion Birr> 

Actual Plamed Plamed Actual 
Branch 1976-1984 1985-1994 1985-1988 1985-1988 

Food 37.2 25.0 32.4 10. 1 
Beverages 29.0 3.5 3.0 2.1 
Tobacco 1.2 .6 1.3 .5 
Texti Les 26.6 14.7 10.7 34.3 
leather l shoe 1.1 5.3 7.2 1.4 
Wood l prodJcts 2.0 4.1 .o 
Paper l printing .8 1.1 .5 
Chemical 1.4 22.2 16.4 1.5 
llon·meta l l i c 3.0 11.2 10.1 16.7 
Metal prodJcts 0.5 14.7 11.6 33.1 
Science l technology 

Total 317.6 5,074.2 799.8 563.8 

Plamed 
1990-1994 

35.8 
6.8 
2.3 

18.8 
7.2 

.3 
10.4 
1.C 

14.0 
2.7 

.7 

2.923.7 

Source: ONCCP, Ten-Year ?erspective Plan CFY1985-FY1994), 1984; MOI, 
Statistical Bulletin, VI, June 1989; MOI, Five-Year Plan 
Doctinent {FY1990-fT19942, 1989 (in Anilaric). 

Table 2.8. Actual and planned im·estment in the public sector 
corporations by type or innstment. Pil9M to F\·1994 

(Million Birr) 

Actual Planned 
1984-1988 1990· 1994 

Type of investment Birr Per cent Birr Per cent 

Development projects 510.8 76.1 3, 199.6 84.3 
- Expansion projects (93.1) (14.3) (895.3> (2.5.6) 
- llew projects (417.4) (59.9) <2,304.3) (60.7) 
Rep! acemcnt 186.4 26.7 405.6 10.7 
Science & technology 191.7 5.0 

Total 697.2 100.0 3,796.9 100.0 

~~c__£: MOI, Statistical Bulletin. VI, June 1989; MOI, Five·Year 
Plan Docuncnt (FT1990·FT1994}, 1989 (in Anllaric). 

The ahsencc of ;i wdl dcvcl"r·..:d i:ngirtccring hr;inch render~ 1hi: economy heavily dependent on imporlcd c;1pilotl 
goods (c,cc Scclion 11.F). During 1he pcrind FYl'>X-4 lo FYJ 1JHX, 51 per ccnl of all cxpcndilure on capi1al invcslmcnl 
\1;cnl towards purch;1,es in forci!!n exchange (T.1hlc ~.'>). The comple1ion of lhc ,.\kaki Spare Paris Faclory in l'>HX 
wrll help lo reduce 1hc c\p..:ndirure of forci!!n exchange on spotre p;1r1 ... hu1 virrually all uf lhc machinery needed for 
new and cxp;in'i"n projcl'h ;ind r .:pb.-l·m..:nl \\ill ,rill h;ivc lo he imporlcd. Indeed, rhc foreign cxchan~c componcnl 
.,( invc .. rmrnr un.kr rhc FYJ' j, npn·r..:d 111 inrrl·;i .. c ,(i~hrly. Cii\cn rhc govcrnmcnr\ righl foreign hu<li-:cr, and I he 
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an~i·:ipah:J Jcdinc in forci!!n cxeh;m!!c receipts in lhc near future. planned inwslmenl is likd~· lo he sul>jel1 hi 
wn..,iJcral>lc slipp;•!!c Jurin!! the FYP. This strengthens the case for the careful iJenrifiealion of scehiral priorities 
anJ the sdccli•>n ,,f pr.ij.:\.°lS ,in the 1-iasi" nf their prnjcl1eJ ROI anJ ROCE r;11i,1s. 

Only 53 jl\:r l·.:nl nf imcslm\.°nl Jurin!! lhc pcri,,J FYl'>S-i ln FYl•I~'\ has heen financed ,1ul of the ctirporations· 
,1\\n ft!nJs (Tahlc ~.Ill). LiquiJi1y .:-.•nslrainh (sc.: Se<.1i.in 11.E) anJ the Jepkti.in ,,f general re~n-cs lo finance loss 
making cnlcrpri.-;.:s ka\·c the corr-•ra1i,1ns JcpcnJcnl 11n g•wcrnmcnl anJ 1-iank fin.me..:. If the corp.iralion..-; arc 111 
J.1ul>k the prnporli•IR of hllal inwslm;:n( linanecJ OU( ,1f their O'\\n funJs. as the FYP anlicipalcs. lhc slri.durc of 
corp.1ra1i,1n laxes anJ supplcmenla~· charges will ha\·e lo he reformeJ so that they can relain a larger pr.1p.1rli••n 
of their earning". 

Central ( ;,wcrnmenl anJ l•1':al hanks prmiJeJ tm.:r half of the inwslmt:nl finance owr the fo·.: years lo FY 1'>:-\.'\. 
This puls a ht:a\-y resp.1n..-;il>ili1y on tht: !\IOI proj.:cl a'\.'\C~'\mcnl J.:partmt:nl since ins1i1u1i,1n.;il mcch.;ini.,.ms for the 
alloca1i,1n of rcs.iurcl·s rl·plact: lht: m.;irkt:l. which. if a larger prop.1rtion of pmjt:l1S wt:re financt:J oul of the 
::orp.iralions· own funds. would ensun: lhal invt:stihlc rt:sourct:s Wt:r.: availahlc only In prolilahlc t:nlcrprises. While 
lhc effcl1i\·c cenlraliJ'ali•in of capi1al 1-iuJgcls in lhc g•wernmt:nl"s purs1· should allow dnsc management of the 
econnm~--s in\·t:stihk res,iun-es. 1his a:lvan1;1ge i." t,1sl hy lhe ahscnce of consoliJ.;itcJ accounls for the puhlic ~elm 
C•Wering fl,iws of fund-; helwcen lhe gmcmmenl. corporalioll..'\ anJ hanking syslt:m. 

During lhe pcri,,J FY l'l:W h 1 FY 1 •1:-;.'\ . .\5 .-1 per ccnl of 1hc in\·eslmcnl expcnJil un: w;1s fin.;inceJ hy foreign creJi1ors. 
Recourse h1 forci!!n financing is a r.:greuahk nt:c..::;.,i1y in view •?f E1hiopia"s limi1t:J Jomcslie sa\ings ('i..:: St:clion 
l.B). Howc\·cr. faceJ wilh a grt1\\in!! J..:hl s..:r\icing hurJ..:n anJ tighlt:ning exchange 1-iuJgcl ii is 1.ksir;1hk lo leep 
such fin;mcing lo a minimum anJ ensure 1ha1 it is secured ;11 ctt11cessionary lerms (lhrnugh suppli..:rs .:r..:Ji1s anJ 
Jonor sources). There is a ~lmng case for Jonors hi increa~ lhe \·alue of granb lo the industrial s.:clor which. lo 
Jalc. haw maJc only a margmal conlril>u1ion to total m\·cstmcnl. Furthermore. if t:xternal fin;mcing is nol to result 
in a ncl Jrain in foreign exchange. c;irc should he lalen lo ensure that the new scr\·icing ohligatinns arc matched 
hy gro'\\th in the \·alue of the manufacturi:J t:xp.irts. 

Tahir :?.9. Actual and planned foreii:n rxchangr component of capital 
expenditure by the public sector, Pi198-I to n·199.a 

(Million Birr) 

1984· 1988 1990· 1994 
Foreign Per Foreign Per 

Type of project Total Exchange cent Total Exchange cent 

Development 
projects 722.5 381.2 52.8 3, 199.6 1, 759.3 55.D 
Expansion 
projects n.d. n.a. n.a. 2,304.; 1,306.0 56.7 

New 
projects n.a. n.a. n.a. 895.3 453.4 50.6 

Replacement 227.5 102.5 4S.1 405.6 167. 1 41.2 
Sciern.e & 

technology n.a. n.a. n.a. 191.7 109.2 57.0 

Total 9'>0.0 4&1.7 50.9 3,796.9 2,035.6 53.6 

Source: MCI, Statistical Bulletin, VI, June 1989; MOI, Five-Year Plan 
Oocunent (FY1990·FY1994), 1989 (in Amharic). 

No comprchcn~i\·c J;1la on the level of pri\;11c ~cclor inw~tmcnl in the industrial sector is availalllc. Under the 
TYPP pri\;ih. ~cclor invc~lmcnl w;1~ expected 111 ;i\·cr;1gc Hirrl<1 million per yc;1r <.'per ccnl of lotal invc~lmcnl) 
th11u~h th.: e~limale n"c lo Birr:H million per ye;ir ( 11 per ccnl of the tot;1I) under the TYP (FY l'>St1-FY 19l'i4>). 
Actual inw,1mcnt in n..:v. pri\;1lc '..:ctur pr,1jcch liccn,cd h~ JIASIDA h••' incrc;1~cJ from around Birrl million in 
FY tc>X.\ to Birr~tl million in FY l'IS.'I, 1h11ugh this cxduJc~ imcslmcnl in replacement anJ inform;1I 'cctor projccl,, 
The lc\cl of imc;.lm..:n1 i, i:xpcclcJ lo incre;i'c 'harply followini.: the in1r0Juc1i11n of inrcn1ivcs ;inJ lhc removal of 
h;irri. ;, lo cnlry in July l'll'i') ('cc Secti11n I\'.('). 



.'1 

An:••rJin!! h• .1 11•:-.:' il.-\..,11>.-\ 'llr\l"\ :-.I pd .-,·111 1•l pri\.1k ,,·.-i.1r im,·,tml·nt j, lirunu·d ln•m pri\;11l· ';1\ill!..'.'- ;111.t 
lln!y l'I p<.:r l"l"llt ln•m l>.1111.. l1•.111'. \1.111~ pri\.1k "-.-1 .. r tr;1d.-r- hl·ndlt fr11111 hi!..'.h li11uidit~. !!,·11,·r.1tni lr.1111 thl· 
suh-.t;mti;1l m;ir!:!ilh l·;irrk·d in 1h,.- p.1r.1lkl 111.1rl..d. \\'hc·r.- lhl· p1•li,-~ ,·n\ir.mml·nl j, b\11ur;1hk. tho.- tr;tdl·r., ;ir.
ck;1rly ,,jllin!! h• im,· ... t th,·ir liqui,( .i-,;.·h in ... m.1i1-,.-;1k 111;11111Li.-1urin!..'. l·n1t·rpri"·'· ( )11 lhl· 111h.-r h;111,f. th,· ll11;11Ki;1I 
anJ institulion;1I n•rhlr;1inh 111.1 h.111~.inl'. '''km !..'.l·.1rnl h• lhc· nn·d, ,,( br!!l·--..-;1k puhli.- .,l·.-t11r pr11jn·h r;11h..:r than 
.. m;1ll-:-.,·;1k imlu,tr~ ( ''' 'l·.-ti .. n l\·.1;1. h.1\.- 111;1,k it \.-r~ Jiffi.-ult f11r hu,..inl·"m..:n h• " .. ·.-ml· l1•1t!!·l•·rm .. .-rl·Jit nl·n 
f,1r th.: ..:xp;111"i,1n ,,f .111 l·nkrpri ... ,· \\ith ;1 h1.·.1hh~ 1:n;1111:i;1l rl·.-11rd. Thl· .tl·!..'.rc.:l· .,( .t • .-p.-ndl·n,·l· "" in:pt•rkd c1pi1al 
!!"'lll.' j., pr.1h;1hly 111\\.-r 1h;111 1h;1t 111 1h.- puhli.- "·.-i.1r ;111.t j,.. tNully founn:J lhr.•u!!h u1111lfi.-ial :-.••Urff:-. ,,f forl·i!!n 
..::•1:h;m!:!..: b•:.: -.:l·.-ti"n I\'.(· 1. 

Tahll" :!.Ill. Snurn· of mu·:-.lml'nl fund~ for t"11q)Or.tli11n dt•\d1111mt•nl 
11rujl'l·h. Pd9~ lo t'Yl99-I 

(M1ll1on Birr) 

Plar.n.:d Actual Planned 
198:.. 1'r:l8 198.'.,,· 1988 1990· 199 .. 

Source Birr Per ce'lt B 1 rr Per cent Birr Per c.:-nt 

Government budget :.t.2 .. 7 36.6 2:.7.5 3:.. 1 1, 163. 1 30.6 
Own fund 37.9 3. l 38.2 5.3 438.7 11.6 
Local bank le.an 29:..9 2:._.:. 162.6 22.4 912.7 2:..0 
Supplier~ cr<-d:t 3:.9.4 9.2 
Foreign loan 405.0 H.5 256.7 35.4 872 .7 23.0 
Foreign gran: 28 . .:. 2.4 20.5 ' .. <..u 60.3 1.6 

Total 1,208.9 1()()_3 rn.s 100.0 l,796.9 100.0 

Source: MO!, Stati-.t_tcal Bulletin, VI, June 1989; MOI, Five·Yc.1r Plan Docl.ITICnt 
( f Y 19.;lQ ·FY 19•;1.'.,,). 1989 (in Amharic}. 

I>. E:\IPLOY'.\IE'.\T 

lndu,try i' n11l a m:1j11r ;:mpl11\.-r in F1hi11pi.1. In FY l'ISt1 111,·dium- ;,nd l.1r!!.-·'c1k ind1hlri;1i .-111..:rpri'l''- .:mpl11!l·d 
:1t11l;1l11l ·~1.s.i5 p.:r, .. 11,_ Thi' rq11.-·.c"11h k" 1h;111 tl .. ' p,·r .-,·11111f 1h .. · 1111;11 n·111111111!.-.illy ;1dih· p11pub1i.111 ;ind :'_•1 
p..:r l·.:nl , » I hl· l.,., •1111111i,·.1ll~ .id i\ ,. p11p11b1 i, •11 r .. ·,id.-111 in 11rl1;111 ;1r,· ;1,_ \\"hik l·mpl11\ 111,·111 in m;11111f;1l'111rin!! h;" 
inrr..:a,.-.1 h:. "''·r :'tl pn l·l·111 in 1h,· tc·n ~l·;1r pc·ri11d lo FYl1ISt1. pr11,iding. 1111 ;1\l·r;1!!•._ >.lti2 ;1dditi1111;1I joh-. .:;1d1 
y.-;1r. thi,.. h;1, 111;uk 1111 imp ... ·t 1111 lh.: \a'I numhl·r-. nf urhan 111Kmpl11!.:d (!\l'l' Sc.-tinn \·_,\). 

l'uhli.- w.-t11r .:nkrpri-..·-. ;"·.-1111n1 f11r ••\..:r 'ltl pn l°l'lll nf .:mpl11ym .. ·111 in brµ.:· ;111d mnlium-,..rak 111;11111f;1l'lurin!! 
.:nlcrpri'.:' ·and \IOI 'up.-niwd indu,lrio ;1h1111t S5 p.:r n:nl ·a prop1•rli11n tlu1 11;,, rl·m;1innl fairly oin,1;1111 'inrl' 
FYl117h (L1hl.: 2.11 ). Thl· di,1rihu1i.111 .. r l·mpl11~ml·n1 hd\\l'l·n hr;111d1,·-. llf 111;111uf;1d11ring h;" ;11,., dl;t11!!.:d lillk 
ov.:r 1hi-. p.:riod. :\lllh•ll!!h lhl· prl·d11min.1nrl· 11f 1h.: lnlik, hr;111d1 h;" f;1lkn ,1i!!l11I~ ;" .-inpl11ym.:n1 in p;1p..:r and 
prinlin!!. h,·v.:ra!!'''· lt:alh.:r and ,h .. ,·. 111.-rah\nrking and f1111d prlln:,..,ing hr;1nd1,·, inn.-;1,l·d f;i-.1..:r 1h;111 lhl· "·r111r;1I 
;1n·r;1gc. ii rl·mairi.. h! L1r 1h,· 1111"1 i111p11rl.1nl cmpl11~,·r.:tl'r1111111ing f11r ;1h11111 .JO p .. ·r n·nl .. r 1h.: in.f11,1ri;1l workf11rr.:. 

S..:\.:r;1I .. 111di...-, h:aw ;1rg11<·d 1h.1! ,1.1llirw k·\\·I, .11 ,·nl.-rpri'" Ind ;1•c· i11llc\ihk.~ ( ·..-r1;1inh. 1hc· krm:-. 1111lw L1h1111r 
l'r11d;1111;1(1111 ( :\11.11.J /I '>75 ) ... 1 kr \\ 11r kn,· l"• Hhid,·r;1hk pr11l n I i1111 ;1~'..1iri..I rnl11mLr11n·: pri11r 11111 in: 111 up 111 I hrl'l' 
11111111h ... p11\\l'r' 111 :1p1K·:1!. ;111111111.11i.- "·\..-r.111,·.: p;1y nf 1\\11 1111111;h, ,;,bry. rnl11111b11r! r11111pl·11,.11io111111111l' 11ll111lh\ 
, .• Lary l11r 1h,· lir .. 1\\·;1r111 .-111pl11\111,·nr ;111d 1111,·-1hird 111.111111nlh l11r 1h,· r,·111;1inin1'. y,·;ar ... F11r1hcr11111r,·. in 1hc ca.-..· 
111 \IOI '"l'l·ni,,·.( ,·nr.-rpri"·'· .-11.1111•,' in ,1;1lli11l! Ind, \\1111ld h.1\,· 111 h,· j11,1ili,·d hd11r.: rlw ~.lini,rry ·, \lanp11\\l'f 
lkp;1rlml·n1. Th, ... ,. pr11,·,·d111,·,, h.1, i..,-d h! .111 impliril undn ... 1.1ndi11!! 1h:1I lllll' 111 !he .-nlnpri-.c·, 11hj..-.·1i\l·,.. i' 
1·111pl11y111.:nl !!l'lh·r.1li1111, d11 di,r1111r.1_1!l' ,·mpl11\l·r, fr11111 Laying work.·r, 1111' 111 nll l'lhh during knpnrary lull' in 
pr11dm·1 inn. :-.;l'\l'd hd,·..-.. 'L•I i,t i,·, ..-. 1111 pikd al ( '11rpor.11 i11n ll'\d d11 ,h .. w 11•· ri11dir rnlul'I ion' in ''a fling k\d I h;1I 
.ire ~!rl·;11,·r 1h;111 nrll· midi! ,.,p,·.-i fr11111 11.1!11r.il r,·d11.-ii1111 1lir1111d1 r.-rir,·111,·nf. 



Besides. cnlcrpriscs can achic\·c some dcgn:c of flcxihilil~- h~- hiring lcmporary workers and conlractual slaff lo mccl 
seasonal or lcmpora~· changes in lhcir work l11ad. In 1•r.;.'\. MOI corporalion.~ hired lo.'>71 lcmporary workers. 11nc 
lcmpora~· worker for cw~- -th pcrmancnl employees. Half of lhcsc were engaged hy lhc Sugar Corporalion. '-'ilh 
a ralio of at-.\iul one lcmptira~· w11rkcr for each pcrmancnl mcmhcr or slaff. lhough lhc rali11 was al'il.1 rdalivdy high 
in lhc Elhiopian Bc\·cragc Corp.1rali1in (5A). lhc Elhiopian Food Corptnalion (.\.'>). and Nalional Tohacco and 
Ma1chcs ( l.J). 

Table 2.11. Permanent rmplo~ftS by branch. n'l976 to n'l986 

Per cent 
1976 1981 1986 change 

Branch Nultler Per NUllber Per NUllber Per 1976-1986 
cent cent cent 

Food 10,n4 18.1 15,502 19.6 18,216 20.1 69.9 
Beverages 3,625 6.1 6, 194 7.8 8,261 9.1 127.9 
Tobacco 662 1.1 849 1.1 1,017 1. i 53.6 
Textiles 26,044 44.0 32,305 40.8 35,782 39.4 37.4 
Leather & shoe 2,708 4.6 4,537 5.7 5, 771 6.4 113.1 
llood & produc: ts 4,242 7.2 5,237 6.6 2,581 2.8 ·39.2 
Paper & printing 1,634 2.8 3,776 4.8 .. ,443 4.9 171.9 
Chemical 4,511 7.6 5,590 7.1 7, 142 7.9 58.3 
Non-metallic 3,338 5.6 2,994 3.8 4,535 5.0 35.9 
Metal products 1,734 2.9 2, 107 2.7 3, 187 3.5 83.11 

Total 59,222 100.0 79,091 100.0 90,845 100.0 53.4 

Public sector 55, 105 93.0 71,240 90.1 84,783 93.3 53.9 
Private sector 4, 117 7.0 7,851 9.9 6,062 6.7 47.2 

Source: CSA, Results of the Su!"ve)!'. of Manufacturi!'.!ll !nduStr)!'. 1 various issues. 

In praclicc. inflcxihilily ;irises from supply ralhcr lhan demand rnnslraints. While lhcrc arc plcnliful un~killcd 
manpowa rcsourccs, the Ethiopian economy faces an acutc shortage of skilled and professional workers ( sce Section 
V.A). o:-.:ccP opcrates a Central Allocation System which rations the supply or graduates to the Ministries on the 
t>asis of the requests they suhmit and the government's sectoral priorities. The MOl"s allocation of skilled man'lgerial 
and technical staff has, consislcntly, hcen lower than the numhcr requested. As a result, the skills profile or the 
industrial sector is hiased hea\ily towards the unskilled and semi-skilled categories (Tahlc 2.12). Although the 
propt>rtion or professional staff has increased steadily in recent years, professionals still only accounted for l.J per 
cent of the workforce in 1985 and all skilled calcgories only 10.7 per ccnl. Managerial and executive staff arc well 
q'..lalificd (66 per cent holding degree or diploma qualifications in 1985), so too arc most of the administrative staff, 
hut the skills profile lacks depth. In 1985, only 14 per cent of production workers had vocational training, while the 
educational achievement of :\8 per cent was limited to hcing ahlc to read and write ;md oniy 22 per cent had received 
sccond;iry education. 

Table 2.12. Ministry or Industry workforce by skill category, 
selected years 

1979 1983 1985 
Skill category No. Per cent No. Per cent No. rer cent 

Profes:.ional 476 .7 754 1.0 1,005 1.3 
Semi-professional 1, 715 2.7 2,521 3.3 2,709 3.5 
Skilled 3,707 5.8 4,442 5.8 4,566 5.9 
Semi ·skilled 9,284 14.5 12,514 16.2 12,925 16.7 
Unski I led 48,798 76.3 57,019 73.8 56, 191 72.6 

Total 63,980 100.0 77,250 100.0 77,396 100.0 

Source: Data provided by the Ministry of Industry. 
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Within <he pri\·atc scctor the skills shortage is even more acute. The ONCCP allocates all graduates and diploma 
students to the puhlic sector enterprises for their first joh and these staff arc unahk to transfer \\ithout their 
employers consent. l\mst·quently. highly qualified personnel arc directed away from pri\"ah.: enterprise. Technical 
scho .. 11 students ha\"e recently hcen allowed to find employment through lahour exchanges hut they arc discouraged 
from taking up posts in the pri\"ale sechir hy lower wages - though skilled production staff in such licld.; as metal 
w,1rking and printing arc paid a premium hy pri\"ale sector employers - and pcrcei\"cd joh insecurity. Both puhlie 
and pri\·ate sech'r man;1gemenl regards the shortage of skilled staff as one of the main hurdles lo industriali:1ation 
in Ethi,1pia. particularly in the development of industries using modern lechnolt~'Y· 

In Ethiopia. technological development is seen as a sint• qua non of industrial progress. Ethiopia's industriali:1atim~ 
~lralC!,.'Y has fa\ourcd large. capital-intensive projects and the introduction of "advanced and complex" technolt~•y.31 

Consequently. the co~t of emplo~ment creation through the construction of new industrial plants ha.c; hccn extremely 
high hy inkrnational ~landards. a\eraging Birr33.31)') (Sl6JIOO) per permanent employee over the peri1ld FYJIJ75 to 
FYllJS-1. lm·estmcnt costs per employee ha\·e increased rapidly in recent years, reaching Birrl7td..U1 (S.'H,t,.'\5) for 
th11se pr11jecls in prngress in June llJSIJ (Tahlc 2. 13). The le\·cl of im·cslmcnt is particularly high in the case of the 
cement industry. where a BirrlSO million project (the Mugher Cement Works) under way in June 1989 is expected 
hi gcncrah: only 117 johs al a cost of Birrl.5 milli11n cach. Howc\"Cr, the cost of joh creation appears lo he rising 
an.IS.'> the hoard. A nujur project in the textile sector. for instance. the Komhokha Textile Mill. which hegan 
operations in l'I~. gcner;1ted .\.-kill joh:• for an in\"eslmcnl of BirrlSll million, at a cost of Birr50.(l00 each. while 
im·eslmenl per cmplnyl.'c has increased to Birrl2J.ll00 for the two mills currently under construction at Arha Minch 
and Awassa. 

The wisd11m of a capital-intcnsi\"c p;1th of industri;1li:1ation in the Ethiopian context may he qucstioncd. Prc\·ailing 
lc\-cls of urh;m uncmplo~mcnl arc high e\·cn hy African slandards. ln\"cstmcnt in smaller, lower technology projects 
w11ulJ ccrl;1inly increase lahour ahsorption within the industrial scclor and is a far more cosl-cffcctiw mc;ms of joh 
creation. !\fodern tcchnol11gy has to he imporlcd. so do !he spare parts and many of lhc intcrmediatc products ii 
uses. therchy increasing 1hc imlustri;1l sector's import dependence. Lahour cosls arc lowcr in E1hiopia than in Most 
11f the dt.:\"cloping world and so the economic justilic;1tion for capital-inlcnsi\"C production strategics is w..:ak. 
Furlhnmorc. modern lcchnol11gy offers link or no opportunity for the substitution of labour in production and so 
substantial in\"t.:stmcnls in c;1pilal-intt.:nsi\"c pbnls amounl to a lorg-term commilm.:r.l lo this palh of dt.:\"clopmcnt. 
l.1 contrast. a lahour-inlcnsi\"c pniduction prnccss c;m c;1sily he upgraded. 

lfowc\"cr, much 11f Elhiopia·s industrial stock was purcha .. cd second hand and is alre;1dy fully deprcci;1tcd. For this 
reason. 1hc capital intensity of produclion. as measured hy lhc ncl hook value of asscls, is not exeessi\·e by 
international st;mdards (Tahle 2.1..J). During tt1c late 1'>711s lhe ratio of capital per employee fell as a result of higher 
capital utili:1alion. resulting in some bhour ahsorhtion. hul als1' as a result of depreciation of the capital stock. The 
spate of new in\"Cstmcnls in the early llJ~lls led io a 30 per cent increase in the lc\d of capitali:1a1ion in the puhlic 
sector hctwccn FY llJSO ;ind FY l'ISfi. Much of 1his incrc;1se was due to !he m:1ssi\"C investments in lhc ccmcnl 
industry and. lo a lesser extent, in the metalworks branch. Ycl. despite such large- sc:1lc projccls as lhc Komhokh;1 
textile mill, the levels of capit;1li1ation in the le;1ding branches of the induslrial sector - textiles, food processing. 
hc\"cr;1gcs and leather and leather products - continued to fall as 1hc combined effects of depreciation and lahour 
absorption exceeded the infusion of new c;1pital. 

Le\"cls of c;1pitali1ation arc signilican1ly lower in lhc pri\"ate sector than they arc for the public enterprise... This 
reflects the age of the c;1pital stock and the limit~·d fumls av;1il;1hlc for the purchase of new equipmenl. The remm·al 
of restrictions on pri\"atc sector in\"C\tment, the raising of 1hc capital ceiling and the provision of incentives for 
enterprises lo purchase new equipment under recent lq~islation (sec Section IV.l') will he followcd hy signilicant 
inveslmcnt and capitali1ation in the near fulurc. 

Wage levels arc extremely low in E1hiopia. Average wages in the industrial sector were Birr2.14 ($1125) per month 
in FYllJ8b and Birr2X5 ($1."\7) for public sector employees in FYl 1J8X (Table 2.15). Although few employccs earn 
the minimum wage of Birr:! per day, which has remained unchanged since ii wa' introduced hy thi: Labour 
Proclamation in 1'175, ahout .l5 per t-cnt of industrial employees earned less BirrlllO ($50) per month and X5 per cent 
less than Birr.llMI ($150) in t•IS:'i/811. Puhlic employees arc generally p;1id slightly m111'.' than 1heir l'o11111erparh in 
the private sector though therc arc wide variations in the average wage and distrih111i1n of w;1gc rates between 



branches. A government Wage Board is in the process of recla..o;sif~ing and regrading public: sector johs lo ensure 
equal remuneration for those undertaking comparahk work throughout the puhlic sector. 

Table 2.B. Employment ~nerated per unit or expenditure in new 
dewlopment projects implemented (F\'1976 to FYl984) 

and in progress (June 1989) 

Projects i!!!!lemented 1976-1984 Projects in PrQgress 1989 
Investment lnvest:nent 

Investment Jobs per Job Investment Jobs per Job 
Branch (Mn Birr) created (Birr) (Mn Birr> created (Birr> 

Food ~18.3 3,834 30,856 
Beverages 92.1 1,581 58,254 88.8 750 118,407 
Tobacco 3.7 70 52,857 
Textiles 84.4 2,796 30, 186 361.5 2,930 123,365 
Leather & shoe 3.5 633 5,529 9.1 69 131,884 
Wood & products 
Paper & printing 16.5 195 84,708 
Chemical 4.6 380 12, 105 48.2 2'" ~~ 194,359 
Non-metallic 9.5 70 135, 714 180.5 117 1,543, 120 
Metal products 1.5 170 8,824 194.8 797 244,440 

Total 317.6 9,535 Il,309 899.4 5, 106 176, 146 

Source: Policy and Research Division (MOI), The Evolution of Manufacturing 
Industry in Ethiopia, August 1986; and MOI, Statistical Bulletin, VI, 
June 1989. 

Table 2.14. Book \'alue or fix.:d assets per employee, 

Branch 

Food 
Beverage~ 

Tobacco·•· 
Textiles 
Leather & shoes 
llood & products 
Paper & printing 
Chemicals 
Non-metallic: 
Mi:-tal product~ 

Total 

Pa'l981 to t•\'1986 
(Birr) 

1981 1984 1986 
Public Private Public Private Public Private 

12,275 1,618 rn. 52~ 2, 154 10, 170 2,929 
8,874 3,~89 8,980 3,301 5,263 2,087 

3,037 6, 179 
3,465 2,004 2,908 2,081 2, 114 1,4&2 
5,921 2,013 3,989 1,n6 1,644 1,260 
3,591 1,212 1,972 1,790 1,875 2,64B 
4,754 4, 167 4, 101 4,337 4,012 5, 199 
6,993 9,273 5, 105 8,027 5,833 5,254 
9,080 2,lj2 5,071 1,651 43,812 2,t18 
5, 103 8,243 3,305 6,622 11, 170 8,330 

6,335 2,765 5,451 2,957 8,199 3,656 

Sriurce: CSA, ~rvey of Manufacturing lndu~tri0•;, variou·. '~"ucs. 

a/ Include•; tobacco for FYl?l\1. 

Thl· L'.t1\l'rJ1llll'J1l ha' ;ii'" '''m'.i11 l11 rl·ducl· inr11mc incqu;ili1y hy rc,1rir1ing ;1nnu;il innl·m,·111;.I i1:nl-.hl'' 111 pulili, 
,·mpl••!,.,., l';1rnin~'. k" 1h.111 Birr11'it1. I ·11 '" rYl'l.'iil lhl.,l. ;innual \\,1g•· ri,l·, ...,.-r,· ~'.,·nn;di1c·d f,,r ;ill 'li.1•.ihk 
,·mpl.1\1·,·, Thn,·;ifl_-r th,·! \l.l'rl' rl': .• rnl In pr.,durti\il! hcc Serl ion I\ .. ('). I lil!lwr 11.1id 111.11L11•,·ri.1l :111.I 
l'r,.f,·"i"11.il ,r;ifl ;ire nd11dnl fr11111 th,·,l· b,·nvfih ;ind :1rl·. dll·rli\d!. ,11fljrr1 '" ;i \\,If'.'' frl·l.ll'. In rh·: 111i1l· l1 1 . ._11, 
.1 lvilin~'. ,,f Birr.'.ll(Hl pn 1111•nlh ""·" ;Hlll••llnn·d f11r puhlir 'l'dc•r rmpl••\<'l''. Thi' p11li,·\ h;1' r1•111pr,·,·,,·d i111••l1h 
dill,:, 111i.d, in li11v \\ irh lhl' 1•11·,,·rnm, 111·-. ,.,,·i.d 11hj1·lfi\v 
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Al!hnugh 1hc awragc indus1ria' :::.:;··has doubled in lhe fourlecn years since FY1975, wage increases ha\'e not kepi 
pJcc wi1h inllation-t7 (Tahlc ~.16). lmlccd. hy FY1985 thc average real wage had fallen to 58 per cent of its FYltJ7:; 
bd. It suhsequcn1ly recowrcd lo 78 per cenr of the FY1975 real wage in FY19&~ - though the data from 1987 
c.•\WS ''nly rdalivcly higher paid puOli-.: sector workers - largely as a result of a fall in the retail price index. The 
decline in real wages will ha\'e hccn e\'cn more marked for managerial staff who did not benefit from annual 
performance link• d pay rise~. 

To compensale for declining real wages, a number of enterprises have introduced htmus schemes and a range of 
near cash fringe hcndits for their staff: free or subsidized milk, soft-drinks, food and housing, free transport or 
transport allowances, and contributory pension funds. In FY1984 bonuses and fringe benefits amounted to 11.9 per 
cen! of the MOrs wage bill, rising to 1-'.2 per cent in FY1988. Mana~ement has also used promotion generously 
as a m;::ans of circumscribing wage controls (only promotions for staff earning more than Birr700 per month arc 
subject to prior MOI approval). In FY1983 83 per cent of staff earning between 350 and 700 Birr received 
promotions and 16 per cent of staff in managerial grades. Despite these measures, the industrial workforce has 
suffered from a significanl decline in real wages which, inc\itahly, will have eroded incentives. 

Table 2.15. Monthly "-age of e;nployees by ownership and branch, FY1986 
CB i rr) 

Average monthl~ wage Per cent earni!!I 
Branch Total Public Private <100 101-299 300-799 >800 

Food 216 221 164 41.7 43.6 13.3 1.4 
Beverages 264 264 271 31.2 48.2 18.3 2.3 
Tobacco 121 121 32.1 49.0 17.7 1.3 
Textiles 194 194 202 39.7 53.4 6.1 .7 
Leather & 
snoes 196 195 212 37.4 47.0 13.4 2.2 

llood & 
products 399 443 236 15.7 55.0 26.7 2.6 

Paper & 
printing 258 243 351 16.9 59.2 21.6 2.4 

Chemicals 395 392 432 22.4 45.0 22.5 10.2 
Non-metallic 247 256 183 27.6 55.8 13.9 2.7 
Metal products 370 295 650 14.1 55.3 23.6 7.0 

Te>tal 234 230 278 34.4 50.5 12.7 2.4 

~= Based or. CSA, Results of the Survey of Manufacturing Industries, 
1985/86, Januarr 1989. 

Few.1lc participation in the industrial workforce has been encouraged. By FY1986, 28,282 women were employed 
in the manufacturing sector, ten thousand more than in fY1977, and women accounted for 31.3 per cent of the 
industrial workforce (Table 2.17). Progress had also been made in bringing women out of the traditional office 
occupario:ls and onto the shop-noor - in FY1986 81 per cent of female industrial err.t>loyees were production workers 
and womc:l have entered such males preserves as the metal products branch - and in reducing pay diff ercntials 
between men and women. In FY1986, however, about 60 per cent of the female workforce was engaged in the textile 
industry (62 per cent of women employed by the MOI in FY1988), virtually all as low paid seamstresses in the 
garment assembly plants or on the produc~ion lines in textile mills. Furthermore, opportunities for technical and 
vocational training, and so higher level managerial jobs, arc narrower for wornen than for men. Oth~r constraints 
on female participation include the absence of sufficient day-care-facilities and inadequate maternity leave. These 
and other women's ir~c;ues arc dealt with by the Revolutionary Ethiopia Women's Association (REWA), v•hich boasts 
a membership of five million and is represented in all enterprises. 



-"' 
E. CAPACITI' t:TIUZATI01' RATES, LABOUR PRODUCTl\'ITI' AND EFFICIE1'C\" 

\fuch of Ethi11pia\ indu ... 1ri;1I l\tpacity i ... ,,i. ... ,11..:te and run-dow11. A -.urvcy undertaken in l'IS-i rewakd that nearly 
thre,· qu;trlcrs of th,· f;1l·t11ri1:s in ,1pcr;1ti,m ;1l that dale had Ix-en l·ommissioncd al kasl twl:nty year ... lx-fnr,· (Tahk 
~.IS). Oftl·n equipment was ;1lre;1dy ... ewnd-hand when it was installed and "''the ;1ge ,,f much ,,f the pbnt is nldcr 
still. The pwhlem ,,f ;1ging machinery is exacerhateu hy inadl·quate maintenance procedures (in many c;i-.cs uwin!! 
"' the failure nf uwncrs "' h;md o\cr pbnt manuals at the time of nationali1ati,1n). the inexperience ,,f repair st;tff 
and the diflicuhies in al··-1uiring sp;1rc-parts for equipment that is no longer phiduccd. Spare parts often ha\·e lo tx
tailnr mad,· at gre;tt CX(X"nsc. Furthcrmurc. most of the machinery installed since 1'>75 has Ix-en imported ;md sparc
parts ha,·c tu he ord.:rcd fwm ;1hro;1d. r\Ithough factories maintain suhstantial inwnt.•rics of spare-parts. at great 
cost. there arc still pwlonged delay ... in the ddivcry of spares from some suppliers. Consequently. equipment d.1w11-
timcs arc often rdatiwly long. 

Table 2.16. Anr.age monthly wages and ~al "'11,>e. t"Yl981 to n·l988 

1975 1980 1982 1984 1985 1986 198f1: 1988a.' 

Average wage 
(Birr) 131 187 196 212 229 233 253 289 

Wage index 100 143 149 161 174 177 193 220 
Price index 100 208 230 251 299 270 264 282 
Real wage 

(Birr> 131 90 85 84 76 86 96 102 
Real wage 

index 100 69 65 64 58 66 73 78 

Source: Calculated fr.:im CSA, Results of the Survey of Manufacturing 
Industries, various issues; NBE, Quarterly Bulletin, 2.2, 1987; 
and IMF, Financial Statistics, various issues. 

a/ MOI supervised industries only. 

Table 2.17. Women in lhe industrial workforce, t"Yl977 to t"Y1986 

1977 1980 1984 1986 

Female workforce 17,586 22,436 30,776 28,282 

Women as proportion of 
total workforce (per cent) 28.0 29.2 34.3 31.3 

Average monthly wage (Birr) 
men 166 186 224 231 
women 98 113 119 149 

Women's wage as a 
proportion of mens 58.7 61.0 53.3 64.6 

Source: CSA, Results of the Surve;t of M:inufacturing Industries, 
·;elected ye;irs. 

Thi: a~l' of 11111d1 of thi.: irhLalkd l"<1p;1~·ity llll·;in, thal ro1parity 111ili1ali11n rotlcs arc oflcn a mailers of purely aradrn1ir 
inlcrl·sl, partirnbrly ;i' 1h,· nt·rr"ary datot on rati.:d raparily j, oflcn nol availahk 'inn: di.:1.1i(, of pbnl wcrc 11111 
h;1ndcd owr al lht· lime of 11;1li1111;tli1.1lion. f>c,pik lhl·sc problem,, the MOI rcporh lhal caparily 111ili1a1i1111 r;1ll'' 
inn.·;1>l·d rapidl~ in 1hr b1c-. J1l70, \\hl'll :11111·1hc1 ra111p;1ign' hro11gh1 ahoul rapid ~ro1.qh of ind11,1ri;tl olll('lll. 1\11hj, 
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time the financial rcs.ir:rcc:-. for new investment were limited and much of the increase in production in the period 
up to l'>Sl/1'2 was achic\·cd hy hringing spare capacity into use.:. B~- the early ll)S()s capacit~· utili7alion rates \\"Cn.: 
gi\·cn as l'il.l lo 100 per c.:nl. Similar rates arc given for the mid- l'>SOs. though the decline in ••Utpul and deteriorating 
sales performance in recent years (FY l'>S9 in particular) will ha\·c hccn translated into falling cap;icity utiluation 
rates. 

In rnntrasl. capacity utili7ali•in rates in the small-scale (private) industry SC<:"tor arc general!~- \·cry low. A HASIDA 
survey undertaken in l'>SO rc\calcd that only 5 out of 72 enterprises had capacity utilitation rates exceeding 5'> per 
cent and tinly 27 had rates ahow -1() per cent. Since then capacit~ utill/ation rates arc thought lo ha\·c fallen c\·cn 
lower. HASIDA now c.in..o;idcrs the range f1•r the sector lo he closer lo llk\5 per cent. This reflects hoth the age 
of the installed capacity in pri\·atc sector manufal"turing cstahlishments and the supply ctin.."1raints these enterprises 
face. 

Variations in the lc\·d of lahour productivi1~- hctwecn hranchcs arc. a.~ might he expected. closely related to \-ariations 
in capilal intensity (Tahlc 2.19). This is equally true of the disparity hctwccn b-d, of producti\ity in the puhlic and 
private scch1rs. 

Table 2.18. Age of machinery in suneynl mlerprisn. 
198-1 

Age of Machinery NUlt>er cf 
(Years) factories 

2-11 10 
12-18 20 
19-28 37 

older than 29 45 

Total 112 

Per cent 
distribution 

8.9 
17.9 
33.0 
40.2 

100.0 

Source: Gizachew Shiferaw, The choice of developnent 
of manufacturing technology in Ethiopia, 1986. 

Data for all medium- an<l largc-sc;1lc industrial enterprises indicate that lahour producti\ily incre;•sed hy 27.9 per 
in terms of gross value of production and JS.J in lerms of valued added per permanent employee at currcnl market 
prices (Tahlc 2.llJ). However, if these increases arc adjusted against the 20 per cent increase in lhc Addis Ahaha 
Retail Price Index 1wcr the same period, it may he surmised lhal there was link improvement in productivity in 
terms of gross ourp1.1l value per worker and a real decline in lerms of value added per worker. There has heen a 
tendency for factories lo maintain o\"ermaning in an effort lo mop up urhan unemployed. A recent survey of the 
textile hr;mch - the largest employer · concluded thal sl;1ffing levels were significantly higher than might he 
expcclcd.

5
/ This m.1y explain why productivity (al current prices) declined in th~ textile hranch. despite suhslanlial 

imeslmenl in large c;1pi1al-in1ensivc tcxlilc mills in the e;irly 19S0s. Most of the olher hranches th;it hcneliled from 
suhs1an1ial inveslmenls in the period l'JX.J lo 1986 - non-metallic mineral products, hcverages and chemicals -
registered increases in value added producli\"ilyin re;1l h.:rms. The other exception is the metalworking branch. 
Although oulpul per employee in lhe metal products hranch more than doubled from llJSl/82 10 llJ85/8b. 
productivity in lerms of v;1lue added slagnaled hecause much of the increase in oulpul was hroughl about by the 
expansion of a~scmbly 11pera1ions. Improvements in produc1ivi1y in lhe wood products hranch, as revealed by 
.1g,L!rcg.11c data, arc related 10 the closure of old and incflicicnl mills rather lhan new investment. 

The importance of new imc~lmcnl in bringing aboul improvements in productivity is suhslanlialed hy data for the 
enterprises supervised by lhc 1\101. Over lhc period FYllJS.J lo FY ICJSS. immedialcly followin!! !he commissionin!! 
of the lirsl general ion of new erilcrprises eslahlishcd since 1'>75, bhour produc1ivi1y. as measured in lerms of gross 
produl·.ion vaiuc al rnnslanl price., (Tahk- 2.211). inneased hy an averagL' of IK<• per cenl. The Ethiopian C'cmcnl 
C'orporalion rl·rnrded a m;1"ivc inl'rl';"c of mer 400 per n·n1. This was hrou!!hl ahoul hy lhe commissioning of lhe 



new Mug.her Ccmcnl Facto~·- Huwc\-cr. ulhcr Corporalions lhal hendilcd from suhslanlial inwslmcnls in lhe form 
of new rlanls rcrformcd lcs..." \A.di. Produ'-"ti\il~· actuall)· declined in lhe ba.~c induslries · metal""·orking and chemicals 
·where the go\·crnmcnl haJ bored lo bring ahoul the largt."Sl increases in outrul during lhe TYPP pcrioo. Bolh 
these Corrorations ha\·e hecn affc'-"tcd by surrly conslrainls O"'-ing ltl their dcpentknce on imported inputs. 

h is nO(ewonhy lhal neither the Tobacco and Matches Corporation n;ll" the Leather and Shoe Cor('lll"ation. which 
achic\"cd significant increases in producti\ity (50 and 3:! per cent respecti\'Cly). benefited from large-scale in\1!Slmcnt 
in the earl)· llJ~ls. In the case or the Leather and Shoe Corporation the marked imrro\'Cment in pn1'iucti\ity may 
he explained by imrrnwd capacily utili7~lion rates as the expll"l market expanded and the higher degree of 
processing achie\-cd in n:ccnl )"Cars. 

The efficiency of manufacturing acti,ities could he measured in terms of Domestic Resource Cost ( DRC) ratio which 
compares the opronunity cost of dtlmcstically surrlied factors of production lo the \-alue al Wlll"ld prices. Industrial 
products \A.ilh DRC ratios kss than one arc deemed efficient, impl)ing that the value of outputs in ·world rices is 
greater than the \-;ilue of inputs. A study of this kind was carried out hy the World Bank in 1983. Their analysis 
CO\"Crcd 19 enterprises drawn from all of the MOI supcniscd Cor('llralions cowring 20 per cent of gross production 
\-aluc and 21 per cent of emplo)menl al that time. Al the current exchange rate, their calculations rc,,-calcd that 14 
enlerpriscs had DRC ratios of grealcr than one (the domestic resource cosl of production is greater lhan the cost 
of im('lll"ling lhal product). DRC ratios were highest in lhe case of iron and steel. pulp and paper, glass bottle, beer 
and texiilc produ'-1s. Three of these enterprises had negati'll'C value added in lerms of world prices, meaning that 
the balance of pa)menls would bcncfil if lhesc enlerprises were closed because the tradeable cost component of 
production is grealer than the international \-alue of the final product. Only leather processing was shown to be 
eXlremcly efficicnl (~ith a DRC ratio of 0.36), while lhe Addis Ababa Cement Factory and Wonji Sugar Factory 
achic\'Cd DRC ratios of 0.41 and 0. 74 rcspcctin~ly. Other enterprises achieving a DRC ratio of lcs..-. than unily were 
the Babilc Mineral Water Factory and Ethiopian Footwear. When the exchange rale was devalued hy 30 per cent 
the number of enterprises with a DRC of less than unity was found to increase from five to nine. 

Tahir Z.19. Productivity of all medium- and large-sc:ak manufacturing 
in krms of gross production valur and valur added 

per worker, 1981/IZ and 1984/85 
(Birr at current .. rket prices) 

Gross value of production Value Added 
~r ~rmnent ~lo:l!ee ~r f:!!~t 9lo:l!ee 

Per cent Per cent 
Branch 1981/82 1985/86 change 1981/82 1985/86 change 

Food 33,992 32, 168 ·5.4 8,401 7,271 ·13.5 
Beverages 40,729 51,046 25.3 7,693 9,870 28.3 
Tobacco 99,788 131,489 31.8 28,841 24,573 ·14.8 
Textiles 13,241 12,331 -6.9 4,702 3, 116 ·33.7 
Leather 25,356 26,005 2.6 4,384 3,837 ·12.5 
Wood 12,118 16,241 34.0 5,260 6,461 22.8 
Paper 24,805 24,553 ·1.0 7,9n 9,966 25.0 
Che111i cal s 36,669 36,540 ·.4 9,453 12,424 31.4 
llon·iaetallic 16, 739 19,586 17.0 3,241 4,317 33.2 
Metal 23,038 55,133 139.3 11,336 11,457 1.1 

Tot•l 25,048 32,024 27.9 6,661 7,U7 11.4 

Plblic 32,831 5 noa/ 8,039 40.5 
Private 20,952 3:4.,r/ 5,605 61.2 

~: CSA, Surv~ of Manufacturi!:!SI Industries, various issues. 

•I Data for 1980/81. 



.-\ mc.1n.· dc1aikJ s1uJy of lhc sl;llL"-••wn..:J 101ik L·nlc.:rpri....-s undc.:rlakn in l'JS7.r. rc\·cab 1ha1 DRC ra1i,1s may \ary 

..-.msidcrably fn•m plan! h• pbnL Thn.:.: ,,f 1h.: lifl.:.:n c.:nl.:rpri-.c:s sluJicd wnc.: shc.1wn h• haw DRC ra1i11-. ,,( k-.-. 
lhan onc. whik· lwch..- ,.h,1\\CJ \;tr~ing_ JL·g_r..-cs ,,f indlil·ic.:nl!- c.1f which 1hr.:c.: g_..-n..-rah:d nc.:g_aliw \;1luc aJJ..:J ;ti 

in1c.:rna1i.mal markct pri.:c.:-._ E\L·n 1h,1ug_h 1h..- d,1ntL·-.1ic rc.:s••urc.:c .:osl of prnducin~ c.:cm.:nl al lhc :\JJj, .-\hak1 
fal1••1} wa" i..:..._, than lhc.: l·,1-.t ,,f im(lt•rting_ its prc.!Jucts. thc fal1•'1} has n1nsistcnlly maJc.: a 1,,..._,_ <.-.in-...-quL·ntly. a 
hig_h DRC rati11 fc.1r unL· l'nlnpri,,·, -.h .. ulJ n•ll h..- intcrprc.:tc.:J as c.:\idcnc..- that Ethic.1pia d1lL·s nc.•1 haw ;1 .:om par .atiw 
;1J\antag_l· in thi-. hram.-h. '.\,1r -.h,1ulJ a 1,1w DRC rati,1 h..- wnfus..-d with prc.11it;1hility_ 
'.\c.llwithst;anJing_ its mc1h,>J,1l,~i.:;1l limi1.11i,1n,,. thL· OR(· is a u-.cful tc.1c.1l in pointing_ c.•ut indii.:i..-n.:i..-s in the.: allc.1eati1in 
<1( rc.:s.•uro,:-._ The....- indlil·icncil·-. ;irl· c.:11mpt•und..-J whcr..- th.:- dc.:g_rc..- of prc.llt:l1ic.1n afforded as mc.:a .. url·J in t.:rn1" 
,,f th...-ir Eff.:.:ti\"t: Prnh:l1i••n l 'c.lL·ffi.:i..:nl J,....-,., n•ll .:.•rr.:-.p.1nJ to !heir dlicit:nl!- as rn.:-asurc.:J hy their DR<.· ratio(-...:..: 
SL·.:tic.•n I\-_(.')_ Thrc.:..: ,,f thl· c.:nl.:rpri,c-. with DRC ratios of lc.:s.' than one.: suffered frc.1m p.•lil!- disinl·L·nli\L·" in thL· 
f<1rm c.1f El'l' ratic.1-. of k..._, th;an 1•n..-. whik tc.:n c.•f the c.:nt.:rpri.....-s with DRC c.•f g_rc;1t..-r th;an one.: .:njoyc.:d i110.:ntiw-. 
fr,1m the.: o•mhinc.:J c.:ffcc.:t 11f pril·ing_ and tariff tl<•lic.:ic.:s. (\m-.cqJc.:ntl~-. th..- WorlJ Bank -.tuJy d.:-monstr;1tc.:-. that 
indfici.:nt c.:nt..-rpri.....--. ;ire.: -.u ... 1;1in.:J hy th.: hig_h lc.:\d of pr.•tcl1i11n afforded hy t;1riff anJ n11n-t;1riff h;1rric.:rs tu 
imp.•rts. 

l'k;1rly lhc in1n!Ju.:ti<1n ,,f ;1 unilil·J t;ariff -.1ru,. :rl· w,1ulJ. in 1hc long_ h:rrn. in.:r..:;1sc.: the.: dfi.:icn.:y of the.: inJu ... tri;1l 
scch•r. lh11ug_h uni~- al 1hc -.h1•rl-l.:rm l.,,,, 1•1 th,· d•"Url· ,,f 1h.: mo-.1 inc.:flil-il·n1 c.:ntc.:rpri-.cs. llow.:n:r. the pil·turc.: 
i_, nc.•t c.:nlirdy hlc.:ak fnr 1h,"...- l·n1.:rpri-....--. 1h;11 rnrr.:n1ly run indfic.:i.:ntly. Thc.:r.: is rc.lt•m fnr r...-Juc.:ing_ tho: l>c.•rnolic.: 
Rc-.c.1urc.:c.: C11-.1 c.1f the.: k;1-.1 dliciL·nt c.:nll·rpri,l·-.. inJ...-...-J for 1h...- s.:-l'1<1r a-. a whc.1k. hy in.:rc.:asing_ G1p;i.:ity u1ili.1a1i11n 
ralcs anJ ;aJju-.lm..:nl nf th..: t:Xl'h;ang_c.: r;11..-. .-\ rn-.:nl WnrlJ Bank study-· h;as c;1rri..-d c.iul a s.:nsili\-ily ;an;aly-.is ''n 
1hc h.isi-. of·"' IPE-.. mc.i-.1 11f \\hid1 ;arc np1•rl ••ri.:nh:J. whil'h inJil'.lh:'i th;11 full l·;1p;Kit~ u1ili.1;11ion 1hn1ug_hc.1u1 lhL· 
s;1rnpk wc.1ulJ r.:Jul-L' th.: 1.ing_-run DRC frc.•m 11.S.:'. lo O_l>t>. A JOI per l-c.:nt Jc.:\·;1lu;11i11n c.1f th..- Birr w11ulJ ri.:Ju.:.: lh.: 
l>Rl' fr,1m 11.S2 lo 057_ l 'c.1n-.n1u..:n1ly. lh.: prc."p.:ch f11r Ethiopi.an m;anuf;Kturing_ ;1r.: d1hdy link..-J 1t1 tho: 
implc.:m,·n1.11ion of -.ui1;1hlc.: rd,1rni... Tho: n11"1 imp .. rt;ml 11f lhL·-....- ;tr~ r.:;1li-.lil' c.:wh;tn!!O: r;11l'-. of lh.: Birr ;111J lh.: 
pnwi ... i"n ,,f ;1J,·c.1u.1k f,ir,·i!!n .:xch;ing_.:. 1h,·r.:h~ diminalin!! 11n.: ,,f 1hc "''"t c.:rippling_ .:c.in,1r;1inh 11n inJu ... 1rial 
pc.:rform;m.:..:. 1h..: -.h.1rt;1g_..: ,,f imp••rlc'J inpuh ;anJ sp;ar.:-p;irh_ \111r..:1•\o:r. lhl· g.11\·l·rnm.:n(-. J..:.-i-.i11n h• 11p..-n lhl· 
inJu,1ri;1( -..:.-111r h• m.1rk.:1 f,,,,._., i, lildy '" ;mpr11\l' dli.-il·n,·y_ :\hhoug_h. c..·fli,·i,·n,·y in tam.; 11f D11mc,..1ir R,·.,.1ur.-...
( .. 1,..1 ;anJ ('ll•lit.1hifily ;ir..: Oil[ "\n1>n\ffilll1'. ;" indi,,tll'll ;1lltl\l'. the~ ;Ill' d11,dy (jnl.;.-J_ ( 0 t10lpl'liti11n bc.:IWl'l'O 
l·nh:rpri'c'. ;mJ l•t'f\\,·cn d••llll°'li.: n;;inufa.-iur,-,.. ;tnJ imp.•rh. \\ill sllmul.11L· .:h;111!-!..:' m pr11,lu.:1 lin..-, ;111d 
m;muf;u:lurinl! n11:1 hn,I.. \\ hi.-i1 \\ill r,·du.:..: .:1 "" ;and in.-r,· ;1,l' m.irg_irh. 

Tahlt" .!.lO: l'rocludi\it~ in \IOI ... upt·niwd rnrpor;1li11n .... t'YICJM.S 111 FYl 1JM." 
(Btrr) 
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F. Fl~A~CIAL PERFOR\IA~CEs 

In marked c1>nlr.1-.1 i.1 th.: p.:rform;m .. ·.: 1•f IPEs in th..: rest of AfriG1. the Corp11ratior .• supcr\is.:J b~ the Ministry 
11f Industry h;1w. for the n111-.1 p;1r1. lx:.:n pnili!abk. Total pr.:-lax pwfits in th.: l\1rpt1ra1i11ns· ninst1lidat1..·J ;11x11unh 
haw inn.:;as..:J fr11m Birr-N.7 milli1in in FY 1'17S h• Birr17h.S million in fY NS7.'1 Th.:s.: pwlils haw ~·.:n sustained 
hy c11ntrnlkJ pri1..·.:s anJ a high J1..·grc.: 11f prntc.·l·ti11n. l'onscqu1:ntly. profitability. in th.: Ethi11pian c11ntext. sh11Uld 
n1•t he <:l}U;1t.:J wi1h ccnn1in1ic dfici.:ncy. lnd..:..:d. the \\"orld Bank analysis t1f D11m..:stic Res11uH·e Cost ratios 
rd.:rrcJ tn ;1l>i1\c.: inJi1..·;11.:-. th;1t t.:n 11ut 11f 1hc ninct..:..:n ertcrpriscs ..:xamin..:J were.: financially pn•litahl.: tiut rda1iwly 
in.:ffici..:nt. ''hcr.:as only f.•ur t1f 1he prnfi1abk ..:ntcrpriscs w.:r.: das..;ili.:J as rda1iwly dlicicnl. On the oth.:r hand. 
tw11 11f lh.: unpr11fi1abl.: ..:nlcrpri,..:' w.:r..: d;1s:-.ifi..:J as rdaliwly dfici.:nt. 

Fr11m FY 1•1"7S h• FY 1 1 1:-i~. h•l;1l C1•rp,1r;11.: pre-tax pr11fils incr.:as.:d al th.: ph.:nomenal avcrag.: annual ral.: of 2~.2 
p.:r .:..:nl. Only the Elhinpi:m l'..:m..:nt Corp.1r;1litin wnsisl..:ntly r..:gistcr.:J l1•ss..:s (Tatik 2.21 ). lncr..:;1s..:s in h•tal 
prt•fits w1..·h· .1•hi..:v.:d 1hr.1ugh r;1pid :-.;1ks !!fll\\th - total n1:t s;1les income: incr1..·;1sed al ;m ;1v1..·rag..: annual rat.: of lh.S 
1>i:r c1..·nt fr,1m F'~ l'r:s !,, FYl•>s~ - and wid1.:nin!! 11f th..: pr••fit margin fnin1 an a\c.:r;1!!..: of 7 p..:r c.:nt in FYl•l7S h• 
111 p.:r in FYl'IS~ (s.:.: T;ihks .-\-S ;md r\-'1). Pn•fil margin,, \·ari..:d oinsid..:r;ihly hct,,.: ... ·n cnh:rprisi::-.: th1..·y \\l..'rl.' 

highi::-.t in th.: printing inJuslry. ;miunJ .lll p.:r c.:nl. and l.1\\c"t in lhe c;1s.: 11f th.: Ethi,1pi;m F11,1J l\1rptnati<in. 
ar,1und h per cenl. Thi::-.: vari;1li1•ns rdk.:ted the g•w.:rnm.:nt's social pri11ritii::-.. Th.: f;u.:h•ry-gah: prie.: of .:ss.:nli;1l 
... , 1mm1iJi1i.:,.. -.m·h ;1., f,ll.J-.luffs ;tnd totik ... \\,IS purp,1s1:fully kept l,1w in 11rJer h> pr11t.:ct Cllnsumcrs while pr.1dun:rs 
nf n•in-..:,,.,._·nti.11 c1•mnh1Jiti..:s \\.;r.: ;illnw.:d br!!..:r m;irgins . 

. -\hh11ugh 1hc 11\·..:rall pictur..: w;1s ••nc 11f ri,ing pr.1fi1atiility in the p.:ri11d up hi l'IS~. oinsolidat1..·d C.1rp11rat.: :in:11un1• 
Ji,gui,..: lh..: \,1ri;1li1in' in pcrf11rnunc..: h1..·(\\1..·cn pbnts s11m..: 11f which had ciinsi:-.h:nlly mad.: loss.:s. r\s ,1f June l'IS5. 
tw..:nl~·,ix !'lanh - nut ,,f ;i tnt;1I 11f 11\"..:r 15tl under '.\101 sup.:r\isi1in - h;ul n..:g;iliw c:1pi1al. ..:ilhcr fr11m th.: d;1l.: of 
th..: Pn1d.11n;1ti•10 11r ;1s ;1 r.:suh nf ac .. ·urnub1..:d 111ss..:,.. r\n111hcr h:n pbnls had l:ir!!.: a..:cumub1..:d ddicih ;i~ ;1 r..:suh 
,,f 01n,.i,i...-n1 op..:rating In"'.:". T,11.1l 11pcr;11in!! (,,,.,..:, hd,ir..: l;1x;11i1in haJ in.-r.:;1s..:d fwm Birrl~.h n~illi11n in FYl•ISIJ 
Ii• Birr~h milli,1n in FY i'I~ and n".: a' a pr••1ll•rli11n 11f t.1t;1l prnlih Imm 7 p.:r c..:nl In 155 per cenl. Ck;1rly. 1h..:r..: 
was ;m und..:rlyin!! 1r..:nJ f11r 1h..: lin;mci;1I p,1..,i1i1in 11f (,,,..,.nuking ..:nl.:rpri,..:s 111 d..:1..:ri11r;11.:. 1" 

:\l"ii:r FYl 1 IS~ 1h.: IPEs· lin;m..:i;1l p.:rf11rm;111ce d.:1.:ri11r;11..:d a.:r1"s lh..: h11;1rd. T,11;11 pr..:-1:1x prnlih k\dkd ,,ff at 
;miund Birrl711 milli1in in FYl1ISt1 and FYl'IS7 ;inJ 1h..:n drnppeJ 111 Birr77A milli11n in FY l'lS'I: br hdnw lh.:ir k\"cl 
in FYl'l7S in r.:al t.:rni... Thi: dct..:ri,ir;ili1•n in lin;mcial pcrf11rn1;1ncc w;ts '.:en all hul tw1111f lh..: ( \1rp••r;11i110s. Afl..:r 
;1 d..:..:;id.: nf sl..:;idy "'"'..:' 1h.: < ·..:m..:nl ( 'nrp,1r;1li1m m;m;1g..:J 111 m;ik..: ;i sm;1ll prulil in FY l'IS.'i ;mJ FY i'IS•l ;111d. 
thanks Ill ... 1wn!! .:xp1•rt s;1k,. 1h..: l...:;1Ih.:r ;md Shne C11rp11r;11i11n r..:!!i,lcrnl a s11..".1dy !!r1m1h in pr,1fir.. up h1 FY l'IS.'\. 
lhnugh ii.. pr11fih ;ii"' kll in FY 1•1s•1. 

Ex1•!!.:n.111.; Lictnr-. pby.:d a m;ij,1r p;1rl in r..:du...-ing C11rp11r;1t<: prnlils. Tnt;1l n.:l-..,;110. in...-omc sl;1!!n;11nl al ;irnund 
Birr2.ll1Ml milli110 fr11m FYHS7 In FYl•IS'I. \\"hik (\:m..:nt C11rp11r;1li1m sale-. n..:;1rly 1ripkJ 11\cr lhi ... p.:ri11d ;md 
l...:alhcr ( ·orp11r;11i11n .,;1k .. c11n1inu..:d Ill rise ;11 ;1 ... 1..:ady r;il..:. n..:1- ... ale in1..·11m<: in 1h.: Sh.1r..: ( ·11111p;mi.: ... ;md M..:1;1lw11rk 
( -.1rp11ra1i11n drllpp.:d hy '""" ;md .n p..:r r..:nl r..:sp.:rli\".:ly. Thi ... wa-. p:inly <lu1..· Ill ;1 rcdudinn in 11111p111 a ... " rc ... uh 
of \U(lply wn-.1rainh. Th..: ... c ..:nh:rpri ... ..:-. dep..:nd h..:a\ily on imp11r1.:d inpuh and'" 1h..:y ha\.: h..:.:n ... .:v..:rdy afkrt.:d 
hy r.:;il mis in lh1· for..:i!!n cxch;tn!!C all.1c;1ti1in. The .,(ow-down in cc1inomic ;1c1ivi1y and µradually ..:ro-.ion of per 
rnpita incom.: .. ha\"c ;1(..,0 pby..:J a parl in r..:d1Kinµ dcm;md f11r ... 11mc prodm·1s. lnn1..·;1.,._·., of saks 11f c.-. ... ..:nlial 
commodiii..:o; - fo11d ... 1uffs and lcxtik ... - ha\".:, fnr in,lan...-..: .... tow..:d dnwn lo a lower r;ite lhan lh..: !!rowth in pnpub1i1in. 

,\, ... aks .. 1aµna1.:J inv..:n1ori..: .. ina..:;1,..:d fro.n a Iola! of Birr757 million in FY l'lSl1 to Birri'\117 million in FY 11lS1l (sec 
T;ihk A-11 ). Ahhou!!h the r;11i11 of imenlory 111 µro..,... ""k' incom..: (lurn11vcr) h;1., fallen fr11m o\"er 511 per c..:nl in 
FYl'l7S 111 ~2 p.:r c.:nl in FYl'l,'\'l. 1hc rali11 ha' d.:1eriora11:d in 1h..: Cl'C of 1hm.c ('orporalions w11r .. 1 ;ifkclnl tiy lh..: 
... low-down in ..... 1.:,: 1h..: ra1i11 r11 .. l· fr11111 5~ per c..:nl in FY l'lSt1 lo ltlt1 per r..:nl in FY 11lS'l in lhe case of lhl· 
Mct;1lwork < '11rp11r;11inn ;md lhe r;11in ;1bo <l1rnhlnl for 1he Share ( 'nmp;inic.., r.:;1d1inµ 1...i p..:r cenl. 

R..:duclion' in ci...h llow "'"' h;11I a f11ll11w 11n dfn·t "' di ... 1rihu1i1r.., and r.:l;1il 111111.:h d..:by..:d lh..: sellkmcnl of 1h..:ir 
;icc1111nh. r\rcouni... r..:n·iv;ihk r11 ... ..: by 11\1..·r 511 p..:r •..:nl fr1in1 Birr.UIS million in FY i'IS~ lo Birrt...i5 million in FY l'lS•J 
;md in 1ha1 y..:ar r.:pr..:,1..·nt.:d '!.7 p.:r r..:nl of 1h..: C"11rpor;11ion-.· rnn .... 1lid;11..:d ;1..,.....:h (;i... m1Kh "'~I per •..:nl in lhe ca ... e 
of 1hc Food< "orp11ra1i11n) ;,, wmp;1r...-d wi1h IS p.:r n·n1 in FYl•l7s ( ... ..-..:Table A-10). Thi., ha., hccn" major dr;iin 
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on enterprise liquidily. Rising material costs coupled wi1h tight controls on factory-gate price rises have also 
con1ributed to a reduction in profil margins across the board. By FY1989 the average profit margin on sales was 
only 4 per cent, lower than in FY1978, and fi\·e or the eleven Corporations were making margins or less than 5 per 
cent as compared with two Corporations fo1e years before. 

Tabl~ 2.21. Corpor.ation n~t incom~ bd'on tax. ~tttrd ynrs 
(Mill ion Birr) 

Corporation 1978 1982 1984 1986 1987 1988 1989 

Eth. Food 1.8 16.2 17.3 30.6 22.1 9.9 9.7 
Eth. Sugar 5.5 18.7 24.3 16.5 14.6 11.2 19.5 
Eth. Beverage 21.3 14.4 31.4 32.2 21.6 14.0 8.4 
Nat. Tobacco 12.7 25.2 19.5 24.0 31.6 35.8 23.4 
Nat. Textiles 3.1 24.4 13.2 14.5 14.0 -1.7 -27.1 
Nat. Leather -1.0 .3 9.3 8.6 24.1 38.5 24.6 
Eth. Printing 3.6 10.5 15.2 18.1 20.1 17.7 14.6 
Nat. Chemical 1. 1 13.3 20.9 12.8 22.2 18.5 5.9 
Eth. Cement -2.7 -6.2 -3.9 -2.9 ·2.0 2.3 2.4 
Nat. Metalwork 7.9 15.3 29.0 17.9 15.1 15.0 3.1 
Share coq>anies 3.4 2.9 7.2 18.5 8.2 8.7 1.0 

llEI 49.7 125-8 169.2 165.4 176.8 153.9 T7.4 

Source; Based on the Balance Sheets and Profit and Loss acc<ll.rlts 
of the MO! supervised Corporations provided by the MO!. 

The dctcriora1ing Corporate financial ptlsi1ion is reflected in other fin~u.:ial indicators. Returns on tolal net-fixed 
asscls m;e from 19 per ccnl in FY1978 lo 41 per ccnl in FYJIJSH (!·cc Tahlc A-12). In 1ha1 year, four or the 
Corporalions regislercd profi1s which exceeded lhe hook value or fixed assels while only the Cement, Textiles and 
Sugar Corptnalions had a ralc of return of less 1han 25 JX~r cenl. These exceedingly high rales of rclurn were 
ptls.-;ihlc, in large parl, because much of 1hc plan! had hcen fully or almosl fully deprecialcd. As new fac.1ories were 
inaugurarcd aflcr 1984, 1hc rale of rclurn on hook value fixed assels inevil;1hly fcll 1hough 1his !rend was amplified 
hy falling profil margins and lhc slagnation of sales. By FY1989, 1he rel urn on total fixed as.-;ets had fallen 10 12 per 
cenl and six of lhe Corporations were rcgis1cring relurns of less than 25 per cenl. Of 1hcsc the Cement and Textile 
Corptnalions, holh of which had bencfi1ed from suhs1an1ial inveslment in lhe previous five years, were in lhe weakesl 
ptisilion. The Ccmenl Corporalion's profits were well hclow an acceplahle relurn on inveslment al 2 per ~enl while 
lhe Textile Corptnalion registered a loss. As a resuh of low levels of inveslmenl the Prinlin£ and Tohacco 
Corporalions continued lo regisler relurns lhat exceeded lhe hook value of fixed assels, !hough ihese were much 
reduced. Owing lo the Corporalions' low equily hase the rale of return on ne1-worth has detcrioralcd lo an even 
grcalcr extenl lhan lhe return of nel·fixcd assets (sec Tahlc A-U). 

Despite 1he rapid increase in pre-lax profits in 1he period up lo FY1984, the Corptirations' financi;1l position has 
always heen weak owing lo suhs1anti;1l transfcrs of funds to the Central Ciovcrnmcnl. The government has drawn 
on Corptiration profits hy applying a c;1pi1al charge of 5 per cent of pre-lax income, which represents the rel urn on 
government cquity, 111 and corporate tax al a rate of 50 per ccnl. Borh the capital ch;1rgc and income lax ;ire levied 
at the plant level. Consequently, C11rpor;11ions arc unahlc to offset the losses of one enlerprise against the profils 
of anolhcr and Corporations 1ha1 have registered a loss overall have had to pay some Corporate tax. Those 
enterprises that have made profits after lax must surrender 1Xl per cent of lhesc profits · termed the residual surplus · 
lo the Ministry of Finances within six months. The rcmaininE? JO per cent of residual surplus - cquivalenl to 5 per 
cent of prc·lax income, excluding capital charge payments - may he added lo the Corporation's general reserves (sec 
llClow). However, when these general reserve:. reach 30 per cent of the government's equity holding all net-income 
;:flcr tax must be surrendered to lhc Minislry of Finance~. Consequently, net-income aflcr lax amounts lo ju~I 5 per 
cent of pre-tax net income. 



Since l'l:\11. transfers in the form ,lf l'orpt.lra1i,1n tax ;mJ capital charge ha\C awragcJ al k;L'I 55 per cent •lf 
Corpt.lr;11c pre-lax inC•lntC. though in F'fl'IS.'\ anJ FYl'l:-N the a\"cragc :.lse lo ho anJ •rl per cent n:,.pecti\-d~ (-.cc 
Tahlc A-1-'). In FY l'IS'I. the t.11al nct-inwmc or the Corp.1ration" arti:r tax am.mnteJ hl kss than Hirrl milli,1n. 
three Curpt.lra1i,1ns r..:gi-.11.:r..:J l•lSS•:s ;mJ twu othc:rs hardy hwL:c '-'\en (s.:c Tahlc A-15). In C•lntrasl. ,ml~ one 
Corp.1rati,1n rcgi-.h:rcJ 1,1,.sc-. hd,1rc t;1x in that year. Dctaib of Central C i<l\crnment appnipri;1tion-. in the furm ,,f 
residual surplus transfers arc O•lt induJcJ in the Cnrp.1rati•lns· halancc shccb ur pwfit anJ 1,1ss acC•lUnb. lt.l\o1;cwr. 
Jata prn\iJcJ hy the '.\tinistry ,1f lnJustr·y· rewal.; that these transfers totalkJ Birr7'U milli,m in FYl'>S.'( which 
.-epresenls .5<1.;I per cent of pre-lax net-income anJ t:H per cent ,,f net-inn1me after lax. Those Corp.nations faceJ 
with a loss after the JeJuct:·in ,1f Central ( i•wernment appn1priation..; haw haJ h1 finance their operating expenditure 
hy h.1rr,1wing nr fr,lm gc.:n.-ral rc.:sc.:n·c.:s. 

Artidc h ol Pwdam;1tinn lh.~/79. permits each puhlic enterprise to cstahlish a "n:scr\'c fund·_ I:!.' This may he.: u.,c.:J 
to increase working capital; f,1r the amortitation of Jehl. subject to Ministerial appnwal: fm the im~nwcd u1ili:1ation 
of cxi,.1ing capacity: and hi c.wcr lns,.es. Owing to the cxtrcmdy low kwl of transfers to general n;sc.:n·c.:s permiuc.:J 
for pnilitahk enterprise.:-.. withJraw;ils to c•wcr loss maL:ing enterprises ha\·c usually c.:xcc.:c.:Jc.:J transfers from 
pnititahlc cnlcrpriscs lo general rcscrws. From FY1'>7S to FY 1'>1''9 the total \·aluc ,,f rcsc.:n·c.:s hdJ hy the 
CorP'1ra1ions fell from Birrl..i.\.5 million to nq!ali\'l.: Birr27'>5 million (Tahlc 2.22). This represents cumulatiw n..:I· 
l,1s.'\cs after transfers lo Central Cio\'crnmcnt of Birr-12J million •wer the dc\·cn year period. Whik all hut tiircc ,,f 
the CorP'1rations haJ a (l'lsitiw general rcscr\·c P''sition in FY\97S this had re\'crscd hy FY191'''> when only three 
nf the Cor(l'1ra1ions haJ a ptlsiti\·c halano:. 

Table .?.2.?. Corpor.atr grnrr.11 resen·n, sdn:ted years 
CBi rr mill ion) 

1978 1962 198!. 1986 1987 1988 1989 

hh. Food 8.8 6.6 .5 12.3 8.8 ·.4 ·8.5 
Eth. Sugar .;:.i.~ 5.8 8.0 9.3 9.5 9.7 10.7 
Eth. Beverage 15.3 ·5.4 ·3.6 2.3 ·4. 1 ·12.7 ·35.6 
Nat. Tobacco 33.2 4.6 6.7 9.0 10.5 11.7 12.4 
Nat. Textiles 40.8 ·26.4 ·29.8 ·54.6 ·78.5 ·110.7 -149.9 
Nat. Leather ·9.9 ·36.7 ·42.7 ·39.4 ·35.5 ·25.7 ·24.8 
Eth. Printing 1.9 2.6 1.9 2.1 2.2 2.2 2.2 
Nat. Chemical .. 3 ·2.CJ ·3.8 ·2.0 ·1.5 ·.6 · 1.2 
Eth. Cement -8.7 ·20.6 -2; .0 · 18.5 ·36.3 ·80.2 ·74.0 
Nat. Metalworks 3.0 1.3 .9 .4 ·.3 ·3.2 ·10.6 
Share COlll><mies 1.5 2.5 2.0 3. 1 3.3 3.6 3.5 

llOI Total 143.5 ·71.0 ·811.6 ·79.1 ·127.3 ·209.9 ·279.5 

Source: Based on the Balance Sheets and Prof it and Loss accounts 
of the MO! supervised Corpo·ations provided by the MO!. 

The low level of lr;in.,fcr, lo ~ener;1I re,erve .. hy prnlilahlc entcrpri-.e-. and lhe dderior;11in~ 11\'cr;1ll !!encr.11 rl·,l·r\'e 
p11'ilion h;i' mcanl 1ha1 the < 'i1rpor;1li11n' h;1ve heen unahlc lo take a lea.tin!! role in lhe lin;incin!! of their 11wn 
ime,lmenl pro!!r;1mmc'. Where;" lhe C'11rp11r;11ion' finanrnl 52 pl·r rent 11f th..:ir ime,tment in F\'l'ISI. thr1111~h 
lro111'kr' fr,1m 'uh,idiary pbnh. they lin;in.-ed j1i,1 ~ pn n·n1 11f their ime-.tmenl fr11m 1heir 11wn fun,', in lhl· pni11d 
FYl'IS-l 111 FYl'IS.'\: the h.1!;111.-e w;i.. mad,· up hy f!ll\ernnwnl ron1rih111ion' (\..i.I per renl) ;in,I h;111k l,1;in' ('i7.S). 

Tran,frr, from lhe ( 'entral < i11\l·rnn.enl 111 lirunre ime,lmenl projl'l·h h;1w, 11n llll' whole. 11ff,l·1 lhl· •kdinl· in 
l.!l·neral fl''l'f\l''. th1Hlf!h h111h lhe '.\;i11 >110!1 l..· .. 1her ;ind Sh11e and ( \·ml·nt C'11rp11r;1li11n' h;i\·l· temp,1r.1rily -.ufkrl·d 
nn!ali\e c1pi1;il P•"i1i11n'. T111al n111i1y ;nne;iwd fr11m Birr..i7..i.o milli11n in F'r 1'17:-i 111 Birr72..i.'i rnilli1111 in FYl 1IS11 
while llll' ...... 1 \,slue 11f !!ll\l'rJllllenl l·qi.i1y inrfl'Ol'l'll from BirrJ'\I milli.in lo Birrs7..i.1 million 11\l'f thi' rwriod. 
'.\l·\erlhcle". l11n!!·ll'rm h11rr11winl.! innl'il'L'J ;11 a f;1,kr r.1ll' ;inll lhl· 11wrall lon!!·lerm dehl·eq11i1y ralio frnm rn'l' 
fn1111 11. ('l'f n·n1 in 1:Y1117.'\ Ill .• pe.1~ 11f ~I) rwr l'l'lll in l'Yl'IS7 and 1lwn kll ,1igh1ly in FYl•IS.'\ and FYl'IX'I ('l'l' 
T;1hk 1\-111). Tlw dl'!!fl'l' 111' dq1l'lllklll'<' on 111111.!·lnrn h11rr11winl.! 111 lin.111\·l· new in\l·,1111l·111 h;.., \;irinl rn11'idn.1hh 



hclwccn (. \irpo.>ralions. Thc Tohacco Corpo.ir;tlion ha. .. hccn ahlc lo finance all ,1r its im·cslmenl OU( or capilal and 
!he Sugar and Chcmical l \>rpo.•ra1i,,n., higclhcr \!oilh lhc sharc companic:s ha\·c managed lo kc:c:p lhcir long-lerm dc:hl
cqui1y ra1i,is rdali\·dy low. In lhc case or 1hc '.\klal Worb and Textiks C.\>rpt•ralimt.'. on lhe olhcr hand. 1,1ng-1crm 
dchls excct:JcJ capilal in F'l'l'>S'I. 

L,1w ne1-inwmcs arlcr la.x haw abo afkl1cd lhe Corpo.1ra1ior1..-.· liquidi1y. The ltllal \·aluc or ca.-.h or. hanJ al lhe hanL: 
ndJ hy lhe Corpo.1ra1ior1..-. pc:aL:c:d al Birr I'll) million in FYI'~}. II droppc:J lo arounJ BirrlllO million during lhe early 
NS.ls anJ lhcn fc:ll lo Birrh.\ million in FYI•>x9. lcs..'i lhan lhe \·alue held in FY1978. As a result enl..:rpri.-.cs ha\"e 
hcen forecJ h• horrow lo finance opc:raliona1 COSlS. In FYI•~) lhe \"alue or shorl-term loart.'i were equi\·alenl to 
ahuut 52 pc:r ccr.t or lhe Corpo.1ralitlOS° Ca.\h lln hanJ; hy FYI'~") lhe Corpo.iraliort. ... shorl-term wa.-. -15 limes lhat 
\"aluc: or their ca.,h ''" hand. 

The: Commcr.:ial BanL: of Elhit•pia pr.1\iJcs credit for 1h,1sc enlcrpr!scs in financial difficulties in lhe form of krrn 
l,>ans or o\·erJrafl facililic:s. Owrdrafl facili1ics should he repaid in a single irt. .. lalmenl al lhc enJ of the year. 
llowewr. lhcy arc u."ually rencwcJ aulomalically and. in pra1.."licc. hlllh lhc hanks and lhe cnlcrpri.-.cs regard 
owrdrafls as credits which nccd not he scniccd. As a rcsuh lhc Corpo.1ralior1..-.· cor1..o;olida11:d shorl-lc:rm Jehl more 
lhan douhlcd from Birr:-17.1 millit10 in FY 197S lo Birrll"K~.I million in FYl'hN (sec Tahlc A- 17) and shorl-lcrm crcdil 
has a.\sumed a L:cy wl.: in lhe financing of public cnt.:rpri.\Cs. Although lh.: propo.irlion of short-lcrm 1,1ar1..-. in 1hc 
Corpo.1ra1i,ins· cons11liJ;i1cJ lolal liahililies has droppc:J fmm Ill per ccnl in FY19'7S lo X per ccnl in FYI%") anJ lhc 
prop,1nion of shorl-lerm lo;ms in 1t11al C.\irpo.1ra1i.m hl1rrt1\!oing ha.o; fallcn frnm 511.6 per ccni in FYN7S lo 23.-' per 
cc:nl in FYf'>SS. shllrl-lcrm horniwing has always hecn quanlilaliwly more impo.1rlanl lhan long-lcrm l>l1rrn\!oing fn1m 
J1•mcslic hanks. 

As lhc Corporalillns· liquidily po.>silion has lightcncd in rc1..·cnl ycars. retaincd incomc ha.o; hecn insuffici.:nl 1t1 c1wcr 
rcpaymcnls and slippage: on long-lcrm d.:hl scnicing has als,1 incn:ascJ. This is parlicularly lruc of 1hc hank 
fin;mc1.d inwslmcnls of lhc carly anJ miJ- Nl'ills which had high gcaring ralc'.'1 anJ an: now suffcring from low prnlil 
lc\cls. By FY 19S') accumula1cJ ;irrcars on intcrcsl and principal owcd 1t1 1hc Agricuhural anJ lnduslrial Bank 
(Al DB) am11un1t:J lo BirrS.'\ m illi1 m nn ;in nulsl;mJing principal of Birr lh 7 millit m. Th.: P' •or pcrformancc of loans 
hi lht: puhlic !'IC.:lor has mc;tnl 1ha1 1hc Corpora. ,lQs ha\c passcJ on thcir cash-flow Jifficuhics l lhc hanking syslcm 
and w.:ai.:cncd ils financial pt•silinn. In orJcr lo aJJrcs..'\ 1his prohlcm lhc MOI issucJ a Jirccli\"c in NS) 1hal loan 
rcp;1ymcn1s sh, •ulJ ht: char gcJ ;1~;1insl ~cncr;1I rcscn·c nr. if lhc gcncr;1I rcscnc was insufficicnl. ag;1insl pre-lax prnlil 
hy crcJiling a ncw Ln;1n Rnlcmpri.m Fund. This funJ amuun1cJ lo Birrl3cl milli,1n in FY l'>S•>. llt1Wc\·cr. lhcrc is 
sri!I n11 inJic;t1ion 1h;1I 1hc 11u1s1;mJin!! <lchis c;m or will ht: r.:Jccm.:d. 

lnwnlorics ha\c alw;1ys l~cn rcbli\dy hi!!h. owin~ 1t1 lhc sh1•rlcomin!!s of lhc Jj.,1rihu1ion and m;irkcling syslcm. 
;ind chi-. h;1-. cx;1ccrh;11t:J !he .:nlcrpri-.c·; lil1uiJi1y t:onslr;1in1s. l "nfor1un;11cly raw m;1lcriab anJ lini ... hcJ goods cannt1I 
he Ji ... 1in!!uishcJ in 1hc J;1l;1 ;1\;1ibhk. llo\l.c\"cr. ;i rcccnl sluJy has -.hown th;1I 1hc r;1w m;ll.:rial lurno\cr ralio (lhc 
,C.1l"k of raw malcri.11., ;md olhcr inpur... mer lhc cosl ,,f Jircl"I anJ indirccl inpuls) for 1hc Corpor;ilion-. ;i., ;i wh,1k 
;m111un1cd tu 2 lh J;1y., in l'>S..J. \;1rying from ..J.'\ J;1y-. in 1hc c;1sc of 1hc FooJ l'orpor;irion 1t1 5'1.\ J;iys in lhc c;1-.c of 
lhc l'cmcnl Corpor;1tion. Eight of rh.: c.-.1rpor.11iuns m;1in1aincJ r;1w m;1lcri;1I -.1ucL:s suflicicnl 1t1 t:o\cr more 1h;m 
f11ur monlhs ,,f prmlu.:cion ;111J f11ur h;1d suflicicnl !'>lods lo maint;1in t1pcr;1lion!'I fur morc Chan a yc;ir. Th11ugh 
cnlcrpri,cs's m;iy h;1\c lo m;1i111;1in rcbli\"dy brg..: imcnl11rics ;1s ;1 buffer ;1gainsl Jl."by-. in Jcli\"cry. lhcrc l·;m ht: li11k 
ju,1ific;1li11n f11r imcnloril·, 11f nwrc lhan six munlhs. Thi, inJic;itcs poor slock m;m;1gcmcn1 anJ a failurc lo c11-
urdin;itc pro<ltll"li11n opcralion,_ The finished !!ooJ.,-turno\"cr ratio (lhc !'llod of finished goods Ji\iJcd hy the cosl 
of !!•lolh \old) ha!'> been ... ignilil".tnlly lnwcr. ;1\cr;1!!ing ~7 Jays in l'>S-1. ;mJ r;inging from 7 J;1ys in 1hc c;..,c of 1hc 
J'rinl in~ Corp11ra1i11n h 1 I ~..J J;1y' f11r 1h,: T cxl ilc Corp• 1r ;1t ion. Four of lhc l'orpur;11ions hdd sli 1ch of finishcJ !!"' llh 
in exec" of llNI tl;1y'. In n11rn1;1l l"ir.-ur•,t;mn.:s cnlcrpri'c' c;tn hc cxpccll."l! lo hold lini,hcJ g1111lh imcnluril·., 
cqui\;1kn1 lo no nwrc rhan ;1 monlh ,,f pr11dtll"lion. The p11or pcrf11rm;mcc 11f E1hi11pi;an indu,lri..:' 11n thi, l"11lllll 
rdkch poor co-ortlin;1I ion hd\\ccn 1hc .Ji,t rihul ion ;1g1."ncics ;ind protlul·crs. I he in.1tl..:qu;11t.: di,1 rihulion inf r;1,I rm·1 url· 
whid1 rc,ulh in Jcby, ;ind lhl· pr11dudi1111 of unpupubr ir.:m, \\hil·h rclailcr!'I arc rdtll"l;ml to purch;"c. 

fk,pilc brgc imcnloril·'· Ol•hl 11! rho.: l"11rpor;1li•111s h;1\t: ;1n unf;1\1111r;ihlc nirrl"nl r;iliu (currcnl ;1,sc1s:n1rr.:nt 
li;1hili1ics). ldc;1lly, rhc rnrrl·nr r;1li11 ,1111uld he ;iround I j hul ir h;" Lillcn from 1.7'> in FY 11171' lo I.~~ in FYI•>,-.; 
anti rc;Khl·d a lo\\ of I.I<• in f-"Yl'l.'\..J ('l'C Tahk :\-IX). Thl· situ;1linn \";iric' from C'orp,1ra1ion lo Corpor;1lion, lhl" 
r;ilio hcing ka'I fo\"1111r;1hk in rho.: Tnrik,, Food anti C"hl'mir;il' C"11rpor;iiion' Pwing lo their brgl· shorl-lcrm d.:hl 
hurtlcn. If 1hc ;icid rc ... r ralio (1khr11r' ;111.t c;1,h on h;mtl: rnrrcnr liahiliril·.,) j, <:akularnl rhc: ... iruarion i' sho\\n lo 



be e\-cn more precarious. The ratio shoulJ be around 1:1. hut the o\-crall \"alue for the enterpri.'\Cs under MOI 
supenision wa.' 0.-U in 19~"9. The ratio of h>lal ddll (long· anJ short-term) i.-. equity is al~1 unfan1uraMe. Gi\·cn 
the Corporali,111..,· wnsideraMc dcpcndenl-c on short-term financing a dctll:equit~· ratio of t.2:1 would he ml>sl 
suitable. Since the early N:-il>s. howc\"Cr. the ratio has COll.'iL'>tcntly been ahtwc 2:1 and there has been no significant 
imprm-cmcnl m.:r thi.'> period (sec Tahle A-19). 

There can he no doutll that the ma.'-'i\·c transfers from the Corporations lo the Central Go\"Crnmenl ml."r the pa."1 
decade ha\·c ad\"Crscly effected the operating efficiency of the IPE'> a.'> well a..'\ rendering their financial position 
unstable. Retention of a larger proportion of residual surplus would enable enterpri.<;es lo finance their \11.-orking 
capilal oul of opcralional prnfi1s. build up rcscm;s for fulurc in\"Cslmenl and reduce dependence on a severely 
slrained banling syslem. Operational losses and expendilure on inleresl charges could he reduced by the 
cun.'iolidation of accounts at the Corporation level for ta.ulion purposes. thereby allo\lloing lran.'>fcrs between 
enlerpri.'iCs. Proclamation ltd/"'N alread~· has prmi'iion for the elimination of accumulated los .. '\Cs 1hrnugh budge1ary 
grants, several of which ha\·e been awarded lo the m•.>"l scrimL'ily indetlled enlcrpri.'ies in the pa.'il. Howe\"Cr. those 
plants with suhs1an1ial accumulated losses could he a.'i..'iisted wi1houl transfers from the go\·ernmenl budget by 
allowing them to credit their afler-la.x earning.<; to rescn·es before la.x. Since lhe retention of a large pwporlion of 
earning.<; would distribute resources lo the most profitable enterprises. thi.'> measure should he accompanied hy a 
restructuring of the tariff s~"slem lo ensure thal profitability correspond<; with efficiency. In the long term. 
unprofitable and inefficienl enterprises should he closed. 

G. IMPORTS AND EXPORTS OF MANUFACTURES 

Import dependence. measun:d as the per ccnl ratio of lotal imports to total domestic supply, has increased from 13 
per cent in FYN75 to IS.5 per cent in FYI•~, (Tahle 2.23). Thi.' may lie explained, to a large extent, by the 
agricultural sector's failure lo meel the growing demand for food which has neccs..,ilated ma.'i..'iivc food imports lri'iing 
from Birr75.t1 million in FYl9:-il) to Birrti07A million in FY1•~1). In conlrasl. while the \·alue of imporlcd indus1rial 
products has incrca.'ied al a rale of 7 per cenl per year m·cr lhc FYl975 to FY1'>8<1 period, this increase has been 
oulstripped by an 11 per cent growth rate for domestic induslrial oulput (al current prices). As a resuh. lwerall 
import d..:pendcnce for industrial goods has fallen from 3K7 per cenl in FYl975 to 30.1 pcr cent in FY1'>86; a !rend 
lhat has been acctimpanied hy a fall in the proportion of industrial goods in lotal imports from h73 per cent in 
FY197510 5'1.9 per ccnl in FYl'JSI, (sec Table A-1). 

This may he altrihulcd. in part. to the succcs.'> of the government's strate~ry of imporl suhslitulion 1hrnugh lhc 
development of induslrics satisfying basic needs and domestic consumer demand. However. in the context of foreign 
exchange shortages and s1ric1 conlrol of imports. measures lo curtail imports of non-csscnli;1l indus1rial goods h;1\·e 
also had an impacl on lhe refa1ive decline of induslrial imports in the total import hill. Thus. a significant fall in 1he 
lc\·cl of import dependence for inJuslri;1I goods may he seen in drought years (such as FY1985) when foreign 
exchange resources arc divcrlcd from imporls of m;mufacturcd goods to food and olher essentials. Consequenlly, 
part of the suhs!ilulion effect may have been achieved hy failing ro mecl the demand for imported goods. Ralioning. 
queues at shops and scarcily rcnh for ht11il domes1ic imported and domestic manufactures testify to the facl lhal a 
large proportion of lhe domcslic demand for manufactures is nol s;1lisfied. 

A hre;1kdown of industrial 1mporh hy end use suggesls lh;1I lhc import suhstilulion cfrect has hcen slrnngcsl in the 
c;1sc or final goods. However. 1hc proportion of intcrmcdi;1le goods in 101al imports h;1s fallen from L\.h per cent 
to 11.7 per ccnl owr th~ FYl'Jl'ill 1t1 FYl'>X.'\ period and inlcrmcdiatc goods ha\·c also declined as ;1 proportion of 
domcslic indu ... trial supply. Dat;1 on lhc slructurc of indu ... 1rial inputs (including raw m;1teria(.; anJ covcrin~ imporls 
for use in manufacturing) confirm th;1t dcpcn<lence on imported inlcrmcdialc goods and raw materials has JcdineJ 
over this period. 

Meanwhile, dependence on imported capital gooJs h;1s increased. In the absence of a domc.,tic engineering 
-.:apahility, E1hiopi;1 ha., lo import virtu;illy ;ill of its machinery and quipment and mo .. 1 of its spare p;1rls. As the 
govcrnmcnl implemented irs TYPP. imporh of c;1pit;1l g111iJ, increased from Birr+lll million in FYll>XI to Birr7."\Cl 
million in FY l'>Xf, (sec Tahlc A-1 ). Over this period capital grnids ;iccountcd for .\'\.h per cent of total imports - a 
l;irger proportion t h;in con .. umer goolk 



Ahh•'U,l!h lhl· l·l·111t.uny· .. Jqll·mk1:n- on imt"'rh.:J G1pi1al ,l!•M"1s sU~l· .. is ;1 p;1lh f••r fu1ur'-· iml"'rl .. uh .. 1i1u1ion. lhc.: 
Jc.:wlopmc.:nl of lhi, "''-·d1>r mu .. 1 I"-· ;1l••n,l!·lnm1•hjn·1iw. Al pn·Sl·n1 Hhiopia bd: .. lhl· h;1 .. il· l·n!!inn·rin,I! imlu .. 1ry -

;1 . !.orlnunin,I! th'-· r\k;1ki Sp;1n· l';1rt.. LKl11ry. "l"-·nl·J in l'IX.'\ ... n:k .. lo ;itldrc.:-.., - ;mJ lhl· 1n·hnil·;1I .. kill .. nn·...-.. .,;1ry 
for .. ul·h projt:<h. ( ·.,n,n1ul·n1ly. lhl· prinriry ;ul·;1"' for imp•>rl .. uh .. 1i1u1i,1n will nmlinuc.: 111 Ill· in thl· pr1"111di11n uf 

(1111.,um...-r ;111J inkrml·Ji.111: !!'""''· p;1rtil·ubrly .. u.:h inJu .. 1ri...-.. ;1s olkr oppurluniti..:s for J,11111:.,tit· rt" .. ourn· 111ili1;11ion 
;mJ "''' will h;1n· th..: )!n·;1ksl im1l<•rl .. uhs1i1u1ion 1.:fka·1. 

lmp.lrl .. uh ... 1i1u1inn h;1s l'l·l·n r .... 1\.·r..:d hy ;1 pro1n·1i\·..: lr;1Jl· ..:m-ironnl\.·nl. Thl· pri1Kipal nmlrol on imporh i .. 1lw 
import lil·..:nl·t:. hy whil·h lhl· )!O\...-rnnwnl r...- .. 1ril·i.. imporb uf ,1!•""1"' .. imibr lo 1h,,,,.._. m;muf;..:lur<J in Hhi,1pi;1. In 

;1JJi1ion. imf"nll·J !!'""'"' G1rry .. uh .. 1;111li;1I July l·h;1r!!..:s. lh1lU,l!h 1h...-.. ...- v;iry ..:un .. iJ...-r;1bly fr.1111 pnl<lud In pnl<lurl. 
:\ .. urwy 11f lhl· slrul'lurt" of pro1n·1ion u11J...-r1;1k..:n hy th..: WorlJ lfank in l'IX.'. n: i11Jil·;11l·J th;1t lht: N11min;1I 
Pro1..:...-iion Codfo:i..:nl 11\l'C) r;lll)!l·J from 2.2 ( 1211 pl·r c..:nl prokl'lion of oulpul) lo 11 . .J7 (:\.\ pn n·nr n•:)!;11iw 
pru1n·ti11n). wirh ;1 wi.:i,l!hll·J ;n...-r;1!!'-. uf 1.11 fur lh..: 1'1 ..:nl..:rpri.....-s surwyi:J. l>isp;irili'-·"' w'-·n· ..:n:n hru;llkr - r;m,l!in!! 
frnm ti.II.\ In ni.:,1!;11in· •>.:-N (imlil·;1lini-: n..:,l!;tli\l· \;1lu..: ;1JJ...-J ;11 wnrlJ m;irkl·t pri...-...-~.) ;uuuml ;m ;;·;;:r;1!!'-. uf l..\t1 - whl·n 
lh..: Elkdivc.: l'r<1l...-clion ( ·odlil·ii:nl (El'(') w;1s l·akub1...-J. A mor..: rnTnl .. 111Jy of lht· lc.:xrik in.t11 ... 1ry. 11ndc.:r1;ikt·n 
in l'IX7 ... h11ws lhal lhnt· di ... p;1ri1ic.:, 111;1y ll\: ju .. 1 ;1"' wiJi: wi1hin ;1 hr;1m·h. r\hhuu,l!h lhc.: NP<· w;" G1kub1nl ;..,. ~.C~'\ 

for ;111 15 tc.:xlill.: ~n1...-rprist·., slmlil·J. lhc.: El'(' r;mi-:t:J from II.I:'"' nq.~;lliw 15..J. 

Sul·h wiJ...- Ji .. p;1rii·, .. in lht: dt:,l!rt:t: ,,f pwtn:lion ;iriorJc.:J In t";Kh i:nl...-rpri .. ...- dkrliwly rt:Ji .. 1rihuh: rt· .. 11Urff .. wi1hin 
lhc.: inJu .. 1ri;1I s..:l·lor hy t·n;1hlin,I! prolt"dt·J firm .. h• ch;ir,l!t: hi,l!h...-r th;m wurlJ m;irkt·I pril·c.:s ;mJ laxin,I! firms with 
nt:,1!;1liw prnk<linn (whc.:rc.: lhc.:y .. c.:11 al lll·low w11rlJ markc.:I pril·..:s in lhi: Jomc.:slic markd anJ/11r p;1y hi,l!hc.:r lhan 
worlJ m;1rkd pril·i: .. for 1h...-ir inpub). Thi .. m;1y r...-.. ull in ;1 k-.., 1h;m oplimum u .. c.: uf r..: .. 1111n:...-.. whc.:r...-. a .. holh lht· 
\\'orlJ Hank anJ kxlik· .. ...-l·lm .. urwy .. <lt·mun .. 1r;1h: i .. lhl· .:;1.,t· in Elhinpi;1. lht· pn1kdi1111i .. 1 polil·i...-.. haw h..:l"ll u .. nl 

In .. hidJ incflil·ii:nl firm .. (;" m..:;1 .. urt·J in lc.:rm .. of rh...-ir l>11111cslil' Rnourr...- Co .. 1: sc.:t: Sc.:•:!!•.111 II.I>). While.: lht: 
prolt:clion of indlil-it·n1 lirm .. nuy hi.: jm.rilinl in rlw .. horl-lc.:rm on lht· infanl i111lu .. 1ri•:"' ;1r,l!Umt·n1. lhl· WurlJ Bank 
-..1mly argu...--.. 1h;11 llK dlil·ic.:nl'y 11f .. umi: of rhc 1m1lc.:dc.:J branch...- .. of m;muf;Kluring haJ nol improvnl uwr ;1 kn 
yt:;1r p...-ri1l<I. Thu ... lht· .. 1rudur'-· of pro1n·1i11n ha-. nol promolnl imluslrial dndopmc.:nl 11n lhc.: lir1'-·" of poknlial 
(11mpar;11iv...- adv;ml;1!':l. ;mJ ha .. r...--..uht:J in a .. uh-..1;mlial opporlunily co .. 1. l lmkr 1h...-.. ...- l·irn1m .. 1anr...-... rdurm of 1hc.: 
.. 1ruc1ur..: uf pro1n·1i11n l·,1uld innl·:..,l· t"<onomil· h..:ndii... ('n: Sn·1ion I\'.(·). 

In r.:t·t:nl yt:;1r ... pri11ri1y h;1s hn·n !-'.iwn 111 1hl· promolion of m;mubrlurnl l·xporh a .. lht: gon·rnmt:nl h;1' sou!-'.hl lo 
Jiv...-r .. ify cxporls aw;1y from n1fk...- and hoo'I 1111;11 fon:i,l!n t:xt·han,l!t: t·;1rnin,I!"'- S1Kh i .. lhl· imporlanrc.: ;111adw.t lo 
inn.:;1 .. in!! manuf;1rlurnl t·xporh 1h;1I 1hc.: go\"c.:rnmcnl h;1., hc.:c.:n prqMrnl lo .. uh .. itli1...- lhc.: lo._ .. .._.., 11f t:nlnpri .. l·., 
.-xporlin!! ;11 lo .. lh;in n"I prit"l" ;11 1hc.: ;if1il·i;1I cxrh;m!-'....- r;1lt:. In ;11l1li1ion. t·xporlin,I! .:nlnpriw .. haw h.:ndi1.:J from 
prc.:frrt:nli;1I ;Kee.:'" lo r;1w 111;1lniah. f,•rl·ign nd1;ingi: ;111J rrnlil ( .. .:.: Scrlion I\'.('). Thi .. polil·y h;1., prll\nl 
SlllT&: .. .,fut. Thl· v;1lul· of m;11111Lir1 urnl nporh inrrc ;1~nl -..k;nlily from Birr.'\\. 7 million in FY l'ISO lo Birr I )7..\ 
million in FYl 11S7 ;inti lhc.:ir .. h;1rt: in lol;1l t·xporh inrrc;i-.t:tl from KS pc.:r cc.:nl 111 1'1.X pn n·nl owr lht: .,;1ml· pnioJ 
("L1hk Z.11). Morcowr. 1h...- r;1k of inrrl·a-..t· ;ippc;1rs lo Ill· ;in·...-kr;1ling. In FY l'IX.'\ rxporh uf !-'.001h 111;11111f;1durnl 

hy MOI -..up...-r\"i.....-d t:nlt:rpriw' ;1l11nt· ;1111oun1nl lo Birrl72.X millinn. Jouhk lht: lc.:wl lwo yt:ar .. hdoH". 

l>opilt· lht· wowlh in 1111;11 nporl \;1lul·.1hc.: rang'-· 11f 111;11111fadurnl npori.. r.:main .. nlrnndy narrow (Tahk .. 2.2-t). 
In !'IS.'<. 7:! pl·r ct:nl of llK l'Xporh of MOI .. upcni .. nl imlu-..1ric.: .. wcrt: gt:nt:ralnl hy lhc.: kalh.:r .mJ kallwr prodm"h 
hr;mrh. 1110,;ly pron·"l·d hi1k-.. and -..kin-..: 1'15 pa n-nl hy frn1d pron-~.-..ing ind11-..1ri1·-... mo .. 1ly .. ug;ir and mola"cs: 
;111.t 75 pn n-nl hy lht· ll"xlilo hr;111d1. prin.-ip;1llv knilwc;ir ;md n·;nly m;uk g;ir111n1h. Th.: nmlrihulion of olhn 
hr;1nrhn wa-.. nt:gligihk· ,1r nil. h1r lhr pniotl l'Y l'lX) lo FY l'IS•l, lhc MOI li .. i... only .\.J t·xporl produ.-i-.. and only 
IX of lh.: ... ...- w...-rc.: nporlnl rl-~'.ul;irly ('i food proilurh, .\ ht·\cragl· produrh. 7 lypo. of prol"l""''l'll -..kin ... ;111d h11k ... I 
ka1lwr produrr. I kxlik prrnlud ;111d s;1h). Thl·'r IX prrnluri .. ;irrounlnl for mrr '10 pn rcnl of lolal nporl 
t::1rning .... Tlw ran,l!l' of produrh nporlnl hy in.tu• :rir, oui..iilr MOI .. upt·n·i,ion i, n111;11ly limilcd: ani111;1I krd ... 11111-... 
fr11i1 r;mning and p;irk;1gnl nw;ll hy l'nkrpri'n undn Mini .. 1ry of S!.111· Farin' ;111d -..oml· hi1k .. an.I -..kin ... karhn 
and lc.:xlik pr111l11rh hy a .. 111;111 numhn of privalr 'lTlnr l'rtlrrpri...- ... 

h1r1lwrmort-. S.'\.-J pn n-nl nf 1h1· 111anuf...-111rnl nporh ol 1\101 .. upnvi ... nl i111l11,!r~r .. in 1hr prrirnl l'Y l'IXS lo 
FYl'IS'I m;1y h\· da"ilinl ;1, prim.in prnd111·h or inlnnu·di.11l" go111I, v.hil"h would lf'Hkr,'.o furlhn pr11n·"in,'. in lhr 
dl·,1inalinn 1·01111lr~ (L1hk .' .'-1). S11d1 prndud ... ;in· d1;u;idrri1nl hy low \',1l11r ;11l1kd. low nuri'.in' ;111d \nl:ilil,· 
prin· ... S1w.1r pr in-, h,1\1·. lor 1n .. 1.111n-, ,111111pnl in rlw 1•1xo, .11111 lhr 11ni1 prin- of npnrlnl hidn and 'kin-.. w;i, !. \ 



(l\:r cent lower in FY ll)Sh than it wa.'i in FY l'ISO. In order to maximi:tc forcign exchangc earnings priority should 
he givcn to cxtending thc range and qu;tntity of export products with a high degree of processing. 

Table .?..U. Imports and domestic supply, P.'1975 to t"\'1986 
(Million Birr> 

llll>Orts 
GOP 

1975 1981 

847 1,384 
5,689 8,097 

1983 

1. 753 
<i,083 

1985 

1,770 
8,902 

1986 

2,201 
9,708 

1987 

2,237 
9,938 

Domestic supply 
llll>Orts as 

6,536 9,481 10,836 10,672 11,909 12,175 

per ce11t of 
domestic supply 13.0 

Industrial illl>Orts 570 
- final goods 115 
· intermediate goods 
- capital goods 
Gross value_9f 
productionJ, 903 

Domestic industrial 
supply 1,473 

Industrial i~rts 
as per cent of 
total supply 38.7 
l~rtcd final 
goods 7.8 

Intermediate goods 
Capital goods 

14.6 

938 
240 
246 
453 

2,400 

3,339 

28. 1 

7.2 
7.4 

13.6 

16.2 

1, 129 
264 
289 
577 

2,632 

3,761 

30.0 

7.0 
7.7 

15.3 

16.6 

1 ,035 
243 
277 
515 

2,848 

3,882 

26.6 

6.2 
7. 1 

13.3 

18.5 

1,291 
262 
287 
742 

2,909 

4,201 

30.7 

6.2 
6.8 

17.7 

18.4 

1,612 
329 
326 
958 

3,20011/ 

4,812 

33.5 

6.8 
6.8 

19.9 

Source: Based on Table A·l and CSA, Re:ults of the Survey of 
Manufacturing Industries, various issues. 

a/ Enterprises employing more than ten persons. 
b/ Estimate. 

S\lme progro:-..'i has already hccn made in inaea-.ing cxp11rh of fini-.hed prndU1.:I~ ;ind the ~101 ;rnticipate-. lhat this 
!rend will C11nlinuc under the FYP (FYl'l'>O-FYl'l'>-l). This forc-.eo:-. h111h an incre;1-.e in the \·alu.: nf cxp11rls acr\lss 
the h11ard ;ind lhc -.hare of finished produch in manufac1ured cxpon-. ri-.ing from 20 per ccnl ti~ -lO per ,·cnl over 
1he plan po:ri11d (Table 2.25). Howe\·cr, lhc rangc of exports ,,-ill still he cxtrcmdy limited. Almos! half the finished 
g11od~ cxported will he textile-. · garmcnts, knitw1.:ar ;rnd fabric-. - and a third will b1: leather produ,·is. E1hi11pia i-. 
thought 111 ha\·c a C11mpara1ivc adv;intage in thc-.e s1:c1ors and the foundati11n-. for incrca-.ed prnductinn and cxporl 
,ales h;1vc alrc;1dy hcen bi J. 

Le,, a11en1ion ha'i hccn given In identifying ncw oporl produch. Thi-. CllUld he d1111e by the pr11motion 11f 
m:inufarlure-. already prndur•:ll in E1hi11pia 11r ncw produrh 1ha1 might he m;111uf;11:1ured -.pccifically for ex1111rl 
markeh. Only three new 1:x1111r1 prmluch ;ire identified in the FYP: hand lnols, pump-. ;111d grain milling machim:,. 
All 1hr1:1.: arc !he pr11duc1., of ncw prnjecls who\e primary market-. arc dPmcstic. ,\ numher of enlcrpri.,e-. have lried 
lo penelralc l''<p11r1 market., with 1.:xi.,ting prPduch. Cher th1.: pa't five years -.hipmenb of mineral water, ciµ;1re1tes, 
canva' ,hoes, kather uphol-.lery and lealhcr upper" hav1.: hccn cxporlcd. llnfor1u.1a1cly, none pf thc·-.c ha\1.: 
devdPped inln rt·gubr 'ale-.. To "'me exfcnl. thc,e failure-. rdlcrl lhc limited capability for 1.:xpPn prPmn1i11n, 
markcling and prnducl pre,enlalion in Ethiopia. 

Ethiopian indthl ry, d1.:\d11ping along the line' of import 'uhslilution, has heC111111.: inward h111king. Owr 1hc periPd 
FYt•JX-l 10 FYJ1>XX 1e,., lhan h prr cenl of loL1I prrnludion wa, exported (1':1hle 2.2<1). Only lhc lealhcr proce"inµ 



and kalh..:r pw<luclS hram·h. which c\porll:J ncarly half of gros· pr.><luclion. c;m he Jescrihcd as cxpori ·•rienled. 
In lhc remainJcr of lhe imluslrial seclor lhe pr''Jll'rlion of 1 .~o<luclion cxpt•rled. !hough ri:>ing. is sliil minima~. A-. 
;1 result. m;m;1gers haw link cxpcricnn: ,,f expt,rl procedure-.. marketing slr;ile!!ies and 1he <lesign of pr,\\.luc<~• In 
meel inlernalion;il slamfanls ;mJ wnsumer pn.:ferenccs. This im.:xpcricncc i". rx;rhaps. lhe grcal•:sl hunllc Ethiopian 
induslry fan:s in its ancmpls h• ('l.'ndr;1le cxpt•rl markcls. Join! wnlures with cxpc1 ienc~d foreign im·cslors may. 
lhcn:fore. pro\·idc.: an oppor1uni1y for the mosl rapid pace.: of expt•rt c.:xpansinn. 

T;able .?.14. Structure or manufactured l'Xports. f"\'1980 and ..-Y198K 
(Mill ion Birr) 

Per cent 
share 

Branch 1980 1984 1986 H87 1988 1988 

food 21.5 31.3 32. 1 33.5 33.7 19.5 
Beverages 0.6 0.2 0.5 0.9 il.S 
Textiles 2.9 4.7 6.0 12.9 7.5 
Leather & products 53.6 62.5 51.3 98.6 124.4 72.0 
Chemicals 0.9 0.2 i.O 0.6 
MOI superv:sed 
enterprises subtotal 76.0 97.3 88.3 13&.9 172.8 100.0 

al 
SSls and other IPE 1 7.7 12.9 30.6 15.4 

Total 83.7 110.2 157.3 

...._,factures as per 
cent of total exports 8.8 11.9 12.9 19.8 

Source: MCI, Statistical Bulletin, VI, June 1989; and CAS, Results of 
the Survey of Manufdcturing Industries, various issues. 

a/ Excluding the oil refinery. 

Table .?.15. \'aloe of manufactured exports by product cal~ory, 
FY 1985 lo F\'1994 
(Thousand Birr) 

Product 1985 1987 1988 1969 

Oil cake and lint 1.4 3.6 2.8 1.5 
Pepper extracts 3.5 6.2 10.5 7.4 
Sugar and Molasses 22.9 23.2 20.3 13.8 
Alcoholic beverages & 
mineral water 1. 5 0.5 1.0 0.8 
S~i·pr~ces~cJ skins 
& hides 57.1 96.5 121.fl 93.1 
Finished leather & 
l cathcr ;irticlc,; 0.0 1.6 3.5 2.9 
Textile product~ 1. 7 6.5 14.2 24.4 
IJ,v;hcd and bagged salt 0.8 0.7 1.0 1. 1 
Tools & pl.JTIPS 

Other~ 0.6 0.0 11.1 0.8 
-------- ---------· -

Total 89.5 118.8 18S.l 14S.8 

SOtE:f.C': D.1t.1 pr0v1,Jrr1 hy the MOI. 

.. ,, Flv~~yr·dr f r)rr•c .i·. r by M1n1·.1ry of lnd .. •.try . 

Per cent share 
Average 

1994 1985-1989 1994 

? • 1 2. 1 0.6 
8.3 5.0 2.6 

17.1 15.0 5.3 

5.5 0.6 1.7 

153.4 65.6 47.8 

42.9 1.4 13.4 
79.5 7.8 24.8 
10.0 0.7 3. 1 

1.2 0.4 
0.8 1.9 0.2 

·------

320.8 100.0 100.0 

--------



T,l dale. nw,.l Elhi,lpi;m rna11ufac1ure' h;1w hcen eXpllrleJ Ill Eunlpe ( hy far the mn,l intpllrlanl lr;1Jing partner) 
;inJ the cc<1tr;1lh· pbnn..:J cC.lO•lnties. Ethinpia·, trading reb•inn,hip with Eunlpc ap~;1rs Ill bl'. SlTUrc. lx:(ause of 
its slalu" a' ;in LDC. ii,. l•lO!,!.-,lanJing lies with h;1ly ;inJ ih stratq:ic r,lk as an np,1r1..:r ,lf pnKcss..:J kalh..:r \\"hil·h 
pnwiJ..:s f..:eJ,.1nd: f,lr E:urnpc·s 11.:ath..:r inJu,lry. lfow<.:\er. 11er..: 1s nwunling n1neern in many cin:ks that th..: 
..:stahlishm..:nl of a sin!,!.k Eumpcan marki.:t in 19'>2 \\ill have a Jctrimental dice! on ..:xporls of manufactures frnm 
d..:\·dopin!! 01un1rie-;;_ The signin!,!. nf the L,lm<.: I\" agreement in Dcccmh\'.r l9S9 \\ill allay some of these frars. Of 
rarlicubr imp•lrlance hl E1hiopi;1. in ii,. d!"llrlS lo promlllc CXpllrl llricntcJ as.--cmhly llp<.:ralillOS through the 
cstahli,.hmcnl nf an EPZ. is the rcbxalilln ,lf the ruks of origin for July free impl1rl inll1 the Eurnpcan l\m1muni1y. 
n:Jucing the prnp,1rlion of local \aluc added from till per cent lo -'5 per cent. h is more Jifficuh lo judge the dfccl 
nf closer l·n1n,m1ic tic;; am,lng European countries. Ccrt;,inly. cnmpclition will inknsify in E1hi,1pi;1"s e:,tahlishcJ 
eXpllrl m;1rkeh ;inJ th.: impl1rt;incc 1lf cllmp.:titivc pricing ;inJ quality Cllnlrol \\ill im:re;1s..:. 

Table .!.!6. Proportion of total product;on e\ported by br.mcha/, 
Pil9M-l-1-"YI9K8 

(Per cent) 

Avera(;e 
Branch 1984 1985 1986 1987 1988 1984- 1988 

Food 6.3 6.6 7_0 7.0 7_ l e.8 
Beverages 0.2 0.4 0. l 0. l 0.2 0.2 
Textiles 0.7 0.6 t. 1 1.2 2.5 t.3 
Leathe~ & shoes 49.9 43.4 35.7 57. 1 56.8 49.7 
Chemicals o. 1 0.5 " .1 
Others 

Total 5.1 4.7 4.4 6.2 7.4 S-7 

Source: Based vn MO!, Statistical Abstract, VI, June 1989. 

a/ MO! supervised enterprises only. 

H. DO'.\IESTIC RESOl"RCE LTILIZATIO~. l'.\1PORT DEPE'.'iDE~CE A~D Ll~KAGES 

Since )'17.'i. the prillrily acrnrd..:J to iml:i,tric' ';1ti,fyin!! h;l'ic m:..:Js ;inJ med in!! J..:m;ind for nin,.umcr pn1dul"1-. h;1" 
dircdl·d ind1hlri;tl dc\..:lopm .. ·nt ;1lun!! ;1 p;1th of import :.uh,tilutiun. Wi1hin the fo;1J pn1c..:,-.in,I!. bc\cr;1,1!1.''> .ind 
h:Xlilc, hr;inchc, .. 1i' 'tr;1lc,l!y h;1' been nimpatihlc wilh lhc dcvclopmcnl nf inJu-.tric' ba,l.'d on Jomc,tir a!!firnltur;i( 
r1:"1urCl"'· By FYl 11.-..s. 77 \101 -.uper\i,cd public .:nlcrpri .. c ... all of which frll within the-...: three ,l.',·tor-.. drew thl.' 
majority 11f !heir r;1w maleri;il, fn1m J,1m..:..lic a,l!rirn!iurc and these cnlcrpri ... c-. ,l!Cncratcd nc;1rly h;1lf nf the :\1\"/ •. 
Likc"'i'c. L11hcr pr11rc"in,I!. in rc-.pondiny tP d:·m:.:,tir rnn-.uml'r d1:1 .. and and ;in l'Xport market. h;" been ahk to 
Jr;1w on Ethiupia·, -.ulht;intial li\<.:,l1Kk r..:-..iurrc-.. In ct1ntra-.t. t1nly 17 cntcrpris1:-. take the majority of their inputs 
from Jumc .. ti..: f1?rc't ;md mineral r..:"1urcc' and thl.'y contribu11:d only :'i.4 per cent nf v;iluc ;11jdnl. The ·1:m;iinin!! 
_'i•l 1.:ntcrpri'l"'· c1inlrihutin,I! onl··third of \aluc added. ar..: dcpcndl.'nt on import-. ft1r the majt1rity of lhl·ir inpuh. Surh 
imp11rt d1.:p1.·n1knt cnlerpri'c' prcdomin;1ti: in the lnh;:cro hranrh (where they rontrii1uh: ltlO per rent of brand1 
\f\':\). md;il, (117 per rent). paper ;ind printin!! ('I.\ per n·nt) and chcmiral' (X:'i prr rent). 

If the pr11p11rti11n 11f i111p11rh'd inp11h in It 1t;1l inpui rt1n,urnption i' cx;unincd. the dl.",l!rcc of import dcpcnlkn.-c !, 
,h11wn t•• be C\1.'11 ,l!r .. ·.1i..-r. :\••11rd;nl.! 111 ;1 l·Y1•1,'i(, Ccntr;1I St;iti,lirai ,\11ih11rity Suncy t1f 2tk1 publi..: ind1:,1ri;1I 
.. ·nll"rpri ... .-, ;ind l'lti pri\;ilc ..:111,·rpriv·,_ n .. ·.1rly ~I per cent .,r ;1ll th1.: 111ateri;1I in1rnt-. nin-.umcd hy lhl· ind1htri;1l -.rd11r 
were imp11rtcd (Tahk 2.27). The prt•p11rti11n ha, Lilien hy 111.2 per rent -.inc..: a rPmparabk -.unl·y w;i, u111.krt;1k,·n 
in l'YJ•1/.'i hut th.: d11wn\\,1rt1 !rend j, ,1 .. v. ;ind n1;1v rdl .. ·rt import r111h!rainh a' wdl "' imprPwd d11111,·,til· linb,l!l'. 

Thi-. hid1 dl.'l.!rcc 11f impllrt 1kp1.·nd...-11.-..: i' 'cl·n 1hr111n.:houl •he ind1hlri.tl -.n·tor. Import' al·1.·ount f1•r k,, th;in 211 
per cent of !11tal inpuh in only tw 1 hr;ind1 .. ·,, the f,,.,d ;111d k;ilhcr prnrl·...,in!! indu,tri .. ·-.. In ;ill othn hr.inch .. -, nwn: 
th;111 .~l pn r .. ·nl 11f r;iw m;ill.'rial' ;1r .. · impurlnl ;111d the pr11p 1rli11n i., ;ihovc :'iO pl·r n·nt in lhl' , .. , ... 11f till" J11h;srro. 
p;ipl·r ;ind p.inting. d1..:mic.1I-.. n1HH11<:L1llir miner.ii' and metal, and 1:n:~inccring ind1:,1rir,. 
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Statistics collaied hy the MOI from wrporation hudgcts suggest that the rati,l of purchases oi imports to total 
consumption of inputs is somewhat ll1wer. averaging 30.4 per cent for the pcri1xl FY19S5 to FYIIJSIJ (sec Annex 
Tahk A-20). though these ligurcs an.· thought to cover only those imported inputs purchased with foreign exchange 
(excluding those imported goods purchased in Birr from slate distribution agencies) and so may he considered an 
undcn:stimatc of total import consumption. The proponion of imports in lotal consumption is slightly higher in the 
case of din:ct materials (mostly raw materials hut including som·'. intermediate gl)(xls) th:m for indirect inputs (mostly 
intcrmcc.fiatc goods and such inputs as packaging materials), though there arc marked variations between 
corporations. Virtually all the spare parts used hy the corporations arc imported, with the notable exception of the 
National Food Corporation. one of the few IPEs lo have forged strong links ~ith cng:ncering enterprises in the small
scalc industry sector. 

Table 2.27. Industrial public enterprilreS by source or 
inputs, F\'1988 

Enterprises Value added 
Sour·ce No. Per cent Birr Mn Per cent 

----
Agriculture n 46.7 269.3 
Livestock 12 7.3 54.1 
Forest resource 5 3.0 3.8 
Mineral :·esource 12 7.3 25.5 
llfllOr•s 59 35.8 194.2 

Total 165 100.0 547.0 

Source: MO!, Statistical B~ltetin, VI, Juie 1989. 

Table 2.28. Ratio or imports to total raw material 
rost by branch, FY1978 to F\'1986 

(Per cent) 

Branch 1978 1982 1984 1986 

Food 35.2 13.7 12.1 13.3 
Beverages 56.6 56.6 55.5 33.8 
Tobacco 89.4 74.8 79.0 71.0 
Textiles 33.6 38.0 40.5 32.8 
Leather & shoes 28.1 24.0 22.2 18.3 
~ood & furniture 12.4 16.5 31.8 31.2 
Paper & prjr.ting 71.7 80.2 73.1 66.5 

a 
c~.4 80.6 81.4 82.4 Chemicals 

Non-metallic 31.4 46.4 48.7 53.3 
Metals 86.2 95.2 96.3 93.3 

Total 47.4 42.9 42.8 39.7 

49.2 
9.9 
0.7 
4.7 

35.5 

100.0 

Source: CSA, Results of the Survey of Manufacturing 
lnd11stries, various issues. 

a/ Excludes oil refinery. 

As a proporlior of lh<.: lolal corporation <.:xp<.:nditur<.: on import<.:d inputs, dir<.:ct mal<.:rials arc hy for lh<.: most 
importanl, accounling for 78 p<.:r c<.:nl :if imporkd inpuls, wh<.:r<.:as indir<.:ct inputs account for only 1> per cent and 
spar<.: parls n p<.:r crnt. Ckarly, imporl dcp<.:nd<.:nC<.: r<.:n<.:cts holh th<.: limit<.:d linkag<.: 10 a c.lom<.:stic r<.:source has<.: 
and th<.: weakness of E1hiopia\ hasi<.: induslrial struclurc. 
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lmporl dependence puts a hea\'y strain on the government's fon·ign 1·xchange budget and reduces the net foreign 
exchange sa\ings generated by the industrial sector. Morem-cr, in the conte'.\.1 or foreign exchange constraint. 
reduc1i,ms in 1hc corporalions· foreign exchange budgcls arc more likely lo curlail oulpul and impair cnicicncy. Al 
prcsenl, bolh public scclor managers and lhc MOI idcnlify foreign exchange shorlages as one of the principal 
cons1rain1s facing 1he induslrial seclor. The shortage or foreign exchange is even more pressing in 1hc case or privah: 
seclor enlerpriscs whose allocation is residual (sec Seclion IV.C). 

In an efforl lo cxploil a \\ider range of domcslic resour..:es, the governmenl encourages both lhough lhe de\'elopmenl 
of resource based induslries (such as ceramics and causlic soda) and slrenglhcning linkages belween induslry and 
lhe primary seclors of the economy. Howe\'er, lhis policy is hampered by conlradiclory sccloral objeclivcs (sec 
Seclion V.B and V.D). Food produclion is priorily for agricuhurc, nol productior. of industrial cash cwps. Likc\\isc, 
inveslmenl in the mining sector has been directed primarily al the development of high-value precious metal" for 
export, not basic industrial minerals. Consequently. a 'llliidc range of raw materials that could be produced in Ethiopia 
arc not at prc~cnt. or arc produced in insunicicnl quan1i1ies: jut.:, tobacco, malled barley and hops to mention just 
a few. Clo'icr co-operation hclwccn Ministries is esscnlial if imporl dependence for hasic raw materials is to be 
reduced. 

Furthermore. while lhc rl·quircmcnt to purchase domestic raw materials ensures that they arc used when a\'ailable, 
• •• • •• •• • • • • •••' ,. ' • • " t t • - I the ccn1ra11zcu lltstnouuon system uoes not guarantee inat these w111 oe suppucu 1cgu1any ai J ~U1ia1m: pa n.c auu 

quality. Under these circumslances enlerprises often prefer imporled suhstitules. 

The solution may be to gin: producers greater conlrol o\'cr the source and price, parlicularly as regards quali1y, of 
their inputs. Already. a number of enterprises have taken steps along 1hcsc lines hy signing supply conlracts with 
farmers or purchasing land to .:uhi,·;1tc industrial crops themselves (sec Scclion IV.C). 

Dependence on imported capital goods c;in only be reduced in the long term, by increasing investmenl in these 
scclors through such projccls as the Akaki Spare Parts Factory. This factory will address hoth the immediate 
problem of dependence on im1wrtcd spare parts and the longer-term objective of dcvclopini; an indigenous 
engineering capability. While engineering - in its widest sense - musl be the priorily, lhere is also considerable 
potential for import substitution projects aimed at producing intermediate goods for the industrial sector and 
agricuhure. At present. most of the chemicals used in tanneries and all fcrtilii'crs and insecticides arc imported. 

Thcre arc also opporlunitics for strcngthcning linkagcs within lhc indus1rial scctor, particularly hy suh-contr;1cting 
from large-scale puhlic cntcrpriscs ;ind small-scale industries and c1Hlfll·rativcs. At prescnl a few corporations. 
not;1bly the NFC, purchase tailor-made spare parts from SSls. Otherwise small- and large-scale manufactl.iring 
enterprises operalc indcpcndcnlly. 

This is regrettable because SSls can spcci;1lii'e to a degree that the brgc. public sector enterprises cannot ;1fford; their 
llcxihility could allow them lo assist 1hc IPEs in fulfilling demand peaks without costly incr.:ascs in capacity; and they 
could pro\'iJe regular inputs of domeslic;1lly manufactured inputs and components. REVOMET AL in PDR Y emrn, 
for example. has hcen ;1ble lo increase production of LPCi cookers with a low capital outlay by subcontracting 
assembly work lo rural co-operative~. lntcgr;1lion of the industri;1l sector along these lines will bring sector 
economics of scale, diversify production and respond to social objectives 
such as regional devclopmcnl. 

I. REGIONAL DISTRIHUTION 

Primacy is a l·haracterislic of most developing countries and n:flects the concentration of infrastructure (lranspe1r1. 
c11m111unic;1lions and u1ili1ics), skilled labour and markets in the m;ajor urban cenlres. ln E1hi11pia induslry is 
concentrated in three rq.:ions: Shoa, containing the capi1,1l; Eritrea. in the norlh of the country; and •Liraghe to lhe 
ca'I (T:!hle 2.21>). Within these regions industrial activily is largely rcslrictcd lo lhc larges! towns (Addis Ahaha, 
Asmara and Dire fhwa). This is parlicularly lruc of modern larg~-scalc industries, as lhc dala for 1he MOI 
supervised enterprises indicales. Only Shoa and Eril rea, !he 1we1 regions wilh the longest history of induslriali1a1ion, 
have a diversified induslrial hasc providing opporlunilies for linbgc. In •i..raghc twe1 textiles planh and a brewery 
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dnmin;1h: lhl· induslrial sech•r. A similarly 1runc;11ed induslrial slruclUre is seen in \\'ollo. (iojjam and Arsi. while 
se\·en ,,f 1he lifleen regi,ms have minimal indus1rial acli\ily or none al all. 

While the gn\·anmenl is rnmminnl lo a (l\'licy of halanced ~egumal grov.1h. 1he TYPP rerngni1es 1ha1 op(l\1rlunities 
for industri.il Jecen1rali1alion an:. for the m,1s1 part. limited 10 the Jewlnpment of resource haseJ inJus1rics. E\·en 
!hen. the rnsl ,,f inst;illing utililies in a n:mote f,lCalion, constructing communicalions and high freight charges may 
rule oul the explni1a1i,,n of an nthcrwise .illracli\"e resource (sec Seclion V.D and \'.E). Several largc-scak puhlic 
sechir cnterprises have hccn eslahlished ou1side the lraditional industrial cenlres (lhe Komhokha Textile Mill in 
\\'ollo. Bahr Dar Edihle Oil Mill in (iojjam and Asscla Mallery in Arsi, for instance). Under lhe TYPP. lhe 
indus1rially underdeveloped regions were to recei·.e ..U1 per cenl of pianned invcslmenl (though Shoa was slill lo 
reccivc almos, of half lolal investment). their share of 1·11al produclion was expecled lo rise fmm 55 per cenl in 
FYllJX.. h1 ."\2 . .i per cent in FYl1N.i and !hey would accounl for ::!t1.h per cent of induslrial employmenl hy the end 
of the pbnning pcrind. Alth1mgh planning rnmmillees al the regional and awraja level d,1 co-ordin;11e economic 
ai:li\·i1il..•. pbnners in Cenlral Cim-crnmenl often have lilllc experience of regional conditions. Their 1argels arc far 
too oplimi'.'.tic. 

Table 2.29. Regional distribution of manufacturing value added 
and emplo)ment, selected years 

(Per cent shares) 

1984 
urban 

population 

1980a/ 1986a/ 1988h/ 
Region MVA El!llloy· 

ment 
MVA El!llloy· MVA El!llloy· 

ment ment 

Shoa 45.6 67.8 63.6 63.4 62.8 73.6 68.1 
· Addis Ababa (29.8) (55. 7) (50.0) 
Eritrea 8.6 17.2 17.5 26.9 18.8 11.4 14. 1 
Haraghe 6.6 6.3 10.0 6.0 9.8 8.3 10.2 
Other regions 39.2 8.7 8.9 3.7 8.6 6.8 7.5 

Source: MDI, Statistical Bulletin, VI. June 1989; and CSA, Survey of 
Manufacturing and Electrical Industries <1985/86), January 1989. 

a/ Enterprises ~loying ten or more persons. 
b/ Ministry of Industry supervised enterprises. 

The new "mark..:! oriented ei:onomic sys1em" will provide ii far mon· favourable envimnmenl for regional inJuslrial 
development. Small-se;ilc indus1ries supplying discrele regional markcls will he ahlc lo develop, taking alk1111age 
oi the natural prolection afforded hy high lransport cosls. L1rgc-scale public enterprises will he able to disperse thi:ir 
;1ssemhly ac1ivitics through suh-conlracling agreements. Small-scale service industries will also he possible. Al lhe 
same lime, privale enlrepreneurs will he ahlc lo secure concessions lo cxploil E1hiopia's suhslanliitl mincri1I weahh, 
much of which is found in 1he peripheries of lhc counlry. 

J. SMALL-SCALE INDUSTRIES AND HANDICRAFTS 

Small-scale induslrics (SSls) and handicraflst-1/ make ii signilicanl conlrihution lo Ethiopia's manufacluring ;Kti\'ity. 
Es1ima1cs hascd on HASIDA\ l'l,'i-l/S) SSI survey, 1he handicr;1fls sur\'cy of 1'>S5/X6 · !he mos! comprehcnsiw lo 
dale - and CSA surveys of !he 111;111ufac1uring seclor, suggesl Iha! SSls and handirrafls arwunled for ahout .i:; per 
cenl of Iola( cmploymenl in 1he manufacturing seclor, ::n..i of Iolal fixed i1sscls, 1.\.2 per ccnl of gross pr11durtiOJ1 

\'afue and H.X of manufal'!urillg value added (T-1hlc 2 .. 10). Oue lo lhc under rcwrding of informal, unrcgisi..:red 
enterprises lhese ligure' arc likely lo undere:,tim;1te lhe imporlann: ol SSI., and handirrafts lo the Cl'OJlolll} 
signilicanlly. 

Thirty years ago, SSls and handicrafls had a ccnlral role in the manufocluring seclor hul since !hen !hey ha\'e hem 
eclipsed hy largc-scak public seclor indu,trial enterprises. In 1%1, SSls and handicrafl <ll"li\'ilies wcrl' 1h11ught lo 
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account for h'> per ccnl of gross manufacturing ou1pul. t5/ Their share fell lo fl3 per cent in Jl)75 • .J5 per ccnl in 
1'>81 and. on the hasis of lhe aho\"e estimate. B . .J per cent in l'J85. This relali\"e decline resulted hoth from the rapid 
gro\\1h of the modern. puhlic sector industrial sector. the stagnation of pri\"ale investment and the poor perform; nee 
of SSls. Estimates of SSI and handicraft acli\ilies indicate that value added grew hy an a\"erage of only 2.2 per ccnl 
per year in real lcrn1s over the 1'>80- )')87 period. while the medium- and large-scale manufacturing sc.:ctor grew l\\ice 
as fast. 

Few pri\·ah: enterprises were eslahlishcd in the period immediately follo-Aing the nationalizations of 1975 hut the 
creation of HASIDA in 1978, as a supef\iS(ny and co-ordinating lxldy for the SSI sector responsihle for business 
promotion (sec Section IV.B). did much to restore business confidence. Its extension senices. as.-;istance in 
organizing co-operati\"cs. particularly in the handicrafts sector, and worL: as an ad\·ocatc of small-scale industry 
demonstrated that the gowrnment saw a role for the private sector \\ithin the framcworL: of a centrally planned 
economy. The number of applicants for HASIDA licences has grown slowly hut steadily from 57 in 1982/83 to 402 
in 1987 /&'>J,, followed hy a surge of l.!llO applications in the fi\'c months after the promulgation of Special Decree 
No.9 In July 191'.'9. Clearly the pri\"alc sector is prepared to in\·cst where conditions arc deemed fa\·ourahlc. 
Unfortunately HASIDA's licensing procedures. while intended to ensure the development of appropriate industries. 
ha\·e worked as a hrcaL: on the creation of new entcrpri~es (sec Section IV.C). Although the numhcr of new projects 
licensed hy HASIDA increased from l.J in 1982/83 to I.JS in 1987 /&"i. a total of 32.J enterprises tor the six year 
p..:riod, less than one-third of the 1.1105 applicants were actually licensed. These procedures have recently been 
re\ised. 

Table 2_m: Contribution or Small-Scale Industry to !otal 
manufacturing activity. 1984/85 

Fixed 
NurbP.r of Assets GPV MVA 

Branch Enterprises E111>l oyment Mn Birr Mn Birr Mn Birr 

Medi...ii - and 
large-scale 
industries 381 90, 141 703.6 2,909.3 715.2 

Small-scale 
industries 7,684 36,846 216.2 409.7 210.7 

Handicrafts 15,433 40,oooa/ 8.7 38.7 21.5 
Total manufacturing 
sector 23,519 165,257 928.5 3,357.7 974.4 

As per cent of total 
manufacturing sector 

- SSIS 33.4 22.3 23.3 12.2 21.6 
· Handicrafts 65.7 24.0 0. 1 1.2 2.2 

Source: HASIDA, Report on Survey of Private Small·Scale Manufacturing 
and Service giving Establishments (1984/85), (1988, extracts 
only); and CSA, Survey of Manufacturing and Electrical Industries 
(1985/86), January 1989. 

a/ Those Cflllloyed in handicraft co·operatives only. 

About 50 per cent of 7.<~'\.J SSI!-. identified in thi.: HASIDA sur\"i.:y ;ire engaged in the food processing sector (Tahlc 
231 ). Most of lhi.:se an.: bakeries, grain mill~ and edihle nil presses many of which operate on a custom h;1sis. The!-.e 
traditional ac1ivi1ie!-. require limited invc!-.lment and lillle training, while controlled price!-. en!-.ure a regular return on 
capital. Suhsl;inlial profih c;m also he made hy the !-.ale of food products on the par;illi.:I market. A MOI directory 
of manuforturing eslahlishmc;lls employing more than Ill persons li!-.IS I.JI bakeries, 111 per cenl of all the private 
serlor enterprises regislered. Of these 7J were in Addi!-. Ah.1hi1. Textile!-. ilnd gilrmenl milnuforluring ;, the !-.1.·rnml 
mmt imporlanl SSI ar1ivi1y. llere too traditional activili1.·s - 1ailoring. weaving and knilling · predominalc. 

SSI prnjcl·h in the rhi.:mil';1b. metal., and non-mdallir mineral product!-. hranrhe!-. require !-.Uh!-.lanlial invc!-.lmi.:nls, 
d..:prnd heavily on imported inputs, d..:m;md new !-.kill!-. ar.d trnd lo produre good!-. with rcl.11ivdy low k·vi.:b of valu..: 
;1ddnl ·though !-.lill highn than 1he kvcl prevailing in the puhlir scrlor. All lhc.,i.: f;Klm!-. diswurage divi.:r,ificillion 
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\\ilhin the SSI seclur. Newrthdes.,, the range or products manufactured by these branches is already impres..,ive 
(insecticides. shoe pt)lish and toilet preparations in the chemical-. branch; cutlery. structural ml~lal products, light 
machinery and tools in the metal pmdu1..1s branch; marble. finishing stones and building hltlCls in the non-metallic 
mineral products branch) and is gradually \\idening as entrepreneurs take ad\·anlage or the \\ide range or simple 
products suitable for impt,rl substitution. 

Tabl~ ?31. Structure or small-sc-.al~ industrial activity, 1984/85 
(Per cent shares) 

Nuaber of Fixed 
r;porl MVA"-/ Branch Enterprises Eq>loyment Assets"/ 

Food 50.9 48.2 37.9 50.5 46.9 
Beverages 0.2 1.0 0.9 1.8 0.6 
Tobacco 
Textiles 28.3 21.4 7.1 12.1 12.6 
leathe~ & shoes 3.7 3.8 1.6 3.7 2.8 
Wood & procix:ts 5.5 8.2 3.3 4.7 4.8 
Paper & printing 0.5 1.9 2.6 10.8 18.5 
Chemicals 1.0 2.3 4.5 4.7 4.3 
Non-metallic 1.2 2.7 2.6 2.9 2.6 
Metal procix:ts 4.8 6.1 38.7 7.6 5.8 
Unclassified 4.1 4.3 0.8 1.1 1.0 

Source: HASIDA, Report on Survey of Private Small·Scale Mal"K.lfacturing and 
Service giving Establishments (1984/85), (1988, extracts only). 

Entrepreneurs arc allracled lo the SSI sector by the freedom lo determine product prices, allowing them to benefit 
from scarcity rents by charging high :nargins. These margins arc rcnccted in the high ratio or value added lo gross 
production value (Table 2.32). For the SSI scclor as a whole, the 1984/85 HASIDA survey indicates that 51 per cent 
or gross production value was value added, ranging from 17 per cent in the beverages branch lo 88 per cent in th.: 
case or the paper and printing industry. These levels arc (\\lice as high as those in th~ public sector (the only branch 
in which the ratio was lower was beverages, where the public sector corporation enjoys high margins on luxury 
products such as beer and spirits) and significantly higher than those in the larger private sector enterprises. There 
i~ liulc reason to believe that SSls undertake a greater degree or proccs.-;ing than public sector enterprises in the 
same hranch, indeed the dependence of many SSls on intermediate products m;mufocturcd by the public sector and 
imported materials would indicate just the opposite. Furthermore, most private enterprises benefit from lower wage 
levels than their counterparts in the public sector and even allowing for lower levels or productivity the wage cost 
per unit or production is unlikely to he any higher than in the public sector. Consequently, the higher levels or value 
added may he ascrihcd to higher profits. 

High domestic market prices, rebtivc to world market prices al the orlicial exchange rate, and the requirement II' 

surrender foreign cxchan~e earning:, to the NBE discourage SSls from exporting their products. Furthermore, the 
private sector docs nol have access lo the facilities needed to conduct an export trade: communication with buyers 
and allendancc al trade fairs arc a particular problem. Besides, acquisition of an export licence is a lime consuming 
process. Yet, despite the sector's domestic orientation, several enterprises have been able to develop export sales 
of such products as shoes, semi-processed lealhcr and garments. There is considerable polenlial for the expansion 
and diversification of cxporls if a suitahle incenlive environment can he crc;ated. 

Although domeslic demand for SSI product~ is ~trong, the performance and cxp;m~ion of SSls is cor.straincd by l;.ck 
of inputs and c;1pi1al. SSls d:pend heavily on the ~tale mar kcting agencies for purchases of domestic raw materials, 
the puhlic sector enlerpri~c\ :or intcrrnediale goods and imporls for capilal goods, \p;1rc-p;1rls and inpuls. According 
lo the l'>XO HASIDA survey,-"• per rcnl of SSh used some imporlcd inpuls and (1 per cent of SSls depended enlircly 
on imports. While comprchl·n~ive data is nol available, lhc evidence su~esls 1h;11 SSls have far lower levels of 
import dependence lhan br~c-~rak rnanufacluring induslry. This may he ciled as a social advanrage of SSls over 
large-scale indu\I ry. 



Since pri<)rity is g.iwn lo the puhlic scctor cnlerpri-;cs in the distrihution of scarce domestic inputs and foreign 
exchange. SSls face acute shortages. In recent years. the shortage of foreign exchange has become particularly acute. 
\\llh the number of SSls digihlc for foreign exchange allocations limited to around ~10 while the hudgd allocation 
amounted lo le!>.' than ~I per ccnl of the sum requesled (sec Seclion l\".C) and perhaps no more lhan Ill per cent 
of the scch1r·s true requiremenl. Ewn lhou~~h cxporlcrs haw priority acce55 to foreign exchange they lo\1 face 
shoriagcs. These enterprises arguc thal significant increases in the \·olumc of their expc.ls could be achievcd if lhey 
were allowed to retain a pmportion of their foreign exchange earning~- to purchase es.,.cntial inputs. 

Some enterprises pureha.'c their inputs on the parallel m;>rket at inflated prices in order to maintain prnduclion 
lewis. A kw have adopted ingenious slralagems lo con..,.erve precious inputs (for insiancc. arranging the cul of 
lcalhcr h1 ma.~miJ'e lhc number of articles produced from each hide), or de\·dope•I n.:cycling activities 
(manufaciuring shoes out of leather scraps discarded hy puhlic seclor enterprises). or rc-proccs.o; lhosc goods which 
the puhlic scclor prnducers lo cxccs.' (prodt:ction of cutlery out of large-size nails and clothing out of towels and 
sheets). For the sector as a whole. however. performance is scwrdy impaired hy the shortage of materials_ 

Another fundamental prohlcm facing the SSI seclor is the lack of skilled managerial and technical staff. The llJS4/85 
HA.SIDA survey. re\\:alcd that ahout three quartas of SSI proprietors have only had primary school education or 
less, ahoul 7 per cent were iliilcrale. Les.'> 1han 2 per cem had received vocational training. Low lcvds of training 
arc generally aS.'ill4.:iated \\ith low levels of innm·aiion and initiali\·e. Applications for HASIDA licences, for instance. 
arc dominated hy a narrow range of projects - hakcries, edihlc oil pres.o;es and tailoring. Few applicants prescnt new 
project idc·as and fewer still introducc technical inrnwations. Many entn:prencurs regard their husincsses as a part 
lime activity carried ol!l in junction \\llh salaried emplo~menl or retailing and trading activities. 

Table .LU. \'alue added per unit ,·alue or production, 
1984/85 
(Birr) 

Branch SS Isa.' . fl' 
Pnvate ' Publ ice/ 

Food .48 .26 .23 
Beverages .17 .34 .19 
Tobacco .19 
Textiles .54 .35 .25 
Leather & shoes .39 .31 .14 
Wood & products .53 .47 .40 
Paper & prjnting .88 .45 .41 
Chemicalsd .48 .43 .34 
Non-metallic .46 .42 .21 
Metal products .39 .29 .19 
Unclassified .46 

Total .51 .n .24 

Source: HASIDA, Report on Survey of Private Small-Scale 
Manufacturing and Service Giving Establishments 
(1984/85), (1988, extracts only); MOI, Statistical 
Bulletin, June 1989; and CSA, Survey of Manufacturing 
and Electrical Industries (1985/86), January 1989. 

a/ 1984/85 HAS!uA survey of 1.864 SSls. 

b/ 1985/&> CSA survey of 196 private enterprises 
~toying more than 10 persons. 

cf 1985/86 CSA survey of 202 public enterprises 
~toying more than ten persons. 

d/ Excluding oil refinery. 



Furthcrnwn:. SSls h;m: link ;Kn:ss 111 skilkd cmployl·cs. All diplom;1 ;md dq~rcc gr;1du;1tcs arc employed hy ti l· 
puhlic sector in the first inst;mn·. It is 1inly fl"n·ntlv that h:chnil·al sl·h11ol gradu;1h:s haw lx:cn ap11t1in1cd throu~n 
the MOLS.-\ bl1t1ur cwh;mgl·s ;md Gtn Ix· rn:ruitl·d dirn·tly hy the pri\';1h: scrtor. hirmcrly. all ln:hnic;1( sch11ol 
graduates wcrl· alloc1tnl In lhl· public scl'111r. 

SSls arc also h;mdiGtpj1t.'d hy their limited access lo f1;mk lin;mcc for start-up and w11rking c;1pil;11. A surwy 
undcrtah·n in l'l~l/X2 inJiG1tcd 1h;1I SI ('Cr n·nt of the SSls' fixed assets were finanl·cd from s;1\'ing ... and inform;1I 
loans. ltink l11;rn.., fin;mccJ the rnn;1ining J'l ('Cr cent. Similarly. lx:twccn hll and •lo ('Cr l·cnl of the investment in 
SS1 pnijccr... lil·rnscd hy I !:\SIDA in thl· pniod l'lX2/l'i.\ lo l'lS7 /S..V, w;1s sdf-linanccd ur lin;ml·cd through lr;1di1ional 
knding inslilutions.1", Ll·ss th;m one 11u;1rtcr of lil·cnscd projccr... rccciw medium-term hank lin;tnl·ing (sec Sn·ti•in 
l\".B). Short-term funding is murl· ;1n·c~'ihk. brgdy lx:causc m;my cr.trcprcncurs ;1lrc;1dy hold alTnunr... with the 
l"ommerci;1I Bank of Ethiopia. llowc\'er. disrrimin;1tory rates apply for pri\';1tl· sntor horrnwing and al1;1ut unc 
qu;1rtcr of the rnh:rpriscs inter\'icwcd during the J'ls.t/S5 HASIDA sur\'cy idcntilil·d the bck of suit;1hk financing 
facilities ;1s a major •:onslraint on their (lCrformancc. 

In the ;1hscnrc ,1f a ... trnng "wnturl· G1pit;1I" market. thl· impkmcnl;1tinn uf new 1m1jn·1.., is rcstrickd tn th11sc with 
;Kccss to pri\'atc funds: 1r;1Jcrs for the mn ... 1 p;trl. Traders may h;1w business cx11t:riencc hut they hring with them 
;1 sh,irt-krm. c11111111erci;1I 011ll11ok whil'h ... nirn ... trouhksnmc pnijccts with ;1 long mat.;•ity and those rl'l!Uiring 
... uh ... t;mti;1I invc ... 1nwnh. ( 'nnsl'llUl·ntly. the in;1n-c ... sihili1y of h;mk l11;1m. for many cnlrepn:m:urs hdp.., pi:rpctuale ;1 
11t1t1rly dcwlnpcd SSI s1r111.:1ure. 

Shortages 11f ha ... ic inpuh haw ri:suhi:J in i:xtri:mcly ltl'.1; cap;Kity u1ili,;1ti1m rate.... Thi: l'lSO I IASIDA surwy 
rc\cakd th;tl only 5 out 72 firm ... h;1d cap;icity utili,;1ti11n rates exceeding 5'1 ('Cr l'Cnl and 1111ly 27 had cap;Kily 
u1ili,;1tinn r;11cs cxrceJing ~I pl·r n:nl. C1p.Kily utili,atinn r;11l's h;1vc fallen sinn: then. According t11 the l'lS.t/X5 
sur\'cy the ;1wr;1gc G1p;Kily u1ili,;11i1111 r;1tc w;1s 11nly 22 ('Cr n:nl of the full three shift capacity :md somi: enterprises 
arc thnughl In h;1vc bid nil w11rker-. in rcl·cnl yc;trs Jue In the brk uf production inpur.... ( ';1p;1cily u1ili,a1ion rail:.., 
arc I hnught lo r;111gc fnim 15 In ,,5 per ccnl. In n 1111 ra ... 1. n10 ... 1 puhlic ... crtor enterprises were rcp11rlnl 111 he working 
al near full c;1p;ici1y. 

l 'n1kr-111ili,:1lion nf c1p;1ri1y panly i:xpbin, 1h1: hi!!hcr than cx11t:rlnl c1p.t;1l-bhour r;11io "l"l'n in soml' hr;111rhes uf 
lhc SSI sl'd11r. The 1'1.'ill 11:\SID:\ ... urvl'y rc\l·;:lnl 1h;1l c;1pil;1l-bhour ra1i11 ... weri: alm.i...I twirl' ;1.., high ;111111ng 
mcJium- ;ind brgc--.Glk indu ... trie ... ;i, they Wl'rC ;1mong thc SSt...,1 7

/ th111tgh there Wl'rl' n1;1rk1:d \';1ri;11ion ... hl'IWt.:l'n 
hr;111rhl·s. In thl· he\'er;ige .... \\1111d and furniturc anJ mdal pniJ1Kh hr;ml·hi:s. for in ... 1;111cc. ihc c;1pi1al-bhour r;11i11 
for SSI... wa ... only ~II 1<1 ,;cl pn n·nt lo\h'r 1h;m thl· r;11i11 for medium- and brge-..,c1k t'nlerpri ... n.. The ('IS.t/S5 
llASlf)r\ ... urvcy ;1("1 ,f11m-. th;11 G1pital-l.1hour r;11io ... ;ire lowl'f among ... 1 SSb llun among thl' puhlir sl'rlur 
cnlcrpri'l'"· though only .ll per rcnl lown a ... n1mp;11nl with 511 per ri:nt lower liw yc;1r.., hdorc (Tahk 2,.'\.\). Thi ... 
wnlirm' thc argument fri:qm·ntly cilnl in fo\our of SSls th;1I lhi:y offer chc;1pn mean ... uf gcncr;11ing i:mploymcni 
th;111 brge- ... rak public ,l·rt.ir t·n1npri ... c .... In Ethiopia. \\hcrc c;1pital i' ~earn: and bhour pk111iful. they arc al ... o 
morl' r11mp;1I iflk \\ii h I Ill' ro11111 ry·, Ltl'lor t·111lowmt·n1. 

On the 11thl·r h;md. r.1pi1;il-bh11ar r;1lio-. Ml' ,hown to he highl'f f11r ss1, in lhl' mrlal pnidurh. dll'lllif;1(, ;11111 \\Ollli 
and furni111rc produrh hr;111rhc-. lh;1n thry ;1rl· for rorrt·,ponding puhlir 'l't'tor i:ntcrpri ... l·.., and higher for ;111 SSI 1h;1n 
they were fur 1h1: l;irgt·r pri\';1!l· ... n,lor cnkrpriw.... In the wood ;111d furnituri: 111;111uf;irturing l'nlerpri-.l·.., thi, 
di,rrqianry pr11h.1hly rclkrh 1lw 11;1dcr 1·api1;ili,;1li1m of puhlir scl"lor cnlcrpriw ... rcbliw 111 their rounlcrparh in llll· 
pri\'alc 'l"l'lor. In lh;: c1,c of rh,·mir;1(, ;111d mdal produth indu,lrio. on thl' 111her h;111d. lhc high ratio of a"ch 
lo bhour proh;1hly rl·,uh-. from under-u1ili1ation of t';1pari1y. In .. urh l'nlerpri~i:' tht· inneml·ntal d1;111gt·.., in kw(.., 
of rapi1;ili1ation arc brgl· ;111d rnll'rpri"·' ;ire un;1f.k lo rnlul"l' the \;1lul' of lixi:d ;1..,,l'h in rc,pon'e 111 rcdurnl input.. 
and '" produrtion kwk Furlhnmort'. ii i' in lhl'\l' ... crlor,, whirh dq1l'11d lll'a\'ily 011 imporlnl inpuh. 1h;1I 1hc 
-.upply r11n,lr;1inh ;1rc liL•,hlc'I. 

Supply ro1i-.1r;1!nh ;1(,., imp;1ir l.1h11ur produl'li\'ily. Tht· l'IS.J/S'< lf,\Sll>A 'urn·y rne;i(, 1h;1I llll' f'.rm-. pr11d11r1i11n 
\';1lur pn t'llll'l11yn· in ll1l' SSI "'d11r \\,I\ tiS,'i pn rcnl (own 1h.111 in thc puhlir 'L'l'lor (Lihk .~,H). L1h1111r 
prod111'1 i\ ii y in I rrn1' of vr11" • J11l p111 i, r1 H1,idnahlv lown I h.1n t lw di,11.1ri1y in c.1piLili,;1l ion, When 1\1 \'A i, 
wn,idnl'd, howna. the di,p;1ri1v 11;1rr11\\' 111 k" 1li;111 IO pn l'l'llL lndrnl. Lihour pr11dur1ivi1v i, hiv,ha 1h;111 in 
p11hlir wrl11r in rlw <aw 111 llH' non 111l'1,1llit' minl·r.il,, ll'\lill''· kalhn .• 111d p;1pn and prin1i1w hr.1nd1n, Slali,lir, 
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for private enterprises cmplnying more than t..:n persons. indi..:alc that pwducti\·ity k\-ds arc higher ovcral! than in 
those enterprises in the llASIDA survey d..:spitc low..:r kvds nf capitali1ation. 

Ahh,iugh I.1w capacity utili1;1ti,in r;1t..:s and kvcb nf lahour prnducti\·ity - in terms of gws.o; nutput al least - may 
suggest that th.: SSI h;1s kss 1t1 nlkr the Ethi,1pian ..:cnnomy than larg;:-scalc industry. the performance of SSls w,1uld 
improve markedly in a mnrc conduciv..: policy ..:mironmcnt. Low capacity utili1ation rates offer an opportunity for 
rapid increases in output with,,ut suhstantial inwstmcnt hy the rem,wal of input constraints. An increase in the SSI 
scctor·s foreign exchange allocati,in. for instance. would have an apprcciahle effect on capacity utili1ation rates and 
production lewis. 

Recent changes in the kgislation g,wcrning privat..: sector investment sector ha\·c sought to stimulate the expansion 
of SSls. Small-scale industry. Special Decree No ')/19:\9 rcrngni1cs. can make a significant contrihution to the 
production of consumer goods and exports and the generation of employment. HASlDA regards employment 
generation as ,1nc of the principal hcndits to he won hy prmiding a more conduci\·e en\ironmcnl for small-scale 
industry. arguing that the Ctlst nf creating a new joh opportunity is hctwecn I and 10 per cent of that in the puhlic 
sector. Clearly. SSls nffer th.: cnst-cffcctivc means of tackling urhan unemployment. one of Ethiopia·s most pressing 
social prohlcms. Successful SSls will also mop up the liquidity within the trading community that fuels the smuggling 
trade and parallel market. As Tahlc 2.J.I indicates. wry liule capital is needed to estahiish an SSL 

Table ?33. Producth·ity and capitalization of small-sc-Jle and 
pri'"ate sector industries by brJnch, 198-1/85 

Birr per et!J?loyee 
Branch GVP MVA Assets 

7.684 enterprises covered by HASIOA survey 

food 
Beverages 
Tobacco 
Text i Les 
Leather & shoes 
llood & products 
Paper & printing 
Chemicals 
Non-metallic 
Metal products 
Unclassified 

Total 

11,655 
19,939 

6,273 
10,859 
6,343 

64, 133 
22,404 
11,792 
13,791 
2,952 

, 1. 118 

5,563 
3,386 

3,368 
4,247 
3,350 

56,399 
10,662 
5,!,67 
5,377 
1,368 

5,718 

199 enterprises covered by CSA survey 

food 
Beverages 
Tobacco 
Textiles 
Leather & shoes 
llood & proaucts 
Paper & printing 
Chemicals 
Non·rnetal l ic 
Metal products 
Unclassified 

Total 

16,084 
34,719 

10, 104 
11,341 
9,236 

14, 136 
23, 138 
9,088 

72 ,235 

20,952 

4,204 
11,916 

3,489 
3,569 
4,319 
6,302 
9,977 
3,813 

20,679 

6,816 

4,615 
5, 175 

1,946 
2,462 
2,372 
8, 122 

11,325 
5,565 

36,953 
1,085 

5,867 

2,929 
2,087 

1,402 
1,260 
2,640 
5, 199 
5,254 
2,618 
8,330 

3,656 

Per et!J?loyee indicator 
as per cent of public sector 

GVP MVA Assets 

34.3 
38.5 

50.5 
39.7 
34.6 

244.1 
59.2 
55.9 
27.1 

41.5 

47.4 
67.1 

81.4 
41.5 
50.4 
53.8 
61.1 
43.1 

142.1 

78.2 

72.4 
34.1 

107.7 
107.7 
45.8 

524.8 
82.6 

120.8 
57.0 

90.8 

54.7 
120.2 

111.6 
90.5 
59.0 
58.6 
77.3 
84.2 

219.3 

108.2 

45.4 
44.9 

92.1 
58.7 

126.5 
29.0 

194. 1 
12.7 

331.5 

69.0 

28.8 
18.1 

66.3 
30.1 

140.8 
18.6 
90.1 
6.0 

74.7 

43.0 

~~: Unpubl ishcd HASIOA sur•1cy and CSA, Survey of Manufacturing lnduo;trico; 
{1985/J986), Janu~ry 1989. 
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Al"n!!'iJ..: SSh ;1r..: ;1 \\iJl· r;lll!!l. ,,f 1r;1Ji1i.in;11 hanJi...-rah-. pr;Ktin:J in -.mall \\11rk-.h<1p~'· !!l.·ni.:rall~· u-.in!! bh,1ur
inh:n,j\·i.: 1n·hni11ul.·-.. Thl.· fl.·-.uli.. ,,f ;111unpuhl;-.hl.·J11:\SIDA -.ur\"1.:y of urhan inform;1( h;111Ji...-r;1h i.:nh:rpri:-.l.·:-. inJic;1li.: 
lh;1I l\\o ;1di\ilii.::-.. l;1i(,1rin!! ;inJ \\l.·;1\ill!!. J.1111in;1li.: lhi.: h;111Ji...-r;1f1 -.nlllr (T;1hk 235). !\I.my of thi.:-.l.· :Kli\·i1in ;1ri.: 
lhi.: lr;1Jilill11;1( pri.:-.i.:rw' llf dhni1.· !!fl•Uf1' - ( iur;t!!l.. ntl.·lah1;,1rL...:r-. ;111J Dllr-.ii.: \\l"a\"l."f-.. for in-.l;llll.Y - ;111J lhl.·ir 
Wll•k..h,1p-. ;1ri.: oh..:n ...-.. n!!rl·!!;1lcJ in -.i.:p.ir;1ll.· 4u;ir1i.:rs •1f lhl.· i.:ily. Ll.·\·d-. of c;ipi1alil'ali1in in thl·-.i.: n1li.:rpri-.i.:-. ;trl.· 
l.·x1ri.:mdy I••\\. 11:\SIDA l·-.1imah:-. 1h;1I 01-.1 ,1f jllh cn·a1ion j_, (i.:.,_, lhan I p.:r ci.:nl 1h;111 that of ll'E-. ;111J in -.omi.: 
.:;1-....-.. - h;1-.h·1ry. f .. r n;1111pk - 1h • .- 1.·;1piul rc11uirl.·J In c-.1;1hli-.h ;111 cnlcrpri_,, i., n1.·!!li!!ihl...-. lli!!h r;11i .... of l\I\·.-\ lo 
!!r"'-' pr.llhKli1111i11Ji1.·;1ll.-1h;11 llll.·y lllo l.·nj .. y n•n-.iJ..:r;ihlc m;1r!!in-.. lhou!!h lu;no\·...-r i-. !!l..nl.·rally -.m;11l. \fan~· of lhl.· 
cnh:rpri-.o 1.l.•uhk-up ;1:-. rl.·1;1il outkh. 

I bnJicr;1fh ;11-. .. pby ;111 i11111t•rl;1111 p;1rl in lhl· rurJI cn•nllmy. No -.urwy of rur;1l h;111Jicr;1lh h;.-. llt:l·n unJl.·rl;1ki.:11 
in rn·cnl ~l·;1r-. hul a -.unl·y c.1rril·J lllll in 1'17 2/7.l i11Jic:11c<l 1h;l1 alMul 250.11011 p.:opk wnc ..:mployi.:J in hou-.ch,1IJ 
l·n1...-rpri-...:-. in rur;1l ;1r1.·;1-.. Ahno-.1 half .. r lhi.:m wi.:n: ...-mpl1•ycJ in wc:;nin!!. lhou!!h huu-.c:hol<l c:nlc:rpri-.c:-. 
nunufaciur...- a wiJ...- r;m!!c .. r proJuci... On...- rl·cc.:nl slu<l~· ar!!u..:-. 1h;1I h;111Jinafl-. ;m: "1hc: prinl.·ip;1l -.upplii.:r-. 11f 
nunuf.u-IUrl·,f !!'""'' f .. r nw-.1 .. r lhc.: rur;1l (lllllntUnilic:s 1tiJ;1y". 1

S/ Mo-.( 11t:a-.anl hou-.c.:hoM-. l·n!!:l!!l." in -.oml." 
h;111,fin;1fr ;1divilil·· .. -.ud1 ;1-. b.1:-.L....-1ry ;mJ \\ca\ in!!. hut lh...-rc.: ;iri.: al-.o h;111Jin;1h n1mmunilil.·s -.prc.:;1J lhrou!!houl thc.: 
nlllnlr~'itk. Thl·:-.c: n1111muni1io arl· u-.u;11ly Jc-.pi,nl hy lh1.·ir Rl.·i!!hhour-.. whik ;1!!rirnllurc: i-. c:-.tc:c:mc.:J. llASIDA 
lric.:-. lo t:•Hllk11 1hi, prl·judi1.·c.: in .. rdn to promoh: h;111Jia;1lh ;u:livili...-.. ;.-. ;1 mc.:;111' of inn•mc.: !!C:Ri.:r;llion in rur;1I 
;1r1.·;1 .... 

Branch 

Food 
Beverage~ 

Tobacco 
Tex ti le-; 
leather & -.ho·~., 

llood & product-; 
Paper & print mg 
Chcmical·.'1 

Non·mctal l 1c 
Metal product·. 
Unc las-. 1f1 I'd 

Total 

Birr 

20,939 
162, 137 

7,067 
12,309 
17,026 

151,912 
124,721 
62,453 

229,212 
5,456 

28, 134 

ssrs·'· 
Per cent 
of public 

.8 
3.9 

.3 

.7 
4.9 
1.6 
8.2 

.6 
14.7 

.8 

Pr iv.itch, Public' 

Per cent 
Birr of public Birr 

71 •• 291 2.7 2,765,262 
68,625 1.6 4, 185,955 

3, 142,000 
60, 194 2.4 2,540,966 
85, 154 5.0 1,712 ,923 
71,750 20.6 347, 545 

173,889 1.8 9,780,000 
193,085 12.7 1,514,842 
82,235 .8 10,955,813 

350,375 22.5 1, 556,778 

111.3n 3.2 3,497,'584 

Source: HAS!OA, ~rt on ~urvcy of Pr1vatl' Sm.1l l ·Sc<llc Manuf.icturinq and 
Sf'rv1ce G•Y.1!1.9 Establ i-;hllk'nt-; (1984/821, (1988, extracts only); 
MOI, ~!_a!...!..:!_t_1cal Bullet 1n, June 1989; and CSA, Survey of 
~nufa<:_!.l_:~'ng and Elt>ctr1cal lndu-.tr1c•. (19R5/861, Janu.Jry 1989. 

a/ 1984/85 HASJ[JA •.urvey of 7,864 SSh. 

b/ 1?85/86 CSA ·.urvey of 1?6 private rntNpr1·,e·; l'fl"4)loy1nq more 
th.in 10 pr,r·.on· •. 

cf 198'>/86 CSA ·.urv<:y of 202 publ 1c enterpr1-.e·. m-.ploy1ng more 
th:1n ten pcr·.on ... 

I IASll>:\ h;" ,1111gh1 111 dnd11p ;111d np;111d 1lw h;1111lirr.1h \1Tl11r liy org;111i1ing narhrn...-11 i111n n1·11prr.11ivl.'.\ (·.n· 
Sl.·dion l\'.B). By l'IS71hl·r1· wn•· "·"-' r11 11pl'f.11iH·, wi1h '7.0·"• nwmfil'f,, n111\I or 1111·111 in urh;in arl'a'. Thrw fo 
11pn;1fr,,., hdp pr11d1K1'h p11r1h;1·,1· inpuh. 111;1rkd JIKir pwdurh ;1111f ,'.;1in ;11Tr" 111 rrrdil al prdrrnllial ra11·,. Tlwy 
al''' providr ;1 1111·;111' Ii~ \l.hid1 1h1· ~'.11\l·rn1111·111 r;111 upgr;uk ,kjlf, and inlrrnlun· nrw prrnhKh, lr;i11,f11rming 1h1· 
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handicraft sector inlo small-scale indu...rry. The dcwlopmcnl of producer co-opcrali\'CS introduces new forms ol 
associalion which correspond lo 1hc gO\"Crnmenl's policy of sociali7ation. Lcwlo; of capilali7.alion arc higher lhan in 
the informal handicrafl sector and. in lhc case of producer co-opcrali\"CS. oflen higher than 1hc small-scale indu...irial 
sector. 

Taa. 235. Structun !>f laaadicr.lfts activitin. 1985/86 

Percent~ share Ratio Ratio 
Es tab· Fixed 

GYP a/ f/IVAa/ 
GVP to f/IVA to 

l islments Assetsa/ f/IVA assets 

Gold l silver 1.5 4.1 2.4 2.0 .47 1.2 
Knitting 1.5 4.7 2.4 1.6 .36 .8 
Leather works .9 .0 .9 .6 .33 35.1 
Metal works 2.4 1.1 2.8 2.4 .46 5.3 
Pottery 3.8 .2 1.5 1.7 .60 24.3 
Tailoring 46.6 84.0 43.0 51.2 .65 1.5 
Weaving 40.4 4.1 43.1 37.1 .47 22.1 
Woodworks 1.1 1.3 2.1 2.0 .53 3.9 
Others 1.8 .5 1.8 1.5 .47 6.3 

Total 15.438 8,696 38. 741 21.102 .55 2.4 

Source: Based on Table A-20. 

a/ Total in 6irr. 



5') 

NOTES TO CHAPTER II 

1/ The acti\ilics specifically idcnlificd as lhc dtlmain or lhc pri\"alc SCChlr under lhc Dcclaralion were: food 
procc~-;ing. quarr~ing. haL:ing. grin-milling and oil seed pressing. manufacture or wood and mclal producls, 
\llo"Ca\ing. kniuing. sc\\ing and lailoring. and hanJicrafls. 

!/ Nolahl~- WorlJ BanL:. Ethiopia flidustria/ Sector Re,iew, Rcporl No. 5301-ET. December 16, 1''85. page :n 

3/ ONC:CP. Tcn-Y car Perspective Plan ( 198-1-1')'13). 198-1. p.67. 

~/ Real wages haw hccn c;1kulalcJ on lhc hasis or lhc average monlhly wage or all inJuslrial workers anJ lhc 
AJJj_._ Ahaha Rclail Price lnJcx. The rclail price inJcx sho.dJ he used wilh caulion since il maL:co; no accounl 
or suhsiJiscJ purchases fr,•m kt·hd/e shops anJ olhcr mas.'i organi1alional oullcls. Nor Jocs il induJc housing 
Cth(S. 

5/ Werner lnlcrnalional Consuhanls. Final Rt'(Hllf 011 tlrt• Estahlislrmt'llt of a National Tt~Ui/e Cc.·11trt', June llJS..'i. 

h/ Ciaahgnc l\liliL:ic. Mt•a.mri11g Em111m1ic Efficit·m-y. A •.• udy of tire.• Statt"-tJM'llt'd T cxtilt• brd11stry i11 Ethiopia, MSc. 
111t'.~is. AJJis Ahaha Uniwrsily, 19S7. 

7 / Erhiopia: Slralq~ics ;md Policies for lmpnwcJ Performance. lnJu.slrial Scclor Rc\icw, WorlJ BanL:, 1990, 
Rcporl No. 7S_,l-ET. 

S/ This scclitm deals wilh lnJus1rial Puhlic Enlcrpris.:s supeniscJ hy lhc l\linislry or lnduslry only. Nu Jclails on 
lhc financial performance of pri\·arc scclor or olhcr puhlic scclor induslrial cnlcrprisc'i. 

'>/ This ;m;ilysis is hascJ on lhc Profil and Llss Accounls anJ Balance sheers or lhc Corporalions supen·iscJ hy 
lhc Mini.s1ry or lnduslry. Before 1'>79. laxalion anJ gowrnmenl lransfers were approprialeJ al (\nporale level 
on 1he ha.sis or 1heir consoliJ;i1eJ accoun1s. UnJcr 1he lerms or Prncl;imalion lt13/79, Jlowcvcr. the 
Corporatinn cea:o.cJ lo function as a fiscal unil. All laxalion anJ cenlral gm·ernmcnl lraasfers arc now 
appropri;1teJ al the pbnt lcn:I. This diminishes lhc value or analysis hascJ on consolidated accounls al a 
Ct1rpora1i11n lcn:I. II also has imporlant implications for financial man;1gcmen1. 

Ill/ Si,itcr. OJ I .. Fi111111ci11l .\lt11111gm1c·111 1111,/ /11fomwcim1 SyJft'mJ i11 P11h/ic lfldmtriul P/allts i11 Echiopia. P;1pcr 
suhmittcd lo the Fi1.,1 Nati11n;1I Symposium on lndus1ri;1I Development in Elhiopia. June llJXt1. 

11/ There is some confusion ;1s lo 1hc ,·alu;ition or the ini1ial S1;11e Capilal on 1he h;isis or Ar1icle 5 or Procl;1m;i1ion 
lt1.'fN. The MOl recugni/es 1he Slale C;1pi1al ;,s amounling lo \·;iluc or share c;1pi1;il, reserves ;md ;1ccumulaled 
pwfits (ncl ;is.sets) on I July l'J77. The Minislry of Fin;mces, on lhc other th.in, reg;irds 1hc Stale C:apilill ;1.s 
el1uiv;ilcnl lo 1he p;iid-up. <pi1;il hcfore n;11ionali1;1lion. This melhoJ of a .. sc~smenl woulJ lend h> increase 1he 
volume or lr;msfcrs lo the Trc;1sury. Enlcrprises under MOI supervision have followed the MOI procedures 
for c;ilcuialion of lhe Stale C1pi1al. 

12/ The "reserve fund" w;1s 11ri~in;1lly conceived ;is a specific cash fund. However, lhc a,·counting pwcedures 
followed hy lPb. do not illlnw for lhe e~l;1hlishmenl of discrele idcntiliahle fund~ ;md so 1hc profits relainL·d 
hy enlerpri .. cs (lr;m.,krn:d lo general re .. erve~) ;ire usually represenled hy ;in increase in working capital. 

B/ World ffank Fthiopiu lntf1wri11/ Sedor Rl'l'icw, Reporl No. :'i."11-ET. It. Dcremher NX5, pp. :'i:'i-t1l. 
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1-l/ Analysis of 1hc.: Sm;1ll-Sc;1lc.: lndu-.try sc.:ctor is hampc:rc.:d hy the.: use.: of sc.:wral ddiniti,ms of SSls ;ind sample.: 
sun·c.:ys with difkrin!! lc.:\·ds 1•f owc.:ra!!c.: ;mJ mc.:thods of sample.: sc.:kcti,,n. f,,r HASIDA·s purpt>-.c.:-.. ssrs arc.: 
Jdinc.:J as "any indu"trial ;ictivity \\hil.·h usc.:s nwtor ptiwcr and machinc.:s and which has fixc.:d a"-.c.:h of a \;1lul.· 
which doc.:s n1>l c.:xcc.:c.:d Birr .),OJltltl. c.:xdmiing huildings". l' ndc.:r currc.:nt kgislation ( Spc:cial Dc.:crc.:c.: :S1>.'I / 11) 
the.: inwstmc:nt cc.:iling usc.:d in the.: ddinition of SSls is Birr~ milli1>n for c.:nkrprisl.·s ownc.:d hy indi\1duals and 
Birr-l millinn for th1>sc.: ownc.:d hy businc.:ss associations and co-opc:ratiws. Cc.:ntral Statistil·al Authority 
manufacturing sc.:c.:ll>r -.ur\·c.:ys. on the.: othc.:r hand. owc.:r c.:nll.·rprisc.:s whil·h c.:mpluy murl· than tc.:n persons and 
use.: pt>wc.:r drivc.:n m;ichinc.:ry. C.\•mparison w1th a Ministry of Industry "Dirc.:c:or~i of \1anufacturing 
Est;ih!ishmc.:nts" indi,:atc.:s that the.: lah:st sun·c.:y cowrs k~' than half the.: numhc.:r of c.:ntc.:rprisc.:s c.:mpl1>yin!! nh>n.: 
th;in tc.:n pc:rs1ms. Ck;1rly. the.: CSA sun·c.:ys prmidc.: only partial cowragc.: of the.: small-scale.: industries as dc.:finc.:d 
hy HASIDA"s critc.:ria. HASIDA·s dc.:fini•ion h;1s hc.:c.:n used for the.: purpose.: of this study. All thi:sc.: sun·c.:ys 
distinguish small-scak industri;1I activitic.:s from handicrafts. HASIDA dc.:finc.:s a handicraft as a activity whil·h 
primarily usc.:s manual skills and hand tools. 

15/ World Bank. EtlriopitJ lndmtrial St'ctor Rt'lfr1,·. Rc.:pt>rt No . .'i~ll-ET. lh Dc.:cc.:ml...:r l'IX.'i. 

lh/ Traditional knding in-.titutions include.: monc.:y-lc.:ndc.:rs who charge.: c.:xmhitant intc.:rc.:st r;1tl·s and gc.:nc.:r;1lly only 
lc.:nd on short-tc.:rm hasis and the.: ikuh. The.: ik11h is a form of mutual sa\1ngs co-opc:rativc.: to which mc.:mhc.:rs 
contrihulc.: and the.: funds arc.: ,ji"tributc.:d hy lot or by consensus to an individual in p;1rticular diflicultic.:s. 

17 / E'hc.:tu Chol..: and T. Mulat. 771t· Patft'm of lndmtri11li:.a1im1 a11d itJ Impact 011 Employmmt 1111d /llcomt'J i11 
Ethiopia, I LO. l'IS.t 

IS/ Mulat. T .• Somt• :\'ott'J 1111 Employmcllt i11 .1imall-S,·af<' ;\fa1111fac111ri11K a111l Ha11diaafts /11d11strics. mimu1. ln"tituh: 
of Di.:\·c.:lopmc.:nt rc.:sc.:;irch. Addis Ah;ib;1 lfnivc.:rsity. )l)S::!. 
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Ill. PROHLEl\IS ANIJ PROSPECTS OF SUHSECTORS OF 
MANUFACTURING 

A. FOOD PROCESSl~G 

In 11.:rms of grti:-.."< pniJullitin \;1lu .. ·. f11t1.I pr11._· .. ·,..,..in,!! i" 1h.: k;ading inJu,..1ri;1l ;Kli\ily. ;1n·uun1in!! for 22.7 p1:r 1.-cnl 11f 
lolal ou1pul in 1! • .: m;muf;al"luring "cl"l11r in lllS.'\,'St•. F.1tll! pn1t.·o,..in,!! abn r;anks "ee11nd in 1.:rms of ih cun1rihu1i11n 
Ill l\IVA ( IKh 1x:r l·.:nl) ;mJ .:mpl1.ymcnl (2tl p..-r l"t.·n1 ). !\l·ir.: imp•1rl;ml. hnw.:n:r. ii has lh1.: :-.lron!!e"I h;adwarJ 
linkagc.:s 111 thc.: c.:n1m1my anJ 111\\e,1 k\-d 11f imporl Jql<'.nJ .. ·111: .. ·: in 11>S5/St1 onl~ H . .' pt.·r cc.:nl ui 1hc.: inptlls usnl 
in 1hc.: tiranch wc.:n: imporlnl. This rdln·h 1h..- "lrtlll,!! rcsourn: kN: of E1hiopi;m agri•u!lun: and lhc.: gon:rnm.:nl"s 
polil')' nf Jcwloping inJu:-.lri.::-. \\hid1 ,..;1fr,fy lh.: h;1,ic n.:nb of lhc.: llt1pub1iun. Th.: s.:•lor i" Jominalc.:d tiy four 
acli\ilics • prim;iry and sc.:n111d;ary grain pr11t.·c.:ssing (which ;irn1unlc.:d for-[~ ll<:r ccnl of gniss pnllluclion v;aluc in 
l'JS5/St•). sugar rdining (~U p.:r cc.:nl). pn1tlul"lion of wgdahk nib ;mJ fars ( 103 ll\:r 1.·c.:nl). and mc.:;al procc.:ssing 
and lhc m;mufacrurc of J;1iry pn1d1Kh ( 113 p.:r 1....-n1) - ;111 of which arc.: oric.:nr..-J lowarJs 1hc.: <l11mes1ic market. 

Owing lo its <lc.:p..·mkncc.: 11n domc.:,lic r;aw m;ll.:riak lhc.: hr;anch h;1s hc.:n alkdc.:<l hy lht.· ;1gricuhur;1I sc.:1.·1or·s pt1t1r 
(l<:rformanc.: in rc.:cc.:nl ye;ars ;mJ the.: suppl~ of raw nuleriab h;1s .:m.:rge<l ;1s on.: of lh.: prin1.·ipal conslrainh •Ill 

grtl\\1h. Over th.: t•>SO/SI h1 l'ISt1/S7 p.:ritlti th.: hr;m1.·h :Khic.:vc.:d an ;1\.:r;agc.: ;111nu;1I !!.rowlh r;alc of h..\ (l\:r ec.:nl. 11111...' 
(l\:r ccnl lowc.:r than rh.: ;1n:r;1gc.: f11r lhc.: indu,..lri;al s.:1.·1nr ;as ;a whok. ;111<l in l'>s.t/S5, l1ISt1/S7 an<l l'IS7/SS gross 
prn<luclion valu.: ;al con,l;ml pricc.:s ;KIUally fdl. \\"hik sht1rl;1ges of raw mal.:ri;als arc p;articul;1rly ;aculc.: during 
<lroughl yc.:ars. lhc prnhlc.:m is. funJ;amc.:nl;ally. nnc.: 11f Jc.:wl11pin~ ;111 agricuhur;al m;ark.:ring syslc.:m 1ha1 will slimublc 
an<l <lin:cl expansion in rh.: (l\:as;111I >.cc111r \\hich slill d11min;1lcs E1hi11pian ;1grin1hurc (sc.:c.: S.:1.·1ion \'.( "). 

If oulpul is lo tic inac.:ascJ in lh.: nt·ar fururc.:. lhc.:sc.: supply ninslrainls will ha\c.: 111 he rc.:solved. Lihcr;1li1;1lion ••l 
the grain m;arh:ling syslcm is a slc.:p in rhi:-. <lirc.:l"lion. A irc.:c.: markcl in ;agrirnhural pro<laKls will prnviJc.: ;art inccnrivc 
for farm.:rs lo slcp up ;111<l <livc.:rsiiy pn1tluc1i11n. Aholi1inn oi 1hc.: Agricuhur;1I l\larkc.:ring Corpor;11ion\ monopoly 
on Jomc.:slic lr;uk in gr;1in will fa1.·ili1a1i.: lhi.: llow 11f farm produn- inlo lhi.: urh;m and induslriai ari.:as. II will also 
allnw inJuslri;al c.:nl.:rprises lo c.:sl;1hlish dirn:I ci1n1;1d \\ilh brmi:rs. ( >ni.: ;1ppn1;Kh. alri.:;1dy pr;1i:li1.·.:<l 11n ;1 small-seal.: 
hy 1hc.: spice proi.:i.:s,ing f;Kl11ry. i-; for LKl11ri,·, 111 .. ·,1ahli,h n•nlr;Kh wilh 1llll-~rowc.:rs. Thi, will cnahk 1hc food 
pn•cc.:ssing induslry h1 Jcli:rmini.: 1hi.: l~pc.: of r;1w 111;11crial ... ii n.:i.:J,, en ... uri.: hi.:lli:r 1111ali1y con1rol and si.:cure more 
rdi;1hk supplic.:s lhan ii r;m rhrough ;111 inll'rmnli;arv. ,\n111hi:r ;1pprn;Kh is for lhi.: foi.:111rii.:s thc.:msd\"i.:\ 1t1 h.:i.:11onc.: 
imolvi.:J in lhi.: cuhiv;ali11n of !heir 11\\n r.1w 111;1lcri;1l-.. as in lhc r:1si.: 11f 1h.: E1hi11pi;1D Sug;1r Corporal ion\ largc.: agro
induslri;al compkxi.:s. 

Prim;ary gr;ain and 11il sc.:c.:<l pror,·"ing ar.: lhc prinrip;1l ;Kli\"ilii.:s 111 lhi.: Erhiopian Fond ('orp11r;1li11n (EH'). The 
corpor;alion o(l\:rall's lifleen wh,·;11 ll11ur mills. four 11f whil·h ;also procc.:ss cdihk oils and an111h.:r four undi.:rlakc.: 
Sl..'1..'ondary c.:ri.:;als proci.:s,ing. !\Inst of rh ......... mill-. Wl..'rl..' huih in lhi.: l'lt~Js or hi:fori.:. Their rrnduc1i11n c;1p;aciry \"arics 
from .J5 111 L~ll lonnc.:' p.:r day. Oulpul inni.:a,nl hy 52 per ci.:nl from 11.J,SlNI lonni.:s of llour in 1'>7X/7'l 111 17.J,tilHI 
lonncs in 1'17'>/SO whc.:n new pbnl \\;1, n•mmi"ioni.:d ;11 1hri.:i.: 11f lhe mill .... hu1 lhc.:n llurl11;11nl around 1his kvd 
during lhc l'ISOs. By l'ISS/St1 produrlion h;1d ri.:;adit·d 1'15.)IHI 111nnc.: .... 

lrri.:gubr suppli.:s 11f grain. purdusnl from I hi: r\grirnh ur;al Marki.:ting ('orp11ra1 ion ( r\MC). affc.:l"I prnd11r1 :11n. 
During lhi.: droughl 11f l1IS.'fS.J. 11111(1111 dropped hy If, pi:r ri.:nl 11n:r lhc kwl in 1h.: pri.:\"ious yc.:ar lo 1.il. llHl lonni.:s. 
In ordi.:r 111 pn:\"enl ... horla!!e' of hasi1.· r11111111111li1i .. ·, orn1rring in urh:lll ;1r,·;1., EH· h;a'. increa,ingly. had ri.:coursc lo 
imporl': in l'JS5/Xl• ~11.5 pi:r n·n1 11f lhi.: ll1111r mill,· r;1w makri;al rn111ircm,·nh weri.: md hy imporlnl whe;1I ;1' 
1.·11mparc.:d wi1h only 15 pi.:r n:nl 1w11 ~cars hd11ri.:. 1>11111,·,rir raw mar,·rials ;ari.:. iurlhi:rmori.:. of ponr q.aaliry. Thi: 
kwls of impurilic.:, .1ri.: high and p1111r ... 111ragi.: olfrn r,·,uhs in g .. 1in ddi:rioralion. Prndur1i11n i, ;al...a1 handirappi.:d 
hy 1hc age.: of i.:xi ... 1ing pbnr. lar~ 11f 'p;ari.: parh and skilkd pn .... innd for ... i.:rviring and mainri.:nanri.: work. 

Thi.:ri.: ;arc.: no pl;111, 111 ... ,1;1hli,h 1ww indu,lrial gr;1in milk Jn,li.:;ul. EH· plan' 111 rd1ahili1all' liw of ii... grain mill ... 
111 incri.:a'c.: 11ulp111. \\'11rk 1111 1hi.: Dirt.· l>;m;1 H1111r Mill j, rnrr,·nrly al lhi.: di.:,ign 'L•f!l'. When rompkli:d lhi.: mill 
will ha\"c.: a l'aparily of .\'1,IHHI l11nnc' per y1.·;1r. l.frn11\;1fi11n w11rk is al'" pbnnnl f11r milb in r\ddi' 1\haha. lkhrc 
Zi.:ir. t\:,mara. Na1ari.:1h and K:1li1i. 



In n.:ccnt year ... EFC staff han: mi1:cd C<•nccrn that rhc wheat !four produced is mil ideal from a nutritional point 
of view. Aft.:r milling the hran ( 12 per cent hy weight) and germ (3 per cent) an: scp;rratcd from the cndt~sperm 
and used in the prnJucti,m uf ;animal fcl·ds (~cc hdow). Since the hran and germ rnntain ah.mt 711 per cent of the 
wheat grain's rr;incrals and vitamin~ and most of the lihre. the production process greatly lowers the nutritional 
content of thi.: lltiur. Thcr.: ;ire pbns to produce wh,1lc me;il !lour on a tri;il ha-.is. 

EFC also operati.:s a mill prnducing. m;1i1c !lour - the Ochre Zcit M::izc Flour Mill. estahlishcd in its present form 
in 1978. This draws on domestic !':Jpplics of maiz..: which ha\·c increased rapidly in recent yc;irs as p•:asant farmers 
and the sta.c farms hav..: extended the area under maize cuhivati<m (sec Section V.B). Output has increased from 
2.41Xl tonn.:s ir. 1'.lS1/S2 to W.7 59 tonnes in l1>S5/Sh. though this remains wdl hclnw the plant's capacity of 110 
tonnes per day. Ag;1!n, the supply and quality of raw materials arc a major Ct1nstraint on pr;i<luction. Most of the 
output is mixed with wh..:at lluur for haggirg ;ind sale. 

EFC pins to l!i\·ersify the ~;·ngc of pr,1ducts m;ancfacturcd fn•m maiz..: hy establishing a wet mai1i.: processing plant. 
The plant. costing an cstim:1tcd Birr~i million. \\<•uld produce 12.200 t11nncs of starch. 1).150 tonnes of maltose and 
glucose syrup. 19,S25 tonnes ;if fructose s;rnp and ~ UlllO tonnes of partially ground maitc. These products arc 
currently imported. A Belgian c.m1pany ha, :o.hown intcrl~l in participating as a joint-venturi: partner. 

The large industrial mills operakd hy EFC supply nwsl of the grain used in urhan areas. In rural areas, on th..: other 
hand, !lour is either hand milkd in the home nr supplied hy small-scale grain mills. Atcording to the 1985/86 
HASIDA survey there were between 10,01)() and 211.000 small-scale mills in operation, each employing 2 or 3 people. 
The pni<luction process is simple, the grain is cleaned m:mually and then milled. There is no sifting stage and so 
the !lour produced is whole meal. Ur.ti( the construction of a small production facility at the Kaliti l\letal Factory. 
all thi.: machinery for thi.:sc mills was impnrtcd. They arc either electrified or diesel-driven and have a capacity of 
up to 400 quintals per hour. Imported small-scale mills cost ahout Birr25,llllll and so can only he purchased with 
a loan from the Agricultural and lndus1rial Development Bank (AIDB). Lengthy delays in the application for these 
loans restricts the cstahlish111cnt of new facilities. Mill owners also ha\c difficulty acquiring spare parts and there 
is no training a\"ailahle in maintenance pr<Kcdurcs. These scr\iccs could he provided hy the newly eslahlishcd 
production facility. 

EFC's facilities for the secondary processing nf grain products arc limited lo the product inn nf p;1sta. biscuits, bread 
and hahy food. Pasta is produccd at three nf the grain mills. twn in Addis Ahaha and the other al Ochre Zcit. 
Output of pasta increased sh;irply frnm 14.IHll) tonni.:s in 1'>78/71> to 53,hOO tonnes in l1J71J/SO when the Ada Flour, 
Spaghetti and Macaroni Factory was rnmmis~iom:d, hut taikd off to 11,0iHl tonnes in 1982/83. Prod.,, .inn recovered 
to an an:r;1ge of llJ.lltH) tonnes in the period FYl'>X5 to FYl'>XX. This is well hclow instalkd c;1pacity. Biscuits and 
galctta arc produced at the Kaliti Fo11d Facll•ry. commissioned in !1>71>. Output of hiscuits a\cragcd ahnut 240 tpa 
and galctta about 7,51HI tnnncs nvcr the l'>X 1 /S2 lo 1'>X:'i/Xl1 period. EFC also operates twn large-scale industrial 
hakcrics. Nine other large-scale h;1kerics arc run hy municipal authorities and othn government in~;titutions. A new 
intcgratcd factory al Asmara is currently ;:t lhc design stage. This would produce 4.°",750 !pa of llour. l 1,J75 lpa of 
pasta ;and 4,850 tpa of bakery products. In order tn supply th1.: hakcry sector with yeast. the Ethiopian Sug;1r 
Corporation (ESC) h;1s plans to establish a yca-.1 factory wi1:1 a capacity of 1,125 tonrcs per year. 

Production of bread is heller suited lo small-scale 11pcrations serving a local market than brgc indus1ri;1l operations. 
Th1.: 1'>85/8<1 CSA survey records 5h small-scak pri\'alc sector hakcries which accountcd for about one-third of the 
gross production valu1.: in this suh-hranch. The numhi.:r is certainly larger than this. A directory of manufacturing 
cslahlishmcnts published by thc MOI in 1'>87 lists 151 bakeries, a few of which also produce c;1kcs, hi~.cuits and 
confrctioncry. Output of bread - from 1h11sc c'>lahli',hmcnls indudcd in the CSA survey - has incrca~d from 21,81HI 
tonnes in l'J7X/7'> lo .'H,71Wl lonncs in l'>X:'i/8h, reaching ;1 peak of 40,71HI tonnes in 1')84/85. 

Br1.:ad has wa<lually hccomc a staple in urban arc:I'-. l 1 nfortunald~. AMC cannot supply enough grain lo m1.:ct the 
dcman<ls of all producers and the prnlifcralion of small-scale h;1keri.:s has inlcn.sili.:d compclilion for !lour. 
C'onscqu1.:n1ly, pri\'al1.: -,c1.:lor hakcrics h:1n: <.:ome In dcpcnd increa,ingly on grain dcalcrs whose price~ arc 
signilicanl ly highcr · han I hosc of I h.: offit·ia I dist rihul ion channcl.s. Nc\'crl hclcs•,, pri\'alc in\'C'>lors sl ill view a hakcry 
a'> a11 allracli\"c ; .. .-.:.'>lm1:111 and appliralion'> for li<.:cnsc~ in this scclor ha\'c multiplied in rcccnl years. HASIDA has 
cxpn:.s.sc<l its concern that thc.sc applicalio 'arc imilalivc or spcculati\c: many inVc'>lors cannot conccivc of pro;.:<.:ls 
in other licl<ls or arc simply inll.:rcstc<l in !he oflicial allo('alion of llour whirh thcy can thcn scll at a suhs1;m1ial 
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profil. Ab,1Ii1iun of the A\!c· ... nw1111p11l\ 1•n till· d11mc ... 1il· tr;llJ..: in .cr;rins ;1m.J the ren111\';1f of pril·e c11ntrnls will 
crll·our;1!,!C nwrc rc!,!ubr supplic> Ill lhl· url•;111 ;1r.:;1-. nen 1h11u!,!h pril·es fur wh,;;11 may ri'I .. ·. ;ind supply •:11nslraini... 
arc likely 111 hccontt· r.._.,, ... l .. \'l'fe in the .·urur.: .. 

EPA"s 11nly facility for the pn1durli11n llr pr11<"l .. ,,nJ fo1.Js1ulls is the L1ffo h11.J Farl11ry ;11 Addi ... Abah;1. l'slahlishcd 
in 197'>. This hknds whe;1I. pr1•lcin rid1 hl·;1n Iltiur (\oy;1 anJ lidJ ll<..·;ms). mincr;1b ;md \'il;1mins lo prn<lul·e b;1hy 
f110J and food suppkmrnh.. There ;1r.: n1rrl·111ly four products: Falla used in porrid!!e form for children up lo 5 
years; Duhe Dd:ct u ... .:d f.1r umlern11uri ... hcd adults and bclalin!! mothers; Melen. a preco11ked wcanin!! f111.J; ar11I 
Ed!!d. which is milk h;1 ... L·d and u,ed a ... ;1 breast milk suhslilulc or suppkmrnl. Durin!! the early )'lXlls about hall 
the plant"s output was ust:d in the go\·t:rnment· ... famine idid effort. Produt·tion Gtpacily was incn.:;1 ... ed from 12.1100 
lpa lo 22.lllKl pa in l'lS:'i .. The foll11win!,! yL·;1r output re.1ehcd 21.WO hmm.:s .. This i ... far hdow the curn:nl and 
projected dfccti\'c dcmand for ... urh produeh .. ( >n the h;1 ... is of .. \11kg ninsumption of Faff;1 prndm:ls per child hctw.:cn 
I an<l 4 yi.:;rrs of age. dcmand is .:xp.:d.:J h• re;irh -H.11110 tonr.es in t•NO and ti7.t01 lllllnl·s in the yc;1r 2111111 .. To 
mcct this dcn ... md EFC pbns 111 1: ... 1ahlish a ncw hahy food factory with a capacity of 175011 lp;1 .. Thc Corporation 
h;1s also planm:d a puhliri1y c11np;1i!,!n 111 ;i1hi,..c mulhcr•, of the nutritional hcndih lo he g;1incd from using hreasl 
milk supplcmcnh and prq1;1rcJ we.1nin!,! pwduch .. l.inkcd Ill thi,.. pr11jcc1 i,.. EFC"s pb11 for a soya hc;111 processing 
nimplcx .. Al prcscnl n11isl of lhl· s11ya 11.iur lhcd hy 1hc f;Kh•ry is impurtcd .. EFC wnsidcrs 1ha1 this prnjccl might 
hc ;11lracli\'e to a joinl-\'ent urc JMrl ncr sinn: ;1 pr11p11rt illn of I he output n 1uld hL· cxported. 

Edible 11il am! \"l:!,!t:lahlc !,!hn: suhstilulc accounts fllr I) per t·.:nl of EH.'\ wuss production \'alue .. The corporal ion 
m;magt:!'> fourln:n mills manufacturing I hese prudud s ( 11n.: of w!iit·h als11 prndut·.:, s11ap) from locally grown • 1ils..:cds 
(sc!'>ame and nigcr :..ceJ) .. All h111 1w1111f lhl·se farturi.: .. wt:rc built h.:for..: 1'174 .. ( '11nsn1ucnlly, mud: of thc i11s1alkd 
cap;1city is ohsolde and sC\\:ral pbnh arL· sch..:dukd lo hc pha,...:d 11111.. Out pul increased from 'l.400 tonne!'> in 
l'J78/7•J lo !').)!Kl tonne .. in l•l:o-i_l/S4. wh..:n th.: l\l11dj11 Edihlc Oil Mill and the It.hr Par Edihlc Oil !\Iii! wcrc 
commissiorl·d. hut has droppl'll .. in rt: I hrn to 12.l~K I tonnes in F'' J •)SS.. This is p;1rl ly he ca us.: of lct·hniral prnhlcms 
hut also hccau:....: of difliculti,·s in an1uiring r;1w mal.:rials .. In r.:ccnl year .. thc A\IC price for oilseed .. has fallen 
rdativ.: lo t·cr.:;1b and prudurlion 11f thi .... crop h;1., \lagnatcd (\CC Scclio:i \' .. B) .. The prohkm of r;1w ma~crial supplic .. 
is particubrly anllc for sm;1ll-sc1k pri\'ale s.:rlor milk r\n·ording lo a 1 IASll>r\ .. ur\'cy th.:rc wcre ahoul 170 privalt: 
\Cct11r mifl, 11p..:raling in l1IS..'i/S<1. t..:n of whid1 employed fewer than tt·n pL·rsons .. Thcy arc thought lo produce a 
ll'lal of aho111 :'i.IHHI lpa .. 

At prescnl th.: k\'d of l'llihl.: oil .. ..:nl pn1duc1ion i .. inadcqualc 111 med d11mc ... 1it· dc111;111d: on lhe ha ... is ol CSA 
slali'>lil:'>.f'l'r<"lljlila cor.surnpli11n of cdihk oil is k.,... th;m lkg per year. In ordcr 111 mrrca .. t· production, EFC pbn .. 
lo r·~hahilitah: both the I l;im;1rc"a ;111d Adtfo "11aha hlihk <>ii I\ I ills r;1i,ing rapacity hy 22 . .ioo lpa of cdihl..: oil and 
h,IKHI lpa of ghc..: suh ... 1i111tc .. Thnc arc 1111 pb11s for 1h,· r111hlr11c1ion of ncw edihk oil milb.. 

An imp11rlanl hy-pro<lucl from I h..: oil .,._.nl milling prorc.,.. is 11il r;11\c. mnl a\ ;1 animal fcnl '>llpplcmenl.. It i .. also 
produccd hy oil mill.. pr111hKilll.! incdihlc (wllon seed, lin .. .:..:d. and rap.:-.c..:d) oib.. Oulpul ha .. lltKlllall:d fr11n1 74,21KI 
tonne\ lo 17,llKI tonnL·.., o\'er lh..: l1J7S/711 to l1lS.'\/S<1 period. though thcrc ha" hccn a g.:n..:ral upward trend, with 
outpul reaching 2t._41111 l11nn,·, in 1•1s_'i/,'\t1 .. < hn thl· l'ISl/S2 111 f'IS.'\/Sli pcriod ,,,'\ pn n:nl of thc domc ... tir 
production of oikak.: w;:., l'Xporlnl, .:;1rning an ;1\'t:rag.: of BirrS .. \ million in for.:i~· .. n cxch;1nge .. Exports arL mosliy 
of collon \Ced t·akc .. The 11111rc popubr nign ... enl rakc i, \'irtually all .... Id lo li\'c'>l"rk owncrs in E1'1i11pia .. As 
dorncslic con .. 111111J1i11n h;1, innc:..,ul in r,-,Tnl ~r;ir, lhc s11rpl11, a\'ail:1hl1· f11r L'Xlll•r• ha., f.iik·n .. In y..:ars of l11w 
production m11.\( of till" 1111lp111 i' "'Id on 1hc domc\lil' market. 

EH· al,o 'di .. grain mill hy produrh for lhC a' aPi111:1I knl .. 1\ small proportion of 1hc c:ll,!Httl lp:1 mai1c ;·nd wheal 
ll1;11r hy-pr111lt1l'h (rcjl·rl cr:1in,, whl·a1and111ai1.: hr:in, and m ... 1c germ'>) '>old cad1 year arc '"Id lo !he three animal 
and poultry fc1:d pbnh 111;1n:wnl hy lh1: l.i\n(ork l>ndopmrnl ;ind l\fl'al ( "1rp11r;1li1111 ( LDl\IC). Thc l:irg.:'l of 
these, al Kalili. w;1' e,t;1hli,hcd in l1J71l. lh;il ~l·;ir pr11d11di11n inneawd ... h;1rply from 2.SIKI l11n1w.\ lo 11.\_(HHI lonrv;s 
h111 sinrc lh..:n pr11d11l!i1111 h;" ll11r111:11nl al around l:-l.llflll l11nnL·,, rradiinv. 22,0IHI 111n11c' in l'>X~/x<, Thi' is only 
a srr.111 fr:Kti11n ol lhr p111l'nti:il dl·111:111d in a 1·11111111v 1h.11 h11:1'.h lhl· br,1'.l .. ,l li··l''>lork hnd in Afrira ( .. cc Srdion 
V.B). Thl' majnrilj 111 thr 1'.r.1n:1ry h\-pr111l11r1' :1r1· '"Id dirl'rl 111 li\L''>l11rk oWllLT .. and 1kall·r,, ri;irlinrl:irly th1N· 
involved in f:tlll'11in1'. r;1lll1·. :111d lhl'd wi1h11111 1h,· :1ddi1i11n nf 111i11rr:tl arid vitamin 'uppkml''ll\.. FH · plan ... lo 
C\lahli ... h :1n 1\nim:il l·n·d l'r••l'l'\'>i1w l'l.1111 \\hid1 \\•111ld u .. , .. lh1"l' h\ pr11d11rh nrrrl'nlly "''Id 1111pr1•\'•..'"l'd lo pr.1d11n
fLTd pl'lkh and P"Wdl'h \\ith .1 hi1•hn 11111ri111111.il \:du,·. An f ,\() li11.1111nl prl' k:1·,ihili1y •.111d:, ;ir.1•.11n lh:tl lhL· 



pwjl.·d - with ;111 l.'stimat.:J lW•t i1f Birr ltl mi!'r<1n - wi1ulJ bl.· lin;111l·i;1lly \"iabk· anJ \\llUlJ al."1 1mwiJ.: a \;1luahk 
input t\l th.: liwshl\.'k sl.·ct.1r. 

\".:g.:tabk and fruit prill'.:,..,..ing i,.. unJl.·rl;1h·n hy twn pbnts m;mag.:J hy th.: Fruit lkwliipmcnt Cnrp,1r;1ti1ll1 (FDC: 
under th.: Ministry nf St;1te F.1rms D.:wl,ipmcnt ). These pniJul·c wgetahk snup. bean anc..I tnm;1to paste. anJ 
canned wg.:t;1hks anJ fruit. l'niJuctinn nf tinnnl nr;mge juice sr,ippcd in i'J7'l. Output of pnin:ssed vegctahk 
products has lluctuated in rel·l.·nt years. though the general trend has been d, l\\·nw;irds: h. 7tih tonnes of vegctahk s\l;1p 
were pwc..lun:d in 1'17S/7'l bu! ;1nl~ 1.-l5tl h1111tc·s in l'IS.:'\/Sh; 15> tnnnes nf h1m;1to paste were proc..lucec..I in l97S/7'1 
hut pwducti•lll grnund hi a h;1lt in the early l'l:-\lls and then rcsumcJ in l'IS.'. afl\.'r the pbnt haJ hecn rdurhisheJ. 
and r.:;1cheJ l.'ltltl tnnncs in l'lS5/Sl1; simibrly prnc..luc!ion ;if mar111;1bde hcgan in J•ISl/S.:! hut w;1s ,..uhs.:qul.·ntly 
!>Usp.:ndcc..I anJ th.:n resumed in l'lS-l/S5. ;1utput \\;1s _;511 h•nncs in l'IS5/l'ili. 75 p.:r l"Cnt lllwer than the year hd,irc. 

Irregular supplies 11f r;1w 111;1teriab - pulses in p;1rticubr - h;1\e hccn on.: of the 111;1j11r c;i'lstrainb nn pr.ic..lul"tion. 
Sn ton ha ... the nceJ t.1 imp11rt c11b. lmp11rtcJ ems arc cxpen!\iw anJ deliveries unrdi;1hk. Ciin:n Ethi11pia's 
inad.:4u;1tc sh1r;1gl.· anJ distrihuti1111 facilities. th.: .:xp;111,.,i1111 11f prncosing c;1pal"ity f11r fruit anJ vq!ct;1hks 111.:rits 
c1msic..l.:r;1ti.111. Pwdu.:tiPn wi1uld bi: targl.·t.:J al the d11m.: ... 1ic m;1rkct. th11ugh cxp,,rt;. 11f hllrs.: hi:;m p;istc t11 the 
MidJk East c11uld hi: ninsidcrcd. Ethinpi;i alrc;1Jy cxpnrh fresh fruit ;md \q!d;1hks hut must 11f th.:s.: ar.: snlc..I ;1t 
a l;iss. [\1.'n Sll. th.: pril'C nf 1.'Xpi1rtcJ frl.·sh fruit and \1.',!!dahks i ... g.:ncr;11ly llhlrl.' atlradi\l.' than fiir prnC\.'SSl.'d ;md 
canned pniducts. 

Prnductinn of spin:s is 1111.: ar.:;1 in whid1 EH· Jo.:s h;1\·i: export p11tcnti;1l. A spir.: cxtr;Ktilln pbnt was \.'Stahlishl.'d 
in 1'170 a" jllint-\entur.: b.:tw.:cn ;111 Ethinpi.m ;111J a l 1S wmp;my. Thi.' pbnt wa ... J.:signed to produn: ISO tpa of 
semi-fini ... h.:d r.:d pq1p.:r llkllrl.'sin f11r npiirl. Owing Ill Jiflicuhi.:s in an1uiring raw materials - ahnut thrl.'.: quarl\.'rs 
of which ;1r.: suppli.:d hy small-h11ld.:rs. thn,ugh thl.· A\H' - pniJul"tin!l n.:wr reach.:d full c1pacity. T .:chnical 
a.~sistan.:e fr11m l';\;IDO hdp.:d th.: fa,·111ry in~t;1ll ;1 tu:ility fPr th.: s.:p;ir;1tion of ok11rcsin paprika (75 per c.:nt hy 
w.:ighl) and s.:mi-lini,h.:J llk11r.: ... in .:;11i...i.:um fr11m crud.: nkm.:sin pqip.:r. By purchasin!! its inpuls dir..-l'lly fri1m 
small-hnld.:r ... upplit:r ... an.I in.:r.:a ... i:t)-! th.: 1•n1dur.:r pri.:.: hy 75 per c.:nt ah1wc th.: k\d form.:rly paiJ hy th..- AMC. 
th.: faclllry has h..-.:n ahk 1<1 ... n ... ur.: rq!ubr suppli.:-. 11f inputs. As a r.: .. ult. pnidurlilln inn.:a.,.:c..l tn n.:ar full l";1parity. 
the l'X-foctllry pric.: llf prllducts h;1, in,r..-;1s.:d ;111J th.: ... ak ... ha\"l.' di\"crsifi.:d. Ahllul 70 p.:r c.:nt nf proJuclinn i ... 
.:xp11n.:J (an av.:ra!!I.' 11f 1115 1<1nn.:s p.:r y.:ar 11\.:r tlw p..-riPd FYl'JS5 !n FYJ•JS•l. with ;1\l.·ra!!I.' ..-;1rnin!!s 11f Birrh.7 
millinn) nwstly Ill th.: l 'SSR and Etm1p .. -. 

:\lthllugh l hi: mark.:t fpr Ph:nr.: ... in,., i-. e:-.l r.:mdy u 1mpd 111v.:. l hi:re is sr11p.: fllr th.: ..-xpansinn nl l.·xpon s;1k:s. 
I lnw.:\".:r. if .:\port prndur1i11n i' t.1 hi: innl.·;1'.:d. irid.:.:d if prodlll·ti1111 i, Ill hi: m;1inlain.:d at th.: n1rrenl k\d. the 
pbnt will h:•v.: 1< 1 he rd1;1hilit:11.:d. Thi: m;Khin.:ry lN:d in prim;1ry pn ic.:ssing i-. nm\ .:ight.:.:n y.:;1rs old. II is pron..
lll fr.:qu.:nl hr.:;1kd1l\\n' ;111d i ... indli.:i.:nt. Funh.:r11111re. lhl.· Li.:ili1i,· ... f11r qu;1lity n1111rol and pbnt mainkn;111r..- ;ire 
inad.:qu;1k. Thc Ethi11pi;111 Spi.:..- Extr;1di11n L1l'lllry ab11 ha' pbn ... !11 div.:rsify prllductilln. curri:ntly rl.strirti:d to 
th.: pro.:.:,,in!! uf 11k·nrl.·,in p;1prib and c1p ... in1111. r\ mud1 \\id.:r r;111g.: of spic.:., n1ulJ h.: pni.:.:ss.:d hy thc sam..
pl;mt if small-hukkrs l'llllld h,· l"·rsuadnl lP h.:gin rnltiv;1liPn lln a n1111111..-n:ial !'.l'ak. Rcs.:;1rd1 wnrk i!-. n1rr.:nlly 
ulllkr \\;1y Ill id.:nlify th..- mml prllmi,in!! ar.:;1, f11r d.:vd11pm.:nt. Thl.·.,i: ar.: likdy 111 include prol'l.'!-.Sing of gingi:r. 
garli..- ;111d hb.:k p•:pp..-r lum.:ric l>i,.:r ... ilir;1ti11n may hdp th..- pbnl kvd oul sl.'asl1n;1l \"ari;11ion!'. in prnJ1Kli11n 
a.:tivity. 

Sugar is pr11dur.:d ;1t l\\ll a1'.'.fll·indli-lri;1l l"•mplo.:' npcr;1lnl hy th.: Llhillpian Sug;1r ( '11rp11r;11i11n (ES<·; !'.l.'I..' Secliun 
\'.B). Thi: bq.!.:'l nf thL''l.'. al \\'unji in Sh11;1, h;" ;1 pn1durti1m l\1paci1y of llHl.(HHI 111nnl.·s uf rdin.:d s11g;1r per y.:;1r. 
Thi: nlhl.'r, at M.:thara. ha_, r.:r.:nlly k.:n upgr;nkd Ill a 1·apari1y of 'J:\.IHlO tnnn.:s p.:r y .. ·ar. l'roduclilln of rdin.:d 
... ug;tr inn.:;1s.:d frllm l.'\\tltlll t11nn..- ... in 1117S/71J Ill a pL·ak Pf ISl.tltHl l111111l.·s in FYl 1JSh ;111d then ldl to 111.'\,tHHl 
lonn.:s in FY l'IS7 ;ind 17\llllll l11nnl.·, in 1-'Y l'IS.'i. l'r11dudi1111 11f m11i;i,,.._.,, lhl.' prinripal ... ugar rdin.:ry hy-producl, 
has flllh1w.:d a !-.imibr p;1lkrn. Oulpul ;l\.:ragi.:d 11-l,)tHl l11111ws from l'lSl/S2 111 )1JS5/St1. Although th.: dkl'tiv.: 
d.:mand 1H1 thc dllrrn.: ... ti.: 111;1rk.:1 .:xr.:,·1 1.rrnlu.:tion - irHknl ~,ugar i ... raliunnl in som.: urh;•n arl.'a'> - and the qu;1li1y 
11f th..- 'ugar 1m1durL·d i, s11111,·1inH:' hd11w inkrn;1li11nal st;111dard,, FSC' .:xporls ahoul lli.:'i pa .:rnl of its output 
( ;1wraging 211,IH lO 1111111,·, 11\l.'r l hl.· l'Y 1'1.'i5 111 1-'Y I '1.'i'I pi.:riod ). Ah1111l h;ilf the mob_,.,.._.,.. prod111·.:d i' ab11 .:·:p1 irlnl 
(an av.:r;ig,· of .\7,ltlll lpa in th.: Ii\,. y.:;1r, 1<1 l·Yl'IS'I). In ord.:r lo 111,·.:1 the gn1\\ing dom.: ... ri' 111..rk.:1 for rdin,·d 
_,ugar lhl.' go,,·rnm.:111 g.1v.: th.: go·ah,·;1d l11r ;1 new $22.'i 111illill11 .. ug.1r t·11111pk·x ;11 hnd1a;i in l•J,'\'J. Th,· Ill'\\ rompl.:x 
has a pbnn.:d c1p;Kity of S.\OIHI 11111n, .. , in lhl· initial ph.1,.:. ri,ing to 127,tltlll lonlll.'' in th.: .:ighlh y,·;1r. II will al ... 11 
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fll:gin prnci.:ssing of sugar hy-pnlduch. throagh the l'Slal>lishmenl of an ethanol plant. This will he used as a 
petrnkum suhslitule. 

ESC al:;o operates IW;l f;K111ries m;tnufacturing nmfcctionery pnlducls for the domc . .;lic market. Six small-scale 
pri\"atc sector enterpri~es also pnldun: nmfcl"!ioncry. Output of these products has nuctuall''' around -i.1100 tpa over 
the 1978/79 to 1985/8<> period_ Then: ;ire nl1 plans to install new capacity in the puhlie sc:ch :, though this sector 
may have potential for further small-sc;1k dc:wlopmenl. 

Tl>lal mc;1t prnduc1i.in amounts lo ah111.11 -U5.000 lpa (equi\"alc:nt to 13-1.i kg per capita). Most of the meal for 
dl>mestic consumption in rural arc·as is supplil:d hy hackyarJ slaughtering. through pri\"ale sector retailers. Ahout 
half the mc:at soid in urh;m ;m:a~ is sbughlc:rd al municip;1I ahalloirs and sold fresh or frozen through the official 
retail channels_ Apprrn.imatdy 23 per cent (an a\"crage of '1500 !pa over the 1'>81/82 to 1985/86 period) of the meat 
prnJuc~d umkrgt>l..'S furthc·r pniccssing. Pr,icessed meat is unsuited to ll>cal eating hahits, most of ii is either 
exptlrted m sold to the armed f,,rces. Nc\"l:rthdess. one: would expect that Ethiopia's huge li\"eslock herd could 
pnwide a sound hasis for !he de\"dopmenl t>f cxp.irt-oriented meal prnl·essing facilitics. 

Unfortunatdy. lhe Li\"estock Den:lopmcnl ;md l\leal (_\1rpor;11i,1,1 (LD!\IC), which operates six meat pnicessing and 
packaging facilitics. has been pfagued hy high production costs. unrdiahle ddiwries of packaging products and 
im:gular supplies of li\"l:slnck. ;1ll 11f which ha\"e impaired the c.·or: 1ra1ion·s prnfitahility and exptirt pt>tcntiaL LD!\IC 
purchases animals l·olh for expnrt and slaughter. It has In com(ll:IC with pri\"ale scctor dealers who c;1n often offer 
mme fa\uUrahk terms_ :\l11rcn\"cr. the ljUality of animals ddi\"ered for slaughter is generally poor. Endemic animal 
discascs. the infrequent use nf fc..:d suppkmcnls and the lengthy trek 111 sbughtcrhouscs all conlrihutc lo pt>t1r 
4u;1lity. r\hattoirs often ha\"c sl11ppy hygiene pr;Kliccs. thc cold stor;1gc facilities arc limited and slaughtning mcthods 
;ire often indficicnL The Natinn:.11 Leather ;tnd Shoe Corpor:.llion (NL\C). for instance. compktins that !laying ;md 
sloragc n11.:1hods oftcn c;rnsc faults In hid..:s ;rnd :-.kins_ L!\IDC is currently trying to resolw some of thcsc prnhlcms 
hy upgrading th.: .,!;mghlerhou-;c faciliri..:~ al fnur ,1f its ahat111irs. 

LD\\IC prnduccs wrncd h·:d. hed in jelly. hoikd bed. minced me.11 and wot (Ethiopian curry made from hcd ;md 
mu1111n. accounting for 75 per cent of lll11put fr11m l1>Sl/8.:! 111 IJS5/Xt.) in addi1i1m lo meat products which undergo 
no pnicessing - fro1en carc;1,scs and h11ncd meal. Output of mc:.11 products h;1s fallen from a peak of 15,SOO tonnes 
in l1>s I /S.:! to jusi :i.1150 lonn..:s in l'>S5/l\l1_ This is ktrgdy due lo shortages of li\'c!»IOck ;rnd financial constraints. 
r\s production laik<l off. n:snurce . .., \\ere c11nc.:nlraled in lhn!»e plants which process mc;1t for export. Production of 
w111 f1lr !he d11mcs1ic mark.:! has dropp..:d from l.:!,Stltl tonnes in l'>Sl/S2 hi -15tlll tonnes in l'>S5/St1 - from SI per 
cent of total nutpul 111 711 pcr ccnl. r\lth11ugh LDl\fl' has gi\'en prinrily to exp11rh, which haw ;1\eraged l,'>llll tonnes 
(Birr5.S million) owr the period l'IS!l/SI to l1h:t1/S7. mml of its cxpml s;1lcs ha\'c hccn made al a suhsl;mtial loss 
owing to high prodUl1ion costs. ( 'on,cqucntly. pr11spccls for the cxpan ... ion of the meal prnducls exports in the near 
fulun: arc poor. 

In the mid- l'>SOs ahoul X5.t~HI tpa of slaughtcrhousc by-products wcrc collcctcd through the public ahat111irs, of which 
ahoul 7,Slltl tpa wots uscd fnr hum;rn rnnsumplion and 41>.IJtHl tpa was used for imlustrial purposes (meal and hone 
meal). Meal and hone meal contains a high proportion of easily digcstihk proteins and is used in fccd compounds 
for poultry and pigs. ffowcwr. duc lot hc lirnilcd c1p:.tci1y ,,f fccd mills in Ethiopia mos! 11f the meal and hone mcal 
produccd by the ah;illoirs isl xport.:d. Blo11d meal is also a \'aluahlc fced supplement, !hough production is limitcd 
hy lhc low e;ipacily of dry-rendering pbnrs :.11 the puhlic ah:.11111irs. Tn:hnical for i'> used in thc manufacture of tallow 
for sale lo the soap and dicmic:.il plant-, though ii could also he 11..,1.·d in lhc manufacture of high energy feeds for 
dairy calllc. Domestic consump1i11:1 of t;1llow ;11nounr..:d 111 21>ll,lltltl 1111111,,,:s in 1'>85/Sh, 1>h per cent of which was 
supplied by El hiopian ahall nir.... A ll i':I DO sl udylf has :.1rgucd that the r :.rngc and rnlume of slaughterhouse 
hy·producls U\Cd in ;h~· manufacture of animal fccds could he incrcascd, thereby ;,lrcnglhcning lhc linkages between 
the industrial and agricullur;il scl·tors. 

D;1iry farming is the mosl intensive clement of the li\'eslock sector. Most of the milk supplied to urh;in areas is 
providcJ hy slalc farms which mak..: u..,c of animal feeds and rnl1iva1cd pa,lurcs. I.MDC operates lwo milk proc..:s!»ing 
plants producing paslrnri1cd milk. Output ha . .., inrrc;iscd steadily in recent years, ri!»ing from XO,IJOO hi in 1'>78/X'J 
lo UO,IKHl hi in l'>l-i5/Xb, in line with the cxpan.\i1111 of stale dairy forms. Small quantities of milk powder (.'\IHI tonnes 
in I 'JS) /Xt1) arc im porll'd 10 :.upp~c mm! ilornc..,I ic prrnlur! ion_ A limit cd quanl it y of llairy produrl:-. arc pn ll'e!»scd 
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- an a\·erag...: of 550 lpa ,,f buttl·r ;mJ g.hl.·l.· anJ NI t"nnl.·,., ,,f dK'l'"l' ,,wr the l'IS l/~C to !•IS5/:-\l• 1x:ri"<l - ;11 a pbnt 
operated b~ I.MDC Yirtu;1lly ;111 prun:~s..:d <lairy prn<lucb ;ir..: ~·•IJ in urban ;1re;1s. 

B. UEVERAGES A'.\D TOBACCO 

The gross pro<luction \"alu.: of Ethi,•pi;1·,., h ... ·\.:r;1gl.' industry gn.:w by an a\"._·rag. ... · of CA 1x:r c.:nt pn y..:;1r in r.:;11 t.:rms 
lx:tw.:en 1'17-S/7•1 and l'N1/S7. Th.: br;tnch is d,m1in;1kd by four hrewcries which acn•unted f,,r :\..'\ per c.:nl of g.ro~' 
prn<luction \·alue in l'IS)/:-\l•. \\"hik hr ... ·wing. h;1s seen th.: fastest rate or gnw.1h in recent years. larg.dy lx:l·ause of 
the commissi.ming. of a n.:w l•r.:w.:ry in l'lS-t. there has also lx:en a sig.nilic:ml inaease in the production ,,r soft 
drinks. mineral water. win..: and ak,•holi.: liqu,•rs. The inJustry has also slrcng.th..:n..:d backward linbgl·s to the 
agricultural secll•r thrnugh th..: ..:st;1hlishm..:nl ,,f a malt.:ry. A st..:ady exp:msion of pn.Juction in this br;mch is 
expecll.'d in the futur..:. targ..:tnl :11 th..: Joml·stic mark..:t prim:irily hut also l:1king. aJv;mtag..: ••I th..: export 
opportuniti..:s within th..: r.:gi,1n for h..:..:r :mJ min..:r;1I w;1tl·r ;md in Eurnp..: and Nnrth Am..:ril·;1 for wine~. 

Amho Miner;1I Water f;ict.1ry. m;m;1g.:J hy EBl ·.'>\as ••rigin;1lly .:stahlish.:d in th..: 1'>.'4ls ;111J th..:n rdurhish..:J in 1'1711. 
The factory h;1s twn bottling li:t.:s with ;m install..:J c;1p;1ci1y of-"' milli,m h5tkc h••!tk,.,. Although the "ourc..: is 
plentiful the plant oper;1t..:s on a two ,.,hift basis ,,\,ing to technical problems. ,.\n,•lh.:r min..:r;1I w;1ll.'r houling. plant 
al Bahik also Jat.:s from hdnre 1'1-111. much ,,f th..: cquipm..:nt is olJ ;mJ th..: fac1,1ry is in n..:.:d uf a C••mpkt..: 
<Werhaul. In spit.: of th.: pbnl Jdicienci..:s. ,1utput has incre;1,.,..:J from LN.01111 hi in 1'17S/7'l to :::!~.t10ll hi in l'IS5/X<1 
anJ from .'\1.1 million hollk" in FY l'ISt• to .>11.S million h••llk" in FY 1•1ss. Ewn "''· l·urrent pr.1duction is insuflici.:nt 
tu meet !••cal JemanJ. Ther.: ;ir.: pbns to .:xp;md 1m1Juction at h••th th.: Amho and Babik fa.:lliri.:s <luring th.: 
FYDP (FYl1l'Jtl-FYl1l'l-l) anJ a hllllling plant at Komhokha, with ;1 pbnn..:d c1p;icity of 1-t milli.m hollies. h;1,., h.:.:n 
includ..:J in th..: inJic;11iv.: li,.,1 of n.:w pruj..:cb. Whilst .:xp;mJing pr.1Jucti1111 f11r thl· <l1•ml·stic mark.:! EB<· also h;1s 
plans lo h.:gin exp.ins 11f E1hi,1pian mincr;1I \\;11.:r. 

On.: con,.,ignm.:nl ,,f J:::!llJHHI hllllks uf Amho min.:ral w;1tcr \\;1s shipp.:d Ill Djih,1111i in FYl'IS5 . .:;1rning BirrlS.IHMI 
in for.:ign exl·h;mge. I h1\\<.'\"l.'r. ''''ing Ill th..: shurl shdf lif.: llf Amho\ carbon;11.:d wah:r. th..: nrJ.:r \\;1s n11l n:n.:w.:d. 
lmprowd bn1tling m..:1h11J,., woulJ r..:solv.: this prohkm. hut, fur th..: pn:s.:nl, EB(' ha-; d.:ci<kJ to Je\'d<1p .:xporb 
.if llat wall.'r in,.,lcad. A !'>man pb ... 1ic holll..: making plant j.., to he installl'd in the Amh11 factory ;ind th.: p;icbg..:J 
w;1t..:r will h.: ..:xporll.'d to n..:ighhlluring r<1un1ri.:s. EB<· \i..:ws Djih11uli and S;iutli Ar;ihi;1 "" th.: twll m;1rkets wi1h 
th..: gr..:alol poll.'nlial and ..- ... 1im;1ll.'.., 1h;1I npllrh of on..: million h1111ks n1uld h.: achi..:\'..:J in lh.: m.:Jium term. Th.: 
t;1rgct for FY 1•n-t. J..:1..:rminnl hy th..: 1\101, is f11r ..:xports of 5 .. \ millilln h1111k .... 1'..:n.:1r;11i11n of h111h the Djibouti 
and S;mdi Ar;1hi;m mark..:h \\ill 1h•I hl' l';1..,y. l>jihlluli h;1, r.:r..:ntly op.:nnl a houling pbnl of its <l\\.n ;111d. \\hik this 
plant cannol .'iali,fy l,K;1l tkm;111d. th..- 111;1rk..-i is ;1lr..:;idy d11111ina1..:d hy Europ.:an min..:ral wal.:r hranJ..,_ Europ.:;m 
min.:ral w;11..:r ... ;1b11 h;i\'r a high m;irkd prolik in S:imli Ar;1hi;1 anJ Ill win a m:irkd ... h:ir..: E1hiopi;111 min..:r;1l \\;1trr 
will haw Ill r11mp..:1.: on prir.:. ,\ 111;1rk..:tl impr11veml·n1 would ;1lso h;1\l' 1<1 hi.: mad..: 111 the parkaging. l;ihdling ;md 
prc ... ..:nl;1ti11n of rxporlnl min.:r;1I wat.:r. Si1K.: prll<luclilln C••sls ;ir.: r..:bli\'dy high in Ethiopia . ..:xporh may h;l\..: 111 
h..: ... uh ... iJi1..:d if th..:y ar..: Ill n•mpd..: df..:cli\dy. Th..: loralion of th..: min.:r;il ·,i.,11..:r ho11ling pbnh aw;1y fr11111 thl' 
majllr p11rl a~ra\'atc ... thi ... pn•hkm. Tr;in,111•rt n•si.., within Ethillpi;i add signific111tl~ 111 th.: 101;11 Jdi\..:ry '-""' Ill 
.:xporl mark..:ls. 

S11ft drink, ;ir.: manuf;1rlurl'd hy d..:\Ol 111..:dium- ;111d l;1rg..:- ... c1k ..:nl..:rpri ... cs, thrt·..: of which Ml' priv:itdy owned and 
th..: r.:m;iind..:r undn ED<· supl·n·i,i11n. All hut (\\11 •.11 lhl· puhlidy 1mnnl l'nll.'rpri"l.'' \\1·r..: ..: ... 1;1hli ... h..:d hdnr.: 1117..J. 
Th.:y s..:rv..: di ... rrl'I..: rl·gi11n;1l 111;irk..:h · Dir•: ! ),,w;,, ,\,m;1r;1 anJ I>..:s ... i.: - and till' t·apital. Th..: r;ingt: of prod1Kh i ... 
quil<.' n;irrow and pr11durti11n i ... d11111in;11..:d hy hraml ... 111;1d..: und..:r lir..:nr..: fr11111 f11rl·ign n1mp.1nics. ( >u1pu1 jumpnl 
fr11111 21..l,JH hi in 1'17S/7'1111 7111,S U hi in 111711/Sll hut "uh ... l'l(U.:nlly kvdkd 11111. Within th..: puhlir ..,l·r111r, h11\\<.:\l'r, 
pr11dul'1ion h;1.., wnlinu..-d 111 innl·;l\l', ri ... ing lr11111 111.-t million n;11c ... in FYl'>SS 111 LU mih11111 in FY1•1ss. Th..:rr 
i .... no indira1i11n that lhl· m:irkl'I i ... s;1l11r;1ll'd al n1rrl·n1 kv.:I' of pmduction, ind.-nl thn.: i ... 1h,1ughl lo hl· ;1 
n •n ... id..:rahk un,;il i"lil.·d 1km:ind. On..- 111 1 lw hi~..:'I pr11hkn1' fat·ing I hl· ind1a...1 ry i ... I Ill' p1111r I ran,porl Lari Iii il'" and 
high fr..:ighl rn ... i.... < '01Jsl'llUt·n1ly . .,..hik· h1111k·d ... 11f1 drink .... ;ir.: rt·:nlih a\;1ibhk in till' maj11r l·i1i..-, lhl·y art· ... 1ill 
r111np;irali\dy "c1rr..- in lht· rur:il di,trirh. \\hu..: till' hulk of th.: pnpul.11i1111 liv..: .... l'rmlur1i11n i" al ... 11 c1111,1r;1inl'll hy 
th..: 'h11rlagr 11f hollk' and lhe 1kpcndrnn- on imp11rkd r''l·nrr ft1r lirl·n,nl hr.ind, - am1111111inµ 111 117-t l11nnl"' in 
l1IS.'i/:-«1. l'rmlurlinn 111 lnral brand' mi1.d11 hl· ..:xl.:mkd pr11li1.1hly. Thi ... ind11 ... 1ry might al"' hl·m.:lit from an infusion 
11f prival..: c1pi1al 1hr11ud1 ih.: mulliplira1i11n 111 \111;1ll·,r.1k rt·gi11n;1I h1111lin11. plani.... 
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There arc four hrcwcrics operating in Ethi11pia. all man;1gcd hy EBC: the Addis Abaha Bn.:wery opened in the 1920s; 
the Asmara Brewery d;1ting from the 1'>.~ls: the Meta Brewery at Sehetta huilt in the l'JUls: and the llarar Brewery 
wmpkted in l'JS5 with a:;sistancc from the ( i1wernmcnt llf Ctechllslovakia. Output h;1s increased hy 75 per cent 
in the past decade. rising fr1m1 -N5.5tlll hi in t•ns/79 to S7h.700 hi in FYllJS.'\. Nevertheless. output itas failed to 
catch up with domestic Jem;md. which h;1s remained strong despite suhstantial price rises in llJSh. EBC plans to 
inm.:ase pr1l<luctilln signilic;mtly during the FYDP. In N1wemher l'IS7. it announced that a fifth hrc,•cry would he 
huilt at Bedde in lllubabor. with a c;1pacity of 250.000 hi. The brewery, which is expected to cost Birr&'\ million, is 
to he financed in part by a long-term credit exh:nded hy the Ciovernment of Ctechoslm·akia. which will also pnwidc 
tccl.nical assi ... tancc and mu~·h of the equipment. A sixth hrcwery has alsn hecn included in the indicative list of 
projects for the FYDP. 

Production at the exi-.tin!! breweries is pbgucd hy technical difficulties arising frllm the age of m;1chi11ery and 
sh,irtages ,if spare part-.. At the lbr;ir hrc\\cry. for inst;1m:c. the lahelling machine frequently hreaks down and 
production 1if labels - and ..,,, prnducti•in f11r export - has to he suspended. There arc abo acute shortages of honks. 
EBC runs two h11ttlc making foct.irics. one in Addi-. Ababa and the other in Asmara. However. both plants ;ire olu 
and. though output has tripled fn1m •J million bottles in l'JStl/SI to 27.h million in l'IS5/Sti. this is ... till not enough 
to meet demand. \'irtu;1lly all boulc ... arc sold on dcpmit in Ethiopia and reused m;my times, consequently their 
1.1uality i-. gcncr;1lly ponr. 

Breweries have also f;Kcd prohk·ms wi1h thi: supply ;md 1.1ualit~ of malt. Bdorc the Asscl;1 !\.faltcry was complctcd 
in l'IS-t. mo..,I 11f thc m;1lt u ... cd in 1hi: hn.:wcrics had to hc imporll:d: in l'>S.1/S-t only 211 per cent of the m;1lt used 
was supplied l1ic;1lly. After thi: Asscla maltcry began opcr;llions output incrca~ed r;1pidly during 1h1.: mid- !'>Sib, 

rcaching I ).(11111 hmncs in FYl1lS.'( I Ill per cent of nominal ins1;1llcd capacity. Whcn the Asscla Mallery attain1.:d 
full capacity in l11S7. m;1lt imporh ... topped. Furthcr incrca:-.e-. in domestic m;1lt pruduc1i,1n capacity arc planned for 
the FYDP period hl mcct the demand ;:ri:atcd hy cxpan-.ion of the hrewing industry. Cap;Kity ;11 the As-.cla Malt cry 
will incrca-.e hy 5,000 tonnc.., and a new :\fahcry al lkdek h;1s hccn included in the indicative list of projects. 
t:n1-.1rtunatcly. the quality of d11mc-.tic;1lly produrcd malt is generally poor (the protein rnntcnt is high and 1h1.: 
extr;1ct low) 11wing lo the l11w qu;1li1y of h;trcly supplied hy !oral slate farms and co-operatives in Arsi ;ind Bale. 

Despite these problem-.. the :I.IOI h;1s ;1mhi1i11u-. pLm-. lo incrc;1sc ex1111rh hi a tar!!cl of .\'ill.01111 I hy FYl'N-t. In 
rn:cnl yc;1rs. EB<· ha~ sun:essfully - hut 11111 ;always prolit;1hly - t:Xpllrled hci:r 111 the fllrmcr l'DR Ycmcn. Djibouti 
;rnd. in small 4u;111tities. lo Europe and 1he l ~nited S1;1lcs. The \11l11me 11f export-. h;1-. lluctuated m;srkcdly. falling 
from .'-'i.'i,111111 I in FY l'IS) lo 2-tJHHl I in FY l'IS7 ;rnd ri\ing ag;1in lo lti)Jlllll I in FY l'l:·N. when t:xporls generated 
Birr2:\S,1Hl0 in forcign cxd1;111ge. Djih1n11i i' idcnlilied ;"the market with the grcalc! 1i.1tcn1ial. thou!,!h EB(' hclic\e:-. 
it may he po,sihlc lo l·xpand l·xporh lo olhcr counlrics within lhe PTA rq.:i1111. If E1hiopi;111 heer i-. to \1.:Cure a 
foothold in thc\C m;1rh·h. EB<· will h;1vc lo impr11\c lhc pacbgin!:! ;111d l;1hclling of hcl·r holllc-.. It will ;1ls11 h;1vc 
lo increase production and the 'lu;ility of the hollies lhl·rn,che,_ l lntil recently. EB<· asked export cu,lomcrs lo 
return h1111lc, hcc1u'c they \\cre in ,1u;h ,hort 'upply. Thi., pradirc is unhi.:ard of cI,cwhcre. Since t!te co:-.1 of 
produring hollies in E1hi11pia i, approxi111;11·:ly .\ll pn cent higher than tho\c a\;1il.1hlc from foreign -.upplier-.. it may 
he worthwhile 111 inve,1ig;1tc ahcrnalivc. di,pmahk packaging 111;1leriak 

EB(' oper;1lc' three wincric~. lwn in ,\ddi, Ahah;1 and onc ,\,mara. and a f1n1rth " under pri\alc ownership. 
Allhough thew wirwril·, ;m.: 11ld, d;sling from the l'l)lh 11r hdorc. they h;1\c m;111.1gl'd Tc;1,c oulpul from 71,IHlll 
hi in 1'>7S/7'1 lo IO.\.lilHl hi in l'IS.~/Sh hy innca,ing rapat·ity utili1a1ion. Oulput 1;1incd al ahoul this lcvcl 
'inn- I hen. l'rodurlion i, 111;1inly dircdcd al lhe d11mcs1ir markcl, lllllugh lhc Aw.1 'v. lhc brge.\I of !he f11ur, 
wi1h a (aparily 11f 15 milli11n 11.S I h1111le, per year, h;" lkvclllpi:d some nporl In FYl'l.'i:'i wine cxp11rh 
;1m11un1cd to 1'10,IHMI I. f;.lling lo 2<•.IHHI I 1hc f11ll11wing yi.:;ir and then rcro\ering 111 .llHHI I in FYl 1lS11. whl:n the~ 
gencralcd Birr2.\11,llOO in foreign cxd1an~!c. l>jihouli and Kcm;1 arc the principal l·xport rnarkc:-,_ 1hough a ,uh-.tanli;il 
(1uan1i1y Wa\ shipped (o llw l rssR in l'l."i-l. S;1rnplc ,IJipmenh lo Europe, the l foiled Sla[C\ and Tan1;111ia h;1\C al,o 
hcen well rct·civcd. Sinre the quali1y i' g1:ncrally good and lhc production ml·lhod' mccl EC' standartb, EB(' 
believes th;1l it niuld im·rl·aw ih wine cxp11rh ~uh,1an1i.illy in the n.:;1r fulure. An cxp11rl target of."i'IO,IHHI I h;1' been 
sci f11r J'Yl'l'l-l, To ad1il'\l' 1hi, go.ii, LB<· will have lo undnL1ke an in1u1,ivc rnarkl'ling c1111p;1ign. l'rodudion rn;1y 
al,o h,1\c II• he inrrcawd. Thl· t-.111,lru.-iinn 11f a compklcl~ new winn~• has hl·l'n inrludnl in lhc indir;11ivc li't of 
projn·h for lhc FYI>!'. 



One of the major prohlcms facing the Ethi,1pi;m \\inc industry is thl· supply of raw m;11crials. Mosl wine destined 
for domestic c11nsump1ion is made from dried rai:-ins imported from Turkey and the Yemen Arah Rcpuhlic: in 
19S5/St1 imported raisins ;accuun1cd fin 1wcr till per cent of the wine industry's raw malcrial input. Export wines. 
on the olhcr hand. arc m;1dc from l11cally grown grapes. These cost approximately twice as much as the French 
equivalent. A reduction in raw matcrial custs would. thcrcfore. help lower thc product price. As with thc hrcwing 
and mineral water hollling industric:-. wine production is also handicapped hy the quality and supply of ht111lcs. The 
shortage ol green tinted l'll•lllcs is p;1rticubrly acutc. 

A range of liquors - araki (pastis). hrandy and rum for the most part - is manufocturcd in eight distilleries and 
hlcnding plants. two of which also produce industrial alcohol. Three of thcsc arc under private owncrship and the 
remainder arc aperatcd by EBC Outpul of liquor has douhlcd f. 1m 32.1100 hi in llJ7S/79 to h6,SOO hi in 19S5/St1_ 
Most of th!s has hccn sold on the doml·s1ic market though exports increased during the mid- l')~Js. rl·;aching S5.000 
I in FY 191'i..'\. In that year liquor exports gc:m:ralcd forcign exchange: earnings of Birr7S.1.llOll. Exports arc expected 
to increase to 12.~.0110 I in FYJ•)l).t 

A cigarcllc factory was established in Asmara in 1'>17 ;md an111hcr. in Addis Ah;1h;1. began operations in l1J-l2. Bolh 
these factories arc now opcr;1tcd hy thc ;-..;a1i11n;1l Tob;acc11 and Matches Corporati1in ( NTl\IC)_ Despite the age of 
much of the machinery. oulpul has d11uhled fr11m l.~15 million cigardlcs in 1'>7S/7•) tn 2.9T2 millinn in FYJ1)S."
Production of chewing tohacw and pipe h•hacrn hegan in 11171> and 11u1put of these products reachcd 31.111111 kg and 
352 lg respccti\dy in llJS:i/St1_ Per capit;1 consumption of cig;m:lles is low by African standards and is likely to 
dcdirn.: further in the future as hcaith cducatio11 pr11grammcs lake cffccL Moreover. cigarcllc production is low on 
the govc:rnmenl's scale of priorities. Only 1-7 per crnt of industrial inveslment under FYDP has been allocated to 
NTl\IC and much of this will go Inwards the cxpansion of the Bahir Bar Maleh Faclory. 

In 19S5/X<1 711 per cent of the leaf 1t1hacw used hy lhc factories was supplicd locally. 27 per cent per cent from stale 
farms and the remainder from pcas;mt small-holders. In order to reduce the dependence on imporh.:d lnh;acco. 1he 
government planned to double produc:tinn of tobarn• leaves hetwcen l'Jl\4/S5 and l'N2/1>3. Somi.: progn.:ss has 
already hcen made towards 1his goal. The volume of tobacco imports has dropped from 1.-'-'3 tonnes in Jl)SO/S I 
to hll-J tonnes in l'JSt1/S7. sa\·ing apprnximalcly Birrl-l milli1in per yi.:;ar in foreign i.:xch;mge. E1hiopi;m cigar~·ui.:s arc 
most I~ sold in the domestic markcl - a shipmcnl of 5.S million cigarcllcs in FY l'IS.'\ l'cing lhc only cxci.:plion in 
reccnl years - whi.:re l11c;1I brands hold a dominant markd "hare hy virtue of thi.:ir low pril-e. Imports ari.: hi.:avily 
laxed and mosl of lhe impnrh.:d brands avaibhle ari.: thought to havi.: hei.:n smu~li.:d into Ethiopia. 

C. TEXTILES AND GAR'.\IE~T MANUFACTURE 

Thi.: fuund;,lion" of E1hiopia\ lntik industry wi.:ri.: i.::-tahlishi.:d ;11 an i.:arly "tagl.'. of thl.'. country's indu:-triali1a1ion_ 
During lhc 111511" ;md i.:arly l'l<~b -.uhslanlial imi.:,lnk·nh \\i.:ri.: m;1dl.'. in 11.'xtilc mill" \\hirh drcw lhi.:ir r;1w m;1fl:ri;1l-. 
from loc;1l colton pbnlati11ns and ""Id to thi.: d11mi.:-.tic marki.:t. By thi.: bti.: 1'>71b thi.:si.: mill-. arr11untl.'.d for 11\·i.:r 
I hrl.'.l.'.·quarll.'.rs 1 if t hi.: total produrl ion \ alui.: in I hi.: hr;mrh. ( i;irmi.:nh wi.:ri.: m;111ufac:t uri.:d hy "m;1ll- ;111d mi.:dium-sr.1k 
i.:ntcrpri.,i.:s. Again lhc markcl wa' domi.:,lil·- Di\l·r-.ilic11ion of E1hiopia's indu-..trial ha-..1.'. rl.'.du.:nl 1hi.: lntilc hr;mrh'-. 
share of manufarturing \;ilui.: addi.:d fr11111 -ll pi.:r ri.:nl in l'lt12 lo 21> pl.'.r ci.:nt in 1'>7.'i. Although 1hi.: hram:h ad1ii.:\i.:d 
an avcragl.'. ;111nu;1l grc1wth rati.: 11f 5.<i pi.:r rl·nl f11r pr11durli11n value fr11m l1>7S/71I to l1lSt1/S7. ii" n1ntrihuti11n to total 
1iulput had folkn to 211 pl.'.r ri.:nl hy l'IS.'i/St. and ii had hlTn o\i.:rlah·n hy lhi.: f11od proro,ing hr;mrh ;a, lhr kading 
srrtor. llowrvi:r. 1hi.: lntilc hrand1 wntinul·, 111 dominall' lhr !\IOI 'UPl"r\i,i.:d ind1hlril·, in fl:rn1" of \;1lul· ;1ddi.:d 
(2.'i.I pi.:r ci.:nl) and thi.: "ill.'. 11f ih \\11rkforl'l" (-l2 .. l. pl.'.r rrnl of prrrnani.:nl l.'.rnpl11)l'I.'.")-

During t hi.'. 111s11,, lhi.: :'\;11 i11nal Tl·xt ilc C11rp11rat ion (~TC) inrri.:a,l.'.d out put hy np;111ding I hi.: c1p;1, ii~· 11f ni,1 ing 
11.'xtile mills and lhi.: r11n-.lructii>n 11f ;1 brgi.: ni.:w fohric mill at Komh11kh;1. Thi.:ri.: \\;1-. -.111111.: diH·r-,ilir.1li1111 i11111 thi.: 
manufarluri.: of g;armi.:nh and knit\\l·ar hut lhr "hari.: of 11.'xlilc mill' in gr11" pr11d11l"1i11n v;ilul· onl) dr11ppl·d from 
711.-l pi.:r rrnt to <•V..1 pi.:r rl·nt 11\n lhi, pl·ri11d. Thr 'lrurluri.: of imr,tml·nt in lhi.: l'Y 1'1'10-l'Y l1N-l pi.:ri11d i-.. likd) 
to ri.:inf11rri.: lhc pmi1i11n 11f lhi.: lnlik mill-.. \\ilhin lhr '<"l'tor in tlw n1111ing 1kc1di.:. 

:'\i.:vcrthdo,, thr orirnl;1li111111f1lw 11.'xtik -.l·l"lor ha-.. rh.1ngl"ll ""rni.:\\k11 -..inri.: l'IS.'i. Whik lhr ind1htr~ \ prirnar~ 

role ri.:main' the 'a1i,fadi11n 11f d11nw-..tir 1krn;111d f11r h .... ir r11n,urnn g1111d-... grc;itcr ;1tll"rlli11n h . .-.. hn·n 1•.1id t11 the 
11p111•rluni1ic-.. f11r np11rh. l'.\p11rl ,,,k-.. in.-rl·;iwd ci•'.ht-fnld fr11111 Birr2 . .' in l'Yl 1 >:-i.~ 111 llirrl'l.S milli1111 in l'YJ 11.-,•1. 
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Alth1•u~h on:~ ;1 ... m;1ll pr11p1•rti111111f tnt;1l pr11t:udinn i ... opori..:J (.:'.5 pa ct:nl in FYl'IS.'\) the ... ertur i-. np.:cll·J to 
make a mul·h grc;1ti:r n>111rihu1i11n h> manubdurl·J oporh in th..: ne\I kw yl·;1r .... Thl· :\101 ha-. ..,;:1 ;111 ..:xporl target 
of Birr7'1 milli11n foa FY 1'1'1-4 ;t11J the ... l·r1<1r· ...... h;are 11f 1<11;11 111;111ufar1ureJ cxpori... i ... 01x·c1eJ lo inn;.:a-.e from 11 A 
per cent in FYl'l'\•1 to .:'..U (>t·r n:nl in FY ('1'1-4. Thi ... ;11nbiti11u ... t;argl'I will lll..' rl·;ali.r..:J hy lhl· 1k\ek1po;,·n1 of ex1ll>rl 
11ri..:nteJ proJuri... ;inJ up!!r;1Jin!! the 'lu;1li1~ ,,f tllll ... c l'Urrl·n1ly pr11Ju.:eJ f11r th..: J111nl· ... 1i.: m;1rkct. In 1hi ... way 
aw;1rcn..:s.' 11f cx1ll1rt marh·t... i-. l'Xf'l'rll·d 111 bring lx·ndih lo lhl· J11m..:-.1i,· ninsum..:r. 

Th..: National T..:xtik-. l\1rp11r;1tio11 ('.Vil') ''lll..'r;1h:-. -.1:\'cn h:xtik mill... manufacturing collon y;1rn. rollon fahric ... anJ 
fahrics of ;1 cot111n--.ynlhdil' mix. All hut 1•11e of th.: !'TC mill, - th..: K11mhokh;1 Tcxtik Mill c11mmi-. ... i11ned in l'>St1 
· ~ere c-.lahli-.heJ in the 1%0-. ur lx·f11rl'. TlK· Dire lhw;1 Tcxtik Mill. the olJ..:,t. d:11c ... from 1'1.\'i. Sc\eral 
..:nterprisc ... haw hcnditi..:d from lhi..: in-.l;1lbtinn of nl·w m;ichincry in rel·..:nl yi..:;1r ... - r\J..:i r\h;1ha No:! and Dire Dav.-a 
No I - hut olhcrwisi..: m:i,·h of the nt;Khinl·ry i' ohs11kte ;111J in ni..:cd of c11 ... 1ly rdurhi ... hml·nt. The luw dli1·iency 11f 
instalkd pbnt is aggr;1\,1kd hy p1>t1r m;1in!l'n;111r,· .111J ;1 ... h11rt;1~l· of ..,p;ire p;1rt.... m;111y 11f which ha\I..' In Ill.' tailur 
made. 

r\ scct.1r;1l suni..:y in 1·1s11 rl·\lakJ th;al bh11ur pr.1durli\ily i-. i..:xlri..:mdy 111\\.2 · l'r11durti\ity in -.pinning opcralions 
\\;1.., l·akubh:J a ... 5 . .:'.h kg. p..:r 11pcr;1ll1r huur ;111d \\l..';1\ing pn1d1Kli\'ily \\;1.., c1kub1i.:d .1 ... l:'\JKlll 1<1 l'IJNIO pid ... pcr 
11pcr;ll11r hour. <~'i pn l'l'nt and 711 per l'l'lll hd11w Eurnp..:.111 -.1.1111bnt... re ... p.:l'li\·dy. lndli1·i1.:nt ma1·hinny ri..:Juce ... 
bhour produrti\ily. So d11.:-. 11\·n-.1afling. The ... e,1or;1( ... unl·y ;1rgunl 1h;1I ... 1;1fling k'd" w..:re ·'.,ignilil·;mlly ahm·..:" 
the cxpccti..:J kvd. Thi, may he -.ct ;1g;1in ... 1 lhl· -.11ci;1I hendil of cmpl11~mcnl opportunitic-. for fem;1k wnrkcr-. hut 
owr ... tafling inc\'it;1hly h;1-. ;111n·11nnmir1·1hl. l';ir;1d11xirally. produc1i1111 i ... al .... 1 imp:•ir.:J hy high len:I ... uf ;1h-..:nt.:.:ism. 
The ... hort;1g..: of -.kilkJ \\urk..:r-. abo prl·-...:nt... ;1 pn1hkm. though lillk -.y-.1..:nulic tr;1ining i ... .,ffcr.:d on the fac111ry 
lloor. 

( '1111011 mill-. al'o haw diflin1hiL·, ;1rq11iring r;1w m;1li.:ri;1b. nol hi..:r;11.1,c of Jdiri..:nric, in th..: agrin1hur;il ... ..:c1or ('l'I..' 
Section V.B) hul h..:nu-...: 11f pr11hk111' 11f ro-11rdin;1tion. Som..: mill-. - ,\,111;ir;1 Tn;lilc ~till f11r in-.1;111r1.: - manage 
lh:.:ir own pbr>lalion' \\hid1 ;1-..,ure m11r..: r1.·gubr -.uppli.:,, hul olh..:r-. ha\c h;1J 111 inll'rrupl prmluclion hn·;iu,e of 
lhr 1;11..: ddi\cry 11f r111l11r> lint. r\ -..111;111 pn1p11r1ion of rollon lint u ..... ·J i ... imporlnl l.'5 per r..:nl in l'IS5/Xt1), hul 
thc indu,try i-. cnlirdy 1.q1l·mkn1 on impnrll'd n~l11n ;and imp.irh 11f ;in~lir ~;1rn ;1n111unlnl 111 .:'.JMHI lonne' in 
1•1S:'i/S11. Thu, produrtinn nf t·.i1111n-,~nlhl'lir mix f.1hrir, i, ;ilf.:c1nl h~ redurnl 'uppli..-, of inpuh during time-. 11f 
f1 lfl:i~n L'\Ch;lllf!L' l'l 111'( La inf. ( · 11rdi;1flk Jll I\\ l' r 'U(lplic' h;1\1.' ;11" I Cllhl'll pr11dUcl ion -..(1l(l(l;1g..: .... p;1rl irubrly in 
A-.m;ir;1 ;ind !>ire lhw;1. 

Cii\,·n th..: rrn1'lr;1in1' bring lllL· ll'\lik, mill'. lhl·ir p1111r produrti11n ;md lin;1nri;1I pcrfor111;11ll'L' j, hardl~ 'urpn ... 111g. 
Whik gro" prndurtion \;tlur 11f y;irn' and Lihril·, h;1, inncawd hy .N per l'l'nl 11\rr a nirw y1.·;1r pniml, from 
Birr21HIA millinn in 1:y 1'1711 lo Birr.:'.711.11. gr"" 11utpul ha' ,1;w11;1tnl. Oulpul of n11lon ~;1rn ina1.'.1'rd from 7.S:'iO 
l11r111L·, in l'l 7S/7'1 lo '1.-ll l.'i 11111n,·, in I 'IS-t/S\ \\ lll'n I h..: Ko111h11ld1;1 T.:xt 1k Mill herarn1.· 11pl·ral ional. and 
'uh,n1ucntly innc;i ..... ·d 111 a p1.·;1k 11f 11.llMI lnnnc' in FY1•1ss hd11r .. · Lilling hark lo 111.-llHI lonm·, in l'Yl'I.'\.'\. 
Pr11durtion of rnllon Lthrir, h;1.., ;i(,o llurlu;1tnl o\cr thi ... prri11d. dr11ppin1.'. from S.'\ milli11n "I fl lo 71..'i million "'I 
fl in 1•is:'\/i'il1 ;ind 1ho1 rcro\ninl'. l••'l:'i 111illi1111 in FYl'ISS. 011tp111 d nylon wo\L'n bhric, ha' ru11;1innl Liirly 'l;1hle 
;11 ;ir11und .'i.X millinn "I fl o\L·r 1h,· kn \var p .. ·riod. 

1'1111r qu.al;ty i, ;11111th<"f r1111'vqu .. ·nLT 111 the· 111ill-, of...,okll' 111;1d1in .. ·n ;ind p1111rly lr;1inc·d 'tall Th .. · 'trc·nf!lh 11f the 
\;1~11 i' ad1innl lhrc•lll'h hi1•.h (\\i,t Inv(, ;ii th1.· npvlhL' 11f ... 1;i,1i1·i1v. \h;11k \;1riati1111' ar .. · n1111111l111 in f:ihrir .... Onl~ 

in the Ill'\\ K11111hnld1;1 \fill ;111d 1111,...c· tlL1l h;1\1· rc·1r11rl~ h1·,·11 rc1111\,1tcd :in: '~'fl'111;1tir quality control 111.::i,urc ... 
i111pk·m .. ·n1l'11. It i' l'.l'lln;ilh arrq•tl'd 1h;1t, ;11 pr .. ·..,..·111. till' qu;ili1y of F1hi11pi;1n f.1hrir, i' nol ':1it;1hk for lh..: ..:xp11rl 
111.irl..··1. '.\cirha i, thl' prir .. -. l'1hi11pi;1·, 1n1ik mill' ;ir,· 1wn.:li1nl h\ thl' hi.1•h ,..,,, 11f l11cil n•llon · rurr .. ·ntly ;1h11u1 
'°' pn n-111 ;1h11,,· the i111p11rl p.iri1v pri1-..· \\hil·· 111\\ Ind, .,f pr11dudi\itv in rh,· \arr mill, r11111po1111d 1h .. · di,p;1ri1y 
in prin·, fil'l\\<Tn dnnH·,tir;ill\ pr11durnl ;111d i111port1·d l.1hri1·,. 

01.\ilH~ 111 1h,· 'l.ll'n.1ti1111 cil 1111lp111. rh,· 1•11-.,·r111111·111 h,,... h.ul lo impnrl l.ir.1•.1.· q11.1111i1iv, 111 ll x1il1·, and .l'.;1rnlL'llh lo 
111n·1 i11nt";1, .. ·d d11111nli1· ck11L111d. ·1niil·1111p11rh ;1\l'f,11'.nl Bi1rl1'i 111illi111111\1 r !hr l'ISl/S.' l.i l'ISl1/S7 pnic11I. LH·n 

""a l.111'1· l''"l'"rti1111 111 1h,· dt 111.111<1 l11r l.1hri1, i, n11I ';11i.,fi,·d. Thn,· .irt lrvq11 .. 111h ,!Jnrl.11'<·, 111 ,11d1 pr11d111h 
,,, ,fwl"!irll' ( l111p111 111111h,·r l'r11cl111h (111\\..i ... le r i11 .. 1.111n-) nn·1·d, ch·111.111d .111d .. ,., .. ~,build up \.\hirh Ll>I>< · h;i, 
l111k.11.11111I cf,"~11 pri,, ... ,,, (,\ 1 .. 11di1i,111.d .. ;,It-, 11111.1dn ... l.i.1i">11J1 hd\\vc·11 Ll>IH. thr ·.Lill' 11r.1'.111i1.1ti11n lh;1I 
111.1r~c·h .111.,111 '111J"r"111 111 lht tnril,·. "11ld i11 lhc· d11111c ... 1j,· 111.111..l"! a11d :\T(' i·, i11dk1li\1'. \:Tl 111a11.wn' 
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complain lhal !hey arc g.i\·cn 011 fc:cJh;i.:k un m;1rkc1 n1nJi1i11n!'>. EDDC r..:lorls 1ha1 lh..: mills Jo n,11 implemc:nl !heir 
rccommcnJ;11iuns. :Scilh.:r EDDC ,,r :\TC undertake: markc:t research or forecasting. hi ass..:ss th\.' structure of 
current anJ future Jcm;mJ. With11ut !->UCh rc,.,carch anJ more Jc:taileJ planning. at hoth a sectoral anJ plant lc\-d 
the problem of indlicicnt r..:s,1urce al1,,;11i,1n - cocxi:-tc:nn: of shortages and excess production - will continue. 

NTC has embarked <In amhitious cxp;m:-i<m plan which inmlws the in\·cstment of Birr5-1..'\.6 million in the 
rehahilitation of existing. c;1pacity anJ the wn:-truetion of new mills m·er the FYDP (FYl1l'JO-FYl'l1l-I) period. In 
mid-l'>l'i9, rcno\"ation work was under way at the Bahr Dar T ex1ile Mill in Cioijam. Rcfurhishmcnt, partly financed 
by loan.~ from the EIB and World Bank. wa:- seheduled for completion al the end of l'l~\11. A second slage is planned 
in which production capacity at the mill will he increased from :!II million sq m to 35 million sq m. This is expected 
to cost a further Birrl0-1 million. Rehahilitati<m work is also under way at the ldg.ct Yarn Factory in Addis Ahaha. 
This should increase capacity hy 7~1 h•nn..:s nf yarn per year. Two nthcr rchahilitation and expansion projccls arc 
p!;i:-1cJ. NTC is currcnlly prnnwling. lin;mn: for rch;1hilitali11n wmk .11 the Abki T cxtile Mill wi1h a lolal inws1menl 
of Birr5.\ million. The pnijccl w11ulJ incrca!'>e fabric prnduclion h~· 111 million sq m. The Dire Dawa Textile, 
Ethi1)pia":- nlJ..::-t mill. i!'> al!->o sd1eduled f11r r..:h;1hilit;11i11n. It is hoped lo expand capacity hy 15 per c..:nl to 3'1.l'i 
million sq m. 

Meanwhile. two rnmpletcly m:w textile mills ;1r..: und..:r WO!->truction. The l;ugest of lhcsc. 1hc Arha Minch Textile 
Mill in (i;ima Ciofa. will rnsl a t11tal of BirrlSll milli,10. It will g..:neralc 1,-100 j11hs in a region !hat has wry li11le 
industrial acfr:ity at present and has a planned capacil~ of 25 million sq m of fabric pn yi:ar and 370 tonnes of yarn. 
The sernnd n..:w mill is heing. huih al .-\· .. ;1,.,,.,a in Sidamo. annlh.:r rural ;1r..:;1. It will g.eneralc 15:!11 new johs. The 
mill's planned capacity 11f 11.l n•illi1m sq m of w1w..:n fabric ;md ·"'·I million sq m of fabric finishing. 

Blankcb an: virlually lhc only pr.1duct manufal"lurcd oul of w110I. These arc produced hy the Ochre Bch;m Blanket 
Factory. originally e!>lahlish1:d in 11><12 hul rcfurhi!>hcd in 1117'). Wo11l is pun:h;1s..:d loc:11ly anJ mixeJ with imported 
waste wo11l. Collun blankets. 111;1J..: from w;1sti: 01t1on. ar..: also prndun:d hy the r\bki Tcxllle Mill and the Adci 
Ahaha Mill in Addis Ah;1ha. Outpul uf holh 1hc!>..: products expanded r;1pidly in 1h..: early l'J1'11s, immcdi;1tcly afler 
lhc Ddm.: B..:han faclory w;1s rcfurhish..:d. ri,.,ing. fr11m .\ll0.7llO wo11llen hbnkets ;md .l.'-'t1.3llll C111ton i)lankcl!> 1<1 
1120.llllO woollen an<l h 12.tllll! cnthm hbnki:h in l'l~H/S-1. Sinn: th..:n production has remained fairly stable and the 
factory ha,., wurk..:d al n..:;1r full cap;ici1y. At pr..:scnt. how..:\cr. the fartnry only supplic!> about one-third of thi.: 
dnme,tic market. W11rk i,., currcn1ly umkr w;1y to <l11uhle production al Ochre Behan ;md th..:rc arc pbn .. to incrcas..: 
co1;iacity ;11 th..: other factori..:,., hy 1.4 milli11n pii.:ci:s per y1.:;1r. A new hl;mk..:t fac1<1ry with a capacity of 1.2 million 
hbnki.:h h;1s ab.ii h1:en con,.,i<l..:ri.:d. Thi,., w1111ld he built in \\'111111. an ar..:a with litt!..: industrial acti\ity at pr1:!>..:nt ;md 
po1enti;1lly plentiful supplii.:,., 11f v.m1I. Th..: lkhr..: B..:h;m f;1.:tory also m;mufactur..:' carp..:1. fnim a wo\'o.:n woul ;ind 
.. yn1h..:tic mixlur..:. Output nf 1hi, prudud. ·,, hid1 i,., <lL·.,tini.:d for th..: dom..:stic m;!fkc:t. has incrcas..:d 15,hllll sq min 
1'17S/7'> 111 .·C,IMMl sq min FYl'lSS. 

The !\cf.1, Silk TlirL·ad L1dnry, 111.111:1µL·d tiy !\T< ·. i,., lhL· only Ltc1<1ry manufocturinµ !>ilk thri.:;1d for !><.:winµ. Output 
j, in,.,uftici1:nt lo mccl thi.: di.:111;1nd, 11f E1hi11pi;1·, r;1pidly c::.p;1nding i.:armcnl industry and a n..:w plant with ;1 r;1paci1y 
of .\IHI q1;1 i' to he built. 

:'\T(' q1i.:rati.:s 1hri.:..: fartorii.:,., r11;111uLtdurini.: lihri.: produch; hi.:s,ian s;1cks. ropi.: ;111d twin..:. si,;11 i' suppli..:<l loc1lly. 
11111stly hy s111;11l-scalc Ltrm:rs, \\hik ;1h11ut •1) per ci.:nl of 1h1: ju!..: us..:d is importnl (11,7-10 llmnc,., in l1IS.'i/St1). < iunny 
h;1!!' ;iri.: v.idcly uwd ;,,., a padaging matcri;il in E.hi11pi:i ;ind dc111;111d h;1' 1'111_1.! ouhtripped sup;1ly. cv..:n though 
produ 0:li1111 h;1' inrr..:a,..:d from 7.•l mi Iii.in h;1g' in I117s/71> to 14 .. \ 111illi11n in FY i'IS:-i. Exi-.1ing facilit1..:s ar..: now 
11pcr;1linl.! al n..:ar full caparily. In 11r1ler 111 L.lhUrc ;1d..:qualc supplii.:s in thi.: future. thi.: 1\101 plans to incr1:a'c 
pr0Ju.-1i1111 of lihri.: prmlurh and L·,1;1hli,h ;1 p11lythi.:ni.: h:1_1.! m;inufai:turing Licility. lncrL·:1si.:d production of pol~1hcn..: 
hag-. .,.,·ill cn.1hk :\T(' to p;1d;;1µ..: ih lini,1:.-d pr11duch propi.:rly: at pri.:,i.:nt. li.:xtik' and g;1rmi.:nls ;ire usually pack:ig..:d 
dircctly in ·~unny h.1g, wi1hou1 any pr11lcrti\'i.: wvi.:ring. ,\, :1 rL·,ult 1he nmlcnh ar..: ofli.:n s11ilcd or sl;1;ncd wh..:n they 
arri\'..: al rclail oulkts. Both thi.: ,\ddi-, 1\h.1ha and A'111;1ra Fihr..: Mill' nci.:d to hi.: r..:hahilitati.:d in ordcr to incrc;i,.,i.: 
pr11d1.rti11n hy l.21HJ :ind ~.-llHJ tpa 11f , .. d.s rL·,pi.:t:li\dy .ind :i f11ur!h s.ick f:ict11ry with :i c:ip:wily of -I 111illi11n s:irb 
pcr y·:ar i, pl:t11nL·d. A f.1cili1y for pr11ducli1111 11f indu,lri.il c;111\;i.. mighl al"' he i.:'lahli,hl'd. 

lint ii ri.:ccnlly, industrial produclion of lini,IJL·d g;1rmL"nh v.:i.. d11111in:11L'd hy thc 111:111uf:1dur..: of knitwL·ar (undrrwcar, 
swi.:alcr,, hlousc-. and T-,hirh). NTC manage' lw11 kni1v.i.:;1r Lirl11rics manuf:1cturing a range 11f hosiny products 
an,J a 'v.\'ati.:r f:iclory, all 11f whid1 WL·ri.: l·,1:ih(i,hcd hdorc l'fl4. Outpul of ho.,ii.:ry produrh from lhl:-.c fartoric~ 
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has tluc1u;111:J m;1rki:Jly in rl·ci:nl yl·;1r" - ;1h·r;1!!ing .i..'iOJllltl Jt>h'n iri:ms o\i;r rhi: pcri,1d t•l7S/7•1 hl l'IS.'\/S. ri:aching 
a peak 11f "-'~Jkkl d1vl·n irl·ms in t•>s.• ~q - l"11h 1":raus1.: pn1Jul·1i,in n1ns1r;1inls amt in;1Ji:4ua1i: ni-.1rdin.11i1m 
1":1ween pniJu .. ·1i.in ;mJ m;1rkl·1in~~. 

The Erirrea Texlik EKh1ry in .-\sm;1r;1 i,. handi .. ·;1ppcd by 11h"1k1c machinery. unrdiahk ptiwcr supplies and delays 
in !he arrival of raw ma1i:ri;1I,. . .-\ •l·n:nl "ludy ,1f rh.: li:xlik ,..;i:lor rewakd 1h;11 lh.: plan! ;ir!ually g.eni:r;1les m:g.a1iw 
\·aim: added .1l h.1rdi:r pril·l·"· In ll'rllb ,,f irs D11mes1ic Resourci: Cos! ( DRC) ii is 1he kasl efficienl 11f lhe NTC 
faclories. The Asmara Sw.:alcr LKhlry L1rl·s ,.imilar pr11hkms. In ;1Jdi1ion. 1he swe;1li:r fach1ry has had markt:1ing 
difficuhii:s. F11rmcrly. vir1u;1lly ;1ll 1hl· fac1<1ry·,. oulpul wa,; s11ld hl EDDC which dis1rihu1i:J !he pr.iduclS hl rel;1il 
11ulkls. This mi:anl 1h;1l rlw f;K1t1ry nun;1_!!Cml·n1 had n11 n1111act wiri: l'U"himi:rs. EDDC should havi: pn1vidi:d 
fc;:dhack 1111 s;,les p.:rform;m .. ·i:. hul kn_!!lhy 1kbys in 1he ddi\·i;ry ,,f s;1ks siali,;lics kd h1 excess pniduc1i,111 of some 
producl lines. EDDC sh,1uld al-,,1 ha\·.: ad\i,...:d !11.: nun;1gi:mi:nl on !hi: di:si_!!n 11f ib pnidurls so 1h;111hi:y r11u:d ki:i:p 
ahr.:asl 11f ch;ml!.:s in fa,.hi.111. Link \\;1,. d.111.: "" 1his fr1111t. As a r.:,.uh. saks pcrf11rmanci: d.:1i:ri,1r;11i:d sl.:adily 
and d.:ad shick l'uih up. In l'>S7 ;\;TC nq!•1lia1l·d a new dis1ribu1i,1n conlrat:I wi1h EDDC allowing 1hi: foc111ri.:s 111 
dis1rihu1i: rh.:ir ,1wn knil\\ .. ·,1r prndtKh 1lm111.!!h f,1ur rd;1il 11111kh. Sal.:s !1<:rf11rmanl·l· impr<1\.:d lh.:r.:alfrr. 

Small-s .. ·;1k pri\ali: s .. ·l'(,1r cnkr11ri,._.,. h;1\ ... m;111;1!-!.:J lo ,.i.:p in1t1 :--.;T<."s .. fashi.111 g;1p .. by pr,1du .. ing sw.:al.:rs anJ 01h.:r 
knill.:d prnducls lh;1l ari: d.".:r [11111;1rh·1 rcquirl·ml·nh. Thl·\ pr<1Ju1.·.: "m;1ll ha11.·h.:s 11f n1pi.:d imporll·d i1.:ms which 
:tr.: sold dir.:crly h1 ri:lail.:r,.. Of n1.·cl·,.,.i1y 1h.:y arl· far nt.ir.: \.:fs;11ilc: 1han 1he .-\-.m;1r;1 Sw.:;11.:r Facl11ry. 1hi:ir pric.:s 
ari: ab11 h1w.:r ;ind 1hi: qualily is hi.!!h..-r. In l'IS)/S/1 1hc ~I pri\;11.: Sl'r1t1r kni1wi:;1r for111ri.:s ;1rroun1.:d f,1r .\7 per 
c.:nl 11f 1h.: gr11ss pwJur1i11n \;1lul· .,f knil\\.:;1r ;md ~-' pi:r n:nl of 1h.: v;1lu.: ;1ddl·d g.:ncralcd hy 1his ... uh-hr;ml·h. 
EDDC h:1s rl·r11mml·ndnl 1h;1I lhi: pr11duc1i11n 11f knil\\l';1r sh,llJld hl· Id! It> pri\;11.: s.:d11r .:nl.:rpris.:,.. 

!"TC als1111pi:ra1.:s 1w11,earml·n1 :1ssl·mhly pbn1s pn11hll'ing shins. 1r11u-.ers and shirrs and a garm.:nl m;mufocluring 
facilily al 1hc Abl..i (i;1rm.:nl F;ic111ry \\hich pr<1d111.:.:s milil;:ry uniforms. Th.: ,\Jdis (iarm.:nl EKl11ry was 
n;1li1111ali1.:d in 1'17S and i.:xpanJcJ in l11S4 and lhl· Ciulkk ( i;1rmcnl F;u:ll1ry was n1111missi1111cd in l'IS). Ou1pu1 
incre;1scd r;1pidly aflcr rh..:,•: fo•ili1i.:s \\l·r .. · huih. ri,in!:! fn1111 2.4 milli1111 iicm' ;n FY l'IS) 111 h.4 milli11n i1.:ms in 
FYl•IS.'\. 

hirm.:rly. !:!;trmcnl m;11111L1clurc \\;1, 1h .. · pr.:,.:nc 11f ,111;111-sralc: priv;tlc scr1t1r cnkrpri,cs. In l'IS5/S7 "cv.:n 11f lh..:s.: 
i.:nkrpn,cs Wl·rc iJcntilic·d in 1hc ( 'S:\ m.11111foc111rin,e ,.ur\l'Y 1h1H1!:!h 1his numh.:r cxdud1.·s lhc hundr.:d, 11f 1ail11ring 
\\11rk,hnJb m;11111Lir1urinl.! cl111hinl.! ikm' f.,r h11lh the r..:;1dy-111;1dc ;inJ fi11l'J d111hinc 111;1rk.:h. Alth1111!:!h 1h .. · 'un.:~ 
,u~.:sh 1h;1l 1hi: pri\;1lc "Lcli1r 11nly l·11111rihuk' 7 per ccn! 11f l.!r,1-.s pr11Jur1ion \alul·. 1hi-. rl·r1;1inly undi:r.: ... rim;uc' 
ih imp11rl;111l'l'. Furlhl·r l0 \p;111,i,1n ,,f pri\;1k 'l·l"lnr ;1l'li\il~ in 1hi-. suh,..:l"111r ctn hl· l'\pcl°lcd in !he new mark.:! 
11ricnlcd p11lil'y i:mir1111m.:nl. pnh;1(h c\..:n ;11 lhc npi.:1i-i: 11f puhlil· ,cr111r cnkrprisi:-.. sinn· pnld1Jl'li1111 r11sls ari: 
1h11ugh1 111 h.: l11w..:r in thl· pri\.1k ,..:.-i11r. Opp11r1uni1i1.·, in np11rl m;irkl·h n111ld 1.!i\l' additinn;il impclLh 111 pri\al.: 
,.i;((11r inw,lm.:nl. 

Th.: !1.'\lik :!:td !!;irmcnl 111;1nuL1c1urinl.! indu,1ry h.1s 1kh·l11p .. ·d a!1•ng lhl· lino 11f import -.uh,1i1u1i11n. l 1p 111 l'IS). 
lhc l.!ll\i:rnmcnl !!;1\l· lillli.: ;1ll..:nli11n Ii• 1h1.· indthlry·-. l"\(li•rl p11l.:n1i;il hn·;111w 1h .. · d111111.·stil' d.:mand for l.:xlik 
1•111duc1s cxcci:Jcd supj1ly. Sinrc l'I.\.\ h11\\l'\l'f. the l'\p;rn,i11n 11f np11rh h;" hl·n11nc a priorily. NT< ··s .:xp11rl ,;ii..-, 
incrc:iscd from Birr:\22.1 H H > in FY 1 •1s2 111 Birr 2.5 m illi11n in FY I 1IS) ;ind I hen jum pnl ll 1 Birr U.5 m illi11n in FY I'll'\.'\ 
and Birrl 1l.S milli1111 in 1-Yl'IS'I. Knil\\c·;1r and \\11\l"ll 'hirh ;ire 1h .. · main np11rl pr.,duch. ;11·r11un1in!:! for .~IA and 
27.'I p.:r n·nl 11f cxp"rl .,;ik, rl·,pc·,·1i\d~ 11\1.·r 1h.: FYl 1>S.'i 111 FYl'IS,'i pi.:ri11d. Fxp11rh 11f fahril· havc a ,Ji11rkr lrad 
r.:n1rJ. Th,· lir· l ,hipmcnl 111 ; ;.t.tltH> "1111 \\;1, l'Xp11rkJ in FY 111...;11. In FY ('l.'i.'i Lihril· i.:xp11rh im:rc;1,l'd 111 77•>.tltlO 
"I 111 and 111 ·'·7 million "'I m 1hi.: 1 .. 1111\\inl! y,·;1r. wlwn fahrir l'Xporh a.-r1111n1rd f11r IS.5 p.:r Cl'lll 11f 1111;il cxp11rl 
carni,11.!'· Olhcr kxt"'c np1•rh ;ir,· c1•ll1111 \\,1,11.·. pri111;1rily 111 Tuni,i:1. \\hirh ;irr1111nlnl for 11.4 pi:r r1.·nt 11f .:xp"rl 
i.:arninµ' fr11111 FY f'>S) 111 l'Y 111.'i.'i. :111.I r1 •ll11n ~;1rn. _t.t p1.·r n·nl. 

lkc11i-.c pr•1dudi11n l'1hh ;1r,· hid1 in F1hi11pi:1·, puhli" '"d11r <:illnpri,c·, ;rn1: np11rl pri,·l·-. arc ~,iµ11ifiran1ly l11wcr 
1han •h1"l' in lhl· d11111,·,1i,· 111;ir~l'I (.'.'II prr n·n1 l.idll·r in 1h,· r.M· 11f r11ll1111 ,hin., .ind l.'-i'i pn \Tiit hi)!hrr f11r 
T-shirh) np1•rh h;1h· had 1.1 !>,· 'll'"'idi;,·,I. Th""-· .,11f,..idi"' c111dd Ii,· dimin.11nl Ii\ r,·dlll·ti11n in 't;ifling k·n·f, and 
11p).:rading pr11du,·1i1111 .ind 111.111.1!'.l'llll·nl 111,·1h111k l.11\\l.°f pr11d11..ii1111 <1"" \\1111ld ;ii"' h"11di1 d11111l',lir \l•n \lllll'r'. 
\\'hik :'\TC· i' 111111.-r prl· .... 111..- 111 111.l\i111i1,· ih np1•rl ,·;1r11i111'.' · :1pp.irn11ly ;11 wh;11n,·r r11'1 111 rh,· l'lllnpri,,·, · 
r,·,l';irrh ,1i,111ld l>l· 1111dvJ1.1~,·11 11• id.-111il\ 11• .. ,,. pr111l111·h \\hirh ii r.111 pr111hh,. 1111"1 1·11111p1.·1ili\dy ;ind lhl· 
C11rp11r.1li1111 ,h,1111.t lhl'll ·.p,·1i.di!l-. 
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Althnug.h lho.: pr .. ·\;1k·1Ko.: nf ,uh,iJio.:' 111;1!..1..·, ii \irlu;1lly imp11 ...... ihk h• ;1 ........ -,, o.:1•111p;1r;1li\o.: ;1J\;1111;1g. .. ·• ;1 prim11 jilsci11c 
caso.: can I><: nudo.: for lho.: g.ro.:;11..:r d"li1..·i,·no.:y ,,f g.;1rnKnl ;1""0.:mhly 11pcr;11i,,n, 1lll 1ho.: g.wund-. ,,f E1hi11pi;1·., l11w bhour 
.. -11-.ls in a bh11ur inlo.:n,.,i\o.: indtblry. '\";mi,, ;ind l.!ro.:~ fahrio.:" 1•lfrr 1h1..· !!ro.:;11..: ... 1 o.:xpnrl p1110.:nti;1I for ino.:ro.:;1,0.:d o.:xporls 
fr1•m E1hi11pia·, 10.:xlik milk .. \, fini,hinl.! 1..-.·hniqu1..·, and qu.1li1y n•nln•I pr111..·o.:duro.:' imp .. 1\0.: in lho.: I.1ng.-10.:rm. :"'TC 
m;1y ho.: ahk 111 diwr ... if~ inln 1ho.: O.:\llt•rl ,,f d~ .. ·d ;ind prin10.:d d111h. :-.;Tl· cnuld al ... 11 i1Kr1.·a,o.: i1s o.:arning:-. hy rai,.,ing 
pric .. ·s 1hn1ugh ;1 m .. r...- a~ro.:""i\o.: nurko.:ling -.lr;110.:gy. Rco.:11gni1ing ih ino.:xp..:rio.:nco.: in lho.: in11.:rn;11i11nal mar~..:!. NTC 
signed a 'o.:\o.:n y..:;11 di ... 1rihu1i11n ;1g.r .. ·1..·m1..·n1 \\ilh ;111 h;1li;m c11111p;111y in l'lS) 111 m;1rko.:1 pruducls in Eurnp.: and 1ho.: 
lfSA i.:1 In a \;1luo.: uf Birr.~l 111illi11n. Sine..: tho.:n ·..;Tl· h;b llt.:1.·n a pri1.· .. · lak .. ·r. lligh1..·r pri1.·o.:, cuuld I><: a1.·hi.:wd 
1hrnugl1 diro.:o.:I -.;1k" 1.1 brgo.: ro.:Lil 1•ulkh. 

Trad..: in lolik" ;md g:1rm1.·ni-. j., in1..:1i...dy n•mpo.:tili\1..·. 1111\\0.:\o.:r. Hhi11pi;1 ha' l\\11 gr1..·;1t ;1d\·;1nt;1go.:' 11\0.:r 111;111y 11tho.:r 
O.:X(ltlrlo.:r,. Fir,11~. w;1go.: kwl, .aro.: t.m,·r in F1hi11pi;1 th;111 \'irtu.1lly an~ nlho.:r LI><·. Lah••lll .:"'"' po.:r -.hill n1~:\;1knt 
aro.: 1h11ugh1 h 1 ho.: ;1h11u1 11no.: qu;1rlo.:r , if t h1 ....... pro.:\·ailin!! in 11, 111g Knng.. l;1kinj.! inl1 • ;10.:n 1u111 ,i;.:nifiun! h l11wa 
prnduo.:li\'ily k\o.:k So.:cnndly. E1hi<1pi;1·, LI><· -.1;11u, undo.:r 1h1..· 1.111111.: Conwn1i11n ;11l11w" duly aml qu11l;1 fro.:..: o.:nlry 
f1>r E1hinpi.111 lolik, ;ud !!;irm1.·nh pr11duo.:h in111 1h .. · Eur1•po.:;111 111;1rko.:1. :\Tl· a!~1.·;1dy ha' marh·t L'P'''uro.: in 
Eur••po.:. Sin.:..: FYl1IS'\. ;1h,1111 7;;, po.:r 1.·..:111 ,,f E1hiupi.1·, 1..:x1ik, ;11111 !:!;irmo.:nl o.:xpurh 111\0.: ho.:o.:n ..... 1,1 in h;1ly. :\TC 

h;1, ;11"" O.:\pnrtnl to 1h1..· l 'ni10.:d Kincd.1111 ;111d h;1110.:1.-. 

I.ow bh,iur ..:""" 1..·uulJ ;1t1r;1..:I fnr•:ign im...- ... 11110.:nl 111 lho.: !,!;mno.:nl 111;1n11bdurinµ -...:..:1 .. r. ()11111;1 r..:-.1ri1..·1i•lll' in tho.: 
Emnpo.:an .and :\1•rlh :\mo.:rio.:;1n rr ;irkc·h h.1\0.: f,1r1..·nl 111.111uf.1dur1..·r, in lllL· L1r L1-; 111 ..: ... 1;1hli,h g;mnc·nl ,..,, .. ·mhl~ 
LKili1i...-,., in I.I><\· n11t;1hly \b111ilith ;ind 1h .. · ( ';iriflb1..·;1n ,.1;11;.:,_ Ri,in!,! bh,1ur O.:•hh in lho.: Lir L"I h;1\0.: ho.:o.:n ;111 
;1ddi1 i11n.1l in.:1.·111 i\ ... r. If I he· rd11.:;11 i. HI 1 •I ;1,,1.·mhh 11po.:r;11 i1111'. Sud1 im ...... t 1111..·n1 1r...;r;11ly l;!ko.: ... pb•1.· \\ii hin I ho.: 
fr;11110.:\\11rk of ;1n du1y fr..:1..· .. ·,111•rt prno.:c"ing '"no.: . .-\ ,irn;br du1y fr1..·c· rn.:imc· i, un1kr .... H1,i,kr;11i1lll in Fthi11pi;1 
('-0.:1..· Sc·di11n I\".( ·1. ( i;irmo.:nl ;1 ...... 1..·ml>h 1>pc·r.1li111h ;iro.: f1111ll1111,o.:. Thc·y fl'l(UirL· li11k i11\olmo.:nl ;ind"" ;1ro.: ;1hk 111 
l;1ko.: aJ\;1111;1!.'.0.: pf 1ho.: l11\\0I bl>11ur '"'"\\here· l.1l>11ur j, ,,f ,ullil"icnl qu;dily. Linku.:c·, 111 th.: d111110.:-.1i1: IL"xlik -...:ri.ir 
111;1y h1..· li111110.:d. p;1rli•ubrly \\ho.:r1..· lho.: q11;1li1y ,,f l11,·;1lly ;1\;1ibhk inpuh j, p111•r Pr uno.:\o.:n. hul -.ud1 in\0.:,11110.:nh 
\\11uld pr.1\ido.: p1110.:n1i:il fpr \o.:rlic1l in11..·gr;1ti11n o.:\..:n if 1ho.: bhri,, initi;illy h;1\0.: Ii. ho.: imp11rtnl. In th1..· -.h11rl-lo.:r111. 
1ho.: prin,ip.il h,·ndih lhc·y \\1111ld :1ring I•• 1ho.: n·11n11111y \\11uhl he· 1h1.· c\p.11i...i11n 11f 1..·\p11rl L-.1rnin!!' ;11HI 1..·111pl11ymc·n1 
''PP• >rl uni I io.:,. 

D. LEATllEK PKOCESSl:\G :\:\D PKODt:CTS 

Flhi11pi;1h;"1mc· 1111h1.· Lrn!c·,1 li\L·,,, ... 1., l"'(llll.11i11n' ,, .. , n111ira in 1h,· \\h11k llf ,\lri,.1 (, ....... :-,,·r1i1m \'.B) ;11HI ;1 l11nc 
lr;1di1i1111 nl k:i1hcr \\11rkinl'.. By l>uildinc .. n 1h ... , ... rc· .... 111r,·c, ;ind L1kin!! ;11h;111laf!c· 111 ;i ,1ru,·t11ral d1;111L!o.: wi1hin tho.: 
k;11ho.:r ind11,1ry al an in1..-r1u1i11n.d "·;1k. F1hi11pi;,·, k;11hn ind11'lry h ..... 1>,·1.·n .1l>k .1d1ic·\L" r;1pid L!r11wth •;11l·, in 
ro.:rcnt yc·;1r .... ;1\1..·u!!ing .in 11.:-i pn rt·nl pn ;1111111111 inrrc;l'c· in tht· _l'.r11" \aluo.: 111pr111l11di111111\o.:r lhc· po.:ri11d FY 1'17'1 
111 FY l'ISS. Tho.: L!fn\\I h in 1 ho.: inkrn;1I i11n.il I r;11k in pr11,·1..· ...... c·d and 't·mi-pr11,·,· ...... nl :,·;11 hc·r h,,... b\ 11urn! 1 he· 
..-;;p;111,i1111 111 L111ninf'. and pr11.-,· ...... i1w. brili1ic·, in p;1r1i,·11br. l'r11dut li1111 11f L1nnc·d k.11hn i11ir1·;1',t·d ;11 ;111 avt·r;1).'.L' 
;1nnual rail" 11112. \ (K"r t·,·n1 ;11 r111i...l;1nl prirc·, 11\1..·r 1h,· lo.:n ~1..·;ir pL·ri11d. By )'l:-i'i/Sl1 no.:arly ·,; po.:r t·o.:nl 11f tho.: gro'" 
llUIJllll .. r F!hillpi;1 L1nnniL·, \\;" np11rll'll. l'mdudilln of k.11hn pm1l11rh. indudinl.'. r .... 1w,·;1r. h;1, grnwn al a 
,lllwo.:r. hul ,till impro.:"i\L-. arinu;1l g111\\lh r;11..: 11f•1.1, p..-r n·n1. Th1.· .. -,p11rl po.:rlor111;111l'1..· ol k·;11hn prndurh h;" ho.:o.:n 
w1,.·;1kn 1h.ir th;il 111 , .. ·111i-p111,·c·",·d ;ind prll,·c·'"'·d k;ilhc·r · ll\<..:r 1h,· pni11d FYt•is.i Ill FYl'l,'\'I •111 pn n·nl 111 k;1lho.:r 
o.:xporh wn1..· in th1..· fllrlll Ill wmi·('flll'l""'·d ;111d pr11n- ...... cd ,i..in' ;ind hid1..·, · h111 1hcr1..· art· indic11i111h tlul 1hi, 'rrl1•r 
niuld ..:xp;111d rapidly in 1h1.· n,·;1r lulur,._ 

Th .. · L11hn indu,lry ·, ;111p11rl.11K1..· Ii .. ·, in ii, t·11nlrih111i11n 111 op11rh r;1lhn 1h;111 o.:111pl11ynlt'nl 11r 1111al 11ulpu1. In 
l'Yl'l:-i.'i. lilt' ind11'lrv ;1n·11t1nkd l11r 11nh •1; pc·r r1.·n1 llf 1lw 1'.r'"' pr111l11r1i1111 \.ilu,· 11f !\1< >I -.upnvi,1.·d t·ntnpri., .. , 
hut 11.'\. \ pn ro.:nl ,,1 np11rh. h11ur,· 1k\L·l11p111,·nh \\ii! ,n·l.. 111 i11n1..·;1,...- lho.: ind1r-1ry·, o.:\p11rl plll..:llli.il hy 1.·xpa11dinc 
11111pul a111I ~'.r;1du.11ly 111<>\inl'. tll\\,1rd, hil',(1,·r Ind, 111 prlln·"in1'.. v.hil-,1 ,1ill ,;11i,fying 1h1..· d11n11: ... 1iL· tkmand f11r 
lini,hnl k ;11 hl' r f'.111111•, and folll w..: ;ir. 
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NL\C pbn-.. 111 im:n:a.-.o.: lhl· oulpul 11f hiJ.._·, ;mJ -..kir1' Jurin!! tho.: FYDI' (FY l'l'IO-FY t•l'l-l) po.:ri11J hy rl·nw\in!! 
hullkncd-.. :inJ ..:xp;mJin!! r;1p;1··i1y :1l l·xi-..1in!! lanncr ii:-... Exp:111-..ion pri•jn·i.. ;1l lhn·o.: 11f lho.: l:tnno.:ril·., h;1\c hco.:n 
;;ll1lc;t10.:J lhrcl· 11u;1rkr-.. ,,f pbnnl·." in\l·-..lml·nl f11r lh'-· li\l··yl·;1r 1x-ri1.J. l-.1n-.1rudi11n w11rk i., o.:urro.:nlly unJi:r way 
;it lhc E1hiopi;m T;mno.:ry ( hlji:r-..a) \\hnc Gl(Mcily will hi: incro.::1-..0.:J lo 142500 hido.:-.. ;111d 1.1-l million -..kin., tll:r yo.::ir. 
Tho.: MOI i-.. lryin!! h• ... o.:rnrc fundin!! f11r rd1;1hililalion and l"Xp;111-..i11n work ;11 lhl· :'\t.11lj11 T;t1111l·ry whi1.-h will r;1is'-· 
c:ipao.:ily hy 7:'11.111111 -..kin-.. pn yl·;1r and f11r :1 no.:w -..ho.:q1 ... kin lanno.:ry. 111111: h1c;1lnl ;1l Akm!!;:n;1 (AJJis Ah:1h;1). Two 
11lhcr proji:o.:ls an: umkr :1ppr;1i-.;1l: :1 lmk 1;111111.:ry with a c;1p:Kily of -l.lil.1111 "'I ft anJ :1 !!ll:tl ... kin f:tclory wilh ;1 
.:apacily of 15 million ... kin-._ < ii,i:n lho.: C\(lt•rl poli:nlial of lhc l;mno.:ry .,uh.,.._·ctor lhl·-..i: pniji:ch 111;1y :1llracl foro.:i!!n 
inn:slmcnl. Thi ... w11ulJ pro\i1k an infu-.i11n of r;1pil.1l ;111J 1i:1.·hn11l11!!Y· pro.:-..o.:nlly lho.: 1110-..l imporlanl n111 ... 1rainh on 
innc;isi:J oulpul. As pn-..:o.:-..-..in_!! 1.-;1p:1ri1y inno.:;i.,i: .... in 1hc h111!! 1i:r111. -..1110.:k k\d., anJ hi:rJ laki:-off rali:s will 
Ji:krmini: !hi: proJuc1i11n 1.·i:ilin!!-

Production of li:alhi:r ... hoo.:-. and ;1rlio.:k-.. i-. 11rii:nti:J h1\\;1nl ... lhi: J11mi:-..lic 111;1rkcl ralho.:r 1h.111 i:xporl .,;,k .... NL\l' 
11pi:ra1i:-.. livi: kalhi:r ... h11i: Ltch•rii:-... ori!!in;1lly i:-.1;1hli-..hi:J in !hi: 111-ltl anJ l')(ilb .. ;111J a fad11ry 111anubcturin!! a wiJi: 
ran!!i: of kathi:r ;1rtick-.. ( k;1lhi:r _l!armi:nh. uph11b1i:ry. kt!!' anJ hrid r;.-.i.:-... w;1lli.:h :1ml pur-..i:-... anJ f11111h;1lb) w;1., 
1.:-..lahlishi.:J with 1i:d11ir;1l ;.-.-.i-..lanri: fr11m lhi: ( io\i:rnmi:nl of I lun!!;try in l'IS-l. Thi:ri: ;1ri: :1b11 2-l mi:Jium--..cak 
pri\;1li: -..i:cl11r k;1lhl·r w11rk-.h11p .... lhi: br_!!i:.,l i:mpl11yin_1! 11111 w11rko.:r-.. (in ninlra ... 1. !Ill· ... 111;1lk-..1 of !hi: !"I.SC bclorii:-.. 
employ ... ovo.:r _liMI \\11rko.:r ... ). Thi:-..e 111;111ubdure -..hol·., f11r lho.: 1110-.1 part. hul ;•ri: n11w 1.:xp1.:ri1110.:nlin_1! wilh a wider 
r;tn!!e of le;1ther proJurh. 

In lhi: i:arly t•1so .... lhi: ... huo.: ;111J kalhi:r pr11dlll:h ... t:ll- ... o.:d11r \\;.., d1aracll'ri10.:d by h1w labour produc1ivi1y (un1:-1hird 
uf lhe inlernalional kvd). br_!!dy a ri:-..uh 11f inadi:quali: ... 1aff 1r:1inin_1!. indlio.:ier.l workin_!! mclhod-.. and ineflicii:nl 
111;ichini:ry f11r mil in_!!. l11e b-.l in!! and 'l i1rhin_1!. Furlhermoro.:. havin_!! 1kveh 1pi.:J ah'"!! the line-.. of suh-..l it ul ion within 
;1 pmh:cleJ 111;1rkd. lhe f;1durii:-. havi: hi:i:n ;1hk lo 1.:xpand pmducli11n wi1h11u1 !!ivin!! much ;11l1.·n1ion ll• de"i!!n. A., 
a re ... uh. [[)[)( · h;.., had _l!ri:;1l Jillirnh~ in sdlin_!! ... 11ne of ih prnJuch ;111J. al !he upper o.:nd of lhe markd. ha-.. foo.:ed 
compclilion frum imporli:d (uho.:n .,mll!!_l!k·d) -..hoi:-... 

Table .\.1. Ex1mrh of lealhl'r ;111d leather 11roduct-... F\'llJM-1 to F\'l'JM9 
(Thc.u->and Birr) 

Per cent 
~hare 

Product 1984 1985 1986 1987 1988 1989 1985- 1989 

P-occ·;o;cd ~kin-; ~? '979 48,682 44, 180 87,219 103,603 96, 110 86.0 
Proccs-;cd hide-; 7,836 8, 379 5,614 9,329 9,444 13,518 10.6 
Fini,;hc:l lc;-,thcr 252 1 1, 130 562 1, 164 .7 
leather product-; 563 127 264 1, 352 4,263 7,525 2.8 

Total 68,630 57, 189 51,243 98,462 118,474 117,153 100.0 

----

as per cent of 
total inarufacturcd 
exports n.8 63.9 57.9 70.9 68.5 67.6 

-------

Sour .... c-: Data prrJV 1 (J(od by th(' M1ni·,try of lndu·.try. 

\;LS« im pkm..:nll'd ;i n,·w do.:\ d11p111rn1 -.1 r;1ll'n in I 'l.'i-t, \\it h kd111ictl ;"-.i-,1;111rl' fr11m l ! N 11>0 ( l>I' /I :Tl I /7.'i/llO I). 
\\.hi ch hmughl :ihoul \ign i lir;111l im pr11\.._·nH: nh in bh11ur pr11d11l"1 ivil y in >11llll' ol l hL· !\ L\( · Lirl ori1.:-. - Tikur Ahlii.:y 
\h111: F:irlmy. f11r in>Ltnce - hy intrnduring a pr11d11di\ity an.I qu:tli1y ri:blo.:d h11nu-, "·hem..:. l'rod11l"li11n 111.:lhod-, 
:ind 111;1n:1L'<.:mi:nl h.1\c' IH-.-n 11p1'.r.1dL·d and Ill'\\' d..:-.ign' f11r highL·r qu;tlity 'h"L'' prq1;1rnl. ,\fkr ;i pni11d 111 
-.L1gn:1li11n in lhr 1.'..!rly l'l:-ilb (111111n1l ul -.h11L''- and h1111h fr11111 :-..;L\( · Lir111rie" innc.l'ed hy 1111ly 7.ti pn rcnl from 
1-Yl'IXI 111 l'Yl'>"''i). lhL· >i:.-111ral pbn Liri!iL1ll'd rapid ~'.111\\.th ;1l a '-Uh·'l·l"l11r;il kwl. By FYl'IXX, 11111pu1 11f kalhi.:r 
.-,hrn:.-, and hooh had inrH::i,o.:d 111 2._\ milli11n p;1ir· 71 p1.:r renl :11111\i: 1he kvd of l"Yl 1>'i!J, and :i range 111 ncw ka1l11.:r 
:irl i.-k-. h:1d hn·n hr11•wh1 1111111 1 h, 111;ir~,-1. 
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The market for footwear in Ethiopia. is dominatcli hy cam·as anl! plastic footwear. holding 30 and 50 per cent of thc 
market shares rcspecti\"cly. whereas lcathcr footwear acwunts for only 20 per cent. Two plants operatcd hy NL\C 
manufacture composite canvas and ruhh..:r f11otwc:1r. one of which also manufactures plastic shoes. There arc also 
two pri\·ate sector enterprises engaged in the manufacture of plastic shoes. Output of cam as and ruhhcr footwear 
has remained rclati\"cly s1ahlc in recent years, rising Imm 2.3 million pairs in 197S/79 lo 2.7 million in ltJ85/86. 
Prodl!ction of plastic shoes. on the 1lthcr hand. has increased from 1.7 million pairs lo ·'-6 milli1m pairs over the same 
period. The rclativcly low price of plastic footwear cxplains its strong market position. Unfortunately, the quali1y 
is rather poor. This problem shnuld he addrcs.o;cd hy the implcmcntati1m 1lf more rigorous quality control 
procedures. 

Exports of lcathcr shoes arc handil·appcd hy poor design and high production costs. cwn though th:: shoes arc 
generally wcll manufactured. Rcccntly NL\C b:; ~;:»;:!;.:.! :;: .::,;port limited quantities of lcathcr footwcar (56,000 
pairs over thc FYI•JS-t to FYI•JS•J paioJ) to the forma Pc1lplcs Dcnwcratic Republic of Yemen, Djibouti and s~udi 
Arahia, hut. al present. there is linlc prnspcct of NL\C breaking into fashion conscious European and North 
Amcrican m;:rkcts. Ncighhouring African rnun1ri..:s ha\"e grcatcr polcntial. particularly for hea\} imluslrial and 
military hrnlls. NLSC has h;id grcaler succe"'s in th..: exptlrl of shoe uppers for assemhly abroad. Exporls of shoe 
uppers increased steadily from 9,1100 pairs in FYl'JX5 hl 711.illlO p;iirs in FYllJ&~ and then jumped lo I.I million pairs 
in FYl'J~N. This suggcsls 1ha1 NL\C has now established a pre~;ence in ibis market and cxptlrls can he cxpcclcd to 
increase in lhe future. The intcrna1ion;1l markel for kalher artides has proved more difficult to penelrale. 

The Uni\'..:rsal Lcalh..:r Ar1iclcs f;11:h1ry w;1s sci up in NS-t specifically to de\'cltlp export sales of lca1hcr articles. 
Machinery was imporlcd from Eurnpc and dcsigns w..:n.: rnpicd from foreign calalogucs. Owing lo thc price of lhe 
factory·s producls (ahout .\ll pcr cent higha 1han othcr prnduccrs) and thc managcmcnt's lack of ex1.or1 cxpcricncc, 
thc factory found grcat difliculty in finding huycrs. A small quantity of hricfc;1scs and h;mdhags. worlh Birr X7.'.lkl0. 
wcrc cxpmtc<l in FYllJS7 and sales incrc;1scd 10 Bird.-t million the following year. Exports sales slumped to Bin2.il 
million thc foll.lwing year; lcss than om: quarh:r of the cxporl largct set in 1984. In lighl of thc factory·s n:ccnl 
pcrformancc !he MOI t;irgcl fnr FY ttJli-t - Birr2.l-t million - appears cxtremdy amhitious. 

During thc FYDP (FYl1i'JO-FY l•J<J-t). :'\L\(' plans to expand capacity and upgrade production al existing \hoc 
factmics with a view to developing a :..irongcr cxport performance. The MOI is also inv..:stigating a project fpr a new 
plant producing bdics' shoi.:s and training \hocs with a rapacity of 15 million pairs of e;ich pcr year. For some.: years 
now, thc Ethiopian Sports Commission h;1s asked NL"i(' to hcgin prqduction of sports footwear. This plant would 
also have.: cxpnrl polc.:nti;1( since the market for leather sp11rtswcar is strong. though fashion linked. lncreascd 
production of pbs1ic footwear is ;ilso und..:r nms;dcr;1tion. 

E. WOOD PROCESSll\G A~D PRODUCTS 

Thc wm1d processing and wood products hranch is i:xtremcly deccnlrali1cd. In l1JS:'i/S<1 there were :\I medium- and 
largc-sc;ilc cntcrpriscs engaged in wood processing and the manufacture of wood products, twelve of which were 
under public sector management. Since JCJS-t, whcn the Ethiopian Wood Works Corporation was dissolved, these 
enterprises have been managed hy thc Ministry of Construction and the National Mctal Wcrks Corporation. In 
;1ddilion, the Ministry of Agriculture operated 15 saw mills in the forest regions, the Ministry of Education ran its 
own workshop producing school furniture and rhere arc large numher of small-scale joinery and carpentry workshops. 
Tighter control of the wood producls industry through the formulation of ;1 scctor;1l plan would greatly assist the 
rationali1ation of production. <iivcn thc pressure on forestry n:sourccs, this would he desirahle hoth from 
cnvironmcntal and an economic point of view. 

Nominal installed saw mill capacity was cstimaled al 220,000 rn m per year in the early l'J,'\Os. Most of the saw mills 
arc more than twenty years old, thc machinery is ohsolclc, and there arc shortagi:s of spare.: parts, such as blades. 
These problems, logclhcr wilh dwindling supplies of wood in reccnl years (sec Seel ion V.B), have forced many mills 
lo close. Oulpul of finished timhc.:r has steadily fallen from -tl,100 cum in 1''78/7'J lo a mere 4.4110 cum in l'J85/X<1, 
mosl of which was uscd in the conslruclion industry. Tola( consumption of timhcr in the wood and wood product:; 
industry has also fallen; from -t7,1Kl0 rn m in l'J8.VX4 lo .15,500 cu m in l'J85/X<1. 
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Pl~"\\llll<l ;iml partidc l'll;ml fachlril·s ;ire m;1j11~ c,msumcrs ,lf timhcr. The '.\tinistry llf l"tlllslrue1i,m llllCr;1h:s l\\ll 
pl~"\\-,lllll factories. one in Addis .-\h;1ha. thl· other in Jimma. Their nominal installed capacity was h .. "10 cu m per 
year in the early l'l~ls hut pnllluclilln ha .. l'l:.:n wdl l'll.:l,1w this kn:I since 1•>7:\/7•1. Jue 111 ohSlllell" machinery. 
sh,lrtages llf spare parts. 1,1gs ;md skill.:J m;tnp,1wer. B,lth pbnts were rl·hahilitall:J in the miJ-1•1::-.1s hut output did 
not increase significantly thl·n.·;1fter. In l'IS:'/Sh output reached 2.'100 rn m. the hight:st k\·d for thrt:t: yt:;1rs. This 
nm:rcJ only ..UI per cent of J,lmestic J.:m;mJ. In l'IS5. the Ministry of C.\lnstruction plannt:J to huilJ ;1 new pl~"Wllllll 
factory with a capacity of lll.tltltl cu m per ~car near Jimma t.1 mt:.:t !!rowing dt:manJ. which was expected to rt:;ich 
l::!.~10 cu m per year hy 1'1'15. It is not known whetht:r this plant h;1s l'll:cn cstahlisht:d. Output llf partidc hoard 
incrca..o;cJ fwm 2.::!011 cu m in 1'17S/7•1 hl 111. lllll cu m in t•IS5/~•. largely ;1s the rt:sult llf ihc in1r,ll.luc1i,1n of a 
pnlllul'lion line for cement htinJcJ p;1rtidt: l'liarJ ;it the ETH.-\RSO pl:tnt in 1•1s.•. I brJ partidc l"1;1rJ is widely 
used in the construction industry. whik \l"lll·cred chipl'll;1rJ is used in furniture manufacture. Allliut ,inc-third ,lf 
the wnct:r used is importt:J. 

Tvni plants manulacturc joinlry ;mJ huil.ting l"llffilllint:nls on ;1 brg.: scak: ECr\FCO. which pr,llluct:s prdahric;11cJ 
particle hti;1rJ h,1using anJ h;1s ;1 ca11;1ci1y ,if ;1l'llUI 11.1100 s4 m ,lf ll1lllr ;1rc;1 per yl·;ir: ;mJ the \\";m1";1 F;ic111ry which 
pnlllul·l.·s small w,llllll.·n housl.·s. <l1ll1r ;mJ winJ1lW fr;1ml.·s Thl· N;1ti,in;1I !\kt;1lw1lrks (.",lrpt1r;1tiun m;in;1gcs Sl."\·l·n 
furniture manufacturing pbnts which use ;1 mixtun: ,lf timi'l:r. particle hoard anJ metal. The ljU;1li1y of the pnlllul·ts 
and design is somctimt:s ptlor. ht 1th lll:GIUSl" l1f the (ltlllr 4u;1lity of the m;1tcrials ;1\·;1ibhlc and the sh,lr1;1gt: ,if skilled 
carpenters. Output ,lf furnitur.:. pniJuct:J hy the ~~IC ldl from S0.~111 pil·ccs in FY l'lS:\ hi 715<111 piece:• in 
FYl'>S.~. though this takt:s nu acwunl ,lf tht: c.1mjlll"i1i,10 of pnlllucli,in. Sm;11l-sc;1lc pri\"alc ,n-hlr w11rkshops 
gcm:rally m;mufacturt: m1ln: fashinnahk pr1lllucts. l>t:llcr suited to hnus.:h11lJ use. r-;,l J.:t;1ils of output arc ;1\·aibhle. 
hut pnllluction \"aluc (al nurket price .. ) h;as incrc;1scJ fr1lm BirrS million in 1117•1,':-itl 111 Birrl'I milli,m in l'IS5/Sh. 

F. PAPER A~D PRl'.'iTl'.'iG 

Total p;1pcr c11n-.umpli1lll in E1hi11pi;1 i-. rnrr.:ntly ;1h11u1 2i.Jlllll hinnc-. l'l:r ~l·;1r. allt1u1 h;1lf llf which is :.upplicJ hy 
Jnmestic pnlJuc.:rs. T11t;1l proJuc1i11n of duplic;11ing. !~ping. printing and writing p;1pcr ;mJ c;irton-. incr.:;1 .. cJ frlllll 
lll .. "111 tonn.:s in FY 111:-i:'i to 11.::!tNI hinnl·, in FY l'IS7. hut -.uh-..:,1ul·n1ly ldl hy ~II p.:r c.:nt in FY l'IS.'\ 11win!! lo ;1 
reduction in pulp imp,lrts. lmp<lrls l•f paper ;mll p;1p.:r pr•llluci.. - ;tn111un1ing 111 11517 hllln.: .. in l'l:-\h/S7 n"lin!! 
Birr:!.\ millinn in forci!!n exrhang.: - m;1k.: up the h;1bncc. lmp11rt-. 1lf fini-.h.:J pap.:r ;1rc ;1l-..1 r1.·,;ri.:1.:J hy the 
sh11r1;1gc of forei!!n cxch;tn!!C- C. "tin .. cl1ucn1ly. th.:rc arr fr.:l1u,·n1ly shl1rt;1gc-.. I'.-r n1pirt1 p;1per c1111-.umptil•n i-. linly 
0.S kg. one of the l11w.:-.1 k\"d-. in Africa. :\s the .:Ju.:;1lilin -.y-.tcm grow-. ;inJ th.: ,·c1m••my dcvd11p, it i, cxpl·d1·J 
that con .. umption of .. 1a1ion;iry h<l1•b and inJu .. 1rial p;1pcr i-. .:xpcckd 111 inn1.·;1,.: ;11 lhl· r;11c 11f 111 pl·r l·cnl p.:r ~l·;1r 
Jurin!! the early 1'1'10-.. 

Sin.:.: there ar.: n11 pulp pr1•.lu,·1i11n foriliti.:-. in Ethi11pi;1. thl· IW•• pap.·r mill, u,,. imp••rtnl pulp fr1•m Eurtl(lC anJ 
\\;1-.1c p;1p.:r. The br!!'"'I mill. th.: 1·:1hi11pian l'ulp ;111J 1';1pl·r Sh;irc ( -.1111p;111y ( Fl'l'S< ·1. in \\"lmji. \\;1, l·,1ahli .. h1.·J 
in 1'155. II h;1, h.:.:n w11rking ;11 \ir11ully full l-;1pari1y. IO.tNNl tpa. ,in.-c l'IS..J ;md hold-. -~' pl·r c1.·n1 m;1rkc: ,h;1re. 
Apprl1ximatdy :-ill p1.·r cent of 11ulpul i, print in)! ;ind writing p;1pcr. Ill p.:r cent lin.:rho;1rd ;1ml \H;1pping pap.:r ;111d 
Ill per n·nt p;Kb!!i"!! h,1;ird. Th,· pbnt i .. rnrrently unlkr)!11in!! r.:h;1hilit;1li1lll in t>Hkr 111 innl·;1,c pn•llucli11n 
c;1paci1y lo lh.lllMI lpa and th.:r.: ;ire pl.ui-. 111 in .. 1all ;i '.:l·linJ p;1per m;1.:hine \\ith ;1 r;1p.1ci1y ,,f .Jll.111111 lp;1 of 
ncw-.prinl. print in!! ;111d \Hit in!! r;1p1.·r-.. -.dll·dulc.1 Ill h.-!!in I 1p.:r;1lit1n' in l'l'I I. 

On.: of 1hc Jiflirnhil·, 1h1.· pl.1111 foe._·, at prc,.-nl i, th.: '-"l"I of imp1>rlnl pulp. Hn·;m,l· 11f rhc -.h11rl.1!!,. of forl·i!!n 
cxch;m!!e imporl' of pulp lluc1u.11nl fr111n -i.1~lll 111n11C, lo 11.'ltlO tonne' o\l"r th.: pni11J l'IS-1 to l'IS7. In or,kr '" 
reduce <kp.:nd,·nrc on imp11rh t Ii.- I ]'I'S<· pl.111' r. 1 c1111'I rud ;i ::'.2.1111111 p.1 r;1p;Kily h.11!;..,.,.· pulp mill. u,in!! b;•!!·'"l" 
from nl·arh~ 'Ul!M L1ll11ri1.·,. Th.: h.1.i.:.1..-.1.· pulp mill \\ill h1.· c1>111111i"i11n,·d in 1'1'1~. l'I'< · ;1(-..1 h;1, pl.111, Ii• l·-.1;1h(i,h 
a -.m;11l rulp w1111d pbn1;11 inn Jurin!! lhl· 1-'Y l>I'. 

A l:'iO lp.1 c1p;ll"ily p;1p1.·r malin!! unit ;11 :\,111;ir;1 w;" 11p1.·nl·J in l'l.J/1, ;111.I i-. op..-r;1lnl hy th1.· ,\,m.1r.1 \l;1ld1 .ind 
C;mdk l'.Kl11ry. TIK unit m;1n11Lal·tur1.·, wr:1ppi11!! papa ;ind p;irk;1!!ing h11;1rJ 11,n( I>\ lhl· 111;1lrh ;md :;111.lk fo\'lory 
;md 'old lo l11l";1l l"lll1:rpri-..·,. \\·;, .. 1,· p;1p1.·r fr11111 l11c1l prinlinl! pr,·, •. l., i' the prin..-ip;1l "'11n·l· of r;1w 111;11..-ri;11'. 
-.uppknh·ntnl. on.1,ion,111~. l·y r..-nk < >h-.nkll" pl.1nl ;111.I 11nrdi.1hk w •• kr and d.:rtririly -.urplic, .1r1.· tlK main 
,·on,lr;1inr.. on pr11d11rti1111. 
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In order to mc.:..:t lhc.: growing dc.:m;tnd f,,r ,l-h'"'' exercise h.,,.1ks. a facll•ry \\ith a cap;teity of U.'\ million h,,.,ks (l\:r 
yc.:ar is undc.:r c1mstruc1i,1n in Addis r\h;1ha. This will inuc.:asc lhc demand for cul pa(l\:r wn:-idcrahly. much 11f which 
may have.: lll he met frnm impt,rts. EPC ;1b,, plans lo huild a new pa(l\:r carllm manufacturing faciliry. Whilsl there.: 
is a need f1lr incrc.:a:-c.:d ,,utpul of pad;1~in~ m;1tcriab. the quality also has Ill he impnm:d and produclilln ,,f lailo;: 
made.: packaging materials f,,r the.: nc.:c.:J ... ,,f c.:;ich c.:nlc.:rprisc.:s :-lc.:p(l\:d up. As yc.:t liuk pnigrc.:ss h;1s hc.:c.:n made.: on 
these.: fronts. 

There.: wc.:rc.: Ill puhlidy ,,wnc.:d printing prc.: ... -..:s 1lpc.:r;1ting in l'IS7. lllgc.:ther witlt 35 pri\·;1tdy owned prc.:s:-c.:s and 17 
opc.:rating in-h,,u,..c.:. allachc.:d hl g"vc.:rnmc.:nt dc.:partmc.:nb. The.: a\C.:r;1gc.: age.: ,,f the.: printing presses in ''P':rati1ln is 
1wc.:r thirty yc.:ars 1•IJ. much of the.: c.:quipmc.:nl is ohs1,lc.:11: and thc.:rc.: arc.: al·utc.: shortagc.:s of spare.: parts. \laintc.:nancc 
is a major proMc.:m S" h'<l i" the.: purl·h;"c.: ,,f p;1(!\:r and chc.:micab. since.: most of the.: lauc.:r has to he impt,rtc.:d. 
Dc.:tails nf output arc.: n••l ;1\ailahk. hut :-lati:-tics on prnduction value.:. which has tripk·d from Birr15 million in 
1975/7h hl Birrt.7 million in l'IS7 ;s.-;. indic;1!c.: that the.: 1lUlput has i1Kn:asc.:d suh ... tantially despite.: these.: constraints. 
!'o significant incrc.:a'c.: in printing c;1p;icity i ... planned f,,r the.: FYDP. Instead. EPC plans hl rationalii'e pnl<luction 
hy the Jc.:wlopmc.:nt of a :-.:ctor;1l pl.in ;ind 1hc.: l·c.:ntr;1lii';1ti•111 ,,f sc.:ni.-c.:-. such as m;1intc.:n;mcc.: ;md training. This wil!. 
it is h1l(l\:d. impr.wc.: currently (,,w lc.:\c.:b. ,,f cap;Kily u1ili.1a1i,1n. 

G. CHE~llCAL PRODl'CTS 

(l\c.:r the.: pa .. t fifly yc.:;1r ... the.: chc.:mil·;al pr1•dud' br.inch h;a' Jc.:\cl,,pc.:J .1lnng the.: line.:' ,,f imptlrl suh .. titution through 
the.: c.:slahli,hmc.:nt of c.:ntc.:rpri,..c.:s pr1•ducing ;a r;ingc.: of final !!•"'d'. :\,a rc.:=-uh there.: ;ire.: few \·c.:rtic;1l linkagc.:s wi1hin 
lhc.: chemicals 1->rarn:h and in l'IS5, Sf• over SO pc.:r cc.:nl ,,f 1hc.: inpuh used wc.:rc.: imp11r1c.:d <=-c.:c.: Sc.:c1i,m II.Ci). In terms 
of pnl<lucti1m value.:. 1hc.: branch h;1, paf1•rmc.:d \\c.:ll in rc.:l·c.:nl yc.:;u.., - it... ... hare.: ,,f 101;11 pnl<ludion value.: ha ... incrc.:;1 ... c.:d 
from 5.h (l\:r cent in l'l:-\11/SI 111 I:! pc.:r cc.:nl in I•ls5/Sh - 1->ut 1hc.: -.lrul·turc.: of pr1•Juc1ion rc.:m;1inc.:d unch;mgc.:d. The.: 
TYPP (FYl'IS:'i-FYl9'1..J) -.11ught ll• -.1rengthc.:n the.: chemic;1I pnl<lu.-i... hranch hy alh:;11ing .:!.:! . .:! pl·r cc.:nt of hllal 
invc .. tmc.:nl in the.: indu-.1ri;1I sc.:ch•r tn new chc.:mic;1I indu-.try pr11jc.:l·h. II c.:nvi,;1ged 1h;1I !he.: hr;mch·.., -.hare.: nf gniss 
prod11•:1i,111 \·;1luc.: w11uld ri,e frnm IO. I pc.:r .-enl in FYI•IS..J lo .:!55 pc.:r .-enl in FYl'l'l..J. Thi-. w;1s tn he.: ;1chic.:\·c.:d hy 
'.rrrc.:;a ... ing output ,,f imp••rl -.uh ... 1i1u1i11n lin;al !!•><•J, ;ind. m.•rc.: import;1111ly. the e,t;1bli ... hmen1 ,,f focilitic.:... for the 
prnJue1ion ,,f l->;1,i.- ;:hc.:mic.:;11' ;and inh:rm.:Ji;ah: !!••••J,_ Li11k pr.•gr1.·,, h;1J hc.:c.:n m;1Jc.: lllw;1rd.; th.:-.e !!";1ls 1->y JClS<J. 
ll1m.:\er. unJc.:r 1h.: FYDP ( FYl 1l'lll-FYI•r1..i1. pri11ri1y h;1, h1.·en gih·n h• 1he in ... 1.1lbti1in .. r n.:w pbnh producin!! 
;,,,.,ii: chc.:mic;1h (c;au,1i.- "''Lt. ;alumini:1m -.ulph;al.: ;tnJ ;111.:yJ rc,in,) \\hich will -.1rc.:ng1h..:n \erlic;tl linb!,!c.:-. \\ithin lhc.: 
i.1du,1 ri;al 'c.:.:ti •r ;ind ini..:rm.:di;1lc.: prndul·t, f, •r lh<..' in ;a:.?.ri.:uh ure ( fc.:rt ili.1c.:r,. pc.:,1icid1.·, anJ irrig;1t ion pipe.:-.). 

r\t pre,c.:nl. 1h..: 1•nly h;1,ic ch1.·mic.1I i11Ju,1ril·, in E1hi,1pi.1 ;ire.: 1h1.· •>ii rdinc.:ry. indli..lri.11 !!·•' manufaclurin!! pbnh and 
'ah works ('C.:'-' Sn·1i11n \.T). Ah11ul °:'II p1.·r \1.:111 ,,f d1•me,1ir p..ir11kum pr11du.-h n.:quir1.·m1.·nh ;ire mi.:1hy1he ou1pu1 
of th.: :\";ah ••ii rdinc.:ry (m.tn;1!!.:J hy th.: Elhi,1pi;111 Pc.:1r11kum C1•rr••r;a1i<1n. undc.:r the.: \lini-.try ,,f \fin.: ... ;and 
En.:r~y). \\hich u,,., imp.•rli.:11 crulk oil. In l'hl 1h.: rdinay·, c1p.1cil\ \\;" imfc.:;1,.:J fr,,m h.:'\ll.111111 loSllll.llOll t11nnc.: ... 
per y.:;ar hul 1h1.· h;1,ic bl•ri,· i' n11\\ <1\.:r (\\1.·nty y.:;ir, .. Id ;and in n..:1.·J 11f rdurfli,nm.:nl. B.:cll!'C.: ii li-.1.·.., ;1 ... implc.: 
hydrll-,kimming pr1 •cc.:" I h,· rdinay pr1 •dun:' .a Lar!!1.· prnp.1rli1 in , ,f h1.·;1\ y fucl oil ;anJ r.:bt ivc.:ly -.m;all quanl ii ie ... '•f 
light anJ m.:dium <1il fr.adi1111' (T.1bk .-..~). Exe.:.:" pr••dudi11n ,,f h1.·.1\y oil. ;am<1un1ing lo ;1r<1unJ ISllJMMl ti111n1.·, in 
1h..: miJ-l•ISll,. i., l'\lh>rl.:d f11r '·"'.al 111\\ pri,,·, 11n .a ,;atur.11c.:J \\11rld m;arlc.:1 ('.:c.: l;1hk :\-~). \lc.:;111\\hilc.:. lhc.: 
h;abnci.: of li!!hl oil pr•••ht•h .• 1rn11un1in:.?. Ii• .1l>1•ur l.'ill.IMHl l11nn;,.·,. h." 111 h, imp11rkd. R1.·de\d<1pm1.·n1 of lhi.: r\";1h 
rdinc.:ry ;ant! in·t;all.a1i,1n ,1l 1h.:rrn.1I ,·r."lin:.'. l.1,iliri1.·, m.1y h,· ;1 "'lllli••ll. Thi, \\11Ul1l r,·,uh in in.-r.:.1,c.:11 pr.1ducli<1n 
.,fh,>li..dwld fu,·I . l.l'Ci ;an1I I....·r11,_-n.-. \\hi,h ,1r,· i.:urr.:n1ly in ,h,1r1 ,upply .. and th1.·rd•y rdi1.·\1.· pr1.·"ur1.· <111 the.: url .. an 
m;1rkc.:1 r .. r hi1im.1" fu,·(,... II \\11Ul1I ·"'·' .tl(,1\\ 1h1.· pr111ludi11n .. r ,111,111 •(U;anri1i1.·, .. r b.1,i1· p..-!r11(h1.·mi1.-.al... In lhe 
me;anlime. 1h.: !!11\ernm1.·n1 h." ,,1 up ;1 j .. inl \enrurc.: \\ilh f,1ur \\·,·,1.-rn 11il n•mp.ani1.·, tn 1.·,1.1hli'h ;1nd m;tn.t!!C.: a 
I .:'\.I II 10 111nn1.·, pa ;1nnum , •ii rdin..ry n,·,1r .. \,I.Ii, ,\li.1li.1. 

EBC • •p.:r .111.·, .1 pl.1111 m.anul.1d urinl! 1.·.1rh11n di11\id,· l11r t lw hn i:r.1L'.1.· in.Ju,1 ry in Ad,li, :\h.1h;1 ;ind ;an111 ha pbnr 
opc.:ralc.:d hy 'l;CC · 111.111uf.1durc·, 11\\l'.1.·n .111.l .11..-t\kn,-. l'r111ludi1•n 1111·.irhnn di11\id1.: i"'' in.-r1.·;a.,_·d fr11m 2•1s lonne' 
in 1'17."1;7•1 111 ·"·"" r11nn..-, in 1·y1•h:-.. Thi, rdl''" 1h1.· l!r11\\lh 11f d1.·m.tnd fr.1111 1lw i>l·\1.·r;1~l· h1111lin!! pl.1nh. 
Pr111ludi11n 11f 11\\1.'.,·n. "" il1i: 11rh1·r h.1nd. h.1, ,1.n:n.1kd .11 .1r11un,I 1.'ill.fl4MI .,1 m .111nu.11ly ••\l°f rhi, p~·ri11<l. 1h11t1!!h 
ri,in~ 111 1'17.fMMI l°U 111 in I Y l'I·'·'· 



Soap and dctcrgcnls arc currcnlly prnd~ccJ al six pJhtidy owncJ planls in Elhiopia. lwo in Asmara ;1:-id four in Shoa. 
Fiw oflhcsc planls arc operalcJ hy lhc Nalinnal Chemical Corporalion (NCC). hul lhc siXlh, lhc Addis Ahaha Soap 
Factory, i.-; on lhc same silc as lhc lfnilcd Oil Mill anJ is operalcd hy NFC Since lhc Addi.-; Ahaha Soap Factory 
rcprcscnls nearly half of lhc .·u.1100 lpa inslalleJ capacily. lhi.' prcscnls difficuhics for rlanning. lhc slanJardizalion 
and purchase of inpuls. and lhc lran.,fcr of skills. In aJdilion lo lhc puhlicly o\\ncd planls. lhcrc arc cighl pri\'alc 
factories producing cleaning prep;iralion.-;. some of which manufal1urc products (Lux Soap. for inslancc) under 
licence from inlcr1alional companies. 

One of lhe major prnhlcms facing lhe induslry i.-; lhe age of lhc equipmcnl in use. Fi\·e of lhc soap and dch:rgenl 
planls were huih in lhc 1%tls and lhc 01her dales from 1hc !')30s. Planl failure and hrcakdown.'i mcanl thal the 
Addis Ahaha Soap Faclory wuld only operalc al ~) per c..;nl of nominal installed capacity in miJ-J•J&~. At the 
Asmara Soap Facto..-y. lhc planl is so ohsokr.: lhal a rcccnl stud~· recommended thal il shoulJ he closcJ d•lwn. Soap 
factories ha\'C also found Jillicuhy in purcha.-;ing adcqualc supplies of raw malcri:1ls. c\'Cn lhough \lrlually all lhc 
lall•lW u.o;cJ in lhc soap planls is supplied lo1:ally. Nevcrlhclcss, production of soap and rictcrgcnl increased from 
8,~lt) lonncs in 1'>7S/7"' lo l:'i.500 lonncs in l'IS:'i/Sh. and then JouhlcJ lo 3::!.700 tonnes in FYl'>S..~. D.:spilc lhc 
rapid gm\\1h in oulpul of n:ccnt years. production was in.-;ufiicicnl to meet demand in lhc l'J:-il)s and suhslantial 
quanri1ics of these pnl<lul1s were imporh:d (soap and dctcrgcnl imports amounlcd lo ahout 17.nnn lonncs in 
l')S(i/~7). Howewr. lhcrc arc no plan.'\ lo cslahli-;h new planls. lnslcad. NCC plan.-; lo rdurhi.-;h cxisling capacily 
and relocate the Addis Ahaha So;ip Faclory hl a sit.: where cxpan.o;ion is pos.-;ihlc. 

Three plants in Ade.Ii.' Ahaha manuf;Kturc g•i.l<l quali1~- paints. \arnishes and lacqu.:rs: the Tscc.lay Paints Fal1ory and 
Chora O:\.·ygcn and Ch.:mical Eu:lory. holh operah.:d hy NCC ;ind lhe pri\·a1cly owned Kokch Painls Faclory. 
Production increased from l.S7h hi of painl and .U hi of bcqucr and \·arnish in ltJ7S/7'> lo 355'1 hi and 11)0 hi 
respecti\dy in l'>:-0/8-1. hul lhcn fell lo less lhan onc-1hird of 1his amounl in l'lS5/St•. Oulpul rcc•wered lhe 
follo\\ing year. Bolh puhlidy own.:d nbnls arc h;mJicapped hy 1he age of lheir machinery and diflicuhics in 
acquiring cssenlial spare pans and inpuls. Concern h;ts also hcen raised ahoul lhc safely mc;isurcs employed; holh 
planls use highly llamm;1hlc sol\'cnls. If ;idcqu;1lc supplies of raw m;ilcrials could he guaranlced. lhcrc may he an 
opportuni1y for lhcsc pbnls le di\'Crsify inlo lhe pnlduc1i,1n 1if prinlers ink. 

Table 3.2. Domestic nfining of pdroleum products, 1982 to 1987 
(Th0u.;and Metric Tonnes) 

Per cent 
share 

Product 1982 l984 l985 1986 1987 1982· 1987 

Gasoline 101. 7 104.7 101.0 99.5 120.7 15.3 
Jet fuel 48.0 51.4 56.2 48.8 52.9 7.6 
Fuel oil 276.5 310.9 307.2 307.0 338.7 44.8 
Asphalt 15.6 16.4 7.1 11.3 14. 1 1.9 
Petrolcun gas 4.8 5.4 5.2 5.3 5.2 0.8 
Gas oil 191.4 212.4 190.3 179.0 212.9 28.8 
Others 0.0 5.4 9.2 8.1 14.2 0.9 

Total 6~.o 706.6 676.1 659.0 760.5 100.0 

Source: National Bank of Ethiopia, Quarterly Bulletin, various issues. 

Tile AJdis Tyre f;u:t11ry, n.1w op,·r;itin~ ;" ;1 .. hare c11mp;my. w;,., c.,l;1hli ... hcd "'a joinHcnlurc with lhc < i11\'Crnmcnt 
.,r C1cch11,hw;1kia in 1'>7:!. It prnduce' ;1 ran~.: or \chide tyre' anJ inner 1uti.;.., from imported ruhhcr. Oulput ha~ 
inrr,·;1wd from 'I.'. 711111yr,., in 11>7."-/71> t11 1117.tOI in FY!l>Xt1, jumpin~ to 170,1100 in FY l'>S."- ;1rtcr pbnt rcforhishmcnt 
in ll)l'!t1. llowc\'Cr, lhc pl.int ... 1ill 11nly Cll\Cr .. "'41 per Ccnl of lhc J11mc ... 1ic market. In \iew of the .. hnrlagc or tyre~ 
in E1hiopi;1, ( ·srR. ( icrm;1ny and th,· l 'nitnl Kin~dnm h;1w a~rccJ to hdp finan1:c a Birrh:! million C(p;in,ion prnjcrt 
al lhc fac1ory. lhi' will inac;"c c1p;1C:ty hy 70 per ccnl. annthcr lll-t,1100 lyre' ;ind I00,1100 inner luh.:' per year. 
The projc1:t ;1lso cnvi .. agc ... the c .. 1ahli ... hm,·nt 11f ;1n cxp.-rin11:nt;1l ruhli.:r planlation. 



There arc three hancry m;mufaclur;;i!! pbnls. 11•:•l in Asmara ;mJ onl· in AdJis Ahaha. \tanagl·menl llf these planls 
is Ji\ideJ Ocl\\~en l~c ~Ci.." ;mJ the ~;ili••n~.t ~k1alWllrks CorJlllration (N!\tC). This handicaps Cll-orJinalilln 
~tween the p!ants. For i:;_,:;mn:. ;, stt;J:. in l'l3t> rl·vcalcJ th;1I lhc lwo planls in Asmara produced lcaJ oxide while 
the Addis Car Bat:e~· EKt.•ry im(ll•rteJ 1his material. Output has slagna1cJ al anmnd 7JlllO unil~ during the J'ISOs. 
This is wdi hcll>W cap;1..:i1y anJ :he currl·n1 .JemanJ for whidc hancrics. NCC plans h> increase production Juring 
the FYDP hy rchahili·.!1ing ;mJ .:xp;mdin~: 1hc Addis Ahaha factory. which wa..; originally huih in l'.IW. Production 
w~il incn:asr.: lo ~).ll!Jtl halli:ries pt:r ye;11 hy the enJ of lhe 1hirJ phase. Dry cdl hallerics arc currently pn-.Juccd 
al lhc l_'ni1ed Ahilities Company. The fachlr~· i.; specially JcsigneJ for disahlcJ workers. II has a nominal capacity 
of Ill million R-.)1 lyp-.: dry n:ll h;11tnies . .-\hh.1ug.h lhc plant cum:n1ly operates al around 911 per cenl of capacity. 
1hi.; i.; ina& <IUalc lo meel J,1mes!il Jem;•,J. eslimalcd al ahllUl 2..-i 10 JO millilln halleries of \·arious 1ypes per year. 
N!\IC has plan·; io csl;1hii,.h a n.·w Jry cell h;1lh:ry fach>ry. with eslimalrd cosl of Birr2.."\.S million and a capacity of 
I lh million ha111:rics per year. 

Four rmhlidy owned cn1erpris1."s m;m11fac1ur1." plastic pnlduc1s. 1wo of which arc managed hy 1'CC one hy NBC and 
the olhcr hy ~FC There ;ire. in ;1.tJi1i,111. six small-sc;1lc pri\·a1c sel1or enlcrpris.:s cng;1gcd in lhis acli\ily. These 
plants haw hccn csl.thlished ;n r.:-.pt•n-...: lo imporl suhs1i1u1ion op(ll1r1Uni1ics anJ lhc range of products is Jiwrsc. 
including hlmschold arlicl.:s such as hul·kels. insulalcd cahlcs. crates and Otlltlcs. (llll\thcnc packaging. shoes anJ. 
mosl recently. hall (ll•inl pens. Ou1pul l>f jll•lyc1hylcnc pr1-.Juc1s increased from .\'\5 Ionics in l'J7'1t/"N lo •}(15 tonnes 
in l'JS~/lG hul then s1;1gna1t"J JI awunJ this lcwl until l'JS5/l'il1. Pn-.Jul1i•lll s1a1is1ics for cn!.:rpriscs unJcr MOI 
supeni.sion indicalcs 1ha1 lhe gw\\th \renJ resumed 1hcrcaf1.:r. Ou1pul of plastic wires increased frllm 53 milli1ln 
metres hl 7.h million melrcs 1W1.": the 1'17;-i,'7'> h> l'lS5/l'il1 pi:riod. ProJuclion is handic;1ppt:J hy Jepi:nJcncc on 
im(lllrlcd hasc chemicals. Belter n•-11rdin;llil111 hc1ween lhc pbnls would hdp n:Ju~·e im(lllrl cosls anJ ;1s.-.is1 
pnldnl1it>n planning. Fmlher Ji·:ersific;11i.111 ,,f 1hc pwJucl range sht•ulJ als,1 1...- a mcJium-lerm gll;1l. This will. 
howcwr. Jl·pcnJ on lhe Jnel.•pm.:nt ,,f facilirie,.. ft1r 1he prt>duclion l•f inj.:clion mt•ulJs. most ,,f whil·h ;m: currently 
imporleJ. 

Approxima1dy ~II p-.:r cenl ,1f lhl ph;irm;K.:u1ic;1ls cnnsumeJ in E:hiopia arc prtlduc.:J loc;1lly. al a pbnl originally 
.:slahlishcJ in AJJis .-\h;1h;1 in l'>h~. now opt:raled hy the !\.lini.,1ry of Puhlic Jk;1hh. Ou1pu1 11f medicinal products. 
Ctlll1prising ·1 r;m!,!e of (;ip-.ulcs ;inJ 1;1l>lch. ;mlihitllil"s. \·accines (cht>kra anJ lypho: J). syrups ;mJ oinlmenls. has 
im·~eascu graJually 1hrou!:!h•"ll 1he l'ISlls ;md there arc pl;in' lo cxp;mJ hoth the qu;m1i1~- ;mJ lhc range of pn-.Jucls 
~1 !hal domestic pnl<lul"lion c;m 'upply .•5 per l"enl of lhc markel. Of parlicubr inlcrcsl is pn>Juclior. 111 \;1l.:incs 
u,..cd in lhc WHO Exp;mJeJ Pr••!:!r;nnme ,,f lmmunis;llinn (Jiph1heri;1. pt:rlussis. lel;mus ;mJ 1uhcrculosis), all of 
which ;ire curr .:n1ly imjll•rlctl. 

Four sm;1ll-sl";1k- pri\·,11e 1."nterpri-.,· .• JlatlthKL" ;1 limilcJ r;ml.!e .. r n1-.mc1ics r •• r J,1me,..1ic con-.umplion. Oulpul is 
reslricleJ hy the -.h,1r1;1_!!e t1f n.·ce";iry inpuh ;1ml 1he hi,!!h price of th.-,l· pruJul"h. \"ir1u;1lly ;1ll ,1f J11a1e-.1ic J,·m;mJ 
for perfumes. 1<101hp;1-.1e. 111;1kl·-up. h.1ir oil,.. ;1nJ ,h;1mjl\ll'"· ;inti -.h.1\in_!! crc;1111 i-. mcl from imjll1rh :al a co-.1 of 
appwxim;i1dy Birr I million per y,·;1r o\cr 1h~· pl·ri,1J I•>S~-S5. ,\ t ·:\lr:d commi .... i,111,·J pre-fe;isihili1y sluJy oir!:!ue,.. 
1h;11 a snull-sc;1lc pbnt coulJ m;umf;1c1ur,· 1he,e prndul"I-. ,un·e,,full~. ~to-.1of1111: h;1,e nutcri;1ls ;1ml conccnlr;lle' 
\\"oulJ ha\e 111 he imp.1r1L"J. hul lhe pbn1 w.mltl u-.e a sm;11l 11uan:i1y 11f l,ll·;1l r;iw m;i:cri;1ls (,!!l~c.-rin. l·;ikium 
carhonale. m.1i/c slarch and ,..;111. for in-.l;ml·c). 

r\romalic hcrh, (lemon _!!r;1s'. _!!er;mium ;,ml e1Kalyp1u-. ci1r11itl11r;i) arl' already pnicl·"cJ to manufacture cs'l·n1ial 
oil-. in a -.1c;m1 t1i,1ilb1ion pbnl ;11 W.:ntl11 C ;,-11,·1. 1•fl\.'ra1,·J hy :-.;cc The pbnl w;1, nrii,!in;illy opi:n.:J in lhe 19:'<1-. 
a hut sh,1r1ai.:1· of r;1w m;1kri;1!, lnl 111111\\ (,1p.Kily u1ili/.11:11n r;11,·,_ Thi' prnhkm h . .-. bn·n re,t1h·l·d hy lh.: purch . .-.e 
nf bnJ fr, 1m nl't,!!hh, 111rin!! l\·;i,,1111 .-\"' 1\i;1I j, •11'. ( "1111111,·rci.11 pr11tlud i, in l"-·!!an in I 'IS.'\. < )n\c ·.1111 pul h;" incrc;1-.nl 
lo a -.1;ihlc lc\d, np<1r" ;1r,· pbnn,,I. ,\ 11 •\\ c• "I mi:hik ,li,r ilbr i .. n pbnr i' al" 1 under co11'idcr;1I inn. 

l '.nder lh•· FYl>I' (FY 1·r~1-FY 1•r1.J). pri11ril\ h." i.,,·n !!i\,·n 111 rh,· ,·,1.1hli,h111,·111 11111,1,i,· ch.·mi,,11 intlu,rrie, which 
would u-.c h1t";il ,,., .. urt·,·, .inti r,·du.-.· tkp.·111kn\L' \Ill i1111111rlnl inpuh. In l1ISl1iS7 r .. i .. pi;a i111p11rlnl -k>.IMlll l1111nc' 

,,f chemic;il, al a '""'' 11f Birrl I 'i milli .. n. 'i p.·r ,·,·nr of 1lw 1111.il impnrl hill. 

One of rlw ntosl i111p11r1.in1 ol tlw rw•.\ pr11j,·d, j, ;i ,,.d,1 "'h 111.111uf.1d11rin1! pl.1111. currl·nlly 11nJcr r11n,lnKli11n ;ii 

Zuv 1i nl·ar L1!.r Aflij.11.1. in lhl· Rifl \'.ilk~ (,,.,. s,·dinn \'.F). Tlw pl.1111\ i11!1i.1I c1p.ll·iry will Ill· to.mo 1p;1. Thi, 
will be murl· rhan l'll1111~h l.i mn·r .111111.--.li\ 1k111.111d fr11rn lhl· "'·IP m.111uf.1t·111rin~ .111tl 1t-x1ift-, ind11,1ril·, ·in l'>S.'i/St• 
lhl· d1.:mir.1l ftr.111d1 tht'd 1,l'il 1111111,·, 111 imp1•llril r.llhli.- '"11.1 .. ind m;1~ alln\\ "•me npnrh wirhin 1hc fYI',\. 



r\ plan! for thl.' m;muf;u:lur ... · ,,f aluminium sulphalt" anJ sulphuric add i.s al lhl.' Jl.':-i_!!n sl;1_!!1,.·. Thl.' pbnt's pnl<lul·ti•m 
capacity will Ix: U.hOtl hmn1,.·s ,,f ;1luminium sulph;1ll.' anJ 1-IJlllll tunnl.'s of sulphuri..: aciJ ~r year. :'l.ltisl •ll the 
alumi!lium sulphate \\ill h ... · u:-... ·J ;1s ;1 lfon·uknl in Jrinkin,!! w;tler. th,iu,!!h there m;1y Ix: ''Pll<'rlunilics f,ir use in lhl.' 
pa~r millin,!! inJuslr~· ;is ;1 surface filkr. Al prl.'sl.'nl im1l\irh oisl a"'iut Birrl5 million in for..:i_!!n cx..:h;m,!! .... cJ1.:h year. 
Sulphuri1..· a..-iJ is •lllC of thl.' nhisl impurl;ml k1si ... - ,.h ... ·mi..:als - E1hi,ipia currently imports all\iul 7.111111 ltmn,·s ~r year 
- anJ pnl<lu..:tion coulJ ,ilkr consiJl.'r;1bk f,,r ... ·i,!!n cxl·h;m_!!c s;1\in_!!.s. Furth ... ·rmorc. rnl<lul"lit1f' of sulphuric a.:iJ off.:rs 
c,111..siJerahll.' t1pll\1rtunitics for \cr1i..-;1l inh:_!!r;tlion inh1 lh.: pnl<lucli•lll tif other imptirl suhstitulitm pnl<luct.s. "'--siJl.'s 
aluminium sulph;1lc. nt1l;1hly pnl<luc1i1in of sodium sulphate anJ J,,Je1..·yl"'--n1cnl.'. [),,Jccyd.1en1cnc is currently 
imtl<1rtcJ in tar_!!;: qu;mtili.:s ;mJ th ... ·r.: 111;1y Ill.' "Pll<'rlunilics for l.'Xll\1;t :t1 PTA c,1untril.'s. 

Anoth.:r h;1.sic ch.:mi.:;11 prnJu.-ti•in pbnt ..:urrl.'nlly at the Jcsi_!!n/impkmcn!ati,in sta_!!c is thl.' manufacture t1f alk)d 
resins. \\hich ;ir ... · currl.'nlly i1111l\ir1.:J. Th.:s ... · ;1r ... · \\iJdy use ;1s film-f,irmin,!! ;1_!!l.'llh in p;1inh ;mJ \·;1rnishl.'s. The pbnl 
has a pbnn.:J ,-;1p;u:ity ,,f 2.211'.I tonn1,.·,. nwsl ,,f \\hi1..·h will Ix· s,ilJ within E1lm•pi;1. 

Besides the ;1l"i\.: three pn1j.:cts. th.: :'I.I< >I is ,1u,lyin,!! ;1 witk r.m_!!.: ,,f p••l.:nti;1i h;1si1..· dll·mi..:;11 in,luslry pr.~jl.'.:ts with 
a \·icw lo impkmcnl;11i,m in lhL· lnn,!!-1.:rm: 

Benlonilr - lknt.mit.: c;m Ix: usnl h1 pnl<lu..-c hk;u:hin,!! c;irlh. us.:J as a filler anJ Jn·olori.;in,!! a_!!cnl in the ftl<ld anJ 
t.:xtiks inJuslrics. lmtl<irts curr.:nlly ;1111.mnl h1 ;1ll\iu1 _-;c1111p;1. Jfow.:wr. 1h...- minimum \i;1hk pbn1 is .\Jlllll lonn.::
anJ lhc pruh;1hk pn,Ju,·1ion 1..·osh ;ire n•il fa\uur;1hk for ... ·xp,1rt s;1ks. 

Biomas!> based chrmit.-.1ls - T!m1u,!!h ;1 pnll· ... ·ss ,,f Jry Jis1ilb1i.m. ltKally ;iv;1ibhk hi,1m;1s.' cuulJ Ill.' us.:J hi 
manufaclur...· ;1sl·.:1i.: aciJ (uscJ in 1h ... · l.:\lik inJuslry). n.:11s,11.:. r;1w m.:th;mul which cuulJ Ix: us.:J ;1s fud. anJ 
..-h;1rni;1l. 

Bone based chemic.-.1ls - As lhc m•:.11 pnK.:s,in,!! ;mJ kalh.:r inJuslri.:s J...-vd,ip. ll<1n.: will pniviJ...- a tl<'l.:n1i;1l 
r.:sourl·c. An·ordin,!! lo ;1 l'IS(, pr1,.·-k;1sihili1y sluJy. ;1 sm;1ll pbnt ...-.1ulJ pruJu1..·1,.· 1.11111: :p;1 offal. 2Jlllll 1p;1 ,,f ,!!Iu ... · and 
.-.1.11011 lpa ,,f nurm;1l su~r phu-.ph;1h:. II c.iulJ ,!!1.."nc:r;1lc f,m:i,!!n cx,·h;m,!!c frum the s;1k ,,f ,!!luc. 

Bromine - Brin.:s al 1h...- ,\,.s;1h S;1h wurks h;1w ;1 hwminc conl.:nl uf 2.h."\ k,!! ;mJ. al the 1..·urr.:nl oulpul of the s;1h 
works. t.50 lnnncs of hromin.: ..:.iulJ he prutlu.-c:J ~r y.:ar. Ahhnu_!!h hr.iminc pri1..·c:s arc hi,!!h. br,!!dy l1t:G1Usc three 
ctimp;mics ...-.m1nil •111 p...·r c.:nl ,1f \\tirlJ :-upply. this s,·;11...- uf pr.Kc:ssin,!! is consiJc:r...-J un ... ·nm,imi..-. 

Caldum Carbide - 1'r.,.h..-1i.•n nl 1..·;1kium c;arhiJc: fr,im 11uid.limc ;mJ ..-,,1,;,. mil!hl l1t: \i;1hk in 7.111111 lp.1 .:;1p;Kily 
pbnl. th•IUl!h d...-,·1ri..-i1y ..:"'" ..-.iul,I I..: 1m1hihili\l·. II ..:.1ulil pr1i\i.tc f.: ... -J,1t,...·k for lhc: proJu,·1i,in of l";1kium 
cy;111;1miJc. ;1 kr1ili1.:r .in.I hc:rhi.-i.k \\hid1 m;1y 1,...- 11,...-..1 in 1h...- tlduli;1liun nf n1ll•lll ur olhl·r pLmh h· f;ll·ilit;1lc 
har\".:-.tinl! ;rnJ ri~nin,!!. 

Chlor-allali planl - A d1l11r-.1lbli pbnl u-.in,!! s;ih frum lh.: Ass;1h s;1h wurks ..-oulJ prn.tu,·.: .>.5tlll lp;1 of 1..·hl1irint: 
(for u,..- in w;11cr purilicil ion). 21 Ill I p;1 uf s• 1tlium hy p1Khlurilc ( ;1 hk;Khin,!! ;mJ s1..-rili1in,!! "l!.:nl currently imp, 1r1cJ 
in sm;1ll ,111;1111i1i ... ·,). 25111p;1 ,1f hyJri11!1,.·n ,·hluri1k ( 150-2.•o It inn...-, of whi~·h were im1l\ir1cJ fnr us.: hy NFC ;mJ NT<." 
in l'IS:'). ;mJ -1 •. '4111 tp;1 of c111,1i.- '"'b. I lil!h dn-iri.-ily l;1rilh m;1y nuk.: lhc pruj,·.-1 unn·.m1m1ic 
Dialomiles - Sm;1ll 1111;1n1i1i~·s 11f tli;1lt1mik, ;ir.: u,cJ in E1hi1ipi;1, lhou,!!h 1h..-rc is ;i brl!c intcrn;1li111M1 tr;11k in this 
proJucl fur use ;" lihr;tl iun al!...-nh (in hrt:\\ inl!. fur in-.1.111..:1,.· ). ;i till in,!! a,!!..:nl in p;1inls ;1ml ;1, in,ubl ion. Export ,;1k' 
from Jq1u,iis wi1hin F1hi11pi;1 (,l.,. s,·di11n \".I)) ;1r•· likd~ "' ,,.... ron,1r.1ineJ hy hil!h frt:i,!!hl ,-,,,..i-. 111 1h...- p•irl. 

t·11rf11r.1l - l 's1,.·J ir. luhri.-;1linl! 11il. hid pr.1.-...-"inl! .1rnl in 1hc pr11Judi1111 of r,·si11'. furfur;1l j, ;1 pr.1,Iu:.:1 with export 
p• 1h:n1ial. Th.: m;1jor inpuls ;1rL". ur \\ill h,· ;1\,1il.1l •k loc1ll~: hi. m1.1" in I h,· f, 1rm of n irn '"""' , ir h;11!.1"c:. sulphuri1· 
;teiJ ;mJ su•fa ;"h. ;\ pre-f.:.1,ihili1~ ,1111ly. un.kr1;1kL·n in 1·1~1. intlic11,·, 1h.1t .\,111111 1p.1 pl.1111 w11ultl l!C:n...-r.11~· 

suh,1;1111i;1l f, ir,·icn cxrh;111.c,·. 

11,crrogt•n l'l'rn\idt• · In 1h,· mi.t-1•1so, Flhit1pi.1 imp11r1,·tl 5UI 111110,·, 11f hytlr111!1·n p...·r,1,jtl,· fur u,,. ;" ;1 hk.1d1in,!! 
al!.:nt in the: ll'Xlik,, k.11hn. fu11tl. p.1pc:r ;111,I ph.1rm.K.:111i,·,1I, inJu,lri._·,, 1houl!h 1h.: \olumc: uf imp1ir1s is cxpe1..·1...-J 
to rise lo 1.21111 lonnr' p.:r ~,·;1r in lhc: r.1rly l'l'IO,. Sin1·c: 1h ... · minimum \"i;1hk pl.1111 is 2Jlllll 1p;1, 1kwlopm..-nt of ;1 
hydrog.:n 1x·ro\itle pl.1111 would h.r\l· 111 1.1k,· np••rl p••l,·111i.1l inlo nin,i1kr;11ion. Till' hi.ch l'l"I of dn·1ri1·ity. whi,·h 
would arr111m1 fur ;1hu111 h.'i pa n·n1 of 1111.11 prutlui"liun '"'"· m;1y ;1"•1 Ill· pruhihiti\l·. 
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Industrial ~xplosins - Al'l\1u1 1.1110 lt>nncs 1•f inJuslrial cxplosi\"cs arc impnrlcd each yc;1r. Ahhough 1hc minimum 
\"iahlc plan! has a capacity of :1t...1ut :\.1100 tp;1_ thc plan! could he \iahlc if cxplosiws arc t.:xporh:d. perhaps \\ilhin 
1hc PTA. 

AlongsiJc 1he Jewlopmt.:nt of a hasil· cht.:mic;1ls i'1JU.'itry. the MO: scd:s to s1rengthcn linkages hclwccn 1he chemical 
indu.,.lry anJ agricuhural seclor through 1ht.: cslahlishmt.:nl of pcsiicide and. possihly. kr1ilizcr pwJuclion planls. 
Despile lhc impt1r1ancc 11f agricuhure lo tht.: E1hiopian economy. a NS7 UNIDO study (UC/ETH/S5/214) revealed 
lhal there wen: pra\.1ically m1 pcslici.Je formulation facili1ies in E1hiopia - Shell Chcmical'i opcralcs a small lindane 
du.'\! formulation planl anJ anotht.:r MOA opcratt.:J plan! doscJ in lhe mid-19SOs O\\ing lo a shorlage or spare parts. 
Virtually all the pcsticicks useJ han: to tl\: imptlrlt.:J. O\\ing to foreign exchange constrainls. impt1rls fluc1ua1ed from 
I.tit>() tp;; 1;1.J.l.H lp;t 1w.:r the 1'>71t-i1>St1 periot!. thou!;.h an upward trcnJ coulJ hc sct.:n \\ilh impt1r1s awraging 2.250 
tpa from l'>SO- l1>St1. 

The k\-d 11f pc .. ticiJe rnnsumpti11n is cxlrcmdy bw hy inh:rnalional slanJard'i anJ lhcir use is largdy reslricted lo 
1hc stale farms: neither 1hc f1•rmula1i1m 1•r hulk paclaging of impt•rleJ pcsliciJt.:s is sui1cd lo !he nt.:t.:d'i of lhe p.:asanl 
farmers. Sincc pcsticidt.:s can make an impt1rt;ml contrihu1i11r. to ~-idd'i. thcrc is an urgcnl need lo hcgin domeslic 
production. Thc l!:"IDO sludy ad\-iscd !hat a small-scak formula1i1m planl sh11uld hc huil1 in order lo lake 
ad\·anlagc of impt1rl suhsti1ution oppt1rtuni1ies and propagah: lhe use 11f pc:\licides wilhin 1he pcasanl scclor. II 
cn\i'iagcJ a IW1H.laged dewlopmcnl: phase I. a liquid pcslicidc plan! wi1h a capaci1y of 1.5 million I; phase II. a 
granule prnduc1ion plan! wi1h ;1 l·apal·i1y of 75fl !pa and a dusl pr11duc1ion plant \\ith 1.1100 tpa capacily. By prnJuc:ng 
a limited range of peslicidcs ec1•nomics of sc;1lc cnuld he achic\cd. The local malcrial conlenl would he ahoul 30 
per cenl for liquids and S5-•r> p.:r c.:nl for dusl :md granule ... The plan! woulJ gcnerale high \"alue added anJ offer 
c1msider;1hlc for.:ign cxchangl· .,;1\"ings. Al pr.:senl. the ~101 is prom1•ling a project along these lines, with a capacily 
of 1.51111 c· m per y.:;1r. f11r in1.:rn;11i11nal tin;mcing. 

Estahfo,hmcnt 11f a pesticide fnrmub1i.in pbn1 sh11ut.I. h••\\e\"l.:r, go h;mJ in h;md wilh imprm·cments in the marke1ing 
system so thal a largcr pn>pt•rlion of 1t1t;1l 1•utput reaches cun .. umcrs in the pcas:ml seclor. All agricultural inputs 
lo lhc peasant scch•r arc di,trihutcd h~ th.: Agricuhur;1l Inputs Supply Cnrptna1i1m (AISCO) through a network of 
nearly t.00 dislrihution centres which sdl 1t1 the sen-ice rn-11perati\-es. Owing lo the rn-operatin:s' limi1ed financial 
resources. the dcfauh ralc 11n purch;N:s from AISCO is high. Oth.:r pcas;mt farmers depend on purchases 1hrough 
pri\"ale -.cctor traders. 

There arc similar pwhlcm-. "ilh the m;1rk..:1ing 11f fcr1ili1.:rs. Lc\"ds of krtili1cr ;1pplil·;1tion in E1hi11pia an.: among 
lhe lowcsl of lhc low inc11mc gr.nm .. r omn1ric,, amounlin!! It• ht1 !! p.:r ha of arahlc bnJ in 19St1, less th;m Ill per 
cenl of the a\-..:ragc. ,\,with lhc u,c of p..·,1iciJ.:,. fcr1ili1.:rs ;ire br!!dY r.:s1rictcd to 1h.: -.t;llc farms. There arc no 
loc;1I prnduclion facilitic<. anti s11 ;111 kr1ili1.:r h;" h• h.: imp••rl.:d. lmpt•rts incrc;1:-.ctl during lhc c;1rly l'>~ls from an 
a\"crag..: of 35500 1onn.:' in l'ISl,'~~-l'IS~/Sl It• th'i.:\UI 111nnc' in l'>S:\/St1-l'>St1/S7. llo\\cn:r, 1he quantily impt1rtcd 
h;.-. \·aricd m;irkctll~ from ~c;1r h• ~c:1r owin!! 111 forci!!n .:xl·h;m!!c cun .. 1r;1in1s. The l·uns1ruc1ion of a fcrrilil'er plan! 
would offa oppor1uni1ic ... fur imporl -.uh-.1i1u1ion ;mJ 1hc 1;1ilorin!! c•f krtili1cr pn.Juctiun 111 mccl thc demands of 
lhe pea:o.;1111 s.:clor. 

A pre-fca,ihility sludy fur ;1 kr1ili1.:r l·omplcx j, currrnlly in pr.:p;1ra1inn. Thi_, cmi .. ;1!!C' ;1 pbnl protlucin!! tit10,CIOO 
lpa of OAP ano .l-111.1100 lpa of ur.:;1 ;11 ;1 cml ,,:· Birr-k~l.5 million. :"11111h.:r Jll;1il-. ;ire a\';1ilahlc. llowc\'cr. on fir-.1 
imprcs-.ion' lhc pwsped' ;ire n11t Li•.11ur;1hk. Ethiupi;1 bcL;, suil;1hlc r;1w m;1l.:ri;1k Cia-. dqlt1 .. ils ha\'c hecn found 
in I he ()!!;1Jcn rc!!i1 in ( .. cc Sl·c:li1 Ill \" .( ") hul I hc,c ;ire unlild~ lo hc l"ommcrci;1lly cxpluilctf fur ._C\'cral yc;1rs ;mJ 
lhc produdiun of fcr1ili1cr' m;1~ nol II\.· lhc n111 .. 1 l·r11n1•mi.- the of 1hi .. r..- ... 111rcc "hen ii docs l"nnw on sirc;1m. Thc 
allcrn;lli\c, dcclrol~1ic pr11.lm1i11n of .1111. 11111i;1. i, H;dy 111 I~ prohihili\l·ly cxpen,i\c hn·;111.,l· of the ..-11,1 of clct·1ri..-ity. 
Fcrrilil'cr produc1i11n will. '''"'''!11..-n1l~. r1.·111:iin ;1 l11n!!·lrrm 11l>jl·c:li\1.·. In 1h..- ml·;1111im..-. lhc MOI i .. inw .. li!!alin!! 
1hc polcn1i;1I of ulh:.:• mini.:r.11 inpuh I•• lh,· .1crin1lrur:1l .. n·111r. 'ul"h ;" 111m·md.1llic '"rl>.:nh. w'1i,·h h;ivc h.:cn -.hown 
lo h;1n: a hcndici;1I imp;1d 1111 pr11tlmli\ily. 

H. '.'iO'.'i-:\IETAU.IC :\11,ERAI. PROl>l'CfS 

The n11n-m.:l;illil" minl·r.11, 'l"ll11' i·. clomin;iktl hy rhc pr11duc1i11n 11f .... 111,1ruc:1i11n 111.11l"ri.1(,, n:mcnl in p;1r1irnl;1r. 
\'ir1u.1lly ;ill of 1hl· n..-\\ in\1;,~111011 in lh.- hr;111d1 Jurin~ rhc l'NI' h." h,·..-r1 tlir,·c1nl l11\\,1rtl, lhl· ,·xpan,inn of n:mcnl 



production capacit~, through the construction and expansion or the Mugher Cement Factory. Output or thi." 
commodity tripkd bc.:tween l1>8t>/Sl and FYl'>S..~. Thi.'i ma~"iw increase in cement production accounts for th1.: 17 
pcr ttnl average annual gro\\th rale ur produl1ion value for the hranch U\\:r this period. Ciro\\th in the construction 
scctor, which awraged .'\.l per cent o\·er the FYI•>Sl to FY19S7 period. has not kept pa.:e. A£ a result there i." 
concern that further expansion will result in o\·cr capacity. In contra.-.1. output or other construction material" first 
stagnated in the late 1970s and then fell in the mid 1'>8l>s. hoth as a result or sluggish ticnnnd and supply con_<.;.!rainls. 

Much or the prohlcm lies in the low lewl or house COR.'ilruction. E\·en though there L'i an acute shortage or housing 
in Addis Ahaha and must rural housing is or poor quality. financial con.'ilrainls limit the g,wernment's huilding 
programme lo about .i.ono houses per year. Control-; on the sale and rental or pri\·ate property. introduced in 197<1 
and slienglhened in 11>&1. ha\·e meant that traders do not regard housing a..'i a prnfilahlc inwstmenl and con.'ilruction 
for the rental market has all hut stopped. Housing rn-operaliws have bc.:en encouraged a.'i the mean.-; hy which 
pcople can horrow money ltl fluill! thcir tlWO homes flul the numbc,:r or hoU.'iCS huilt fly lhcsC self-help organi:r.ationS 
has bc.:en rdativcl~ small (h.1100 from 197h/77 lo l'JS3/s.i). Consequently. dcmand for cun.-;truction material-;. 
particularly thoSt: manufactured hy small-scale enlerjlrises has tended hl sl;1gna•e. Ironically. falling production of 
construction materials in n:cenl years h;1s meant that tho~e willing and ahlc 1t1 huild lhcir own homes face shortages 
of bricks, tiles and other con~lruction m;1teri;1ls. 

The go\·ernment's decision to allow the pri,·ati: c1mstructi;1n. ownership. sale <and rental of hou.-;cs and offices in 
March 1990 will alle,iate this rrohlcm hy stimulating thc demand for construction m;t1eriak In 1he short term the 
shortages of construction materials \\ill intensify hut a rapid proliferation of small-scale enlerprises in the 
con.'itructioo and construction materials sector may be.: anlicipated as entrepreneurs step in lo secure sc;1rcity rents. 
Regulation - in terms of quality - "ill ha\·e to be; strengthened. 

Cemenl i." J.,y far the most important construction m;1terial manufactured in Ethiopia. accounting for hf• per cer.1 of 
the gm~'i \aim.: of production within the hr;mch in l'JS5/~1 and hi per cc.:nl of the value added. There arc four plants 
in npcration al present: the Dire Dawa Cement Factory. huilt in th..: l'>JOs; Addis Aha:•a Cement Factory. established 
in l'H>-l; the Eritrea Cement Factory at l\l;ass;1wa. est;1hlished in 1%5; ;md the l\iugher Cement Faclufy, which bc.:gan 
operation in ll)S_l Complctinn of the Mug.her Cement Factory allowed a r;1pid increa~e in output lo ..itki.lltlO l1tnnes 
in FYl•>S.~ aflcr a period of stagn;1tion in the e;1rly l'ISOs when output had lcvdkd nut al ahout 1-itl.l>lltl lpa. 
Construction work is currently underw;1y to :louhle c;1p;1eity al the Mughl·r pl;mt to ·">11.11()1) tp;;. al a cnsl of BirrlXll 
million. There is some douht th;1t the m;1rke1 will be.: ahlc to ahsorh the incre;1se in production in the near future. 
Consequently, pbns In huild a fifth ttl>ll.l>lltl tp;1 c;1p;1ci1y pbnt ;11 Dire Dawa h;1w heen sheh·ed. lnste;uf. the MOI 
hopes to n:hahilitale twn of the nlder production facilities. 

The Addis AIMh;1 pt.nt h;1,.. a nt1min;1l c;1p;ici1y of 711.1>1>11 lp;i. which it achiewd proli1;1hlv in the (ll·riod up ltl 11)75. 
Since then the pbnt h;1s regularly incurred ln-.sc ... : hy 1'>85 rnmubli\e lo.-.ses ;1m11un1cd 111 Birr7.2 million. SO per cent 
of the st;1r1 up c;1pit;1L The Eritrc;1 Ccmenl Eict11ry also h;1.., a nomin;1I cap;1l·i1y 11f 711.1>1>11 1p;1. th1•u!!h it h;1s only 
achiewd full c;1p;icity once in 25 yc;m, nf oper;1tit1n. From 1%5 to 1'175. nulput avcr;1!!cd h.,.'>1>11 tp;• !lut it dropped 
to an ;iwr;1ge of .i5.l>llO tp;1 1hcre;1ftcr. F;illin!! nulpul h;1s re~uhcd in large l1Mcs which now exceed 1he initial capi1al 
inwstment. Both pbnts face 11:chnil·;1I diflirnltic~ in m;1intcn;mce and prod11cti1in mana!!cmcnt in ;lllditinn to 
market in!!. The MOI has re11ue~tell l i:"IDO\ ;1..,~i~tann: in lhe diagnnsis and re~1•lutit1n of 1he ... e prohlems. II has 
;1lso expre~-.cd its inlcre"I in the furmublinn of a ... ec1t1r;1I pbn which will heir r;1tion;ili1c produclion in the 
long-term. 

Ccmenl is u-.ed in the m;mufocturc of ;1 r;ingc cement hlods. tile" ;md pipe-. for 1he cons1nw1it1n industry. The 
Ethinpi;m Con,1ruc1i11n :\b1cri;1I-. ( '11rpor;ilion ( E< '!\!('). supervi ... ed hy lhe Mini-.try 11f Con,lnKtion. n1;1n;1gcs sewil 
f;iclories manufac1urini-: lhc'c producr... ;1ll 1•f \\hich ;ire h;1,ed al Addi' 1\hah;1. The .. e planls provide m;ilerials for 
the !!O\"Cr11ment's hou,in!! con,lrudion pro!!r;1mme which amnunrs to ;1hou1 4.1)1)11 ·nits per yl·ar (approxin,;1tcly 20 
million sq m). In ;1dtli1ion. th..rc ;ire 2.:! .. m;11l 'c1lc pri\·;1lc-,cch•r enlapri":' pr1>tl11cini.: si111ibr protl1Kh ;md lirl·d 
day hricb in Sho;1. \\'ollo. I !;ir;1!!hc. Erilrc;1 ;ind Ciojj;1111. The"; enlerpri'l"' .. c1111111 .. 1 of rheir oulpul lo pri\·;i,e sc,·1or 
huildin!! contr;1c1or,. Thl· oulpul of m;my of lhc~c .. 111 .. 11-,..calc entcrpri,es i' nol n.:nmktl in 11flil·i;1I stati-.lil·s. 
tlowcvcr, 1hc sl;11i,tic, ;1\;1ibhk intlic;1lc 1h;1I pr1•tl11ction of wn .. 1rm·1inn materi;1b. h;i.. fallen in rec1:nl y.:ars: outpul 
of cement hloch .inti tulll·, pc.1kl·il .11 .\ .. \million 11nih in l'lSl/S4 ;ind -.11h,cqucn1ly droppnl 111 2.•l 111illi11n unir.. in 
l1lS:\/W•: protl11r1ion of rb~ hrick' pt.1knl ;11 :!:\.I 111illi11n unih in l'JS2/S.\ ;ind kll 10 12.7 million in l1lS:\/Sti; and 

11111p111 .,f n·ml·nr tloor rik·, rl·.1dw1I \'i(1.\ ,nillion "I m in 1•1s.l/1>4 anti 1hn1 kll 10 :!-I\.:! million "'I m in l'lS:\/Sh. 
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Shortages or material-;. ccmenl and. in lhc ca~ •lr rhc 1-irick indu..-;try, fuel. may explain part or this decline but it al'io 
reflects lower le\·cls or acti\ily in the construction sector. II is understood that a number or small-scale private S•.:ctor 
enterprio;cs ha\-C been forced to dose in rccc111 years ,lwing to demand and supply constraints. 

As demand for con.~ruction matcriaas incrca.o;cs, following the i:nplcmentalion or the reforms proposed in March 
1990, this su:lSCctor will sec rapid growth. In order to facilitate this growth, the sector could benefit from technical 
assistance in the dc\-clopment ,lr appropriate tcchnologic.:\ for low-cost building malerial'i ba.o;cd t>n locally a\-ailablc 
materials - day. huilding stone and cnmposilc hlocks. 

Erttcrprio;cs operarini! unda rhc ECl\IC and selling 10 the Minisrry or Con.-;truction arc suhject to quality conrrol 
checks, !hough lhcSt; arc irregular and conlractors report 1ha1 many or rhe locally produced con.'ilruction malcrials 
arc suh-srandan!. This prohlcm i'> parlicularly acurc in the privare sector which, when selling 10 privarc sector 
contracto~s. is \lrtually unsupeniscd.. Parlicular prohlcms arc rhc low cement conlcnl of ccmcnl blocks, U..'iC or 
contarr.inared sand and aggregalcs, and the inadequate and une\"Cn firing or bricks. Srandardi7.ation or production 
mctblds and the enforccmcnl or producrion slandardo; should be a long-rcrm goal. 

The Addi., Ababa Asbestos Factory wa.o; cstahlishcd in 1%1< ~irh a nominal capaciry or -123,000 corrugated and flar 
a.'ibcstos sheets and 72.11110 pipes or \·arious dimcn.,ion.'i.. In recent r;;ars, howen:r, pmduction ha." averaged only 
120,000 sheers per year and several years ago production or asbesros pipes wa.'i di'iContinucd. The planl faces 
lcchnical difficulties, the machinery is obsolete and frequently hreaks down, rejection rates arc high, and all the 
asbestos u..-.cd has to be imported. The !\IOI has requested UNID<l"s assi'ilancc in the prcpa1Jtion or a diagnostic 
study and rchal-iilitalion plan. 

Tw,l lime production plants have hcen dosed in recent years: the lime plant al the Franchcui and Ros.-;i Factory at 
Asmara wa.'i dosed in 1'>7'> owing to a sh1lrlagc or raw materials; the Dire Dawa Cement and Lime Factory wa.o; 
dosed in 1987. after 53 years or operation. hccausc or its obsolete machinery. Only one plant, the Ethio Lime 
Factory (Scnkclc), established in 1%-i. remains in operation and this i-; no longer working efficiently .. A shortage 
d labour prc\·cnls the factory working ;11 full three-shirt capacity .. The two furnaces. 1hc older or which uses charcoal 
as fuel, the other fuel oil. origin;11ly produced ~I h> IJ5 per ccnl burnt quick line from each firing. but the efficiency 
ha.'i dropped to 55 per cent. Rcliring is now ncccs.,ary .. This ra;scs production costs and reduces output. Total 
output oflimc dropped from :\11111 tonnes in l'J~l/81 to .J,111111 tonnes FYI•>&~. The 1\101 has asked UNIDO 10 as..'iisl 
in idcn1ificalion or a suitahlc rch;1hili1;11i11n slralc!-'Y· II also h;1s pbns lo conslrucl a new lime faci.1ry during the 
FYDP period, al a COS( or Rirr .. \.J million. 

Ceramic wall and floor lib., rdraclory hrids and some s;mitary ware arc manufactured at the Tahacchi Franchilli 
and Ros..'i in Asmara, managed hy ECC si11cc l\farch !'>XX. The pl;ml is over firty years old. 1hc m;1chincry ol>solclc 
and span: p;1rls haw to he lailor made. A complclc owrh;ml or 1hc pl;ml is needed ir produdion is to be increased .. 

Ouarricd stone is widely used in conslruclion.. In rcccnl years. allenlion has focused on the development or 
dccorativc sloncs such ;is marhlc, granilcs and dolomilcs. supcrvis.:d. since l'JK\, hy 1hc E1hiopi;an Marhlc lnduslry 
(EMI). Tcchrical as...-.islancc from UNIOO (llS/ETH/81/11117) nas hcl;icd EMI idcn1iry slocks or dccor;11ivc s1onc 
suitahlc for dcvelopmcnl, rcac1iva1c two m;arhlc qu;irrics so lh;ll three arc now oper;1lin~ (C iulclc, nc;1r Addis Ahaba, 
and Bole and Ncfas Silk, in Jlar;1r). increase oulpul from 7, 71111 sq m or marble slahs in llJ8 I 10 28,111111 sq m in 1985, 
and train slaff in 1h; use of m;1rhlc cbddin,!!.. Po1cn1ial production c;1paci1y is now cs1im;11cd al l.Ul,111111 sq m per 
year. UNIDO is currcnlly cn,!!a,!!cd in a follow-up project (llS/ETJf/87/21\) w:hich aims h> incrc;1sc c;1p;ici1y al 
lfarar Ou;1rry (No .. 2) from 'Jllll cum per year h> 15.UI cum per yc;1r hy l1JCJI ;m~ upgrade lhc proccssin,!! lcc!miqucs 
al the (iuldc l\farhlc Factory. The prujccl will ;also cs1;1hli'h ;in orn;imcnlal marl>lc produclinn unil which will 
provide cmploymcnl for women. In addi1ion to 1hc development of hi,!!h v;1luc huiltling materials l/NIOO is also 
trying 10 promolc the use of 1uff as a lo~ cosl·huilding m;11crial.. Prclimin;1ry invcs1iga1ion indicalcd 1h;11 1hc cost 
or turf bloch could be 50 per ccnl lower 1h;1n 1hc cos1 or fired hricks and 1hc cosl of energy consumplion ahoul 85 
per ccnl lower. 

Al present, lhc r;mgc 11f non-metallic mincr;1I produch u'cd ou1sidc lhc construclion scclor is cxlrcmely limi1cd. 
Glass is the most imporl;inl or these products, !hough ii acc11un1cd for only :!II per ccnl of gro\S production \"aluc 
within the hranch in 1985/811.. Two planis 11pera1cd hy 1hc EB('. one in Asm;ira and lhc olher in Addis Ah;1ha, 
produce hollies and glasses. There arc also lwo small·\c,1lc priva!c sector cnlcrpriscs producing glass and anolhcr 



small-sc.1k pbnt pnl<lul·in,I! ;i limitnl r;lll,l!C.: ,,f ,l!b"s pwJuc.:ts. Output of 11'.•ttk" h;1s in .. ·n:;i!-1.:J fn1m •>5 milli.m in 
l'>SO/Sl lo 27.7 miiii,1n in l'>S:'i 'SI>. tllllll,l!h ••utput h;is 11u.:tuatc.:J 1w.:r this 1...-ri1l<l ;1'1J p..·akc.:J al 2S . ..J milli.m in 
t•>Sl/I'\:!. Pnl<lu.:1i,1n ,,f tumhkrs p..·ak .. ·J ;1t 'I.•> milli,1n in 1•>S2,'S.•. fallin,I! hy Sil pa l·c.:nt the.: fnl1,1win,I! yc.:;1r. thc.:n 
recowrin,I! hi 5.7 milli,1n ,l!b!-., ... , in l'IS:'i ,'SI•. Th .. · .. ·,1mhineJ ••Utput ,,f 1 .... uks ;111J !!1;i,, ... , Jr.•pp..·J Jr;111u1i .. ·;1lly In 
lll.5 million unib ;inJ l:'i5 milli,•n units r.:"'l"-'cliwly in FYl'IS7 anJ FYt•>S.~. Si::c.:h br,l!e llm:1u;1ti••ris in pnl<lucti•m 
result both from sh,1rt;1!!.:s of inpuh. imp••rt.:J "l<la a-.h in parti .. ·ubr. ;111J thi.: ••hsuk·-.,.-..-n .. -... ,,f mu.:h ,,f th .. · pbnt. 
The rehahilit;tli•m of th.: :\JJis Ababa pbnt in the mil'- l'ISlls J1x·s m•I appc.1r hi ha\·e si,l!nifi .. ·antly impru\"._·J 
pcrforman .. -... ••wr th1: 1,1n!! 1 .. ·rm. 

Gin.·n thi: -.ti:aJy !,!fllWth ,,f the IX'\er;t,l!c.: sn·h•r in recent y.:ars anJ irs i:xptirt p:itential it w,1uld ;1ppi:ar ex1...-Jient 
hl increase anJ diwrsify pnl<luc1i,1n 11f gb-.,., 11'.>llks. Short;1gi:s of l1'.11tks an: nuw iJentifii:J as a C••n-.1r;1int on •hi: 
output anJ .. ·xp.irts of th.: lx:\·i:r;1gi: l>r;111ch l 'i:i: Secti••n 111.B). lfntil ri:c.:ntly. hottks wi:re in su .. ·h -.h,1rt supply th;1t 
EBC askeJ export cushm1i:rs ;1bn1;1J hi r .. ;Jrn .. ·111ptii:s. Di.:p.•sits ari: pb.: .. ·J on ;111 J.1111 .. ·stii: s;1ks. 1\1'.•r quality ;111J 
the limiti.:J ran_l!i: ,,f pr,iJu..:t" is ;1bo ;1 nujt•r prni .!;,.·n1: in miJ- 1'>S7. f,1r inst;mi:e. th.: AJJi-. r\k1h;1 fa.:h •ry wa" unaMi: 
to pnl<luco: green-tinti:J gbss f,1r wine.: hollk,.. Furtl>-;:rnlllfl'. lt1c1lly m;1Ji: ,l!b-.s is appn•ximatdy .lll p .. ·r ..-.. ·nt nll1ri: 
o:xpcnsiw than th;1t m;mufa,tur.:J in Eun•t"" 

There ha\·e t..... .. n pbns f,1r th.: \'.!-l;1bli"hrni:nt of a shi:i:t ,l!b..-. m;mufacturin_I! pbnt -.inc.: !'IS:!. At prc.:-.i:nl. ;111 th•: 
sheet glas.' usi:d in c.instructi.m i" 1mp••rti:J • .:wn th••ll,l!h E1hit1pi;1 i:xpl,1its <1r will "'"'n i:xpl,1it the r;1w m;1ti:ri;1ls 
needed for gbss m;111ufactur .. ·: -..l<l;1 a-.h. -.ilic1 s;111d. lim.:stlln.:. ldd-.p;1r ;md J.,1,m1iti:. ECC considers th;1! a -.hi:..-1 
gl;1ss plant c.1uld sa\"e con-.iJer;1bk ;111:<1Unh llf fllr.:i,1!11 .:Xl·h;tn,l!i: ;mJ the pn1j.:cl h;1-. 1....-.:n im.:lud .. ·d in th.: indi .. ·;1tiW 
li-.t of new pniji:cts under th.: FYDI'. \\ith an .. --.1irn;1tc.:J ..-,,,.,, of Birr:'i7 milli••n. :\ J1.:l;1ilnl n:on,1mic ;111J hxhnic1l 
feasil>ility study has ~c.:t h• be.: nimpktc.:J. 

The Ethi,1-Potti:ry Pbnt esl;1hlish1.:J in 1'>7-t ;mJ n••W ''(ll'r· ... -J hy th.: Mini-.try ,,f \tin.:" ;mJ Ener,l!y. w;i-. ori_l!inotily 
intenJc.:J h• m;muf;ll'lurc.: p••lli:ry h1111'c.:h,1l,I itc.:111". 1111\\e\·c.:r. ;1 -.hort;1,l!C.: ,,f fud oil anJ -.kill.:J st;1ff h;1s r.:-.tri.:tc.:J 
pnl<lm.1i<m to rnlke cup-.. In l'ISI,_ l;;-o.;11>0 lSl/ETll/S.:'i/SOI) ;1J\·i-.c.:J that the pbnt rnulJ he ri:h;1hilit;1tc.:J ;111J 
pr,iJuction c.:xp;mJ .. ·J hy th.: ,,,n,.1ructi1m ,,fa pn•Jucti11n lin.: for the.: m;mufac.:ture of ekctric;1lly hc.:;11eJ h,11 pbt .. ·-.. 
Small-sc;1lc.: pt•llc.:ri.:-. m;111uf;ll'turc.: h.111.,c.:h11ld ilc.:m" such ;i,. l'1•okin_1! pt•h. l'lllkc.: pllls and injc.:ra h;1l.in,I! pbtc.:s .11 
L1ge;1Ji. Katc.:hc.:ny ;111J (i;1fbr•.1 nc.:;1r Addi-. :\h;1h;1. nn.: of which op.:r:1tc.:" ;.-. ;1 w1un .. ·n s n1-.•pc.:r;1li\c.:. Pn•d.irti•m 
is at ;1 h;111Jicr;1ft k\d; the.: p11h ;1r._· ,.h;1pnl by h;111J ;111J firc.:J with CllW dun,!! t>r \\llt•d \\hc.:n a\;1ibhk. 

It i,. 11nly rc.:cc.:nlly that th.: \IOI h;1-. !!••Ile.: ;1h,.;11I \\ith pbn-. h• e'l;1bli,.h ;m in1lu,tri;1l cc.:r;1111ic.:-. ~·11mpkx ;11 :\\\,,,,.;1. 

in SiJ;1mo. h;i-.c.:J on k:1<1lin dc.:pn-.ih :11 B11mh;l\\,>h;1 l.lll km Ji,.1;1111 ("c.:i: s...-~·1i11n \".I)). Tran.•r••rt ''""'· bnth fr11m 
the.: mine t111h.: cc.:ramics Lsr111ry ;mil f11r pr .. .t1...-1s 111 m;1rl.c.:t". will I...- c.:\lrc.:mdy h;!!h. Th,· pbnt. ~·11,.1in,I! ;111 ..-,.1im;1tnl 
Birr71 milli11n. will ha\.: ;1 pr111lurli11n c;1p;1i:i1~ 11f :!.lltlll lpa .,f t:1hk \\;1rc.:. l.lllKI lp:1 ,,f -.;mit;1ry w;1r .. · ;111.I .\.121 tp;1 
of tiks. l!nf11rtun;1tdy. the.: raw 111;1tc.:ri;1I i-. nnly -lll pc.:r r .. ·nt b11lin ;1ml "'' h1111,lin!-! ~-lr...-n!-!th is 111\\. Thi-. l!mih 
pr• 1Juc1ion 111 s:1nit;1ry w;irc.: ;111d ul iliry I'• 1rrd.1in \\.hii.· l·hi11;1 an.I h;1rJ I'• •rec.: bin, r11uld nnly h.: pre •.iun:J h~ I h .. · 
w"tly pro..-c.:"s 11f up~r;ulin!-! the.: l(llality ,,r the.: k;111lin. 

I. '.\1ETAL PRODUCTS A~D E~Gl~EERl'.'IG 

In 1'1Sl•/S7 thc.: m..-r;1l pw.lurh ;1ml t·n!-!int·1·rin!-! hr:111d1 ;irn•unlt'J h1r h . ..J pc.:r r..:nl ,,f ti•tal !-!fl"' produl"li1111 \;1luc.: ;111.t 
'i.1 pi:r cent of m:mubrturin!! \;1hrc.:.I :1d1k.I. Thc.: hr;mrh arhi.:\1.·d a 'i.'i p .. ·r c .. ·,11 ;1\,·r:1,I!'-' :111nu:1l ,l!r11\\lh r;1t..· 11f 
pr11Jurtion \;1lui: ••\c.:r the.: pt·ri .. d FYl'ISO Ii• FYl'IS.'\, 1111ly ,.(i!-!hlly hi!-!h .. ·r th;111 thc.: ;1wr;1!-!'-' for th .. · indu,.1ri.1l ,. .. ·l"l11r 
a' a wh,1k. ;1ml ,.11 ih n111trihu1i1u1 111 m;11111forturc.:d lllllput d1;1n!-!1·J li11k. 1\hhou~'.h thl' hr;111d1\ nm1rihu1ion lo 
11utput i" rd;11ivc.:ly ,.111;111. it pby-. ;111 impnrt;111t r.•k within lht· .:nu11•my. :'ll..:;1rl~ •10 p1·r rl'nt of th .. · md;1I :ind 
c.:n~in.:.:rinl.! , .. ·rtor\ pro.l1•dion \:1h11· \'·''in tlw form of c1pil:1I :11111 iru .. ·rm .. ·.liai..- .l.!""'k :in.I th .. · hr.1nd1 ha.I 'lr11n.I.! 
linka!!i:" wi1h 1h1· nm,lrurlion :1ml ;1gri.-i1l1ur;1I , .. ·rl••r' ;" \\rll ;1, with indu-.lry. 

'.\to,.1 of lht· 1•utp111of1111·1.1l pr1•d111.·h j,, l111\\l'\1·r. l1m \,1111 .. · and l1•W tc.:d1111•ln!!\. In l'Yl'IS7. "1n...-1ur;1l ,.ll'd ;111.t 
\II h1·r prod11 .. h for I Ill' 1.'1 Hl'I ru.-t i .. n ind11'I r\ .... -.... uni 1·d f, •r "-~ pn (l'lll 11f I Ill' hr .md1\ gr1 "' pr .. 1hrd ion \ .1h;1·. Thi, 
,hare had Lillc.:n fr11111 s I p .. ·r l'rnl in FY 1•1so. br,l.!dy ;" ;1 n·,uh .,f the.: ,·,1ahli,.l11nl'11t 11f \rhidc.: ;1..,.1·mhly op1·rati111:, 
;1ml 1lw expan'i"n 11f pr11dul.'li11n 11f ,impk h.11111 h•ol-.. h1111k l"I" and cm,, ;11111 ho11'd1 .. td llll·n,ik In lhl· 111i.l-l1>Sth. 
E1hi11pi;1·, l·ni-:incnin!! crp;Kil\" ''·'' '1ill limi1nl t11 111;1inkn;111l't' :111d rrp.1ir w11r~. ,.\, ;1 rr,1111. F1hi11pi.1 w;1, almn'I 
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c,1mplc.:1dy d..:(l\:rn.knl ,1n imporl..:d m;Khin'-·ry ;111d 1..:.-hn,11,~.!Y- lmp.1ris ,1f 111..:1;11_ ..:ngin..:..:ring and d..:l·lrical pnxlu.-h 
amoun1..:d hl Birr!JlOO milli,111 in I''""" S7_ ..J5 p..:r l-,·n1 ,1f 1h,· h1l;1I imporl hill. 

O,·wl,lpm..:nl ,,f a h1G1I rngin~·..:ring .-;1p;1,·i1y \\;ts iJ..:n1ili..:d as a pri,1ri1y in lh..: TYPP (FY l'lS5-FY t•l'l..J). whit.-h 
pl;'.nn..:J 1,1 all,1t:;1k 1-t7 jl..:r .:..:nl ,,f im.:-.1111..:111 1o11h..: m..:lal and ..:ngin..:..:rin!! hran,-h ,1wr 1h..: l..:n y..:;1r p..:ri,xJ so 1ha1 
ils shar..: ,1f indu-.1ri;1I ,1u1pu1 \\tiulJ incr..:;1-...: hl I 1 -~ 1~·r .-,·n1. P;1r1icubr all..:n1i11n h;1-. h..:..:n giwn lo 1h..: 
impl..:m..:n1;11i,111 ,1f pr.ij..:..:1-. \lhid1 will i111r,1Ju.-._· n..:w ..:ngin..:.-ring skills. n,llahly lh.: Ak;1ki Span: f';1rh Fachiry. \\hik· 
expanding l'Xisl ing pr,xJu.:I j, in f.Kili1 i..:-. anJ Ji\ .:rsifying I h.: pn xlu..:1 ion h;1s..:. parlicularly inh l inkrm..:Ji;1k anJ capilal 
goods for lh..: ;1gricuhur;1I .. ,·d11r. 

Thai.: arc no ir.in or..: r..:Juclinn facili1i..:,; in E1hi,1pia. Ahh,iugh plan,; f,ir an in1..:gra1.:d mini-sl..:d pfanl h;1\·..: 11..:..:n 
discu,s..:J. E1hi,1pi;1 has n,1 brg.: ,1r..:-h,1dy anJ .,,11h..: J.:wl11pm..:n1 ,,f such a pwj..:cl i,; unlikdy. Th..: hulk ,,f 1hc basic 
m..:lals u,;..:d ;1r..: imp.lrl..:J (IS. llld hllln..:s ,,f sh:d ;111J ~h(1 h1nn..:' of aluminium l'lS)/S<•). Twn fnunJri..:,; also pr,xlucl' 
sl..:d fwm mixtur..: ,1f sll'd h;1rs ;mJ l,1G1I ;111J imp.1rh.:J scr;ip sl..:d (..J.l+t lonn..:s in l'>S5/S<•)- Thl' E1hiopian lr.1n 
anJ St..:d F,iuntJry at Abl..i B.:-..:k;1. np,·r;1t,·J hy 1h.: '.'\ati,lll;1I \k1;1I \\',irb (\1rp.1r;11i,1n (~\IWC). i-; th..: brgl'sl 11f 
1h.:sl' faciliti.:s. Origin;1lly .:sl;1hlish..:J in 111-l I. much ,;f lhl' l'quipm..:nr i,; ,1,..:r ..JO y..:;irs ,,(J_ Thl' foundry wmpri-..--. 
a 5.0110 kg arc furn;ic..:. c,1mmis-.i1•n.:J in l'k•I. \\hich mchs Jnwn a ..JO per c..:nr sn;1p ;111J tt41 jll"r n:nl imp,1rt..:J -.rl'd 
mix lo proJucl' S5-•ltl kg 1x·nt.·il inr111s. Th._-,..:_,;,- thl'n r.:-h..:;11..:J anJ nillc:d rhrough a !t4lll llP pr..:ss which pr,1duc..:s 
rihllt:J sled n.:inf11rcing n1Js_ Thcr.: ;ir,· \ir1u.1lly !"!'! focili1i.:-. f,•r 'lu.aliry , .. n1r11l 101in_!! .:i1h,·r 11f prnJu,·rs nr inpuh -
scrap m.:ral is ,;,1r1.:J hy \·i-.u;1l in .. pl'cli1•n. :\b,1u1 h5 pl'r c.:n; nf 1h..- f,1unJry· .. 11u1pu1 is in 1h..: f,irm 11f rl'ini11rcing 
r.xls •. lei (l\:r c..:nl i,; prn.Juc.:J ;1 .. n;1il-. ;111d 5 jl..:r ,-..-nr ;1-. \\ir-: h~·J -.pring-. anJ wir..:-kncin~- In l'IS-l. lhl' bsl yc1r f,ir 
which pl;ml k\d prnJuc1i,1n sl.1li-.1ics ;1r..: ;l\;1ibhk. rh..: f,iunJry pr.1dut.·..:J l~.000 hinn..:-. 11f r .. ·inf,irt.·ing rnds ;111J ..JJIOO 
tonnes ,,f n;1il,; 11n a rwo .. hifr b;1 .. i,_ '.'\\IWC-. olh..:r brg..: f11undry i-. rh..: Erhiti..id..:r Ir.in ;111.J Sr..:d Fa.:111ry in 
Asmara. huill in lhl' 1'1-llk In l11S5.'N• ;1 n..:w furn;K..: . ..:kc1ro-hc;1l.:r anJ rolling mill wac insl;1fkd. Th.: pbnr 
pnxlucl'" r..:inforl·ing r••J .. ;anJ a mi~;tur~· 11f n;1ik hbch.irc 11..:J "prin~'· h;1rh..:J wir.-. ~;1hi11n' ;mJ f.:n.:in~ n.-1. 
Oulpul 11f f,iunJry rm•Jut.·h h;a, !!r1•\\n \.:ry ,f1t\\(y in r.:c..:nl y..:;1r~. rising fr,1m 17 . ..it •. > lonn..-, in l'INl.'.'il (A \lhid1 
rn p..:r n:nl r..:inf11rcing r.•d, ;md h;ir,: ~-l pt·r .:.:nl n;1ik ;111J 7 fll'r c..:nl wir..:') 111 111.11.w in FYl'IS.'i (11i \lhich 71 p.:r 
c..:nt r..:inforcin~ rod, and h;1r,: ~..J p.-r .:.:111 n;aik ;111J 5 p.:r c..:nl \liro). 

In ;uldi1io:t 111 rh,·,..: (\\11 f1•uri-lri..-, pn•ducing hulk. l11w pr.:.:i,i11n and l11w \.alu..: i1i:nh 1h,·r..: ar..: ;1 numh,·r ,,f 
f,iundric, \lhich 'upply pr.:ci,i1111 p.1rh f11r ;1"..:mhly up.-ra1i1irh. Th.: 1111hl imp••rt;ml ,if 1h._.,._. ;1r..: 1h,- \\.;11..-r Pump-. 
Fa.:111ry. op..:n..:d in l11S7. \\ilh .1 l·;1p.aci1y 11f .>:'t11p;1 ;and rh..- f11unJry ;11th.: Ak;1ki Sp;ar..: !';arts Lac111n. c11mmi .... i1111..:d 
in l'IS.'i. v.hich h;i, a c;ap;aci:y 11f ..JA:'O 1p;1 ,,f krr.•11' .and n11n-f..-rr111h c1 .. 1in!!'- Th..-r..: ;ar,· ;tl"i ;1 f,.,, l11\\-c;1p.1.:i1y 
"rvic.: foumlri..:,_ Th..: Dir..:-1>.1\\;1 R;1ih\,1y W11rl,h1•p 1•p,·r.11..-, a :"111mdry \\ith .1 1111.11 .;;1p;Kity ,,f 5110 lp.1. \\hi,·h 
nuinly pr11duc..:' p;trh i11r 1h._· r;1ih\,1y hu1 ;ti"' cirri._·, '.:nic..: \~11rk for n._·;1rhy .:..:m,·111 and 1..:xrik f;1l"lori..:,_ Six 
prival..: .. ..:chir f11undri..-, in .-\ddj, Ah.1h;1 pr11du.:..- ;1 r.tn!!l' of In\\ 11u.1li1y c;1,1in!!' ;md h;a\<.: ;1 t111.1l c;ip;acily 11f only If Ml 
1p;1_ In contra,1. lh..: c;1,1in;!' m;1nufac1ur'-·d hy 1h.: l\\11 priv;ah: ,._.l"l•'r f11umlri..-, opn.11in!! in A'm;ir;, ;ir..: con,iJ1.:~..-J 

lo h..: of hi!!h qu;i(ily ;111d ;ir..: purd1.1,<.'d fly th.: \<.:hid.: a"'-·mflfy J'bnl. ll'Xlif.: mi(f,. l"l'llll'nl Works and 11(hc·r 
induslri..:,_ l 'nf11rlun;11dy. in.1d.:qu.11.: 'uppli..-, 11f r.1w 111.11.:ri.1!, ;ind ,h11rl;ig,·-. 11f ,kilkd 'l;1ff prl'\l'lll lh.-,..: f11undri,·, 
from workin!! al full c1p;Kily. 

r\s i~ th.: ca'.: in 111lwr ''-'d1•r' 11f l'n!.!in,·..-rin!!. 1h,·r..- j, ;1 ,1i.,r1.1!!..: 11f ,l..ilk-11 f11i.ndry pn.,.inni:I. T11 addrc" 1hi, 
prohl..:m. '.'\\I\\"(' h;" r<."quc·,1,·d l "\.ll><h ;1"i,1.1n,·,· in 1h..- ,·,1;1hli,fmh·n11•f ;1 pil111 d,·111111i-lr.11ion f11undry. \lhid1 
could hol h I r;1in ,1,,ff ;ind 1kh:l11p n.:'' 1cd111iqu,·, ;ind pr11duc1' ( f>I'. ETll: Sh/I~ l4 ,'I> ,'111 /P ). Th.: pr. •po,nl h •undry 
would hav..: a cap;1.:i1y 11f l.IMMl lp;1 .ind \\11111,f h,· -.·ll-lin.111ri1w. 1•p.-r;11inl.! ;1, ;1 ,,·ni.: .. ·-l1•1;ndn prndul"inl! ;1 wide r.111~!1.' 

11f c;"lin!!' for ;"wmhly "l"·r;11i111i- .1:id 'l"'r,·-p.1rh. 

SI ruclur;1l ,1..:d pr11du•h ( !!irda '' ru• 1 ur..-,. pipe·,, \\ ind11\\ ;111d d, 11 •r pr11lik, ;ind ;1nglnl ,1,·,·I ,hn·h) .tr.: 
m;rnufortur,·d ;11 lhc K.ili1i \kd l'l.1111. h111h l11r 1h1.· l.!'-'Jll'r.1l 111.1rld ;1ml ru,111111 huill lnr di,·nh in indu,lry ;111d the· 
con,1r....-1i11n ,,.d .. r. The q11.tli1:- 11f lh1.· ,1,·d ,,ru,·tur1.·, j, L'.>'lln.tlh p1111r: rulling. f11r in,1.111..- .. ·. i, imprc·ri,l· ;ind nfli"n 
jud!!.:d hy ..:y..:. a' .1 r,·,uh 1h1.· 'trudllrl·, h.1\,. In h1.· h;tl.1111,·d h\ lhi.-l p1,·1.tl pl.11,·, \\hi.:h r,·.lu.-l·, 1h1.·ir l11.1d hl·.1rin!! 
-.rr..:n!!lh. The 1\k;1b \kt;il l'rndurh L1d11r:- prndu,·c, l!.1h.111i1nl pl.1in ;rnd r1•rr111.:.11nl ·'"-'"',fwd' and. ,inrc 11>:-i.\ 

f!;1(v;mi1.:d ml'l.il pip'-·'· Ourpul 111 md.tl ,h,·,·i- h,1, lludu.11,·,I v.i1hin .1 r.Hll.!1.· 11f ~''·"'"' llHHll"' ti• l1t .. \IMI 1i1nn1.·, in 
th.: p..:rind t1ISO/SI lo J·Y 1'1.'i.'i. 1h11111'.h 1h,· 11\.-r.1ll 1r,·nd h.1, l>n·n .1 '' p.-r n-nl l.111 in prndudinn. 
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The facilities at hoth th...-,.c facti>ril·s ,,lfrr ''Pll<.>rtuniti..:s f,1r Ji,·cr-.ilicati,in into the :,,.,.l·mhly of st..:d pn>Jucts. A 
small pn>Jul·tion f;Kility ;111;ichl·J h> the l\.aliti Stcd Plant already prnJuccs sl,>llcJ angd -.helves. winJnw anJ J,l<.>r 
prnfiks. wh..:d h;irrows ;mJ a limit..:J ran!!..: .,f mdal furnitur..: from tuhular st..:d. In J;mu;1ry l'IS'J. the factory also 
h..:gan pn>Juc1i,1n ,,f m;1i1e -.hdlin!! ;mJ grain 111illing ntal·hinl·ry. A new press with a c;1p;u.:ity ,,f -150 tonn..:s has 1-...:..:n 
inslalkJ ft-,r this purpt>-.c ;mJ c;1,.1in!!" ;ir..: purchas..:J from th..: w;1t..:r pump fach1ry nearby. Th..: plant aims at 
prnJuclion ,,f 1.llllli m;ichin...-,. p.:r ~..:;1r. With lillk nwJilic;11i,10 h> the Akaki !\ktal l'n>Jucts Fadory pn>Juction 
coulJ ho: Ji,·crsilieJ inh> the n1;1nufac1ur..: ,,f prefahric;1tcJ -.ilos. sheet struclur..:s. pipe anJ girJ..:r structures such ;1s 
ckclricity lran-.mis.,ion pyl,>11". trul·k ll<.>dil·,. ;nJ simpk m;ichin.:ry ~u·:h as flues for 01ff..:..: wa-.hing pbnts. Thirt..:cn 
small- ;mJ m1.:Jium-scal..: pri\:11..: s..:ch>r ..:nt.:rpris..:s ;1lr..:;llly pn>Ju..:c a rang..: of pn>Jucts along thes..: lin..:s: h;1rrds. 
furnitur..:. winJ,,w anJ J,l<.>r fr;1mcs. Ohs,11.:te n1;1chin.:ry anJ Jiflicuhi..:s in aniuirin!! raw materials make: it Jiflicult 
for lhc~ pri\·atc sector cnt.:rpri,.es lo ;11tain full capal·ity. r\ fea-.1hility study is curn:ntly in prcp;iratinn h> ;t,,es.-. In 
\iahility ,,fa pipe littin!,!.s anJ \;1lvcs faclnry with a capacity of 1.1::!5 lpa of general littin!,!.•i. 1::!11 tpa of gall: \"ah-cs anJ 
')I) tpa of sanitary fittin!,!.S. 

NM\VC manages four factnri..:s rhat prnJul·..: md;1l hou•·:!:~·!tl utensils anJ cutlery (aluminium kcttks. Ctl<.>kin!! pans. 
w;ish hasim>. cn;1mdwan.:. tin cans. pt>ts. tra~s. gah;mi1cJ huckeh. fnr instanc.:). All four plants arc nwr twcnty-hw 
years olJ anJ much of thc n1;1..:hincry is ''""''kt..:. A re,· ·•t '-luJy ;1JviscJ lh;1t they w.:r..: all in nccJ of a compkt..: 
ovcrhaul. To n>mpounJ thi,; prohk·m th..: plants ,.uffcr ,ho1rt;1gcs of skilkJ slaff anJ r;1w mat..:riab ;mJ JiHicuhics 
in Jis1ril->uting th..:ir pn>Juct-.. Th..:s..: prnhkm-. .ir..: ..:wn m1>rc ;1eutc for the thr..:..: small-sc;1k private s..:ch>r 
..:ntcrprisl·s pn>Jucing ;1 .,jmibr r;m!!c ,,f pn1Jucts. \udl ;, lh..: short;1gc of raw m;1tl·ri;1I,; lh;1l 'inl· pri\"alc s1.:dnr 
cutkry-mak..:r us..:s nails ;1s lh..: primary inpul. Th..:r..: ;1pp..:ars to h..: lillk prospect of capacity increasing output in 
the n..:ar futur..- sine..: ill..: m;mufac1ur..: ,,f h,,u ... ...-h.1lJ it..:ms is 1,,w on th..: :\IOrs list of pri,1rities. 

Tin cans. ll<.>llle tops anJ cork... ;1re nunufoctur..:J hy Crown Cork. a share comp;my cst;1hlisheJ in AJJis Ahaha in 
1'>71. aml. 11n a mm·h sm;1lkr sc1k-. hy ;1 pri\";1te sed••r plant in Asm;1r;1. Bnlh plants imp,>rt tin plate (amounting 
lo:! milli1in sheets in l1lS5/S<>). PrnJu··•i1•n of c;1r' has fluctuated from I.I milli11n c;ms to:!. I million .. wcr the p..:rioJ 
Y l'>:t~ 111 F'l' l'>S.'\. brgdy 1-...:c;ause of forci.l!n ..:xch;:nge ;1\"aibhilily. even thll'l!!h Crown <:or~ i, rcgarJeJ ;is strategic 
enterprise anJ has priority ;iccc'' to inpuh. Output nf ll4.11tk top .... on the 111her h;anJ. ha' incrc;ascJ ,1c;1Jily over 
the same pcrinJ. from .t5 milli1>n !-!n1,.,. 1t1 -l.h million. Thi, i~ 'till in,ul"licicnt hi meet demand. l'1111,trul"lion wnrl. 
is currently underway h1 cxp;in,l ourput ;11 th..: ( ·r11wn C11rk ... itc hy I million hollle tor.sand I.~ million cans. 

Pn>Jucti11n 11f simple f11rgl·J h;10J h111b ;1t two bl"loric., is the main link1g..: h.:tween the mdal-working hr;md1 ;111J 

the ;1gricuhur.1I s..:l·tor. The Ethinpi;1n '.\k1;1l T11nls Fal"lory w;1s ori!!inally est;1hli ... heJ in l'lti'l to produce )I Ml l(M nl 
hanJ tonb for the ;1gricultur;1I ("(M,ks. ,hnvck axl·s. m;1d1de,. hill:,, plough'. rake' and 'Pike h;irrnws) ;ind 
construction sectors (chi-.ek trowck pl;cr,. ,p;mno.:rs anJ srrcwJri\"<.:b). r\ sickk pr11duc1i1in uni! with ;1 c;1p;1.-ity 
of I milli11n ,id ks per yc;1r \\;" csl;1hli,heJ in l'lS-1. wilh ;1"i'tancc fnim th..:< iowrnmcnl 11f Poland. In l'IS.'i. hand 
tnol, for the eon-.truccion industry were dn1ppnl from the prnduction line and tr;m-.krrcd lo the r\bki Sp;1rc 1';1rh 
F;1ctory. The plant nimprises ;m ckctri..: pr..:-... with a c1p;Kity of lti1l l11nne-.. a l:'\ll tonn..: Jrop hammer. a furn;Kc, 
three brge diameter grinding wh...-d,, a tnol ro1>111 fnr chc pn>duction of Ji.:,, and a c;1rpcntry w11rhh11p to produce 
hanJk h;1rs. thou!!h mo'I of the h111l-. ;arc -.old with11ut handk,_ Mo-.1 of the equipment i-. old. hut it rL·mains in g1111J 
w11rking order. r\ -.cc.ind plant sickle m;muf;u:turing pbnt, \\ilh a c1p;ll·i1y of .JIHl.(MHI sickks per ~..:;ir. wa-. huilt ;11 
the Ethi1isidcr Ir.in ;111J Scn:l L1cl11ry (A-.111;1r;1) in 1'171. 

Both thc'e pbnls ha\C -.ulfrrc,I from compclition from imp11rlnl tool-.. largely her:111'c 11f the pnor q11;1li1y of the 
local pr11d1Kh. Tot>I Jc,ign w;.., L "<.:nl i;1lly th..: ,;1111c a' I how m;mufort ur..:d hy I r;idic i, 111al hbl·hmit h,_ Ah hnugh I he 
q11ali1y of 111ct;1I w;as h..:llcr ch;m tl11N: prmlu,·nl on hl.1,bm;1h-.' forge' it n1uld nol com1ll·•;.: with imp11rtcd 'tl·cl. 
Owing lo inalkqu;ik q11;1li1~ 11f n 1111 n •I. p;1rl icubrly in t llL· h..: ;11 I r,·;i1 ml·nt of bl;i,k-.. lnrally 111;m11fa,·111re.t -.irk k-.. for 
exampk. h;id lo he 'h;1rp..:ncd 'L'\l'r;il tinll·, l·ad1 h;1r\l·-.1ing ,L·;"'in wl1L·r,·a, impnrkd hb1le' nl·nl only he -.h;1r;>cned 
1111ce ;1 ye;11. There \\ere ;11-.o dd..:l'h in the 'h;1pe and habnrc of the hbdc. 

M.1r~ctinµ w;" ;11,11 ;1 pr11hk111. Bnlh far111ri...-, 11,nl lo 'ell their pnidurh lo 1he 1\grirnltural Input Supply 
Corp11r;1ti11n ( AISC"O) which then di,1rihu1nl them In rl·lail outkh in the pl·;"anh n1-11pL·r;ili\"l·-.. AIS< ·o has pro\",·d 
unable lo ~~11;1r;1111cc rq:ubr ddiv,·ri.-,_ 11 .t11c. n11l h;1\e ih 11wn lr;in,1111r1 lln:l ;ind h." lo r11111pL"lc wilh olhl·r 1N:r' 
11r the 'crvic~' of the ~ational R11ad Tr;irhporl C"orp11rati11n (:"iRTC"). Furlhcrrnore, th,·rc w;i, \"irlu;illy 1111llow11f 
m;ar~cl inf11rmati1111 fr11111 l'llfhlllllL"h 1hr1111~'.h 1\ISC ·c > h• the t1111I, brtori.-,_ < '111h,·qu,·ntly. rn;magenwnt h;1d lillk 
k;iowkd~c of con-.umer prdnence,_ :--;,·i1hn t\ISC ·c > 11r the f.irtoric' organi1ati1111 un1krlo11k mark,·t r,·~,·;1rd1. 
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. .\~a ri:·,uh. •lUlput ~tagnateJ ;1c ;m•unJ 211 p.:r .. ·ent ,,f h•tal c;1p;h:ity anJ (llll•r s;1ks p .. ·rft>rm;m.:e kJ h• ,.ut•,.1..mti;1l 
loss.:s. Then, in l'l:\7. th.: Ethi,1pian \kt;1l T,,.,ls Factnry hl\•k ••\er its own Jistrihu1i,1n. F,11l,>\\ing a m;1rket re,.e;m:h 
stuJy it hc:gan m;mufa.:ture ,,f b .. ·ner •jtulit~ ,.i .. ·kks. imi1;11ing im1wr1eJ pr,>Juets. Output ne;1rly J.>uhkJ t.1 -N~.t lUI 
sickks th;1t y.:;1r. In 1'1:\-'\. h••We\er. pn.Ju..-ii.in slump.:J t.1 its l,1we,1 k\d f,1r li\e ~e;1r,.. 22•1.tltlll ,.idd .. -,. 

.-\ pr.1jecl for the r.:hahilit;11i.in ;mJ np;m,.inn ,,f the Ethi,1pi;m \kt;1l T•ll•ls f;Ktnry i,. currently al the Je,.ign ,.1;1~e. 
This .:n .. ·isag.:s an incre;1se in ••utpul hl 12 milli,ln hanJ hll>ls with an in\"c:slmenl of Bir,·.•.) mi'linn. ~\1\\"C.' als,1 
plans to .:stahlish a new .-\gricuhural lmpkmen!s Fachlry al 'al';1r.:th. This W••ulJ pr • .Juce ~-~lJltltl ai:imal Jrawn anJ 
2.C5 tractor drawn impkm.:nh (,.uch ;1s plnughs and h.x:s) and hilt! tpa tlf spar.: parts. The pr,•j.:ct w,1ulJ huilJ ''" 
the: skills alr.:ady .:mpl,1y1.:J in th.: Ethi,1pi;m \ktal Ttlllls Faclt•ry. 

l'.ntil r.:c.:ntly. engine.:ring has hc:.:n restrickd h• m;1inten;mc.: worksh,1ps. Many. hut by nn means all. ,,f th.: public 
s.:chlr fach•ri.:s maintain sm;1ll maint.:nanc.: w1xksh.lps. thou!!h nnly a f.:w nf th.:s.: ha\.: h•nlin!! facilities anJ wh.:r.: 
these: exist th.:y arc: g.:n.:r;1lly inad.:.1u;1tdy equipp.:d anJ st;1ff.:d. This kads to kngthy J,1w11-times f,,r .:4uipm.:nt 
;inJ l,m· cap;1city u1ilil';1ti,1n raks. This pr,1l>lem is n.11 ninfin.:J lo th.: inJus1ri;1l s.:ctor .. -\pproxim;11dy h;1lf the 
c.iuntry·s 1r;1ctors ar.: ••Ul ,,f ,ip.:ratinn ;11 any un.: tim.: Ju.: 111 in;1Jn1u;11.: maint.:n;m.:e ;mJ repair ,..:n·ices. The m,1,.1 
S<lphisticated maint.:nanc.: \\"tlrksh,1ps ;1re 1h,..,e at the Dir.: Dawa R;1ilway \\.nrksh,1p ;md the EELP \\",irhh.ip in 

.-\JJis Ahaha. The bll.:r . .:mpl•'Y" •Wt:r ~.IMlt! \\Wker:-. and sc:r\ices m••sl of th.: EEPL.\·s d.:ctrical and Jiesd 
machin.:ry. m.:t.:rs ;mJ \.:hicks. Th.:r.: ;1r.: pbns In .:stablish a c.:nlr;1J m;1in1.:nanc.: ;mJ .:ngin.:.:ring w.1rkshnp which 
would s.:n·icc and pni'i'k training fnr st;1ff fr,im th.: pui•lic s.:cror c11rpora1ions. Thi,. wurkshnp \\••uld formula(( 
plant k\"d maint.:n;mc.: progr;1mmes . .:s!al>lish a d;1ta has.: .ind n•mput.:ril'.:J sp;1r.: p;1rts inv.:ntnry syst.:m anJ 
prmid.: m;1int.:nanc.: clinic with a po••I nf en!!inc.:rs. "iu..:h a W••rkshnp might well he .:,.1;1hlisheJ unJcr the auspic.:s 
nf the: Akaki Sp;1r.: Parts Lu:t.;·y he.: hduw). '\1\\"C has reque:-.t.:J UNID<rs ;1,.sistanc.: in the implcm.:ntati.in 
cf this project. 

A pri\al.: s.:cl••r .:nt.:rprise. the T;111;1 ( i;1r;1!!e. ;1lre;1Jy pby,. an import;mt s.:nfr.: r,1k in th.: inJus1ri;1I ,..:ctor. 
Equipped with h,1ril't•nl;1I Lithe,.. \t.'rti .. ·;if drilling machine,.. gc;ir sh;1ping ;mJ ;1 cr;mk ,.haft grinding m;ll.'hincs. the 
(iarag.: h;1,. c;1rr;.:J out 'en·i.:ing anJ r.:p;1ir wnrk for m•"t of the public C.\1rp11r;1ti''"'· With limilcJ in\estm.:nl the 
plant cuulJ exp;mJ in111 the pr.1Juc1i.111 .,f sp;irc-parls ;md ,.implc m;Khinery. By c1inlr;1 .. ·1ing t.1 vnall-sc1lc pri\;11..
seclor ..-ngin.:cring wt1rk,ht1ps for th..- pr11Juctinn 11f ,p;ire-p;1rh ;md m;1chinery. the puhli1: 'nlor \\nuld .:n.-.1ura_!,!c 
the de.-clt1pm.:n1 t1f 'l''-Ti;1li,1 cngire..-rin!! ,!.;ill, \\ilhin th.: pri\<1te s.:clor. 

E,.1,1hli,.hmcnt 11f :1 nati1inal .. ·ngincerin!! c1pahili1y j,. nt1w re!!;ird.:d ;1, ;111 c,,..-nlial ,iq1 in the d-·\cl.1p111cn1 11f 
Ethinpia·, indus1ri;1l ,._·.-1l1r ;111d h;.,. h..-cn !!i\cn prit1ri1y in the FYDP (FYJ 1l'1tl-FYl 1>'1~). Whilst de\dt•ping ;1 ,.kilkd 

Wt1rkrt1rce . .:ngi11.:.:ring prnjech will reduce d..-pcnd.:nc.: nn a ran!!c ,,f imported mad1in .. ·ry ;ind sp;1r.: p:irh. thcr.:hy 
s!rcngthcnin!! linb~:..-, wi1hin th.: ind11'lri;1I 'cch1r. ;ind pr11\ide mcch;mit·al inpuh lo 111hcr sector, of !he t:<:•int1m: •. 
Th.: lirst '!cps in thi, dircctit1n wer.: laken with !he de\cl•1rw1..-n1 of \t.·hide ;:,,emhly op .. ·r;1tion~. 1hot gh •h.: use ,,f 
en!!ine..-rin!! ,!.;ill, in the,e pbnh remain' t:\trnnd~ limit.:d. 

T\\11 pLmh arc rng;1gcd in lhc a"ernhl~ 11f n1111or \ehi.:lc,.. Th1: old._·,111f 1h..-sc i,. !he E1hi,1-Bus A"emhl~ ( 'omp;my. 
t.:\lahli:-.hcd in ,\,m;ir;1 in l'l~2 ;ind na1i,1n;ilil'cd in l'>S2. E1hi11pi;111 Road Tran:-.p••rt Corp11r;1tion (ERTC) imports 
lh.: ch;1"i' ;md cngin._·, and ddi\er' 1h .. ·m lo !he pLint f,1r ;i,,._·mhly and cons1ru.-1ion of the h11d\ work. J'r,1dul·1ion 
c;1p;Kity i' ..-,1i111;1tcd al :'O hthe' per ~ .. ·ar. hul ,hortages 11f kits and ,.kill.:d ,.1;1ff kl·l·p tiulput -.di hdnw this Ind. 
:\cv.:nhclc", outpu! ha, inrrc;1,ed fr11111 15 hth._.,. per ~e;1r in the l';1rly l'lSlh lo 2.'\ in F':J 1lS.'i. The Au1111nt>li\c 
:\fanuf;1rturin!! C'11mp;111y of E1hiopi;1 (:\:\f( T) hcl·;1me opcr:11ional in 1'175. I! is ;1 j11int \l.'ntur•· k1w..-.:n 1h..
E1hiopian Cio\l.'rnmenl. holding .>o p .. ·r .-..-n1 of !he equi1y. ;111d Fl:\T. through (\"ECO \:\111,.1,·rdam). \\hi.-11 h11fd,. 
!he r .. ·m.1ining 70 p .. ·r r,·nr. Th .. · plant \\;1, d.:,i~'.nl·d 1t1 ""emhle l,IHHI \ehi,·ks p .. ·r ~ .. ·ar fr.1111 impt1r1,·d kih (lru,·h. 
bndro\.:r'. s111;11l hth._.,, dttrnp..-r' ;111d lr.1ikh). lk1:1il, of pr11dur1ion in rl·rcnl ~l·ar' arl· 11111 ;1\;1il.1hk. 1h11ugh it i,. 

!hough! thal till' pbnl i' 11p..-ra1ing ;11 k·" 1h.111 h.df ih full c1p;1':i1~. brgd~ h,·r.llhl' 11f lhl· limill'd r .. r .. ·ign ·.\l'h;mg..
a\aibhlc It 1 1·urd1."._. k ih. Th,· pl.1111 i, h .. ·:I\ ii~ dq1t:ndrn1 1111 irnp11r!nl inpuh: in I hl· mid- l'l:•ill, on(~ I~ 

1
1er l'l'lll of 

the lot;d C•"I ,,f 111.1t..-ri.sf, \\,1, purd1.1,vd 111,·.slh. Thl· pl.1111 al"' l'mpl"~' ;1 ,111.dl numh,·r of r\p.11ri.11l' 111an.1g,·r, 
and ll'd111i,·.sl 'Lill. 

1\ lr.1,·tnr ·"''·mhl\ pl.1111 ;11 :\.11.1r,·1h ( 1110 l..111 from ,\dd1, Ah.1h.1) \\,I\ ,·11111pkll'd in ('1.'i-1 \\:lh """Lllll'l' from 1h,· 
l 'S\R :\, iniii.il'.'. 11111,·,·ih·d. 11?: pl.1111 \\,1, !ti dnd11p in lhrn· ph.1,,·,: in l'h.1"· I. 1h,· pl.1111 ;1,"·111hk, l.tHMI SO Ill' 
lral'111r' pn ~,·,1r lr11111 \Kl> ('<'n1i-~1111,·~,·d dn\\11) ~ih; i11 l'h.1,,· fl. prn1ha1i11n \\11uld di\l·r,ih 111 in.-lu1k ~IHI r11111hin,· 



harvesters and hOO trailers. while thc plant would also pwdccc 5.5..~l implements and ! • .210 tonnes uf production 
and spare parts; hy the limc ~he plant reached Phase Ill it wuuld he most of th1. parts m:cdcd for assemhly 
operations ;md production would reach ."\,lklO twetors and ..UlO rnmhines pcr year. Progress towards these targets 
has hcen slow. Produ\:tion reached :-i.~.\ trachlrs in FYl•)~l hut thcn slumped lo only lllO tractors in FY19&'{ and 
produclion has yet to di\'ersily. 

Part of the prohlem appears lo he the cost of imjl\'rled parts. hut the factory has also had difficulties selling its 
products. In April 19~9. ~ltl tra;:tors wcre waiting for sale at the factory, this amounted to 17 per l'cnt of total 
producti\m over the first fiw years of opcr;1tion. The tractors were designed for use in the C•'·nperativc sector - the 
state f;; ·ms use imjl\uled high-pm~ned 1.20 HP tractors - where levels of mechanization arc still extremely low. Co
operatives may horrnw from the A~ricultural and Industrial Dcwlopment Bank (AIDB; sec Section IV.B) hut the 
funds and the co-operati\'es capacity lo pay b;1ck loans arc limited. Furthermore. the distribution of tractors is in 
the hands of the Agricultural Equipment and Services Corjl\lration (AESC). which is under the authority of the 
Ministry of State Farms and w;1s csl;1hlished lo prn\'idc equipment and ccntrali:tcd repair sef'\iccs to the large-scale 
mechani:ted ;1gricultur;1l scchlr. It has nll links with the rn-operali\·e sector and its administr;1tivc machinery is ill 
suited lo meeting th.:ir needs. As a result th.: rn-1udin;1tion hctw.:en the production ;md distribution of N;1:1arcth 
tractors is poor. 

While th.: MOI plans to go ahead with the .:xp;insion of production fa.:ili!i.:s at Nazar.:th. im·csting a furth.:r Birr8.2.2 
million in tht• factory. the present distrihution syst.:m WllUld he heller suited lo the development of production 
facilities for high-power.:d tractors for th.: st;1te farm s.:clllL A prnj.:cl along these lines has h.:.:n includ.:d in the 
FYSP plan hut it app.:ars Ill he al a rcla1ivdy e;irly stag.: of formulation. 

An area of d.:vclopm.:nl which th.: !\IOI is curr.:ntly im·estigating is the production nf low cost whiclcs. There is 
an acute sh1ntage of transpor! .:quipm.:nt in Ethiopia (sec Section V.E). aggra\'atcd hy dependence on imported 
\'Chicles and spare parts which arc m;1jor dr;1in on the country's foreign exchange c;1rnings: in 19~1/87 the total cost 
of imported road \'chicles w;1s Birr331J million (a large p;1rt of which was funded hy intcrn;1tional assistance). In 
order to reduce dcpcndcnn: on imports am! prn\'idc a mc;ins of transport financially accessible to much of the 
population. a UNIDO linanccd f·:asihility study rcCllmmemlcd that government establish a plant producing 12,500 
bicycles, 5.11110 1.25 cc motmcyd.:s. -WOO ;inim;il carts. 1,000 bicycle tr;iilcrs anJ 1,!511 molorcyclc load carrying 
attachm.:nfs each y.:;ir. Ahout hll per cent of the inputs would he imported. Production would initially he ;in 
asscmhly nperation hut after three or four years the fc;isihility study argues, most p;1rts could he produced within 
the pbnt or hy am:illary Cllntr;1ct11rs. A project along these lines h;1s hccn included in the indic;itivc list of projects 
for the FYDP (FYl'Nll- FYl•l').t). Thou!!h it is still only ;it the pre-feasibility study stage. the MOI appears to havc 
suhstanlially incr.:ascd the intended scale of the pbnt, indic;1ting that the planned total inn:s1mcnt would he Birr32.') 
million and the producti1in capacity would he 35.11011 hicycks ;md 23.01111 motor cycles. A similar prnject currently 
at the tendering ;ind contracting stage. is th.: prnduction of vehicle trailers ;ind tippers. This plant, to he built in 
Addis Ah;iha. will h;1ve a capacity of 2.8tKI items per yc;1r. 

The lirst m;ichincry prod111:1ion unit cstahlishcJ was the Abki Pump Factory. which hegan operations in 1987. 
T cch •. ic;1l assist;incc, equipment. raw materials (pig iron), and the designs of hand and centrifugal pumps were 
pro\'idcd hy the Ciovcrnment of Pei 1plcs Democratic Republic of Korea. ( ·astings ar.: produced and assemhlcd within 
the plant though the dcclrical motors arc imported. By April 11)81> the plant had produced 21111 centrifugal pumps. 
During the FYDP, the pbnt will he expanded and output is expected to reach 1,:'itKI centrifugal pumps ;ind ~.000 
pumps per year when it allains full capacity. l INIDO is pro\'iding assistam:e in thc design 1•f a new type of hand 
pump Ill suit I•" loc;1l needs. Since most of the wells in Ethiopia arc deep there would he a market for suhmcrsihle 
pumps. though there arc no pt.ins to dcvcl,1p such a product in the near luture. 

An import;int dc\'clopment within the engineering sector in recent ye;1rs was the opening of th:: Akaki Spare Parts 
Factory in !•JIN. Built as a turn-key project hy FATA Spa with a loan from the (io\'crnmcnt of Italy, a: a cost of 
Birrl81l million, the plant is equipped with a foundry, forge, heat treatment plant ;md tool room. It will produce 3,:'itKI 
spare parts per year fnr cnlcrpri,es under MOI supervision. Most of these will he pn.duccd to order and so will 
demand the development of design and pr.:ci,ion tooling skills. Techni('al assistance will he needed in these liclds 
for some lime lo come. The plant will alsn produce f~Kl,lllKI hand tools (a simil;ir range lo those formerly produced 
at the Kotchc Mctal Tools Factory) and 15 million pieces of cutlery prr year. This clement of prod1Ktion will build 
on existing me' al-working skills. Total employment is expected to rea,·h f1:'ill workers. 



A number of other cr.ginccring projects have hccn included in the MOl's indicati\-c project list for the FYDP 
(FYt<J90-FYll)l)-t). Notahlc among these arc an central engineering workshop (sec ahtwc); an aulomoti\'C spare parts 
foundry, forge and loolshop; and diesel engine manufacturing planl. Olher projects al lhe pre-fcasihili1y stage 
include: manufaclure of se1o1.ing machines, mini-hydro plants. two-wheeled lractors and simple industrial machinery 
such as concrete mixers. 

In view of the planned dc\·elopment of the engineering sector, the MOI intends lo estahli.'ih an Engineering Design 
and Tool Centre (EDTC) in Addis Ahaha. This institution will help develop product and equipment designs and 
prototypes which can he manufactured locally a.'i well as adapting imported equipment. The Tlxll Centre \\ill provide 
training for staff in the production of llxlls, dies, jig.<;;, lixtures and mould'i used in Ethiopian industry. UNIDO \\lll 
provide technical assistance under project DP/ETH/83/02-t/D/Ol/37. 

Al present there is no electronics industry in Ethiopia. The MOI of industry considers that this is an area which 
might he dc\doped in the future through the installation of as..'iCmhly operations. II is currenily promoting finance 
for an electronics complex, 1o1.ith a planned capacity of 300,000 radios, 20,000 blacL: and while and 5,000 colour 
lele\isions per year. Feasibility studies arc hcing prepared for a factory manufacturing electrical appliances 
(unspecified) and an electrical machinery plant, which would produce motors and transformers. The total investment 
cost for these projects would be around Birr IM million. Since there is no skilled lahour available in lhis field, these 
projects would have lo be implemented within the framework of a joint-venture with a foreigr. partner. Anolher 
assemhly operation - the production of electric hulhs, in a plant 1o1.ith a capacity of 120 million pieces per year - has 
yet lo secure foreign financing. 
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1/ UNIDO, Assista11ce to tire establislrment of a national utilization sclreme for slaughterhouse by-products 
(Sl/ETH/85/802). Final report, May 1987. (Restricted). 

2/ Werner International Con.o;ultants. Fi11al Report 011 tire Establislrment of a National Textile Centre, June 1988. 
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IV. STRATEGIES, INSTITUTIONS AND POLICIES FOR 
INDUSTRIAL DEVELOPMENT 

A. DEVELOPMENT STRATEGY 

The planning frameM.vrk 
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The first Sleps lowards lhe de\"Clopmenl of a cenlral planning framework were laken in Oelober 1978 wilh lhe 
esrablishmcnl of lhe Cenlral Planning Supreme Council and lhe launch of a Nalional Revolulionary Devclopmcnl 
Campaign for 1978/79. Thereaflcr Dcvclopmenl Campaigns (called zemechas) were organi7.cd on an annual basis. 
Allhough lhey announ..: :d ambilious largels for nalional devclopmenl, implemenlalion was handicapped by lhe 
absence of a comprehensi\'C in\'Cnlory of nalional resources and adequale co-ordinating mechanisms. The Office of 
lhe Nalional Commillce for Cenlral Planning (ONCCP), relJOrting lo lhe Council of MiniSlers, was esrablished in 
1984 lo owrcome lhesc problems and in lhc same year lhe gm"Crnmenl adopted a long-lerm planning perspective 
with publication of its Ten-Year Perspective Plan (TYPP) covering the period FY1984 to FY1993. The Plan 
comprises a macro-economic framework, a Public lnvcstmenl Programme (PIP), an indicative portfolio of projects 
and production largels defined in quantitalive and financial terms. Aexibilily is achieved by the division of lhe TYPP 
into shorter planning periods (one Two-Year Plan (FYl985-FY1986), a Three-Year Plan (TYDP, FY1987-FY1989) 
and a Fi\"C-Year Plan (FYDP, FYl990-FY1994), each subdivided into annual Plans) in which lhe goals and specified 
largels for invcslment and production arc revised in line with the changing macro-economic situation, lhc progress 
of projects implemented under lhc Plan and performance indicalors submitted by each Ministry. 

The broad objectives of the TYPP arc: 

a. gradually improving the malcrial and cuhural well-being of lhe people; 
b. accclcraling economic gro\\1h lhrough lhe expansion of lhe counlry's producrivc capacily; 
c. ensuring slruclurally balanced devclopmenl of lhc nalional economy by expanding domestic resource based 

induslries; 
d. conserving, .• ploring, developing and cxploiring ralionally 1hc counlry's narural resources; 
e. expanding dnd slrenglhening socialisl relarions of produclion; 
f. raising lhe level of educalion and skills of lhe people; 
g. laying down lhe basis for lhe dcvclopmenl of a nalional scicnrific and lechnological capability; 
h. gradually ~liminaling unemploymenl; 
1. alleviaring social problems rhrough lhe gradual eslablishmenl of a nalional welfare scheme; and 
J. ensuring balanced and proporlional developmenl of all regions of lhe counlry. 

These objeclives were reassessed afler 1he droughl of 1984/85 and 1hree prioriries nor specifically menrioned in lhe 
TYPP documenl were !isled in the TYDP ~l!blished in 1986: 

a. increased production of food crops; 
b. increased foreign exchange earnings and diversified exporls; and 
c. combaring droughl. 

The TYDP is more specific lhan the TYPP in terms of its objectives. It seeks to address the economy's immediate 
problems rather than long-term dc.,c!,,pment goals. Food production is the clear priorily, followed by the producrion 
of exporl products to address E1hiopia's chronic balance of paymenls deficil and lhirdly employment generation. The 
Plan also slresses the importance of improved management and organizalion. These priori1ics have been reilerated 
in the FYDP (FY19'JO-FYl994; announced in 1989), though greater slress has been given lo lhe promotion of exports 
in the induslrial and agricul1ural sectors and employment generation. 

The dislribution of inveslmenl renecls the p~iori1y given lo 1he expansion of produclion (Table 4.1). The produc1ive 
sectors received over (10 per cenl of planned inveslmenl in 1he TYPP and TYDP and a similar proportion of ac1ual 
investment ii1 the period FYl'J79-FYl986. Agricullure, the corner-slone of lhc economy, has received lhe largest 
share wi1h 32 per cent of ac1ual invcstmenl in the FYl<J79-FYl986 period. Olher important areas ofinvestmcnl arc 
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rood conslru.:lion ( 14 per ccnl). mining and cncrg:; (principally lhe lancr, 17 per ccnl) and manufacturing (9 per 
ccnl). All lhe social scl'\iccs comhincd. hy conlra...r. recci"'Cd only 11 per ccnl or iO\'CSlmenl reali7ed in 
FY1979-FY19St". Thi.-; panern or inwslmenl i.-; not expected lo change significanlly under the FYDP 
(FY 1990-FY 1 W4 ). 

Tabl~ .i.1. Distribution or adual and plannN invrstmnat by 
Stttor, Pi1979 to F\'1989 

(Percentage shares) 

Actual Actual Actual Plamed 
Sector and sub-sector 1979-1981 1~-1984 1985-1986 1987-1989 

Prod:Jctive sector~ 52_7 70_3 (R_2 61.5 

Agriculture & settlement 32.9 32.6 32.2 28.1 
Mining, electricity & power 9.5 18.2 21.2 15.7 
Water resources 6.4 5.9 7.3 5.8 
Manufacturing 3.9 13.6 8.5 12.0 

Service sector 31.7 17_0 11_1 25.2 

COll'llll!rce & tourism 0.7 1.2 0.3 3.3 
Transport & COlllD.."ications 30.8 15.6 16.2 20.7 
Financial agencies 0.1 o. 1 0.6 1.2 

Social services 14.0 10.3 11_2 12.0 

Education & culture 6.2 4.4 3.6 2.3 
Public Heal th 3.5 2.7 1.9 2.0 
COlllll..rlity services 4.3 3.2 5.7 7.7 
Others 1.6 2.4 2.6 1.2 

Total investEnt 1.330 2.887 2.051 11.285 
Average arroual investEnt 443 962 t.026 3.762 
(Birr million) 

Source: National Bank, AIYlUal Report, Various Issue~; ONCCP, 
Three·Year Oevelopnent Plan CFY1987 to FY1989), Novent>er 1986. 

Follo~ing the decision or lhe Central Comminee or the Worker's Party or Ethiopia to reorientate the economy along 
the lines or market principles, the economic structures underlying the FYDP will he demolished. Under these 
circumstances, lhe validily or the FYDP as a planning tool must he douhted. Cireater emphasis has heen given to 
private sector investment throughout the economy. This will en1<1il a reduclion in puhlic sector resources, as 1he 
hanking seclOr allocales a grealcr proporlion or i1s funds lo privale seclnr aclivi1ies. II also undermines 1he ralion;1lc 
for suhslanlial puhlic seclor investment in lhe productive sectors. Ncvcr1hclcss, puhlic sector invcslmenl will conlinue 
10 play an imporlanl role in E1hiopia's economic dcn:lnpmcnt. The key area for puhlic seclor invcslmenl will he -
as !hey ha\·e hcen in lhe pasl - infraslruclur;1l dcvclopmenl in lransporl and communications, power, scnlcmcnls, 
agriculture (parlicul;1rly irrigalion ;ind foreslry) and induslry (where large-scale projecls hcyond lhe capacily or 
privale seclor investors arc envisaged). Many or lhe projecls idenlilied in the FYDP will remain priorities and so 
1he Plan will not he scrapped ahogelher. f lowevcr, a major revision or !he Devclopmenl Plan, reflecting the changes 
lo lhe policy environmenl, will have to he prepared in lhe near fu1ure. 

lmlmtrial tfc1·clopmmt JtratcgicJ 

Even though Ethiopia adopted a socialist, centrally planned economic framework in 1'>75, when all large-scale 
enlerprises w.:re hroughl under slate ownership, 1here was no long-term development stralq,.ry for lhe indus1ri;1I 
sector unl1l 1he Ten-Year Perspeclive Plan (FYICJX-t-FYl'N.l) was implemented in 1984. The priorily in the years 
up lo l1J8-t was lo increase 1he supply or manufac1ured consumer goods in parlicular. Ambitious produ.iion targets 
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Tahir 4..?. Pl;mm·d and adual and ill'r!>lnu·nl and produo.·ainn. 
:o.drl·kd Jrar~ 
(Per cent share) 

lnve~ Gros-; Production lialul'." 
Acti.;.1 l Pl anncd Actual Actual Planned Actual 

Br .1nch 197'i·1QR .. 1984·1Qq4 19SS-1988·' 1984 199. 19sa·' 

Food 37 .3 2S.O 10. 1 26.6 17.Q 2:J.2 
Bever c19':.-' 29.0 3.S 2. 1 14.0 6.6 20.0 
Tob.1cco 1 .2 0.6 .5 .; . 7 3.5 6.8 
Textile'> Zo.S 14.7 34. 3 t3.0 B.3 21.7 
Le.lthcr A. .,,hOt."'> 1. 1 S.3 1.4 8.8 8.9 9.3 
l.lood & pr oduc h 2.0 0.0 1.4 1.6 0.6 
P.1~r & pr 1 nt ln<J 11.2 0.5 2.7 Z.3 4.2 
Chemical-. ~. 4 0.8 1.S 2.4 25.S 7.S 
N c.n · lrK' t .1 I l 1 c 3.0 22.2 16. 7 10.1 9.Z 3.4 
'41'."t.) l pr"duc t·. 0 . .., 14.7 33. 1 6.3 11.2 6.2 
--------·~- . ------
S0'.irc£: O!tCCP, l.-n·Y1»,r Prr·.Pfct 1vr Pl.>n (1984· 1994), 1984; '41r11stry Of 

ln<f.,-.t ry, ~r .1r 1 .. t 1 c .1L ll•ll I"-~-'~. v.1r 10u-. 1 ,-.ul'.'·; . 

• 1/ '41n1·.try of lnd,,·.try -.up<'rv1-.rcl l'.'n!rrpr1•.('•; only. 



As in lh-.: lale 1970s anJ early l'~)s. the gon:rnmenfs indu.'itrial dc.."\'Cklpmenl slralc..-gy empha.wed measun.-s lo 
increase production using exisling capacity. Higher ratc..-s of capacity utili7.alion and labour prnducti\ily •-en: lo be 
ach~'Cd by imprO\'Cmenls in training anJ the introJuctioP o( inccnln'C schcmc..-s; strengthening or repair and 
maintenance scn.io~s; impron:ments in quality conlrol; and lhc Jc....,,-c!opment or dc..-sign. engineering and n .. "SCarch 
capabililic..-s to ch-.~ appropriate technologic..-s. 

NC\-crthdess.. in\'\.'Slmcnt in lhe industrial sector was expected to increase substantially. Most or this invcstment was 
earmarked for a small number or large projects - thirteen projects "'-1.lUkl absorb 532 per cent of total in\'Cslmenl 
in indUSlry rn;er the ten ~-car period. both in the tradilional areas of industri.al acti\ity (lextilcs. hc\-cragc..-s., and food 
pron.-ssing) and basic industric..-s. Direct foreign inwstment. particularly in export oriented indu.'itrics and lhose U.">ing 
complex h:chnologies. W3."> lo he encouraged through the Joint Vcnlure Proclamation or 1983. 

Efforts v.-uuld he made lo reduce import dependence through more efficient handli1.g of imported goods. lhe 
inlroduction of procurement sen.ices and import <iuhstilutitm •-here\-cr possible. The planned Slructur.al change 
•ithin the indu...,.rial sector would. it was hoped. ensure lhat the indu."1rial sector would make greater u.o;c of domestic 
resources. basic industries would supply~ larg..:r rrnporti•m of intermediale goods and lhe conlinucd expan....ion of 
consumer orienled industries •uuld en.~e forth 1 import suhstitulion of finished goods. Meam~rhilc. manufactured 
exports •-ere expected lo increa.o;c by almoSl 300 , ... r cent by the end or 1he Plan period. Much of this increa....c •uuld 
come from increa.">Cd exports of leather, fot>C --rnJuc..1s ..lnd text]es. though 1he go\-crnment hoped lo dn-crsify 
manufactured exports by inwstmenl in plants producing '>llCcifically, nr in large part, for the export market. 

Small-scale indu.'ilry wa.'\ lo he encouraged by the promotion of CtHlperati\"CS and HASIDA's acti\ities a.'\ a spcciali.'it 
arm of the MOL Cenlrali7.alion of r..:source alh:ation and licen.,.ing would enable the Mini.'ilry 10 fully integrate 
small-scale indu.-;try •ilh lhe puhlic ~(tor enlnpri....cs. 

Both the ohjecti\·es and strategics of the TYPP were carried owr to TYDP (FYN87-FYllJ~N) and FYDP 
(FYllJ91l-FY1'1U), lhough lhe emphasi.'\ changed somewhal Inwards the promotion of exporls and employment 
generation. Allhough sali.'\faction of the pop1dation's ha.'iic need'i remain.'\ lhe priorily, the expan.'iion of manufactured 
exports ha.'\ hecome a neces.'iity if 1hc g•wernment i. .. to alle\ialc lhe acule foreign exchange shortage induced hy a 
sharp decline in earning." fn.m coffee and rapidly groving deht scf\icing ohligalions. Thi." is lo he achie\·ed by 
increa.'iing the allocation of foreign exchange and inputs lo exporting entcrpri.<;cs and. lo a lcs.">Cr eXlent. the 
de'lrclopmenl of exporl oriented industries. One option currently under con. .. ideration i.'i the dewlopmenl or an 
Export Proces.'iing Zone which would attract direct foreign im·estmenl in exporl oriented indu.,.tries such a.'i garment 
manufacture. 

RealiJ'ing that large-scale puhlic scclor induslrial projeclS had made a limited contrihution lo employmenl general ion 
in urhan areas, where unemplo~menl i'i incn:a.-;ing steadily (sec Section VA), the g•wcrnmenl introduced in.'\litutional 
reforms and a package of incentives lo incn;a.<;c privall: seclor investment. Cirealer freedom wa.'i lo he given lo 
entrepreneurs to idenlify and implement projects. In the Plan, however, the private scclor was lo operate \\rllhin a 
central planning framework. Most of i1s inpuls and all foreign exchange were lo he allocated hy 1he gtwernmenl. 

It i.'i unclear whelher the TYPP can s1ill he regardeJ as a valid planning tool for lhe induslrial sector following the 
economic reforms proposed al the March l1NO WPE ('ongres.'i. lnJuslry will he one of 1he key areas for pri·.-ale 
seclor investment and 1he puhlic seclor's role in the e~lahlishmenl of new industrial enterprises and - pos.'iihly - in 
the managemenl of some exisling l:srge-scale en1erprises will he curlailed. lnevilahly this will entail some re\ision 
of the gm;ernment's im·estmenl programme, lo rcnccr changing financial resources and Ministry of Industry priorities. 
Moreover, in 1he markel syslem. pl;inning i~ likely In a~sume an inJica1ive role, wish perspecli\·e Jireclives playing 
a far lcs.'\ imporlanl role in !l111h the Jay-10-d;1y man;1gemen1 of lhc inJu~lrial sector and lhe Jcvelopmenl or ils 
in\·eslmenl slrale~ry 1han lhcy have in lhe p;1st. 

Wi1hin lhc framework oi a market orienled syslem, the governmenl may he able lo direct privale scclor inveslmenl 
Inwards preferred projecls hy providing dclailed kasihili1y sluJies. II is dear 1ha1 one of the wcaknes.'ies of lhe 
private sector al presenl is i1s inahili1y lo Jevclop and implemenl innovalive project propo!<.als. The go\·ernmenl -
which has considerahle experience in 1his field .. could hring ils experience lo he;1r. II should no~ he forgollen, 
more1wer, lhal lhe governmenl will conlinue lo play a major role in 1he inJ ... ,1rial seclor. Slale owned enlerpriscs 
already Jominalc lhe inJm.lrial seclor anJ new slale owned enlerprises arc planned. While, 1he emphasis will he 
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on pwfi1ahili1y. lhe gt•\"Crnmcnl ma~ hc "illing lo accepl a lower rale of relurn 1h:m pri\;llc sector enlrcpreneurs 
I hat •ill en.aMe il lo participalc in I.ranches ,,f lhc e<:•mom~· unanractiw to lhe pri\·a1c sector. Th.: put.lie sector may 
also •lll"k in iandern 1A.ilh pri,,·ai..: capi1al !hr••ugh lhe ftwmalit•n of mi~J enlcrpriscs. 111e e~ricnce of lhe former 
reop:c·s Dcm•lCTalic Reputilic t>f 'frmt.·n in e~ahfo•hing mi~J t'•wnership enre,pri~-s indica1es 1ha1 gowrnmer.l 
panicip·afitlll in a prtljet.1 can allr;u:f pri\ah: capilal. Thi.; ma~- abo he a mean..; hy •·hich lhc gowrnmenl can direct 
prn·:ire sccror in\e~mcnl inlt• lcy a .. 1i\-ilics. lncenli\·t.-s and hidden suhsidies mould I~ esche•-.:d. 

Ahho:.-~h Flan documcnls ha\c specified htllh medium- and ltlft!!·lerm scctt.,,.al t"lbjeeli\·cs and slralegies. rhen· is 
link t."\idcncc lhal such Plans ha\"C hccn formulaled al hranch Ind. Branch k."\-.:I Plans arc cs...;cnlial if rhe indu...;arial 
sector is lo de,,-.:lop ralionally - hy a'h>iding duplicalitm - and if rhe sccttll" is 10 rake ad\·anlage of opponuniries ftll" 
linkage. Tht: priorir~- ~i\"Cn It> large-scak projet.1s mea11s 1ha1 hranch kwl planning i.;. of neccs..~ly. a long-rerm 
c~rcisc. Howe\·cr. rcccnl mea..;un:s lo promore small-scale cnh:rpri-.cs •ill mean rhar project lead-rimes IA.ill hcam1c 
~ficanll~· moner in ~he near fulurc. (.'t1n..;cqucnlly. mcdium-1crm hranch k\-.:l Plan..; will hca'lfllc an increasingly 
importanl planning 1001 and ma~- pw\-ide 1hc mean.\ hy •-hich Ilk: gtl\·cmmcnl can achit."\"C a rapid emlulion of rlk: 
manufacturing SCt.1or. Tn:hnical as..,.i.'\lance could hc con..;idercd in rhis field. 

B. 111E ISSTITUTIOSAL FRAME\\"ORK FOR INDUSTRIAL DE\'ELOP!\IEI\T 

Industrial in.stitution.f un.J s1·n it"t"s 

Unlil March J•)lJO. Erhiopia wa..; a ct.·nrrally pl.1nncd economy. Radical reforms w-hich would lran..;form rhc economy 
inro a markcl oricnh:d mtldd ha\"e i'icen proposed. some of w-hich ha\·c ticen inrnlduccd. Howc\·er. in rhis 
lran.'iilional srage lhe ccnlral planning frameWtlrk remain..; in place and L"i likely lo do !>tl for !>tlmc rime ltl come a_<; 
lhc reform package is inlrtlduc:ed on a piece-meal hasi.;. 

Under lhc S~"Slem in place unlit March 1•11111. rhe di.;lrihulion ur re!>tiurccs for in\·esrmcnr and pr.lduction W3."i 
def ermined h~- rhe Office of rhe Sarional < 't•mminee for Cenrral Planning (ONCCP) on rhc ha."i."' of 1argc1s agreed 
ticrwccn lhe OSCCP sct.1or Jeparlmenls and 1he exccu1ing Mini.'\lries. These largcls arc cmhodicJ in 1hc coun1ry's 
Tl .. ~- Year Pcrspceli\·e Plan (TYPP) and meJium-1crm planning documenls. In many respects lhc ONCCP opcra1cJ 
a..; a clearing htlUSC: all1lC;11ing foreign exchange ;>nJ orher scarce resources lo puhlic insri1u1ion.<; on 1he ha."ii.; of 
sc-.1oral huJgels and fon:c.1s1s ;1g~ccJ wi1h cxccu1mg l\linis1ries. Pwject implcmcn1a1ion was lhc rcspon.'iihilily of 
lhc cxcculing Mini-.1ry hul all projecls were appraised hy ONCCP. which musl appnwe any change in projecl 
~pccificalions. The O~CCP al~.,, Jireelcd rhc marke1ing and Jis1rihu1ion of inJus1rial prtlduds hy assigning each 
corporalion lo a Jis1rihu1ion agency. following ncgo1i.11ion<o wi1h ihe Minislry 11f Domeslic Trade. and formerly held 
m·crall rc<.pon<.ihilily for lhc Jc1amin;11inn of prices (now wi.lcd in 1he Price S1uJic<. and Policy ln.'ililulc; sec Section 
\'.C). 

By acling as a c11-&1rJin;11in~ a~cnq- 01"CCP discouraged Jirccl con1ac1 ht:lwccn Minislries and promolcs lhc 
adminisrrali\·c scgrcgalion of economic acli\ily tic1ween lhe cxcculing au1hori1ics. This hanJi-:appcd lhe formulalion 
of slralegics lo dcwlop inlcr-sccloral linlagcs wi1hin each l\linislry and lhc iJcn1ifica1ion 1•f suirahlc projcclS. In lhc 
indusrrial scclor lhis prohlcm was a~ra\;tlcd hy Jifficullil·s r c11-orJina1ing a sectoral devclopmenl slralcgy where 
rcsponsiliilily for inJuslrial cnlerpri~s i .. di,pcrseJ tic1wccn scwral Minis1ries. According lo a FYl'>X<1 Ccnlral 
Stalis1ical Au1hori1y (CSA) surn.:y. 50 of lhc :!h:! lndu .. 1rial Puhlic Enlerpriscs (IPfa). accounling 2X per cenl of 
MVA. were under 1hc supcr,,·i,itin of !\tini .. 1rics olhcr 1h;m 1hc Minis1ry of lndus1ry. The l\linis1ry of lnJuslry's 
rcsponsihilily for pri\alc 'cch•r inJu,1ri;1l cnlcrpri,es w;1s. moreowr. inJirecl. cxcculeJ lhniugh lhc lfanJicr;1f1s ;ind 
Small-Scale lndu,lrics Ocwlopmcnl Au1hori1y ( llASIOA ). 

The Mini .. 1ry nf lnJu,1r~ ('.\IOI) 'lll'l"r\i'e' lhc opcr;11i11n, of dc\·cn inJus1ri;1I Corpnr;11i1ms ;ind four share 
comp;1nics. formub1cs imlu,1ri;1l dc\cl11pmcn1 slr;tlcgy ;ind supcrvi~s lhc implcmenl;11ion of indus1ri;1l projcc1s. The 
Planning ;ind Progr;1mming l>ep;1rlmt:nl wi1hin lhc !\tinislry·, lndus1ri;1l Ocvclopmcnl Sccli1m idcn1ificd pro-.pcc1ivc 
indus1ri;1l projccls on lht: h;"i' of lhc st."l'l11r;1I Jnclopmcnl pbns agreed wilh 1hc O~CCP. hranch lewl surveys, 
rccommcnJ;1li11n' of C"11rpor;1lion m;1n:tl!eml'nl · ha<.t.·d on 1hcir own planning unils - ;mJ rccngni1ed shorlagcs of 
consumer and inlcrmcdi;1lc pn1tlUl"I'. A fca,ihilily sludy w;1s wmmissioned hy 1hc Corpor;11ion or MOI ;mJ lhcn 
suhmillcd 10 lht: O:-.:C"C"P pr1•jcrl a"t.""mrnl 1lq1;1rlmt.·n1 hdorc indu,ion in lhc rapi1;1l hmlgcl, whirh 1lcfincd lhc 
Mini,1ry\ ;inn11;1I iml·,1mrn1 hudf.!d rl·ilinf.!. Thl· :\I< >I lhl·n scln·11:d indi\id11;1l prujl·ri.. 11n 1hc h;"i' of ii' inwslml·n1 
priori1ic, "cc S:l"li1m I\'.,\) ;ind n<"L!••li.11l'd linan1·inl! 1hr1111L!h lhl· AL!rirnh11r;1l ;ind ln,111,lri.11 H.ink (All>B) ;mJ/or 
.. forcil!n l"rl'dil '"urn·. In lho"· Cl,l'' "'ll"rl' rorci~'.11 hmdinl! ""' ll'l'tl. llll' orlin- r .. r lht.• Sl;1lc ('om millet: ror 
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Foreign E·:nn<•mic Rdalion..' (OSCFER) p;1rticipa1eJ in C<•nlrael Jiscu_.;..,ion.." an.; :he C<'nlracl wa..-; appnm.:J h'.f· lh..: 
Slalc Cnr1miuee. The Cnrpt•r;llion anJ IPE were Jirectl~· im."1.ll\·cd in the impkmenlali<m or lhc project. lhougt 
under the.: dose scrulin~ nf the \101. O"\CCP and OSCFER. Before any change could he made lo the project 
specification.' lhc appr.wal of all lh.::-;c au11?nri1ies taad lo he secured. lnc\·i1ahly. gi\·cn these cumhersomc procedures. 
there v.·..:rc long kad limes in pmjc<1 impkmcnlalion. som.:timcs as long as lv.u years helwccn lh..: applicalion for 
and ddiw~- <•f cquipmenL \lur.:owr. lhc inlen·cnlion of lhc Ol'CCP and MOI dkcti•·dy look lhc in\"l.:Sfmcn~ 
d..:ci'>ion ••Ul of lhe cnlcrpri..-;c manager's hand,. 

Former!~ fca...;ihili1y studies v.crc underlalen ••r commi..'-'>iond in-:10u.'ic hy lhc lndtL'ilrial Projects S..:nic..: (IPS). hul 
in 19S7 IPS wa...; lran..,.fcm:d ln lhc Dc.:wlopmcnl Pmj..:ct Studies Au1ho;i1y (OEPSA). DEPSA acts a." an indcpendcnl 
con.'>ul1ing scnice. rcp.•rling dirn1 lo 1hc Planning and Research Branch or the: Council or Mini..'ilcrs hul financ.:d 
h~· Cllmmi~.;ion...; from Corpt•r .dion.. ... v.ilh three speciali..'il dcpartmcnls preparing fca..;ihilily sludi..:s or indtL'ilrial. 
agricuhural anJ infra..,lrUl.1Ural pmjccls. ll Wa.'> formcJ in order lo !>lrcamlinc lhc impkm.:nlalion or lhc 
g<wcrnmcnfs dcwlopmcnl plan. dcwlop a national fcasihili1y studies and projel.1 implcmenlalion capahilily and 
1hcrchy rcdun: depenJenc..: •m foreign c<msuitants. The IPS is mo~ experienced Jepartmenl. v.ilh a slaff of lhirly, 
half of v.h<•m arc engin.:..-•s and half l"l."<•nomisls. Wilh technical a..;:;i..'ilancc from Ul'ID0 1/ !h:: IPS dcvd<•ped a !>..:l 
of projccl e\·alualion parameters and expanded its capacity lo 7-10 prc-fca.'>ihilily studies. two suh-scctoral sun·cys 
anJ the implcmenlali<m of lwo pwj..-cls per year. Pmj.:l.1 apprai....al includes dctaik·d marlcl and technical analyses 
and economic c\"aluation u .. ing horJer prices and accounling prices for such inputs a...; lah.~ur and foreign exchange. 
Whik the IPS hopt.:s to expand its capacity lo I.\ prc-fca...;ihili1~- studies.. four !>..:ctoral sunq-s and the impkmcnlalion 
of fi\"C pmj.:cts in FY11J'lll. this is .. ell helow the currcnl d.:mand for such consuiiancy scniccs and the coverage of 
prop<lSCd inwslmcnl pwjects is s1ill far fr<•m complete. Cii\cn the industrial sector"s dcp..:ndencc on foreign financing 
and the shortage of in\·cslmcnt r..:sourccs the expansion or the IPS's capacity merits fo1lher technical assistance. 
or parlicular importanc..- is th..- ..-nhanc..-m..-nl of th•· IPS"s capahility in rhc field of project impkmcnlalion and 
monihning. fmm lcnJa d<ICUmenl p1cpara1ion lo the sup..:ni.;ion of C<lmmi...;sioning. trial runs and appraisal. 

Under lhc lcrms of the ·ruhlic Enh.:rpriscs Proclamation· (No.~l/1975). lhc MOI exercises the mmcrship fonction 
O\"cr lnduslrial Puhlic Enlerprises on hch;1lf ··' lhe slal.:. h is crapt1wcrcd to appt1inl lhc general manager of each 
Corp<,ralion. approw the Corp<•ralion\ hudgcl. capital cxpendi1un: anJ work programmes. cslahlish a rescn·c funJ 
and i...-...,uc dirccti\·cs lo ensure the Corpt,ralion's prnp.:r managcmenl. Through ils lndustri:il Operations Di\i'>ion. 
the ~IOI supenises plant and ('orpt1ra1ion acli\-ilies hy ~!mlying and re\ising their annual manp<lWcr and capital 
cxp..:ndilurc plans. ~cuing product inn ;sod salcs largds. and rcvic"ing :.nancial and foreign exchange hudgcls. h also 
d~·lcrmincs lhc alloc;11ion of rcst•urces hclween corporations. Furthermore, 1he MOI defines management 
pn1Cedurcs, parlicipalcs in the.: iden1ilicali<m of approprialc prnJucl prices anJ markeling channel<,, and determines 
1hc proJucl mix ;sod specific;11ions. The Corpt•ralions regard the degree of con1rnl exercised hy lhc MOI as 
incompalihlc wilh the managemenl aulonomy accorded hy Proclamation No.~l/1975 (sec Section IV.C). 

Since l1JX.I, the fif1een rc~ions have he.:n grouped inlo cighl planning 1ones, each of which has a regional planning 
office rept1rting lo the National Commillee for Ccnlral Planning. The fifteen regions arc di\"idcd into 1112 awrajas 
which in lurn comprise 5.'!l1 worcdas. Each of these adminislrali\"c units has a Development Council with an 
cxcculi\c commillcc including repre .. cntali\"es from 1he Ministries of Agriculture, Commerce and Industry. While 
the regional, awr:ija and worcda pfanning hodics pro\iJc informa!ion lo higher planning institutions lo assist in lhc 
formulation of national pt1licics, lhc flow of policy and lhe framework f11r action is lop-down, hased on dirccti\"cS thal 
lihcr 1hrough lhc pbnning slruclure from lhc National ('ommillcc. Consequently, there is lilllc regional autonomy 
in the planning process, cwn 1hough ho1h regional and di .. 1ricl planning aulhorilics prepare their own plans. Wi1hin 
this planning slruclurc, the rc41uircmenh of regional dc\·dupmcnl arc inc\·i1ahly suhordinalcd lo lhc interests of 
na1ional de\·dopmcnl. 

The Minislry of lndu,1ry\ dfor1s lo Ji,p..:r'e inJuslrial acli\"ily ha\"c hccn ad lwc; regional planning was simply a 
mailer of inJu.-.1ri;1I loc;1lion · lhc loc;11i11n of projecls :<.elected on lhe hasis of na1ion;1I dcvdopmenl crileria -linlc 
;11lcnli11n w;1' given lo dcvclopmcnl of ;1 rcgion;1I ccomomy. There has hcen a lcndcncy for lhc MOl 10 give undue 
v.cighl hi economic, of .-.c;1k in ii, 'c;1rch for efficiency, hy developing large-scale projecls c;llcring for a n;11i11nal 
market r;11her than 'm;1ll-,calc cnlcrpri'e' c;11..-ring for discrell: rcgion;1l markcb. This has ignored lhc extremely 
high cosh of di,1rihulion ;sod 1hc h1~i,1ic;1I rrohlcms cau,cd hy E1hiopia's poor lr;insporl syslcm. Projects 1h;1I could 
he hascd in rur;1I areas were favoured hul li11le con,idcr;ilion wa' gi\·en 10 lhc oppor111ni1ics for loc;1I linkages and 
1hc dcvelopmcnl of ;sn inicgr;11..-J economic 'lflll'l\lrc. The ('orpora1ions' rduclancc h1 ,uhconlracl 10 small·sc;1lc 
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pri,·:1i.: s.·clor Cfl1·:rvis,:s and the pn:krcn.-.· ft•r inkrn:sl. \\:rlical linkages ha..'i mcanl lhal inl<:rmcJiale good'i arc 
it.:-juemly ;:;.i>s~ lf(~··l ~t ~real .:. :sl fn•m lh.: m;un indu.'ilriai n:mrcs hl di.'ilanl pro\inn.:s_ 

Small-scale pri\·ale sc~1t•r ira\·csh-rs m;.i~ hi.· al•lc h, lake ad\-anlage of lhe Jislocalion of lhe nalional economy h~· 
eslahli'ihing enl.:rprises lhal Jo eati:r for rq~ior.~I 1c1ark.:1s_ Thi'i i'i particular!~- lrue of lighl-consumer inJu.qrics. 
llnJer a marL:.:1 s~"Slem. thercf,,re. a gn:atcr dispersion of inJu.'ilrial al1i\ily ma~· he expcl1eJ_ Thi'i will nol 
nen:~rily correSpltnJ to regional Jewlopmenl. since 1he inJu.'ilrial structure L'i likely to remain lruncaleJ. 
Dc\l:lopmcnl of a hroaJcr induslrial h;:.o;c in E1hiop1a·s rcgion.o; "ill still uepcnJ on gmwnmcnl inlerwn1ion, cilher 
lhrough 1he csiahfo.hmcnl of puhlic SCl10r cnlcrprio;cs or inJicali\·e planning. 

Since NS7. owrall aulhorily for slanJarJiJ'alion and melrolt~'Y ha..o; hccn .-csieJ in lh~ E1hiopian Aulhorily for 
Slandard'i (EAS) which reporlS Jin.:cll~-10 lhe Council of Minisicrs. In aJJi1ion all of 1hc <:orporalions ha\·c qualily 
rnntrol deparlmenls. supcni_,eJ hy lhe quali1y conlrol sen-ice "ilhin lhc MOI, and exporl producls arc qualily 
checked by lhe l\linislry of For.:ign Trade. The implcmenlalion of standards and s~"Slcmalic qualily conlrol has 
already hroughl hcndils such as 1he withdrawal of dangerous proJul1s from lhc markcl. an increase in 1he price of 
CXpllfled hides and skim. and th.: inlrod-.il1ion of price differential'i for differenl quality mc:lal products. Howner. 
lhe nwerage remain.'i incomplclc. EAS has i_.._._ued only .\'\'t) mandalory standard" anJ lhe MOI supcf\i"<=s :!.'ii 
slandard" of ils own which "ill soon hccome statulory. There remain.'i con.,.iJerahle room for impnwemenl in lhe 
proceJun.:s of quali1y conlrol of raw ma1eri;1k in1ermeJiat.: anJ finished goods al pl;ml level. This \\ill demand 1he 
prepara1ion of new s1:mJ;1rJs. ;1ddi1ion;1I metn•logic;1I facilities anJ the lechnic;1I as.sisl;mce. 

The llanJicrafls and Sm;1ll-Sc;1lc lnduslry Oevclt•pmenl Agency ( llASIDA) was es1ahlished in 1'>77 as an 
autonomt•Us agcn9 unJer 1hc MOI, 10 promo!.:, suppl,rl anJ co-on!inale lhe devclopmen• of privale scclor 
hanJicrafls and small-sc;1lc inJuslries in Ethiopia. One of llASIDA's principal functions is lo licence new SSI 
projects. It also allocates fon:ign exch;mge on hchalf of the National Bank of Ethiopia and pro\iJes lclters of 
authorization for SSls to purchase scarce raw materials from the stale Jistrihulion agencies al controlled prices. 
These functions giw the agency con,..ider;1hlc authority and ensure that it is in rcgubr Cttnlall with mosl of the 
enterprises under its supcf\·ision_ 

Besides its supervisory ;md w-orJin;1ting roles, HASIDA provides support services to SSls. The E1hiopian 
Handicr;ilh Centre (Ell<'). employing 21~ persons in l1>S.'i. comprises sewral lradilional handicraft worhhops 
(manufacturing c;1rpels, g;1rments. jewdlcry. we<t\"ing h;tmhoo silkscreen prinls and h:xtilc Jying) which provide 
tr;1ining. demonstr;1li11ns ;md manufoclurc pro1t1typcs hcsides producing h;mdicr;1fls for the export m;trkel. Eff,1r1s 
h;l\"e also llCen made 111 upgrade pn1d11cli1m ;md mana!!eri;1l lcchnilfUcs in lhc "modern" sector. 

A Technic;1f ;mJ Enginccrin!! Exlcn,ion Dcp;1rlmcnt (TEED) pnwidcs supporl services in !he fields of I raining plant 
design, equipment selection, the design anJ production of tools and spare parls. TEED operales a founJry, a metal 
workshop and a wood workshop manufacturing tools ;mJ 'pare p;irls, repairing machinery ;mJ providing short 
!raining courses for SSls ;md cu-11pcr;11iws (sec below). In 1'>87 TEED tr;1incd :'i~ persons and pnwidcJ in-plan! 
co11-.uhanl-y s~rvices at 22 SSh. Tr;1ining is also providcJ hy ci~hl mohile workshops which tour rural arl·as. 
llASIDA plans lo cxp;md these services. thou!!h. no1wi1h,1;mding ;1ssist;mce from lJNID0,2/ their development is 
still constr;1incd hy a shorla!!c of personnel anJ cquipmcnl. l\fanagcmcnl !raining is still rudimcntilry. An lndus1rii1I 
Promotion Department (IPI>) Wi!S c:.l;1hli,hcd in l'JX7_ II hils sci up ;1 numhcr of short cuurses in hook-keeping and 
management, produced some man11~1ls and provided limited cunsuh;mcy services hut the number of staff av;1ilahlc 
i'i quite in;1dcqua1c for the massive I ask of providing h;1,ic manilgcri;1I skills lo ;1 largely unskilled ;111dicncc. C iiwn 
the limited formal training of privalc scclm cnlrcprcncurs ilnJ technicians the expansion of these supporl services 
shoulJ tx: encourilgcd. 

In lir1c with government policy to promote the colkctivc ownership of the means of producf ion, llAS!DA encourilgcs 
;irtisans and workers in SSI' lo join co-opcralivcs. These in .. 1i1111ion'i arc rcgilrdcd as an efficient melhoJ of 
chanr.elling support services, ;1 means of promoting new rd;itions of production ;md impro..-ing productivity through 
the hulk purchase of materials. the upgrading of pr'.1dur1ion 1cchnoi11gy and a stronger markcl position enjoyed 
through ;issociation. They arc seen ;" the princip;1I lool for the tr;msformalion and development of SSls. C'o
operilliws arc rn-ordinatcd and supervised hy ff:\SIDA'" { 'o-op,:raliw Promotion Department, whirh helps co
operatives develop s1andardi1cd managl·ri;1I prorcdurcs and provides free consultancy and ;mditing services. 



Co-operali\·cs usuall~· haw pri,,rily lWCr unorgani1cd SSl"s when HASIDA allocalcs raw malcrial" (\irlu;illy ;ill 
HASIDA's ;illoc;ilion of d,llh. for cumplc. i_._ dt .. lrihulcd lo lailoring co-operaliws) and foreign exchange as well 
as prdcrcnli;il ;icccs." lo HASIDA"s supporl scniccs. They ;il"o hcndil from l;t.'t cxcmprions ;ind ;i prdcrcnli;il 
inlereSl of b per ccnl for hank lo;ins. These inccnliws ha\·c encouraged lhc rapid gro\\th in lhc numhcr of co
operalin!s from -HO in i'>JS 10 S5! in JlJS7. 

Scnicc co-operali\"Cs prcdominale (Tahlc -t3). These 3."-"4.lCi:tle memhcrs for 1hc hulk purch;i.~ of inpuls and acccs.." 
;.o crcd:1. The means of production remain in pri\"3le hand" and lc\·clc; of c;ipi1ali1a1ion arc low. Products may he 
sold collcl1i\"Cly or hy 1hc indi,idu;il. Scnice co-operali\·cs arc n:~;1rded as a slep lowardc; lhe de\"clopmenl of 
producer co-operali\·es in which lhe memhcrs pool !heir resources - capi1ali1a1ion lewis an: ahoul four limes a." high 
as in scnice co-operalivcs - and arc paid on lhe ha.'it'i of 1he quanltly and quali1y of 1hcir produl1S. They operale 
as small fac1ories under 1hc dircclion of an elecled manager. Mcmhcrs rccci\"e di,idend" from 1he co-opera1ives ncl 
profils. On a\·cragc profils ;im,,unl lo ahoul 7 per cenl of lurn,,wr. Al prcscnl a~ml ~) co-operaliws arc m 
lransilional pha.."4..'. operalin!! as producer co-operatiws hul withoul formal regislration a.'i such. 

Initially. priorily wa.." gi,·cn h1 the de\-.:lopment of lhe rapid gro\\th of handicraft co-operatiws, huildin~! on existing 
skill... In 19S7 •n per ccnl of the co-operali\·e memhcrs worked in traditional field ... 52 per cent in tailoring and J<, 
per cent in wea\ing (sec Annex Tahlc A-21 ). New products and skilb ha\·c gradually hccn introduced in order hl 

transform handicrafts into industrial co-operati,·cs. Tailoring C•l-operatiws. for instance. ha,·c hccn encouraged to 
produce ready-to-wear garments. Co-operati,·es haw hcen formed lo produce mallres.,.es. packaged food and 
candies. Others ha\"e hccn 1raincd and helped lo purchase cquipmcnl on ;i joint-\"enture hast'i \\ilh HASIDA to 
estahlish pilot industri;il co-operalivcs for 1hc manufaclure of sheet metal goods. forged products and textile ih:ms. 
For the first few years these co-operali\·~s work under lhe supenision of a HASIDA appoinled manager hut once 
the capi1al has hccn repaid 1hey \\ill function a!i producer ClH•peralives. Other co-opcr.lli\"cs arc expcclcd lo imilalc 
their method'i, therehy gr;1dually upgrading 1he tcchnnlo~·y ;ind pn>duc1ion methods employed \\ithin the co-operatiw 
sector. 

Table ·'-'· Membership and c-apital of senice and producers' 
CIHlp-rati\CS, 1987 

Trade 

Handicrafts 
Industrial 

Total 

Service Co-operatives 
Capital 

No. Members per member 

705 31,725 
41 764 

746 32,489 

1,2T3 
2,600 

1,304 

Source: Based on Table A·21. 

Producer Co·operatives 
Capital 

No. Ment>ers per Member 

92 
14 

106 

4, 192 
365 

4,557 

4,397 
9,357 

4,794 

The govcrnmcnl's pmpo~cd reform~ m;1y climin;itc lhc inccn1ivcs accorded lo cr..-op~·r;ilivc~ ••~ 1hc economy move~ 
towards a markcl o;yslcm. The reform' ;1l~11 prmidc for a co·opcrativc's mcmhcrs lo dis ... 11lve I heir ;a~·.1ci;1lion if I hey 
sec fit. l!ndcr 1hcsc circum~l;rnccs lhc rn-11pcr;1li\i: mon:mi:nl m;1y linJ ils membership declining in lhc nc;!r fu1un:. 
\\'hilc n1-11pcr;alivcs have !ended lo di,;ipp~·;ir in indthlri;1li1cd coun1rics.1hcy have hi:cn ... lll"Ci:s~ful in nurkcl urii:ntl·d 
dc,·cloping wun1rics where ... uilahlc form ... 11f ;1~"1cia1i11n h;avc hccn di:visi:J. Flcxihilily will he lhc kc~ 111 their 
survival. For m;sny sm;all-~calc indu~1ric~ co-11pcr;i1ivi:~ provide a useful mc;sn~. of ~crnring hulk inpuh ;md j11in1 
marketing slrcnglhcns 1hcir members' m;irkcl po~ilion. Even !hough m;iny ;ar1i ... an~ and ~m;ill-~l·;alc hu~incs ... mcn 
prefer to market !heir good' individually. thi: hcnclils of a ... sot"i<ttion on lhc supply ... idc m;ay persuade I heir mcmhcr~ 
lo retain lhc C11·opcr;i1ivc slrut"turc, ;ilhi:il in rcvi~i:d form. 

The E1hiopian Chamber of Commerce c~lahli ... hcd a., an ;iu111n11mou ... ht.dy under lhc Minislry of Foreign Tr;idc 
under Proclama1i11n l\11.l-t'i/l 1>71'. opcralo a ... a n1·11rdin;11ing in ... 1i1u1i1111 for ten t"ily C'hamhcr,· of C'11mnll'fl"I..', wi1h 
.'i:!,OIKI 111cmh1·r, (mcmhn ... hip i ... mand;1l11ry fur ;ill inn1rp11r;alcd in,1i1u1i11n~). and i, fumlnl 11111 of nintrih111i11n' fn1m 



lheir hudgeL hs a""ti\ilies indude lhe C••lb1inn uf slali,.ri"·al inform;ilit•n soun:es. di~-;cminalion uf gowrnmenl 
policies. puhlie;ili,m ,,f journ;ils ;and lraJe Jin:l.1uries. 1ran..,.la1i,m scniccs. C••nlal.1 wilh chamhcrs ahroad. 
pariicipalion and urgani.1;11i,m l•f 1radl.· fairs. a~,islancc in finding cxpurl markers. i~'uing uf rhc ccrliftcalc of origin. 
ad\icc l>n pwdul.1 design. arhi1ral1••n ;ind lhc prcparariun uf srudics un lradc wnslrainls. The C:hamhcr. and ils 
regional mcmhcrs. also pn•\·idc ha!f-day !raining courses in such field.-. as accuun1ing. saks. mark.cling and 
admini...ira1iun which arc allcnded hy IJltltl memhcrs annu·~~!~·. Rerngnl/ing lhe limi1cJ upporluniiics open to the 
pri\-alc St:l."tllr for managerial !raining. 1he l'hamhcr plans 10 $lrengthen ils :raining capaci1~· in lhe near folurc. Thi.'\ 
may merit lechnical a~"islance. 

Al pres.:nl lhe C:hamhcr has liulc rnlc in lhc formulation of policy. ticspile ils dose links wirh rhc pri•alc SCl."tor. 
The C:hamhcr could. howewr. he dewluped as fcedllack channel from the privale SCl.1or to lhe gowrnmenl in rhe 
implemenlalion of ils inwslmenl promorion p.•licies h~· increasing lhe instilulions participalion in p.1lil.·y formulaling 
commiuees. Frank Ji.'\Cu~"ilm of !he lcg;slali\e and insritulional con...irainls on the privare sector L'\ more likely wi1hin 
the framework of an aulunumuus llody lhan lhrough lhe limi1eJ conlact . .; OClwecn liic privalc scclor cnlrcprcncurs 
and Ministries. 

Fi:11111cial i11stitlllio11s 

Dl•mcstic hanks prmidcd 22 per cent of lhc capilal for im·cslmcnl in 1he IPE-. in lhc period FYl'>S-1 lo FYll)S.'\. 
Medium- and long-rcrm crcdi1s (nol longer 1han 15 years) for in\·cslmcnt in agricuhure and indusrry arc prmiJcJ 
hy lhe Agricuhural and lnJustri;1! Dc\·clopmenl Bank (AIDB). Ah hough AIDB has hcen cnlitlcd lo accept Jep.•sils 
from pulllic enlcrpriscs since July 1')1\(1 ii docs not prcscnlly Jo so. lls loans arc largel~· financed lhrough credils 
from lhc Naliunal Bank of E1hiupia (NBE), !hough AIDB h;1s also rccei\·cJ lines of crcdil from lhe ADB. EIB and 
IDA. Ahnul 'XI per cent of lhc loans appnwed hy the AIDB in lhc perioJ ll)S-'-S7 wen: allt>calcd lo lhc agricuhural 
SCl"hlf. lnduslry·s allucalit•n twer lhis perit>d was Birrl.itl millinn. jusl (1 per ccnl of ihc lolal (Tahle 45). Wirhin lhe 
industrial scctnr lhe majorily d lhc lnans approwd ha\c hcen small-scale crcdils (le~-. than Birr500.lltl0) lo rn
operaliws and SSls. A small numhcr uf medium- and l;;rgc-scalc projccls haw. huwewr. ahsorhcJ lhc majorily uf 
1he funds. In lhc peril>d FYl'lS5 lo FYl•lS7. IS projccls were allocalcd 95 per ccnl nf lhc .:rcdi1s appnwed and one 
projccl. !he Lcga Demhi <iolJ :\line. recciwd nearly .itl per ccnl of !he lulal. 

While lhe numhcr and \·aluc uf l11;ms appro\ed for medium- ;md brge-sc;1lc inJus1ri;1I prl•jccls is lt•W rnmp;1rcd wi1h 
;1ll1>caliuns In lhe agricuhur;1l scclor. 1his rcllecls 1hc limilcd numhcr of vial>lc projccls prcscnlcd ;1s much ;1s a 
shoriage of fund· .. The Bank d1>cs n1•l 11per;1le ;1 scclur;1l credil ;11lnca1ion policy. All of :he loan rel1uesls prescnled 
hy lhc C:orpora1i1m'\ lhrnugh the :\IOI arc ;1cccptcd if the projcl"I fcasihilily study indic;1tcs lhal lhe inwstm.:nt will 
~ich.1 and Ill per cenl in11:rn;1l rate of relurn. \\'here necess;iry. AIDB will undertake ils own lin;mci;1I fe;1sihili1y 
slutly. th11111!h ils cap;1ci1y for c;1rr~ing out such assessments is limikJ. 

Despite AIDB\ ;1lkmp1s In weed 11111 umi1hlc projects. lhc h;mk suffers from a high proportion of unserviced <lchis. 
In July t•J/'\'l. the ;1t:cumub1c<l ;1rr,·;ir, of principal ;mJ inlcrcst p;1ymcnts owed hy IPEs amnunle<l 111 BirrX.'\ million 
on an 11utsl;mding principal lif Birrlh7 million. This situalion rcpre.,cnts a misallt:cation of resources. 1hrc;11cns the 
financial vi;1hili1y of the h;ink and imp.1irs its nc<lilworthincss. AIOB has lried to tighten ils control of crcJil and 
enforce rep;iymcnl. hy. for example. rdu .. ing 111 gr;ml new lo;ms Corporations supervising pbnls in ;irre;irs. hul it 
has lilllc au1hori1y m·cr had crnliiors S11m,· of lhc .. c Jehts ;1re nnw chronic and will prohahly have In he wrillen 
off. One means of innc;i.,ing lhc AlDirs con1rol ovcr its c;1pi1al would l>c 111 ;1llnw it'" in•;e.,I in equi1y as well ;1., 
grani lo;ms. This would he parlicubrly ;illr;ictiw in th,· c;"e of joint \Cnlures. Stricter financial guidelines for hot~. 
the hank ;md IPEs could al-.n he rnnsidcrl·d. 

The massive horrowing ;mt! pot•r dcht scnicing rcrnrd 11f ll'Es has not .. ignilicanlly impaircd 1hcir :1n·ess lo credit 
since !heir applic;11ions arc hacked hy the l\lini .. try of lmluslry. llowewr. ii dne .. threalen to cr·•wd-our SSls. 
Nevertheless. lhe immcdi;1lc rl· .. 1ric1inn on tlishursemcnls lo SSls is insti1111ion;1l. The m;1j11ri1y of SSI and 
co-opcrali\e pr11jccls arc .,clf-lin;mccd hul 17h SSls ;1pplicd for r\IDB lo;ms in FYl'lS7. 1110 in FYl'>X.~ ;m<l J t .. l in 
FYllJS•J. l.11;m., wcrl· appro\cd for ks' 1h;m l.'i per cenl 11f 1h~ ;ipplicmh. AIDB an·qll' applic;1linns for It ·ans h;isl·<l 
on crude 11111linc .. of ;i pr11jcd pr11po .. al anJ d1KUml·n1 .. proving 1ha1 1hc ;1pplic;m1 hold, lixcd ;i...,cs v;ilunl ,!I ~.:'i per 
ccnl of the hin ilS rnll;1r.-r;1l. II lhl·n umkrL·k~, 1!:~ .• ilcd k;1 .. ihili1y slu<lic' of 1hc projcrl. f·cc of d1:irgc. Owing 
lo !he limile<l cap;icily of I he projn·1 ""'.''"'l·n1 depart mrnl in the hc;1d office ( cighl .. 1.tff) ;m. I li\c r l·gional oflil"c' 
(live olher oflice .. 'end i1pplira1i11n .. lo lhc hc;ul 11flil"c). applil·an1 .. Lire wnsidcr;1hk dd;iy .. I cforc a loan ,·an he 
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granted. Al[}B hlljll:S l•l inr.:rc;1 ... c thc numhcr nf staff c;1rrying llUt kasihility studies and ... implify thc pr•lCcdurc ... .,,\ 
that the numher nf prnjcel ... tudics Gm he incrc;1.,cd. This will require h:chnical a ...... i ... t;1m:c. AIDB h;1 ... ;11-.o 
enc •Uragcd ;1pplicants hl use a snull hut growing numlx-r ,lf pri\·atc consultant.... 

Ahoul hll 111:r cent of SSI lltlrr•lWcrs default frequently and approximately lll 111:r cent arc referred hi the h;mks lq!;1I 
department - a marked Cllnlrast Ill the generous treatment of puhlic scctnr defaulters. Rink ... 1aff try tu diagnn ... c 
and rcsoh·c the 0111:rational diflicultic.; of !ltirrowers through site \isit... and inform;1l consultancy savin:s. This place ... 
a hea\'y demand on it.; m;mpower. lfltimatcly the SSI department within AIDB will only he ahk to fullil its role as 
a hanking in.;titution if it r-.:stricts its scn·ices lo project asscs.o;menl. Other sen·iccs c,mld he helter provided hy 
support insti1u1i,ms within UASIDA. 

Table 4A- Loans approwd by the AgriculturJI and Industrial 
Dewlopment by· Rank sector, l'lll' to 1987 

(Million Birr) 

Per cent 
Sector 1983 1984 1985 1986 1987 1983-1987 

Agriculture 438.4 509.0 516.4 141. 7 400.1 88.8 
Industry 15.4 60.3 14.1 2~.2 25.2 6. 1 
Other 19. 1 12.8 0.4 9.2 74.1 5.1 

Total 47J_O 582_2 530.9 197.9 '·~-4 100_0 

Source: AIDB, Annual Rei;!Qrt, 1985 and 1987. 

Shorl-lcrm credits for working capit;1l arc pnwidcd hy the Commercial Bank of Ethinpi;1 (t'BE). Th•: ('BE linanccs 
its loan portfolio from dcm;md, savi11gs ;md timc dcpo ... its. Cl\"cr half 1hc outstanding short-term credit is allocated 
to thc forcign and domcslic tr;1dc sccturs (T;1hk -tfi). lnduslry\ .,h;1rc i ... rcbli\"cly ... mall ( 12.h per ccnl) and 
rcmai~1cd rclaliwly ... t;1hlc over thc five ycars 111 FY l'JSK 

Table 4.5. Agricultural and Industrial De,·elopment Rank lo;ms 
apprmed by industrial branch and scale, 

t"Yl986 and t"'il987 

Per cent Per cent 
Branch/scale No. Eiirr•ooo of No. of value 

Food 17 39,978.7 33.3 23.6 
Textiles 7 38,525.5 13.7 22.7 
Leather & shoes 6 3,~09.9 11.8 2.1 
Fi brcwork 1 1,000.0 2.0 .6 
Printing & paper 2 1,53_3 3.9 .3 
Chemicals 3 789.0 5.9 .5 
Metalwork 2 694.4 3.9 .4 
llood work 2 754.0 3.9 .4 
Others 17 83,911.8 33.3 49.5 

Total 51 169,626.5 100.0 100.0 

Med 11,.rn· and large· scale 18 162,450.4 35.3 95.8 
Sm.1 l l · sc al e 39 7,256.1 76.5 4.3 

Sm!.!:.££: A I OB, Annu,1 l Pre2rt, 1985 and 1987. 
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Lit1uiJi1y C••n,1r;1in1s in llK rublic ,~·ct.•r - n;,uhin!! frnm '·•ssc;, and the: apprl>pri;iti.,n ,,f ;111 but 5 p.:r cc:nl nf the: 
''(l\:rJtin!! 'urplus lly the: \I ini,.1 r~ , ,f Fin;mcc,. - Ctlnt pd t hl· n •rp••r;1I inns Ill rc:ly he: ;1\'ily l IO ,h, •rt -lc:rm lin;ml·in!! f, •r 
lhc:ir W••rkin!! c;1pi1;il. The: r;1ti1> ,,f -.h,1rl-lnm l••;ms Ill 11111!!-tl·rm 1,1;1ns fn•m d,>mc:,tic b;mks (:.-. indic;11l"d by 1hc: 
n1ns••liJ;1tcJ b;1bm:c: ,h1.:cls 11f ;111 \IOI ~··•ri'<•r;itillns) has incrca-.cd fn>m 1.4 in FYJ•I~ In 1.S in FYl'IS7 and 2.2 in 
FYJ'l~N. CBE prn\"idc-. thc,l· crcdit-. c:ithc:r ;1-. tcrm lnans \\nich arc rl·pai.J t>y installmcnls 1>r as an O\..:rdrah facili1y 
which is rc:p;1id as a lump 'um ;1t the: cnd ,,f the: y.:;ir. lntl·r.:st i-. ch;1rg.:d on l>.11h lyp.:s of ll>;m al th.: s;m1c: r;:tc. 
In praclicc:. ll<1th th..: n•rpor;t1i1>1ts ;111J th.: CBE rcgard m.:rdrafls as crc:dils which will not llt: r.:dc:c..·mc..·d or -..:nic.:d. 
Ahhough 1hc: CBE is rdul"l;mt It• c..·xtl·nd cr.:dit to ln-.s making cnt.:rpriscs and rh.: ;1pplica1ion proc.:durc..· : .:quir.:s 
l>.11h l\1rp.>r;1ti••n and \IOI apprP\'al. the: lt>t.11 \';1lu.: of ••Utsl;mding shorHc:rm crcdils has grown slc;1diiy (Tahk -i.h). 

Th.: pri\"at.: sccll>r is c:wn 1111•rc d.:pl·ndc:nl 1•11 sh,•rH.:rm cr.:dil than lh.: Corpor;itiun,,. Ahout 1w,11hirds .,f th.: l.1an-. 
for indu-.trial prnj.:cls di-.hur-..:d t>y th.: CBE ar.: grantcd lo lh.: puhlic scclor and unc third Ill 1hc pri\'at.: -..:dor and 
indi\idu;i's (Table: -i.7). In FYl 11S5 lh.: r;11in ,,f CHE Ill AIDB dishurscm.:nts tn pri\;1t.: industry was lll..1:1. 
Ah hough thi-. fc:ll Ill -i.Y: I in FY l'IS7. br!!.:IY h.:c;1usc llf :1 d.:dirn: in lhc: \';1lu.: ,,f CBE di,.hur-.cmc..·nis. ii indic11c:-. 
cllnsidc.:r;1bk 11\·c.:r-d.:p.:n1k1wc..· ••n ,h,>rt-1.:rm lin;mc.:. This silu;tli••n ;iri,cs !1.:cw'.: -.h,1rHc.:rm cr.:dil frnm th.: CBE 
is mnr.: affcssibl.: than lon!!c.:r tc.:rm crc:dit from lhc AIDB. CBE lnans ;1r.: -.r.iallc.:r - nwcring Wllrking c;ipil;1I llr 
rcplaccmc:nl c,1-.ts - than 1h<1,c ;id\·;mc.:d hy AIDB. The: hank m;m;1g.:mcnl cxamim:" only the assds and liquidity 
pll-.itinn of an .:nt.:rpri-.c. \\ hich is l1'U;1lly ;1 d.:po,,i1nr. 1-.:forc granting a loan. II docs nnt dc:m;m<l ;1 full feasibility 
study. 

One of lhc main pwhkms facing thc h;mking sy-.t.:m is lhc gr .. w1h of nll11-scn·icing shllrl-tc:rm loans. This thrc;1tcn;, 
lo crowd nut prolitabk c:nlc:rpriscs hy J-:pri\'ing the CBE of funds. a situation aggra\·;11cd hy lhc lranskr of fund-. 
frnm th.: CBE 10 lh.: !\BE 1t1 lin;mc.: 1hc: c.:ntral go\'crnmcnt dclicil (CBE's crcdit:dc:posil r;1lio has folkn from 0.511 

in FYl'IS2 10 ll.~1 in FYl 1ISS). Thc:r.: h;1s h.:.:n a .\-I pcr c.:nl d.:din.: in 1h.: annu:1I \'aluc: of dishur,.:mcnts In th.: 
inJu:>trial "cctor ll\'t:r thc: p.:riod FYl'l:OG to f-"YI•>ss and !hi,, lrcnd is likcly tu accclc.:rat.: in lhc nc;1r future. 

lnt.:rc:st r:1t.: policy h:1s ti:nJcd to he: inllcxihlc:. with infr.:qucnt ;1djustmcnts h1 1:1kc: al·count of inlbliun. Wh.:rc 
interest rate-. ha\'c hcc..·n ;1Jjustcd the:,.: ha\'C h.nJcd to fo\nur cn:dilnrs rather th;m Jq1u,,i1t1rs. Chcr the l'JSOs a ... 
;1 whlllc:. intcrc:sl rates h:1\'C hardy kc:pl pacc with inllttion. lnc:\'ilahly lhi'\ h;1s di-.couragc<l sa\'in!!. A h;1lancc mu"t 
he kepi in which intcrc:sl ralc:s rc:;1li,1ic;1lly rdkcl thc Jc:m.ind and "upply of money if s;t\'ing i" to he cncoura!!.:d anJ 
rc.:suurccs arc lo he ;1ll11catc:J dli<ic:ntly. 

Tablr .i.6. Sl·l·toral distrilmlion of oulsl;tnding C'omml'rd;il Rank of 
Elhio1:ht l-n·dil. l'Jlt' and ICJKX 

(Million Birr) 

Per cent 
1983 1988 change 

Sector/branch Birr Per cent Birr Per cent 1983·88 

Agriculture 44.9 4.6 71 .6 5.5 59.5 
Industry 122.4 12.6 164.0 12.6 34_0 

Food & beverage (19.6) (16.0) (23.8) (14.5) 21 .4 
Building materials (8.8) <7.2) (24.8) ( 15. 1) 181.8 
Leather & shoes (24.0) ( 19.6) (6.7) (4. 1) . 72. 1 
Printing & paper (14.8) (12.0J (5.8) (3.5) -60.8 
Te.i<ti les ( 24. 4 J (19.9) (39.3) (24.0) 61. 1 
Others (30.8) (25.2) (63.6) (38.8) 106.5 

00lll('stic trade 187.9 19.3 247.4 19.0 31. 7 
For~ign trade 39C.2 40.1 486.0 37.3 24.6 
Other·; 227.'!, 23.4 3.B.2 25.6 46.6 

Total 9n.7 100.0 1,302.2 100.0 33.9 
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Differential interest rates arc applid to cncouragc invcstmcnt in pnonty areas and projects undcr collectiw 
o\\nership. Sincc July 19~., whcn inten:sl rates were reduced acros.'i the hoard to promote invcstmcnt. horrnwcrs 
investing in agricultural projects or importing agricultural inputs have hcen the most favoured \\ilh rates of 5. h and 
7 per cent f,u co-opcratiws. stale and private entcrpriscs respectively. The prevailing interest for private sector 
commercial horrowing was scl at I) per ct:nl ('J.5 per cent for domestic trade and importing. hut 8 per cent for 
transport and communications and h per cent for cxporll~rs). Pri,;ate sector investments in industry arc subject to 
the full commercial rate whik puhlic sector corporations hcnefit fr .lm a rate 8 per cent and co-operatives pay 6 per 
cent on loans for equipment and ..i.5 per cent on loans for construction. 

Planas that export more than 711 pc; cent of their output and arc horrow .. g money to finance production of citporl 
goods may also hcncfit from a preferential rate of 6 per cent. Curre1a1ly, the only enterprises borrowing al the 
exporters' interest rate arc tanneries hut thcrc arc plans to relax the definition of exporter and streamline the 
application procedure to facilitalc acccs.'i lo working capital for other companies. 

Table -1.7. Commercial Bank of Ethiopia loan disbursements lo 
industrial enterprises by ownership, 

Ownership 

Public enterprise 
Co-operatives 
Private 

Total 

B"19K..~ to n'ICJKS 
(Million Birr) 

1983 1984 

45.2 
0.3 

25.1 

70.7 

42.0 
0.3 

26.7 

69.0 

1985 

44.7 
0.2 

23.0 

67.9 

Per cent 
Per cent change 

1986 1988 1983-1988 1983-1988 

37.4 
0.4 

18.2 

56.0 

29.4 
1.2 

15.6 

46.2 

64.1 
0.8 

35.1 

100.0 

·35.0 
300.0 
·37.8 

·33.9 

Source: Comnercial Bank of Ethiopia, Annual Reports, various issues. 

A~ part of the package of incentives lo promote private sector investment the govcrnmcnl intends lo bring the 
intcn.:st rate charged lo pri\·ah., seclor invesrors into line with lhc public sector rate. This may invoh·e a complete 
ovcrh;aul of the slructurc of interest r;1tes. hlc;11ly, a unified hase rate should he applied to climin;1lc the distorting 
effect of implicit sectoral subsidies. 

At present, potential sources of c;1pital outside the h;mking system arc not available lo the industrial sector. Neither 
thc Ethiopian Insurance Corporation (El(') or thc Pension and Social Security Authority (PSSA) invest in stocks or 
honds. Their assets arc dcpositcd with th.: l'BE and 1hc Housing and Savings B;mk (HSB). Recent initiatives in 
the field of joint ventures ;and domestic investment in small-scale enterprises may he an opportunity f1ir them to 
diversify their port fol ins. U ndcr ihc terms of Spccia1 Decree No.17 /'Ill, which permits I he establishment of share 
comp;mics, this may now he possible. lnstitulional inv.:stmcnl hy hanking and other financi;1I institutions would give 
a much nc1.:dcd c;apital inj1.:ction to the industrial sector. This may also he d1.:sirahle from a managerial point of view 
since financial institutions will he ahk lo cx1.:rl pressure on enterprise management · p;1rticularly in the puhlic sector· 
lo tightrn up management practices. llov.~·vcr, I here may he some resistance lo this form of investment on the part 

of the N;11ional Bank of Ethiopia whid1 h;1s, in the past, used savings mohili1cd by hanks and other fin;incial 
insti!utions lo finance Central (iovcrnment hudgel dcficih. 

In the ah.o,encc of an c.o,tahlished slock·mark1.:t and puhlic recognition of this form of saving, it may prove difficult 
lo mohili1c priv;1te-s1.:clor savinl!s throuµh llolalions and shar1.: issues. However, share issu1.:s have proved an effective 
mc;rns of raisirrg capital for mixed-sector ent1.:rprises in the former P1.:oplc's Democratic Republic of Yemen. These 
i~.sues have hc1.:n preced1.:d hy careful advertising and the valu1.: of the stock has been tailored lo fit the pocket of the 
targcled market, migrant workers. Wher1.: th1.: face value of the stock has b1.:en loo high, issues have failed. Some 
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compromise has lo he reached hclwccn minimi;ring the adminislrali\·e costs of a share issue and maximil'ing the 
cap;lal raised hy a flolalion. Puhlic inlcrcsl in slocks and honds v.ill also rcflccl polcnli;al di\idcnd!' ralh..:r than 
capital gruv.th since, if the primary markcl is thin the secondary markcl v.ill he thinner still. In order lo allracl 
in\"cslors. companies may he forced lo offer a di\idcnd guarantee. Banking inslilulions. lhc oh\ious intermediary. 
v.ill need lcchnical assistance if they arc to manage flolalions and share issues cffc .. -i.ivcly. Furthermore. since puhlic 
confidence is essential if this form of s;1\'ing is lo he expanded. a "watch-dog" inslilulion should he cstahlishcd lo 
prolccl the inlcrcsls of inwslors. Special Decree No.17 /'XI announced lhc formation of an lnwslmcnl Commillcc. 
chaired hy one of the Deputy-Prime l\linislcrs. which could folfill 1his role. 

Ahhough Special Decree l':o.17/'Jtl did nol rule oul lhc cslahlishmcnl of pri\"alc scclor hanking inslilulions. il did 
slalc thal such inslilulions would ha\·· .o he appnwcd hy lhc Council of Minislcrs. Oh\iously. hanking inslilulions 
should he suhjccl lo dose scrutiny. exercised on a day-lo-day lc\·cl hy lhc Nalional Bank of Elhiopia. Howc\·cr, lhc 
dcwlopmcnl of pri\"alc scclor hanks should he considered in the near future. Properly rcgulalcd, such instilulions 
m .. y he ahlc lo expand lhc nct\mrk of hank 'lranchcs into rural areas, lherchy mohilizing addilional sa\ings. They 
may also he ahlc lo pnwid..: specialist s..:r\"ic..:s una\'ailahlc or inadcqualcly catered for hy th..: existing institutions. 
particularly in lhc fields of international commerce and in\"cstmcnt hanking. 

C. CURRENT POLICY ISSUES A~D INITIATIVES 

Puhlic sector mtJlltJ},'t.'llU'lll 

The MOI exercises the ownership function o\"er Industrial Puhlic Entcrpris..:s on hch;1lf of lhc slalc lhrough ils 
lnduslrial Operations Di\·ision. lfndcr the tcrmsoflhc "Puhlic Enterprises Prodam;1tion" (No.20/1975) the Minister 
of lnduslry is empowered 10 appoint the gcn..:ral manager of each Corporalion. appnwc the Corporation's hudgel. 
capilal cxpcndilurc and work programmes. eslatilish a rescn·e fund and issue directives lo ensure lhc Corporal ion's 
proper man:1gcmenl. Corpor:11ion general managers. in lurn. hold similar powers in rdalion lo each planl under 
their supcn·ision. Howc\·er. lhcsc pbnls arc. in thcmscl\"Cs, legal cnlilies under lhc lcrms of lhc "Rcgubtion and 
Co-ordin:1lion of Puhlic Financial Opnalions Proclam;1lion" (No.1<.J/1979) and for financial purposes they arc lhe 
irrcducihlc clcmcnl of puhlic seclor managemcnl. The Corpor:1lion is. for inslancc. financed hy contrihulions fwm 
lhc indi\·idual pbnts Jnd 1axc" :ind supplc.:mcnl;1ry charges arc levied al plan! nol Corporation level. In 1hcory, lhis 
cnahlcs lhc plan! m;magcmcnl 111 conlr;Kt l11ans and invcsl its liquid asscls v.ilhout Corporalion managcmenl 
approval. In praclice. the con1radic1ion hc1wccn 1hc legal au1onomy of the Corporalions ;md indi\"idual plants in 
Proclamation" No.20/1'>7:'\ ;md !\:o.lh.\fl'>7'> is resolved hy an informal arrangement hc1wccn 1hc Corporalions and 
the l\tinislry of Finance. II seems expedient 1hal this arrangemenl should he eslahlishcd on a legal h:1sis as soon as 
possible. therehy pro\"iding :1 st;1lulory k1mcw:uk for lhc Corporation m;m;1gemcnl model. 

Minislry conlrol is excrcised lhrou!!h regular hudgcl.,, reporls :1nd hudgcl audi1s. Each corporation scruiini;res ar.d 
compiles the produclion and s;1lc' large!.,, manpower demands, financial hudgcls, foreign exchange requiremenls and 
proposed capilal expendilure suhmilled annu;1lly hy c;Kh plan! under ii\ supcn·ision. These ;ire lhen passed on w 
lhe MOl's Budge!. Manpower and Finance Deparlmenls, which may ask lhe Corporation lo juslify any change in 
performance indic.11ors inwn .. i .. 1cn1 wilh .. uhmi.,sions in prcvious year~ .. Fin;1lly. a comprehensive l\1ini .. 1ry Budge! 
is suhmillcd to ON"CCP for fur1hcr \lt1dy :ind final approval. This procedure hlur" lhe \truclure of m:in:i:~cmenl 
authori1y, pro\"iding for h111h Mini .. 1crial and C'orporalion in1cn·en1ion in man;1gemcn1 dccision~; lakcn ;11 lhc plan! 
level. It is ;11-.o rigid. ~incc t hcre i .. li11 lc opp11rl 11ni1 y lo ch;mgc producl ion l:1rgcls or hudgclary allocat i11ns once I he 
fin:mcial year ha-. hegun. C\"Cn 1h11ugh 1hc pbnls ha\"c lo .. uhmit lhcir hudgcl\ ;md .. upporlinl! forecast\ ahout live 
months hdorc the ni.:w financial yc:1r in order In mcet ON"C'C'P deadlines. Furlhcrmore, ii is lime rnnsumin!!. 
requiring lhc C'orpor.11ion-. and Mini-.try lo rl·allocale slaff from olhcr du1ies for several monlhs of !he year. While 
Minish:rial \l"ruliny 11f corporali.: pbn-. i-. rnmpalihk: with ii., owner .. hip funclion, a halance \hould he ;ll'hicved which 
allows man:1gcmcn1 to f11rmula1c ;md implement ih own JC\clopmcnl \lralegy and lake full rcspnn .. ihilily for ils 
decisions. 

Allhough Prodarn:11ion ':\11 .. 'i/75 l!ranl\ lhc C'orporalion" lc,L!al aulonorny and VC\h CXl'CUlivc power in ii" gcneral 
managcr, d:1y-10-d:1y 11pl·r;1ti11n :1nd planl m:Hl:t).!cmcnl j, al-.o clo.,cly \Upervi.,cd hy lhe l\tOI. Oirc,·1ivc:-., .. upporkd 
hy manual-.. ddcrminc 111;111agl·rial polil·y ;111d pron·dun·-. in cvcry field: purcha:-.in).!. marh·tin).!. nwinlcnance and 
an·oun1ing for in-.tarH"l'. ( ii\vn lhl· •.h11rLIL'.l" of 'kilkd m:tn:tl!l'lllenl \laff. \fini .. 1crial ).!Uiddim·, and m;mual, arc 



a useful tool. But, as dircl·tiws. thi:y arc: also a straight jadi.d which inhihits the dewlopmcnt of new management 
techniques (other than those proposed hy the MOrs Organi1ation, l\kthnds and Systems Dt·parlml·nt). l\k :li\"Cr, 
the MOI makes many of the dccisi11ns th;1t could he left tu plant or C:urporatiun managi:rs. While the Corporation 
management may he consulted ;1hout marketing and distrihutiun. the MOI and ONC:CP m;1kc the final di:cision 
ahout the appropriate channd. Product mix anJ quality arc also ddcrmincJ hy the: MOI in the final instance. so 
hlo arc prices (sec helow). 

Managerial autonomy is further circumscrihcd hy the limited financial resources rct;1ini:d hy the Corporations. 
Under Procbmation No.lh3/1'179 c;u:h pbnt p;1ys a capital charge of 5 per cent 11n the \"aluc of the paid up capital 
hdorc n;1tionaliJ'alio~1 and the g.i:ncr;1I n:si:rws. no account heing taken of the di:preciation of plant or accumulated 
l11s..;cs al the time the procbmation w;1s promulgated. This charge is JcJuctihle heforc tax. Corporation lax is 
payahk ;1t a llat rate of 50 per cent on the profits of IPEs. Enterprises may make a contrihution to the 
Corporation's general n:scn·cs amounting to ml nwrc than Ill per cent of their residual surplus as l1mg as the general 
rcscn·cs arc no more than -"> per cent of the stale capital. The halancc mu~.l he suhmillcd lo the Ministry of 
Finances within h months of the end of the fi=>c:1l yc;1r. Thus. the: lol;1l retained earnings of IPEs amount to no more 
than 5 per cent of net profits. 

Taxes, capital ch:1rgcs and rcsidt: •l surplus transfers from IPEs earned the Treasury Birr218 million in FY19S..~ and 
an cstimatcJ Birrl52 million in 1-Yl'IS'>. (her the p;1sl decade these payments have Jraincd the profit;1hle IPE-\ of 
piitcntially investihk funds and moppi:J up li11uidity. lc;1\"ing them dcpi:ndcnt on all11Cations frnm the Central 
Government hudgct ;md short-term h;ink fin;mcing ('\cc Section 11.E). They have al.;o prc\"cntcd transfers hetwccn 
profitahle aml unprnlitahk cntcrpri'\c within c;1ch Corpor;1tion which woulJ l'nahle them to rcJuci: dchts and the 
drain of scarce rcsollrccs through intcrl·st payments. 

IPE.; also sufkr from ill-defined m;m;1g.crial ohji:ctives. Frnm the government's point of vil·w, IPEo; nmtrihutc lo 
many aspects of economic and social Jcvdopment: they arc seen as tools of s11Cial transform;1tion hy creating new 
work ethics, a means of impnwing social wdl-hcing hy the maximi1;t1ion of production al minimum cost, a m;1jor 
employer. the vanguard of tcchnologic:1l progress. the foundation of regional economic dcvelnpmcnt ;md a source 
of revenues for the stale hudgct. Th..:sc ohjcctivcs ;ire impossihlc to reconcile and a s1mrcc of confusi1m in the 
dcwlopmi:nt of a management strate~y. Profit maximi1;1tion and the r;1tinnal use of rcsourci:s ;1rc. moreover. low 
down on thl· MOl's list of priorities. PrnJucti1in t;1rgds sd goals in li:rms of gros.o; output ;md production \"alue, 
which ari: reinforced hy the incentive system al the shop lloor (si:e lncentiws hdow). This discour;1gi:s managers 
from introducing new products ;md reducing costs. Besides. plant and Corpora1i.10 ;1ccounts dcp;1rlmcnls collect anJ 
present J;1ta in ;1 formal apprupri;1le f11r submission 10 the MOl hudget;1ry dcparlmenls not for cost ;1s.o;cs.o;ment hy 
plant man;1gcr~ In p;1rticular, m;m;1gcmenl is not supplied with J;11a in the form of n1sl r;1tios that would all,1w it 
asses the pi:rformancc of diffcrl·nt products ;md di:p;irtmenh. 

In the package of economic reforms prcscnti:J to the Ci:ntr;il Commillce of the Worki:rs' Party of Ethiopia, the 
gm·crnmcnt m:•Jc it dear that IPEs would nu long.a he ri:quircd to s;1crifin: prnfi1;1hili1y ;mJ cflicicncy lo s11Cial 
ohjeclivcs. Indeed, prnlitahility and pniJuctivity wi:rc lo hi:comc the sole criteri;i of IPE ~ucccss. Those enterprisi:s 
that were unahlc lo opi:rali: prolit;ihly would hi: sold or closi.:11. At the same time. ;1 1hon111gh review of 
PnlClamations No.20/ 1975 ;and No. lh.\/ l'J7'1 is under w;1y with a view lo resol\"ing the contr;1dictions with the hody 
of lcgisbtion. heller delining the rule ;md ;1cw11n1.ihili1y of managers aml the supervisory function of the MOI, anJ 
reforming the 1;1x;1tion and supplcml·n1;1ry ch.irge regimi: s11 th;i! enterprises c;m retain a brgcr proportion of their 
prolils. Such reforms will, howe\"Cr, h;1\e lo he accomp;anied hy improwd man;1gi:mi:n1 training lo hdp plant 
managas cvalualc performance ;1ml m11dify pr11d11c1ion mcthod!'I. This will he crul'i;1l t.1 the succi:s., of IPEs once 
a m;1rkcl system is estahlishi:d. 

Ethiopia suffers from a short;1gc of tr;1incd ;mJ i:xpcrienci:d managers within the puhlic sector as it is, hut this 
prohlem is compoumkd hy fol'l thal virtu:.lly none of the m;inagers currenlly employed hy the puhlic seclnr have lilllc 
or no cxpl·rienl·e of workinµ in ;i marki:t oricn1cJ, l'ompelilivc environmi:nt. Nor is the management structure 
suilahlc for a market orienled syslcm. Deparlntl·nls crucial lo the success of cntcrpri,cs in ;1 marki:l orientcd system 
;1rl.'. poorly dc\dopl'd m;1rkding ;ind public rebtions for in,t;mci:. Vl'fy k·w of the i:nh:rpri!'les currenlly prepare 
coslings on ;1 produrl hy producl. dq1;1rlmen1al or inpul ha'i'. 
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There can be no d11u'11 1ha1 1hc inlcrnal man;1gcmcn1 t~f lhc puhlic cnlcrpriscs \\ill haw 10 he radically rcslruclurcd 
if 1he~· arc Ill perform cffcl·riwly in 1h1.: fu1un:. In musl ca.o;es lnis l~-pc of rcslructuring will ha\·c 10 he undcrlaken 
hy consultanls hired from ahnlaJ. sinl·1..· such experli.-;c simply i_., n1ll a\·ailahlc \\ilhin Elhiopia - a numher of small 
rnnsultanl!. firms ha\'e Ileen cslahlishcd hul lhcse calcr mainly for small-scale enh:rpri.-;cs and haw linle cxpericncl.'. 
in lhc m;magcmenl of largc-sc;1le cnlcrpriscs. Already foreign rnnsultanl?. firms haw cnlen:d inlu prdirr.inary 
negtllialion.-; \\ilh lhc Ci1wcrnmcnl of Elhiopia lo ad\i.o;c on lhc inlnlductiun of new managemcnl lcchniqucs and 
systems. Technical a~.;islance al plar>I k\·d will he needed in a numher of fiddo;: pnlducl design and prcscnlalion; 
planl layuul anJ ergonomics: impk·mcnlalion of cumpulcri1cd accounling; prcpara1ion of inpul, invcnlory. sales. 
planl. pnlduct and personnel performance indicalors; regular (al leasl mtmlhly) a..'i.'iC5.'\mcnl or lh::sc indicalors and 
1hc prcparalion of managcmcnl acliun pnigrammcs. 

Few cnlcrpriscs \\ill he ahle 1t1 afford such scniccs on a commercial ha.'ii.'\ and 1hc Jonor cummunily \\ill he called 
upon hl a~'\isl. O\\ing lo lhc •:onsiJa;1hk ..:xpendi1urc im·ulwd - rcpulahlc managcmcnl cunsultanls arc much more 
cosily 1han consullanls in lcchnical fidd..;. \\ilh rnsls nflcn cxcccdin~ lwo lhousand dollars per man week - holh 
Jonors and planl man;1gcrs should unJ..:rl;1kc prdim!n;1ry diagnoslic sluJics lo id..:n1iry managcmcnl wcaknc~o;cs and 
nccd" on a planl fly plan! hasis. Such s..:n·ic..:s wuld he prmiJcJ al a low cosl lhniugh trl"DP's STAS pnigrammc. 
which pro\idcs cxpericnccd managcri;1l anJ lcchnical personr.d on shorl-lcrm .:unlral1s as \·ulunlccrs. 

Al lhc samc lime, E1hiopia musr Jc\·dop a caJrc or hu.'\int:s...; managers. The E1hiopian Managcmcnl ln.'ililull· (scc 
Section V .A) could pnwiJc lhc framcwork for holh lcchnical lraining and ctmsuhancy inpuls. Thi.-; may he 
supplcmcn1cd hy 1hc sckcliw use of fellowships for MBA prcigrammcs spon.'ilncJ hy donors. Donors may al~1 he 
ahlc lo arrangc shorl-lcrm placemen!'\ for managers in enlcrpriscs \\ilh a similar pnlduct profilc, where lhey may 
learn 1hc man;1gcmcnl 1cchni4ues approprialc lo lhcir own cnlcrprisc. Before such oplions can he con.o;idercJ, 
howc\·cr, a wmpn:hcnsiw needs assc~o;mcnl muse he undcrlakcn lo idcnlify faclory specific nccd'i. Thc Minislry of 
lnduslry is lhe hcsl placed inslilulion 1t1 c;1rry oul such a slul._y. 

JJ (1tk1•r Ulllf 111Ullllgt•riu/ it1Ct'llfi1·1•s 

The low lcwl of h;1sic wages prc\·;1iling in E1hiopia lca\·es considcrahk roum for lhc improvcmcnl of prclducli\ily 
1hrough inccnliw schemes. A sm;1ll numhcr of worL.crs. mo~:1ly in lhe h:x1ilc inJuslry. arc paid on 1he h;1sis or piece 
work. The majorily of workers arc. howe\·cr. paiJ wages. lTndcr 1hc 11.:rms of lhc Lahour Prodam;11ion of 197'>. 
salaried employees earning less 1h;m Birrt1:'\0 per monlh. aht1u1 9:'i per ccnl of all employees in FYJ98'1. arc digihlc 
for inccnliw p;1ymcn1s. A :'i per ccnl incrcmenl on 1hcir s;1lary is paid if a planl achicws an increase in gross 
pnlduclion. a I per cenl incremenl for an increase in bhour produc1iv;1y and anolhcr I per ccnl for an incrcasc in 
profi1ahili1y. 

Whcn lhc scheme w;1s inlroJuceJ C11rpor;1lions regi-..1ercd improved pcrform;mce hu1 m11-..1 m;magcrs ;1grce 1b1 lhc 
scheme is no longcr dfecli\c. F;1miliari1y h;1s rcmo\\:J ii' ;1ppeal. This is p;1r1ly hcc;IU\C lhc htinuscs. c;1kulalcd 
annu;11ly, h;1v..: no imp;1cl on wecldy l;1kc-h11me p;1y. Mureovcr. lhc honuscs p;1iJ ;1rc rcb1ivdy small. ) per ccnl or 
1111al ~l:1rics, cxduding \·;1riou-.. ;illow:mcc-... in FY 1'>8'11hough wi1h wide \·arialion~. The.: honus syslem also h;is shorl
cominit-" from 1he m;magers· poinl of \iew. II is nol inncmcn1:1l and -..11 d11t:s nol encour;1gc worker-.. lo push for 
grcalcr proJuclion, mercly 111 p;1ss ;1 lhrc-..hol<l: ii is nol rclalcd 111 tjt1ali1y; m;m:1gcmcn1 i-.. cxdudcd: ;mJ imprm·eJ 
profilahilily is rcwar<lcJ hy ;1 -..m;1ll llt1nu-... pulling prc-..surc on man;1gcrs lo ;1im fur increascd proJuc1i11n rl·garJk, ... 
of ils cffecl on prolil in onkr 111 rewar<l 1heir workers. 

A review of lhc prc-..cnl inccnliw sy-..11..·m n1111tl.1hcrdore. provide puhlic cnlcrpri-..c' wilh ;1 mc;m' of impro\·ing lht·ir 
performance. Such ;1 rc\·icw \\oulJ ~1;1\c 111 he 11ndcrl;1kcn :11 ;1 l\linislry lcwl sincc Corpc1r:11ion m;m;1! .crs Jo nol 
have 1hc aulhoriry 10 implcmcnl ncw w01gc -..chemcs :md lo cn-..urc 1h:11 lhc opporlunilie-.. arc dis1rihu1cd cqui1;1hl} 
hclwccn sn·tors. Whilsl rel;1ining lht· g:1in-,haring principle emlltlllietl in lhe L1llt1ur Pnicbma1i11n f,1r lhe work-force 
as a whole, ;1 -..ucn:s'\ful scheme mighl rcw;irtl \\orkcrs on lhc h;1'i' of person01l perform;mrc. This is a sen .. ili\·e issuc 
rcquiring c:1rdul 1ime-an1l·moli11n -..1utlil·s - lhc implcmcn1;11ion of \\hi1·h w1111ld re1111irc 1cchnic;1l :is-..i,l:mcc - and 
ncgolialion wi1h bhour rcprc":nl:11iw,. Such an inn:nliw -..l-hl·m1: mighl ;11,o link llt•nu-..e' lo 1111;1li1y. The 
inlnldlll'lion of incrcm1.:nh and ;"'t·-...,mcnl of lltm11'1.:' on ;1 m1m1hly r01lhn lh;an ann11;1l ha'i'. logl·lht·r wilh 1h1.: 
indusion of m .. n;1gn" and f>1m11,n f11r cxporl -..;110 mighl ;1(,11 he l·on,itlcretl. 
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A nole or caution: bonus schemes related to current performance, particularly prolit related bonuses. create a 
tcmpration for managers lo rundown their as .. .;c1s for the sake or immcdia1e gain by culling hack on maintenance and 
replacement.. Thi..-; can be a\'oidcd hy implcmenlation of strict maintenance procedures. 

Prices and distribmion 

Producer, wholesale and consumer prices of goods produced and di..o;lrihutcd through state channel-; ha\'e been 
wntrollcd since 1975, when the go\'ernmcnt announced a temporary price freeze (Public Notice No.18/1975). 
Recently. o\-crall responsibility for the determination or prices ha.-; pa."-~d from the ONCCP to the Price Studies and 
Policy Institute (PSPI). which reports directly to the Council or Ministers. Under the current procedures. producer 
prices arc determined on a C•lSt plus basis. lhc appnwcd margin.<; \"al)ing from pmduct hl product and depending 
on the pcrcei,·cd market demand. Corporation.<; must submit justilications - detailed cost hrcakdov.11s - for any price 
rc\ision on behalr or each plant to the MOI. usually once a year. When the Corporation's proposal is appnwcd it 
v.ill be suhmincd to the PSPI for further scrutiny and appro\'al hy 1he NCCP. 

In practice, enlerprisc price recommenda1ions arc frequently rejected and a number of plants ha\·e been refused price 
re\isiono; for more than li\'C years. If this results in los.o;es. the balance is made up through an annual MOI subsidy. 
short-term horrnv.ing fwm the hanking syslem and delayed sclllements v.ilh suppliers. Strict conlrol offers no 
opportunily for the plant 10 offsel unexpected increases in inpul prices by a temporary rise in their product price. 
Similarly, cnterpri..~s arc unable lo offer discounls lo clear cxces.o; slocL:. The ohligalion lo submit all new products 
and modilicalions to the price delerminalion procedure discourages managers from changing !heir product 
spccilications. Furthermore. guaranlecd margins discourage cost reduclion. 

Reform of lhe price conlrol mechanism kalurcs in 1hc go\'ernmenl's new poli'--Y package. The uhimalc aim is lo 
rcmo\'C lhe price conirol system ahoge1her and allow prices lo be de1ermined hy markel forces. E\'Cn though 
proposed ch:mges in lhe lariff s1ruc1ure and 1he de\'alua!ion or the Birr v.ill undermine 1hc price con1rol syslem. 1he 
governmenl considers 1ha1 the inna1ionary impact or marL:e1 pricing. particularly in !hose seclors where IPfa hold 
monopolies or quasi-monopolies. is loo risky 10 sweep away lhc conlrol mechanism at one go.31 lnslead. price 
controls v.ill he removed in lwo slages as compelilion de\·clops. This would ha\'e to be accompanied hy measures 
10 increase managcmenl aulonomy al planl lc\'cl and lherehy break up lhe monopolies held by 1he Corpora1ions. 
The food, lealher, lca1her products and 1ex1ilc indus1rics arc considered fairly competili\'e and will be 1he lirsl lo 
henelil from deregulaiion. As imporl lihcrali1a1ion progresses price conlrols \\ill be lir1ed in !hose seclors where 
monopolies or quasi monopolies exisl - for inslance lhe manufacture of snine melal prnducls and sugar prnces.o;ing. 
In these induslries. where domeslic compe1i1ion will develop slowly, ir al all, compelilion from imporls will ser\'e a!> 
the price regulalor. Price conlrnls on hasic commodities such as sugar. flour and cooking oil will he relaine.! for 
social reasons. However, as 1he outpul of essenlial commodi1ies increased lhey could gradu;1lly he added to 1hc lis1 
or unconlrollcd producls. The PSPI will conlinue 10 super\'i.<;e lhe price or essen1ial commodi1ies and seek lo prnenl 
monopoly renls. 

Aboul XO per ccnl of IPE ou1pu1 is markcled 1hrough 1hree s;x:ci;1li!ool puhlic enlerpriscs: the Ethiopian Domc!oolic 
Dis1ribu1ion Corporalion (EDD("). 1hc E1hinpian Re1ail Trade C1•rpora1ion (ERT(') and 1hc E1hiopian Household 
and Orlice Furni1ure Corpor;1lion (ETHOF). EDDC has exclusive distrihution conlracts wilh mo!ool of 1h1,; 
Corporal ions, 1hnugh !oohoe<o ;ind lc;1ther arc sold direcl In lhc ERTC and hcvcr;1ges arc sold direct lo pri••ale rclailcrs 
hy 1hc E1hiopi;m Beverage ( 'orporali~m. 01her exccplions arc I hose enlerpriscs producing perishable goods, 
chemicals. hulky i1cms such as cemenl, and a small numhcr of pla.11s which m;inufac1ure producls EDD(' has found 
difficult lo sell. These arc dis1rihu1ed hy lhc Corporalions 1hemsclvcs. 

EDDC operates as a dis1rihu1inn ;1µency, hirinµ XO per cent of 1hc vehicles it uses from lhe Ethiopian Freighl 
Corporalion (EfC) lo transporl producls from lhe factory g;1lc lo ils 1)) regional warehouses. Retailers purchase 
goods from w;1rehouscs. Ahoul 511 per cenl of the EDI>('\ lurnover is sold 10 en-operatives and olhcr m;1ss 
org;ini1a1ions, 211 per cenl 10 lhe ERT( ·;ind lhe remainder lo private rclailcrs. The EDDC huys al a lixcd cx-faclnry 
price and !>ells ;11 price th;1t covers its distrihution cos1s and a 2 per cent margin or a Ill ocr cent margin in the case 
of imporled µoo<ls. Rc1ailcr!>' margin" arc cun!>iderahly larger. Ahhough ERTC prices ;ire sci hy the PSPI, 1hesc 
;11low for ;1 15 pl.'r Cl'nl m;1rgin on mosl rnnsuma goods and up lo )I) per ccnl on lyres and luxury products. Priv;1te 
tradl.'r!> pun·h;"inµ good' from 1he di,1rihu1ion ;1gencics al conlrolled prices ;ire ahlc lo make suh!ool;1nlial scarcily 
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rcnls - 25 lo 250 per cenl marL: ur~ - ,,wing lo 1hc aculc shortage or many con.o;.umcr g,lllJ..o;. in g,wcrnmcnt anJ 
ma..'\s-,,rgani1a1i,m Slllres. This is e4ually lrue of SSls. wh~lSC prices arc nol conlrnllcJ. 

Cli.:arly. thi.: marL:e1ing system hcndils n:tailers al 1hc expen."I.' or proJuccrs. Corporati,,n.., al'\ll complain 1ha1 1hi.:~· 
ha\·c no c'mtact wilh anJ s'' liuli.: ki.:Jh;u:L: fr,,m thi.: com.umi.:r. EDDC rdorts thal Corporalion managi.:rs. inli.:nl 
on follilling their proJuction iargets. turn a Jcar car hl 1hi.:ir ri.:rnmmi.:nJalion.'i. on pnldu\."t mi.". Ji.:sign anJ qualil~-. 
As a rcsuh manufacturers haw hccn affi.:cti.:J tiy thi.: pllllr sales performance or somi.: g,lllJ..., anJ largi.: slocL:s or 
un...alahlc iti.:ms (housch,,IJ u1i.:nsils. Sllmi.: lypes or shoes. h1wds anJ olhi:r li.:xtilcs in particular) havi.: accumulatcJ 
while con.,.umers faci.: aculi.: sh,,rtages of many other !!'"'d' (sugar. tiancrics anJ photo-cop~· paper. for in.'\lancc). 
In rcci.:nl years lhesc s•ocL:s haw reacheJ JO per ccnl or lhc EDDC"s turnover. A surwy unJcrtaL:i.:n in llJS.& 
re••calcJ lhat the accumula1cJ shlCh of fini. .. hcJ gllld' awragcJ 57 Jays for Minist~· or lnJust~· supeniseJ 
Cnrpllra1ions tiu1 rcachcJ 12-1 Jays in thi.: casi.: or the Textile Corpl1ration. 

Some Corpl1ra1ions arc cag..:r 1l1 ,.1rcngthcn lhi.:ir conlal1S wilh lhi.: consumi.:r tiy unJcrtaL:ing their own Ji.'\lrihution. 
lherctiy allowing 1hi.:m lo taL:c 1hi.: Jistritiutors margin. 01hcrs woulJ liL:c to sccuri.: mori.: fli.:xihle agreements wilh 
lhi.: EDDC, which generally insisls on Jis1rihuting all or noni.: of an enterprise's pnldul1ion. ProJuccrs woulJ al°'ll 
heni.:li1 from gri.:atcr compe1ition hc1wi.:i.:n Jistrihutors anJ ri.:tailers. The succes." or the reforms proposed for the 
pricing s1ruc1urc depend on 1he lihcrali1a1ion or lhi.: Jis1ritiu1ion s~-slcm along lhcsc lines. Thi.: pri\-alc ownership 
or 70 per ccnl of the hi.:a,·y whidc llci.:t will focililatc 1his proccs.' since privalc traJi.:rs will he ahlc lo compete \II.ilia 
EDDC for !heir scniccs anJ lhosi.: or lhc Road Transpl1rt Corpliralion. lndccJ. 1hc Jis1ritiu1ion s~-stcm "ill he 1he 
firs! hi henelit from the reform pad:agi.:. 1hi.: gmi.:rnmcnt\ challenge "ill he hl encourage the rcJi..,trihu1ion or prnlils 
inlo in\·cslmcnt in rinlductive assels. 

Tt•dmo/01._'\. u11cl .\fui111,·111111n· 

In Elhiopia h:chnological Jc\·dopmi.:nl is scen as an inti.:gral part or 1hc inJu..,.triali:ratinn proccs.'\. This is reflected 
in lhe gm·crnmcnl's prdcrencc f,1r brge·scalc inJuslrial projects which use complex. modern tcchnoloi:.~._ Thi.'\ 
industriali1ation slralcgy h;1s incre;1scJ lhc manufacturing scclor"s technological JepenJence. even though the 
governmcnl has gi,·cn priori1y 10 prnjccts in 1he lidd or import suhstitution. All 1hc machinery used in large-scale 
projecls has to he importcJ. So d11 lhi.: sp;1ri.: parts. This causes a hea\)' foreign i.:xchangc oullay at the project 
implement;1tion phasi.: ;ind a slcaJy Jrain on foreign exchange carning.o; as lhc pf;mts import spare·parts and 
pr1lduc1ion components 1h.11 ;ire n111 ;1vaibhle wi1hin E1hiopia. Mosl or 1he plant~ ha\·e hccn designed ahroad and 
E1hi1lpian engineers ha\c pbyeJ a sccond;1ry nilc in prnjecl implcmenlalion. l"onscquen1ly. lhi.:ri.: has heen liulc 
opporlunily for E1hiopi;in 1n·hnici;ins lo di.:vdop 1he rcl1uisi1e skills. The gowrnmcnl is aware lhat lc:chnological 
dependcm:e is a slumhling hl.ick on 1hc p;11h h1w;,rds sdf-sus1ained industrial dewlopment anJ has takcn tentati\·c 
sleps 1l1w;irds thc es1;1tilishml·n1 of ;1 n;ilion;1l 1cchnological c;ipahili1y. 

A prcrcquisilc 111 1he dcvcl.1pm1:n1 of ;i na1i1m;il lechnologic;il c;ip;ihilily is an exp;1nsi11n in 1hc numhcr of personnel 
wi1h tcchnic;il anJ scicnlilic skilk There is ;1n ;1cu1i.: shorlagc of such pasonnd thniughnut lhc economy (sec Seel ion 
\'.A). While the go\·ernmcnt"s priorily in lhc cJuc;ilion scclor rcmains the cxp;insion of prim;iry anJ secnnd;iry 
eJucalinn lo cn,urc lhat 11ppor1uni1ics arc open lo ;111. in rcccnl years ~re;11cr a11cn1ion h;1s hcen givcn Ill thi.: 
de\-clopmcnl of rnc;11innal. pol~1cchnic :ind uni\crsily i.:duc;11inn in lcchnic;1I ;inJ scienlific suhjccls. The Minis1ry 
of lnduslry has ;il,o soughl 111 cxpaml ih 1r;1inin)! f;Kili1ics 1hrough 1hc csl;1hfo;hmcn1 of speciali1ed inslitulions ;ii the 
l'orpl1ra1ion ;ind 'cclnral le\·d. The Ekc1ril·;il anJ Elel·lrllnic, lns1i1u1c w;1s sci up in ''>S.' lo provide lr;1inin!! in 1hc 
manufacturc, maintcn;incc ;inJ opcroilion of dcclrical cltUipmcnl. The Minislry of lnJuslry. with technical ;issislancc 
from u:--;100. hopcs to dcvcl11p ;1 pil.11 foundry for tc;ichin!! ;inJ lr;1inin~ in lhc liclJ of mc1;1I c;isling ;1ml ;in 
Enginccring lrainin!! cenlre ;ii lhc rcccnlly wmplch.:J r\k.tl.i Sp;1rc P.1rh F;K1l1ry. Jlowc\cr. ii will he somc lime 
heforc lhe cduc;ilion syslem c;in gcnn;1lc ihc cn!!inccr' ;ind in·hnic;1l sl;1ff nceJcd Ill 'cnin: 1h1· exi,ling imlus1ri;1I 
infr;i,lruclurc kl aloni.: lhc pbnncd cx11;1n,i11n ,,f c;ip;1ci1y. 

Tl:e gll\·crnmcnl has also soughl lo cslahli,h 1hc nucku-• of a rcsc;irch and Jc'i!!n l';1pahili1y 1hrou)!h in,1i1u1i11n;il 
dc\dopmcnl. The liN slcp in lhi' llircction w;" lal.cn in l'ISll wi1h lhc inau!!uralill~• llf thc E1hiopian Tcchnolll!!Y 
('cnlrc (ETC) wi1hin lhc framework of DPSr\. Thi' in,1i1111inn ha' a hroad m;mJ;111· Ill: 

prepare cnlrcprcncur' lo prq1;1rc ;1 r1hll°f of lcchnology 'upplicrs wi1h dc1;1il, of lhcir capahili1ic, and 
limil;ili1m'; 



·~ 
examine lhe sui1ahili1y of \-ariou....; lcchnolt~ies included in domeslic or foreign 1~menl proposals and lo 
propose al1erna1iw solulion...; for an inlTca.'iC in lhe share of Elhiopian manpov.-cr in lheir excculion~ and 

car~· oul sullsccror studies wi1h parlicular cmpha..'i.' on lhe op1ions open lo E1hiopia al ils. currcnl slagc of 
de\-clopmenl. 

Unfortunaldy, ETCs al"ti\ilies arc circumscriocd hy lhe limi1cd numocr of sla!f a\-ai!ahlc. U!'OID<> currenlly 
pcmidcs as..">i.'>lancc lo hdp slrcnglhcn lnc in...ailulitm's lechnical capahili1y. Polenliall~-. lme of ETC's most importanl 
facililics is 1hc pro\i.">ion of a n:gi...;rer of design and research facili1ics. Ba..ic research and design v.1lrk.. particularly 
of an adap&i\·c na1ure, i."> undertaken in E1hiopia hul 1hcre i_._ no c.:nlral informalitm scnicc v.itich pbnl managers 
can consull. This i_._ equally 1rue of 1hc hody of inlernalitmal research. UNID<> currenlly pro\iJes lechnical 
assislancc in lhe field of informalion lcchnok'b'Y lo address lhi."> problem. This should a.'>-">isl in lhe idcn1ifica1ion of 
appropriale lcchnolo~.'Y-

Translalion of r.:scarch and design rcsullS inlo production uhimaldy depend"> on lhe de\·dopmenl of an engine.:ring 
capabili1~-. Unlil lhe early l'~)s lhcrc wa.' \irtually no engineering indu....;rry in Elhiopia. Thi." v.-as rect~nizcd a.."> a 
major handicap lo indu...;rrializalitm and. in lhe TYPP. 1he g1w.:rnmenl planned a numocr of large-scale engineering 
planls lhal would prmide a founJa1ion for fu1ure dewlopmenl anJ douhlc lhe melalwork.ing SCl1or's share of 
manufacturing oulpul. Undouhlcdl~· 1hc mosl imporcanl de\l:lopmcnl in lhi."> fidd ha....; occn lhe Ak.ak.i Spare Parts 
Factory which, ocsidcs i1s oulpul of spare parts. v.ill prn\iJe a lraining group in ha.,ic engineering skill">. Planned 
dc\l!lopmcnls include ha....;ic a.'>...;cmhly operalion..; along lhe lines of 1he Nazarclh Tractor Assembly Planl v.ilh a 
pha.<ied in1rnduction of local!~· manufal1Urcd componcnls. 

In lhe early Jt~)s most fal1orics had madcqualc mainlenance procedures and managcmcnl supeni...;ion in lhi."> field 
wa.'> weak.. To addres."> lhi. .. prohlcm lhe Mini...;lry of lndu..\lry puhlished a mainlenance manual in 1982. gi\ing 
guidelines on how lo esrahli...;h a lhorough mainlcnance pn~ramme. Thi...; was hacked up hy planl \isils hy Mini...a~· 
of lndu..'>lry supcni.">tlry Slaff who soughl lo lailor mainlcnancc programmes lo lhc need.; of 1he facto~-- l'Ocverlhdcs...;. 
a recenl queslionnairc sun·cy rc\·caicd lhal mosl planls have slill nol cs1ahlished approrrialc mainlcnancc 
programmes and many others do nol follow lhc cslahlishcd 1miccdurcs_.i/ The sludy concluded lhal closer 
supenision hy lhc l\lini.,1ry would oc nccc~-.ary 111 cn .. urc lh;il mainlcnancc prticcdun:" an: implcmcnh.:d. 

Dm11estic re.~01m.·1· lllili:utimr u11cl im11mn·1/ /i11kug1:J 

E1hiopian induslry is hca\·ily dr.:pcndcnt on imporlcd capilal goods. raw m;ilcrials. inlcrmcdialc good..; and '\pare parlS 
(sec Section II.JI). To some cxh.:nl lhis rcflccls 1h1: \\Calmes.' of lhc domcslic induslrial !i.tructurc - 1hc allscnce of 
hasic and engineering induslrics - hul much of lhc induslrial !1.Cclor also faces shortages of domcslically produced 
raw malcrials and inlcrmedialc ~nods. Where supplies of r;1w malcri;1ls arc inadcqualc lo mc.:t demand 1hcy arc 
rationed h~· lhc Corpor;11i11ns. lhc !\IOI ;md 01':(.'(.'P on lhc ba . .;is of annual budgclS. Priorily is given 111 1hc puhli.: 
scclor - and cxporling cnlcrpriscs in p;1r1icul;1r - in lhc all1ic;11ion of scarce raw m;llcri;:ls. 

SSls also suhmit annual rcljUc'ts for ;;1w m;1lcrials which arc ccnlralizcJ al sccloral level by llA~IDA. The SSls' 
alloca1ion is dclcrmincd by Ol\:('('P. llASIDA lhcn all1icalcs its raw m;1lcri;1l, hudgcl by providing cnlrcpn'.ncurs 
wilh lcllers of au1hori1;11ion pcrmilling lhcm 111 purchase malcri;1ls ;11 con1n11lcd prices Crom sl;1lc dislribulion 
agencies. Al bolh a 'cc111ri1l ;md pbnl Incl lhcsc allocalions mccl only a Craclion of 1hc rcquc!i.ls, leading 111 aculc 
shorlagcs among lhc SS!s. Thc'e ,hor1;1gc' encourilgc arbilragc (lhc purch;1sc of inpuls ill conlrollcd prices by 
liccn!l.Cd proJuccr" for sille r;11her 1h;m use in produclion) ;md force SSls lo purch;1,c lhcir inpuls al infla1cd prices 
on lhc par;1lld m;1rkc1. Some SSh arc 1h11ugh1 lo h;1vc dosed lcmp11r;1rily hcc;msc lhc r;1w ma1eri;1ls were nol 
available and lhc gmwnmenl h;1s b;tnncJ new SS( in\"C~lmcnl in lhc lealher and hides indu•.try hcc;1usc lhc !i.Upplics 
of raw m;11crials arc insufficicnl lo mecl 1he needs or exi!l.ling public c;1p;ici1y. 

Facloric, musl u'c dome,1ic;1lly produced inpuis where lhcsc ;1rc av;iil;ihlc even 1hough 1hesc arc 'ome1imcs or lower 
qu;1li1y, more irrq.!ular in 'upply and have ii higher price 1h;in 1h11sc ;1vail;1ble on lhc world m;1rkc1. The price or 
E1hiopian collon for in,lance j,. approximalcly ."\5 per cenl hiJ.!her lhan lhc price of wmparahle imporh. Similarly. 
hrewerics use locally m;1dc holllc' even 1h1111J.!h 'imilar producl' wuld he imporlcd al 1w11-1hird, of lhc co'I. 
lncvitahly, lhc requirement lt1pun·ha'c1l11mc,li1· inpuh ref.!ardle's of pri(e ;ind 1111;1li1y rcdu(e' 1hc indu,1ri;1l ,eclur·, 
in1ern;11ional c11mpc1i1iwne" and polcnlial cxporl earning,. 



UM' ca~-ily ulili,alit•n in a numll\:r of fa.-1o•ric:, ma~· he: lral-Cd llacl lo 1hc: irrq!ubr ddi\·c:ry ,.r c::...'t.:nli.tl raw 
malcriak Sinn· 1hc: di,1rihu1i,•n ,,j raw makriab j_, man~cJ hy· 1hc: ruMic Ji...rrillulion anJ marlc1ing ~"Cnl·ic .. and 
rriccs an: liXt.·d. c:n1crrri"'-'" hJ\C: link n•nln•I o\·c:r !heir inrui-.. Thi., \TC:alc: .. a long·ll·rm rlanning rr1iblcm where 
Ilk: growth in manufa1.."1uring c;.apaci1~ i., n1>l alway°!' co·orJina11..·d wi1h an innc:a.'C.: in lhc: rr•lliUl"tion ,,f inruis. In 1hc 
~rinlllural "n"tor. for in..tanff. 1h1..· inJtblrial c:a.'h cro~ mu..t c:ompeh.· fnr scarce rcsnurcc:s wi1h 1hc "'-"l"toral rriori1y· 
of iDlTC:a.'Cd f,..._iJ rniJUl"1k>n. 

A solution to thi..;, prohlc:m may· he h• c:nl"l•uragc dirn"1 conla\"1 h.:twcc:n the pniJUl-Cr anJ ~he c:on..;,umcr ,.r raw 
malcriak Thi..;, j_, alrc:a1ly f"l:...'iMc: f.•r a kw pniJUl"1S. For in...ran\·c. a !">pil"l: cXlral"tion rianl •tpcraling under lhc 
National F1·"iJ C1tr('<•ra1ion ('.';Fl") ha., "igm:J a conlral'l wi1h a Ctl-1tpcrali\c to rr•iJun- pepper. The fach•ry 
rurcha....:J and di...rriiluh:J imrnwc:J -.cc:J., In !!fOWC:r" and 1>ffc:.-s a higher rril'C (8irr711 per quintal l·nmr;irc:d •-ilh 
Birr~) per quintal) lhan A\IC lhe normal di.,trihulion channc:L It h;i..;, lherchy· h.:c:n ahlc: to a_.;,surc f\.-gubr surrlics 
1.f suilahk quali1y· iuruis. l"'f( · h1•pe:o; lo cXlcnl 1hi., form 1.f 1•ut·gr&Ml:r contral'l lo C&Htpcrali\·c:s anJ pca.'ianl farmers 
rroducing a range: of a!!ricuhural raw ma1c:ri;1b. An ahcrnali\·c arrroach L'i. wrlical inlc:gration. whcrchy the fal"t&H} 
h.:cnmc: .. Jirn"tly imohc:J in the rniJu."ti.m oi ii... raw malc:riak for e~1mple. an c::...-.cnlial oil mill al \\'cnJo < ic:ncl. 
opera1ing unJcr lhc '.'\;.a1i1•nal Chcmic;1l l-.•rpora1ion. ha., rurch;1,,....·J land from lhc nc:ighhouring Pca.~ml A:.....,,.>cia1ion 
In ruhi\-ale lhe kmnngra.''· !!c:ranium and c:ucalyptu' c:ilr.>idora nc:c:JcJ for rr1iJUl"1ion. Al rrc:..c:nl. dircl'l conlaCI 
fl.:IWC:C:D lhe factory anJ pniJu.:c.:r j_, limilc:J h> a minUIC rrorortion of lhc hlCal inpul:o; and re..tril"teJ (0 lhc: 
agricullural SC\."1or. If re.·enl initiali\c" pro\&: "uccc:...,ful 1hi' pral1ice could 11': eXlc:ndc:d. 

In orJcr lo reduce lhc: con.,umpcit•n ni imr<•rtcd inrui.. 1he !!"\ernment should al"' c:nenurage linlagc:s flc.:1wccn 
cnlcrrri.'>Cs. The rre..c:r.I l"nr('<•rati1m ,,.aructurc ha., facililalcd wnical inlcgralion wilhin the puhlic sector hul 
inhihih:J linla!!e" •-ilh :-;mall·...:alc.: manufal1Urcs. Of ranicular imp.•rtancc In the dc\"dopmcnl of such linkages L'i 
lhc cslahli.,f-mcnl of .. uhconlr;ictin!! arran!!cmcnh. Thl·sc pro\-idc ncxihili1y-. allo•-in!! large cnlc~!1risc.: .. lo resp.1mf 
In nu\.1Ualion.' in Jcmand .. wi1hnu1 ree&•ur'c In cn .. lly inw .. 1mcn1. anJ generate economics of scale through 
.. pcciali,alinn. A framcwnrL. for lhc ,.uh.:ontr;11.."1in!! rnnlral1S :-.hnulJ he: cslahli'ihcJ anJ lhc Mini. ... ry· or lndu...ar} 
shoulJ lake an acli\e role in iJcnlii~-ing thc ,·n1crpri,,....-:-. lh;ll can p;1rti'-·ira1c. The lir:-.t sh:p in such a proccs.' mu.'il 
fl.: the prcp;1ra1ion of ;1n inwnlnry of manul.iclun.:" and lhc 1•niJuc1 lines 1hal can fl.: pniJuccJ hy cxi,ling planl. 
Once ~u'-·h an imenlory h;1, hccn Ji-..,1.·mm;llc:J .:nll:rpri,,....-, •ill fl.: ;ihlc 10 iJ.:nlify 1,,.·;11 .. uprlicrs. The l\lini:•lry· of 
lnJu:-.lry m;1y ;il-.o he ;1hk h• p.1r1i.-ip;11c in lhc n1.·!!••li;1lion of .. ui1ahk .-nnlr;1l1U;1I arran!!cmcnls . 

. \fol>ili:i11g 11rin1rt· waor rn111m·,·\ 

l'n1il 1h1.: promul!!;lli11n of -sm;1ll-Sc1k 1111.lu,rry lk\dopmcnl < ·ouncil of Stale Spcci;1I Dccrcc" ( N1•.1>/ 1'11'"1) in July 
NS•>. 1•pp.•rluni1ic-. for pri\;1lc 'cl'lor p;ir1i,·ip.1lion in lhc inJu,1ri;1I ,...-elnr w..:rc rc .. 1ric1cJ h• a limi1cJ rangc of 
-.mall-.. c;1k \cnlurcs wi1h ;1 G1pi1;1I c1.·ilin!! ,,( Hirr.'4111.IUI unJ.:r 1hc lam .. of the -c ;,1wrnmcnl < )wncr .. hip ;md ( ·on1rol 
or1hc !\le;m' ,,r Pr1llluctinn Pr,,.·l;im;1lion" ('.\11.~r./N-:':'i) - r;1i,c:J lo Birr! millinn in April l'll'i:'i. Th1: Spcci;1I Dccrcc 
or l'l:-1'> w;1iwJ rc: .. 1ri,1ion' in 1hc lid.I of pri\;11..- -.cclor in\c-.1mcn1 in inJu,tri;1I projcch - 1hough each projn·1 is .. 1ill 
suhjccl In !\lir.i,1cri;1I appr1t\.1I. II ;1ho r;1iw1l 1hc im1:-.1mcnl cc:ilin!! lo Birr2 millio~ in 1hc G1sc or projccls tin;mcc:J 
hy inJi .. ·idu;il .. ;mJ Birr~ milli11n for r·•rln.:r,hip .. anti l'•l·Op.:L1li\c ... Funhc:rmnrc. imli\iJu;1b ;1nJ parlncr .. hips were 
;1llow1:J lo own -.1:\\.·r;1l ,·n1crpri,1.·, ;" lt>n!! ;1, lhc lnl;1I c.1pi1;1l 1fiJ nol .:x1·.:c:J Birr~ million in lhc c;"e or indi\idual .. 
;mJ Birr~ milli1in in 1h1: CIW or hu,in1.·" Of!!;mi1;1lion,_ Thcr.· wcrc nn re-.1ridion-. nn lhc h•lal c;1;1il;1l of cnlcrpri .. c:-. 
nwnc:J hy rn·11pcr;1li\l·,_ Tiii.' pri\.11•· ,u·lor ""·k .. nwJ 1hc inai.:;1,c in 1hc inw,lmcnl ccilin!! ;mJ 1hc opportuni1y In 
C\l;1hli'h .. uh,itli;1r~ pbnh. 11 .. w..-.. ..-r. ii "·" '""n d..-;1r 1h;1l ;1 n·ilin!! ;11 ;my kn-I · c\cn lhou!!h ii j, Jiflii.:ull lo 
cnforcc in lhc ;1h,1.·n•c .,f ;i 'lalulnr~ rcquir1.·m1.·n1 lo 'uhmil h;1tm1·c -.hcch for fi,c;1I purpo-.c-. · wnulJ impede lhc 
!!fllW1h or SS!... 

,\ fur1hcr rdnrm to lhc im..-,1mc111 ,-,,.le w;" prumulg;111.-.I "' "( 'ouncil of S1:1lc Spci.:i;1I lkn1:c on lnw-.lmi.:nl 
No.17/•>ff ''°:'I.ti~''· '"••rll~ .1ft1.·r 1h..- WorL...-r·, 1';1r1y 11f Ethiopia ;1ppr11\cd lhe J!O\l."rnmcnl's reform p;1d:a!!c. II 
;mnoun1-c:J 1h;1l onl•v a limi1ctl r;1n!!c of ;irli\ilic, would ltc r1.·,crvnl for lhc "l;1lc (lhc Jdcncc imlu .. 1ry, pt"I ;md 
1clnnmmuni1·;1li11n'. r.ufi11 ;mJ 1cl1.·\i,ion hro;uk;"ring. ;1ir rail an1I brgc--.r;1lc -.hipping 1r;m-.ror1) whik -.omc nlher 
;1cli\ili1:, r.·quir1.·J 1he appr11\;1( ,,f 1h1.· C • .. 11111.·il of Mini,rcr, ( clc:l"1ri1.· light ;mJ pc1wcr. hank in!! ;mJ in-.urance, 'upply 
11f pol;1hk w;1la ;m.l 1oh.u·&'11 pr,,.·,·"in1~). 1hrowin!! 1111.' n1inomy ll(ll'D lo pri\;1le 11;1r1i .. ip;1lion. II ;11,o climin;11i.:d 
llw ccilinJ.! on pri\;11« wdor ir.\l·,1rn1.·n1 ;mol wi1knnl 1h,· r;111;..:;· of hu,in1.·" ;1'''"·i;11ion allownl 1t1 par1irip;1ll' in 
inw,1m,·n1 p~ojn·h. Bnitk' 11r.Iin.1n. 1~nll'r 11 ;111.I limi1nl p;1rln.-r,hip-.. 1hi.: !!••\l'rDllll'fll aHownl imc,i.1r' 1t1 
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cSlahli...Jt joinl \1:nluri:s.. pri\·a1c: limi1c:J c:nmpanic:s ;mJ share: Cllr.tpanic:s. Thi.' measure wa..-. cs."Cnlial if lhc pri\·ah: 
sector wa..' hl p.;util;palc: in mc:Jium- anJ largc-scak pn,jn1s. 

Further k!!i.,la1ion will flC rcquircJ if 1hc: nl \I, form~ of a.'-'ticialilm arc lo work dlicicn1!y anJ 1hc righ1s of inws1t1rs 
arc lo he guarJc:J dkl.1iwl~-. Special Decree: '."1:,\.17 /•Jtl annnunccJ lhc cSlahli.,hmcnl of a ·1nwsrmcnl Cummincc·. 
ch3ircd hy a Dcpuly-Pr!mc: :\tini...r..-r. whi ... ·h would al1 a.' a ·walch-d·~·. cn.,uring 1hal lhc rig.his of im.-cSlors were 
rcspel.1cd. Bul. ils manJalc: appears lo C:tWCr lhc ·rig.his- or inwSlnrs in rdalion (0 1hc :nvcs1mcnl inccr.li\"CS ofkrcd 
b~· lhc go\"\:rnmenl ralhcr lhan li1iga1ion f\C1wccn lhc in\"Csll\fS lhcmsdws. Thi.o; will remain lhc manJalc or lhc 
judicial s~~rem. Aflcr fiflc:en yc:ars ,,f cen1r;1l planning. lhc judicial s~"Slcm ma~· nnl flC wdl equipped - in lcrms of 
lc~lion and c:xpc:ricnec - lo deal wilh 1hc areas of li1igalion lhal arc likd~- hl ari.o;c. Nor \\ill crrcnl kgi.o;lalion 
offer sufli.:icnl prolCl1ion In im·eslors. parlicularly ,.i1h rq!arJ hl share companies. The prcparalion of such 
lq!i...l;i1ion anJ approprialc li.Uper\"i.~'~ au1h,,ri1ics ma~· wdi ilc an area worthy of lcc:hnil.·al a.'i...-.istanl"C. Certainly. 
foreign inwsh,rs will flC rdu ... 1an1 lo rarlicipalc in jnin1-wn1ur.:s whc:rc lhcir kg.al rights ;md juJicial procedure~. arc 
ill-dcfincJ ,,r unfamiliar. 

The dc:nec:s ,,f I'~") anJ 1'1'111 also wi:nl l'.llmc way hl rl.·Jucinr lhc hea\-y la.'{ hurJcn or privalc scclur enli:rpriscs. 
Sinl-C 1'17S cnlcrpri.o;cs owncJ h~- inJi\iJual' haw paiJ laxi:s on a progrc:s.,i\·c: scale from ! I per ccnl In S') per ccnl 
for lru'ISI.." earnings pmfils owr Birr.'«•.11011. P;1rtnc:rships pay laxc:s al a fla1 rah· of 50 per ccnl (lhc same rale a."' IPEs) 
while C•l-uperalivcs arc granleJ lax c:xcmpti•'n.'. Since auJi1cJ accuu~rs ;1r.: rOirdy a\·ailahlc. lhc R1:\·cnuc Au1horily 
makes a suhji:ctiw a..;._o;cs.,mc:nl of rcwnuc whic:h cnlc:rpri.'t!s ha\·c Jifficulty appealing againsl. lhcrchy forlhcr 
incrca.,ing lhc c:ffcctiw k\d ,,r lax;11ion. Such high ratc:s of marginal anJ awragc taxation Ji.,cour;1gi: inwSlmcnl 
and im.Ti:a.o;c lax c\·a.,it m. 

While: lhc lq!i.'ilalinn C•Wcring laxalitm remains in placi:. 1hc i'>S') SSI Jcc;cc pro\iJcJ cnlcrpri.o;cs cxpor1ing a: kast 
Ii) per CCR( or lhcir proJucti.,n wi1h a four yi:ar tax htlliJay. Artidc IS(.~) al't) allowi:J for a fiw ~·c:ar lax holiday 
for cnlcrpri.,cs estahli.,hcJ in "particular places JcsignatcJ hy the Council of Ministers·. though it is unclear whether 
thi.o; rdcm.:J hl lhe region.' or the industrial cslah.:s 10 flC huilt hy the MOI (sec !\Clow). These inccnti\·cs were 
incrca.o;cJ cnn.,iJcrahly hy 1:1c 1'1'111 Dccrc:c which rr••\·iJc:J for tax cxc:mplions for: 

a. up hi two years fur im·c:stmcnls l\Ctwc:cn Hirr5011.tltlll lo Birrl million; 
h. up lo thrc:c: yi:ars for in\c:slmc:nts hc:lwec:n Birrl million anJ Birr) million; amt 
c. up lo fin: yc;1rs whc:rc lhc: inwslmi:nl i:xn:eJs Birr5 million. 

In aJJition. thc:re arc sc;1kJ i:xc:mp1ions for lhc exp;msion of cxis1in!! plan! ;inJ aJJitional inn:ntivc:s for in\"cslmcnt 
in prderreJ arc:as in lhe form of cxlc:nJi:J lax holiJ;1ys. 

Meanwhile 1hc !!•iwrnmc:nl i., ct1nsiJcrin!! pbn" 1t1 Iowa the rah.: of corporalc 1ax;1tion (curn.:ntly 50 per ccnl) anJ 
the extn.:mdy hi!!h r;11c t1f income l;1x k\·ic:J on the pr.•lils of unincorpor;11cJ enlc:rprises. A reJuclion of 1hc: lax 
ralcs would he a far ni.ire dfccli\e me;ans of pr11mo1in!! h;1bnceJ c:ccm•imic !!rll\l.1h lhrnu!!h pri\;1le sc:clor inwstmenl 
than 1he la., ht1liJ;1y sysli:m in1roJ1:ceJ hy the t•r)tl Jccrc:c. Firslly. reJuccJ levels t1f 1;ix;11ion W•lulJ hcncfil cxisling 
enlc:rprises. allowing I hem ltl ri:1;1in inc1m1c fur cxp;ansit1n. Secondly. lhc l;1x ht1liJay ;1pplies only to investments ahuve 
Birr:'illtl,lltltl anJ thi:rchy cxduJc:s sm;1ll-se;1lc cn1i:rprisc:s. l \msequenlly, 1he lax holiJ.1ys ;ire most likdy tu hcnelil 
foreign in\eslors (forci!!n im·i:s1t1rs ;1lrc;1Jy 1-.c:nc:lit from t;1x holiJ;iys unJc:r 1he c:xis1in!! Jt1in1 Venlurc l'oJe, sec 
hclow). Thirdly. lhc tax holiJ;1y syslc:m will f\Cndil those in\·cstin!! in capital inlcnsivc enterprisc:s hv effectively 
suhsidi1in!! c;1pi1;1l. Thi .. will k;1J ttl ;1 mis;1ll11c;1tion of rc:sourcc:s since E1hit1pia's c11mp·1ra1ive aJv;1nt;1ge lies in 
l;1huur-in1t:nsive m;anufocturc:. II will at-.11 c:nc1iurage lhc import;1tit1n of c:xpc:nsive equir.mc:nl from ;ihrnaJ anJ 
thcrehy redu.:c possible linb!!c:s lo lhc: Jumc .. 1i.: cn!!incering sectur whilsl rcdm:ing 1hi: ni.:1-forcign cxch;mgc ~ain. 
l.as1ly. lhe lax holiJ;1y syslem may c:ncour;1ge the: Je\dopmcnl or ma1,~in;1l footloose imluslries which might relocate 
once lhcy hccome subject lo th..: full hurdc:n 11f l;1x;1tion. Al prcsenl a unilicJ lax :•yslem for incorporaleJ and 
unincorpor;itcd i:nli:rpri .. cs is unJcr Jiscussi11n, ;1iong with pl;ans for ;1 rcduc1ion in 1he level of husini:s..-. l;1x;11iun 
aero .... lhe h11;1rd. If tho.: reforms arc: intr11tl1Ki.:tl. lhcy will provide a for more: ;11tr;1cli\·e incentiw lo lt1ng-1crm 
in\cslors than the t;1x h,1litl;1ys ;" wdl ;" gu;1r;an1ec:in~ .: rnori.: dlil·il.·n1 ;1ll11l·;11ion of n.·sourl'l.'S. 

The prohlcm of low ll'l·hnoln!!Y in the SSI sl.'l·tor was addrl·,,l·J hy lhc l'>X'> Jenee lhrnu~h provision for lhc duly 
free imporl of m;1chincry for the c .. 1;1hlish1m·n1 of ;an cnti:rprisc, rcplaccmcnl uf machinc:ry thal h;as folly dcprecia1cd 
or where l.·xp;m ... ion is jml!!ed to rc:sult in a ... uhst;in1i;1I (thou~h unspc:cilicd) innc;"e in prodm·1i11n. These inccnlives 
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were extenJ\.'J tu all pri\·at\.' St:Ch•r cnh:rpri:.\.':. hy the Jccrce of J•l'JO. As ~"Cl it is undcar whether 1hcsc mca.o;ure 
"Ill.ill Ile accumpanieJ hy an incre;a:.c in the nnicial foreign exchange allocation for imcstmcnt in the pri\-ate sector 
anJ whether the Juty excmpti1•ns will l"I\: extcnJcJ to rnwr good' importcJ unJer the franrn \"alula system (sec 
Foreign Etchangc Allocation hd1•wi. If'"''· 1inly a limitcJ number of Ethiopian own\.'J enterprises will be ahle tu 
benefit from the rcJmxJ w:.t ,.f impt•rteJ m;aehinery. 

Owr 1.~tlO pcrsllns had suhmittcJ applic.:;itillns Ill llASIDA. the SSI licensing aulhurily. "ithin liw mllnlhs uf lhe 
1%") decree being prumulg;atcJ wmparcJ wi1h-Mlll applications in the whole of l'IS.'\. This indicates holh the pri\·a1c 
sector"s interest in the cstahlishmcnl ,,,. SSls amt the rnnsiderahle liquidity uf the trading community. which ha.o; 
prO\idcd m1-r.>I of the ;applicants. llASIDA is. howner. unahle to cope "111.ilh the Jduge of applications. 

llnder th..: terms of Prncbm;tlilln No. I ~-'i lll77. SS ls mu..o;t apply lo llASIDA for a licence. The appli.:ant necJ only 
pw\idc a few lines identifying the type of prnjcl1 proposed. A temporary licence is granted while HASIDA 
undertak::s a detailed fcasihili1y stuJy of lhe pn•jccl free of charge. Owing lo the limited Slaff a\"ailahle tu HASIDA 
for projel1 ;as.o;cs.,ment the numhcr of ;1pplic;11i1ins exl·ced'i the numhcr of feasihili1y stuJies prepared each year (Tahle 
.i.S). ka\ing a h;acklog of ;1pplic.:;11i,>ns 11\:nding. All complclcJ fc;asihility studies arc suhmincJ to rhe MOI h•r 
appnwal hcforc a full li.:\.·nu: is gr;anlcd .. -\I this stage the MOI m;ay reject a prnjccl ii wnsiJcrs unrealistic. if. for 
example. the market is 1h,1ugh1 h• 11': s;11ur;11cd llr the supplies ••f r;1w materials arc inadcquale for new capacity; if 
the project is of interest 101hc puhlic scctnr; ••r if the prnjccl mighl Ile detrimental lo lhc in1crcsh of a puhlic sector 
enterprise. In l'JS.'\ new pri\"alc in\"cslmcnl in the hides ;;nd leather pnK"es.o;ing industry was hanncd hccausc of the 
shortage of raw materials. HASIDA cslim;alcs thal ahout 50 pri\·a1e sector projects ha\·c hecn taken owr hy the 
Mini.o;try. h;alf of which were later rclurncJ In the pri\"alc Sl·l·tor. Once a prnmolcr has sccurcJ a full licence he musl 
rq~i.'itcr his enterprise with the Ministry of Domestic Trade. ncgo1ia1e "ilh the municipal and kchclle authorities for 
a site and secure Ministry of lk;allh ;1p1ml\";1I ll\:forc he may hcgin wnstruclion. Addi1ion;1l hurcaucratic hurdles 
arc lhc applic;1linn f1•r lhc cxtcnsinn of u1ili1ic, 10 his silc ;and ;1pplic;11ion for credit through the AIDH. If the 
applicant is succcs.,ful. pr••jccl implcmcnlalinn m;1y take up lo lhrcc yc;1rs. 

Tablt' -tM. l\umbt•r or applications for llASIDA rt'a:o.ibilil) studit's 
and projl'ch lkrnst'd. 19X.l lo 19!UC 

198J 1984 1985 1986 1987 1988 

Application~ for feasibility 
studies 
Projects licensed 
lnc~lete feasibility studies 
carried over 

Source; Data provided by HASIOA. 

57 
14 

16 

94 
20 

24 
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31 

27 

131 
44 

30 

219 
70 

47 

402 
145 
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These cumkrsomc pron~dur\.·s. which u:slricl rnlry in111 lhc SSI sector. ;m: rnrrenlly under review. The MOI h;1s 
proposed 1h;1I cnlreprrncur-. -.hould prq•;arl' 1hcir own fc;a-.ihilily -.1udics - lhl·rchy freeing the princip;al hollkncl·k 
in lhc liccn-.ing prol'cdurl' - ;and 1ha1 applic;1linns should nol 11': r\.·jcdcd 11'1 grounds of m;irkct s;1lur;t1ion or limited 
supplies of raw m;11cri.1k This will ohligc cnlrq1rcncurs 11. l;1ke ri .. k, on the lw .. i, of lhl·ir own a .. ses-.ml·nl of lhc 
m;1rke1 silu;alion. II is 111 he hopnl lh;1I rolrirlion' will he w;1iwd for lhose cnlcrpriscs in dir•:ct rnmpclilion wilh 
IPEs and 1h11,c wmpl'ling for their inpuh. 

Since few cnl1q•rcncur' h;a\c lhl· ;1hili1y nr mc;ans 111 l·;arry out lkl;aikJ fcasihilily .. 1111lic, on their own, !hough th1:y 
have an:1·s., 111 ;1 ,111;111 ;111tl gnm;,1g nurnhl·r nf pri\;1tc con,uhanls 11pl·rating in lhl· c1pit;1I. the MOI ha-. prq1;1rl·d 
;1 lisl of :\CMI prnj\.·n idl·;" \\hirh \\ill h\.· ;a\;aibhk 111 the public. In lhc long·lcrm. ii would he Je-.ir;ahk lo Jevdop 
lhc projcl"I c\;1l11;1li1111 ;:nd i111r1

1.·111 .. • 1t.1li1•11 ,l..jll, of SSI l'ntrq1rl'11curs hy pr11visi111111f short lr;aining rourso through 
'uch instilution' ;1, I f,\\I[),\, S11111c n1u111ri .. ·,, th .. · l 'nill'd t~ingdom fnr in,l;tnn:, 111;11..r ;1llcmbnrl· ;1t s11d1 n111rscs 
compul,ory f11r I h11"· hcndit in~·. fr11rn p;art in1Ltr inrrnt iw,. 



The preamhk 1,1 1he N•IO lnws1m1.:n1 01.:o:r1.:1.: ann,>um:1.:d 1h1.: 1.:,,1aMi,,hm1.:nl ,,fan -1m1.:,.,1m1.:nl l\1mmi111.:e·. h1.:ad1.:d 
hy a \'ice-Prime Mini,,1cr and "lafkd hy 1hc \lini.,1~· ,,f Indus!~. which will help Cl>-urdinalc inw,,lmL·n1 dccisi,,n,, 
and ensure 1ha1 inwslnrs rcc1.:iw 1h1.: in,xnli\.:" pn1miscd hy lq~i,.,laliun. II i_._ unck.1r whc1hcr 1hi" in,.1i1u1ion will 
assume 11.-\SDIOA·:-. liccn .. in!! and rcg.ubh>ry n:spon.,ihili1ics. hu1 if s,1 llASIDA will tic ahk h11aL..: a nh>rc dkc1iw 
role in im·~slmcnl prtmwlit>n. H.-\SID.-\ i,, id1.:ally plal·1.:d for 1hi." funclitm since ii already pnwidcs lcchnical 
a.."-"islancc lo 1hc pri\·a1c scch>r. 1h,1ugh t>n an 1.:x1remdy limiled scale. These .. cr\icL·,, n1uld hc exi.:ndcd In induck 
lhe idenlificalion of opJl'1rluni1ics fur -.uhc,mlracling.. cncourag.cmcnl nf pri\·a1c con-.uhancics and ancillary indu-.1ri.:s. 
lhe prepara1i,111 of marL.cl ,,1udics hl idcn1ify new inwslmcnl opporlunilies. prmision of a channel for managerial 
and lcchnical ad\icc and !raining.. f-..;,..ides carrying oul wnsuhanl~· scnicc,... \\"i1h dun,ir a..,_,i,,lan..:c. i1s primary 
fonclion cuuld he lransformcd fnim tine ,,f rcgula1iun ,,f lhe pri\·a1c SCl'ltlr h1 im·c-.1111cn1 prumo1iun. 

Another '.\IOI ini1ia1iw is lhc dc\cl,>pm :nl of induslrial cslalcs for SSls. This will cn,..ure 1ha1 cnlcrprisL·,.. ha\·c a..:,·e,..,.. 
lo suilahk si11.:s and "crviccs al c,1,r;,1lkd renh: applica1i,1ns for renlcd sih.:s fr,1m L.d-..:lk-. ;md municipali1ic,.. arc 
curren1ly· pbg.ucd hy Jday and uno:r1ain1y. .-\ model induslrial eslalc wa." inauguralcd in Dcccml...-r i'IS'I. wi1h 
machinery for 1hir1y small-,,calc cnlcrprisc" in,..1alkd and tipt:ralcd as parl of a n1-<1pt:r;11i,111 ;1grccmcni wi1h lhe 
Ci1wcrnmcn1 11f India. Six 1..:;1ms ;ir..: now carryin!! 1>ul -.1udics lo id..:nlify suilahk ,..ih:'\ and 11''1..:ntial SSI pn•je..:ts in 
thirly citi..:s in Ethi11pi;1. 

These ini1ia1iws ha\".: ccrl;1inly prnmL...:d public in1en:s1 in SSls and will facilitate the impkmenl;11ion of new pr,1JeCh. 
\\'h..:1her 1his in1erc.:s1 c;m Ix: lran,.l;·t.:d inlo inae;1,...:d 1.:mpl1•ymen1. exporls anJ pn.Judi1m lin;1lly dcpt:nd:-. largdy 
on impnwed a,·c..:ss hi inpuls. Sh11r(;1!!CS 11f raw nu11.:ri;1l:-. irnm dnm1.:,,1i..: ""ur..:L·,., and forei!!n cxchangc ar.: lh.: 
principal conslr;1in1s on opt:ratin!! SSls anJ 1he r.1;11 c;iu,..: 11f lhcir 1,,w ral.:s 11f cap;1ci1y u1ili.1a1i1m (s.:.: S1.:..:1i1111 11.E). 
Consequcnlly. incr.:;1scd pri\·a1c scclor im·e,..1m..:n1 in 1hc industrial ,..cch1r mu"t he accomp;micd hy larger all11\:ali,,n,, 
fr11m th.: central hudgct if scc111ral pt:rform;mcc is to 1-..: impr.wcd. Furthermore. m;my priv;11c sector cnlrcprcncurs 
an: prc\.:nl.:d from cxp;mding. lheir hu,..in.:s".:" or cstahlishing n.:w cnterpri-..:, hy the shortag.: of inw-.tmcnt funds. 
The g1wcrnmenl has d.:darL·d ih in1cn1i,1n ,,f reducing. lhc inl.:r.:sl ral.: charg.ed 111 privat.: ,,.;-ctor in\c,..lors hi a par 
with thal charg.:d lo the IPEs. Thi-. will r.:ducc 1hc cost of credit hu1 ii will not m;1L.c it more acccs,..ihk ,..inc.: thc 
hanking systcm is under-c;1pil;1li.1.:d and hurdencd wilh n1in-pt:rfurming loans lo IPEs. fa·cn 1h11ugh many 
cntrepr.:ncurs opt:raling in the p;1ralld mark.:! may h;1\·.: wnsidcr;1hk liquidity. cr.:dit will h$c to he m;1Jc a\ail;1hk 
if 1he privalc -.cc1t1r is h1 expand. 

Fordg11 i1ffcstmo11 

The "(i1w1.:rnmcnl Own.:r,..hip ;md Conlr11l 11f lh.: \1.:;111,.. 11f Pn.Jucti1m Prnd;1m.t1i1m· :--.;,,_~'i/1'175 m;1d.: pnwi .. i1111 
for 1hc p;1r1i..:ip;11ion ,,f foreign c;1pil;1l in ;1 li111i1ed r;rng.: ,,f hca\) indu,..1ri;1l pr.•j.:d,. ;1,.. lhc min11ri1y in1cr.: .. 1 in 
p;1rtncr,..hip wi1h lhc g1>\crnmcnl. i"11 fnr.:ign im·..-,..111r h1;•k ad\·;1111;1,!!c of lhc"c opp11rtuni1i.:,.._ Their rcliccncc nuy 
he cxpbincd. in p;1rl. hy 1h.: cxpt:riencc ,,f n;11i11n;1li.1;1lion in Fchru;1ry 11.>75. whL·n all forL·ign own.:d L"nll·rpri'c" wcr.: 
hrnughl undcr 'l;1tc conlrol with lhc cxccplion of "ix ·,..h;1rc companies- in which 1hc "late ;1,,umcJ ;1 m;1jori1y 
int.:rcsl. l'ompcn,..alinn cbim, wcr.: ,1:11kd ;11 ;1 much bier dale ( l'IS-1 in lhc c;1,c of Mi1chcll l'i11h Engineering 
(UK), ;mJ l'IS5 in lhc c;1,..c of .\II claim,.. hy US ci1i.1cn') which crc;tlcd a climalc of un1.-crtain1y. 
;'\;or was lhc ( iovcrnm.:nl of E1hi11pia c1ir.rn1i11nl hi a policy of foreign imc,tmenl pr11m111i11n ;111h;11 tim.:. E1hiopi;1·s 
cxpcri.:ncc of forci,!!n imc,lmL·n1 h;1d nol li.:cn l''"ili\c in 1hc pt:rind 1...-forc lh.: Rc\1>lu1i11n ;mJ ""· ;1f1cr 1'>75. the 
g1wcrnmcn1 g;1v.: priorily 111 n;ili11n;1l cc1momi.: dc\d11pnwn1 ;mJ lh.: collccli\·c owncr,..hip ,,f 1hc mc;111,.. of proJuc1ion 
ralhcr lhc prom111i11n of din:cl forci,!!n p;1r1i..:ip;11i11n. Allhnugh 1hc ,h;1rc of forci!!n c;1pi1;1l in m;111ufac1urin!! 
indus1ric, appc;ar, 111 hav.: li1.:cn ,ut"1;1nli;1l in lhc pcri11J hdore 1'17.J - in 1'172 forci!!ncr" held hh per ccnl of ti11;1l 
p;1iJ-up prival..: c;1pil;1l ;111J owned 1111 (.H pcr c.:nl) medium- anJ br,!!c-sc;1lc cnlcrpriscs. while holding maj11ri1y 
'h;1rc" in ;11111lhcr 42 ( 15 per c..:nl) lirn1' - lhc inll11w 11f imc,lml·n1 w;1" rcbliwly small, lluctu;1lin!! hclwccn S.'\ million 
;ind SI:! million hc1wc.:n l'lh:! ;md 1'172. If rL·mill;m.:c" arc t;1kc11 inlo accounl. the ncl inllow wa' cwn l11wcr: 
cnlcrpri'c' r~i~\c,lcd k" 1h.1_n 211 f

1
cr c_..:nl of pr.ilil, c;1r~cd _in E1hiopi;1 and rep;i1ri;11.:d 1h_c r~m;1indcr. I~ 1'!711 

alone SJ:! million w;" r.:p;1lna1.:d. · l·urlhcrmqrc, foreign mw,lmcnl wa' conl·cn1r;11cJ m 1mp11r1 ,uh,..111u1111n 
inJu,lric' wi1h limi1.:d linbgc' 111 lhc d11mc,1ic cw1111my anJ so conlrihulcd link 111 n;11i11n;1l ccon1m1ic dc\dopmcnl. 

The fir,..I 'lcp' lo ;1llr;id forL·ign inw,111r' wwc lakL·n in 1•11n wi1h lhc promulg;ilion of 1h.: "Joint \'cnlurc 
E,1;ihli,l1111l·n1 Pr11d.1111.11i11n"' :"11.2>5/l'IS.l. Thi, ;11l11wcd foreign c;ipil;al 111 imc'I in ;111 cc11111•mic ;Kli\·i1ic,.. 
(invc,1m..-n1 in puhlic 111ili1i..-,, Ii.ml.in!!. i11'11r.mcL". lr;111'p11rl. dnm.:,lic lr;idc ;rnd prn·i1111' ml·1.1I, wnuld. howccvcr. 
require 'pn·ial aul h11ri1.11 inn from I hi: ( "ouncil of !\1ini,lcr') wil hin I he fr;1ml·worL. of ;1 joinl-\cnl urc in which I he 
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!-!•lWrnmi:nt W•lUIJ h,1IJ ;1 nuj,1rit~ ir.1a1:"! \th,1u!!h this d.1u~ ma. a[s,1 Ix- waiH·J hy 1hi: (.\1un,·il ,1f'.\linisti:rs). Thi: 
pn...:t.muti,1n rr•l\iJ..:J !!U.lr.JDl..:1..·s f,,r '''lll!'l."0,.;1til>n in thi: l."\1."nl lh.JI an rntl·rprisi: b.·i11!! nati,1nali1i:J hut stali:J lh;t! 
lhi: Jura1i,1n ,1f th..- \l'Dlur ... · ,..h,1ulJ .... n.1 [,1n!!..-r th.in 25 ~i:ars. As ,1f t••S-i for.·i!!n rartn.:rs in j.1int \1."nluri:s w..-r.· 
fr..-..- hl r•·ratri;iti: pr.11its ;mJ th..- j.1inr-\i:nturi: ...-,1uIJ b.·ndit fr,1m a ran!!..- ,1f tax i:xi:mpti.ms: 

a. ··wmpti.m fr,m1 .:u,..1.m1 Juti..:s. !!•'\•·rnm-.·n1 anJ muni.:ipal taxi:s k\i,·J ''" imp.lrts ,1f .:apital !!•"'l\Js anJ th.: 
fir,.t ins1;ilmi:nt ,1f ,..p.1ri: p..trb. Th.: \1."nlun.: may· als.1 ll\." !!rant,·J i:xi:mpti.•ns •ln th,· imp.1r1 ,1f r;iw 
mai.:ri;ils Jqx·nJin:! ,,n th•· .J:!r...-,·m.:nt ,lf b.llh parli.:s; 

1-. ,·x.:mp1i,1n fr,,m .:u:-h1ms Juti1..·,.. anJ 1ransa.:1i,1n lax.·s f,lr pr,...Ju.:ts ..:xp.1rt..:J; 
I.". l'\i:mp1i,1n fr,1m .:,1rp.1r;1ti,1n lax f.1r fi\1.' y.:ars in th.: ca~ ,1f n..:w pr.1j..:.:ls anJ thr.:.: y.:ars in th.: CJ.~•: ·.lf 

a n1;1j,1r .:xp.1n:'i,1n rr.•j.·.:1: 
J. ,:,1rp.1ra1i,>n lax;,_ p.!~.11'1..- ;11 .J ll.11 r;1l.: ,,j" -141 p.:r c.:nl {•'•lntpar,·J with ;1 sliJin!! s,·;1k fwm _:\tl h• :N p.:r 

.:..:nt f,1r [,...:.11 SSI;.): ;mJ 
..-. Ji,jJ,·nJs r.:im..-,..t.:J in E1hi,1pi.1 ;1r1..· ,·xcmpl fr,1m lax hu1 r..:p;11ria1..-J Ji\iJ.:nJ,. ar..: 1ax.:J ;II Ill p..-r .:.:nl. 

D.:spi1,· 1h..-,...- !!•·n..:r,1us in.:o.:nti\;:,.._ ,ml~ four .:nl..-rpri,.c,. w..:ri: ..-,.1;1bli,.h.:J unJ..:r ,-....J..-. Thr.:,· ,1f1h..:s..: ar.: in\..:,.1m,·ni,. 
1-y f,1r.:i!!n !!•w.:rnm.:nls. An ;1!!r,·i:nll:n1 ,1n 1hi: l"•urlh pn•j..-.·1. a 15.lltltl I ·y .:ap;i.:i1y ,iii rdin.-ry in AJJis :\haha. was 
"i!!n.:J in Jun.: I'>:\.'\ h~ a .:-.1n,.,1r1ium ,1f f,1ur f,1r.:i!!n p..-ir.1kum Ji,.1rihu1i,m C••mp.mi.._·,. anJ 1h1..· ,.lal.:. which h,1[Js a 
m;1j,1ri1y in1..:r..-,.1. An ll.1lian \.:hid..- m.mufa.:!ur..:r i"' curri:n1ly Jis.:u,.,.in!-! a lif1h pr.1j.:c1. 1h..- .1,.,...:mhly ,,f 1rud.. l>t'l\Ji.:s. 
Th.: '.\IOI is a[,.,11ryin!! "' int.:rc,.I p.•l..:n1ial f,,r,·i!!n pann..:rs in numll\."r ,,f ••lh..:r pn•j,·cts. induJin!! 1h.: m:..nufac1ur.· 
,,f 1ran:-f,1rm..:r,. anJ [,1\\ '"'"' \.:hi•k,.. 

This Ji,.;1pp.•intin!! r.:"P''""'. h.1,.. t>,·,·n ;1Urif>ui...-J h• 1h..: ..-.m1inu1..·J Lid: ,,f C••nfiJ,·nc.: in im..:;.1m.:n1 ,....-.:uri1y. a 
,...-mim.:nt r.:ini,•rc.:J f>~ 1h.: .1rtick,.. in th,· Pr.,·l.1m;11i,1n J.:linin!! 1h..: !!••\.:rnm.·ni's ri!!hl "' :1.11i,1n;1lill· ;m im,·stm.:nt 
.1nJ th.: 1im1..· limit''" th.: Jura1i,1n ,,j .1n ·•!!r,·.:m.:nl. The !!••\.:rnm..:nt"s ;1u1h,1ri1y i.1 ch,1,1,..c 1hc J,101.::-tic p.1rtn.:r 
in the j.•int-\cntur.· anJ th,· .-fk,·ti\1..· cxdu,.i.•n ,,j J,1m,·,..1i,· pri\.llC c;1pi1al fr,,m j,1in1 \l."ntLrc,.. \\ith f,1rci!!n inh':-h•r,.. 
may h:..1,·c h.1J ;1 simil.1r cff ... ·..-1. Furth...-rni.1r,._ whil.: a 1im,·t;1hk cxi,.k·J for th.: initi;1: pr,"°.:Jur,· ,,f ;1pplic.1li••n 
(Jppr.1\;1[ ,,f .1 pr.•j.:CI in princ'.pk ''~th,: F.•r.:i!!n lm·..-,.1m.:nl <."t•mmill.:.: \\ithin ,1n.: ni.•nth 1-..11,1win!! r.:\i1..·w ,1f 1h,· 
applicati,•n h~ DEPS.-\ ;1nJ c••mpk·1i,1n ,,f 1h ... · f,·.1sibili1~ ,.1uJy within l"•ur m,1nth') lin.11 :..1ppr.l\;1I ,,fa pr.1j,·c1 ;1nJ 
impkm.:111.11i,•n ''a.: ,.1ill ,.uI'j•·•I t.1 kn!!lhy "•'!!••ti.1t!,•n wi1h num,·r.•u-. ;1uth,1ri1i,·-.. 

Pr,1mul!!.11i,1n ,,fa llC\\ J,1in1 \·.:ntur,· c,.,k in Jul~ l'l:N (Sp..-ci.11 (},·..-r,·.: 11 t•>:•N) ;1.!Jr..--.,..,·J nh•-.1 ,,f 1h.·-..: i,.su.:,... 
It .1l>t1li-.h,·J lh.: r.:,1uir.:m.·nt j,,r m.1j.•ri1y ,..h.ir,·h,•11.lin!! by th• !!•"..:rnm,·111 (lh••Ul!h. unJ,·r this k!!i-.I.11i,>n. till' 
!!•''.:rnm.:nt mu,.1 ,.till Ix· .1 p.1rtno.:rl .mJ rx·nnin,:J J,1111..- .. ti.: pri\.tti: c.1pi1.1I "' p.1rticip.11·: in j,1int \.:ntur..-,. with 
f,1r.:i!!n p.1rtn.-r,. (.·\rtick ..JI: it .111.•\\cd p.1r1n,·r,.. h1 n,·!!••ti.1i.· th1.: Jur.1ti11n ,,f th•· j,1inl·\l·ntur•· ·•!!r•·1..·m,·n1 (.-\rtid,· I); 

;inJ Jr.•pp.:J th ... · cbu,,· .111, I\\ in!! f, 1r n.11 j, •n.tli1.11 i, •n w hil,t r,·1.1inin!! th,· u-.11.11 !!U.tr .!llt•·,·, ( :\rtick I~). Th.: t.1x 
pri\ilq!.:" un.kr th.: 1•1:-;_; l'r,•cl.1111.11i,111 \\o.:r•· r.·1.1in ... ·J in (:\rtick 2~) .mJ 1h.: J.:.:r.:.: -.p.:cili.:J !!•·n.:r.•u-. pr,1\i,j,11i,.. 
f,1r 1h.: r.:p.1tri.1ti,1n ,,f pr1•lih .mJ ,·.1rnin!!' (.-\rtick 1-'l-

.-\JJi1i11n.1I inc.:nli\;:, w ... ·r,· .111n,1u11..-,-.I in th,· .. ( .. 1uncil ,,f St.ti•· Sp,·.:i.11 Iker.:.: ,111 lm,·,tm.:nt. '.\,1_1~. 1'1'1\I". 
pr.•mul!!.tt.:J ''" '.\l.1~ h. l'l'llt. It J1.:cl.1r,,t 1h.11 pri\.tl.: imoh•rs W••Ul1.I h.: ;11l1"'•·•l h• im.:,..1 in ,.t.1t•· f.1rm-.. hd,I .1, 
.:.111.:..-,..-.i,111, irom 1h..: .. 1.111.·. It 1x·rmih till' i.•r.:if!n im,·,..h1r h11.·h,1<1,,· iii,. p.trtn.·r \\ith,llll !!•l\l'rllllll'nt int•·rkrr:n.:.:. 
T.1x h,1li.l.1"' w.:r.- kn!!th.:n,,I 1 ,,·1.· l'r.•nh•ti.111 ,,f f'ri\.tt.: s..-,·h•r lnH·,tm,·nt .1h••H') .mJ ;111 r.-,..1ri.:1i,111, .in th.: 
rq»ttri.lli•IO ,,f pr111ih. rr••1.·n·..I, ••I liq11i,l.11i1'11 ••r ,.tk' ,,f :o.h.trl',. ,kf.t ,..,·nicill!! p.t\llll'llh. kn .. md fll\.tlti,·,.. •'II 
1.:.:hn,1(,1!!\ tr.111 .. kr \\l'f•' dr.•pp1.·d. 

l "nf,1r11111.1td~ .. 1 numh.-r ,,f .1r1i..-k, ,1l 1h,· 1•1.-..•1 J,1i111 \"1..·ntur•· ("'"•·''ill h.1\1.' h• Ix· lil•,·r.111~ int1.·rrr•·1,·d if till'~ .tr;: 
ll••I h1 di,..-,1ur.t!-'.•· p1•t•·n1i.tl j,1r,·i!!n irn1.·,1,1r- . .-\rtick 2.". f,1r 1.·x.1mpk. r1.-.1uir,·, th,· i••int·\o.·ntur.· 1,1 !!i,,· pr.·kr,·nc1.· 
h• J,1m,·,.1ic r.1w 111.11 ... ·ri.tk ,,·nic•' .1111.I .. uppli,·, \\h,·rn.-r l''""ihk. :\rtick ~..J r.-.1uir,·, lh• i••int \l'lllur.: ·•!!r•'l'lll•'lll 
hi ,..p..-(if~ 1h ... · • .. ..-11i11r l'•"i1i.111,..· h• h,· h1:l.I "' np.tlri.11 ... · 1x·r:-.1innd. n •• 1h th··"· m.1111.·r, .1r1.· .. uhkcl h• lll').!••li;11i.111 
wh.:n 1h.: j,1in1 \l'Olur•· .1~:r,·,·nll·n1 i, j,1rrnul.11,·,I. On th•· ••lh1.·r h;m,I. :\r1id1.· :'i(:'i). \\hich 'l;tll'' 1h;1l th1..· ,-.1111rihuti•lll 
,1f thl' for1.·i!!n im,·,1,1r i' h• h,· .11.·t•rrnin,·..I .11 th ... · pr•·\.tilin!! ~.1ti11n.1I ll.111L. 11f Fthi11pi.1 ,·wh.111!!,. r.tll'. i, 111•! 
nq:111i.1hk. Sine.: th•· Birr i, ,-.111,i.l.-r.-.I h• b,· ,,,,·n.1lu ... ·,I .111.I pr11lii.. .tr,· di,1rihu1 ... ·d .1c1.·11rdin!! 1111.·quit\ p.1rticip.1ti1•n. 
,\rtid.: :'i1.'il \\ill i.1\1111r .l••llll''tic .-.1pi1.1I .111h1.· ,.,p,·n,,· 1•i i1•r1.·i!!n im1.·,..i.1r' .111d und.-rmin,· till' h.·ndit- th.11 ;1.-au.
fr1in1 !!•'lll'r1•11' 1.1\ 1.·w111pti1•n'. 1>,·,.1lu.11i1111 ,,f thr Birr w1•11hl ,..1•h1.· thi' pr.•hkrn. hul till" !!1•\1.·rnnll·nl h,1, h'I h• 
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announci: any changi: in th.: i:xl·h.mgi: r;a!'-' ;mJ whi:n such an ann,1unccmcnl is nuJ..: il i" liL:dy lo 1.....- th.: firs! sl'-'P 
in a di:\·alua1i,1n pn~i:s..; b,..1ing ;a numhi:r \lf yi:ars. 

In 1'1:-N. !hi: go\"i:rnmi:nl als,1 slr'-·;11nlini:J th.: J,1inl \"i:nluri: application prn;.:i:duri:. Thi: Join! \"i:nluri: Di:parlmi:nl 
of th.: Offici: of !hi: Slali: l\m1milli:i: f,1r Ft1ri:ign Ewnomic Rda1i,1ns (OSCFER). which rql\1rh diri:c1ly h1 !hi: 
Council ,1f Minisli:rs. j_, 10 ;acl ;as th.: nH1rJinaling agi:m.-y for applicalitms t>y in1..:ri:s1..:d fori:ign parlni:rs. l\11..:nlial 
inn:slurs curri:n1ly apply lhwugh a numl.....-r of channds - !hi: Chaml.....-r of Comm..:rci: or lht.· rdi:\·anl Minis1ry. Thi" 
\\ill focililali: 1hi: pn~i:ssing ,1f applica1i,ms. lfowcwr. OSl'FER. as prc,..cnlly conci:ivi:d. \\ill n,11 acl as a ·,mi: 
\\indow" agi:ncy. It will suhmil ils ri:c,m1mi:nda1i,1ns lo !he Slalc foinl \'i:nlurc Commillei: which apprnws pwji:cb 
U..'\Uall~· alkr consuhalion with 1he rde\·;ml '.\tini,..lry. foinl-wnlure parlners \\ill haw h1 apprnach agi:ncies and 
municipal ;..u1h,1ri1ies indi\"idu;ally one.: 1hi:y haw receivi:d !heir au1hori1a1ion. II may prnw ad\"anl;ag.cou!> h1 
sln:ng.lhi:n lhc slaff of !hi: Join! \"i:nturi: Department hy si.:condmi.:nl frnm othi:r g,1\..:rnmcnl di:partmi:nts s,1 thal 
it can und..:rlaL:e hureaucralic pn..:i:Jure" •.1n t.....-half of the j11in1 \"&.:nturi: parlni:rs. Tr;u.ling license" could. for in,..t;mcc. 
hi: granted within 1hi: J11in1 \"i:n1ur.: Di:p;ar1mcn1 r;alhcr 1han thwugh a dir.:ct applic;ali,in to th.: l\tini,..1ry of o,1mi:,..1ic 
Trad.:. Such a "tini:-wind,,\\ 0 ;appr,1;Kh is "l;tndarJ proccduri: in m;my olhi:r Afric;aa c,1untrii:s. 

By mid-f'l•lO. !hi: g,wi:rnmi:nl h;ad hq!un ln ri:;ali1..: lh..: 1.....-ndits ,1f th.: ·,1n..:-winJ,1w" ;apprnach. Spi:ci;al Di:crec.: 
t'\n.17 /'lll ;mnounci:d th;al a "pcci;al lm.:,..tmi:nl Commill..:..: would I....- ..:,..rahli,..h..:d und..:r one of lh..: \"ici:-Primi: 
Minisli:rs. This nimmini:i: will t.....- ri:"p,1n,..ihk for i:n,..uring thi: limdy w111pl..:1i,in of hure;mcr;1lic proi:..:duri:" and 
making suri: 1h;1l im·i:stors ri:ci:i\"i: lhi: l"-'.ndils pnimi,..i:J. :i is undi:ar ;as yi:l whi:1hi:r thi: commini:i.: will hi: 
supporli:d hy ;1 ,..uflicii:nlly brgi: "..:crd;1ri;al lo c;arry oul iis m;mdak. partirnbrly ;1" lhi: commini:i: will he ri:sponsihk 
for domi:,..1ic in\"i:,..hirs ;as \\('II ;a" 1h11,..i: from ;1hroad. 

Thi.:ri: ha" hi:i:n a p11,..ili\i: ri:"p,1n,i: hi th.: OI.:\\ nid..:" frnm fnri:ign in\"..:,..h1rs. By January l'l'Jll - ('\CO hd,1rc th..: 
ann,1unc..:m..:nt ,1f addi1i,in;al inci:nli\i:" in '.\by t•l'J(I - th.: J,1int \·..:nturi: Dc.:p;artr.1..:nl had ;1lri:ady opi:ni:d lifti:i:n liks 
for inti:r..:,..11.;d fnr..:ign p;1rtn..:r". thnugh nnn..: ,1f !hi: ;1pplic;mb ha\i: yi:l ri:ci:i\i:d a c..:rlific;ah.: of appr.wal. Thi:-.i: 
applic;ition" C\l\l.'f ;a \\id..: r;111gi: ,,f inJu,..tri;al ;mJ mining pnijc.:cb. 

In orJ..:r lo ..:n.:11urag..: f,1ri:ign im..:,..tm..:nl in i:xpnrt ori..:nli:d indu,tri..:-. lh..: g..w..:rnmi:nt is also nmsiJ..:ring 1hi: 
i:slahlishmi:nl ,1f an Ex1l\1r1 Pr11cc.:"'ing. Zon..: ( EPZ). which will nlfrr ;1dJi1ional inc..:nli\"..:' (so:..: h..:lnw). Fnr..:ign 
nationals ari: alr..:ady ..:nc1lltr;agi:d ln p;arlil.'ip;1li: in "mall-,..c;1k im1u,..1rii:'. p;irlirnbrly 1h11,..: which i:xporl ;1 prnp11r1ion 
,1f lhi:ir ,1ulpul. Thi: "Small-Sc;1k lnJu,lry l>c\d,1pm..:n1 Prndanu1i11n" No.'1/l'l:-i'I ("..:..: ah11vi:) alh1w1·J f,1rc.:ign 
nalion;1ls lo ..:stablish sm;all-,c;1k indu-.lri..:s prn\"id.:d 1h;1l "!hi.: indu,1ry pn11luci:-. c.:xpnrl nr imporl-suh,liluli.: proJuch 
or conlrihut..:,.. lo thi.: lr;m,f..:r of tc.:chn11l,1gy. ;as di:ti.:rmini.:<l hy 1hc dirc.:cti\".:-. 111 hi: i"'ucd hy lhc :\tini-.1..:r of lndu,ir~·· 
(Arlick .L\). Sc\"c.:r;al in1cr..:-.1.:d fori:ig.n na1i,1nal-. h;a<l ;dri.:;a<ly made: in,1uirii.:-. nf !he: '.\IOI undi.:r th..: ti:rm-. ,1f thi" 
prncbm;atinn hy lhi.: end ,1f 1'1:-N. Jh1wi.:\L·r. ;1pplic;1li11n pnK..:<luri.:s ;and Jiri:cli\i.:' g.•1\i:rning. lhc dig.ihility of proji:l.'h 
had still nol hi.:i.:n pri.:pari.:J in lkn·mhi:r )'IS'I ;md '" the: proc..: ...... inl! of ;applic;ali1ms w;a, ddayi.:d. Thi.: l1l'Jll 

ln\"csl mi.:nt Code: ,u(hi.:qui.:nl ly dim in;al.:<l I hi.: ri:'t ril"I ion' on !'\mall- ... cak f11ri:il!n imi.:'h 1r,. 1h11ul!h 111. ,,1 , 1f I hi: 
inci.:nli\"i.:' indulk<l in 1hi.: kl!i ... b1i11n m;llk· ii di.:;1r that lhi.: 1!1l\i.:rnml·n1 would prdL·r .1pplic11i1111" for l.1rl!L"·"·;1k 
proji.:ch. 

Dc:-.pili: lhi: limii..:J "uccc.:" of ,jmibr c;arlii.:r kgi,(.a1i1 m. Spc.:ci;1I Dccrc.:i: l"o.17 /'Ill c.:bh,1r;al.:' an im·i.:,lmi.:nl pron1111i1m 
policy lw,i:d ,in fri.:;:d,1m of pr11lit ri.:p;a1ria1i1m. l;ax-h11lid;1y ... ;md l;ariff l"11nci:"'i11ns n•mhinc.:d wi1h mi:;.,..uri: ... 111 i:;a'i.: 
!hi: a<lmini,trali\c.: hur<lli.:-.111 imc,lmi:nl. Fri.:i.:<lom (11 ri.:p;11ri;1li.: pr11lih i ... ;m imporl;ml inn:nti\i: 111 furi.:ign im·i.:,lor .... 
lhnu!!h lh..: Im, nf prolih .... ill inl·\il;ah!y ri:dul.'i.: lhi.: imi.:,1mi.:nl\ impacl on !hi: d.1mi:,1ic i.:n11hm1y. l'urrL·nl k!!i,b1i1111 
is c.:xlri:mdy g.i.:ni.:rou' in 1hi, rL"'PL"l'I. ;il(.l\\illl! l·n1rrpri'I."' tn rc.:p;alri;alc.: liri:n,ing ki.:' ;111d roy;1hiL·, ;"\\di;.,.. 1m1lih. 
Yi:l E1hi11pia·, 11\..:r-\·,alui.:d l"\dt;tnl!L. Ltll" - ii ;appliL·d (11 f11ri.:i)!n imi.:,lml·nh - \\ill c11un1i.:r !hi: in•i:nli\.: 11f lihi.:r;1I 
k!!i"bli1m. 

In lhi.:ory !;ax h11liJ;1y ... all11w in'i.:'l"r' lo rL"l"ll\l·r llll·ir c1pi1;il mori.: 11uiddy ;1n<l mainlain l!ri.:al.:r liqui<lily in lhi.:ir c.:;1rly 
yi.:ars, 1hi:rd•y rL·<lul·in!! ri,k. Bui ... ud1 inn:nli\'i.:' ;iri: r.1rdy dfi.:l"li\i.:, p;1rrh hi.:cau'i: lhcy ari.: unlikdy hi hc.:ndil lhi: 
invc.: ... 111r. Tax i.:xi:mplion j, \l.11r1hli.:" if lhi.:rl· i' no lax li;ahili1y. and in.anl-pioni.:..:r ind1htriL·, of lhi.: lypi: 1ha1 lhi.: 
l!O\'C.:rrtmc.:nl .. hould ,l·L·k lo pr1111101i.: rardy l!i.:nn;1k ,uh,1;1nli;1I prolih in their i.:arly yl·ar .... Thi: hol;day ... houhl hi.:gi11 
in 1hi.: lir ... 1 yi.:;ir 1lw imc,lnwnl rcllrrn' ;a prolil if ii i, 111 hi: c.:lfrl"liw. Jlowc.:wr. a knglhy pi.:riod of 1a11 i.:xc.:mption 
i, likely to hl· l'll'lly to llw g11\i.:rnmrn1. Thi' i, equally lrlll" of !hr !Hl"'l·n1 'Y'lcm in !he: ca-.l" nf imi.:,lmL·ni.. th;11 
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gc.:naah: a pnilil quickly. Some "li.i.ll-lo .. ,sc.:· inJus1ric.:s. such a.-; rhc.: garmc.:nl inJu.-.cry. may lake.: aJ\·anl;.;gc of !he.: 1 .... ~ 
holiday lo c.:arn suhslanlial pmfirs and Ihm rdncalc.: once.: the.: holiday period is twcr. 

Where a long-lc.:rm invc.:slmc.:nl is pbnnc.:d incc.:nlivc.: schcmcs an: simply the.: "icing nn the.: cake.:". En,nnmic anJ 
poli1ical s1;·'·ilily. rc.:sourcc.:s and markc.:ls. 1hc.: gowrnmc.:nl's alliluJc.: toward the.: pr;valc.: sc.:clor in gc.:nc.:ral and 1hc.: 
ahsc.:ncc.: of hurc.:aucralic rc.:d (;1pc arc.: far mnrc important fact.1rs in allracling the type of long-lcrm invcslmcnl 1h;1l 
the gtwc.:rnmc.:nl seeks lo pmmolc.:. If lhc.:sc.: prc.:conditions arc.: fulfillc.:d the in\·c.:slor may nt\l c\·c.:n consida rhc.: \·arious 
incc.:ntivc.:s offc.:rc.:d in .1ssc.:s.-.ing lhc.: \iahilily of the.: pmjc.:cl. By offering incc.:nli\·c.:s lo such inwslors 1hc gowrnmc.:nl 
would nec.:dlc.:ssly lransfc.:r rc.:sourcc.:s fwm irs lax payc.:rs lo lhc.: corporate inw-;lor. 

Nor arc.: tariff n1ncc.:s.-.ion.; without cos!. Nill only docs the.: go\·c.:rnmc.:nl loose.: rc.:vc.:nuc.:. tariff concc.:s.-;ions distort the 
allocalitm of rc.:sourcc.:s. Firstly. 1hc.:y ;1pply nnly lo imporls. thc.:rchy c.:ncoura~ing im·cslors lo import g1i.lds that might 
he: a\·ailahlc.: l1lCally and pcrpclualing the.: c.:oinnmy·s import and lcchnologic.:al dc.:pcndc.:ncc.:. Secondly. whcrc.: thc.:y 
apply lo imp1lrlc.:d capllal g•llld->. lhc.:y dfc.:clivdy suhsidizc capilal inwslmc.:nl and encourage.: capilal inwslmc.:nl 
pnlduction. This ignores Ethiopia's n•mparalin: advantage.: in lahour-intc.:nsivc.: pnlduclion and doc.:s nol maximi1c.: 
c.:mploymc.:nl gc.:n.:ralion. which i-; one.: 11f lhc.: g.11vcrnmc.:nrs priorilics. 

While.: the.: new lc.:gislalion is an imporlanl slc.:p in lhc.: pmmtllion .. ,f foreign im·c.:slmcnl. hy indicaring lh1: govc.:rnmcnl's 
willingnc.:s.' to accommodalc.: f,,rc.:ign im·c.:slors. a rc.:\icw of !he system to maximize ils promolit•nal cffc.:cl and minimi1c 
ils real and opportunity cost is clc.:arly nc.:c.:Jcd. A more sdc.:cli\·c invc!.lmcnl c1ldc.: - al prcscnl all invcslors arc 
cligihlc. !hough the level of inccnli\·cs \;iric.:s according lo the value of lhc invcstmc.:nt - would minimi:rc the 
opporluni1y cos! of losl g1wcrnmcnl n:\·c.:nuc.:. Ideally. cligihlc projc.:cls should he: sc.:lc.:clcd on rhc hasis of thc.:ir 
c.:conomic rc.:lurn. using shadow world marker pricc.:s. A wide.: range.: of incc.:nrivc.:s could he: offc.:rc.:d lhal might he: 
hc.:llc.:r in line.: wirh the.: govc.:rnmcnl's social anJ c.:cnnomic ohjc.:cliws such as a s•ahlc lax rc.:gimc.:. a rc.:in\·c.:slmc.:nl 
allnwam:c.: and cmpl1\ymc.:nl rcb1.:d lax allow;inccs. Thc.:sc incc.:ntivc.:s should he: made as direct as possihlc.: lo minimi1c.: 
dislorlitms in lhc.: rclarivc pricin!! of f;ichir ... ,if pmducli1m and •he dislrihution of rc.:sourccs. 

i'o mallc.:r hllw gc.:nc.:n111s rhc inccnlivc.: n:gimc.:. incc.:nlivc.:s alone.: will nol allracl in\·c.:slors - certainly not the type of 
long-lcrm inn:slor~ with a commilmenl lo rc.:imestmcnl. c.:rr ploymc.:nl generation. manpower dc\·clopmc.:nl and 
lcchnoloi:.•y lransfc.:r. Although !he ( iovcrnmcnl of Ethiopia has indicalcd its willingnc.:ss lo co-opcralc with foreign 
investors. the memory of earlier na1ionali1ations and delayed compcnsalion. togclhcr with conlinuc.:d insccurily in 
1hc norrh of 1hc counlry. slow progrc.:s-. lowards the in1roduc1ion of a multi-parly slalc and widc.:-sprcad ign11rancc 
of E1hiopia's rcsourcc polcnlial will all discnuragc forcign imcslors. Dcspilc ils record for prompt dcht-rc.:paymc.:nl 
and gt\\ld crc.:dil rating in in1c.:rn;1li11n;1l hanking cirdcs. invc.:stors arc likely lo regard Ethi11pi;1 as a high ri ... k for ... omc 
time.: lo come.:. Those.: Iha! ;m.: prcp;1rcd lo l;1kc ;ulv;mtagc of lhc opporlunitic.., opc.:ning up arc likely to apply a high 
discount r;1lc when a~:-.c:-.:-.ing lhcir pr•ijcch in lhc.: hnpc of minimi1ing 1hc ri ... ks inwhcd. l'ndc.:r lhcsc circum..,lance:-.. 
lhc lypc of invc ... lor lhc gmcrnmcnl will ;11lr;Kl will he !hose 1h;1l ha\c charadcri1cd lhc c;1rly slagcs of "Frcc 
Enlcrp1i ... e Zone~ ... devclopmcni: prod11cing lini:-.hcd goods. with few linkage:-. into the domc.: ... 1ic economy and ;1 

lendcncy :o he foolloo:-.\.'.. 

Fort·ig11 1:rd1tJ11f.:<' a/locatio11 

Shorlagcs of forcign cxch;mgc ;1rc fre11ucn1ly ci1e<l as cons1rainl on indu ... 1rial pcrform;ince hy managers and 
Minislcri;il slaff. Foreign exchangc alloc;11ions lo the MOI for raw matcria!... and spare parts incrca\ d hy only h pcr 
ccnl in lhc four yc;1rs lo FYl'JS.~. from Birr:!W.-1 million in FYl'IX) to Birr27t1 million in FYl'JX.~ (!hough !hey ;ire 
1hough1 lo ha\c incrc;1sc<l lo Bird27 million in FYl'liN). O\cr !his period lhc proportion of 1he Ministry's foreign 
cxch;mgc rcquc:-.1 s;1ti..,fied has follcn from 'ltl pcr ccnl lo 75 per cent. Thc aclual :-.hortfall is proh;1hly greater ... incc 
applicaliom; for foreign cxd1angc arc ri).!orously rc.:\ic.:wc.:d al e\C-) lc.:vcl. By mid- l'J'ltl. thc situalion i1;11I hn·om~ 
suflicicntly seriow .. for the g11vcrnmcnt to indudc four ll'Es in the.: EE(' sponsored ..,c.:l'toral imporl progr;1mmc.:''1 

alon~'ide such es ... enlial ... as k11ili1cr:-.. Whal is more.:. lhc.: forcign CX("h;mge :-.hortagc will hcn1mc more.: acutc in 1hc 
nc;1r fu1urc following thc collapse.: of \\11rl11 (11ffcc pricc:-. and lhc reduction of cxport carning:-. !his cntail,_ 

Under cxisling proccdurc .... c;Kh plan! suhrnih an ;mnual forcign cxchangc rcqucsl lo its ( 'orporation for compilation 
ahoul '.•vc.: monlhs hcforc 1hc beginning of 1he fo.cal year. The.: ( 'orporaliom. :-.uhmil their rcqucsls to the MOI for 
vc.:rificalion ;ind !hey arc lhcn pa"c.:d on to thc ONCCP. ()uartnly allor;1lion:-. to 1he Corporations arc made hy the 
Forcign Exch;inge Allocaii•in ('ommillcc (Fb\{') of the WPE, advised hy lhc ONCCP. on the ha.,is of fort·iJ!,n 



lib 

cxchang1.. a\'ailahility. Facc.:d with a shnrtfall. priority is gi\·cn tn exporting cntc.:rpriscs. industries producing hasic 
consumer goods. strategic industries (f11r cxam.~le. Cro\\n Cork which makes bottle tops for the hc\'crage industry) 
and major c.:mploycrs. Once authori1ation has hcc.:n granted th1: corporation applies for a Foreign Exchange Licence 
and suhmits three tcndc.:rs to the NBE. These tenders arc.: e\'aluated hy the NBE which may choose the least cost 
product cwn if this is not the product prckrrcd hy the user. The procedurc.:s arc hoth complex and inflexihle -
pro\'iding liule opportunity for plants lo requ1..'Sl additional funds onc1..· the fiscal y1..·ar has hcgun. A plant suffering 
a hrcakdown. for instance. m;1y ha\·c to wait months hcfore recci\ing an cm1:rgcncy allocation to purchase 
replacement machinery. 

SSls face c.:\'cn more crippling foreign 1..·xch;rnge restrictions. As with th..: IPEs, each SSI suhmib an annual foreign 
exchange request to HASIDA which passes it 1;n a sectoral request to the ONCCP. HASIDA currently allocates 
foreign exchange to only 2(11) SSls and new applicants may ha\'e lo wait se\-aal years hcfore they will he added to 
the list. The total foreign c.:xchange n.:quest has rc.:mained constant at ahout Birr.it) million for sevcral years - a gross 
underestimate of the actu;1l rcquirenu.:nts - hut HASIDA's allocation has fallen sharply in recent years from Birr29 
million in FY llJS7 to Birrl-t.5 million in FY ItJSIJ. Prinrity is generally given to those SS ls \\ith a strong export record. 
All SSI imports financed thnm .. '1 thc HASIDA allocation arc purchased through the Ethiopian Import and Export 
<..\111wra1ion (ETIMEX). which abo purchascs imported gnods for the EDDC. !f EDDC already has a product in 
stock ti:.: SSI is required to purchase it, if not he may solicit lenders from one of the EDDCs registered :.Jppli..:rs. 
Cioods that arc produn:d locally may nnt he imp1irtcd. even if there is a significant price differential. unless the 
application is accompanied by a ccrtific;1te from the local supplier slating that it is unahlc to prmidc the product. 
ETll\tEX assesses whether the lc'.~,lcr dncumcnls or local products meet thc tender specifications and. in the case 
of imports, it will generally purchase from the lowest cost supplicr n:gardless of the customers prcfcrcncc. Clearly. 
•he procedures arc gcarc.:d lo sa\·~ng foreign exchange rathc.:r than ensuring that producers secure the least cost and 
m~1st suitable inputs. 

During the first six months of FYl'NO, ETll\tEX rcccin:d no foreign exchange allocation owing to the acute foreign 
exchange shortage faced hy the go\'ernmenl. Depri\'ed of acces~ to foreign i:_xchangc through official channels, SSis 
have had to depend c.:ntm.:iy wi two unofficial channe'.:,: the franco \'aluta 'I system and the.: parallel market. In 
normal circumstances. the franco \'aluta system funds the majority of imports for the SSI sector, eith..:r through direct 
purchases hy producers or through the mediation of traders. Howe\'t:r, goods importc.:d through thi: franco \·alnta 
sy~ti:m c.1rry an import ~urlax on top of the basic du!~ payahk (around 50 pc.:r ci:nt on capital goods ;ind 200 pt:r cent 
nri other products). Moreon:r. thi: sy~tcm w;1s temporarily ~uspended in llJX.'\ and re-introduced at thi: hi:ginning of 
l'l~N with stricter controls, including a temporary han on imporb of raw m;1tcrials. Authori1ation for raw mah:rial 
import~ through thi: franco valuta sy~tem was r1:stori:d in mid- l«JSIJ hut the lempor;1ry restriction ;1ggra\"ati:d the 
sc\crc shortage of inputs in the SSI sector and incn;;1si:d dependence.: in "mercato" - Addis Ah;1ha's par;1llcl marki:t. 
Traders import a wide range of consumer r.oods, fin;mci:d from the proci:i:ds of illegal exports (princip;11ly livestock 
and coffee). mo~! of which pass through a clearing market in Dire Dawa. Li:sser quanlities of spari: parts and capital 
equipment art: also av;1ilahle, hut al a pri:mium. Parailcl markl:l prices art: thought to he higher than the markel 
price of franco \'aluta imporls. This parallel market is likely to hi:come institutionalited now that the go\"crnmcnl 
has - in principle - agrced to allow tradcr~ lo opi:rati: alongside the: stale owned import agencie:;. Sinci: thi:ir is no 
indicalion that additi1mal foreign cxchange will hi: m;1di: ;1\";1ilahk. par;sllel marki:I financing and thi: fr;rnco \;1lu1a 
'Y'li:m will he the only mi:an~ hy which thc~e lradcrs c;rn operati:. 

Thc MOI i~ conci:rni:d that 1hi: pre,i:nl fori:ign l'Xd1angc ;1lloca1ion sy~ti:m reduces the producli\"ity of exporling 
enli:rprisi:s hy dc.:pri\"ing them of es~i:nlial inputs, c\"cn though thi:sc i:nti:rpri~i:~ arc given priority in the allocation 
111 funds lhrough official channels. In onkr to addri:.,~ thi~ prohkm lhc.: MOI proposes lo allow exporting cnlerprises 
in the p11hlic ~eclor lo retain ;1 proportion (still to he ddi:rmini:d) of thc.:ir fori:ign cxch;rngi:. rhis practici: is already 
followi:d in ri:specl of Ethiopian Airlini:s and the Ethiopi;rn Shipping Lini:s hut all othi:r i:xp11rti:rs m>1sl ~uhmit thcir 
forc.:ign cxchangi: ri:ceiph to the NBE immi:diatcly. The foreign i:xchangi: retaini:d hy Corporation~ would he 
ci:nlralitcd in a ri:rnlving fund which enterprisi:s would he ;1llowcd to draw on In finance produclion for i:xport. The 
\aluc.: of wi1hdrawals would hl' relali:d lo i:xporl performance 

l 'llimakl~. howcvcr, lhi: solution Iii:~ in 1hc de\'alualion of rhe Birr and lhi: in1rod11ction of a fret: markd for fori:ign 
:.:xdiangi: opcn lo ll'Es and 1hi: pri\"ali: scctor alike. As already di~l·us~i:d in Scction l.B di:\'alualion i~ likely lo lake 
pLKe in slagcs m-cr a pcriod of lwo 111 tlm.:e yi:ar~. Thc sur('ess of this mi:astm.: will di:pend on the a\"ailahili1y of 
l11r.:ign cxd1ang~·. Ciivcn thc wc.:a~ni:~s of E1hiopia\ balance of paymi:nls po~ilion, thr ~horlagi: of foreign nirrenry 
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Erport pmmotio11 

Expansion anJ Jiversificati,m of exports wl·re iJentilieJ a..'i ohjecti\·es of the TYPP (FYNS5-FY19IJ·I) anJ the TYP 
(FYl9Sh-FY l'IS'I). Since thc c,1llapsc of WllrlJ coffce prices in miJ-1'1S9 and consequent fall in foreign exchange 
receipts from traditional exrorts. the cxpansi,m or exports from other sources - such as industry. mineral' and a 
\\idcr range of cash crops - ha.., hecomc a mattcr of urgency. Unfortunately Ethiopian manufacturing industry has 
de\·elopeJ along the lines of import substitution and so ha.." linle experience of exporting. The management i.." ill
prepar:.:d for export dcwlopment and products arc orten ill-suited to export markets. Managerial reforms \\ill. 
therefore. he a key step towards dc\·dopmcnl of an export market. H,1we\·er, specialist export promotion in..'ititutions 
will also he required if industry is to mcct the challenge of penetrating export markets. 

Since 11JS7 the Export Promotinn Dcpartmcnt of the Ministry of Foreign TraJe (MFT) - and its nine trade 
promotion offices overseas - has heen the main channel for export promotion. This department helps enterprises 
identify export markets and pniduch with export potential. ad\i'iCs Corporation..-; on prtidut.1 design and presentation 
anJ puts prnducers in contact with l•l!yers through its rcprcsentation al intcrn;itional trade fairs and confcn:nccs. 
A similar range.: of scf\·ices arc pnwidcJ hy thc Ethiopian Chamher of Commerce (sec Section l\'.B). Furthermore. 
most of the Corporations ha\·c dcpartmcnls cngagcJ in the management and promotion of export sales and 
HASIDA"s Export l\farkcting Department (Handicrafts of Ethiopia). cstahlished in l'ISI. co-ordinates c.:xport and 
promotional acti\itics on hehalf of handicrafts sector. 

These institutions face acute.: shortagcs of skilled personnel, particularly personnel with experience in thc field of 
international marketing and pr,iJm:I presentation. Training in trade promlltion is already pm\idcJ hy the Ethiopian 
Management Institute (EMI) and hy the Ethiopi;in Institute of Banking and Insurance (EIBI), hut th1·rc is still a 
significant shortfall. While interest in a spccialist Foreign Trade Institute has hecn expressed in some quarters. it 
would he cxpcdicnl to expand training capacity \\ithin the framework of existing institutions where a hrnadcr hasc 
of managcrial skills can he taught. Eff,1rls should also he taken "'upgrade skills 11f promotional staff and in this 
context hoth the El\tl and EIBI could henelit from technical as.'iist;mcc from :-.pccialists in the fields of markl·ting 
and pniduct dcsign. 

Very linle has hecn done to catn for the nceds of sm;all-scalc exporters. or potential cxpom:rs. Much has to II\: 
done to identify those products anJ cntcrprises that arc rcaJy to cxport and thc managerial and technical 
modifications rcquircd if they arc lo he succcssful. The dis.'icminalion of information is a L:cy stage in preparing 
potcntial cxportcrs for an cxp1rt drive. hut tr;iining and consultancy scf\iccs will also he nccded. These scr\iccs 
couh.! he provided through the l"h;imhcr of l"ommcrcc. ;is is the case in many other countries. At prcscnt. howe\cr. 
dcspitc its willingness to s1.:n·e in this n1lc. th1.: l"h;amha is in;ad1.:qu;itcly rcsourced ;and has limitcd cxpcriencc in these 
fields. Technical ;assist;mcc and invcslmcnt will he nccdcd if ii is to fulfil this function. 

While hoth the SSls and Corporation-. wnt;sct and ncgoti;alc with rorcii:n dirnts on their own ll\:h;alr. cxporh arc 
closely controlled hy the !\UT ;and !\HE. Expor11.:rs must rc!!i-.tcr their export pniducts with the MVf to secure an 
;annual export licence. a time-consuming proccss inrnl\ing the prcparalion of a study c\"aluatin!! the long-tcrm -.upply 
and world market demand for th1.:ir pniducts. This m;ay he heyond the capacity of SSI m;anagcrs. All new pniducts 
and changes or producl spccilicalions must also he registered lo secure appro·.-al. \Vhilc the price of hoth pri\"alc 
and puhlic ... cclor export." is freely dctermincd, export wntr;tl"ts must II\: -.uhmillcd to lhc NBE immcdiatdy for study. 
NBE review-. the contr;act and may rcfu-.c its ;1111hori1ati1m if ii considers the price too low, i.e .• lowcr th;an world 
market price or lowcr than thc price in previous contracts. This kavcs liulc room for exportcrs to offer discounts 
or "loss-leader:;" whcn pcnclralini: new markch. It j, ;also ;a c;au-.c of dcby an<l frus1r;a1i,m for foreign dicnts. 

Dcspilc the :-.;nE, efforts to sccure the m;aximum pricc for export-.. hordcr priccs in Birr ;arc frequently lower 1han 
those in the domestic m;arkd. Thi-. i, a conscqucncc of the o\-cr-valucd exch;mi:c r;ite which rcduccs the Birr 
earnings or export-. rcbti\e lo the conlrollcd prices or domcslic -.;ale ... and thc scarcity rents a\aibhk to private -.cctor 
producer ... :ne•il;ahly, this l·nn1urages prndul·crs to all11cale n:.,ourccs 10 prnducts for ,;ale in the <lomcstic market. 
To some cxlenl, thi, lendcncy c;sn he counkred hy Mini,lcri;al <lirectivc' ;ind the priority given 10 cxp11rt1.:rs in the 
;1lloca1ion of r;aw material, and forcii..:n cxch;1ni:c. such th;al producers may he rrcp;arcd 111 ... uhsidi1c exports -.old 
al a l1is' throui..:h domcslil s;alcs in order 111 i:;11n prcf1'.rcn1i;al an·c-.s lo csscnli;al inputs. Uowcwr. in order not to 
impair the pr111it:ahili1y and liquidity of cxpor<ini: puhlic cnlcrpri ... es, the i:o\ernmcnt introduced ;i sy-.1cm of cxporl 
suhsidie ... in FY l'>Kl 



lllJ 

Puhlic cnh:rpri.....:s sul>mit an annual daim l••r the Jiffcrcm.-.: ~tw.:.:n the horJcr pril·.: anJ the co .. 1 of pwJuction 
anJ Jdiw~· h• o:--.:ccr. Th.: o:--.:o:r a.'-..._.,..._., thl· daim anJ authori,..-s lhc !"BE lo pay a lump sum suhsiJy h• 1hc 
MOI from a funJ financed. in p;.art. hy the rn'l('l."1."1L-.. ,,f the export su"'-iJ~· .. urchargc tax. The suhsid~-. which j_, 

u.•mall~· ks.o; than the total .. um rn1uotnl. i-.. lhcn di.-..1rihut.:d hctwe.:n exporter" ,,n lhe l>a.-..i.o; of nc.:J. Sinl-i: lhc 
co\-crag.: j_, nol c••mpkh.: and cr.:Jii... ;ire Jd.1y.:J • .:ntcrpri.....-.. re .... ,r1 h• shorl·lcrm llo.•rrowi~ h• n•\·cr 1, ............ 

Leather gondo; and spices ar..: th.: .inly pr..Jul1s which ha\'c nnl r.:quir.:J .. uhsiJi..-.. ••n an annual l>a.'i.'. Olhcr 
products - nolahly tcxtiks ;ind ch.:mical.;, · haw r.:eci"·ed sul....rantial 'u"'-iJics. sometimes exceeding the foh prin: 
(dctailo; arc n•ll a\·ailahk). Thi .. pra..:ti..:.: d•ll."s nol cncourag.: .:nterpri.....:s to minimi'c their C•-...ts or ma.ximi:r.: their 
l."X(lOrt priCI.". \forl."<Wl."r. in the ahxn..:..: ,,fan a.o;._'Cs.,m.:nl of fur.:ign 1."Xl·hangc l."XpcnJitur.: on cxporl pn JUl1S. lhc 
system ma~· al1Ually· suhsiJi:r.: net f,•rei!!n cxchang.: losers. lindcr th.:sc l;rcumslanccs. 1hc suhsid~· sy'Slcm i..; 
incompatihk with lhc dlil·ient ;111,..:ali••n ,,f r.: ... lllrc.:s in the indu.-..trial scl1or and. if manufal-tur.:d exports con;inue 
to grow. will place gniwing l>urJen on the d.,m..-s1ic hanling sy'Slem. Fur1hcrmore. whik temporary suhsidi.:s nluld 
fl-.: jusrifi..-J on an infanl inJu .. try ar!!ument lhey ar.: likely hi allral1 retaliation fr,,m polcnlial export marlets. 

The uhim;1t.: .. olutinn In thi .. prnhlt·m ""••ulJ h..: In de\;1lu.: the Birr. an npti•m whil·h the g•1\ernment is currently 
cnnsidering.. In lhe meantiml-. th.: !!••\ernment c,iulJ cnn .. iJa 1he intn.Ju..:ti••n of an cquitahle su~iJy ..ch.:m.: 
relate•! hi the rati•' hctwcen the ,,ftj,i;al ;inJ ntJrlet l·wh;lll!!l. r;lles - tantamount lo a Jual e:whange rate. Thi., w•iulJ 
gn "''me W;1y (0 redu\ing. the presenl di,h•rlillllS in the allllGllion nf re ... IUrCe,. f'ClWeCn pr.ifitahtc anJ lo .. s maling 
.:xporh:rs. 

Anolhcr pr,.ftkm fal·l·J hy exp.•rlers i-. the kwl nf t;1xatit•n - custnm'\ dutie' ;ind dome .. tic transal-tion-. tax.:' - on 
inputs and cxp.•rts. llo.11h ,,f whi..:h incre;1....: product price .. and r.:duce inh.:rnation;1l compctiti\·cnc.._.,_ At prc....-nl all 
cxp.lrb arc 'uhject h• a ~ per cent export t;1x. though th.: withdrawal of this ch;1rg..: i.o; under Jiscus.o;ion. More 
import;ml i-. th.: in;1J..-,1u;acy of l;1x dr;1wh;acl -.y-.tcm. which. al pr.:....:nl. do..:s nol c.w..:r duti..:s on all inpui... allows 
th.: ("u,tnms d.:p;1rtmen1 r;1thcr 1h;m the ..:nkrpri.....- to ...- .. timal.: w.astag.: rate-. and d1...:s not allnw m;inufacturer-. ,,f 
int..:.medi;1k !!•".J' ..._·Hin!! lo exporters 111 \\.ti\.: th.: tran-..;acti<m ... exci...: ;ind lurnnwr taxe-. on these proJuci... 
Rdorm ,,f th.: <lr;l\\h;Kk ,,hl-ml· i' ..:urrl·ntl~ in prep.1r;1tion h• ..:n,ure th;ll it i, ..:omp;1r;1hk lo thos..: nffcred hl 
..:xporkrs in • •l hl·r count ric,. 

\\"hik thi, i, of intere'I h• entcrpri'e' \\h:,h cxp••rt a sm.111 prop.•rli••n of their pr..Juction. m;1jor ..:xpt•rlers .. huulJ 
Ill." al>I.: h• imp.•rt ;111 thc inpuh u,cJ in th.: nunub.:tur..: ,,f np.•rts raw m;t1.:ri;1I,. without paying impt•rl Juti...-,. nr 
l;1x..-, ;1, i' inkrn.11i,m.1I con\l·n1i .. n .. ·\ limited numl'l\:r of exporlcrs - th.: :-.;a1inrral L.:;11hcr ;mJ Sho..: Corp.•ralit•n 
and Ethiopi;m Spil·c, · ;1rc ;1hk h• import inpuh duty fr..:.: where they c;m pro\.: th;1l th.:y ar.: lo~ us..:d wh,:lly in 
the m;muf;Klurc "r l"Xpt•rl pr1><lu.-i ... Thi, pri\ilq!l". l!r;inkd hy th.: ("u,h•m' Authority. do..:s nut ;1pply to 1h,1....: 
cnlcrpri'l"' pro.!ul·inl! in1crmcdi.11c pr11lhKh r .. r ';1k lo 1:xp.•rt.:rs ;inJ u,..-d in exp.•rtcJ prtlllUch. This .. mi .. sion 
should flt.· rcctilic.f. !),•ill!!"' will pro\ id.: a stronl! inc.:nli\l." f,,r th.: .!.:\dopml·nl of linbl!..:' - suhcnntr;ictinl! ;" wdl 
;1' ifir..:d pt1rd1;1,l· · h.,:t\\l"l"n CXportinl! l"nll"rpri'c' .:njo~inl! ;1 pri\·jkl!ed eXpt>rt rC!,!lllll" ;md r..:m;1in.fcr or lh..: 
l"Clllh•lll\. 

r\ c11mplimcnl;1r~ .... 1111i .. n h• 1h .. · pr1>hkm .. r duty lrc.: pr .. .tu.:ti .. n for .. ·xport w1•uld l'I\: to l"sl;1:.li,.h ;an Export 
Proces,inl! z .. nc ( Fl'Z) or 1> .. 111k.I f.1\1 .. ri.: .. \\hil·h \l.oUIJ l0 nj1•y ;1 privikgl·J l"ll't"m' rcl!imc l·omp;1r;1hk '" th .. ,.c ,,r 
\buriliu, ;an.I m.1ny .. 1h,·r n•un1ril·, \\orld·\\iilc_ :\, IHl·,cnll~ c1>nn·i".:J. the hon.tcJ foct.,ril·, ;and ;in FPZ - \\hich 
could h..: .:,1;1hli,hnl in :\,IJi, ,\h;1h.1 or in :\";1h - would "p.:r.11.: simuh;ineou,ly. The former would provide ;1 

fr;1meworl.. r .. r l"Xi,ling puhlic l"nlcrpri,l·, tu "l"\dop ;1hllll! np.•rt oril·ninl lin.:s. The bll.:r would ;11lr;u:t ncw rorci!!n 
im.:st mcnt hy prll\ idin.i.: ;a 'ii.: l·1111ipp,·d \\ii h .111 ncn·";1ry 'en in-' ;1ml ,uhj.:cl h• privikl!ed l;ix anJ custom' rel!im.:s. 

:\ '' ronl! 1m111u j;; 11·i,· .. ,,,. l'.111 I>.- m.uk f, •r '11d1 irht ii 111 inn'. F1hi1 •pi.1 h;" plenl iful 'uppli..-, .. r d1..:;1p - thoul!h l;irl!dY 
un,killnl · l.1hour. In 1•1s.'i 1h,· .1\,·r.1~.- \\.H'.,. of puhlil' ,l·dor ind1hlri.1l cmpl .. ~n·, ";" k" th;m Birr.\4lCI (~ISll) per 
mllnlh. lh••ll!!h till" mini11111m \\.11'.1" i, 11111\ Birr'\11 ():!'\) p•:r m1•nlh, which i, <.""<lremdy l"••mpl"litivc hy int .. ·rn;1tiun;1l 
'1;md;1rd,. II i, i1k.1ll\ pl.Knl hd\\l"l"ll L1r t-..1,1.-rn ;ind Furopc;1n m;irl..l"I' lo ;111r.1l"I lil!ht·;""-"mhly indu,lri.:s 
cxportini.: lo h1r1•pc.111 111.1rl...-h. Thi, i' p.1rtin1l.1rl\ lruc in lhc r;"l" of l!·rrmcnt ;rnd lntik ind11,1ri.:s wlwrl· 
Ethiupi;1·, 'l.1llh ;,, ;111 I.I><· 1:11;1r.1nll""' 11nr,·,1ri,·t.-.I dut~ frn· l"ntn inl•• thl· I'<· under tlw 1.oml· < "on\l"nlion. 



On the 01.hcr hanJ. a numll\."r ,,f fad1•n. arc liL:dy h• Ji,;couragc inwsh•rs: the wcaL; infraslrUl"tUral ha.sc - with poor 
tran.,.porl ll\."ing a maj,•r c"n"traint ,,n th.: ahility lo export regularly· anJ meet Jdiwry· ,;ch..:Jul..:s: the limitel! 
oppor1uni1i..:" for linkag1.: inh• J,>n1c .. 1ic inJu,.cries thn•ugh suh-conlral"ting for mainlenancc. equipment manufal"lUrc 
anJ tooling: chc sh••rlagc 1•f sL:ilkJ anJ ..:x1>eri..:nceJ mar.power an:u..-.tomcJ hl an EPZ fal"tory re!_!imc: the prcscnl 
ahscncc ,,f foreign im..: .. tm..:nl anJ th.: cxpcri'-·nc..: ,,f pa.'1 na1i,•nali1a1ion.": and the prnailing ccnlral pla~ning system. 

Much will depend on lhe l~'f'C ,,f inccnli\e" lh..: g,•wrnmenl is prepared h• offer. Details of lhe 1a.x anJ July regimes 
applicahk to an EPZ anJ h..>ndeJ fach•rie,. ha\e n•>l yet l>ccn w,•rkcd oul. nor has chc g'wcrnmenl dckrmincd 
whclhcr such cnlcrpri...:s w1•ulJ hcndi1 fn•m pri\ikges in rda1ion lo the lahour law and othcr rcgulalory kgislalion. 
A World Bank fonded study h• a!'scss lhc impa'""l nf an EPZ on Ethiopia's cxport performance and i1s suitahili1y· a." 
a mean." of allracting foreign inwslmcnl and generating cmplo~mcnl j_,. citpel"tcd lo ll\."gin in thc ncar foturc. This 
study will also highlight the ll\."ndilS 10 he gained hy ad,•pting an EPZ polil!. If the cxpericncc of olhcr countries 
is anything h• go hy. lhe ll\."ndilS will fl\." limilcJ. EPZ.-. generally ''peralc a.-. an cndaw. in the early· stagcs at ka..-.1. 
producing rclali\dy simpk. low 1'-·chn,•logy pr.llfucts with a limited Jcgrcc of pn>ce:-..,.ing. u .. ing kw l,>cal inputs olhcr 
lahour anJ u1ili1ics anJ 1•ffering link in the \\;ay ,,f 1cchn1•l1~~- transfer and !raining."· Bcnclils. in krni,. of lhc 
contrihuti,•n lo Ethiopia·,. cn>n••mic Jc\cl1•pm.:nl. ;m.: nw .. 1 likcly h• accrue if Jirccl f1•rcign inw .. 1menl in chc EPZ 
i-. in th.: form of j<•inl \cnlurcs wich Echiopi;an puhli.: 1ir pri\·;11e parln.:rs. 

Prin11i:111i1111 

Privati1a1ion appears lo h;l\c l>ccn inlnllfuc'"·J inh• lhc dchalc nn cconomic r..:form in Ethiopia more as a 1hrc;al lh;an 
as a polil·y.. During lhc Ji.,cu:-..-.i•>n" 1•n ec1•n••mi.: reform fl\."f,1rc lhe <:enlral Commiuec of lhe \\'orkcrs· Parly of 
Ethiopia in \larch l'l'lll 1hc go\crnmenl announc..:d lhal puhlic cnkrpriscs lh;ll wcre unahk hi oper;1lc profilahly 
mighl fl\." solJ h• the pri\·;1lc sech•r or liquiJ;11..:J.. :-.;,, ..:nl..:rpris..:s were specilic;11ly iden:ili..:d anJ the pn>ccJurcs h1 

fl\." applied ha\c ~·c1 1<1 fl\." announ.:cd. Pri\·a1i1;1li11n is. conscquenlly. still only ;1 remole slep in the pr.1grcs." h1warJs 
a markcl c..:•>nomy. The !_!•w..:rnmenl h;1 ... after all. announceJ ilS n1mmi1m..:nl lo a mixcd economy in which lhc 
puhlic and pri\ate scclor \\oulJ operatc siJc-h~-.,idc on an c11ual h;asis. r;alhcr 1han lurnin!! ics hack on go\·crnmcnl 
intervention alhigclhcr. 

:'.'l:e\·erlhcl..:s.'. gi\·cn !he peril11u., lin;in.:i;1l .,i1u;1li1m of nuny puhlic enterprises. lh..: wc;aknc"" of existing m;an;1gemcnl 
anJ lhe limited resources a\aibhle for their rdurhishmcnl. priva1i1a1ion could fl\." a wise polil·y m,1w if puhlic 
management is un;1hk h• restore prnli1ahili1y. Pri\·a1i1ali1in should. h,1wewr. l>c considcr..:d in lhc hni;adcsl sense.:. 
Closure and liquidation m;1y he thc only \·i;1hk 11p1inn f11r some nf lhc worsl c;1se ... Puhlic cnlcrpriscs may he ahk 
hi raise.: coapilal hy sdling 1•f non-rel urning ass,·ls ;md so lin;ancc I heir recowry undcr existing m;m;1gcmen1. 01hcrs 
may· he ahk lo raio;c c;ipi1;1I hy sdlin~ cqui1y. either hy a sh;arc i.,.;uc or through esl;1hlishing a j1•in1-wn1urc. El1ui1y 
coulJ al.;11 he u .. ed lo reduce Jchl burden chrough deh1:equi1y swaps. holh lo Jome .. 1ic ;ind in1ern;1lion;1I h:mh. This 
may involve o;ome priv;alc .. ecl11r p;ir1icip;1ti11n ;al hoard lc\el. M:m:agcmenl conlr;acts could also ll\: considered, 
p;1r1icularly whcrc lhe pri\·;a1c scclor m;an;agemcnl omsuh;anh lr:ain their niunl·:rparls wichin lhc existing m:an:a_!!cmenl. 
Enterprises could also he leased 111 privoilc seclor enlerpri .. cs. This ;allows the slalc lo rel:ain ;a-;sels while.: the kssor 
m;1y oper;ale lhc cnlerprisc ;as he chooses. 1h11ugh o•mplic;a1i11ns m;a~ :arise where lhc kssor wishes lo incre:asc the 
cnlcrpri,e\ capit:al stock. La,lly. lhc ,!!•l\l·rnmcnl could Jivc'I enlirdy from cnlerpr;", li) ,dling !he asscls and 
-goo<l-wilr h• pri\oale ime .. 111r ... C"hPil·e of lhc ;1ppn1pri;1ll" slr;al:agem will <lepcnd 1m lhe silu;ition of c:ach enterprise.:. 

Al lhe s:amc ciml-. ii "hould he rcl·"!!ni1cd 1h;1l the ,!!ll\Crnmcnc"s 11pti11ns m;ay he circumsnill\:J. The govcrnmenl 
has implicd lh;al only 111 .. s-m;al.:ing cnlerpri .. es would he pri\;1li1ed. Such enterprises m;ay nol lin<l a huyer, or lhe 
hi,!!hesl hid m;1y fl\: consider:ahly l.1wer lh;an the hook \;1lue of the :asscls on ;accounl of the cn1crprise·~ pasl 
pcrfornunce. ()i\es1i1urc from lhc br!!l"'I cnlerprises will he p:arlicul:irly difficult hcc;ause few Ethiopian 
cnlreprencurs arc suflicienlly coipi1ali1c.J. Wi1h11ul a wdl dc\dopc<l capil;al m;1rkc1, a puhlic share issue - the mclho<l 
used in mml indu,1rioil economics .. w11uld he prohkmalic. The former Pcoplcs" Democratic Repuhlic of Ycmcn 
was ahlc 111 sernrc widcsprc;1J support f11r new-mixe<l (;1pi1;il projccls, hul !he share.: issue.: had lo he c;m:folly lailored 
'\o lh:al mi,!!r•ml w11rker"s could :aflord slod.s. For holh these re;asons lhc domcslic ec11nomy m;iy he un;ihk io :ahsorh 
the s;alc of IPE" and f11rl·i!!n nm1p;1nil·, \\11111.1 h;a\e 111 p;arlicip:ale. The worl.:roree may he opposell. knowin~ 1h;1I 
privoile o\\ncrs arc lil.:dy lo 01rnpre" 1lw \\11rl.:f1•rcc as onc of the fir,I Oll';asures in1rod11l'cd 111 rcslorl· proli1:ahili1y. 
Soci;1I cmls, s11l'h ;as innl.";awd 11nl·mpl11yrnl·n1, ;arc .Jillirnll lo me;i,ure. This is further eompli,·a1ed hy the 
monopolies and quasi-m111111p11lil·s cnjo~nl hy m;an~ Flhi11pi;an IPEs. In such c;ases me;isurcs w11uld h;a\'C lo he 
intro<luccd 111 c11nlr11I rcnh. 
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One ks...-.on fnim olher Jc:\·doping cnun1ries i~ lhc: imporlancc: of planning anJ careful analysi.-. al an c:nlc:rpri."C le\d 
hefore emh;trking lln aJ hllC pri\aliJ'ali1•ns. Each puhlic c:nlc:rprisc mus1 he das..,ilieJ acclirJing lo lhe Jesirahili1y 
of anJ 1hcir plllCnlial for Jj\·c~1i1urc:. k~sc:r r.irms of pri\"alc SCl1\lr parlicipalilln anJ liquiJalion. Such da..'\..'iilicalion 
should go hanJ in hanJ wi1h lite: rcform llf puhlic scclor managc:mcnl. since: 1his will iJcnlify 1hc conslrainls and 
ptllenlial of inJi\iJual c:n1::rpriscs. A pwgramme can lhc:n he prepared. Since E1hiopia"s IPEo; haw mll ycl had lhe 
opptnlunily lo prow !heir Wllrlh in a markc:1-orien1.:d c:conom~-, prc:paralion of such a programme would he 
pn:maturc: for the 1ime-heing. 
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of controls on the grain p:·ices. for instance. led to a reduction in their price in Addi."' Ahaha. ewn though the 
gowrnmcnt had anticipated a price rise. 
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Manal{'Cmt71t, l'JS..'(. 
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foreign exchange to purchase cau...,tic soda. o~-genated water. pla...,tics and a range of machine parts. 

7 / Under the franco "·aluta sy"5tem. th.: National Bank of Ethiopia prmides Foreign E'change Licences for good-; 
on which no foreign exchange i.-; payahle. The importer i.-; nOl required lo iJc.:ntify the source of funding. The 
hulk of lhc goods imported under the franco \"alula sy"5lcm arc food aid imports financed hy donors. The 
remainder arc capital and consumer goods imported hy private sector traders. Much of the foreign exchange 
employed in the franco \"aluta sy"5lcm is prmided hy Ethiopian nationJl"' r.:sidenl ahroad. purcha.."\CS of foreign 
exchange al the parallel markcl rale ( Birr:'i 10 Birrfi = SI) and the foreign hank accounts of traders who ha\"c 
exported goods illegally. 

8/ {je1.ahgnc Mitikie, .\lt·a.mri11g Enmomit· Effit"it-m:y. A Cast• Smdy of tlit• Stalt' Oimt•d Ta1ilc /111Jus1ty i11 
Ethiopia. MSc Th.:sis, Addis Ahaha Uni\"ersi1y. l'>S7. 

9 / ILO /UNlTC, Enmomic am/ Soc:iu/ Efft·cts of M11/tinationa/ Emcrpri.ft's i11 Ei:porr Proassin>: Zonc.f. Ciencva. 
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V. RESOURCES FOR INDUSTRIAL DEVELOPMENT 

A. HUl\IAS RESOURCES 

Acnwding hl lhc I~ CCR.'iUS Elhillpi;i"s lolal populalion numhcrcd jUSl O\"Cr 42 n:;llion p..:rsons and 11.-as gn.,,.,ing al 
a rate of 2.'J p..:r cent p..:r ~-car (Tat.le 5.1). Al lhe currcnl grn~th ralc, lhc populaa: m will douhlc in 24 years and 
increase hy t10 p..:r a::nl h).· 1hc ~·car :!lllll. Appmximatdy 22.b million p..:rsons (49 p..:r ccnl oC lhe populalion) were 
of 11."twking age in 19S7. or lh\.-sc l'U~ millilm 11.-crc economically actn'\:, s~-sting a parlicip•Uion rale abon: 88 p..:r 
cent for lhc populali1m .._, a whole. Al present lhcrc arc 4UlJXl) lk."W cnlranls lo lhc labour ftwa:: each year. 
Approximaldy JO p..:r ccnl of lhcsc join 1hc urkan job marker_ 81; lhe )"Car :!llll lhc numhcr of new cnlranls will 
ha\"C risen lO (._'\5,tJll>. 

The economy ha..'i pro\-cd unable lo accommodale 1hc rapid gn.,,.,th of lhe labour force. According lo a Ministry of 
Labour and Social Affairs (MOl..'iA) sum:y undcnakcn in l'JS.I, there 11.-crc only 4-10.(lD wage earners in Ethiopia. 
lhe \-a..'il majorily of whom were gO\"t:rnmenl empltl)"l:\."S. This is cquivalenl lo k"SS lhan 2-2 p..:r ccnl of lhe 
economicall~· adn-c popula1ion. All enlerpriscs cmplo~ing more 1han lcn people mUSl recruil 1h1.:••1th MOL'iA, 
cxcepl for s1uden1s recruilcd dired from univcrsily and lechnical colleges who arc allocalcd hy ONCCP. ""'"hereforc, 
lhc MOL<.;A eslimalcs may he regarded a..'i fairly accuralc. 

From 1•rN hl 1%'9 a lolal or 15:!..S57 person.;, were n:cruilcd lhrough MOL'iA's .lti cmplo~mcnl exchanges. Only :!J5 
per ecol or 1hosc regi...rcring al MOL<.;A cmplo~mcnl exchanges were appoinlcd ( cquivalenl lo ju.-.t 3 per ccnl of 1he 
cSlimalcd number of cnlrJnls lo lhc bbour force). Morco\·er, lhe numhcr of placemcnls ha..'i fallen dramalically in 
rcccnl years. from IS.:!7:! in (')SO 10 15.:!74 in !'JS.I and ju.'il 7,'-~'> in l'J8'J. Morctwcr, nol all or 1hosc appoin1cd were 
recruiled for new jobs. Ahoul 5 per cenl or lhose appoin1cd each replaced rclired workers and so lhe numhcr of 
joh crca1ion.'i ha..; probably amoun1ed an awragc of aboul IJ,:!00 owr lhe 1979-19~'') period. In rcct·n1 years early 
relirem.:nl ha.'i been inlroduced a..'i a mean.'i of increa..'iing 1he number or younger slaff appoin1ed. 

Unemploymenl is already a scriou.;, problem in urban arca.'i. In Addis Abaha. according lo lhe cen.'iU.'i, lhc 
unemplo~menl rale wa.'i I0.5 per in I'~. Approxima1ely S5 per cenl or lhosc unemplo~·ed were firsl lime job seekers 
and unemplo~menl ralcs were signific;mlly higher among youlh.'i (:!l.lt per ccnl) lhJn lhllSC older lhan :!5 years (<1 
per cenl). Howewr. lhc hroad ddini1ion or economically acli\·c u.<;cd in lhe census 11 i'i lhoughl lo significanlly 
underes1imale lhc level or uncmploymenl. A su"'·ey underlakcn in l'~l cs1ima1cd 1ha1 1hcre were 373.000 urhan 
unemployed and lhe TYPP Jocumcnl argued. on 1hc basis of lhe number or joh seekers regislcrcd \\ilh MOL<.;A's 
3'1 employmenl exchange orlices. 1ha1 1he number of urban unemployed wa.'i closer 10 5410.11011. From 11>8C: lo I'~) 
1hc residu;1I numhcr of regislralions ar1cr appoin1men1s al MOL<.;A labour exchanges a\·eragcd 5'J,000 person.-. per 
year. 7t1.5 per cenl or 1he 101al number or rcgis1ra1ions. The cumula1ive ltllal or lhtlSC remaining on lhe emplo~menl 
exchange regislers has increased al a rale or 13.5 per cenl per year since l'J'N and now slands al titi.'(,X.'\5 (Tahle 5.:!). 
Admiuedly nor all or 1hosc regis1crcd arc slill seeking employmenl: MOL<.;A cslimales 1ha1 al kasl 10 per ccnl of 
1hosc re~isicred will have found work 1hrough 1he Personnel Se"'ices Commis..-.ion (PSC). joined small-scale 
enlcrpriscs ,ir been conscripled inlo lhe armed forces. Ncverlheks.'i. T;1blc 5.2 indicJlcs lhc scale of 1hc prohlcm. 
More rne;1ling ;11 1he hum;m level, i:-. lhe oh!'\ervalion 1ha1 live hundred people apply fo:- each unskilled joh on 1he 
lirsl day of an adverlisemcnl being pos1ed in an cmpl11ymcn1 exchange. 

E1hiopia's s1ici;1l !'\Ccurily d11c:-. nol CO\cr 1he unemployed. They :-.ub,isl in ;1 1wiligh1 economy of small-sc;1le lradin~ 
occasional employmcnl ;mJ dcpcnd..:nce 1lll employed relaliws. Among 1hcse group,, hou!'\ehold incomes arc 
horrifyingly low. A reccnl survey or KcllClc in Addis Ahaha conduclcd for IL<> reve;1led lhal a\·eragc mon1hly 
incomes were BirrlX7 (S'Jll) per household and Birr25 (SI:!) per inh;1bi1;m1 I hough lhc di~1rihu1ion was highly skewed 
and lhc median income per h111N.:h11ld \\'as only Hirrl.l.'( (St1t.) per monlh. lJnemploymenl rcblcd urban poverly and 
1hc fru,lralion of uncmpl11~..:d ~oulh' pre,cnls lhc go\ernmcnl wilh one ih mo:-.1 prc~,ing social problem,. 
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A.-. is chara\.1eri_,1ic or mo .. 1 African coun1rie~ lhe pr,lhlcm or urhan unemplo~menl exi .. 1s along.,ide a shorlage ,.r 
adequaldy lrained personnel. Ahhough 1he numhcr or persons rq~i'\lering each year for professional and lechnical 
jobs ha." con.'\L'\fenll~- exce::ded lhe numhcr or placemenlS in 1hi' calego~- (Tahle 53). on sc\·eral oeca..;ion..; lhe 
numhcr or appoinlmenlS wilhin lhe managerial and administrali\"e Calego~· has \."XCeeded lhe numhcr or regi.;lration..; 
thal ~-car and the si:1e ,.r surplu .. registrati,ms in other years i-. rdati\"dy low. Moreowr. the MOL'\r\ das.,ification 
hides •ide di.;pari1ies in 1he supply and demand for skilled staff. particularl~· 1hosc or degree and diploma lcwL The 
numhcr or gr01duale studcnls requested hy the MOI from the ONCCP (which allocates all graduales 10 lhc puhlic 
sector on the ha...;is or rcquesls m;1de annually hy each Mini_,1~-) greally excecdo; lhe numhcr allocaled. This is 
especially true or trained admint'\lrali\·e and lechnical personnel or diploma lc\"d and engineers and managerial 
persc.•nnd wi1h degrees (Tahlc 5.-1). 

Tabl~ 5.1. Total and «onomil-.ally actin population. 1975. 1987 and 1995 

1975 1987 19953
' 

(000) Per cent (000) Per cent (000) 

Rural 30,485.7 89.8 41, 105.4 89.4 51,929.5 
Urban 3,4n.6 10.2 4,853.3 10.6 6, 131 .3 
0 to 14 years 15,807.7 46.6 21,387.6 46.5 27,019.5 
15 to 64 years 16,706.9 49.2 22,619.0 49.2 28,575.2 
Older than 64 years 1,443.7 4.3 1 ,952.1 4.2 2,466. 1 
Econo111ically active 14,663.2 43.2 19,814.9 43.1 25,032.7 

Total Population Il,958.3 100.0 45,958.7 100.0 58,060.8 

Male 9,521.7 64.9 12,845.8 64.8 16,228.4 
Female 5, 141.5 35. 1 6,969.1 35.2 8,804.3 
Urban 1. 106.8 7.5 1 ,539.4 7.8 1,944.8 
of which: 

male 695.4 4.7 929.3 4.7 1. 174.(i 
female 411.4 2.8 609.2 3. 1 769.6 
10 to 20 years 379.9 2.6 487. 1 2.5 615.4 
25 to 49 years 615.3 4.2 882.2 4.5 1. 114.5 
older than 50 years 116.6 .8 169.7 .9 214.4 

Rural 13,556.6 92.5 18,075.9 92.2 22,835.8 
of which: 

male 8,826.4 60.2 11,716.0 59.1 14,801.1 
female 4,730.2 32.3 6,359.9 32.1 8,034.6 
10 to 20 years 5,284. 7 36.0 7, 132.2 36.0 9,010.3 
25 to 49 years 5,815.7 39.7 7,848.6 39.6 9,915.3 
older than 50 years 2,456.2 16.8 3,295.1 16.6 4, 162.8 

Econc:mically active 14,663.2 100.0 19,814.9 100.0 25,032.7 

Source: CSO, POR Ethio~ia: Facts and Figures, 1987. 

a/ Projection based on the proportion of total population 1n category in 1987. 

Sine\'. 1h1: R1:\ol111ion. pri11ri1y h;1' hl·l·n ~in:n lo 1h1: exp;m,ion of e.luca1ion;1l opporlunilie" f11r lhe m;1,,,,e ... 1\s a 
fl.:suh of r.;11i11n-wide lih.:r;u:~ l';1mp;1i~n,, lhe litcr;Ky roste h;i" increa,ed from :'i per cent in 1'>711111 .1:'i per cent i.1 
l1>Xt1. Acl'c" lo h;1,ic edm.:;1tion h;" been imprmed hy 1he nin,1rucli11n 11f -1,7110 new primary 'chool' between 1'>7:'i 
.md l<>Xt1. Prim;1ry 'd11111I enroimenl innc;l\Cl.I hy l:'i:'i per cent ow1 the same period. Neverthelc,s, the primary 
~chool p;1r1icip;1li11n r;1k i' ,till only .\t1 per cent. one of lhl· lowc,I level~ in Afric;1. Furlherm11re, lhe r;1pid expan,ion 
1•f edUl';1lion;1I focili1ic., h;1,, lo ~om.· l."\lenl. heen ;1chil·wd ;11 the expen'e of q11;1li1y. The .. rudenl - le;Khcr ralio ha~. 
for in,lanre. inne;1 .... ·d from .\•J 111 -l.1\. To ;srrommodate innl·a,in~ numher" of .. 111dcnh, a ,hifr sy,lcm h;1,, heen 



in1mJu'--cJ which ml."ans 1ha1 ca'-·h chilJ rl."•'l."iws 11n awra!!i: only four htiurs of ins1ruc1i11n per Jay. In l'>N•. ;ilm,1s1 
.it> per Cl."nl of sch,•ol kawrs haJ ,inly ;ilh:nJcJ lirsl !!r;iJI.". The kwl of fun'--iional illih:·r;il·y j_, rdatiwly hi!!h. ~tiny 

stuJcnls mow into hi!!h'-·r-ln·'-·I trainin!! 1m~r;imm1."s "l!.lth ll•W lewis ,,f lia.'>ic skill' anJ l""'r s1uJy h;1hits anJ s11 arc 
unatilc to hcndit fully. As " r•·suh thl." '-·c,•mimic rl."turn.'> hi inwstmcnt in i:Juca1ion anJ training arl." mul·h lowl."r 
lhan tl:cy coulJ he. Thi." !!''''-"rnml."nt i:nJ,·an•urs Ill achin·c a l~l per ccnl incrl."asc in primary Sl'h'"'' altl·nJancc 
hy t•)t)..I_ 

Tablt" 5.1. Kt-gisten-d unen1ployed and appointments. 1979 to 1989. 
t sdt•c:ted years> 

1979 1982 1984 1986 1988 1989 

Registered 230,601 57,693 54,692 52,594 55,288 51,330 
Placements 22, 107 15,n8 15,274 12, 133 10, 751 7,980 
AIYlU.ll surplus 208,494 41,965 39,418 40,461 44,537 43,350 

C&mulat ive total 
of lnl!llployed 208,494 365,642 446,216 512,985 625,485 668,835 

Source: Based on MOLSA, Enployment Service Information, October 1989. 

Table 53. R.1tio or number or persons registering as unemployed 
to number recruited by occupational category. 

1980-1989. selected years 

Category 

Profess i or.al and 
technical worker~ 
Administr~tive and 
manag~rial workers 
Goverrment executive 
and clerical workers 
Sales workers 
Service workers 
Agricultural wor~ers 
Production, transport 
& equipment operators 
Unskilled workers 

Total 

1980 

5.24 

·.39 

8.82 
1.67 
1. 72 
3.99 

2.58 
5.31 

4.71 

1983 

2.64 

0.72 

8.66 
0.85 
1.47 
5.69 

2.93 
2.39 

3.56 

1986 

2.24 

11.62 
0.21 
1.39 
6.61 

2.26 
2.74 

4.33 

1987 

4.78 

2.63 

15.10 
0.52 
2.73 
5.72 

3.43 
3.05 

5.67 

1988 

3.89 

0.84 

16.01 
0. 11 
0.98 

11.20 

3.54 
2.43 

5.14 

1989 

3.00 

1.55 

17.65 
0.08 
0.66 

11.29 

2.83 
6.36 

7.35 

Source: Based on MOLSA, EllJ)loymcnt Service lnform.1tion, October 1989. 

Secombry :-.rhool otlll·n1bnn: 11;1, ;1(,11 inrrl·;1,nl ilr;1ma1irally ,inl·c the Rt·v1•luti11n. thou!!h the propmlion of 
students in junior ;1nil 'n1im 'eron1brv sd11111I rt·m;iin, l11w ( 11.h pn cent ;ind 1)..J pn rent rcspcl·tiwly in 
l'>St1). The !!11\.:rn1m·n1 h;1, ;11nhiti11u' phns lo dimin;1le srhool dr1111outs hdort: lhc sixth !!r;uk hy 1'1'>11 ;11Hl 
inncasl." ;11ft'n1bnrt· ;11 junior scn 1nd.1ry sd111ol' (!!r;1dt:s 7 lo 8) :-.o thal 80 per l'l."nl of till· srhool lcavcrs will 
haw all;1ined !!r;11k t•i1!hl h\ l'l'I.~. Alknd;mrt: ;11 senior 'el·on,bry srhool~ will inrrt·asc al a sl11w1."r ralt' in 
line \'·irh lht· ~11\t'rnnw111·, pnli,·y 1111·011n·ntr;1tt· re,ourrt'' in h;"ir edura1i11n. 

Whik p11sse"i11n of ;1 Sd111ol l.l·;l\in!! < ·n1ilir.1tt· i, an t'"l·n1i;1l 111' rkril·;1I cmpli1ymt:nl 11r t·ntrann· 111 hi!!hl."r 
cdul·;11i11n. rhr r.1pid )!'.11\\lh in llll· numhn of sn·11n1bry ~rh1111I k;rn·rs h;is 1111hlrippnl lht· numhcr of 
l'l11Pl11~111rn111pp11r111nilil·, .1\,1il.1ltk fnr 1h11,l· "ith ;111 ;1r.1drmir 'l'rombry t·dur;11i11n. Thi,_ 111~e1hn wirh thl· 
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shortage of middk-kwl technical personnel. ha.' led the go\\:rnment to endeavour to include an clement of 
\·ocational training in primary and secondary school-; hy introducing the "General Pol~technic School Syllahus" 
alongside traditional comprehen.o;i\·e secondary education_ On paper this giws students a foundation in 
technical skills already in Grades l-<1_ Metal and woodwork classes arc offered for grades 7 to Ill and 
options in industrial. con.o;truction. clerical and Jgricultural skill-; arc availahlc for grades 10 to I::! (Annex 
Table A-::!3 and summarl/ed in Tahlc 5.h)_ About one quarter of class time is de\·otcd to technical subjects 
for those in the technical stream in grades CJ- I 2_ 

Table 5 • .S. Ministry of Industry rrqu~ts for and supply of 
diploma and dcgrtt gradual~ by subjm arr.a. 

198.s/85 to 1988/89 

Deficit/ 
Course and qualification Re<µ!sted Supplied surplus 

Adninistration 646 219 -427 
Technology 831 339 -492 
Science 14 13 -1 

Total IUlbl?r of diplcm1 graiiates 1.491 571 -920 

Engineering & architecture 449 90 -359 
Science 85 118 33 
Finance & management 555 231 -324 
Other subjects (> 8 2 

Total nullber of desree graiiates 1.095 447 -648 

Source: Based on Table A-22. 

Table 5.5. Student enrolment, educational institution and lewl, 
1975-199.S, selected )ears 

1975 1982 1986 1994 
School Nunber Nurber NUllber Per NUlb?r 

cent 

Grade 1·6 957,301 2,374,362 2,448,778 78.4 5,248,000 
Grade 7-8 124,584 248,704 363,l32 11.6 879. 100 
Grade 9·12 64,213 238,428 292,385 9.4 387,300 
Technical schools 4, 100 4,800 0.0 o,000 
Further education 8,200 14,985 1~,436 0.6 £~. 740 

Per 
cent 

80.2 
13.4 
5.9 
0.0 
0.4 

Total 1,1S4,298 2,880,579 3,122,731 100.0 6.S43,140 100.0 

Source: CSO, POR Ethiopia: Facts and figures, 1987 ~nd Provisional Military 
Government of Socialist Ethiopia, Ten-Year Perspective Plan, 1984. 

In pr;u.:1icc, howe\'er, Higher (ieneral Pol)tcchnic Education (Jl<iPE) ((irades IJ-J:~) is only av;1ifobk al 15 schools. 
with an enrolment of approxiMatcly .J,.'.'00 students (less than 2 per cent of the secondary school popul;1tion). 
Competition for entr;ann: i' intense: approximately ten students applied for c;1ch place in the l;11c JWiOs. The 
Ministry of Education has plans lo build li\'c new lechnic;1l and vocational schools during the TYPP ( l«>S-i- l')')J) 

period, increasing the numhcr of stmknh enrolled to (1,000 by 1')').l The new schools will offer ~peciali1ations in 
agricultural subjects and so change the babn.:c of the llC iPE output, which is rnrrcntly biased towards industrial and 
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dcrical skilk Ahout .>5 il\:r n:nt 1•f the: !!raJuatcs from ll<iPE n.•w take the ESL(.' anJ !!'' 1>0 to higher eJucati1>n. 
Tht: n:m;iinJcr enter the j.•h m;irkc:t. r.1rn1 .. ·rly II< il'E graJu;1tcs I.I.WC all1>CJICJ to puhlic sc.:ctor cmpl··~c:rs thr.•ugh 
the O~<:CP. ;\,1w stuJ .. ·nb finJ \\••rk lhrough the empl,1ymcnt l"Xchangcs. Although ll<iPE graJualcs have J 
consiJcr;1hly l>cncr chann· ,,f finJing \\,irk th;m 1hc:ir n•untcrparls with only C••mprchcnsiw scn>nJ;1ry cJuca1i1•n. 
lhcrc i_._ sum.: n>ncern th;1I thc:y J11 n••t ;1l\\;1~s enter the fidJ llf cmpl1•ymcn1 rdc\;inl lo their skills. The r"·n1tw;il 
1>f O:"\<:<:P sU(l\:ni-;i,1n h;1s nude it Jilfo:ult f,1r th.: ~10E h• plan th.: oulpul ,,f fulurc generali1>ns of graduates 1•n 
the h1-;i.-; ,,f lhe pr1•jcl·ted dem;mJ f11r skills. II has al._,, rcmuwJ a channel for feedback from emplllycrs on the 
conh:nl '•f courses. 

Tahll' 5.6. Sumhl'r of graduatl'S fmm T n:-bnic·.al and \"oc-.atiunal 
Schools by broad sui.jn:t dassifac-.alion, 1987 to 1990 

Subject 1987 1988 1989 1990 Total Per cent 

l~strial skills 1, 10~ 1,418 978 933 4,432 60.9 
Clerical and adninistrative 491 658 10~ 157 1,410 19.4 
Construction skills 184 157 166 180 687 9.4 
Other 148 225 186 190 749 10.3 

Total 1,926 2,458 1,434 1,460 7,278 100.0 

~: Based on Table A-2~. 

The predominance of liher;il ;iris sludcnl cnn1lmcn1 anJ 1hc ac;1Jcmic oricnlali11n of many of the h:chnic;1I suhjc:cls 
taught arc the ch;1r;Kh:ris1ics llf high .. ·r cduca1ion in E1hi11pia (T;1hlc 5.7). In 1'1~1 only ''-h pt:r cent ,,f stuJenls in 
furlhcr educ;11i,m wen: cnr,111.:d in 1cchn11l,1gy courses. The h•lal ou1pu1 of graduate "·nginccrs from 11173 h• l'IS) 
w;1s 1•nly l.~.>l. ,,f whi.-h ,inly l·C h;11l studied elcdric;1I engineering ;inJ ~'"' mcch;mic;1I c:ngincc:ring. 

The government prop••s .. ·s h• innc:;1sc: both 1hc h•lal numll\:r of students in further cJuc;11ion ;mJ the: propor1i1in of 
sludenh studying 1c.-hnnl,1gy during th.: TYPP ( l'IS-t-1 11')_;)_ This will ht: achinc:d hy the cxp;msilln of f;Kilitics al 
cxisting 1e.-hnol1•gy inslitulc:s (lh..: T.:dm,1li1gy L1cuhy ;11 Addis Ahah;1 l:niwrsily ;ind Bahir D;ir Pol~t .. ·chnic lns1i1111c) 
and the c.mslrui:tinn of six new sp..:i:i;1lis1 ins1i111h:' in lhc fields llf w;llcr lcchnlll•'!!Y· nms1rucli1m mining. dcctricily 
;md electronics ;ind i:h .. ·mislry. The n•mplc1i1•n 11f a Tl·;ichcrs· T .. ·chnical Collq!e ;11 ~u;1rc1h in 111'>0. wilh ;1 cap;icily 
llf SOil stuJcnts. will also cnqm: 1h;11 highn nluc;1linn m .. ·cts th..: J .. mand for qualified 1c..-hn11logy lcach .. ·rs al lower 
l..:vcls of the cduc11i1•n pyr;1mid. Efforls arc also h..·ing m;1dc (11 ~1ructurc fur1hcr ..:dw;;t1i1in cour,..:s so 1h;1I they ;ar..: 
of grcal..:r rd..:\";tncc lo the industrial scch•r. :\ -.tcp in this direction w;1s th..: ere al inn of ;a Co-operation Prn!!r;amm..: 
hc1w..:..:n th•; lfni\"crsity of Addis Ah;1h;1 ;and the :\IOI in February l'ISt•. Thi' h;as pro\·idc:d for the 'ponsnr,hip nf 
uni\crsily .. 1udcnh hy the (\1rp11r;ati11n'. scminars ;ind rc,..:;1rl."h links hclw..:cn ;ac;1dcmia ;and industry. 

Within th..: industrial scd1•r. o\cr;all r .. ·sp11n .. ihili1y for the d..:wl.ipm..:nt and implcmcnt;ition of lcdmiral trammg 
progr .. mm..:s is \cs1cd in 1h...- Elhi11pian ~bn;1gcml."nl lnslilulc (EMI), 1h;1I functi1in' dircl·tly under 1:1c (\iuncil of 
!\1inisl..:rs. \\'hen llK in .. tilulc \\;1s rl."slruc1ur .. ·d in 1'11H. lhc Na1i1m;1I ProJucli\"ily <"l."nlrc (NPC). which pnwid..: .. 
tr;aining in industrial ~kills. w;1, dcladwJ fr,1m \IOL"i:\ and hroughl under its super\i,inn. The f"f'(' remains th..: 
c..:n1ral lr;aining in~litulc f,ir 1h..: ( "orpor;11i1in' undo ~I< >I supcr\"i,ion. ( 'orpor;11inn production and '"Pl."nisory staff 
with ..:ducalion;al 1111alilicali11n' ah11h' gr;1dc S arc s .. ·n1 lo lhl." :"1:1'(' on in-house lrainin!! n1urs'-·'· lin;mrcd from the: 
C"orpora1i11n,· hmlf!cl. Thl·rc ;arc t>\l.."r (\h"nly nmr'c' a\·;aibhlc in surh lidd, ;as gl·ncr;al mn·h;inii: ... wcldin!!. 
plumhinf!. 'heel md;ah\11rkin!!. dl·.:1riri1y. k;11hcr ;mJ ,hoc m;11111f;Klurc, wood w11rk and \"1111'trndi1in with ;i d11r;ili1in 
of hclwccn -I 111 ~-I wed ... Thl· :\I'('\ c1p;iri1y j, limilnl lo ;ihoul -1:\0 tr;iin .. ·c, pa yc;ir whirh is "di hdow 1h..: 
n..:..:d' of ind1htry for lr;iinin!! 111' Ill'\\ rn·ruih ;111d Upf!r;idin!! .. 1 .. ll To extend an·c:ss lo lr;aining lhc NI'(' h;1, 
..: .. 1ahli .. h .. ·d ;an in-sl·nirc tr;iinin!! 'dll'llll' impkmcn1cJ hy r11rpor;1ti1in pcr,onnd lr;iincd ;11 thc n·n1r .. ·. < "11rp11ra1ion' 
h;1\c f1111nd 1his to he ;1 n"I 1:ff•lli\c nll·lh11d nf Upf!r;1din!! 1hc: skill, of lo\l..-r-k\l·l produrlion st;iff and ,,f dkl·ti\dy 
inlq.~raling tr;iinin!! irlln lhl· d.ay·l11-1by ;arfi\itic .. of lhl· ,hop n1111r. 



In addition lo the facilities avaibhk al the NPl'. four puMic corporations haw estahlished their mm training centres 
lo prmide specialist courses: the Ethiopian Printing Corporation Institute of <iraphic Ari. the Ethiopian Sugar 
Corporation Training<. ·entre. Akaki Textile \I ill Training Centre and a similar institute al Dire Dawa and the Akak; 
Spare Parts factory Training(. 'c.:ntre opened in 19:\.'i. Although small-scale (\\ith a capacity of 50-100 traini:\.'S at one 
time) and hampen:d hy a short;1ge of equipment and suitahl-.: teaching staff. the training centres haw brought ahout 
a significant impnm.:ment in shop-lfoor pnl<lul1i\ily hy prmiding short (2 Jays to six months) coursi:s in rcle\·anl 
production skills. They offer an opportunity for unskilled workers to up~rade these: skills and training for sup:.:f\isnry 
staff. Both the National fo1.l<l and Nation;1I Leather and Shoe Corporation..<> ha\·e plan.." to 1.kwlop training centres 
of their own. the laller \\ith technical assistance from the Ci1.wernment of Italy. Every encouragement should he 
gi\\!n lo such in..,.titutions which provide a training input al shop-floor lc\-d for all workers. 

Table 5.7. Number or students in diploma and lirst degne cou~s 
in higher edul&1tion institutio1ts, 198..1-1994, 

selected )"ears 

Actual 1983 Actual 1986 Planned 1994 
Subject No. Per cent No. Per cent No. Per cent 

Technology 1 ,701 10.6 1,740 9.6 6,645 23.6 
Natural Science 2,814 17.5 3,n5 20.5 2,905 10.3 
Social science 5, 117 31.9 5,695 31.4 5,620 20.0 
Pedagasical science 2, 142 13.4 2,248 12.4 3, 180 11.3 
Medicine 1,625 10. 1 1 ,810 10.0 4,890 17.4 
Agriculture 2,642 16.5 2,939 16.2 4,870 17.3 

Total 16.041 100.0 Ul.157 100.0 za.110 100.0 

Source: CSO, POR Ethiopia: Facts and Figures, 1987 and Provisional 
Military Government of Socialist Ethiopia, Ten-Year 
Pers~ctive Plan, 1984. 

The low lcn:I of technological development in Ethiopian industry is mirrored in the training facilities availahlc. The 
intnl<luction of m1l<lcrn technolo1:-'Y and new pnl<luction skills must, therefore. he accompanied hy training through 
technical assistance or study abroad. In FY l'>S.'i, l\101 supcf\ised corporations hcnefitcd from :\'\.'i.'> man months 
of manpower training through tcchnic;il ;issist;incc v;ilucd at a Birr2.'> million. In Dccemhcr llJ/o!'> there were -J.'i MOI 
employees training ahroad, ~I of them studying technology or production skills, the remainder m;inagemcnt and 
finance. Considering the size of Ethiopia's indu~trial si:clor and the skills constraint in the field of h.:chnology this 
numhcr is extremely small. There is wnsi1lcrablc scope for the expansion of manpower training through t:.:chnical 
assislancc. 

Prior lo l'JK1, manpower development planning concenlrated on lower and middle level personnel and neglected 
management training. The Ethiopian Management Training lns1i1u1e (EMTI) provided managcmcnl training for 
senior public corporalion employees. When ii was rc~lruclurcd in l'>SJ, ils m;mdate wa~ broadened to include 
!raining in ;111 branches of the economy and in puhlic ~eclor admini~tralion. In rewgni1ion of the operational 
difficulties faced by corpor;itions, 1he EMTI wa~ al~o instruclcd to idcnlify and re~olvc the man;1gcrial problems 
through consult;mcy ser\'iccs. formulate managemcnl policies ;ind pro\'idc tr;1ining in w;magcment mclhods. Owing 
lo inadequate facilities ;ind I he _,hortagc of I r;1incd personnel, EMTI trained only IJO man:1gers and 40 ;1dminis1rators 
in 11JX5/Xli. The E!\ITI is now seeking lechnical assi~1;mcc lo help in its ambitiom pl;ins to expand the numhcr of 
ils Slaff. direct training of managemcnl and administr;ilive slaff, pro\'ision of consult;incy ~crvices and lhc number 
of pcr~onncl !rained lhrough "'Ciuided Tr;m~miucd Training" (CiTT) (~raff in~lruclcd as lraincrs by lhc lnMitulc). 
Over !he period l'JX7 lo l'NI, the EMTI plans to pro\'idc !raining 10 .l20 scr.ior managers, 1H10 middle managers and 
l,'J20 supcrvi"1rs and 2JOO ~l;1ff lhrough CiTr~ (~cc Table A-2~). If high ~landards of !raining arc provided ;ind 
EMTl's recommended policy changes arc implemented, the EMTI will help revi1alizc man;1gcmenl in the puhlic 
sector. 



The gowrnmcnl has ignored lhc demands ,1f lhc privalc scclor for skilled pers,mncl and !raining facili1ics. All 
uni\·ersi1y· gradualcs arc all,Kalcd h1 lhc public scclor immcdia1cly after gradualion. lfn1il recently 1his was also I he 
case wi1h gradualcs frnm \"lKalional !raining ins1i1u1ions. As a rcsuh lhc privalc scclor has gn:al diffo:uhy in 
rccruiling skilled slaff. Pri\·;11c scclor cmpl,1yers haw relied on on-lhc-joh !raining lo dc\·dop 1hcir ·.1.·orkforcc. This 
has limila!ions. sinci.: small-si.:alc firms lack 1hc s1aff ncccs.,.ary 10 inslitulc founda1ion pwgrammcs 1ha1 will enable 
lhcm lo UP!_!radc !hose with ,inly hasic skills. Howcwr. acci.:s.'i to manpt1wcr trained in cxisling vocati,1nal instituti,ms 
\\ill not he a panacea. l\losl small-sc;ak cnlrcprcncurs also need staff trained 10 c;irry oul specific !;asks. yc1 such 
skills arc not calcn:d for in 1hc formal education insti1u1ions. 

If lhc g,wcrnmcnt is hi caler for the needs of small-scale privali.: sector firms. a flcxihlc approach is m:cdcd. Small
scalc enterprises rcquiri.: better cduc;1tcd rccruils \\llh a good foundati1m through generic-formal cduc;11ion. Specific 
skill training rnuld lhcn be prmidcd by out-reach courscs or short-term courscs in \"llCalional institutions \\hi.:rc 
economics of scale can he generated hy training staff from num1..rous small firms. HASIDA already prmidcs such 
scniccs on a small scale. Its facilities and c;1paci1y could he expanded. Parl of the rnsl of !raining could he home 
hy ct.'ploycrs though some go\"crnmcnt subsidy will he necessary. 

Human resource.: devclopmcnl is essential if 1hc industrial sector is lo expand ;and operate cffcctiwly in a compe1i1iw 
en\ironmcnt. Industry needs a heller quality work force, a work force 1ha1 is moti\ .. ted. flcxihle, capable of impro\ing 
the quality of its work. and produc1ivc. At 1he same time the gm·crnmcnt must ensure that inveslmcnl in education 
and training hrings an economic return. Al th·: !owcr le\-cls of the cducalional pyramid 1his ohjccti\"c may run 
CllUDlcr lo 1:1c Slicial ohjcctivc of education for all. \\'ithout the means lo suppt1rl a comprchcnsi\·c cduc;tlion 
programme, 1hc rapid gnmlh in sludcnl numhcrs has rcsuhcd in a dclcrioralion in the 4uali1y of education hi such 
an cxlcnl lhat the rclurns 1m th..: inveslment musl ht: douhlcd. Numbers arc no subs1i1u1c for 4u;1lity. hul 1herc musl 
!le a trade-off since here 1he ec1momy suffers from an aculc shorl;1gc of skilled and pr,1fcssional s1all 

Efforls lo o\"erc,1mc lhc ;icutc sh11r1agc of skilkd and professional s1aff arc hampered hy lhc ahscncc of a 
comprchcnsiw plan which rclali.:s lhc demands of .1dus1ry - and lhc economy as a whole - lo holh lhe .:onlcnl of 
cduca1i1m and oulpul of sludcnh al cwry kvcl. Poor planning rcsuhs in a mismalch 11f resources and needs and 
lherchy uses 1hc g1wernml·n1's limilcd financial resources inefficiently. There can he no douhl 1ha1 holh lhe quali1y 
and supply of appropria1cly lraim:d manpt1wcr could he improved by idenlifying lhe economy's manpt1wer demands 
on a sys1em;11ic h;1sis and lailoring 1he financial resources of educalional ins1iiu1i,ms lo suile. Such pl;mning musl 
slarl wi1h a demand and supply assessmenl and such an assessmcnl should he conduclcd from the hollom up. In 
lhe pasl, !here h;1s hel·n a lcndency f.,r enterprises lo exaggerale 1heir m;mpowcr requiremenls, kn.1wing 1h;11 only 
a prop11r1ion of !heir needs will he lilied from lhc quola. Closer consuhalion hclween lhe ONCCP, cduc;1lional 
ad\"isors and public scclor managers is ncedi.:d if 1hc pfan is lo he l. .:cli\"e. Al presi.:nl 1hen: is liule communication 
hetwi.:en m;magcrs and cducalors. Manag..:rs compbin 1ha1 the !raining a\";1ilahlc in schools and uniwrsilics is ill
suilcd lo the nccds of 1hc induslrial scctor. Such consull;ition will nol h;1ppcn au1om;11ically. ii musl hc 
ins1i1u1ion;1fi/cd. 

Poli1ic;1l and economic rdorm could also amdioralc lhe ~kills shorlage in E1hiopia hy a11r;1cling home brg' nurr.hcrs 
of pwfcssionals now rcsidcnl ahro;1d. During 1hc i'>70s and l'>SOs E1hiopia suffcrco fnim a hr;sin dr;1in of 
unprecedenled proporlior.s in lhc rnunlry\ hislory. There arc 1hought to he about :!11,111111 Ethiopians wi1h gr;1duale 
degr•:es living in lhi.: Uniled Slalcs of Amcric1 and similar numbers in Europe: a for brgcr numhcr lhan can he 
found in E1hi11pia. While many r.f lhcm lef1 Ethiopi;s for poli1ical rc;1sons, highcr salarics ;ind hi.:llcr carccr prmpn·1s 
play an imporlanl :iarl in dclaying 1hi.:ir rclurn. II may nol he rc;1lis1ic to cxpccl many of lhcsc ewn11mic ;md 
polilic;il refugees lo rclurn lo E1hiopia. Ccrl;iinly, few will rclurn lo governmcnl ser\"ice since thc salary pal"kagcs 
lhe go\"crnmenl can ;1fford simply arc 11111 allracli\"e enough.1/ 

On lhe olhcr hand, cnlreprcncurs rcsidenl abroad may k: willing lo invest in E1hiopi;1. Thcir cxpcricnce in ;1 m;irkct 
orienlcd ewnomic s~stem wou!J hc invaluable to E1hiopia as lhe crnnomic order (hanges. Thcy could also provide 
an injeclion of fu1;ds inlo lhe small-scale imluslrial seclor. Potcnlial prolils will hc onc a11r;1clion. Bui, as 1hc 
experienre of lhe formcr !'copies Dcmocralic Republic of Ycmcn imlicalcs, lhe dcsirc lo offcr cmploymcnl lo 
rdalivcs slill residcnl in Elhiopia may he anolhcr imporlanl molivaling farlor. II is de;ir from lhe discussions 
preceding lhc WPE's approval of 1hc reform 11;1ckagc in M..rch l'NO, 1ha1 cxpairialc E1hiopians wcrc one of thc 
large! audiencc~ for lhc new invcslmenl wdcs. Many wcre fovour;ihly impressed. Thcir willingness lo imcsl in 
Elhiopia will, ho\o·cn:r, dq1cnd on lhc pr11grc.ss of 1hc promiscd poli1iral rcforms as wcll as cwnomir di.:vclopml·nl. 
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The cstahlishmcnt of a multi-party democracy and resolution ,if the secessionist prohlcm that has causc:J instahility 
and lighting for more ,;,".: twenty years arc especially implirtant. 

B. AGRICULTURAL RESOURCES 

Ethiopia is primarily an agricultural economy. In J 1>~1/S7 agriculture generated .. ['._3 per cent of Ci DP. agricultural 
commodities ;ind liwstock accounted f11r 93 per cent of exports and the agricultural sector employed ahout ;.;t, (ll.r 
cent of the workforce. The ;1gricultural and liwsto1:k sectors arc also an implirtanl source of raw materials for the 
industrial ~cctor: MOI supcr\"ised industries taking more than 50 per cent of their inputs from the agr!cultural and 
livestock sectors accounted fllr nearly (I() per cent of the total MVA genaatcd in J•>S7 /&•t 

( iivcn the central role agriculture plays in the economy. the pllor gro\\1h record of the past decade is a mallc1 of 
great concern. Agriculture's contribution to GDP fell hy an average annu;il rate of OA per cent over the period !'>SO 
to !'IS.'( even though the agricultural sector hcnelited from 23 per cent of dcvclopmcnl expenditure during the live 
years lo l'>s..'( According lo FAO estimates, gross agricultural production w;1s 5.8 per cent higher in 11):-\.'\ !han the 
average for the period 1979-1'182 and food production was 85 per cent higher. In pa ,-upitu terms. however. total 
agricultural production and production of fo,1d crops fell hy 7.7 ;ind h.2 pcr ccnt respe1:tively ovcr the same period 
(Tahlc 5.S). Ethiopia ceased to he self-sufficient in fond grains in the mid-1970s and since then the food deficit has 
increased steadily. By l'>S7 the cereals deficit for a "normal" year was thought to hc ahoul 500.1100 hmncs. During 
drnugh! y1:ars this deficit increases markedly. After a disastrous har\"esl in J981J. thc defi1:it is expected to reach I.I 
million tonnes in l'>'Xl. A preliminary a-;sessmcnl of the crop situation has conlirm1:d th;1t 19')1 is likely to he another 
had year in a number of reg.inns. 

In order to m1:d these food grain deficits. Ethiopia has hcwmc increasingly dependent on imports. C irain imports 
increas1:d from M,1100 tonnes in FY 19S I lo 5.:'i0,000 tonnes in FYllJS7 and arc thought Ill have reached I million 
tonnes in FYllJS.'\. Emergcn1:y food aid makes up a large part of the ddicit during drought years hut sine<: !9l'\..t the 
government has had Ill step up commercial imports of grain during years of normal rainfall. In l'>S.:'i/~1 comnu:r1:ial 
grain imports amounted lo 3011.0IHI tonnes ;1s comparcd with an an:r Jgc of h0.000 tonnes per year in the period 
197'>/SO to 1'>8.,/S..t. Owing lo constraints on Ethiopia·!> foreign cxchangc hu<lgcl commcrcial food imports have nol 
completely covered the fo11d deficit and pa capita ccr1:al consumption is thought to h:1vc declined. 

Agriculture's p1111r pcrlnrmam:c may be a'>crihc<l both hl physical and economic constrain!!>. At pr1:scn1 ahnut lh . .:'i 
million ha an.: undcr cultivation. amounling 111 l.:'i.·'-' per cenl of lhc bod surfacc. though about 84 million ha arl.'. 
con,idcrcd cultivable. Nearly lhrcc quarlcr-.. of the cultiv;1lcd land is in the highlands. when.: population densities 
arc high, cslimatcd ;11 onc rur;il houschold per :'i ha of polen1i;1lly cultivable land.Ji Large areas of the h1wlan<ls 
could he cultivated ahi.:r dear;mce or with irrigation (in 1'>X4 there was only 81>,mo ha of irrig;11e<l land hut 2.2 mn 
ha wnc rnnsidcrcd irrigahk). llowcvcr, tlic polcnlially cultivahlc area still amounts lo only 7.2 ha per rural 
household for the country as a \l.h11!c. lligh population densities force intensive cuhiv;1tion pracliCl'' on peasant 
former'>. c;1u-,ing cmironn11.:nlal di.:gradalion. Soil loss from cropland is currently cslim;11cd al 40 111110c' pl·r h;1 pcr 
year. Al currcnl rates nf cro-,inn. IX pa cent of existing cropland will he uncuhivahlc hy the year 2010. Drought:, 
in l'J7.'-1'>74 and l1>X4- J1>St. have abo had a dramatic impact on agricultural prnduclion, particularly in the nnrlhcrn 
regions. A drought in 11>:-N cam.cd XO per cent h;irvcsl losses in Eritrea and .:'iO per cent loss1:s in Tigray. At the end 
of l'>S') the World Food Prog1ammc warned thal ..t million Ethiopians were threatened hy famine and lhe 
government had appcalcd for intcrn;11ional a">islancc in mounting irs emergency rdicf effort. WFP c-,1ima1..:d th:1t 
the ccrral dcliril for 111•111 am11un1cd 111 I.I million tonnes, about one q .. artcr of total consumption. 

In 11rdcr lo o\·cr,·omc thi:sc i.:nvir1111111cnl:1l conslrainh the governmcnl ha' ronccnlralcd irs resoUrl·l·-; in th.: 11'1 
'urphh producing 1mfc'llu.1 idcnlilicd in l'>S7, all of whid1 lie within 1h1: highl:tnd tone. Pri11ri1y ha-, al:-,o h..:cn givcn 
lo lhe expan.,ion nf lhc rnhiv;1:11e area. The Three-Year Development Plan (TYDP, FYJ 1>S7-FYl 1>S1)) sci an 
;1111hi1iou' 1::;).:d of •no.mo h;1nf 1:111,I to he brought und.:r rnh:val;.,., - amounting to a 14 pcr cent inrrea-,e - mcr 
lhc thrcl' yc;ir pcri11d. II al•.o cnvisagcd lhal the area undcr irrigation would douhk. Neither of lhc.'il' largrls havc 
hem achii:v..:d. ,\[ 1hi.: -,;1m..: 1imc thc gmcrnmcnl sought to rcdis1rih111c the popubti11n hy 111" rcscllkmcnt farmer'> 
from the dcnscl~ p11puLi1cd norihnn region-. in virgin bnd.s lo llll· south and l·;"I. This programme hi.:g;111 in 
;\:o\l·mkr l'l,'\4 a11d hy :\brd1 l'>Sli, when ii was 1t-mp11r;1rily .'>lhpi.:ndl'li, 800.1100 pcoph.: had hccn movl'll. In l'>S.'\, 
:he l'll\l°rlll"l·nl a111111unrul ih i11knli1111 lo rr,111111· llw rc:-,cllkmcnt programmr, though at a ,1,ml·r pan-. Tlw 
: ....... rnml·111 pLin11l·d 111 rv•,l°fllv 110.0flll L1111ilil·s in l'IS'l. 



A radical Lind n:f,,rm rr.'!!r;1mm~· thal na1i,,nali1cd all agrirnhural land and rcdis1rihutcd it nwrc c4uitahly hctwccn 
peasants l>c!!;tn in J'f:'5. The: bnJ n.:f,1rm pr.,grammc also hwught large: plan1a1i,in:-. unJcr ~late: uwnr.:rship and 
cstahlish..:d the: first rural s~·r\icc and pr,iJuc..:rs c.1-,,pcrati\..:s. Despite.: the: pri11rity f,i\·cn h> the: sociali:ratiun of 
agricultural pr11Jucti1ln. p..:;isanl farmcrs cuhi\;tlin!! lhcir own pints still prcdnminatc (in 1'1~1 thcy accountc:J for 92 
l'd cr.:nl uf 1h~· culti\alc:.I ;1rc;1). By l'1:-i7 all\1u1 half ,,f the: pc;isant farmcrs wcrc mr.:ml....:rs ,,f scrvicc co-opcrati\·es 
(SCs). which providcd an·,:ss hl inputs. marketing facili1ics and credit at prcfcrcntial rates. Pmgrcss in the: 
dc\dnpmenl ,,f pniJucc:r w-opcrati\·cs (PC:.). in which land and animal ownership is wstcd in thc c.1-opcrali\·e. h;is 
l....:cn mul·h sl,1wcr. In l'IS7 1h..:re \\Crc only 2.•i22 PCs owcring ah.mt .J 111.:r ccnl of the: cultivalr.:J ar.:a anJ 3 per 
ccnt of the rural p.1pub1i.in. dc-.pile the a\·aibhility of a varicty of incentiws such as priority access to credi1 and 
inpuls. 

Table 5.H. :\grirnllure. food and liwstuck production inde\e~. 
19MO t:• 19MH 

(Average 1979 to 1981 = 100) 

1980 1981 1982 1983 1984 1985 1986 1987 

All crops 98.8 98.7 106.6 101.5 88.5 96.0 106.0 102.5 
- E1£r Ca[:!i ta 98.7 96.5 102.3 95.6 82.2 87.9 94_6 91).4 
Food crops 98.9 97.7 106.8 100.0 89.9 96.6 106.8 103.7 
· E1£r ca[:!i ta 98.8 95.8 102.5 94.2 83.5 88.5 96. 1 91.5 
Livestock 100.2 101.5 1C2.6 103.9 103.9 109.5 113. 1 114.4 

Source: FAD, A51ricul tural Production Statistics, 1988 

198e 

105-8 
92.3 

108.5 
93.8 

116.7 

Stale f:trms ha\·c t;1ken the lion\ sh;m: of rcs\1Urces. e\en th1mgh thcy account for nnly .J pcr cent of the cuhiv;11ed 
;1rea. (her !he perinJ l'ISll- l'JS5 slatc forms wen: allocated .JO pcr ccnt of government expenditure in the 
agricultural scclor and 1his share was 111 increa-.e to ti.\ per cent under !he TYDP (FYl'IS7-FYl9S1J). Stair.: farms 
ha\·~ al~11 reccived a dispr11porti1ina1dy large share of credit. fcrtili1ers ;ind improv.:d seeds (SO per cent. 76 per cent 
and •J) per c1:nt of th1: 101;11 for thc agricuhur;1I seclor r..:spcctivdy in l'JS2). As initi;11ly conceiwd, thc stale farms 
wcrc 111 producc export cnips anll raw m;1t~:rial' for i,1dus1ry. Howcvcr. thl.'. pr.:\ailing food dcficit has forccd 1hcm 
to Jivcrl bnd 111 ccrc;tl culri\;1tiPn and in l1lSl1011ly ~I) pcr ccnl pf 1h1:ir bnd ;1rea w;1s used for the cuhi\·a(;in of c;1-.h 
nops. Thl· re-.ults pf 1his c1111rcnlr;1liPn .,f resourccs h;1\·e nnl been enniuraging. YidJ-. arc n11t appreciably higher 
lhan 1h1hc <lll pca-.anl fornh cxccpl in lhc ct'.: 11f \\hc;1t ;111d h;1rlcy .:ultiv;1liPn. Con-.iJ..:rahlc sums have.: he1.:n sp.:nl 
Pn mc.:hani1a1ion. wi1h li1tlc imp;1cl Pll pr.,duc1ivi1y or prPfil;1hility. Indeed. many farms havc rcgubrly incurrcJ 
l1"ses o.:\i.:n lhPugh thcy hendit from >ignitican1ly hi[!her pr11dun:r prices th;m the pe;1,ant sector. 

Despilc cfforts lo prnmotc a '"minimum p:Kbgc'" of imprO\cd sccd-.. fcrtili1cr-.. credil fa.:ili1ics and exlcnsion services 
for peasanl farmers. such inpuh an: s1ill brgcly unknown in !he pca-.ant -..:ct or. Onc recenl study estimated lh;1I only 
2 pcr ccnl of formers l!\cd impr.ivcd sccd> and Ill per Cl·nl used chemical fcr1ili1ers. If one considers that improved 
scl·d, can increase yield-. by hetwcen -l5 and llKl per ccnt. lh..:rc is a strong c;1sc for exlendin~ !heir w;e in the pc;1s;mt 
\Cllor. Po1•r cornmunir:11ion> an: p.1rl of lhc problem - three quartn> of E1hiopian farms arc half a days walk away 
from lhe neare'I ;111-wealhcr n1;1d. Sine,· l'lS'i, \ill:1gi1ali1lll, lhc removal of fanning families from is1>blcd 

formslead-. lo ncwly huilr \ill;11.!l"'· h:" been th.: >ccn a' 1hc an-.wn lo this problem. By lhe end of l'IS'J !he 
g.1\·ernmcnl an1icip;1kd 1ha1 l.'i milli1111 p,·oplc w11uld h;1\e h~·,·n r,·,dtlL·d in 1hi, rn;mn,·r. Bui th.: p.:;1sanl sedor ha-. 

;sJ,11 suffercd from undn-funding. 

Short;1gl·, nf uxen and modcrn 111111, arc al"' a 111;1jur cPn,lrainl on produc1ivi1y. Nl·arly .JO per ccnl of Ethiopian 
farmer> have 1111 oxen. c'>cll 1h11ugh E1hi11pia reputedly h;t> rnorL' call le per cupita th.111 any 1>lhcr Africm counlry. 
SinCL· 111.'\7 df11rh ha\'c h~·,·n Liken lo c'lahli,h lrarlor rental n·n1ri:s hu11hcs1: .1rc an ntrcmdy expcn.,ive suhs1i1ui.
f11r ;1nirn;il p11wcr. Thi.: dncl1111111..:nl ;ind 1•r11lifrr.i1i•.1n of liclll"r h:md lrnil-. - .>harp sil·klc.,. \t·ythc., and pl1111gh ,Ji;ir,·, 
· rnighl Ii,· a rn11re C11\I dkrtih· nll·an' of inrrc.1,ing l:ihour prndlll'li\ily. 



\larkcling anJ pricing policic-. ha\c al-.11 hccn iJcniilicd as c.in-.1rain1s t1n pruJuc1i11n in lhc (1\:asanl sn:lor. Pcasanls 
mu.'\l sell pan ,1f 1hcir harw-.1 hi 1hc Agri,·uhural \larkding (.\1rporalit1n (A\1<.. ·• cslJhlishcd in 197h). al prices 1ha1 
were lixcJ fn1m 197'1 un1il Dn:cml>cr t•IS7. \\hen a Ill (1\:r ccnl incrca.'iC wa-. granlcd . .-\\IC prices arc oinsis1cn1ly 
lower lhan 1h,1sc lln 1hc pri\;1lc m;irkcl and imp.•rl parily price-.. Liccn .. ing rc .. 1ri,1it1n-. t1n grain lradcrs. the 
rcquircmcnl 1ha1 grain 1r;1d,·rs .. di .iii per ccnl llr mt1n: ,1f !heir purchases hi lhc r\\tC anJ lhc ..\\ICs \lrlual 
montip.ily tin inkr-rcgi,1nal lradc ha .. mc;ml lhal markd price-. arc al~i arlilicially '''"· Lt1w pniJuccr pric.:s n:lali\·c 
lo lhc price t1f inputs di_,c,1ur;1gcJ former .. fnim using krtili.rers. lnJccd. since 1979. when !here was a .. h;1rp incrca..;,c 
in krlili'cr prices. 1hcrc has lx:cn a markcJ Jcdinc in fcr1ili1cr use in 1hc (1\:a.,anl -.cclt1r. !\.fore imp.1rtanlly 
howc\'cr. ltiw producer prices ha\·c kJ 111 a rcJuclit1n in farm incomes. Jisct1uragcd fa,·mcrs from making dforts hl 
increase o!llput and kd s•1mc hi wi1hc.lraw frnm 1hc markcl tir s\\ilch hi cnmm1iJi1i..-.. 1ha1 arc nt1I ct1nlrt1llcJ hy lhc 
A\IC (liws111ck anJ \cgclahk ... f11r in .. 1ancc). The aculc sh11r1agc t1f ct1n .. umer g.-.iJ-. in rural area .. h;1., reinforced 
1hcsc lrcnJs. since !here is liuk inccnli\c h1 increase ca .. h inct1mc. 

(ircalcr emphasis ha .. lx:cn rtu.:cJ ••II pca-.;m( agricuhurc since Dcccml>cr l'>S7 when 1hc gt1\·crnmcnl in1r.iJuc.:J 
a numlx:r 11f n.:f,1rms 111 1h..: nurk1.:1in;! -.y-.1cm. Al1lD!,!siJc ;1 ri-.c in 1h1.: price p;1iJ hy 1h..: .-\\1( · f11r cnl;1in cr11ps. lhc 
g1wcrnm1.:nl ;mn11um:1.:J 1h;1l .-\\IC 4u1•1.1 .. \\11ulJ Ix: rcJuc1.:J. allt1wing farmer .. 1t1 -.di a grcakr pn1p.•rli11n 11f 1hcir 
haf\·csl 1in 1h1.: frn: m;1rkd. ;mJ pri\;1lc 1r;1d1.:r .. Wt•ulJ Ix: al111wcJ hi lran-.p••rt grain lx:lw1.:1.:n r1.:gi1in... This ha .. 
increased marker prices signiliG1n1ly anJ s11 cn,·1•ur;1gcJ farmers 111 -.lcp up pr1iJu,·1i••n. Th1.: gt1wrnmcnl ha-. also 
rcs,11\cJ h1 incrca-.c lhc supply t1f inpuh 1111hc (1\:a .. anl -.cc1t1r. ljUadrupling fer1ili1er 11rJcrs lo 21111.111111 h>nncs in l1>S.". 
Shorlagc of foreign cxch;mgc io purch;1sc ;1gricuhural inpul' is a major con ... 1rain1 on this p.1licy. In l'>~N. lhc 
g1wcrnmcnt coulJ only funJ imporh of ·'2.11110 lonncs 11f fer1ili1crs while 172.111111 lnnncs wcrc nccdi:J . .i, 
Conscqucnlly. lhc dc\d11pmcn1 1•f 1hc pca.,;ml scctor could lx:ndit frnm in1crnali11nal a .... islancc. Bolh lhc EC anJ 
\\"orld Bank h;.m.: alrcaJy pr11\iJcJ fund, for "minimum package" pr1•jccls anJ infra.,lruclural dcwl,1pmcn1S in lhc 
core agricuhural region ... 01her J,in,1r.,, an.: cxpcctcJ In foll11w suilc. 

The reform p;icbge appr1m.:J hy lhc ( \:nlr;1l Commiltce of 1hc \\',1rker"s Party ,,f E1hinpia in !\larch l'l'lll g1...:s ~ar 
lx:yond earlier dforls 111 1i11kcr wi1h !he n:nlral planning sy .. 1.:m. If fully impkmcnlcd ii promises lo lr;1nsform lhc 
agricultural scctor hy n.: .. 1oring pc;1-.;tnl ;1griculturc and lhe fn.:e markcl ;1.,, lhc leading principals of g1wernmenl 
agricultural ptilicy. Although lan<l is 111 n:main under s1;11e owncrship. 1hc usufrucl righl'i of pcas;mls will he 
rccogni1ed and 1hey may he 1ransmi11cd In h,·ir-.. Pcas;mts will Ix: allowed lo hir~ workers - a crucial reform gi,.:n 
lhc seasonality of agricuhural ;icti\ity. c\cn gi\cn !he small si.fe of (1\:asanl holding-.. C11-11perali\'cs may Ix: di~'\oked 
on lhe agrccmenl of !heir mcmh1.:rs. The s1;11c·s purch;1sing m11n11pt1ly for agricuhural prnduch is 111 he ahofo.hcd 
and a free market e .. 1;1hlishcd. Pc;1sanl farmcrs will Ix: allowed 111 sell lhcir pmducc lo dealers or rel ail ii 1hemsehes. 
Transporl in,pecti1in-. In prcwnl d11mc-;tic lr;1dc in ;1gricultural prnJuce were ,111ppcJ ;1lm11-.1 immeJi;tlcly al111wing 
farmers to prolil from highcr pricc-. in lhe citie-..~· Thi ..... hould prmidc farmcr" with an incenli\c lo step up 
prn<luction. The g11\crnmcn1 ;al-.11 ;mn11unn:d 1hal pri\;1le in\'e-.111r-. will Ix: ;11111\\cJ 111 csl;1hfo,h brgc c11mmcrci;1l 
farms on concc .. -;ions gr;mlcd hy the 'l;1lc. Such "pl;mt;11i11ns". mostly in 1hc Aw;1-.h \";11ley. lcJ c11mmcrci;1l 
ag.-icuhurc in E1hi11pia lx:f11rc lhc Rcnih11i11n. pniJucin!! comm. !>Ugar ;ind 111hcr cxporl crop". The n111-.1likdy1;1q!cl 
for 1hi' furm of in\'e-.1mcn1 will he lo-., making -.1;1lc-brm' in lhc more fertile ;1rc;1-. of the c11un1ry. 

Notwi1h-.1andin!! 1hc cc11n11mic reform-.. which ha\c addrc-.scd m;my of thc c11mpbini.. of pc;1s;;nt farmer,. the 
agricultural sn·tor will c11n1inuc 111 face scriou .. slructur;1l c11n .. 1rain1s Rcc11!!niti11n of pea<.an1~; right-. lo land may 
pro\ide -.11me inccnti\c fur !hem 111 inlroducc c11n-.cna1i11n measures, hul ii will intcn-.ify pre-.-.ure on lhc land and 
rai,es lhc pro-.pccl of indi,i-.i11n anJ !he di,pcr-.al of plols in 1hc fu1ure. Thc poor infra-.tructure in much of rural 
Ethiopia - a 'horta!-!c of r1Mlk '111r;1gc ;ind procc-.-.in!! facili1ie' -scriou-.ly limit.. lhc 'cop.: of commcrci;1li,;11i11n. 
Pcrh;1ps mo'I imporlanl. a -.h11rl;1gc of foreign cxclun!-!c will c11n1inue lo hamper lhc pc;1-.anl 'cctnr'-. dfort-. lo 
intensify pniduclion 1hrough 1hc inlrodurii"n of mndcrn inpuh. II m;1y al,11 undermine the dfrcti\cnc-.s of prnJurcr 
price ri'c' a' an inccnti\c. Owing 111 the ,h,1rt;1gc of ninwmcr g1111d.,, in rur;1l l"1H.1pcr;1li\1.:s, farmns m;1y decidc 
!here i-. li11lc point in innea,ing production. Th,·y may d11111\c lo maintain thcir inn1mc at lhc pr,·-.cnl -.uh-.i,tcnrc 
k\d hy prod1Kinf! le-.,. ( 'crL1inl\. 1hi, \\;1-. Tan1;111ia\ cxpcriencc whcn it inlroduccd ;1 -.imibr package of rd .. rm-..1

' 

<'(early 1h1.: lll·t1pcrati11n of donor' i, 11n:1kd ;f 1hc rdorm-. arc lo he dfrcli\c, holh 1hr1111!-!h inw-.tmcnl in c-.,cnlial 
infr;l\lruclurc and 111 cn,11rc 1h;11 1hc rclail oulkh h;1vc ;ircc-., 111 th,· g1111d' th;1I formn-. wi-.h lo purd1;"c 



LU 

Al1'>UI S2 p.:r 1xn1,,f1h1..- 1..·uhi\;111..·J .1r..-;1 \\;1, unJ..-r ci:n:al .. in l'l:'\5/:-\I•_ Traliilionally. 1h..- mo .. 1 imporlanl ccn.:al Hop 
in lhc.: hi!!hbnJ, "a' 1df. .1 tin .. - !-'.r.1in u .. -.-J in 1h..- l"l>t>L.in!! of inj1..·ra. lhc.: E1hiopian .. 1apk. whik in 1hc.: lowfanJ., 
sllr~hum h;1,. l><:c.:n fa\, •ur1..·J ( , ....... - T;1bk 5_•1 L In rc.:c.:c.:nl yc.:ar,.. h, h\C.:h"r. 1..·uhi\·a1 i, >n , •f m;1ir..- has .::1:pan1kJ 1..·normllu.,fy 
anJ iii_, "''w th.: .. in~k nhhl imp .. rl 1..·1..·h-;11 n••P- Fn>m l'ISll.'Sl It• l'ISl•/S7. 1h..- arc.:a unJ..-r mair..- incrc.:;1....-J hy ~. 
(>t:r c.:nt ;111J 1h1..- m;1ih· h.1n ... -.. 1 h~ s.-. (><:r c.:nl. By l'ISt.,'S7. ma1;.: prt>\1Jc.:J ~I p..-r cc.:nt llf 1h..- c.:r1..·al harwsl. 
"h.:n;;i_, 1h1.: I"" 1r;1Ji1i.>n;1l 1..·r•'P"· kif .111J ""r!!hum. pro\iJc.:J ""'·' IS.2 pt:r c.:nl ;111.! 17_•1 1....-r ... -..-n1 rc.:"pt:'-1iwly. 
'.\lm:h "f 1h..- .:xp;m,.,io>n ,,f nuir..- cuhi\;11i"n h;1" l;1L:1."n pbl.'.'1." ''" ,.,1;t1c.: farms. wh..-rc.: maiEI." i .. hy- for thl." nh>"I important 
c..-rl."al. hut 1h..-r..- h;1" ;11 ... ,, 1-....- ... -n a 1..-nJ..-n,-y f1•r pt:a..;int farm .. It> .. u1> .. 1i1u1c.: mairc.: f11r "''r~hum_ r\nlllhc.:r nlllahk 
rc.:cent 1r..-nJ h;1,. l><:en th..- c.:xp;111,.i.•n ,,f 1h1..· arc.:a unJ1.:r wheal. \\hi ... ·h increa,...-J hy J:'.2 1....-r n·nt owr the p.:rioJ 
l'ISO,'Sl h• l'ISl1/S7_ Wh1..·;1I pn11.lu1..·1ion h;1, incr..-:.i.,...-J hy -~-" p..-r cc.:nl o\..-r lhc.: ~me: perioJ_ Thi .. lr.:nJ i .. a 
rc.: .. pon,...- h> 1h..- chan!!in!! urh;111 Ji..-1 ;1" hr.:;1J l><:c•>ml."s nwr..- important a" a .. 1apk. 

Pr,iJu.-1i,•n 11f put,._-, r1..·;1..-l1..-J ;1 1"-·;1k ,,f ,,,_,_11:'11111nn1..-, in l'f'"•l 'Sii_ \\h1..·n 1h ... -y \\l."fL" ,-uhi\akJ on al .. 1u1 U per n:nl 
,,f the: ar,·;1 unJ..-r f,,.,J c.:ri•f"- Since: lhc.:n 1h1..- ;1r.:;1 unJ..-r pul,..-,. h;1, falkn hy U p1.:r cc.:nl \\hik pr.iJuclinn ha .. 
Jr,1p('l·J hy _'7 ('l·r c1..·n11<1 ••nly 5s-1.1•10 h•nn1..·,_ l.1r!!d~ ;1" ;1 rc.: .. uh ,,f J..-dinin!! yic.:IJ, ;111J 1h..- .. uh .. 1i1u1i"n ,,f cc.:r.:;1b 
f11r pub-.-,. "" pc.:a .. ;1111 farm,._ Th1.:r1..· h.1, ;1l"1 l-...·1..·n a ch;m;!c.: in 1h1..· p;11lc.:rn ,,f pr.iJuclilln_ A .. pr .. Juctilln llf 
h11r,,·f-..:;1.b . .:hi.:k ('l";1, ;111.! tic.:IJ (I\:;" h.1 ... f.1lkn (hy _\7 per c..-nl. -II pc.:r cc.:nl and h.\ (l\:r c..-n1 r..-.. p.:,·1iwly owr lhc.: 
1'>7'1/SO Ill l'ISh/S711<:ri1iJ>.1h1.: 11u1put ,,f h.1ric111 ll\:;111, h;1, incrc.:;.-...-J (hy _;_\ 1..:r n:m!. Th..- marL:c.:J Jrnp in pul .. ..
pniJucti"n anJ inn.:;.-.in!! J,1m1..·,1i,· ...-..n .. umption h;1\1.: c.:niJ..-J ..-xporh_ (l\-c.:r the: pt:rioJ 1'171/72 tll 1'17.\/7-1 .:xptirt.. 
11f pu(,.._-.,. ;1\..-r;1!!..-J IO'l.'101 tonn ... ·,_ Lillin!! 111 .\.\.7_\2 tonn..-.. in th..- yc.:ar whc.:n pr,iJu,-1ion peah·J. 1'17'1/Sll. anJ -IA:!7 
tonne: .. in 1'1St•/S7_ 

Tablt" !-.IJ . .-\J:rirnllural prududion b) crop l)pt", llJ76/77-llJK5/'lt6 
sdt"ckd )t"ar.. 
(Thou,and tonne') 

Crop 1976/77 1979/80 l98l/82 1983/84 1984.'85 1985/86 

Cereals 4,340 6,396 5,392 5, 527 3,984 4,450 

Pc.l-;e-. 622 l,010 820 712 474 442 

Oi heed-, 89 82 99 98 95 

!ndu-;t rial crop-; 62 63 69 55 76 90 

Other-; 80 29 30 40 47 42 

Sourc.,: Nat 1onal Bank of Eth1op1a, ~nnual Re~rt. 1985/86, 
(June 1938). 

Prndtll"I ion of 11il,..:nl, ,[ ;1gn;1kd ;11 ;m 11111d •l_'i.f HM I lnnnl·, - llud ualing h..-t\\1.:.:n 77.f MH I and I IS.IN 10 ll inn..-.. · from 
1'17'1/XO lo l'>S\'.'ih n..-n lhnu!!h th..- ;ir..:a und...-r nil,1..·nh inn1·;"..-d .. 1e.1dily from IS7.fHHI h;1 lo 27h.OOO ha. D..-dining 
yic.:IJ, h;1\1.: h..-l·n ;1,nihnl In bd of inpuh \\i!hin lhl· pc";1111 wdor. ;1 ,j1ualinn ;1ggr;1\;1lnl hy low produr.:r prin: .. 
whirh h;i\,· 111;1d,· ii 11nproll!;1hk l11r f;irmL·r, In p11rd1;1w krtilill·r,_ ,\, produrlion h;" .. 1;1gn;1lnl an inn..-;1,ing 
prnpor!ion nf lhL- h;1r\l"'' h." f.1..·01 dir1·((1·d l11\\,1rd, mel"!ing th..- dom1·,1ir 1k-m.111d ;ind l"\(l"rl' h;1H' f.tfk·n. Exporh 
11f oil ,.._-d .111d 11il -...·..-d r.1kl· ;1\...-r,1gL·d l-l.'.71HI 1111111..-, in tlw pniod 1'172/7\ 111 l'fl.1/7-l h111 ;1H·r;1gnl 11nly .'iO,XtNI 
l•HlllL"' in 1h..- pl·ri11d 1•1 . ..; '.'.'\-l !11 1•1s.i/S'i ;111d onl~ 1-U~lll lonri...·, in l1>."it1f."i7. ThL· d...-rlin..- in ..-xporh \\;" p;1rtinal;1rl} 
dr;"lir in 1h1..· c"..- 111 ,,·,,1111<·. In 1'17-l ,-,porh of ,n;1111 ... · ;11111111n!nl lo s.i_1~10 l1111nL·'· rwlling $.\"i rni!lion in for..-ign 
..-xd1;111f!L". n,·;1rl~ 15 p1..·r n·111 111 !11!.il l11r1.·if'.ll nd1.H1f!•· 1.:;1rning,_ B~ l'ISl1 rerordnl produdion h;1d .. lurnpnl 111 ju'! 
ma llHI ll•nn..-,. ( ·11l!i\afi11n j, l.1r)!d~ r..-,1rillnl 111 the I Iumna. lkfor..- 1°17-1 ,._-,;unl· \\;" nilti\;il\:d on c'lall'" ;111d 
p..-a,anl Lirn1' hu! produl!ion \irlu.111~ r.11ne 111 ;i ''"Pin !he bi..- 1'170. whl·n thr ron!rol' 11n !hr l·mplo~rn..-111 of 
bhourl·r, \.\l·r ... · in1rnd111-.·d: h.1nn1in1'. ,,.,,11111· i' .1 l.1h1111r ini.-11,i\l' ;1l'!ivi!j th;1I rl·quirr' ;i l.1rg1· 'l·;..,on;1I work-fnrn-. 



In t•P•I th..: ,!!••\..:rnm,·nt ;111..:mpt..:J "' rl."\l\l" pr..Ju.:ti••n h\ ,,,·ttin_!! up a st;1t..: farm. Thi-. rn•j..:•t nKt with link 
su,-,..-~,. 

D•spit..: th,· Ji\,·r,.,i.•n ,,j 1•ib..-..-J,., t.• th,· J.in11:,.,ti• mark..:t. {'t:r ,·.;pitu ,.,n,.,ump1i1in ,,j 'l'"_!!..:tahk 1•if,., anJ f.1ts is 

.:xtr.:md~ 1,,\\ in Ethi1•pi.1. ;m•unJ I l..g. l "nJ..:r tho.: .:in:um,.,t;uK..:" the.: g••\.:mm..:nt is ju,.,tiliahl~ .:1m.:..-rn.:J that 

.:xp.•rts ,,j ••il-..:.:ds w.•uld h;1\.: a d..-trim..-nt;1l impa.:t 1•n nutriti.•n. ffow..-wr. fa.:.:d with falling c1•fk..- pri.:,·s th.: 
g1w.:rnm.:nt h;is ,.,h,•\\n r.:n.:w,·d int..-r.::-t in ••il,.,.:.:ds as an t:xp.•rt CC••r. 

A wid.: ran~.: ,,f \·.:g,·t;1bks and fruit arc .:uhi\;1t..:d h~ p.:a:-ant farm.:rs ''" snull h1•rti.:uhural pl••ts. hoth as dicta~ 
SUppl.:mi:nh anJ f,,r th.: nud•ct. fl,l\\C\·..-r. Ct•llllll..-Cl'.ial prllJUc:ti.ln is d•lntinat.:d hy th.: "tat.: nwnt:d lfortic:uhural 
l\•rp.•rati.m. '.\,, data i-. a\ait1hk 1•n th.: ••utput nf fruit ,,f wg.:tahl.:s from g•w.:rnm.:nt sour•.:s. th .. ugh FAO 
statistics :-u~.::-t th;1t pr • .Ju.:ti.•n ,,f h·g.:t;1f•k" ;mJ nK·l,,n,., h.h inn,·a:-1:d hy ah.•ut 17 JX·r ,-,·nt tn 5h'1Jlllll h•nn.:s fr''"' 
l'ISl h• 1'1:-\.'\ and rr.•Ju.:ti.•n ,,f fruit in,·n;.1,.,..-J hy ah.•ut Ill r..-r c:..-nt h• 21SJlllll t .. nn.:s ••\er th.: sam.: p.:ri • .J. A "null 
pr.•p.•rti.•n ,,f th.: fruit ;1nJ \C_!!..:t.ibk h;tr\,·,.,t i,. C\(ll•rt.:d. Th ... \"••lum.: ,,f fruit ;md \"q~i:1;1hk i:'.\p.•rts h;1s fall.:n fn•m 
;m a\.:r;1g.: 1•1 2_,_soo h•nrw" in th.: p,·ri.•d 1·1-1 72 h• 1'17.>:7~ h• 5.112 t<'nn,·,., in 1'1:-\11, SL ri,.,ing ;1g;1in h• 12.1175 
h•nn..-,., in 1•1S(,_ S7. Eff1•rh ;.r,· 1...-ing mad.:'" i:\p;md i:X(ll•rh. p.1rtic:ubrly in th.: ;1r.:;1 .,f high-\";1lu,· ,·arly \.:!!.:t;1hk,. 
anJ l'"Ut 11 •• w..-r,., whi,·h ari: n •• wn h• Eur.•1"·;111 nurk.:h. 

Tahk 5.10 . .-\n:-a under and produdion or r1H1d crops. 
1980/81 and 1986/87 

Crop 

Tetf 
Sarley 
llhc.it 
M.Jlze 
Sorgh.r.i 
Mil let 
Oats 

Cereal'· 

H Jr~cbe.1ns 
Chtck peas 
Haricot 
Field ~:lS 
Lent i h 
Vetch 
Soya bean.., 

Pulses 

Neug 
Lin~eed & flax 
Fenugreck 
Rapeseed 
Sunflo,.er 
G c oundnu t '' 
sc ... ,,r-:1c 

Crop a•ea •OCJ ha 

1980/81 

1,362.0 
83J.9 
536.3 
735.5 
979. 1 
232.9 

35.2 

1986/87 

1,379.0 
956.3 
725. 1 

1,G71.7 
985.5 
216. 1 

.;, 1.0 

4,711.8 5,374.6 

3.)6. 5 
149.1 
21.0 

769.C 
53.3 
37 . .:. 
6.6 

7<o3.0 

123.6 
56.6 

:. . 5 
3.5 

.8 

3 .•. 7 

273.2 
121.C 
57 .Q 

110.3 
51.8 
52.3 

1.3 

667.8 

139.6 
76.6 

7 ... 
5.3 

.B 

.6 

.3 

2FJ.6 

Pe• cent 
.:hange 

1.2 
15. 1 
35.2 
45.7 

.7 
·7.2 
16.5 

14.1 

· 10.9 
·18.8 
175 .3 
·3.:.. 7 
·2.9 
39.8 

·80.2 

. 10. 1 

13.0 
35.4 
o.;. !! 
61. 1 
·2.4 

·99.1 

3.2 

Prodl;ction •ooo tonnes 
Per cent 

1980/81 

1,312.1 
1,075.2 

6:3.2 
9 .. 8.2 

1,410.8 
204.4 
46.4 

~986/87 

1, 112.2 
1,0.;. 1.3 

825.6 
1,788.1 
1,091.9 

188.2 
36.4 

5,61il . .:. 6,083.6 

i.69.3 
118.3 
19.7 

1:.7.7 
59.Q 
31.3 

1.9 

s .. 8.0 

6.:..1 
27 .2 
2.5 
1. 5 

.2 

6.5 

306.8 
85.6 
3.:..3 
89.1 
31.0 
37.6 

.6 

58-0.9 

47.7 
36.1 

2.5 
.:..1 

.6 

.7 

.1 

QT .1 

change 

·15.2 
-3.2 
3:..6 
88.6 

·22.6 
-7.9 

·21. 7 

8.4 

·34.6 
·27.6 
74.4 

·39.7 
·43.3 
20.2 

·67.6 

·31.0 

·25. 7 
32.5 
·1.3 

170.6 
202.8 

·98.7 

. 10 .2 



( ·IJ_\/r CT• 'i'' 

.-\hht•ugh 1"-·;1,.in1 farm..-r' pr.i..lu.-..- m•"I t1f E1hi11pi.1·, colTtt. 1h,· prin,·ip;1l G1,h at•p. \irlu;1ll~ ;111 th..: inJu,1ri;1l G"h 

.-r,1p, ar..: .-uhi\;11..:J t•n ,1.1i.- I.mu'. Th,-,.._. \\a,· lir,1 f,1rm.-J by 1h.- n;11i,1n;1(i1;1li11r. ,,r brg,· pbnt;11i1•1b in 1'17.:'i anJ 
th..- ;1r..:.1 \\.1, -.ub-.,·'lu,·nily in.-rc·.1,,·.J I<• 11\1.·r 2llOJlllll ha .1-. \ir!!in bnJ-. \\l·r..- ,·kar..:J ;mJ irri!!;al..:J <-'-" 1x:r ••·nt t1f 
th,· ,-uhi\.11..-J ;1r.·.1 in 1•1s_:' s..1_ 11 \\;1, ini1i.1lh in1,·nJ..-J 1h;11 llll· ,t.11..: farn1' \\<1ulJ ,,..._-,-i;1lill· in tlK pr.i..ludi•in ,,f 
inJu,tri;1l r;1\\ 111.11..-ri.1(, .1ri-I .-;1,h '°'''I'' 111•\H·\a. 1h,· rn:urr..:nl gr;1in J..:li.:il h;1, f11r,·,·J 1h,· !!••n·rnm,·nl 1<1 Jir,·,·t 
m;iny ,,f till· ,1.11 .. · Ltrni.. I<• pr .. ,lu.-.- r .... .i •r•'I''· In ('IS'\ 'St• t1nly 20 p,·r ,,·111,,f1h .. - ;1rL1 •• r -.1;11..- farm .. \\;" un1kr 
inJu-.tr:;1l ;1nJ ••lh,·r .-;1,h .-C•'I''· \\h.-r.-." -11 p .. :r .-,·nl \\.1, un.kr ,-,·r..-;11-.. <.-.•m1x:1i1i.111 ft1r bn.11"-·t\\..:,·n ,·,·r,·;1(.. anJ 
.-.1,h l'r•'P' i, .. n,· ,,f 1h,· prin.-ip.11 ,,,11,lr;1inh 1•11 tlK ,-,p;111,i.111 .,f r;aw m;tlni.11 prti..lu.:1i.111 ;111J 1h..- d..:\d1•pm..:111 11f 
pr1ic..:-.-.in!! inJu,1ri..-,_ Furth..:r11111r,·. 1h..- p,·rf,1rm.111,·..- 1•f -.tat•· farm, ha-. llt:..:n Ji-.;1ppointin!!. l'wJu..-ti\ity k-\ds ;1r..: 
n11t signili.-;tntly hi!!h..-r th.111 th•"'-" in th,· p.- . .-.;1nt -...:d1•r ;inJ many ,,f th..: farm" rq!i,1,·r J..,..,..._., J..-,pi1,· the fad 1h;11 
th..:y ;1r..: p.1i.I hif!h..-r pr • .Ju.-,·r pri.-,-, 1h;111 (ll·;i..;111h. L .. w w;1!!,-~ anJ inaJc4u;11..: lr;1inin!! h;1v..: unJ..:rmin,·J ;111..:mph 
111 impr.I\,. pr,1.ludi1•n ;ind m;1n;1!!1.·ri;1( mc·tl1'1,J... 

(-.11Tc,· i' E!hi,•1•i.1·, prin.-ip.111.·\p••ll. ~·_,·n.-r.11in~ 1..i p.-r .:011 ,,f l1•L1I np••rl rn..-nu..- .. in th..: p..-ri,1J l'IS(-l'IS; ,,.._.,. 
T;1fik _.\-2 I. l>q1,·ri-kn,-._. ••II ,, ,ff;._·~· .1, .1 '"ur.-,- ,,ff, •reign ,-,d1;m!.'.1.· h.1, in.:r,·.1,ed m;1rh-.ll\ ,in.-,· 1'1-.i. \\lk·n ,, ,ff,·e 
;K.-1•un1,·J l1•r 11111~ -Ill p..-r .-..-111 ,,f ni.:r.-!1.111.Ji,._· ._-,p,•rh Ii~ \;1hK. k-.1\in!,! the n«•nn:n~ prey 1<1 l1udu;1li1111, in th..- \\11rl.I 
m.irl..e1 rri.-,·. In l'ISt,_ \\h1.·n ,-.,ff.-..- pri,._-, ,ur~.-d I•• r,-.,,rd h1.·i~hh ;m,I 1h..- uni! \·;1lu..- ,,f n•lk..- ..:xpnrh r,·;1d1nl .'7:' 
p.:r c,·nl ,,f th.: 1'17'\ \.tlu .. - ,,._ . .._. T;1hk- _.\. >1. thi, ,,,,r1,,-.I t•• E!hinpi.1·, ;1J\;1111;1g,·. But it \\;i-. Pnly ;1 tl·mpnr;ir~ 

winJfall. l'ri.-,-, tkdin..-J in 1•1s-:' ;ind I'''-' .1nd. f,,11,,\\ill).! 1hc <-.•ll.1p"· ,,f 1h..- IC<> e\1i.•rt q11<11.1 in miJ- l'IS'I. pri..-..--. 
plummekd 1<11h..-ir l••\\•·,t k'..-1f,,r1.11m..-,·11 y,·;1r, .ind th.:ir [,m,·-.t k\d in re;1I t..-rni.. ,in.-..- th..: 1•1211... Th..-r..- i, link 
rr•"llt:" .. r pri.-.. -, r.-..-..,,·ring in 1h .. - n.·.1r fu1ur1.·. 

F.•r..:i).!n ..:\.-11;1111.'...- ..:.1rninf!' fr.,m ,,,ff._-,. h.1\1.· al"' fi,·,·n ;1fk.-1.-.I by the f.111 in n1fk..- pr.,.J11.:ti11n fr,11.1 ;1 pe;1k 11f .>.S 
milli.1n b;1g-. in l'IS> t•• 2.S milli.•n h.1~' in l'l'.'7 .rnd lhc· ,k.hh !!fl>\\lh ,,f J1•m1.·,1i..- .:1•n-.ump1i1•n. \\hi.:h h;.,.. l'.r.1du.1lh 
..:r.•d..:J th,· -.urp(u, ;1\.1il.1H,.- f11r e\('"rl 1T.1hl: '\.11 ). TIK tkdine in r1•fke prndu.:tinn in rn·,·nt ~,·;ir-, 111;1y. 1<1 '"me 
exknl. Ii.- 1.·xpl.1in,·.I Ii\ I h,· ;it:.- • •f I h,· I re.-,_ ;:n q•idcmi<· t1f n >lf<T hcrrv di'c"..- ;111.J in,ulli.-i..: nt 'lll'(lli..-, .,f 
krtili1cr'. pr11bL-ni.. !h;1t Iii,- 1•o1\nnm.-nt h.1, 1ri1.·d I<• ... !,Ir._- .... 1hr1•Ul.'.h ii.. (-.,ff,-,. lmpr11\1:m1.·n1 Pr••l'.r;1mm..:. initi;11l·d 
in 1•1"1/. Th..-r..- .n,·. h11\\l"\d. in.li ... 11i111i.. th.11 'n1.1ll-.,.·.1k ,-.,ffc,· f.1rm,-r,. \\h11 ;1n·11un1 f,1r 'I:\ per .-..-nt ,,f r11ff,·,· 
pr1•du.:1i,1n. h.1-.· bc·l'.un t•' r"clu,-,. lh·: .1.-r .. ·;1!.!c· un,kr ,,,ff,- ... l•c·.-.111,,· ,,f ,ufi-.i,1..-r1.-,· pr,-,,ur,·-. t11 n1hi\;1k f1111.I .-r,1p, 
;111,I pri1.·in!.! ;ind 1.1\.1li1•11 p••li .. i,' 1h.1t h.l\c· ,fh1.-••11r.1~1.·d <·11lk1.· n1hi,.11i,111 . .-\fi.,111 'Ill 11<.·r <·..-r1t ,,f .:nit .. -.- pr11dudi1111 
j, "'l,l ,lirn·1h t•• :h._· l:thi.•ri.1n < · .. n. ,. \l.nL·1in~: c-.•rp,,r.1ti11n f F< .\(( ·1 .-\fkr t.1\;1ti1111 th1.· pr11du,·,·r r1."<·1.·i\l·-. ;1h1•lll 
-to p,·r .-,·nt ,,f 1h,· f,,f, l"'l'"'t pri". Iii, ,h;1r1.· .. 1 1h.- d1•m1.·,1i.- u•11,11rn,·r pri.- .. - j, ,·\en ,111.tlkr. ,in•.- r11lk1.· pri'..-' 
.1rc· h!d1.-r lh.11! \\dr(.f rtl.tl~d pri,.-, in 1111!..-r t,1 r,·.ft1r1.· l••l1'lllllr•li11n .1nd th1.·r..f1~ ,.I\,' ,-,,ff,-._. f11r 1.·\(ll•rl. ,-\,.I r._·,t1i1 
.. r pri•..: (111llr""- lh• r..iurrh .·t l.11•,•ur 111 ,-.. 11c-,- ,·uhi\.1li11n h.1\1.· 1.tlkn ,h.1rph rd.1ti\..- !.•th..- rdurn' 1111 r1.·r,·;1( 
f.irmin!.'.. 

To rn..:r..._· 1hi, lr1.·nd th,· l'."\.rnni.-111 irh r1.·,, .... -d lh1.· pri"· 1'·1id 1 .. ,-,,1[,-,. i'rrnfu,·,-r, lr••rn Birr 17 p..-r 17 ~!! h.1).! t11 
Birr>•1 ~~!in Od·•h,·r l'h'I. ·1 (Jj, ''ill rl',l1•rl' ,-,,11,-,- l.1r111.-r, r:.tl in,·111111.·, Ill 1h._- k\d 1!1n \\\·r,· ,j, y .. ·;1r' .11!11 ;incl 
'" pr11\id,· ;rn in,·,·111ih· lo1 in.-r,·.1,,· pr11.h1.-ii.111 ( >1h1.·r 111,·;1..irr,·-. Ill irKr,-;,.,.· <·.ilk,· prnd11.-ii1111 flll'lh 1111 1h .. · 
i111pr11\.:mn11 .,f •1111 i\ .11i"n ml'! h, ,.f, t hr. •11d1 ,·,kri..i, 111 ,,-n i,·,., lor -.111.tl(.,,·.1k produn·r, ;ind ;1111hiti1111' pl.11i.. i. • 

.-xp;111d th,· .ir,·.1 ,,f ,1.11,· l.1rrn , .. 11,-, 1•l.1111.11i1•rh lr1•m 1-l.IHHI h.1 in l'I."\.'\ lo• :'l)JHNI in 1'1'1'. 

\111,111l l-:1hi111'i.111 pr .. ,lu.1i .. n "pr••u -,,,·.f Ii\ th,· -t:r1 dr\ini• 111.-i!J,,,( ;ind 1h1.·n hulkd. llullinl! r.1p.1<·if\ i, limit..-d. 
l.1r).'.:I:- h,·,·.111",. ••I th,- .n•,- ,,f 111.11 hin.-n. In 1•1,..;..; ·"''' 11111\ 1 >.1H~l f,1nn1.·, (k" 1h.111 10 p.-r n·n1,,f1111.tl pr .. d11<1i1111) 
\\,"pr,,., . .,.., . .(,,., \\.1'1"-d ,,.11,·,·. \d1id1 ,,-11, .11 .1IH'111i:1ni lh.- 1:••\,·rr1r11,·111 h11p,-, 111 in1·rl".i-.l· the pr11d11di1111 .. r 
\\ .... h,-d \11lk1.· 11• \11_1111111 .. nn.-, f.\ 1•1•11 \l,i..t d.1111v,11,.tll\ ,-,,11.11111.-d r11fk1.· i' r11 . .-.1,-d .111d 1'.r111111d .it h111111.· and 
,·x1111rkd ,·.,rt·" un.krr"' ·. n" lur1h, r 1•r .. ,,.,j11~'.-

In ;111 dl11rl I•• ,1111 ,d 1'r••\•.th 11! rh . .f,,11: .. ri.- ,-.>1hllmp1i .. 11 ,.1 .... 11. ,-. 1h,· l'>>\<'rr1r1i.·111 h .... pl.111' In ,-11lli\.1k It-a·" 
.1 ,11f ... 1i111k 111 1h1 .f, •n:. 11. :i .. :1 k, I I·'•' L.1 pl.111L11i,-r,.. .11111 ,, r•r"""·"i1w l.1d1•n h.1\1' l•n·n ,·,1.1hli,hnl h\ th,
l·1hi1•pr.m t ,·.1 11, \.·!. •; 111. r•I I 111. r j•lt , 1 I 1111 I. \\ilh .111 ,•11lp111 ••I .'.IMHI 1111111<"' ••I ll'.1 .1111i.-ip.1l<'d in 1'1'11) .. 111d 1h1. 
d1·\rl11p111, 111 .. 1 fr_. ••II .. r 1·i.111f.1'1••:1 1" l'l.11111,·d ,.-.,-r 1h,· n. \t k11 \,-.1r-. \l1l1<•ll1'.h p111d11..ri .. 11 i., .1im,·d p1irn.nih .11 
1h.- ,j,,m, Ii• 111.1r~ r. II. r 1' 1'·•·•·111•• 1" •f·. L•r !It_ d·,\c ["i'llll'lll 111 ,.,111' c·\1i.1rl ... ii,··. 



Colton plantations were first estahlishcJ in thc Awash \"alky Juring the 19r10s. Betwccn 1'11-'/15 anJ 1'18-l/S5 the 
an:a under coth•n incrcascJ hy 511 per ccnt Ill J."\,•14(, ha and production incrca.-.cJ hy ht• per cent Ill 7-'.'ltltl tonncs. 
This suhstantiai incrcasc in ••Ulpul was achicwd hy ma."-"iw investments in irrigation and expenditures''" fcrtili1crs 
and 01.hcr chcmil·al inputs. lnd .. :1.:J ... ·,•thm plantations arc one of the prim:ipal con..,umcrs of krtiliJ".-rs. Nc\·crthdcs."-. 
production has lluctuatcJ hy up h• !5 per ccnl from ycar to ycar and stagnalcd in lhc mid- l'ISlls_ In 1'1:-N, lhc cotton 
harvc~ was only M.llltl hmnes whcrcas thc production target had hccn sci at Hl-'.tltltl tonncs. 

Tahir 5.11. ColTtt pmduction, domrstic consumption and exports, 
1981 to 1989a/ 

('000 60 kg bags) 

Per cent 
change 

1981 1983 1985 1986 1987 1988 1989~ 1981-1988 

Total Production 3,304 3,725 2,322 2,833 2,965 2,883 3,000 -12.7 
Domestic 
cons~tion 
Ell.ports 

1,600 1,617 1,648 1,853 2, 167 1,800 1,300 
1,465 1,513 1, 150 1,220 1,223 1,275 1,700 

Source: 1981 to 1988: UNCTAO, Sectoral Survey of the Coffee 
Industry, March 1988. 1989: Economist Intelligence 
Unit, London. 

at Coffee year ending September 30. 
b/ Planned. 

12.5 
-13.0 

As production incrcascd during thc btc 1'1711s cxports of raw cothm rosc lo ahoul 7.hOO hmncs in l'>Sll/81 hut 
exporls h;1ve fallcn steadily since th .. ·n ;mJ in l'>Sti/:-\7 all of the harvest was used in dnmcstic production. While the 
state collon farms arc generally profit;1hk. thcir S••lvency h;1s hccn achieved al lhe expense of the d,>mestic h:xtilc 
industry. In mid-19:-\9 dllmcstic prices for raw cnllnn w..:rc ahoul 35 per cent higher than those nn lhc world markel. 
Bccause the puhlic tcxlilc mills h;m.: to purch;1s..: th..:ir inputs through offici;1I channcls they have no opportunity to 
inllucncc the pricc of their raw m;1tcrials. Nor can they guarantee the GU;1lity or thc liming of dclivcrics. Badly 
graded collon ;md irrcgubr supplies arc a m;1jor handic;1p lo dficicnt production. 

Table 5.12. Production of industrial and export crops on stale 
farms, selected years 

(Thousand tonnes> 

Crop 1975/76 1979/80 1981/82 1983/84 1984/85 

Cotton 45.5 60.2 68.9 54.5 74.9 
Sisal & kenaf .6 .5 . 1 .7 1.2 
Tobacco . 1 .4 .6 .9 1.6 
Pepper .1 1.2 .9 1. 7 2.5 
Fruit 7. 1 22.6 20.1 10.8 14.5 
Vegetable-; 4.5 8.5 18.0 30.1 
Sugar cane 1,382.0 

Source: World Bank, Ethiopia: Recent Economic Oeveloomcnts and 
Pro~~cts for Recovery and Growth, February 1987. 

In 198'1, ahnut l.h million tonnes of sugar cane w;is produccd on two largc irrigalcd, ;1gro-induslrial complexes 
managcd hy thc Ethiopi;in Sugar ('orporalion. Thc brgc~t of lhc.o;c, al Wonji in Sh11a, h;1~ 111,.'\00 ha under c;me and 
a production c1paci1y of 100,IKIO tonnl.'s 11f rdinnl sug;1r pl.'r year. The olhl.'r, at Mcth;1r;1, ha~ n.:cently hecn 
upgrilded lo a c;1paci1y of 'l\IKKl lonn..:~ pl.'r yl.'ar hy incrc;ising the arc;i undcr cuhiv;1tion from 7,lllltl ha lo 'l,IMMI h;i. 
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PruJudion ,,f rdinc:d -.u!!ar in,:r'-·a,'-·J frnm 155.tlllll tonnc:-. in 1'17S/7'1 tu a peak of ISl.OOO tonm.·s in FYNSt• anJ 
then fdl lo lhSJlllO h•nnc" in FYl•IS7 anJ 175.111111 tonnes in FYl'lx.-.. Btllh the w •• nji anJ !\kthara sug;1r C••mplcxcs 
an: worlin!! dt•-.C 1<1 full '-·ap;u:ily. llo\\C\·.:r. domestic production fall' wdl short of demand anJ -.in'c Ethiopia 
imp.•rb n.1 -.ugar 1his d'-·nunJ rnrr'-·ntl~ g·~· .. un .. ati.,ficd. r\hhoug.h world sugar pril:cs arc currently rdatiwly· lo"IA.·. 
the government argue-. thal ii would he nwrc economic h• ~li.,fy domestic JcmanJ hy· incrca.,ing proJu,:tion capacity· 
hccausc the: co:-.1 of tran:-.portati•m nuL.c:-. im1,.•rling 'ugar prohihiti\dy cxpcn.,iw. In Fchruar~• l'l:\"I. the gm·crnmcnl 
ga\c the g••·ahead fur a nc:w s~~5 milli.m -.u!!ar wmplcx al Finchaa. The nc:w rnmpkx ha.' a planned capacity of 
S5.tlllll tonnc:s in the: initial pha~ with h.111111 ha under sugar cane. ri.,ing lo 1115011 ha under cane: with a production 
capacity ,1f C7.tlllll h1!ln.:-. in the: eighth year. 

Tobacco is cuhi\aleJ along-.idc: f,,.,J crop-. on al.,.•ut 22..111111 pea.-.anl farms in SiJamo. Shoa. Eritrea anJ flaraghc and 
al a l.ltlll ha -.rate farm in the: Bilblc: riwr \·alley. ProJul.1ion ha.' fallen from I l.7tlll 1onncs in l'ISI lo !.-1110 tonnes 
in J•IS(._ brg.dy hecausc: tlf 1h..- -.uh-.lilulion of f,,.,J crops on (l':a.\anl farms. Thc:rc arc plan.' h• incrca.'c: lhc arc:a of 
stale farm-. under tohacc11 cuhi\";11ion lo .\.tlllll ha and pntdul.1ion tu -1.Sllll lonncs h;; 1'11.\. If thi.' incrc.t~ is achic\·cd 
the .;talc: farm-. will pr.tJm.:c: t>5 per ffnl ,1f the: raw malcri.11 requirement.; of the: lwo cigarc:lh: fac1<1rics al Addis 
Ahaha ;mJ A-.m;1ra. ;1s 01mp;1r'-·d \\ilh ~7 (ll."r cc:nl in the miJ-1'1:-itls. Domc:-.tic 1ohaco1 pricc:s arc currently· hig.hc:r 
than tho-.c: •ID the: wnrlJ nurkct ;inJ -.o the dcwlopm.:nl ,1f ;m cxp.•rt markc:I for raw tohac..:o L\ unlikely-. 

r\ wide r;mg.c tif spit.~ arc cuhi\·atcJ in E:hi,1pia '."°'many of which ha\·e p.llenlial ~'" exp.1rt rnmm,tJitie-.. though only 
paprika and capsicum arc: rnm.:n1ly cxp.1r11:d afler procc::-..,ing.. Recently. c:fforts haw hccn made to Ji\·crsify the 
range of spices pr.tJuceJ on a c.1mm..:rci;1I scak. The Jimma Agricultural ln .. 1i1u1c hJs experimented in the 
cuhi\·atit•n of ginger. Korcrinu. lur:ll:ric. c1rd;1mom anJ cinnamon. the last three: of which arc cxo!ic specie:-.. The 
rc:-.uhs h;iVc hc:cn cncourag.in!!. At prc .. .:nl. pcas;ml farmc:rs pntducc al,.1u1 711 per cent of the inputs used hy the 
spin: extraction pbnt anJ st;11c farms the rcm;1inJcr. Pmhlcm-. haw hccn experienced with the regularity and quality 
of supplic-.. r\ -.niution lo thi-. problem h;1s hccn found in the cstahlishmcnl of out-gwwcr contracts with many of 
the small farmers and tht· Jistrihution of impro\·cd seeds lo rai-.c raw material 'tuality. Such practices will a.\.'i.'t in 
the divcrsific;llion of the raw m;11c:ri;1I h;.-.e !hwug.h the intntduction of new comm.:rci;1I speci.:s. 

li1·cJCt 1e·k 

E1hiopi;1"s suhslantial liv.:stock r.:-.ourc.:s (T;ahk 5. U) cr.:;~,cd -.1.:adily fr.int J•JSll hi l'IS.'i (T;1hlc 5.X). notwith'ilanding 
th.: imp;1cl pf s.:wrc droughts in l1JS.J-1'JS) ;md l'IS7. l.iw-.hick exports hy weight and \·aluc douhkd from l'ISI lo 
l')Sl1. when liwshick .:xpt1rh ;1•·..:11unlc:d for ~ per ci.:nl of 101;11 .:xp.•rl .:arnings. N.:wr1hi.:lc:-..,, furth.:r expansion of 
expt•rl s;1ks ;ind industrii.:-. 1mic.:-.-.ing liv.:stock pntdul"ls is conslrain.:d hy low lt:\d:-. of comm.:rci;1li1a1ion ;md 
pntdurti\ily in the li\.:-.ltick ... .:dor ;md prohkm., of m;1rk.:1in!! and distrihutiun. 

Li..-.:slock pbys ;m imporl;anl r11I.: in th.: economy of hig.hl;md E1hiopi;1 what: W••rk oxi.:n - owr :!II per ccnl of lhe 
total numh.:r ,1f c;allk in lhi.: hig.hl;amb - ;1r.: commonly used ;as draught ;mimals. shi.:.:p ;md !,!•Mb ;ire kepi for mi.:al 
or s;1lc anJ el1uin.:s ;1r.: u-.rJ for tr;m-.porl. ,\hour one lJU;1rlc:r of th.: livestock herd i-. found in lowbnJ .r.:gions 
whc:re ii form-. the m;ain-.1;1y 11f a (M'>lt•r;1l-nom;1dic suhsi,1.:nc.: n·onomy. In holh the hi!!hl;ind ... ;ind lowland ... 
liv.:slod is r.:gard.:d ;1s ;in asst:I, pro\iding si.:curily against .:eonomic or emironmi.:n1;1( di-.tress. S1tick lewis art: 
maintain.:d al high levels an.I 1h .. r;1I.: of hi.:rJ 1;1ke-11ff is !!Cnerally lower th;m might he i.:xpect.:d w.:re anim;1I 
hushandry fully in1.:gr;11..:d with nimmi.:rcial sector. Mor.:ovc:r. a l;1rg.: part of thi.: anim;1I pntducls from sl;iughl.:r 
art: rclain.:J in rur;1I ar.:;" for d11m'-· ... 1ir uw. 

By inlc:rn;alion;1I sl;1mfard, pro.ludi\il~ i-. l11w. I.ow yid.ling. - in l.:rms of c.1rc;ass \\l·ight and milk pr1,Jur1ion · 
indigcn11us spi.:cio pri.:d11min;all". The ;1r.:;a undc:r p.:r.:nni;1I p;1,ltm:s is limi1ed and under pr.: ...... ure Lom ;1lri.:;1tly high 
slock kwl, ;mJ 1h.:r.: j, ni.:.:d 111 ext en.I 1h.: an:;1 unJc:r cuhi\;11i11n. In lowland ar.:;1-. th.: cirrying c;1p;Kily of p;1slurcs 
is d.:pend.:nl on clim;1lic condition,. f>roughls in 1''7.l/7-1 ;ind l'IX-1/X) c;ius.:d mas'\l\"C hi.:rd losses in the north of 
the country. Straw ;ind lq.!llntt: hulks art: 1h.- n111-.1 wmmon 'uppkmcntary fri.:ds in highland regions lml production 
of lhes.: 'upplcm.:nh j, ;al'" link.:d clmdy lo clim;ari,· ,·11ndi1i11ns. 

lnl.:n-.i\t: anim;il f;irming i, r.:-.rrillnl 111 rh.: ,1;11<: farms whirh fa11i.:n callk fnr mark.:1 and n1;1in1ain ''-·vcn1'-·.:n 1bir! 
unit-. supplying milk f11r lh.: url1;111 ar'-·;a,_ In l'l.'\.J lhl.·r.: Wl'rl· four c111k knlinf! 'l;ali1111' with an ;11111tul finishing 
crpacity of .J7 . .JINI h.:d ,·;111k. Dairy unih pr11dun:d ah11u1 H milli11n lirr'-·' ,,r milk th;al ,;1111.: :-c;ir. Virtually all th.: 



output of animal fceJ pn11.-..:s..,ing unils run hy lhe Mini.-.try uf A;:ricuhure ( 15.5~h tunnes in I•>~~ anJ ~~.0711 tonnes 
in 1%). j_, supplieJ to these Jairies anJ crns..'\-hreeJing farms. 

Tabl~ 5.13. ~umbu of linstodi. and poultry. 1981 and 1985 
c•ooo head> 

Per- cent 
change 

Aniinal 1981 1985 1981-1985 

Cattle 20,433.9 22,851.4 11.8 
Sheep 7,998.0 10,487.9 31.1 
Goats 5, 159.5 6,362.6 23.3 
Hor-ses 1,34:8.8 1,208.9 -9.0 
Mules 231.7 233.1 .6 
Asses 2,278.3 2, 135.7 ·6.3 
Poult:-y 14,183.7 18,752.8 32.2 

Sour-ce: CSO, POii Ethiopia: Facts and Figur-es, 1987 

To aJJrc:s." 1hc: prnhlc:m of low prnJlicli\ity. lhe ~·wc:rnmc:nl has c:mharkeJ on a nalion-wiJc: animal hc:ahh anJ hrc:c:d 
impnwemc:nl campaign. \"accinalion. ag;1ins1 rindc:rpest in particular. is eXpel1ed to rc:Jucc: herd l•lS.'c:s in lhc: 1'1JOs. 
Howc:\·c:r. 1hc: hrec:d impr.wc:mc:nl pn');ramme is too small Ill h:.w an immediate impact un the na1ional hc:rd (in J'IS-t 
lhc: impnwc:d heikr anJ sheep pnllluc1i1•n cenlrc:s had an oulpul of only '150 and 350 animals per year). The 
g•wernment i" also l~ing Ill upgraJc: rangebnds in l•lWlanJ ;1reas where: nearly one million sq km has hc:en hroughl 
under lhe managc:mcnl uf Rangeland Dc:vclt•pmc:nt l:nih ( RDl!"s). During 1hc TYPP period ( l'IS-t-1'>'13) the: 
go\crnmcnl ;ilso plans t.1 incrc;1sc 1h.: numhc:r of c;1t1lc fallcning farms lo I~ wilh ;m ;mnu;1I capaci1y of •JOJlOO head 
:md huild rwd·.-c new d:1irics increasing milL: pro<luc1i11n lo ti.ts milli1ln lilrl·s pc:r ye;1r. Thcs•· m1.:asurn ;ire cxpc:clcd 
hl rc:suh in a 5-ti per ccnl imprnwmc:ni in prnJucli\il~· in 1he callle sector (as mea .. rc:d hy kg of 1-ic:d pc:r hc:c!arc) 
from thc: 1nid- l1JSOs lo 1'1111 ;.ind 15-21l p.:r c:cnl hy 1he year 21lllll and sligh1ly higher lc\d-, f,1r sheep. Al lhc:sc: rales 
of prnJuc1ivi1y impnwcmenl. h1•WC\Cr. 1hc: gr11\\1h in meal pr1lllullion is unlikely h• kcc:p p;1C1; wi1h lhc grow1h in 
domeslic Jc:m;md and higher -.tock b·els will hc: nec:Jc:J. 

Smuggling of livcstod ;md li\C,hll:L: prnduch aggrav;1lcs short;1gcs. The :'1.IOA estimall:-. thal 750.llllll head nf -.hccp 
and goals. :!25.llllll hc:1d of c;1lllc ;md lllll.1100 camels arc smuggled inlo neighhouring c.iunlrie-.. p;1r1icubrly Djit.ouli 
and Kenya. ewry ye;1r. Simibrl~. lhe '.\Sl.C cs1im;1lc:-. 1h;1I 21l-.\4l per cenl of raw skins anJ .\41-40 of r;1w hide-. e-.c;1pc 
1hc: oflicial Ji,trihu1i1ln -.y-.1em. Smu~ling is prnlilahle hcc;m-.c of lhc oflicial exch;mgc ralc :-.ignific;mlly o\cr\alucs 
the Birr ;1gain-.11hc currl-nl·ic:-. nf nl·ighll<H1rin!? wunlrics. 1hc: Djiht1u1i franc in p;1rticular. ;md -.mu,!!J!lcr-. cm makc: 
large: m;1rgins on the rdurn trip hy smu~ling in consumer goods purch;"cd wi1h lhc pnll:cc:ds. 

In the: l1:;11hcr indu-.lry, the 4u;1li1y of l11c;1I r;1w ma1cri;1ls i~ ;1lso reg;1rdcd as a pr.1hlcm. The.: hides of d.1mc~lil·ally 
sbughlc:rcd ;mim;1I-.. purch;l'eJ h~ dc;1lcr-. in rural markets. arc h;1dly prcp;1rcd and lhc carck-.-. naying of hide-. in 
~l:itc: run ah;1lloir-. c;1uscs ddcch. Dcby~ in lhc: dis1rihu1i1m of raw hides leads hi dcc;1y ;mJ lhc rcJuction of grain 
quality. Eff11r1S -.hnuld he lak.:n 111 prom11lc: r;1pi<l deli\c:ry anJ offer prices rela1c<l lo qu;1lity. 

faced wi1h the r;1pid gr.•\\1h of <lomc.:-.1ic dc.:m;md for mc.:;1t ;mJ the ncc.:J lo m;1in1;1in cxporl s;1ks the g1wc:rnmcnl 
has ~lcppc:J up 1hc prod1u:1i.m of in1cn .. ively farmed poullry. The 11umhcr of pouhry hirds increased hy .\:! pc:r ccnl 
hc1wccn l'>SI ;mJ l'>S5 ;mJ in l'JS4 -.talc farms produced 15'1 111nn1.~ of (ll•Uhry mc;11 anJ 1.5 million d111cn:-. 111 e~s. 
Oulput of 1hcse wmmodi1ics i-. cxpccled lo grow fosrcr 1han ;my olhcr meal pr11ducl during lhc TYPP ( l1JS-t- l•l'l."\). 
to CJ.~111 lonno of meal and .'41.:'i million do1cn c~-. in l'l'J-t Producer co-opc:r;11ivcs arc.: ;11-.o ht:inµ encour;1gcd 111 
d1:\el11p inlcn,i\c p11uhry form,_ If thc-.c l;1r!!cls arc: 111 he achic\cJ the !!O\ernmcnl will h;1vc lo expand 1hc 
producti11n of intcn,i\c :inim;1I feed,_ 
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Fislrt·rin 

The fahcrics (l<llcnlial l•f lh~· Elt-i.1pia':-. RcJ Sca lcrrih•rial walcrs is cslimalcd al ll\"Cr hh.lklll lonncs per year of 
small pelagio.: speo.:ics (induding while luna. mulli.:1. grnuper. harracuda. shark. gill-head and shellfish). An addi1ional 
2o.ll00 lonncs of freshv.alcr speo.:ic:-. O.:l•ulJ l'I\: o.:aughl from inland walc.:rs v.ilhout endangering slocks. The recorded 
fL.•h calch. h,•wo.:n:r. awr;1gcJ only .°\.1>'15 hm1.cs per ycar in lhc period 1980-ll>S:! rising lo at>.•ul 5,lltltl lonncs in 1986. 

Ahhough lhis s1a1is1ic dl'l\:S nol indudc lhc calch of Smid wssds operaling from 1hc Dahlak Islands. il is dcar thal 
E1hiopia·s fishcrics rcsourccs arc signilio.:anlly undcrutili1cd. 

This silu;t1i.1n may fl\: cxpbincd hy lhc unp.•pubri1y of fish in E1hil•pia. where pt•r l·upi111 fish consumplion is only 
II.I kg/year. l•nc of 1hc lov.csl lc\cb in .:,frio.:a. Fish is rardy calcn olhcr lhan during lhc lcnl fasl when meal is 
prnhihi1cd h• Orlhl.Jox Chri:-.lian:-.. Prl.Ju.:lion is also wnslraincd tw artisnal mc1h1.Js - most fishermen use 
lradililmal h;1r14ucs - prcjuJicc again,,1 li:-.hing as an occupalion. a shortage of sloragc fao.:ili1ics and an in;1dcqualc 
dislrihu1i.m no.:lwork. 

In l9S5. a shipyard wilh annual c;1p;10.:i1y of 511 fishing h<l;1ls opem:d in A\.,ah and 1hc govcrnmcnl announced 
amhilious pbns lo expand pr • .Juo.:lillll h1 15.tlikl lonnes per year. primarily for the cxpt1rl marker. There is certainly 
potenlial for lhc expansion of e'l:pt•rls of high-\alue shellfish and cxlllic species. Their foreign exchange earning 
p<•lcnlial may alsll warr;inl rho.: dcwl.•pmo.:nl of pniccssing faciliries. A llNIDO wmmissioncd fcasihilily sludy has 
already prc,.cn1cJ 1hc o.:a-.c for a -.m;1ll (5 lonnc/day) fish pnlCcssing fao.:ili1y pn.Jucing -14'10 lonncs of frozen fish 
(including I, 1hsh:rs. shrimps anJ h;1,,s-filc1s for I hc exp< •rl marker). -14'10 lonncs of canned fish ( anchmics and sardines 
f11r lhc dnmcslic marker) and 2111! lonncs t1f fish meal and oil (corn:sponding hl 41kl lonncs of fish waslcs) per year. 

Small-scale fish meal and lish oil processing facili1ics should also fl\: rnnsidercd. Fish meal can prm·idc a valuahle 
fco.:d supplcmenl for inlcn-.i\c pouhry f;11 ming and fish oil has numerous induslrial applications. Demand will remain 
1hc prino.:ip;1I wnstrainl on 1hc cxpansinn of produclion of low-value species and dforls lo increase lhc fish calch 
should l'I\: cnuplcd v.ilh aclivc prnmoli1m;1l campaigns. 

Fort'Jtry 

At lhc !urn of lhc ccnlury 411 per ccnl of E1hiopi;1 was covcn:d hy fores!. Ti.Jay c;mopy fores! cowrs only 2.7 :-ier 
cenl of lhc land surface. Ft1resh arc l'l\:ing cul dt1wn ;11 1hc r;1lc of llkl,lklll h;1 per yc;1r and will ha\c complcldy 
disappcarcd hy 1hc hcginning of lhc lwcnly fir!-.I century if the currenl rate of cxploi1;1tit1n is not cur1;1ilcd. The 
sun-iving fore!-.I resources compri!'.c 2.-' milli.m h;1 of clo!-.cd c;inopy forest, 211 million ha of open woodland !'.av;innah. 
2 million ha of open ac;1ci;1 w,,,,Jbnd!-. and 05 million ha of h;1mhoo groves. Worsl affeclcd hy the currcnl rale of 
dcforcslalion arc lhc acccssihlc forcsls nc;ir urh;in arc;1s. Tod;1v lhc three s11u1h-c;1\lcrn regi11ns 11f Kda, llluh;1hor 
and Hale ;1n:oun1 for half lhc w11ody hinm;"!'. n.:sourcc!'. in lc!-.s 1bn onc fif1h of 1hc bnd area. 

Ahout 1JO per ccnl of thc c!-.limalcJ 24 milli.in cu m of w1•od cut annually is U!-.e<l a-, fuel wood. providing ah11u1 711 
per cenl of cstima1cd ll•l;1I fin;1I encrgy co11"11mplion in l'IS4. Ycl lhc current lcwl of fuclwood consumplion mei:ls 
lc!-.s than h;1lf the dcm;inJ from lhc h11u!-.ch11ld !-.CClnr. Price!'. :1rc high and !'.C;1vcnging i!-. comm11n - 811,1100 people 
arc lhoughl lo remove w11od illegally from lhc forc'I' arnund Addis Ah;1h;1. 

In order lo med 1hc !!flmin!! dcm;ind for fucl"'""I ;ind prolccl lhe 'urviving indigcnnu!'. !-.land!-. priorily has hccn 
gi..-cn to thc Jcvc.:lopmenl of pb111;11i1•1h of L"l·J:!rowing fuclwood specics, mnnoculturcs of cxolic Eucalyplll!-. glohuli, 
for lhc m11\l p;1rl, wilh ;1 11:11 f11ld incrc;1!'.C in the prnJuclion of fuclwood ;ind charco;1I largctc<l for FYl'l'J4 in 1hc 
TYPP. Thi, policy h;1-, !,!ivcn lilllc allcn1i1m 111 1hc need, of indu-,try. Alth1mgh pr11ductinn of lumber and p11lcs for 
con!-.lruclion was to inrrc;"c from ~n.~110 n1 min FYl'l.'\4 lo Ml.000 cum in FYl'JIJ4. n111,1 of 1hc fuclw11od spci:ics 
planted in reccnl yc;1r' ;ire un-,uilahlc f11r joinery or t"arpcntry. Thc w11od indu!-.lry i-,, wn,cqucnlly. fo,t depkting 
the st;inds of !-.lower-growing in.ligcn11us 'pccic-,, 1hc hardwood-, in JMrlicubr.8

/ A -,11l111i11n lies in lhc prop;igalion 
of diwr'c \lamb of tree' and lhc id~·n1i1i,·;1lion 11f mulli-purpo'c 'pccie' for pbnl;1lion in g11wrnmcnl forc!-.ICY 
rc!'.Cr\"C\. 



I.it> 

c E~ERGY RESOl"RCES 

The ener!!y "ech•r \\as ;1ll••c111.:J h r•:r l"l"lll ,,f Jc\dt•pmenl expenJi1ure under lhe TYPP ( t•IS-1-1'1'1.•). a prt•(l\>rtit•n 
1ha1 was suhseljucnlly rc\ised Up\\;1rd,, '" 12 (l\:r ecnl undcr 1hc l'IS<1-l'IS•I TYDP. Over •JO (l\:r e.:nt ,,f the 
inwslment pbnn.:d und.:r 1he TYDP is '" !!•' 1t1w;1rds tk\d••rm.:nts in the d .. ·c1ril·i1y St:l"h>r. llydn,...l..·l·lric p<lwcr 
slalit>ns huih in 1he mid· l'ISOs !!U;1r;inlet: dcllricily supplics h• 1h.: nttl\krn st:l'l••r wdl inl" 1h.: 1•1<111,. ;ind s••mt: haw 
argucd 1h;1l lhe sysl.:m is n.1w hurJ.:ned wi1h t1\cr-capaci1y. In lh.: 1radi1it1n;1l seeh•r. ••n the ••lher h;md. 1hcrl· an.: 
acule sht>rla!!e ,,f encr!!y and 1hc <Wl'r-expl1>ilalit1n of ren.:wahle encrgy rt:st>Urc.:s lhre;ll.:ns an en\irt1nml·n1;1l 1:risis. 

A l'IS-1 .:nergy sech•r sur\·ey r.:w;1led 1ha1 S<• per c.:nt of h>lal .:n.:rgy· consumed is ge11cr;11ed frnm hit1mass .:n.:rgy 
S••urces (SI.I per c.:nl 1•f 1his fr,,m fudw1>1><l and lree residue. 9.2 per c.:nl fwm ;minul Jung. S.2 per cenl fwm 
agro-resi<luc ;md I .II (l\:r c.:nl fr,1m ch;irn•al) \-inually all t1f which is us.:J hy ht•us.:h1•lds ami co11;1ge induslries (Tahk 
5-1.J). Ahh1•ugh 1he h•lal slanding sh>ck t1f W1>t><ly hi1~m;1'-s rest1urces is eslimale<l al 1.\.S :nilht>n Tc;1l ;md. ;1llt1wing 
for r.:gener;1lit•n. 1hc e:1.pl.>il;1hk ;mnual yidd amounls ltl all\>UI 2h5Jltlt) T c;1l - tWcr 1hree tim.:s the currenl kn·I t1f 
Ct>nsumpli1m - lhc ge••gr;1phic1l mi,.m;1lch t1f l"•re"I "l;mJs and pt•pub1inn h;1" kd h> ;KUle sh<lrl;1ges ;ind o\·er 
explt1i1a1i1•n in 1h.: Jcnsdy pt•publed highbnd regi.1ns_ :\I presenl lh.: supply 1•f w,,,,,lfuds meeh ;1l>t1u1 half 1h .. · 
demand in rur;1l ;ire;1s and e\cn less in urh;m arc as. \\hcrc priccs rnse hy ;m ;1wr;1ge ,,f •J (lt.'r cenl (l\:r yc;ir in !he 
early l'dls. By 1he year 2tlll5 lhl· Jem;ind ft>r \\t>t><lfuds is CX(>t:cle<l h• 11\: 711 per ccnl grc;11t:r lh;in al prcsenl. facn 
if lhe gover,,mcnl succe .. ·J,, in ih pbn 1<1 pbnl >55 millitm het:lares nf fudwt>t•<l pbnlalitms <luring 1he TYPP peri.>J 
( l'JS-1- i'l'J.l). whil·h se.:ms unlikely. 1he gr1mth ,,f fudw1>t1J supplil·s will n.11 keep p;K.: wi1h dl·mand ;mJ malur.: 
slan<ls will 11\: J.:pkled. l'nJcr 1h.:s.: cirl"um,!;mc.:s. lh.: J.:wl1•pm.:n1 of aherna1ive .:ncrgy s1•urces for 1he ht1useht•ld 
s.:clor is a 01;111.:r ,,f urgency. 

Table 5.1.J. Final ener~y consumplion by soun·e and end-use 
sector, 191U 

(Thousand Teal) 

E Leet· Per 
Sector Animals Biomass ricity PetrolelJll Total cent 

lridustry 7.0 0.3 0.9 8.5 6.1 
Transport 3.8 4.0 7.8 5.6 
Agriculture 7.9 0.3 8.2 5.9 
Households 1.5 112.7 0.2 0.3 114.4 82.1 
C01T111Crce & government 0.1 0.5 0.4 

Total 13.2 119.7 0.6 5.9 139.4 100.0 
Per cent 9.5 85.9 0.4 4.2 100.0 

Source: Ethiopian Energy Conmittee, Co-operation Agreement in the Energy 
Sector, 1986. 

The public s.:clor acrnunh fnr 'IS p1:r n-nl nf dn·1rici1y gt.·ncr;11ing .. ·;1pari1y in l'.thi,1pi;1. Ekctricily is supplinl 11• 

I h1· n·nt r;1l and soulhcrn rq!i• 111' I hrough ;i brg .. · I nl..:r-C'onnt:l'led Systt:m ( l('S ). whirh acn •unls for 70 pcr 1:enl 11f 
1111;11 g.:ner;1ting l-;1p;1l·ity. and f11r1y small Self-( 'on1;1int:d Syslcms (SCS) opcr;tling from dit:-.d powcr.:d ;111d 
mini-hydro pbnts. A sm;1lkr IC 'S ;ind U SC ·s nt:Iworks supply Eri1n::1. In l11Sti. 70 p.:r l't.•nt 11f 1t1tal ckl'lririly 
gent:rating l-;1p;ll'ity was pro\idt:d hy hydrot:kclrir slali11n,. \\ilh f,mr m;1-.,iw hydn"lali1111' (K11ka. Awa-.h II. Aw;1,h 
Ill and Finl'h;1a) providing ahoul tiS pt:r rt:nl 11f !11lal raparity. llown.:r. t:1'isting hydru,1a1i11n, 111ili1e k" lhan-' 
pcr cent of lht.· rnunlry\ IS lo _\O Ci\\' hv.lro..-1..:l'lrir g .. ·m·r;11ing caparily - lht: Blm· ~ik ;111d Omo Ri\t:rs alont: h:1w 
;1 p11tenli:1l of 11111 U Ci\\'· ;ind lhe g11\t:rllllll'nl h;.., amhi1ious plans f11r lht: ron-.1r111.:1i1111 of nt:w hydrt1sl;11i11ns. Th .. · 
:\ldka \\';1kant: d:1m ( l S_\:\IW) 11n lhi: Shcl1...tli river was in;111gur:1kd in l'IS.'\ and wnslrur: ion of tht.· C iilgd C iihl' (lo 
ht: inaugurall'd ir. 1'1'11 wi1h ;1 pbnnnl c1pari1y of J'iOMW) i-. und...rw;iy_ In ad.ti1i11n. lht: g11vt.rn111.:nl pbns 111 diH·r1 
w:11cr from lhl' 1\mn1i ri\l·r 111 inn .. ·:1'l' grnnating ra11;1ri1y ;11 lhl' Find1:1:i hydro,l:11ion_ Tht.''l" projt.·rh will innc:l't.' 
grni:raling caparily to 71Hl\IW hy l'l'I_\, hy \l.hirh lime S'I per n·nl of dn·1riri1y .-:1p:iri1y will in !ht: form ol 
hydrodt:l'lric power. ~11r1lwrn E1hi11pi:1 \I.ill slill ht.· 1kprndrn111n lht.·n11:i1. 11111-.1ly dicsd. gl'nrr.11ors "hid1 .1r.: n1slh 
lo run and in 11l'nl 11f rd1.1hili1;11ion_ In thl' l11ng lrrm 1lw 1-!"wrnnwnl pbns lo r1111n,·d lht: t'l'nlr:1I :ind Frilrt.·:1 IC'S 
'Y'h'm' :md 111:111\ 11f 1h,· 'm:ilkr SC ·s 1111ii... 1hn.-l•v nlrnding :1rn·" lo hydr11-grnn.11nl po"n from 1h,· highbnd, 



HI 

1<1 lnwlanJ rc!!i''""- Thi,., \\ill !!r1.·;11ly n:Ju.x th1.· 1.·nunlry·s Jqx·nJcncc on im()(•rh:J fud uil. Ov..-r lh1: (ll."rinJ l'HS 
ln 1'1S.~ d..-c1ri1.·i1y 1.·nn,.,urnpliun ina.:;1,.,..-J l•y an ;mnual r;1h: of U pl:r c.:nl. lar!!dy ;1s a r.:suh of in.:r.:as.:J 
consumpti••n hy 1h..- inJu,.,1ri;1I ,.,._·ch•r ;1-. iJk rn;mub1.·1urin!! 1.·.1p;tei1y wa" hr.•Ll!!hl inh• u,.,1.·. lk1w.:..-n 1•1s.~ ;mJ l'>Sh. 
lhc ralc ,,f !!n•wlh 1•f d1.·dri.-it~ 1.·•111,.,ump1i,in -..luwcJ hi h5 pL"r n:nl ix·r annum. hul consumpti••ll hy inJu-..try 
cnnlinu..-J tori-....- (h.'I p..-r c1.·nl) f;i,h:r 1h;111 rc-.iJ1.·nli;1( u-....- (5.•I per c.:nl). anJ hy l'ISt• th..- industrial -..cclur an·nun1..-J 
for nearly 11'1 pL"r ccnl ,,f 1.·kdri1.·i1y ,..;1k--... Sin1.·1.· l'IS.~. th..- !!ru\\th ,,f dc1.·tricity consumpli•in hy 1h..- inJu-..1rial scctur 
has largdy 1-..:cn a rc-..uh ,,f 1h1: ,..ub,.,1i1uii.in oi ..-k-.:lric for fud p.1wcr..-J hoikrs. Ekclricily con,..umpliun hy inJuslrial 
hoilcrs 1•n th..- c.:nlr;1l It ·s inu1.·;i,1.·J h~ lh 1x-r 1.·.:nl pL"r year fr.mi l'ISll ln 5•;( i\\"h 1'1:\5 anJ is .:XpL"clcJ In n.:;ich 2tl.\ 
(i\\"h in 1'1'15. Thi-. tKtlkrn ,,f -..uh,..1i1u1i.•n i,., rcllcclcJ in 1hc inJu,..trial x:clor·s cxpL"nJilur...- •in .:ncr!!y: 1h..- pn1p.1ni.in 
of hllal ..-n..-r!!y L"XpL"nJilun: !!nin!! h•W;1rJ,.. ..-b:lricily c.1sh n•s.: fwm JO pL"r 1.·.:nl in l'I~ r.1 52 pL"r 1.·.:nt in l'ISS. 

Table 5.15. ln~talled ekctridty gener.ating r.apadty and 
production. 1978 to 1986 

1978 1980 1982 

Installed Cal2:!!cit~ (!'!\I~ 
Hydroelectric 207 216 200 
Thermal 75 80 79 

Total 282 295 279 

Production ~Hill ion Klih) 
Hydroelectric 386 488 576 
Thermal 67 128 156 

Total 452 615 732 

~: CSA. Results of the Survey of Manufacturing and 
Electririty Industries (1985/86 GC). January 1989. 

Table S.16. t:ll"clrkil) ~old h) ~eclor. 1981 and 1986 

1982 1986 
Sector Mn Klih Per cent Mn Klih Per 

Domestic 198.3 30.2 249.6 
COlllllerc i al 63. 1 9.6 85.2 
Street l t ght i ng 10.7 1.6 11.3 
Industrial 383.1 58.3 500.5 
Agricultural 1.3 0.2 0.7 
Others 0.5 0. 1 0.4 

Total 656.9 100.0 847.7 

~: CSA. Re-.ul t,; of the Survey of M;,nufactur 1 ng and 
Elcctr_!S_1_~u·;tr1c" (1985/86_l;Q, January 1989. 

1984 1986 

207 210 
82 90 

289 300 

657 828 
167 170 

824 999 

cent 

29.4 
10.1 
1.3 

59.0 
0.1 
0.0 

100.0 

Effor!' ;1rc hcin!! 111.Hk- It• inac;i'c !he rc,id,·nlial \l·dor"' l"lH1'Ump1i11n of l'lt·ctridt) ;" ;1 'uh,1i1111c f11r w11od fuck 
l'acapit11 clnHi1:i1y c111i-umpli11n \'·'' .._.,1im;1lcd osl ISK\\.h in l'IS'i. 11nc of the l11wc'1 lc\d' in Africos. anti le-., 1h;111 
IO p.:r ccnl 11f 1h1.: p1•Jll1Li1i11n h.1\c an·..:" In dcdric P""l·r. The i.:11\crnmcnl hop,-, 1h;1I !!rad11;1I rural dcc1rili1:a1i11n 
'-I.ill rai" 1hi, pr11p11rli11n 111 ;1h11111 17 Jh.:r t"..-11111f 1hc p1•pul.11i11n h~ 1•rn. S111;1ll SC'S unih arc lhc m1"1 cn11111mic 
mc;m' 11f arhicvini.: 1hi, l'.11.d. 01\ill!! lo 1h,· di,p.-r,al of lhe rnr.11 111•p11Lt1ion and lhl· hii.:h '"'' of lr;111,mi"i1111 
cxlcn,i11n.1h11u!!h ahllu! kn n•n1111uni1i,-, ;sr1.· al!ad1nl lo ihl· n·n!r;il IC ·s c;irh ~,·;1r. Al 1hi' rail' !h1.· ind1i-1rial ,1.·,·111r 
will remain the princip;il 1.·k..iri1.·i1~ n11i-unwr \\..-II hn1111d 1h,- l'lld 11! lhc· TYl'I' in 1•r1.'i. 



Exis1ing anJ c11mmillcJ cb:1ricity gcncraling facililics ._ .. ;u ,;i1isfy prujeclcc.l JemanJ al kasl unlil 1'195. Thcreaflcr, 
ac.lc.li1ional hyc.lh1-gencra1ing capacity is planncc.l (ll•L muhi!-.lage Aldtu project \\ilh a fin;•I cap;icily of .rn'MW anc.l 
the Chcnwg;1-K.:Ja schemc) hut lh.: g•1\crnm..:nl is ab11 im·c!-.tigaling lh.: pos,,ihilily of gclllhcrmal pow:.:r. Pot.:nlial 
g.:1•th.:rnul ,,tati1in !>ites ;1r.: c11nli:i.:J lo lhe Rift \'alley where s.:\·cral s11urces of gnoJ 4uality st.:;1m hav.: been lappcJ 
hy r.:ccnl Jrilling. Aco1rJing 1<1 pr1.:liminary im.:sligalions. 1he mosl promising silcs nc.:ir Langan11 coulc.l g.:neralc 
1211'.\IW fnim cighl Y.dk A site ;11 Ti.:nJah11. near the Erilrean ICS anJ polash c.leposits in lhe Danakil depression. 
is also unJcr in\·eslig:..11i,in. 

E1hi1.•pia i!> .:nlirdy Jqx:nJ.:nt on im1~1rkc.l crude oil. This prn\"iJes the kec.lslnd f<ir 1he As. ... ah refinery, which 
meels 11\cr •111 p.:r cent ,1f J,1mc,,tic pdnikum pr,iJucts. Unfortunatdy. lhe hyJro-~kimming techni•1ue employ.:J 
hy the rdincry pr.lllu.:e,, J r1.:bti\dy brge pr,1p,1rli<>n of hea\·y 11il fra..:ti.ins. nnt all 11f whi1·h can h.: us..:J in E1hiopia. 
Surplu!> pr.•,ludi,1n ,,f h~·a\y fr;1ctions is .:xp.•rlec.l - generally al lnw pric..:s. Exp.iris nf lh..:"e heavy frac1i,1ns a\·cragec.l 
IS7,3tlll t"nn..:,, frnm I 'IS 1- I 'IS7. r~·pr..:,,enting 211.•1 (l\."f cenl , if 1h..: rdinay"s oulpul. '.\kanwhik. the b;1lance of lighl 
11il fractions h;h 1<1 Ix: imp••rleJ - an a\eragc of 2'1.htlll lnnnes per year from llJSO tn l'>S7. 

In lhe ye;ir,, t«1ll,1wing lhc ,iii price ri,,es llf lh..: l'17tb. dcpe11Jenc..: on import..:J cruc.le 11il pbccJ a h..:a\"y hurJ..:n on 
th..: h;1Lin..:~· 11f p;1ymenh. Oil impt•rh ahsorh..:J IS per cenl pf expnrl re\cnues in 1'>7S Ill -17 per cent in l'>S2 . 
. .\hh,1ugh th..: wsl 11f oil imp.iris fell by -15 per cenl fr.1m l'>S2 hi l'>S..''. .:rue.I..: oil anJ p..:trnkum pwc.lucts ,,1ill 
,w;11l,1\\' up ;1lm,i,,t 11ne qu;1rtcr of E1hi11pia's cxp11rt earnings. In .irJcr h1 rec.lu..:e 1his bur:.kn. 1he g•1\..:rnm..:nt has 
"1ugh1 1<1 rc,lri.:1 lhc pri\:.11:.: u~e of ;mlnnwbik, and subslitut..: eb.:tri.: fl.1ikr, for th.is..: ptiwerec.l hy fuel 11il in lh..: 
inJu,tri:.11 ,,::dt1r. 

Oil ..:xpl,1r.11i,1n h;.1,, been c;1rrieJ llUI 'pnr;1dically in 1he Og;1d..:;. sinn: lhe l'(lih. l'nder th1.· tcrms nf ;m a~recmenl 
,,ign::J m l1ISh. St1\icl gc111.•gi,,i,, Ct•ntinue expl11ralory drilling in a lll.tMKI km !><I hl1Kk in this rq~inr.. Trac..:s d 11il 
ha\c h:.:cn found hut n•• C•mtmer..:i:1l 11il rc,enc,,. The g<1\ernmenl offered 25 hind'" in Erilrca. ;11,m!! th..: hordt:r wi1h 
Sudan ;md in th..: OgaJ..:n 1<1 W..-,,1~·rn 11il cumpanic,, in April !'>Sh. In July l'>SS th..: lntcrn;11i11nal Pctrokum 
Corp11ra1i,1n 'igncJ a 11il expl11r;11i.m cnnlract c.wcring 1he Danakil hl11.:k (.w.tllMI S•I km in snuthern Erilrea) and 
British P.:ln•kum signed ;1 -..imibr ;1grcemenl Cll\t.:ring the Dhalak bl11l·k (.'2.tllMI km "'I in northern Eritrc;i) i.. 1JS1>. 
Cie11h1gi,i,, ;ire re;1s11nahly 1•ptimi-..1i.: ahoul prospect of discovering c11mmcrci;1I oil dep11,,i1s in holh th.: OgaJcn ;md 
lhc Kcd Sc;1 rcgi1in,. 

T;1hle 5.17. lmpurb of Crude Petroleum and Petroleum Producb, 
l'JX2 lo 19XX t:o.elrcted }ears} 

(Million E.irr) 

1982 1984 1985 1986 1987 1988 

Crude Petrole1.111 357.8 313.3 262.9 163.7 183.3 182.2 
Petrolelill Products 37.5 57. 1 26.5 60.2 35.7 33.6 

Total 395_3 370_4 289-4 223_9 219-0 215.C 

Pctrolclill a-. per cent 
of total i~rts 24.3 19_3 14.1 9_3 9_9 9_2 
Petrolelill a; per c~nt 
of total exports 47.3 42_9 42.0 23.8 29-8 24-3 

Snurcc: IMF, F 1 n.;nc i ;il Stilti-;tic-;, 1989 

111 1'1.'i7, lhc c11\.:rnnh·n1 ;innllUnl·cd lhc Ji,l"o\cr~ of a natural gas d.:posit, e"limated al ~:'i hilli1111 cu 111, in I Lir;1gh.:. 
I hlluµh 111 hl·r di.:pll,ih h;1\..: hl·l·n idrnl ili.:d and ''1me .~ourc.:., !ip•·culalc lhal !he Iola I resl·rves na1ion-wid1: may he 
"' ~r.:al ;i, lf11l.'I hilli11n rn m. Allh11uµh 1h1: ~itl· of llaraµhe Jcposil make~ ii commen:ially allracti\.:, cxpl11i1a1ion 
\\ill Jem.md nm,id.:rithk invc,lm.:nl on an:ounl 11f lhi.: dqmsil's re mole local ion. ,\ fca,ih1li1y '111dy f11r a srnall-sc1lc 
pbnl · '.'ilh an c,1i111;11ed n1,1 of \.10 million· j, rnrrcnlly under preparalilln. Thi-; ,1udy will inn·,1i~;1le polenlial 



ahcrnati\c uscs ,.,uch ;1s thc: prnJudinn ,if krtili1..:rs anJ the: use: nf g;1s as an inJustri;1( ;in1! h.iu,.,c·h1ilJ fud_ B,i11kJ 
gas is partic:ularly aurac:ti\c ;i,., ;in dfa:ic:nt ,uh,.,titutc: f1ir "'"iJfuc:I. 

N11 Cl1<1king c.1al has hc:c:n Ji,c:11\·c:r,·J in Ethiopia hut owr twc:nty sL·ams A lignite. with rc:,.,c:ncs tut;1lliPg ,.,c:\c:r;1l 
milli1m tonncs. have lx:cn idcntilinl. \1.,,t ,,f thc scams arc diswntinu11us. with a high day c:1intc:nt ;mJ thc:y ;irc 
generally founJ In h.: unJcr ;1 c:.insiJcr;1hk 1i\c:rhurdcn. (_\insc4ucntly. thc:y ;irL· cnnsidc·rL·d of min1ir cc:111wmK 
importan(·c: Only one: sc:am. in '.'c:dg•>. W;i(ic:ga. is ,if potc:nti;1l intc:rc:,.,t lo thc industri;1l ,.,.·ctnr. 

Enel'l;Y prkes haw hc:cn u,.,cd as a mc;ins ,if prnnwtin:! an appn1priate energy consumptinn pallcrn. Pctr1ikum 
products arc: generally priced in rdatinn hi thcir c:c:onnmic rnsts. though molnr oil is priced wdl ;1ho\ .. · nht price.: 
and kcrnsene anJ LP<i wdl h.:low. Ekctii.:i:y .:.msumers. on the nthcr h;mJ. ha\·c: henditcJ from a hiddc:n ,.,uh,.,idy. 
Tariffs were.: maintained ;1t 197.t k\c:b in Eritrca and 197S lc\-ds in the n·ntral KS until July l'ISh. Thi,, tariff w;i, 
inadcqu;1tc 1<1 supp.1rt thc: EELPA's 11pc:r;1ting costs and invcstmcnt programme.:. ncl-.:ssitating hl1ick grants fn1m thc 
Ccntral Cion:rnment hudgL't Ill support the .-\uthnrity·s huJgct. In July l'lSl1 tariffs wcrc incrc;hcd hy 75 pc:r c:c:nt 
(sce Tahk A-25) with charge.:,, h;iscJ lln a Jcdining hl.ick ratc which Jiff.:rs for cach 1if thc 1111\\er s1iurcc,., (rc:gi1in;1l 
ICS anJ SCS). The ni.:w r;1tcs ;trc rci;1ti\dy high hy intc:rnati1inal stanJarJs ('Stl.ltl-' per i 1\"h) hut (,iwc:r th;1n nh•'t 
African c:1iuntric:s. There has hec·n Jisrnssi11n ahllut th.: ;1J,1ption 11f an time-1·,f-day p<-"ak ·.nd llff-p<."ak tariff slrurturc:. 
This wnulJ hc ,,f particul.1r ini.·rc,.,l Ill brgc-sc1k inJustri;1l rnn,.,umcrs. th11ugh thc-,c: arc: rc:btiwly kw in numhc:r. 

D. HARD '.\11:\ERAL RESOLRCES 

\lanp.iw..:r ;tnJ lin;tnc:i;1l 1·11n,1r.1inh h;1\C pr .. ·\c:n11·J thc c;,i\"\.:rnmc:nl of Ethi11pi;1n rr .. 111 undc:rl;1l..ing .1 ,.,~,.[c:m;1(ic: 

,unc:y 1 if thc: Cl iuntry·!'o m inc:r .11 rc:,., iur'c". C ; ... , 11.igi,;tl m.1p' h;1J bc:1·11 prq1;irc:d f, •r k·" than 211 p1-r (c:nt .,f I h.: 
c:1iuntr~ by l'IS.'i. \111rc:t1\"L'r. \\h .. rc: (limmcrc:i.111~ \i;1bk Jqh•,ih ,if inJusrrial minc:r;1b ;111J r;irc: ml.'1;1b arc l..n1iwn 
t\l C:Xis( tr;Hh(lllr( C1ln\(r;1inh ;111J shPr(;1gc:s pf f11r .. ·ign C:Xch;lll!:!C f,ir thc: purc:fu-;c: of L'"L'llti;1l equipme·nt h;t\L' 11ftcn 
prc:\"L'lllcd thc:ir dc:\c:h1pmc·n1. In !'IS:'\ mining ac:c:n:mtc:J f1ir ,inly II __ ; pc:r cc:nt of C iDP ;111d ~ pc:r rent 11f mc·rd1;111,li'' 
c:xpPrh. l" nd.:r thc: TYDI' ( l'IS/1- l'l',•1) thc: i.:• 1\i:mm..:111 pbnni:,I IP c:xpanJ thc: k\d pf gc11l11gicil c:xpl1ir;1li11n - m1 irc: 
th;in tripling thc: ;mnu;1l n!il1•r;1ti1•n bud~L'I fr,,m Birr~.'I milli11n in l'l~l-l'IS/11,1 Rirrl.:'.t• milli11n in l'l:-..11-t•1,s•1. ;ind 
unJc:rt;1l..c: im·c:stmcnh ,,f Birr1'7 milli,in in th,· de·\d11pn11.:nt ,,f pr11jc:.-h. Th.:,c: in\.:,tmi:nh ·,\ill. ch,· )!P\dllm1·nt 
;1n1i,ip:itc:-;. c:n.-11ur;1gc: c:l1".:r linbi.:.:' hc:l\\c:1·n the· minini.: ;111d indu,tri;il sc:c:tpr,. ,uc:h as thrPU)!h thc: dc:\d1ipm..:nl 
11f ;1 c:c:r.m1i.:, induslr~. ;rn,( .-r,-.:k n.:w "'ur<c:' ,,f f11rc:ign c\(h;1n!:!c: c:;1rnin;.:'. Thc: l!P\1·rnmc·n1 m.1y ;1b1i he· ;1hk t11 
r .1i .. e c1pit .ii fpr mining pr11j;., h I Im •ui.:h p:trl ncr .. hip' with f11rc·ii.:n c1 m1p;111ic:'. c·i1 h1·r \\it hin th.: fr;1111.-\\, irk 11f the: 
j11in(·\c:nturc: c1i,k 1ir !hr1lllt'.h prPduc:tiPn .. h.1ring ;i!!rc:c:mc:nh. 'm:h as thmc: signed with 11il c:xplPrali1111 l"lllllp;111ii:' 
.. incc l'l.'\11. h1rc:it.!n irJ\,.:-lnl<."nt w11uld be 111<ht li~d:- in th,· di:\dPpmcnt of 1l11i-1· min,·r;il rc:"llirce' with cX(h•rl 
p11lcnti;1I. 

T;1hll' 5.IH. Production of minl'ral~. FYl9M.' to F\'19HM 
hdl'cll'd ~t·;ir~l 

Mineral 1983 1985 1986 1987 1988 

Gold kg. 463 916 923 642 723 
P~;;tinum 'J. 1,682 112 2,400 1,040 1,485 
Kaol 1 n cu. m. 575 67 1,867 572 
01ateirn1tc cu. m. 187 80 12 
Gyp-. um cu. m. 325 625 300 935 1, 276 
~ 1rn1;..;tonc ~u. m. 50,267 97, 413 
L 1rr.c cu. m. 4,229 14,853 1,528 1, 963 
Marble block•; cu. m. , ,800 192 
Maro le tile~ o.q. rr •• 87,COO 7,500 
ilui ld1ng -.tonl' ru. m. 5,964 720, 701 567,276 723, 835 
Br 1 ct,, •ooo 21,582 11 ,623 
Salt (cd1bll') tr.innr-•. 155,82~ 193,293 198,622 163, 117 175. 777 
Sand cu. m. 23,317 385,498 355,410 617,0~4 

Scoria ClL m. 11,230 12,28! 9, 575 8,515 
Pumice CU. m. 5,625 8,086 35,431 143,447 

-------- -- -----·------------ -----

~.,.. , ~ r r '.'. : D.or 1 r.r -,,, d"'l h7 M 1n1 "try ,, t M 1n1 n<J .ir><1 fn('r'jy. 
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Ethi1lpia·s knnwn min..:ral r..:snun:..:s m;1y he summ;1ri1..:d. in ;1lphalx:1ical ord..:r. a), fol!o\\s: 

lkntonilt' · r\ snl"t. highly plastic day d..:ri\'Cd from \okanic ash. h..:monit..: is us..:d in drilling. th..: hondin~ of foundry 
moulding sands. fihrati1m and as a hody mix in ccrami;:s. Deposits h: .. m: been identified al Hadar ( l.S:'i million 
tonnes). \\'arsdso ( 1-t million ton..:s). Cicwanc ( 15.t million lonn..:s) and Lcdi (.t.5 million lllnn..:s). \\'hik only the 
Gewane d..:posit has hem tested for its suitahiiity as raw material for the ceramics ir.dustry. preliminary studies haw 
rewalcd that henlonitc c:m he us..:d as a ntln-mctalh: sorhcnt in agricuhur;; and significantly impro\"e crop yields.9/ 

Anoth..:r pos.>ihk use 11f benhmilc is the prnJucti11n uf bleaching earth. a filler and dednri1ing ;1gcnl used in the fo .. iJ 
and ch..:mical industri..:s. Howe\"..:r. th..: minimum \"iahle plant capacity for this prnJucl - J.11011 tonnes per year - is 
ten times greater than d11mestic demand ;md the penetration of export markets rnulJ prn\"c prnhkmatic. 
l'ewrthekss. EMRC has prnposed a lll.llOtl hm per year capacity dry proc..:ssing plant for \·arious industrial 
applicat?ons and a dc.:taikd kasihility study is plann..:d. 

Copper and zinc - In the c;1rly 1'>7lls the Ethin-J;ipan Mining Co. carried out test drilling on a large sulphide copper 
deposil. whil·h contair:cd small 4uantitics nf tine sil\"..:r and g11ld. al D..:harwa in Eritr..:a. Th..: nipper cnntcnt uf or..: 
in the primary mincraliz;1tiun 111nc is low ( 1.5 per cent Cu) and. while the rnppcr cnnlcnl rises to 7-S per cent in 
the sei:ondary mineralization zon..: at 80-100 m. the d..:posit is wnsiJercd sub-marginal al current m;1rk..:1 rnn<litions. 
Another sulphide deposit. zini: with som..: sih-cr and gold. has heen identified at Adi Ncfos north of Asmara. also in 
Eritr..:a. This deposit ; . rnnsiJ..:rcJ worthy of further exploration. 

l>iatomit~ - Diallimitc deposits wcr..: <lisw\"..:rcd al ,\Jami Tulu, Chile Jila and ( i;u.lcm1111a in the Rift Valley in 
1975-197h. Total rcscr\'Cs arc estimated at 15.1) million tonnes of good quality <liatomill.::-. Cll\"Crcd hy silr and Ou\"ial 
gra\"cl. EMRDC prnpnses to de\"clop a proc..:ssing plant with a i:apacity of 111,000 ton p1.:r year. A <lct;1iled f..:asihility 
study is being prcpard. Diatomitcs ar..: used JS a filtering agent in hr..:wing. as a filler in the paint and paper 
in<lustri..:s and as insulating material. Dnmcstic demand is. howc\"er. only one tenth of the si1c uf the minimum 
economic prnccssing plan! (6,llOO tonnes). Explnit;1tion would, therefore. depend on thc dcvelopment of an LXporl 
market. Unfortunately, high freight wsls lo Che pore will n:<luc..: th..: compcliti\"encss of the projccl al current markcl 
prices. 

Feldspar - Feldspars suicahle for chc production of glas:-. ;ind ceramics have hccn <liscovcr..:<l al Kcnticha in Si<lamo 
and arc i:urrcntly under tci:hnical and ccnnomic evaluation. Reserves, in two wins, arc eslimalcd at 5:!7.~KIO conncs. 
The low le\"cl of impurities indicates chat rnilkd material will not ha\"e lo he cle;mcd hut hand sorting will he 
necessary lo insure a standard product. In order to meet Che demands of the growing ceramics in<lu:-.try a production 
level of .J.IHlO lonn..:s per year is anticipated. 

Gold - Prndui:tion of 1 lonncs per year of guld al Lcga Dem hi in Si<lamo is Jue to begin in 1.:arly l'J'Jll. The norchcrn 
part of the gold h..:aring quarlz dcposil has heen extensively invcsligal..:<l hy Sch rust Mining in 11>85 and BR<iM in 
1'>87 and JO tonnes of recoverable gold rcscr\"e!'> have hc..:n proven. Surveys in<licale that the remaining two blocks 
of Che Lega D..:mhi field arc also promising with field potential of BO lonnes - 67 lonn..:s p..:rfcctly proven, 62 proven 
and IOI lonnes prohahk. An EIB fcasihility slu<ly estimated that Che mine would gencrale $10 million per year in 
operating revenues. 

Alluvial gold dcrosils arc alr..:a<ly mined at Ad<l)a in Si<lamo hy the Adola Ciol<l D· .. /tlupmcnl Enlcrprisc (ACiDE). 
Ahout 7511 kg of gold per year is rclrievcd hy a process of gr;1vi1y amalgamalion ;,nd hand p;mning. A reccnl sludy 
estimalcd thal the rcco\"ery rate varies hctwcen 55 and 85 per cent, lit . .: grained gold heing lost in the tailings. It 
argues clial recovery raks could he improved with Che construclion of gravity separation cquipmcnl al lhc end of th..: 
washing sluic..:. 10/ ACiDE buys h..:twe..:n 115 and 125 kg of the official gold pro<luclion from smail-scak panners and 
lwo c1;-opcrativcs working in the A<lola area. Although the co-operatives ha\"e access lo a washing sluice and gravicy 
sep:tration tank, the work i<. exlrcmely labour intensive, the gold hearing alluvium heing carried lo che sluice by 
whcelharrow. A largc numhcr of parl-limc miners also prospccl illegally al known gold hearing alluvial <lcposi1s al 
Adola and in Wollcga. Since ABDE gold purchasing price is well below Iha! offered on the world markcl ($W/01 

compared wi1h $~511/ot) it i.s 1hough1 rhal mud1 of the informal produclion is smuggled oul of Che wunlry. 

c;ypsum - Large gypsum dqimirs associalcd wil h cvaporiccs an.: found in the Danakil depression, while Jurassic 
h'YPSUm dcposils arc found in chc Blue Nile gorge an:! the Mughcr river of central Ethiopia. 
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Iron on - An iron on: Jq1osi1 estima1eJ al IS million lunnes has been iJentilieJ in Biklal, Wollcga. Alth1,ugh 
detailed geological sur.,.eys have yd to be completed. the reserve is considered large enough to support a small direct 
reduction plant. However. the ore would have tu be concenlralcd lo raise the iron conlenl from ~l per cent to 60 
per cent and processed lo removc titanium oxide rnnlaminalion, amounting to 19 per cent hy weight, before use. 
These pnin:sses would adJ rnnsiderahly lo lhe eosl of exploitation. 

Kaolin - Prnvcn resc.:r\"es of St.'), 100 tonne-; of kanlin ha\'c been identified in two deposits al Bombawoha in Sidamo. 
The d~grce of mica and quart/ conlaminalion \'aries and so the production of standard quality products \\ill require 
processing. Owing lo the luw honding strength of lhe raw malerial. production will be restricted lo sanitary ware 
and other rnurse porcelains. unless the: kaolin content is upgraded from -40 per cent lo 70 per cent by magnclic 
separation, which may prove c.:conomically unjustifiable. Nevertheless, the MOI has included a pmject for the 
development of the min..: al Bomhawoha and ceramic production facilities al Awasa, 130 km away, in the 1989-1993 
development plan. II is anticipated that the mine \\ill produce 4,000 tonnes of kaolin per year; 2,000 tonnes for 
ceramics and 2,000 tonnes for an aluminium sulphate plant. 

Limestore - Cemenl factories al Addis Ahaha, Dire Dawa. Massawa and Mugher have all hcen built near substantial 
reserves of limestone. Se\'eral other limestone deptisits capable of supporting a large- scale cement plant ha\'e been 
identified in the south and easl of lhe country. 

MariJie ami miler decor.une smne - Inc i::.1itiop1an Marnie lnllustry (t::Ml), smce l'JX.i part ol l::CMC, operates lour 
quarries in Goijam, Wollega and Harar. These quarries and the associated processing facilities arc currently 
working well below capacity. Consequently. new in\'cstment \\ill not he needed for some time to come. UNIDO has 
hdpcd El\11 idc.:ntify six new sites which could pro\ide sources uf decorative granites. dolomite, limestone and marble 
for al least twenty years. Some of these stones arc thought to ha\'c export potential. 

Phosphate - As yet no commercially \iahlc deposits of phosphates - a mineral commonly used in the manufacture 
of fer1ili;1ers - ha\'e been di!-.C1J\"ered. Exploralion is currently focused on the Biklal area of central Wollega where 
an apatite deposit SC\'eral kilomdrcs in length hut of low grade has heen identified. 

Platinum - Allu\'ial platinum deposits al Yuhdo, Wollcga, produc..:d an average of 1,500 grams of platinum per year 
between FYl 1J1B-FYllJ8.'l, though production has varied considerably from year lo year and all hui stopped in 1989. 
Extraction is expensive because the deposit is low graJc (ll.!H lo 0.1 g.fcu m) and lhe platinum fine grained. New 
inveslmenl will be needed if production is lo he increased. 

Potash - A potash depo~il al Dallol in 1hc Danakil dt·prcssion, 'JO km from lhc Red Sea porl of Mcrsa Falma, was 
mined in1ermillcn1ly from 1'>17 until l'Xd when lhc mine was abandoned due lo prohlems •vilh lhc waler s:.ipply. 
The deposit was acquired hy lhc E1hio-Lihyan Joint Mining Company (ELMICO) in 1981 and a lcchnical fcasibilily 
sludy was completed in l'>s.J111 wilh a view lo reopening lhc mine. This sludy revealed lhal polash hearing slrala 
lay close lo lhe surface and considered 1hc upper parl, consisling of sylvilc wilh :n per cenl KCI (Polash Cloridc) 
conlcnl, worlhy of cxploilalion. Solu1ion mining wilh conccnlralion of brine in evaporation ponds was iden1ified as 
lhc mosl economic extraclion method. However, 1hc economic viahilily of lhc mine is douh1ful. Ethiopian soils arc 
grncrally rich in polassium and Urea and DAP arc the mo~I commonly used fcrlilizcrs, ncilhcr of which require 
polassium. Nor arc prospects good for exporl sales. Demand and prices arc currc•11ly depressed and likely lo 
remain so in lhe near fu1ure. 

Quartz - Five hlock occurrences ,,f quanz sui1ahlc for lhc produclion of fine ceramic materials (while and colourless 
glass, shccl glass and porcelain) have hccn identified within 1hc feldspar deposils at Kcnlicha. Ouarlz may also he 
recovered as a hy-producl of lhc Bomhawoha kaolin mine. Toi al reserves arc cslimaled al liiX,lllKI lonncs. The MOI 
plans 10 develop a mine with a projccll:d capacily of 4,IKKI tonnes per year "' provide raw mal~rials for lhc planned 
ceramics manufac!Uring complex al Awasa. 

Salt - lnduslrial produclion of edible sail is rcslricled lo lhc Assah Sall Worh. Produclion capaci1y was increased 
from 120,1)()() lonnes per year (O 220,1)()() lonncs hy iln expansion projccl complclcd in 1'>85. However, nood damage 
lo lhc cvaporalion ponds and connecting dykes in 1986 has kepi production well below capacily - 175,777 lonncs in 
FY1'>88 - and lhc plan! is now in need of rchahili1a1ion. In 1hc 1970s lhc sail works cxporlcd lo lhc Far Easl anJ 
Africa hul growing domestic demand has ahsorhl'.d much of lhc increase in production and cxporl markers were 
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lost when the existing transport S}stem rollapsed. In order to recover export markets, the MOI has proposed a 
further doubling of production capacity by the construt.1ion of 5m ha of evaporation ponds. The expansion project 
also envisages the construction of a new bulk handling system and export terminal. Approximately half the salt 
work's production at the expanded level will, the MOI anticipates, be available for export. 

Sc:oria - Large deposits of volcanic scoria found in the region of Ochre Zcit arc currently used in construction. 

Soda Ash - Lake Abijata, like other Rift Valley lakes, has high sodium salt concentrations (Na2C03 0.65 per cent 
and NaHC03 0.60 per cen•). EMRDC is implementing a project to use these resources, and w.iter pumped from 
neighbouring Lake Sala, to produce 20,000 tonnes of soda ash per year by solar evaporation. About 7,000 tonnes 
per year will be sold as crude soda ash (96 per cent Na2C03) for use in local industry, the glass factory in particular; 
12,000 tonnes per year of wet soda ash (97 pc cent Na2C03.H20) will be used by a causti.: soda plant now under 
construction; and 1,000 tonnes per year will be refined to 995 per cent Na2C03 for sale in export markets. In the 
long term it is hoped lo expand the refinery lo produce 200,000 tonnes per year of soda ash for export, generating 
$+5 million in foreign exchange. The financial viability of the project VI.ill, however, depend on the plant maintaining 
low transport costs to the port of Assab 950 km away. A World Bank study has also voiced concern about the 
emironmental impac~ of the soda ash plant on Lake Abijata, a nature reserve and tourist attraction. 

Sulphur - Scattered sulphur deposits arc found in the Rift Valley and the Danakil Depression. The largest of these 
arc at Dalos with an estimated reserve of 200,()(X) tonnes and Dofan, near Awash Station, with a reserve of 2,000 
tonnes. An iron sulphide deposit has also been identified in Eritrea. Sulphur is used in the manufacture of fertilizers 
and a wide range of chemical products. 

Tantalite - Proven reserves of 1.6 million tonnes of tantalite with an average grade of 250 g/tonne (inferred reserves 
of 72,000 tonnes of tantalite) have been found at Kenticha in Sidamo. Trial processing tests on 20 tonnes of tantalite 
pre-concentrate were undertaken in 1988 and construction of a pilot mine was due to begin later that year, after 
economic feasibility studies. Tantalum is a hard metal which retains its characteristics through a wide temperature 
range. It is used primarily by the electronics industry. Given the current stage of industrial development in Ethiopia 
and the mineral's foreign exchange earning potential - the market price of tantalum in mid-1989 was $100,000 per 
tonne - commercial exploitation will be directed at the export market. 

E. TRANSPORT INFRASTRUCTURE 

Ethiopia's poor transport infrastructure is a major constrain! on regional and na1ional economic development. For 
want of a \iahlc alternative, about 93 per cent of freight is carried by road Ir ansporl. The lcnglh of all weather roads 
increased from 8,788 km in 1975 to 14,282 km in 1986 (of which 10,225 were asphalted) bul in the mid-1980s lhe 
road densi1y was slill under 15 km per 1,000 sq km. Three quarters of the rural population li-1c mon· than half a 
days walk from the nearest all-wealher road. lnevitahly, this handicaps lhe mobilization of agricultural surpl!•ses and 
isolates rural communi1ies from the nalional economy. Inadequate maintenance and natural disaslers render e·:en 
major ro;llls unusahlc periodically (the main road corridor between Assab and Addis Ahaba was closed for nearly 
a month in 1989 following an earlhquake). 

Table S.19. Number of vehicles inspected, F\'1981 and FYl98S 

1981 1985 1986 
Total of which Total of which Total 

Vehicle Ni.ri>er uld NL.flt>er old 
Per cent Per cent 

Conmercial rickups 3,86J 95.8 6,447 93.4 6,t;33 
Heavy comnerc i al true ks 4,440 94.5 6,265 93.1 6,446 
Heavy truck trailers 1,638 95.5 1,832 96.3 2, 188 

Total 9,941 95.2 14,544 93.9 15,567 

Source: CSO, Transport and C()ll'llWJnications Statistics, Statistical B•JI let in 55, 
1987; and CSO, POR Ethiopia Facts and Figures. 1987. 
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Another major conslrainl on the lranS(ll.lrl system is 1hc shortage of reliable trucks and lorries. Although b,550 
lorries and trucks were imptlrlcd hclwccn 19Sl and NM and lhc number of freight \·chicles inspected by lranspt,rl 
au1hori1ics - which may nol necessarily he 1hc entire flcel - increased from 9,9.il in l~I 10 15.567 in 1986 (Table 
5.IQ), mw •JO per ccnl of the lolal number of whiclcs inspected by transport authorities in 1986 \1•crc identified as 
old. The a\·cragc age of 1hc pri\·a1dy-owncd \·chicles, which accounl for 80 per cent of the transport flccl, is now 
nine years. Shortages of span: parts and l~Tcs cxacerbalc the problem: almost one quarter of 1he road transport flccl 
is lhoughl lo he oul of scn;cc al any rime. This causes delays in delivery and increases lhc wastage tlf perishable 
goods. 

During drought years, \\hen \·chides arc diwrled 10 lhc dis1ribu1ion of food aid. the shortage of scniccablc road 
lransporl becomes critical. In l'JS.f/S5. for inslancc. lhc shortage of vehicles caused a reduction in wffcc CX(llnls 
since there were nol enough vehicles lo lrans(llnl 1hc han·cst lo As..~b. 

Whal is more lranS(lllrl is extremely cxpensi\·c. The Ethiopian Freight Corporation (EFC), 1hc main carrier for 1hc 
EDDC and other gowrnmcnl dis1rihuli1m agencies, charges cuslomcrs a ralc of Birr0.02.f7 / IOOkg/km. The expense 
is compounded hy long distances: Addis Ahaha is 900 km from Assab, the coun1ry·s principal porl, southern Sidamo 
is 2000 km distant. While the CSA 19S5/S6 manufacturing sun·cy indicates lhal transporl charges amount lo only 
2.2 IJl!r ccnl of lhc lolal cosl of production, ii should he recalled thal lhcsc costs do nol include dis1rihu1ion since 
EDDC purchases products fwm lhe faclorv gale. When dislribulion cosls an· 1ak1·n inln arrrmn!. !r:iri~fl!.'!°! is 
thought lo acc1mn1 for lll-15 per cent of the retail 11ricc. Transport ros1s reprcscnl ah..ml 20 per ccnl of 1hc total 
price of beer manufactured in Harar and sold in Moyalc lSidamo) or half the cosl cement manufactured in Addis 
Ababa and sold al Moyale. Allhough regional variarions in rclail prices do include a component thal reflects the 
cosl of dis1ribu1i1m lhc heavy burden of lrans(ll,rl costs forces rhe EDDC lo absorb much of t?ie regional price 
\"ariation within a fairly uniform pricing structure. 

High lrans(llni costs also handicap exporters. In the mid-19SOs, the cosl of freight lransporl h~· truck from Addis 
Abaha to Assah was Birr153 ($7.f) p.:r ttm compared \\ith an average cost of $50 per Ion from Assah to Euro(Jl!an 
porls. 

Ethiopia's only scniccahlc railway, linking Addis Ahaha and Djihouli, was Ctlmplctcd in 1917. It is now in need of 
a complete overhaul - as indicated hy tragic derailmcnls in 19S5 and 1987 - which \\ill cos! al least $250 million. The 
volume of freight lransp11rled from Ethiopia ltl Djihouli has fallen from 353,000 tonne~ in 1'>7.f/75 lo 2.'5.000 lonm:s 
in 1987, as lhe Cion:rnmenl of Ethiopia has direcled an increasing proportion of its lrade lhrnugh lhe Ethinpian p1nl 
of Assab. The rnaJ corridor is more reliable, fash.:r and incredibly cheaper. The railway now handles only 20 per 
cenl of Ethinpia·s impnrl lradc. much of its fond aid, and 7 per cenl of Ethiopia's exports. An Addis Ahha-Assab 
r;1il link has been discussed hul is unlikely lo go ;1head. A pre-feasibility study suggested 1h;1l 1he tolal project cosl 
would he apprnximalcly Sl..t billion. An ;1hcrna1ive mighl he a oil pipeline from lhc porl lo the capital: at present 
all the counlry"s pctrnlcum products arc dis1rihu1cd by lorry from the Assah refinery. 

In normal circumstances the facili1ies at Ethi11pia's principal port. Assah, which handles apprm;;matcly tiO per cenl 
of E1hiopia's lrade. arc srraincd bu1 during lhc 198-J/85 famine lhc port became so congested lhat the govcrnmenl 
was forced lo diver! shipments of food aid lo Djibouti. The port is now undergoing a major exp;insion prngramme 
to accommodalc the increasing flow of traffic. The IDA. ADB and EIB arc funding the construction of a .f50 m 
quay, lwo 12 m deep berlhs. roll-on-roll-off ;ind conlainer facilities. Two further berths ;ind addi1ion;1I wnlaincr 
facililics will he construcled in lhe 1hird phase of 1he port expansion prnjcct. scheduled 10 hcgin in l1N:!. The p11r1 
expansion will nol. however. equip Assah wi1h hulk handling facililics, which may prme prnhlemalie if dcposils of 
potash and soda ash ;ire tlc\cloped for cxporl. Porl facili1ics ;ire also being upgr;1ded al l\1ass;1wa. which serves the 
north of 1he rnunlry. f111we\er. the porl infras1ruc1urc has suffered badly from inlernal insernrily in lhe norlh of 
lhe counlry anti may no lunger he scn-ice;1hle. 

Air freight lransporl is u,ed lo export perish;1hlc irems such as chal lo Djihouli and vegctahles, frui1 ;inti flowers lo 
Eun1pean markets. In l'>S<> 1h~· lolal weighr of frcighl carried by E1hiopian Airlines an111unretl lo 57,.157 lonncs, of 
which jusl mer half was in domesric nighls. E1hiopian Airlines has recently ordered an air freight Boeing 757 lo 
facililale increased fruil and vcgelahlc exports. 



F. THE ROLE OF TECH~ICAL CO-OPERATIO~ 11' l~Dl7STRIAL DE\'ELOP'.\IE~T 

Ovi.ing lo the acute sh11rtagc 11f skilkd technical ar.d managerial staff in the industrial sector (sec Sccti1m \".A). 
h:chnical 1.:0·11pcra1i,1n play~ an o:ntral rnk in the pr1\CCS-' ,,f dc\"dnpmcnl. llowc\"cr. hoth dunors and the 
glwcrnmcnl haw gi\·cn priority h• inwstmcnl rather th;m technical as.,istancc. In l'l:\7 /:\..'\(the ta~l yc;u f11r Cl•mpklc 
records arc a\·ailahk). the '.\linistry ,,f Industry and the Cnrporatiuns under its supervisiun rccci\·cd technical 
assistance ,-alucd al Birr2.'l:\t1 milli11n. This represents l l per cent of the h•lal fon:ign linan.:ing of industrial 
inwstmcnl that year and 23 per cent ,1f total foreign granh. 

The hulk ,,f lechni.:al assistance has hccn prmidcd in the form ,1f training. In l'IS..'i •. '-"-".'I 111l1n1hs of training ahrnad 
accounh:d for 7h per cent of technical assistan.:c cxpendi1urc. thc remaining 2~ per cent financed ~2 months ,1f expert 
assistancl.·. Pri,1ri1y has 1-cl.·n giwn In the acquisi1i,1n of tcchnical and pwdudion skills. In Dcccmhcr l'l:\'I. ~ l of 
the .i..~ !\IOI and l'orpor;11i,1n cmph•yccs tr;1ining ahr.1;1d were traininl! in 1..:chnical subjects. 

Most technicians undcrg,1ing training ;1hr.1;1d arc trained in c.mjunction with in\c~tmcnt pr.•jccts. Sin.:c Ethiopia has 
chosen a c;1pi1al intcnsiw palh of indus1riali/;11inn which places considcrahle cmph;1si~ llD the use ,,f up-lo-date 
technology. new pwjcch gcncrally rcquirc speciali-•t skills. Ll'C;1l training facilities for 'lx:ci;1lists ;md high gradc 
lcchni.:al <raining arc extremely limiled. p;1rticularly in nlli<lcrn 'nginecring skills. and ~uch staff h;1\c h• hc trained 
ahroad. 

While the practice of tying technical as ... ist;mcc hi im·cstmcnl pwjects cnsurl.·s that thc operational rc,1uircmcnls of 
indi\idual plants an.: met it docs n11t address ins1i1ution;1l nccds nationwidc. Instead of dcwloping manpowcr acros.o; 
the hoard it creates pockets of expertise which ha,-..: liulc imp;sct al .1 hranch or sectoral k\cl. This is p;1rticub.• I~ 
true of E1hi,1pia whcrc ahsorplion c;1pacitics arc relali\"ely low. hoth qualilaliwly and quantitatively. Whik the quality 
of education in social science suhjccts is high at ;ill kwls. science and engineering cduc;ition is generally weak. 
Furthermore. the output of d!pl11ma ;ind dq!rcc lc\"d gr;1du;1h:s is far hcl11w lhl.· Jlumhcr~ ncedcd hl 'cnicc exist in~ 
industrial capacity kl alonc ncw dc\"elopmcnls. As a rcsuh thc skills h;1sc i ... cxtrcmdy narrow. 

( ircaler cmph;isis i~. now l'cing placcd on the cxp;m,ion of \"ocalional tr;iinin!~· p;irti.-ubrly at thc shnp-lloor ;c\"d. 
whilc the c;ipacity nf cducali110;1l institutions for tr;iining profcssional engineering and technical staff is abo lo 1-c 
increased. T cchnical assistance will have the grc;stcsl impact if it is tied In the insti1u1ion;1l fr;imcwnrk f11r manpower 
dcvdnpmcnl which the g1wcrnmcnl and wrpor;slions h;i\"c ;already cst;1hlishcd. The N;1tional Pr1iducti\·i1y Centre.: 
currently ... c.:rvcs a.'\ the central tr;1ining inslituk for ;ill MOI l'orpor;itinns. four of the Cnrp11r;1linn' ·•lso operate 
training centres for their employces and two new training centres ;ire planned (sec Scclinn \".r\)_ While these 
institutions should pr11vide the framcw11rk for m;mpower devclopmenl at the shop-l111or level their cap;scity is 
extremely limited owing ln the sh11rl;1ge nf tr;1ining sl;sff and tc;1<.·hing cquipml."nl. Tcl·hnir;1I assistance would he of 
consider;ihlc benefit al thi' kvcl. p;srticularly in the formulation of training pr11gr;1mmc:-. and the up~r;idin~ of 
leaching 'l;sff r;sthcr th;m the training of lho'c directly inrnhed in indus1.-i;1I op.:r;itions. TlJi, will wntrihutc hi the 
est;ihlishmenl of a sclf-~ustaining m;mpower de\clopmcnt c;1p;Kily. 

UNDP has heen dosc.:ly i•mil\ed in kchnical as..;i_,tance along th.:se lincs through its lin;mcing of the Netlion:il 
Productivity Centre (sinre 1'17X). UNIDO h;1, ;i1'o prmidl."d some assist;ince to a sectoral training pri•J!ramme 
through the provi-;ion of an industrial training m;ingcr (RP/ETU/7•1/001). llowcvc.:r, UNIDO h;i, focused its 
pro\ision for technical lr;sining ;1t the hr;mch or even pl;snt level and lechnic;sl 1r;1ininJ! h;ss frequently hl.·en linked 
to direct support acti\·itics. It!> princip;1l wnlrihution in terms of scctor;1I dewlopment ha!> her.:n through in,titutior. 
huildin).!. Three projl."ch stand out in thi-; field. 

The f:N is llNIDO's assistanre to the Ethiopi;in C'cntrc fur Technology (RP/ETll/K:!/001 through 
RP/ETll/84/IHll) whil·h has \ought to strenµthl."n the 111r;il c;spacity for technology dcvc.:l11pmcnl, lhc asscS'\menl of 
domestic h:chnology c;1pahilities ;ind the idcntilication of appropri;1te tcdrnolo)!ies w;!hin the Ethiopi;sn context. 1\ 

related pnijecl i, l !NIDO a"istanrc lo I he Engineering Design and Tool C'c.:nt re (RP /ETil/X.\/1124). which aim, 
lo assist i11 the de :dopmcnl of fundamcnt;sl en)!inccrin!! skill.;. Thi-; is doscly rc.:latnl lo the !!overnml.·111\ 'ertoral 
ohjrclivc.: of developing a domestic enginecrin!! cap;Kity. 

The second is lJMl>O"s a"i't;mce to the ILsndicr;sfh ;111d Small-Scale lndu,trie' l>c\cl11pmcnt Agency (llASII>,\) 
(DI' /ETll /77 /ti IX and DI' /ETII /X.'\/tl 12). A"i'tancl." ha' been )!l"arcd to the dC\clopmc.:nt of appropriate 



h:.:hn,llt~ii:s anJ thi: pr.1\isinn ,,f tr;1ining f,1r sm;11l-scak inJustries anJ l'o-opt:rali\es. Furthi:r a.'-'istanee along these 
lines may h.: warranh:J in \it:\\ ,,f th.: !!••\<.·rnmcnt"s recent initiatiws in the ficlJ nf pri\·ate sector inwstmenl 
promoti,m. 

By far the mt1st imp..•rt:ml tli l"'.\ID<fs s.:cltlral di:wlopmi:nl prnji:t:h. h,lwi;\cr. h;1s lll.."en its assistant:e to thi: 
Dr.:wlopment Projects StuJy Agi:ncy (DP/ETll/Sll/tlll.'i) ;md ongoing as...;istann: to Industrial Projr.:cts Senice 
(RP/ETll/S.\,1101). n,1\\ intcgr;1ted within DPS..\. Thi:sc have cnntrihulcd lo the e-;tahlishment of a lt1t:al project 
idr.:ntifit:atit1n and appr:1is;1I scrvi\·e. In aJditi•m to instituti.lnal dr.:wlopment. Ul"DIO has prmided thr.: IPS v.ith 
dirr.:l1 suppt•rt through th •. : prr.:par;itinn ,,f branch k\·d str;itegy stuJies and projel1 fr.:asihility studies_ I!.' Numr.:rically. 
'iUCh projects h;i\c h.:en thr.: most imp..•rtant in l"~ID<r:> a.'-'istance hl Ethiopia. As thr.: IPS's institutional capacity 
imprnws it is dcsirahle th:tl sut:h direct supp.lrt acti\ities should hr.: reducr.:d. 

A large prtlptirtion of l';.o;IDO\ p;ist and on going h:l·hnical as..;,ist;.nce prt•jccls since 1'>7.'i may h.: classified as direct 
supporl acti\ities at a pbnt ••r branch kwl. Thi:sc pr_ojects ha\·e frequently hcen aimed al the resoluti.m of technical 
or marketing Jifli.:ulties ;inJ pr11dudi1m ht•Ul..:ni:.:h I.• or prti\·iding. direct support al the prnj.:cl implementalitm and 
st;irt-up ph;1sc.1-1. This rellc.:h the sh,1rt;1ge ,,f expcrien.:ed nun;1geri:1I staff. While l'.:\ID<rs as..-;istance ltl the IPS 
has strengthened the seni.:e·s project impl.:men1;1titln c;1pahility it remains one of its weak•.:st areas. !="urther 
technical as..,istance is need.:d in this fidJ. Pbnt m;m:1g.:m.:nt is also we;ik. particubrly when it comes to the 
iJ.:niific.aii••ii .anJ ''-""lui;,,,, ,,f pwuucii"n ilt•tlknecks. This probicm is rect)!_!ni1ed hy the ~101 \\h1ch continues lo 
request u;..;1ocrs as..,ist;mo.: in the management of planis with fin;mcial or lcchnical difficulties. 

In the short-tr.:rm the solutitln may he to prm iJe management con-.uh;mcics following the terms of reference prmiJcJ 
hy the C11rpt•ra1i.ms anJ thi: \IOI. In the l•mg-tcrm. huwi;\·r.:r. m:magement training sh.iulJ he impnwcd. Clearly, 
the most appropriate l·h;mnd fnr such assisl;tn\·e is lhc E1hiopi:m !\bnagi:ment lnslitute (sec Section IV.B). This 
institute now hcndits from t•:--;op fanJing. Particular an:as in which plant level man;1gi:ment will require technical 
:1ssis1ancc include: the compu1cri,;11i.m nf ;1cc••Unling pr.l\·edurcs: preparation of inpul. -.;ilcs. im·cntury. pl.ml, product 
and pcr .. unncl indic;1tnrs: the: rq!ubr i;\;1lu;itit1n nf performance indic;1tors: pri:paralion nf appnlpriate management 
acti1m prn!!r;in1me... These mc.:;1,un.:s will hi:comc p;articubrly import;mt if 1he go\i;rnmi:nt prncei:Js with reccnl 
mn\es to gi\·c pbnl lc\cl m;in;1!!c.:mcnt !!rc.:;111.'.r ;rnlt1nomy. 

e;..;100 h;is ;1lsn pb~ed a r11k in pwmn1int.! tcchnic1I co-opc.:r;ir°•m h.:1wec.:n dc.:\c.:lt1ping nmntric.:s thrnugh Projc.:cl 
Sl/ETU/SO:!. in which t\\•• lndi:1n c.:\pc.:rh \\C.:re fundc.:J t11 pr.wide as,islanCl' lo the.: small-sc;1k induslry sc.:ctor. It 
j, encouraging lo n.11c 1h:11 co-opi:r;11i11n hc.:l\\c.:c.:n lndi:1 and E:hi11pia ha., slrenglhcncJ in this fidd. In Oeci:mher 
l1IS'>. the: ( iovcrnmi:nt of lndi;m fundc.:J lhe thin~ -.m;1ll- ... cale inJu,tri;1I projc.:cts \\hich f.1rm the Cori: of ;111 initiativi: 
ol lhe Cio\·c.:rnmc.:nl of E1hiopi;1 in the.: lidd of sm;11l-sc;ile inJu,lry Jevclnpmt.:nt. lndi;1 h;is ;i,sumc.:d a m;ijor role in 
E1hiopia\ tc.:chnic;il a ..... i,l;mci: progr;m1mc.:. pro\iding 57.2 m;m m1111lhs of tr;1ining (ni:;1rly l.'i per cent of the tot;1I) 
valuc.:d ;1t Birr~:!l.INlO. Furthc.:r cn-opa;i1i1111 along lhcsc.: line., i-. t.1 he.: encour;igc.:d. 

Tcchnic;il ""ist;tnl·e v.ill c .. n1inuc tt1 pby a major rt1k in E1hiopi.1\ inJu-.triali,;1tion prnce's in thi: forc,ec.:;1hle fu1uri:. 
If the hc.:nc:!its of thi' lypc of co·npi:r;1lion ;1rc lo ht.: ri:;1pt.:d. n1-11rdin;1lion ;ind pbnning arc c.:'scnlial. This will 
re,1uirc a mow away from utl ho<· 1r:1ining and consull;111cy programmc.:s linked to invi:slment projects towards an 
inlegrah:d programme of in ... 1i111tional dewl11pmen1. Ki:y area' -.hould he idi:ntificd at a :-.cclor;1( and hranch levd 
ralhcr th;1n on ;1 pbnt hy ptml h;"i" an•I linbgi:s hct\\een .. killed st;1ff within lhc country Jcvdopt.:d '" 1h;1t the 
industrial sector can c;11l upPn ;1 core.: of c.:xpah t11 rc.:.,nh·c 1c.:chnical ;md m;inagi:ri;il difficulties. An invenlory of skills 
is an cs:-.i:n1i;1l toPI Ill arhic.:\i; 1hi., i:nJ. At the: ';1me time cxperl' -.hould he cncour;1gcd lo pas-.-on their -.kills to a 
nc.:w gcncr;ilion of indu .. tri;1( m;m;ign., an.I technician ... Thi., c;tn lx: .. t he achie\·ed hy the concenlralion of resources 
in "n:nrre' of excellence". Such cnre in,1i1111inn .. ;ilri:ady l:Xisl in 1hc E1hiopi;tn l\f;m;igemenl ln .. tilutc and lndu .. 1rial 
l'r .. jl·c1 Service.:. ,\.., Ethi .. pia nw>._., in1 .. !'!·: 1'1'.Hls 1hese in ... 1i1u1ion' will pby a rcntr;i( rok in the l·ounrry·-. indu ... 1ri;1I 
Jevdopmcnl. 
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NOTES TO CHAPTER V 

I/ The census defines those in full-lime emplo)menl as those who had wor"-ed for fourteen hours in lhe pre\ious 
week. No reference is made lo the lypc of wor"- or emplo)menl slalus. 

2/ The Economic Commission for Africa and lnlernalional Migration Office run a 1oml programme entitled 
"Return of S"-ills Programme for Africa" which see"-s to prm.idc short-lerm hcndits lo cxpalrialc Africans to 
encourage them to return to full-lime emplo)ment on the continent. This may half overcome this problem lo 
some extent. 

3/ Daniel Ciamachu, Em"ircmm('llt a11J Den:lopmt'llt i11 Ethiopia. i11 Bt')Wrd tire Famim•; Angela Penrose (Ed.), Food 
for tire H1111gry brtt•macimral, January 19&'\. 

4/ In 1990 the fcrtiliJ'er need'\ of small farmers were estimated at 204,000 tonnes. The donor community - Italy, 
the World Ban"- and the EEC through its sectoral import programme - has stepped in lo supply much of this 
demand. 

5/ The immediate result of the government's announcement of a free market in agricultural produce was a 
reduction in the price of grain in Addis Ahaha by some 30 lo 60 per cent, O\\ing to an influx of grain from the 
rural areas. Nevertheless, peasant farmers still hcnefilcd since the market price in Addis Ah:!ha was still two 
to three limes higher than the price payed hy the AMC. Consequently, the reform hcnefiled hoth consumer:. 
and producers. 

6/ Oa\id Bevan, Arne Big..,ten, Paul Collier and Jan Willem Gunning, East Africa11 Lt•sso11s 011 Economic 
Lihaali:atimr, Trade Policy Research Centre, 1987. 

7 / Spices currently culti,·ated in Ethiopia include: hasil, hlack gumin, cardomon, cinnamon. cumin, coriander, dill, 
fennel, fcnugreck, garlic, ginger, korarim;1. long pepper (piper longum), fatso pepper (piper nigrum), mustard, 
onion, rosemary. thyme and tumcric. 

8/ Of lhe 200 indigenous species only lcn arc commonly used in the \\\Xxl working industry: Podocarpus hracilior, 
Juniperus procera, Ahingcria adolfficderici, A(Xxl~1cs dimidiata, Cordia ahyssinica, Croton macroslachys, 
Ekihcrgia capcnsis, Hagcnsia ahysinica, Olea spp., Polyscias fulva, Syzgium guineense, Alhizia spp. 

9/ Lake Tczcra (Ethiopian Mineral Resources Development Corporation), Applicatim1 of N011-Mecal/ic Sorbt•ms 
ill A,::ricullllrc', June 198:1. 

10/ World Bank, Ethiopia: Mincr;il Sector Review, Rcporl No. 7111-ET, June 1'>8K 

11/ PEC Engineering, Dalio/ Potash Pmjt'ct: Phase IA Rc•port, April 1984. 

12/ Project XP /ETH/Xt1/00I "Strengthening the inter-sectoral linkage hclwecn agriculture and industry" and Prnjccl 
XP /ETH/86/0IH "Fcasihility sludy of a h;1hy food manufacturing complex". 

B/ For instance, Sl/ETH/78/002 "Assi~t;incc lo rhc Ccmcnl lnduslry" and Sl/ETH/8lo\/804 "Assislance lo the 
Amho Mineral Water Projecl". 

14/ For in~lance, Project Sl/ETll/8~/802 "A~~i~lancc in lhc ~larl-up and inirial opcralion of lhc Ochre Zcit Maize 
Mills". 
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Tai* A-1: laports bJ md ur. period a~ 1- to IW7 
(Millions of Birr) 

Per cent Change 
End use 1980/81 1982/83 1984/85 1986/87 1980-1987 1980-1987 

Raw materials 55.6 58.4 61.3 66.4 3.2 -13.8 
lntenaediate goods 250.3 237.5 241.4 2b~.1 13.2 2.4 
- Chemicals 79_9 70.0 ;:; 8 3.2 
- Fertilisers 22.6 27.9 37.1 1.2 
F~l 364.9 379_3 348.2 239.0 17.8 -38.7 
Capital goods 491.8 563.6 n2.7 849.9 35.0 129_5 
- Transport 186.8 207.2 306.1 335.6 13.8 191.4 
- Agriculture 51. 1 29.2 29.9 56.0 2.2 -41.9 
- 1"°"5try 253.9 327.2 386.7 458.3 19.0 143.1 
Consuner goods 336.6 456.1 539.4 799.7 28.4 155.1 
- Durables 119.3 149.3 124.3 155.2 7.3 69.2 
- Non-durables 217.3 306.8 416.5 644.5 21.1 202-6 
Others 171.6 2.7 5.5 5.8 2.5 -96.2 

Total 1.660.0 1.697.4 1.918.4 2.223.7 100.0 43.0 

Soun·t·: National Bank of Elhit•pia. Qmmafy B11lkti11. \·;.rious i!\.'\Ucs_ 

T~A-Z: Value ol nports bJ mmmodity groap, 1911 to 1917 
(Million Birr) 

Per cent 
Conmodity 1981 1983 1984 1985 1986 1987 1981-1987 

Coffee 524.3 495.9 590.4 466.3 664_8 524.3 64.7 
Oil seeds 28.4 15.3 27.9 15.6 7.7 9.8 2. 1 
Oil cakes 8.8 8.2 16.1 1.0 2.0 1.9 .8 
Pulses 23.7 28.8 20.3 16.9 12.6 8.5 2.2 
Fruit & vegetables 3.6 3.4 4.2 6.0 5.1 12.8 .7 
Sugar 9.8 10.4 10.1 9.3 10.4 12.6 1.2 
Cotton 28.2 H.8 15.0 1.8 .4 1. 7 1.3 
Chat 22.3 37.2 29.0 15.9 8.5 28.7 2.8 
Live animals 9.8 16.3 14.8 19.2 18.9 15.6 1.9 
Meat prodJcts 6.3 10.2 5.9 3.9 3.9 5.4 .7 
Hides & skins 'i2.7 n.3 93.8 95.4 119.5 108.3 11.6 
Bees wax 3.6 2.3 4.6 3.4 12.7 .9 .5 
Petrole\.1111 products 76.1 68.8 73.9 66.0 44.2 27.9 7.1 
Other 41.7 35.2 37.3 25.7 12. 1 3'-.4 

Total 851. 1 809.5 928.4 744.6 923.3 794.8 100.0 

Source: N;11ion;1l B;snk of Elhiopi;i, Q11arrcr(\· 811l/c'ti11, v;1rious issues. 
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T.WCA-3: Vol•~ vi aporu 1tJ ~ cemmodilJ groap, 1911 lo 1917 

(Metric tonr.es) 

Per cent 
change 

COlllllOd i t y 1981 1983 1985 1986 1987 1981-1986 

Coffee 88,405 87,604 73,834 n,404 80,216 -9.3 
Oilseeds 16,428 11,546 12,466 5,437 8,219 -50.0 
Oil cakes 21,213 29,209 3,690 10,420 6,445 -69.6 
Pulses 24,516 36,244 19,953 11,412 9,897 -59.6 
Fruit & vegetables 5, 112 6,400 9,881 9,036 8,462 65.5 
Sugar 29, 140 56,500 43,070 25,500 33,00G 13.2 
Chat 2,224 3.~1 1,380 712 2,931 31.8 
l ivcstock 3,547 5,331 6,635 7,353 5,012 41.3 
Meat prodlcts 2,288 3, 106 ~3 883 1,458 -36.3 
Hides & slt;ns 8,897 7,738 10, 149 13, 137 10,246 15.2 
Bees wax 366 300 4n 180 108 -70.5 
Petrol procix:ts 203,790 216,921 194, 184 182,903 192,340 -5.6 

Source: Nalional Bank of E1hiopia. Quurtaly B111ft•ti11, \"arious issues 

Table A~ Uport uit r.alac iada, FYl9IO to FYl917 
(1975 = 100) 

ClllllllOdity 1980 1981 1982 1983 1984 1985 1986 1987 

Coffee 298 209 234 213 237 241 375 214 
Live animals 169 206 189 196 176 170 194 126 
Hides & skins 242 192 161 188 197 178 184 260 
Oilseeds 147 167 149 151 86 130 91 101 
Petroleun prCKiJc:ts 195 214 186 195 219 179 81 108 

General index 204 186 ~95 190 195 195 260 189 

Source: Nalional Bank of E1hiopia, Q11arta~\· B11/kti11, \"ariou!\ issues. 

T.WCA-5: Balance vi paJIDnlls, FYl911 to FYl916 
(Mill ion USS) 

1981 1982 1983 1984 1985 1986 

Exports 374.1 402.8 402.6 416.8 332.9 477.1 
lq>orts 629.8 675.2 740.0 798.4 840.5 932.6 
Trade balance -255.7 -272.4 -337.4 -381.6 -507 .6 ·455.5 

Net services -62.8 -63.3 -83.3 -79.8 3.0 -55.0 
Net private transfers 23.7 38.1 92.1 144.9 212.9 69.4 
Net officia! transfers 44.8 102.4 158.1 186.1 397.7 113.7 
Current account -250.0 -195.2 -170.4 ·130.4 105.9 ·327.3 
Direct investment 
Other long·term capital 242.4 69.5 207.4 194.6 175.2 240.6 
Short·term capital 123.3 39.5 ·35.9 29.6 49.8 · 1.0 
Capital account 365.7 109.0 171.5 224.2 225.0 239.6 

Errors and omissions -7.6 10.8 -54.8 -15a.6 ·168.7 201.6 
COYnterpart items 23.2 .•. o 9.4 5.6 -11.~ -9.4 
Change in reserves ·131.6 74.4 44.2 50.1 -150.6 ·104.5 

Sm1rn•: IMF, Fi11a11cial Stati~tin, variuu~ i~sues 111 January l'>'Jll. 
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Table A-6: hblic a1en1a1 _.., 1912 to 1m 
(Million USS) 

1982 1983 1984 1985 1986 1987 1988 

Long-term debt: 
Total, including 
undisbursed 1,399 1,835 2,243 2,767 3, 105 3,932 4, 152 
Disbursed only 1,010 1, 190 1,359 1,n1 2,048 2,535 2,790 
of which: 
Official creditors 909 1,082 1,149 1,440 1,734 2, 125 2,328 
- Multilateral 413 462 503 602 689 863 941 
- Bilateral 495 620 546 839 1,045 1,262 1,387 
Private creditors 101 109 ~10 280 313 410 461 
- Suppliers 70 84 96 175 223 260 266 
- Financial market 31 25 ·, 14 105 90 150 195 
Short-term debt 68 63 67 n 83 98 133 
Use of IMF credit 161 134 98 71 84 76 55 
Interest arrears 1 1 0 0 0 4 1 
Total debt stocks 1,239 1,387 1,524 1,869 2,215 2,708 2,978 

Debt flows: 
Disbursements 139 252 359 391 447 5D3 
Debt service 74 103 124 149 202 211 267 
Net transfers 65 142 128 210 189 236 236 
Debt service ratio 13.7 17.8 19.8 26.7 29.7 33.1 39.2 
Disbursed debt/GNP 28.0 28.7 31.9 39.4 42.6 50.4 54.0 
Per cent of 
disbursed debt: 
Short-term debt 5.5 4.5 4.4 4.1 3.8 3.6 4.5 
Concessional loans 67.7 73.2 71.0 71.9 n.7 73.9 74.8 
Grant element 46.7 50.9 44.3 :!9.5 56.4 38.8 51.8 

So11rr:t•: World Bank, World Debt Table, 1989- / 9<)() 

Table A-7: Womca ia ._ iadustrial wodforu, FYl916 

Per cent Per cent 
Female of total ~Loyed in Average wage 
workers workforce office production Total Females 

Food 3,379 18.5 36.8 63.2 216 133 
Beverages 1,647 19.9 35.2 64.8 264 174 
Tobacco 350 34.4 26.9 73. 1 121 110 
Te11:t i Les 17, 113 47.8 8.9 91.1 194 139 
Leather & shoes 1,504 26.1 27 .1 72.9 196 155 
\Jc;.,: & products 300 11.6 34.3 65.7 399 189 
Paper & printing 1,323 29.8 24.1 75.9 256 199 
Chemicals 1,827 25.9 30.3 69.7 395 183 
Non-metallic 471 10.4 48.2 51.8 247 182 
Metal products 368 11.5 63.6 36.4 370 258 

Total 28,282 31.1 18.7 81.3 224 149 

Source: l'SA, Re.wits of the S11rwy of Mu1111fuc111ri11x /111/mtrit·s, 
Janu;1ry t«Jil'>. 



Table A...X: Corporaliell met sales, 1971-1919, sdedal JDl"5 
(Mill ion Birr> 

Corporat io' 1978 1982 1984 1986 1987 1988 1989 

Eth. Food 81.6 190.1 243.3 254.9 236.0 238.2 261.9 
Eth. Sugar 49.4 109.6 154.3 131.8 142.9 134.1 146.9 
Eth. Beverage 133.0 282.9 330.7 391.7 421.4 4n.3 489.0 
Nat. Tobacco 61.2 122.5 144.0 155.1 183.3 1n.6 166.9 
Nat. Textiles 193.9 344.0 359.2 384.7 434.2 459.5 408.1 
Nat. Leather 55.7 131.7 156.5 1n.3 219.9 251.4 263.4 
Eth. Printing 19.5 39.6 49.4 57.6 63.1 62.9 65 ... 
Nat. Chemical 21.0 85.4 111.5 84.8 108.5 102.2 93.3 
Eth. Cement 15.5 31.6 31.3 16.1 59.6 .>9.2 71.7 
Nat. Metalwork 49.6 113.6 145.2 194.2 149.3 130. 1 122.3 
Share c~nies 40.4 65.9 45.9 78.0 45.0 44.2 40.3 

MDI Total 680.5 1,451.1 1,725.l 1,848.1 2,018.2 2,097.6 2,088.8 

Source: Based on profit and loss accounts and halancc sheets or MOI 
supcni,ed (\lrporations. 

Table A-9: Profit maryj.asa/ by Corporation, sda:ted JDl"5 
(Per cent) 

Corporation 1978 1982 1984 1986 1987 1988 1989 

Eth. Food 2 9 7 12 9 4 4 
Eth. Sugar 11 17 16 13 10 8 13 
Eth. Beverage 16 5 9 8 5 3 2 
Nat. Tobacco 21 21 14 15 17 20 14 
Nat. Textiles 2 7 4 4 3 0 7 
Nat. Leather -2 0 6 5 11 15 9 
Eth. Printing 18 26 31 31 32 28 22 
Nat. Chemical 5 16 19 15 20 18 6 
Eth. Cement ·17 -20 -13 -18 -3 3 3 
Nat. Metalworks 16 14 20 9 10 12 3 
Share C.Jflllanies 9 4 16 24 18 20 3 

MDI Total 7 9 10 9 9 7 4 

So11rct': Based tin pnilit and lo!>s accounls and h;1lance sheels of 
1\101 supervised Corporations. 

a/ Net opcr<11ini.: income/sales income. 

!SS 
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Table A-10: Aa:oaals naiYllhlrs u ~ cal of tolal usds by 
c:o..-poratioa, l~i919, sda:kd JDl"S 

(Per cent> 

1978 1982 1984 1986 1987 1988 1989 

Eth. Food 34 41 41 38 39 35 41 
Eth. Sugar 10 27 23 25 27 28 24 
Eth. Beverase 15 19 17 21 22 22 25 
Nat. Tobacco 6 4 4 7 26 22 21 
Nat. Textiles 20 21 25 17 18 20 23 
Nat. Leather 11 24 29 26 27 36 36 
Eth. Printing 23 36 29 23 23 28 25 
Nat. Chemical 19 23 19 23 25 26 26 
Eth. Cement 10 32 33 36 9 20 22 
Nat. Metalworks 28 21 19 26 30 23 30 
Share c~nies 9 10 13 14 14 13 17 

MOI average 18 25 24 23 24 25 27 
Total 
lti ll ion Birr 159.1 383.6 407.8 482.1 558.4 587.4 644.8 

Sourct•: Based on profit and loss accounts and halancc sheets of 
MOI supcniscd Corporations. 

Table A-II: Inventory as permat of sales mm• by Corporation. 

·~·-· sda:tal ,an 

Corporation 1978 1982 1984 1986 1987 1988 1989 

Eth. Food 2~ 2 24.3 15.4 20.2 22.5 21.1 20.3 
Eth. Sugar 83.1 97.2 67.1 90.3 74.9 83.2 75.6 
Eth. Beverage 22.1 30.2 29.8 30.0 28.4 28.5 25.5 
Nat. Tobacco 37.7 45.7 43.8 46.5 30.8 33.1 43.8 
Nat. Textiles 68.6 46.6 43.4 48.6 51.5 46.8 47.8 
Nat. Leather 79.1 51.0 46.8 45.7 39.3 31.7 35.7 
Eth. Printing 54.5 41.1 48.0 41.2 45. 1 t.6.9 48.3 
Nat. Chemical 59.7 41.5 45.9 49.7 4U.3 48.3 49.7 
Eth. Cement 80.1 43.3 49.1 71.4 49.6 44.7 45.8 
Nat. Metalwork 71.1 59.9 69.8 54.1 82.6 110.9 106.8 
Share c~nies 34.7 38.8 51.6 32.9 65.2 68.7 64.0 

ltOI 52.7 45.2 41.9 44.1 43.3 43.1 42.7 

Source: Based on prolit and loss accounts and halance sheets of 
MOI supervised Corporations. 
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Table A-12: Rduru oa ad faxed usd.s by Corporatioa, 1971-1989, 
sclcdcd JCll'5 

(Per cent) 

Corporation 1978 1982 1984 1986 1987 !988 1989 

Eth. F..xid 8 51 57 52 33 12 12 
Eth. Sugar 7 18 22 17 17 14 28 
Eth. Beverage 77 26 30 33 23 16 11 
Nat. Tobacco 121 197 171 182 257 228 130 
Nat. TeJtt i Les OS 26 16 06 06 ·01 -14 
Nat. Leather -03 01 39 31 89 132 89 
Etn. Printing 81 1n 190 192 211 189 140 
Nat. Ch .. 'fllical 19 112 147 88 146 127 43 
Eth. Cerocnt -30 -75 -S3 -79 -01 02 02 
Nat. Metalwork 95 151 180 69 61 S4 12 
Share c~nies 24 31 89 230 109 83 10 

lllOI Total 19 35 41 28 25 23 12 

S1111rcc Based ''" proli1 ;md loss accounls ar.d balance shec.::s of 
!\IOI supcn·ised Corp..lr;11ions. 

Table A-13: Rduru on net wort.b by Corporation, 197&-1989, 
selutcd JCll'5 

(Per cent) 

Corporation 1978 1982 1984 1986 193? 1988 1989 

Eth. Food s 41 43 42 30 14 14 
Eth. Sugar 4 13 16 11 9 7 10 
Eth. Beverage 46 30 42 38 26 17 9 
Nat. Tobacco 33 58 43 so 64 71 4S 
Nat. TeJttiles 2 21 12 9 9 -1 ·27 
Nat. Leather ·6 ·4 -543 243 S68 182 6S 
Eth. Printing 3S 91 116 128 132 111 8~ 

Nat. Chemical 8 71 122 67 119 96 32 
Eth. Cement · 17 -785 69 92 -2 2 02 
Nat. Metalwork 36 S7 77 42 38 4S 12 
Share COflllanies 16 11 22 44 17 16 02 

lllOI Total 10 28 35 27 25 22 11 

S1111rcc: Basnl on pnilil and loss ;u.:counls and balance sheets of 
1\101 supa\'iscd C'orporat;ons. 
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Table A-14: Tnuasrers m. Corporaliom ia die r- of 
aapilal c:llarge -d corporate tu u per caat of 
ad~ W'Oft tu, 1971-1919, selected Jal"5 

(Per cent> 

Corporations 1978 1982 1984 1986 1987 1988 1989 

Eth. Food 49 61 59 47 56 86 100 
Eth. Sugar 39 66 63 69 79 76 65 
Eth. 9everage 47 64 57 55 67 74 80 
Nat. Tobacco 48 54 58 23 8 52 56 
Nat. Textiles 9!I 70 95 91 122 426 ·66 
Nat. Leather ·820 368 2965 88 61 55 85 
Eth. Printing 58 53 55 52 53 51 53 
Nat. Chemical 43 8 4 6 4 5 12 
Eth. Cement ·80 ·24 ·29 ·7 ·9 120 116 
Nat. Metalworks 42 50 52 54 63 63 118 
Share c~nies 36 61 54 51 56 50 60 

NOi Total 61 64 59 55 55 67 99 
Total transfer 
Million Birr 58.3 150.1 193.B 189.2 202.2 179.5 105.9 

Source: Based on prnlit and loss accounts and balance sheets of 
MOI supcn:sed Corporations. 

Table A-IS: Nd-income afttt tu by Corporation, 1971-1989, 
seledcd Jal"5 
(Mill ion Birr:; 

Corporation 1978 1982 1984 1986 t<i87 1988 ~989 

Eth. Fooo 1.C 6.9 7.P 17.0 10.4 1.5 .0 
Eth. Sugar 3.4 8.8 11.8 7.5 4.7 4.6 9.7 
Eth. Beverage 12.0 6. 1 14.6 15.8 8.4 4.7 2.4 
Nat. Tobacco 7.7 12.6 9.2 20.2 31.5 18.4 11.5 
Nat. Textil's 5 9.3 .9 1.8 ·4.4 ·13.8 ·31.3 
Nat. Leathe1- ·3.2 ·3.5 3.0 1.2 9.8 18.0 3.8 
Eth. l'r inti ng 1.7 5.2 7. 1 8.9 9.8 9.4 7.2 
Nat. Chemical 1. i 13.3 20.9 12.8 22.2 18.1 5.9 
Eth. Cement ·2.7 ·6.7 ·4. 1 ·2.9 -2.0 - . 5 - .4 
Nat. Metalworks 4.8 8.4 1:..6 8.9 6.3 6.2 -.a 
Share c~anies 2.4 1.1 3.3 9.0 3.6 4.3 .4 

NOi Total 22.5 54.1 78.B 84.6 90.0 59.5 .9 

Source: Based on profit and loss acc1•unls and hatance ;.heels d 
MOI supervised Corpor;itions. 
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Tahir A-16: l,oag-Cena debt equity ratio by C:orpontioa, 

1971-1989, selected Jan 
(Per cent) 

1978 1982 1984 1986 1987 1988 1989 

Eth. food 18 24 22 26 44 51 46 
Eth. Sugar 4 19 12 2 0 0 0 
Eth. Beverage 44 74 73 73 n 73 68 
Nat. Tobacco 0 0 0 0 0 0 0 
Nat. Text i Les 13 33 26 71 76 85 140 
Nat. Leather 175 ·373 · 1489 780 635 126 73 
Eth. Printing 11 13 18 21 17 15 17 
Nat. Chemical 9 11 17 16 16 18 16 
Eth. Cement 5 427 ·33 ·23 63 50 38 
Nat. Metalworks 27 28 45 116 170 195 223 
Share c~nies 50 15 2 0 0 0 15 

MOI Total 16 30 30 44 50 49 46 

Smtr<.·: 8;1scd on pnilit and loss aceounls and halancc shccls of 
1\101 supervised Corror;1li1ms. 

Table A-17: Short-tam loans as prr c:nt of total liabilities by 
Corporatioa, i978-1989, sdeded Jar5 

1978 1982 1984 1?86 1987 1988 1989 

Eth. Food 5 3 2 5 3 5 6 
Eth. Svgar 3 1 4 6 3 1 0 
Eth. Beverage 5 12 9 9 9 9 8 
Nat. T:ibacco 0 0 0 0 0 0 1 
Nat. Tex ti Les 17 10 13 10 11 12 11 
Nat. Leather 25 37 34 28 23 19 19 
Eth. Printing 13 7 14 7 10 9 10 
Nat. Chemical 5 4 8 8 7 12 13 
Eth. Cement 6 6 12 11 2 2 2 
~at. Metalworks 3 6 2 6 6 7 11 
Share CC>fTllan i cs 5 18 13 4 2 2 5 

MOI Total 10 8 9 9 7 8 8 

Total 
Mil I ion Birr 87.5 128.2 
188.1 

156.3 186.8 173.7 183.9 

S111trn·: Ba,l·d 11n profil and loss arrounls ;111d hal;IJl(l' shci.:r, of 
!\1< >I supn\'ised ( 'orporalions. 
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Table A-IS: Cunmt ratioa/ by C~ 19'71rl919, 
sdutal ,an 

(Per cent) 

1978 1982 1984 1986 1987 1988 1989 

Eth. Food 135 108 111 114 118 108 1()7 
Eth. Sugar 445 138 127 127 139 151 219 
Eth. Beverage 168 100 100 111 109 116 122 
Nat. Tobacco 274 179 166 152 151 145 143 
Nat. Textiles 178 132 123 111 109 108 107 
Nat. Leather 148 95 100 102 103 114 128 
Eth. Prin~ing 158 124 119 120 119 123 123 
Nat. Chemical 190 115 105 108 106 108 108 
Eth. Cement 145 83 69 78 126 121 159 
Nat. Metalworks 140 131 131 158 168 148 136 
Share coqianies 303 226 225 334 373 464 465 

ROI Total 179 120 116 118 122 121 128 

Sourn·: Based on profit and loss accounls and halancc sheers of 
MOI supcniscd C · . 111.lfations. 

a/ Current assets:currenl liahililies. 

Table A-19: Odil iequity ratio by Corporation, 1971-!989, 
selected ,an 

Corporation 1978 19"12 1984 1986 1987 1988 1989 

Eth. Food 140 415 348 246 259 295 331 
Eth. Sugar 18 122 116 113 92 84 48 
Eth. Beverage 79 287 268 266 260 269 211 
Nat. Tobacco 41 88 105 137 143 145 140 
Nat. Textiles 96 195 219 232 274 310 447 
Nat. Leather 383 -1788 -8193 4368 3ll12 750 426 
Eth. Printing 128 263 305 288 282 ~51 244 
Nat. Chemical 84 293 427 335 367 386 395 
Eth. Cement 91 4616 -748 -1023 115 114 86 
Nat. Metalwork 226 297 347 372 466 609 808 
Share COfllldnies 90 78 65 35 30 21 35 

MOI Total 87 242 256 246 232 240 ?24 

.1io11rcc: Based on profit and lo.'\s accounls and halancc sheet.'\ of 
MOI supervised Corporations. 



Table A-20: Inputs purdaasal wi .. forap ndi•'I&" u a pen:natage 
of inputs c:oasumcd bJ aalr:gory and bf Corporatioa, 

•Y19IS to n'l919 aft1'11ga 

(Per cent) 

Direct Indirect Spare Total 
Corporation materials materials parts inputs 

Ethiopian Food 1.9 11.8 38.9 3.2 
Ethiopian Sugar 3.0 34.6 88.6 26.4 
Ethiopian Beverage 19.3 13.7 83.3 21.1 
Nat. Tobacco & Matches 25.2 53.2 101.9 35.0 
National Textiles 20.8 14.2 1Ci6.5 25.4 
Nat. Leather & Shoes lQ. 1 1.4 83.1 19.9 
Ethiopian Printing 41.5 5.4 81!.0 42.8 
National Chemical 59.6 6.2 87.8 49.9 
Ethiopian Cement t\3. 1 63.5 60.7 
National ~etalwork 70.3 60.1 211.3 71.4 
Share c~nies 64.6 16.8 205.1 68.7 

Total 27.8 26.8 100.4 30.4 

Source: Dara pnwidcd hy the MOL 

Table A-20a: Structure of handicrJfts actMties, 1985/86 
(Million Birr) 

Basketry 
Carpets 
Enbroidery 
Gold & silver 
Horn products 
Knitting 
Leather works 
Mattress 
Metal works 

Establish· 
ments 

4 
44 

107 
231 

12 
224 
145 

3 
372 

Non·metal works 16 
Pottery 579 
Shoes 68 
Tai Loring 7, 196 
IJeaving 6,240 
IJoodworks 177 
Others 20 

Total 15,438 

Fixed 
Assetsa/ GVPa/ 

Ratio Ratio 
GVP to MVA to 

MVAa/ MVA assets 

.1 2.2 .8 .36 8.2 

.1 31.3 20.9 .67 151.3 
1.7 149.8 100.0 .67 59.6 

354.0 922.3 432.1 47 1.2 
.2 24.3 19.5 .80 78.2 

409.7 916.8 331.3 .36 .8 
3.5 364.4 121.5 .33 35.1 

26.9 2.4 .09 
95.3 1,093.7 504.8 .46 5.3 

.6 20.5 6.9 .34 12.3 
14.6 585.9 353. 7 .60 24.3 
37.6 290.3 163.4 .56 4.3 

7,307.8 16,657.6 10,906.9 .65 1.5 
358.0 16,696.5 7,896.4 .47 22.1 
112.2 818.8 434.9 .53 3.9 
11.C 139.3 8.2 .06 .7 

8,696 38,741 21,302 .55 7.4 

Source: llnpuhfi,hcd llASIDA survey of handicraft c~lahfo,hmcnh l'lS)/St.. 

a/ Toral in Birr. 
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Tahir A-21: Mcmbttslaip aad c:apilal ol 5a"ritt aad prodllCa'S' 
l."O-Opcratifts, 1987 

Service Co-~ratives Producer Co-~ratives 
Capital Capital 

per meneer per meatie:-
Trade No. Mea*>ers (Birr) No. Ment>ers CBi rr) 

Pottery 8 352 218 
Basketry 1 6 67 
Leather work 3 50 702 17 2,558 
Horn work 4 56 183 
Gold & silver smith 1 20 1,636 2 22 2,464 
Ent>roidery 4 137 2,429 
Knitting 16 3,094 815 
Carpets 7 371 1,217 
IJeaving 300 18,299 708 5 247 2,494 
Tai Loring 361 9,340 2,565 84 3,906 4,536 

Total Hardicrafts 705 31,725 1,273 92 4, 192 4,397 

Shoes 5 107 617 
Bag and canvas work 47 1,340 
Mattress work 11 797 
Candy work 2 36 2,906 
Packed food 10 500 
IJoodwork 14 224 3,789 8 190 12,077 
Metalwork 13 234 3,324 3 118 7,740 
Garage & technical 6 131 1,660 1 21 4,898 

Total llew Trades 41 764 2,600 14 365 9,357 

Total 746 32,489 1,304 106 4,557 4,794 

Source: Woldc T-adik Sdamch, Co-opt•ratin·s: imtmmcllls of .mw/1-scult' 
i11dmtr!n tlc'l"dopmt'lll ill tkrd11pi111: cmmtrics. 111t• CU.'(' of 
Ethi11piu. UNIDO (IPlT.<il (Spec.)), May 11JX.'t 



lb) 
Tai* A-22: Miaistry fll l .. llSlry ._... ud mppl7 fll 

gndu&c shldmls .., ~ ·~·-
Deficit 

Subject Requested Supply surplus 

Accounting 344 138 -206 
Banking 9 8 -1 
Secretarial 203 40 -1$3 
Supplies adninistration 85 31 -54 
library science 5 2 -3 
Architecture 15 2 -13 
Agro-mechanic 16 4 -12 
!~trial chemistry t~q 80 -48 
Electrical technology 212 61 -151 
feJ1tile technology 2n 122 -155 
Metal technology 167 56 -111 
Wood technology 16 14 -2 
Home economics 1 1 0 
Agro-engineering 1 -1 
Plant science 6 2 -4 
General agriculture 5 9 4 
Animal science 1 1 0 

Total dipla.a grailliltes 1.491 571 -920 

Civil engineering 45 13 -32 
Electrical engineering 101 16 -85 
Mechanical engineering 298 59 -239 
Agro-engineering 4 2 -2 
Architecture 1 -1 
Chemistry 60 87 27 
Geology 4 3 -1 
Physics 1 1 0 
Biology 2 11 9 
Plant science 17 15 -2 
Animal science 1 1 0 
Accounting 294 69 -225 
Statistics 58 20 -38 
Economics 54 37 -17 
Agro-economics 5 1 -4 
Law 21 37 16 
Management 115 61 -54 
Public aaninistration 8 6 -2 
Sociology 1 1 0 
Foreign language, political 
science, and psycology 5 6 

Total degree graclJates 1.095 447 -648 

So11rc1.·: '.\11nis1ry of lnllu,1ry. 
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Tabk A-23: Number ol Graduata from Teclo•ical ud Vocatioaal 
Sdlools, 1917 to 1990 

Course 1987 1988 1989 1990 Total 

Auto-mechanics 253 371 216 225 1,065 
Drafting 43 35 34 36 148 
Electricity 218 361 254 204 1,037 
Electronics 67 75 91 81 314 
General mechanics 2n 319 142 161 894 
Machine technology 44 47 41 41 173 
llood technology 119 101 116 125 461 
Te:At i le science 39 65 34 20 158 
Electric & gas welding 2:! 23 24 20 90 
Re-infcrcement assenilly 25 21 26 20 92 
Accounting 250 382 64 80 776 
Secretarial science 241 276 40 77 634 
Building technology 81 60 62 84 287 
Surveying 34 43 38 36 151 
Bricklaying, pastering, 
pai'lting 22 16 25 2G 83 
Construct ion, joinery, 
carpentry 20 16 16 20 72 

Fitting & pl~ing 27 22 25 20 94 
Food & nutrition 45 7i 35 38 189 
Domestic science 47 66 44 36 193 
Agro-mechanics 34 55 86 77 ~52 

Tractor operator 22 33 21 39 115 

Total 1,926 2,4S8 1,434 1,460 7,278 

Sourn•: Dala pnwiJ~d hy Minislr~ of Education. 

Tabl~ A-24: Plan~ dnelopmcat and SUYica provided 
F.thiopiaa Management lastitutr, 1987 to 1991 

Service 1987 1991 1987-1991 

Internal staff 
Supervision & management trainers 15 25 110 
GTT transmitters 20 60 190 
In-house consultants 5 25 80 
Chiefs of management development uni ts 5 20 70 

Managers trained directly by EMI 
Senior managers 56 72 320 
Middle managers 168 216 960 

General management 20 20 100 
Finance, accounting & cost control 10 12 54 
Marketing & distribution 10 10 so 
Maintenance 70 110 440 
Cual i ty control 15 15 75 
Utilisation of equipment 15 15 75 
Human resources 15 19 83 
Material management 13 15 73 

Supcr11isors 336 432 1,920 

Manag~t & s14>Crvis~;s 
trained by GTTs 300 850 2,300 

Man·month~ of c~n~ultancy 17 70 215 

Per 
ccct 

14.6 
2.0 

14.2 
4.3 

12.3 
2.4 
6.3 
2.2 
1.2 
1.3 

10.7 
8.7 
3.9 
2.1 

1. 1 

1.0 
1.3 
2.6 
2.7 
3.5 
1.6 

100.0 



Tahir A-25: Eledric:ity tarilrs ia Etlaiopia (as of J•ly 1916) 

Central 
Consuner/rate 

Dollestic <Birr/kWh) 

First 25 kWh/month 
26 k\.lh to 100 kWh 
Remainder 
Lighting 
Power 
First 500 kWh/month 
Remainder 
Massawa 

ec..rrcial (Birr/kWh) 

First 50 kWh/month 
51 to 300 kWh/month 
Remainder 

Street lighting (Birr/kWh) 

All consurption 

S.ll irdJstrial cons\mers CBirr/kWh> 

First 1, 000 kWh/month 
1,001 to 3,000 kWh/month 
Remainder 

Low-voltage irdJstrial Con&91?rs 
Maxinain demand charge (Birr/kWh/month) 

First 50 kW 
51 to 250 kW 
Remainder 

Energy charge (Birr/month) 
First 200 kWh/kW 
201 to 400 kWh/kW 
Rem..inder 

First 10,000 kWh/month 
10,001 to 20,000 kWh/month 
Remainder 

High-voltage large irdJstrial consimers 
Maxinain demand charge (Birr/kWh/month) 
First 200 kW 
201 to 400 kW 
Remainder 
Energy charge <Birr/month) 
First 200 kWh/kW 
201 to 400 kWh/kW 
Remainder 

ICS 

0. 11 
0.17 
o. 12 

0.15 
0.18 
0.13 

0.11 

0.20 
0. 15 
o. 10 

12.CiO 
10.00 
8.00 

0.09 
0.08 
0.07 

10.00 
8.00 
6.00 

0.075 
0.06 
0.05 

Central 
scs 

0.15 
0.18 
0.13 

u.19 
0.22 
0. 18 

0. 15 

0.24 
0.19 
0. 14 

10.00 

8.00 

0.13 
0.12 
0.11 

Eritrea Eritrea 
ICS scs 

0.24 0.37 

0.19 0.25 
0.15 
0.17 

as as 
domestic domestic 

0.37 

0.37 

10.00 

0.09 

0.06 

So11ra: O;st;s suppli1:d hy lmlustri;i( Proj1.ct S1:rvicc ( DEPS). 

1115 I 
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163 UNIDO's Approved and/or Operational Technical Co-operation Projects 
(approved = PAP issued) 

People~Democratic R~ublic of ETHIOPIA 

Backstopping 
~P~r~o~j~e~c~t_N~um~b=:.e~r~~R~e~s~p~o~n~s~i~b~1~·1~1~·t~YL---'A~l~l'-'-.Acc.Code Project Title 

u~/ETH/86/027* IO/IIS/INFR Jl2103 

UC/ETH/SS/234 IO/IIS/INFR Jl2105 

US/ETH/85/234 IO/IIS/INFR Jl2105 

XP/ETH/90/036 IO/IIS/TNFR Jl2106 

DP/ETH/83/013** IO/IIS/IMR Jl2207 

DP/ETH/89/017* IO/IIS/IMR Jl2207 

US/ETH/88/100* IO/T/AGRO Jl3104 

SI/ETH/89/801 IO/T/AGRO Jl3104 

DP/ETH/86/004* IO/T/MET Jl3209 

DP/ETH/83/024** IO/TIENG Jl3316 

DP/ETH/89/009 IO/TIENG Jl3316 

XA/ETll/90/615* IO/TIENG Jl31lh 

DP/F:Tl!/88/011 IO/TIENG .JJ1317 

Handicraft and small industries 
development (HASIDA) (phase III) 
(continuation of DP/ETH/83/012) 

Preparatory assistance for the 
establishment ~f pilot industrial 
centres for drought affected people 
(multifund to US/ETH/85/234) 

Preparatory assistance for the 
establishment of pilot industrial 
centres for drought affected people 
(multifund to UC/ETH/85/234) 

A~sessment of the technical 
assistance required to improve 
university-industry linkage 

Industrial project development 
(phase III) (continuation of 
DP /ETH/80/013) 

Industrial development projec~ 

National hides and skins, leather 
and leather products improvement 
scheme - East Africa (related to 
US/RAF/88/100 and SI/ETH/81/801) 

Assistance in the installation of 
effluent treatmPnt plants (related 
to US/RAF/88/100 and US/ETH/88/100) 

Est3blishment of a pilot 
demonstration foundry 

Engineering Design and Tool Centre 
(EDTC) 

Preparatory assistance for project 
formulation of the Project 
Engineering and Contracting Unit 
( Pf·:Cll) 

l'romotion of Akaki Spare Parts and 
!land-Tools Factory (ASPF) as a 
~uhre~ional centre (seminar, Addis 
Ahaha, Ethiopia, Oecemher 1990) 

Electrical :>•1d ~:lectronics Instit11t1· 
- preparatory assistance 

* Large-scale project (= total allotment $150,000 or ahov~) 
**Total allotment $1 million or ahnvr 
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UNIDO's Approved and/or Operational Technical Co-operatioL Projects 
(approved = PAD issued) 

}'roject Number 
Backstopping 
Responsibility 

S I/ETH/90/802 IO/T/CHEM 

UC/ETH/85/214 IO/T/CHEM 

US/ETll/87/233** IO/T/Cl!EM 

SI/E",'H/89/802 IO/T/CJIEM 

DG/ETH/87/017* 

XP/ETH/90/012 

XP/ETH/90/024 

XP/ETH/90/086 

IO/OS/FEAS 

IO/OS/IllRD 

IO/OS I IllRD 

PPD 
AREA/ECDC 

All,~~~.CQg~ Project Title 

J 13426 

Jl342S 

Jl3428 

J l-'1102 

Jl4201 

Jl4202 

E02801 

High-level advice on development 0f 
the essential oils industry in 
Ethiopia 

Assistance for the establishment 0f 
a pilot pesticide formulation plant 
in Ethiopia 

Assistance to the m~rble and stone 
industry (phase II) (continuation ot 
US/ETll/81/007) 

Assistance to Sava and Addis 
container glass factories 

Assistance to the Development 
Project Studies Authority (DEPSA) 

In-depth assessment of training 
capabilities/capacities of the AKAKr 
Spare Parts Factory's (ASPF) 
training centre - preparatory 
assistance 

Participation in the study course en 
'Strengthening scientific and 
technological capacities in 
developing countries', Brighton, 
United Kingdom 

Solidarity meeting for co-operation 
in the industrial development of 
Ethiopia, Addis Ababa, Ethiopia, 2~ 
- 30 November 1990 

* LargP.-scale project("' total allotrn1·11t $1'i<J,000 or :diovc) 
** T13.tal al lotmf'nt $1 mi 11 ion or ;il1r,v1· 
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Intcrnati11nal Lahnur Org;misatinn. l'attcm\ of l11dmtrialisati1111 and Impact 011 E-.·11111!11n11e·llt 1111d /lin1111t·s in 
.·ljn1w1 Cow:tric.\: J71c Ca\c of Ftltiopi11. Addi-. Ahaha. l'lS.l 

l\k-.lin. l\kli-.;1chcw. "Jinnmls a strat1·,i_"· 1f i11tlm1n·al loratio111111/i1y: 1711' ce11c· of Fclti1111i11". S1..·.-1md Rq.:iun;al 
D1:vdopm1:nt Seminar. fkhr1: Z1:it. Fd1ruary l'lS7. 

Mini~try nf lndu ... try. St11tistirn/ IJ11llctin. (:111n11al) variou' i-.su1:~. 

l\lini,try 11f lndthtry. Study Pnlil'y ;111d Rt'~1:ard1 Di,i-.ion. "The· tTt1!111i111111·1111m11ji11"t11rin~ i11d111f1y in 
Ftltiopia". hrsl National Symposium on lnd11 ... 1rial Dn·dopmcnt in Ethiopia. AdJi-. r\h.1ba. All).!ll't 
l'ISh. 

Sd1wah, l'dl'r, Ftltiopia: l'olitin. F1"11n11111in 1111cl .'i111·i,·1r, hanct's l'inlt'r. l.nn.11111. 1•1ss. 

Sl·I hi. \I. K.. ".'i111c1il·1rn/c t'llt1·r11ri1n in So1·i11li 1'1 Ftltio11i11". Fif!hl I nlr rnat i11nal C'onkrrnn· on Lt hi, 1p1.111 
St 11di1..·'· Addi' Ah;1ha, 1\i111t"mhn l'IS.J. 

Shikr .1w, ( ii1;1dww, "Tilt' 1 lroi1 c' 1111cl de•1·c·!t1/llllc'11f of 1111m11ft1<"ft1ri11~ tr·c-/1 . ',l,T i11 1-"1ftio11ia". f'ir.,I '.\:,11 j, •n.al 
\y1111t1 ,.,ium un lnd11·.1 ri;il I kvl'l11pnw111 in E1hi11pi;1, Addi-. Ah;1ha. 1\11,•.1ht l1ISl1. 
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