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ITINERARY FOR VISIT TO YUGOSLAVIA AND ETHIOPIA, OCTOBER 9-22, 1970 

Date Time 

Oct. 9 1655 
1750 
1900 

Oct. 10 0740 

Oct. 11 1400 
1655 

1715 
1900 

1930 

Oct. 12 0800 
0830 
0930 

1000 

1100 

1145 

1230 

1300 

1500 
1600 

1700 

1800 

Oct. 13 0800 

0930 
1000 

1100 
1200 

1300 

GMT 

2055 
2150 
2300 

0640 

1300 
1555 

Depart Washington--National 
Arrive New York--JFK 
Depart New York--JFK 

Arrive Rome--met at airpo'rt by priv~te 
car w/chauffeur. (American Express) 

·Depart Rome--via Dubrovnik 
Arrive Belgrade 

Depart by car for Government Villa 
Courtesy call at Villa by Mr. Smale, 
Minister of Finance, IBRD Governor 

. and official host 
Informal dinner at Villa 

Mr. Smale 
Dr. Jelic, Federal Sec'y for Economy 
Dr. Stajner, Director, Federal Inst. 
of Planning (Five-Year Plan 1971-75) 
Mr. Granfil, Member, Federal Executive 
Council (external economic relations) 
Mr. Miljanic, Member, Federal Executive 
Council (economic affairs) 
Mr. Ribicic, Prime Minister (meeting 
not confirmed ) 
Mr. Bojanic, President of Serbia 

Lunch 

Briefing on workers' self-management 
Mr. Kalak, President, Federal Chamber 
of Economy 
Meeting with Bankers 

Dr. Perisin, Governor, National Bank 
of Yugoslavia 

Dinner free at Villa 

Representative Workers' Council and 
Management--Mr. Rakovic, Gen. Manager 
Zastava Auto Enterprise 

Depart by car to PIK-Belgrade 
Mr. Zecevich (agro-industrial enter
prise) 
Depart by car to Novi Sad 
Mr. Bulatovic (Tisa-Danube Canal enter
prise) 

Lunch--Mr. Marusic, Pres., Executiv·e 
Council of Vojvodina 

Remarks 

NA153 (B727) non-stop 

AZ611 (B747) non-stop 

Stay overnight at Hotel 
Hassler 

JU407 (Caravelle) 
Press statement (TV) at 

· airport 

Hosted by Mr. and Mrs. 
Smale 

At Federal Executive 
Council Building 

Hosted by either Mr. 
Ribicic or Mr. Bojanic 

Trade Union Headquarters 
Fed. Chamber of Economy 

Headquarters Yugoslav Bank 
'for Foreign Trade 
Headquarters National Bank 

D.M.B. (21 May Factory) 

PIK-Belgrade 

Novi Sad 

" " 



Oct. 13 1430 

1530 

1630 
1800 
1915 

2000 

Oct. 14 0800 

0900 
1000 
1130 
1200 

1330 

1500 

1600 
1730 

Oct. 15 0800 
0930 
1030 

1115 

1200 

1430 

1500 
1630 
1800 
2000 

Oct. 16 

Oct. 17 0930 0830 
1020 
1100 
1205 1105 
2330 2230 

Oct. 18 0825 0525 
1200 

1300 

Mr. Sovol (Koproduct--meat exporting 
enterprises) 
Dr. Savic, Director, Inst. for Agricul
tural Research 

Depart by car to Belgrade airport 
Depart by air to Skoplje 
Arrive Skoplje 

Dinner 

Urban Renewal Inst.--briefing on re
building after 1963 earthquake 
Tour of Skoplje 
Departure by air to Sarajavo 
Arrive Sarajevo 
Tour of Sarajevo--interesting historic 
Turkish section 

Lunch 

Mr. Kosovac & members Bosnia-Hercegovina 
Executive Council 
Group of Industrialists 
Depart by air to Dubrovnik 

Dinner free 

UNDP Team--Mr. Lujak 
Tour of Dubrovnik 
Depart by car for Hercegnovi 

Arrive Hercegnovi--meeting with Dr. 
Bulajic, President Montenegro 
Depart for Dubrovnik airport--lunch 
on plane 
Arrive Zagreb 

Mr. Haramija, President Croatia 
Group of Industrialists 
Dr. Supek, Rector, Zagreb University 
Dinner 

Time to be determined: Meeting with 
President Tito, Mr. Gligorov, four 
industrialists and final meeting with 
Mr. Smole 

Depart Belgrade 
Arrive Dubrovnik 
Depart . Dubrovnik 
Arrive Rome--pr:{,.vat·e car 
Depart Rome 

Arrive Addis Ababa 
Briefing by Lejeune and Finsaas 

Lunch at hotel with Robert Gardiner 

Novi Sad 

ff II 

Hosted by Dr. Bogoev, 
President of Macedonia 

Skoplje 

Hosted by Mr. Kosovac, 
Pres., Bosnia-Hercegovina 

Sarajevo 

: II 

Dubrovnik 

Drive along Adriatic High
way--finance by Bank 

Zagreb 
II 

II 

Hosted by Pres. of Croatia 

JU406 (DC9) Dubrovnik 

Day room at Hotel Hassler 
ET727 (Jet) stop Cairo 

Press statement at airport 



Oct. 18 1500 
1545 

Oct. 19 0700 
0745 
1000 
1115 

1230 

- 3 -

Helicopter to Chilalo 
Tour Chilalo Agricultural Development 
Unit (CADU) 
Stay overnight at Rest House 

Depart Rest House by plane 
Arrive Wolamo project area--tour Wolamo 
Depart by plane 
Arrive Addis Ababa 

Business meeting with Emperor followed 
by Palace luncheon 

1500 Minister of Finance 
1630 Minister of Communications 
1730 ~ Courtesy call by UNDP ResRep at hotel 

Oct. 20 0900 

1045 
1200 

1500 
1600 

1730 

Oct. 21 0800 

Oct. 22 

0900 
1015 

1115 

1215 

1455 
2115 

0900 
1320 
1430 
1605 

1155 
2015 

0800 
1720 
1830 
2005 

Dinner free 

Minister of Agriculture, Minister of Land 
Reform 
Vice Minister of Education 
President, Haile Selassie University, 
Dr. Habte 

Lunch free 

Meeting with Bankers 
Chief Commissioner of Planning and senior 
economists 
Dr. Frank Bowles at hotel 

Possible reception by Government in 
evening 

Acting Head of Church and Director 
General of Ecclesiastical Affairs 
Prime Minister 
Minister of Community Development and 
Social Affairs 
Presidents of Senate and Chamber of 
Deputies 
Lord Mayor 

Lunch free 

Depart Addis Ababa 
Arrive Rome 

Depart Rome 
Arrive New York--JFK 
Depart New York--JFK 
Arrive Washington--National 

Mr. & Mrs. McNamara -

AZ841 (DC8) Khartoum/Athens 
Stay overnight at Hotel 
Diurno (Airport) 

AZ618 (DC8) non-stop 

NA443 (B727) Baltimore 

LEC 
October 8, 1970 
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Ghiorgis, H.E. _Ato Bekele Haile Vi
-.ce . Minister of Municipalities and 
Ato 'Nega Fanta, General Manager 
df ·Water Supply Administration. 

J.4.20 Leave for H.S.I. International Air
po~t .. : ,, . ~, 

Departure by Alitalia, Flight AZ 841. 
H.E. Ato Mammo Tadesse Minister 

·of Finance wiJI·take leave of Mr. and 
Mrs .McNamara at H.S.I. Internatio
nal Airpo1~t. 

-8-· 

.. ...... 

PRO~rR!IME: 

For the visit of Mr. McNamara 

President of World Bank 

October 18-21, 1970 

Addis Ababa 



.~"iBffi.h Vb Wi r,,,.l :.:, J": ·~: 
•tt~flj ; f~- ·~ r . .,..v ;.., .. ,,."_/ .. ;; ~;~1-~~H: ~ ... 
'ill' '(j. t _jj_ ~. •...- • .J. .._....._ , 1...¥ · ., .. _p ... ' -" , f'.'r' ""'Ao l ~ j ~-

.-~ -~ ·~oo Ii< 

,. ~::.r1l~ -t~ ~· t · : ' { 
... 

--~::-.."'\. 1srrt:>r't . .:In~-r·· .~ · .I :z ~:<t.i ~~ \l;;: ~.:!. ~ 

'· :)j ( fO!:'i( ~--;rj ·--~ . 

~1 .. {-~~ 
. '' 

·t 

·- .. 

. 8:00 

., ) 

"f 

Meeting with .His Grace Abuna Teo
philos the Acting Patriarch of Ethio
pian cliurches and.Nibured Dimitros 
·Lique Siltanat Abba Habte-Mariam. 

l,._l j 

8.55 ,_ Leave £qr Prime. Minister~ s . pffice 
Meeting with H.E. 'Tsehafi Tiezaz 
Aklilu Habte Wold the Priffie 1M.inis-

10.10 

10.15 

11.10 

11.15 

·-

• i 

ster · f ) 

• I ' I II - • I 
Leave for Ministry .~ of Community 
Development · ~ · / ,;,J · - ~ •. ; : -l't- ~ 

• , . I · t"• f ' t: - \ ol ~ 

_Meeting with H.E. Ato Getahun Te-
sema Minister of National Commu
nity Development . , , 

Leave for Parliament 

Me~ting with .His Honourable Ato 
·Seife r. Taddese, · President , of the 
Champ.er , of. De_put~y~· . !\ , }~ 

12.05 Leave for Municipality 

12.15 Meeting with H.E. Doctor Haile 
Ghiorgis Workeneh .W~ ~q:rd M~yor 
of Addis Ababa. In -his absence, Vi

.,. ·. ce Mayo11 · H.E. ·A to Mulugueta Sine 

~7-· 



.-!! 10.35' 

v ·~ '):0.45 

~lf111'.50 . 
' 

12.00-12.45 

J1oint Meeting with Their Excellen
cies ·Ato 1\.bebe Reta and Fitawrari 

· Abebe Gebre Minister of Agricultu
re and Minister of Land Reform & 
Administration. 

_,· Leave for Ministry of Education . 

Meeting with H.E. Ato Million Nek
nek Vice Minister of Education. 

'Leave for H.S.I. University 

Meeting with H.E. Doctor Aklilu 
,~abte President of the University 

Leave for Commercial Bank of Ethio
pia, joint meeting with the Heads of 
the Commercial Bank, the Addis 

-Ababa Bank, the Investment Cor
porations & the Development Bank. 

Leave for Planning Commission. 

Meeting with H.E. Ato Belai Abai, 
Head of Planning Commission Of
fice. 

Wednesday October 21: 

-.:c· ... ' 7.50 · _ ·' Leave for Ethiopian Patriarchy 

- -6-

· ~ ... .. 

Programme for the visit of Mr. McNamara 
President of World Bank October 18-21, 1970. 

Sunday October 18: 

8.25 Mr. McNamara arrives on board 
Ethiopian Airlines Flight No. 729. 
Upon .arrival he will be met at the 
H.S.I. International Airport by H.E. 
Ato Mammo Tadesse Minister of 
Finance. 

Makes statement to Press. 

8.40 Leave for Hilton Hotel where Mr. 
McNamara stays during the period 
of his visit to Ethiopia. 

8.40-14.45 Free time. 

14.45 Leave for H.S.I. International Air
port. 

15.00 Departure by Airforce helicopter 
for Chilalo, briefing en route by . 
H.E. Ato Tesfa Bushen and Ato Pau
los. 

-3-



-16.00 Arrival Chilalo, over flying of 
· essential areas, further proposed 

programmes details at Mr. McNama
ra's. choice staying · over night at 
Chilalo. 

Monday October 19: 
I ''} t! 

7.00 L' Departure by helicopter for Wola-
mo Sodo, briefing en route by H.E. 

\/ 7.45 

10.15 

H 11.30 

· Ato Tesfa Bushen and by Mr. Burke. 

Arrival W olamo Sodo, on arrival 
Mr. McNamara will · be met by 

. Fitawrari Wolde Semayat deputy 
Governor General of~ Sidamo and 
Governor of Wolamo, over flying of 
essential development - areas and 
meeting with the governor, further 
proposed programme details at Mr. 
McNamara's choice. 

Departure by helicopter for Addis 
Ababa. 

Arrival Addis International · Airport 
and drive to Hilton Hotel. 

-4-

..... ~ . 

12.20 Leave tO' Jubilee Palace, ':Business 
audience with His Imperial Majesty 
fbllowed by luncheon to be given 
by H-is Imperial Majesty in 'honour 
of Mr. and Mrs. McNamara. 

Monday October 19: 

14.50 i Le·ave for Ministry of Finance. 
,. I 

15.00 M·eeting with · H.~~ ,Ato ·· JYiammo 
Tadesse Minister of Finance. 

' 
16.15 Leave for National Bank. 

]6.30 Meeting with l{.E. Ato Menassie 
Lemma the Governor of the Nation
al Bank. 

17.25 Leave for Ministry ?f Communicat
ions. 

17.30 ,. Meeting with H.E. Lij · Endalk
achew Ma:konnen· Minister o£. 'Com
munications, Post Telegraph and Te-

l~. -s..:, l~uni~a~~s. · 

Tuesday October 20: 

8.55 Leave f0r Ministry of Agriculture 

-5-



INDEX 

A. Itinerary, Map 

B. Arrival Statement 

c. Biographies 

D. Talking Points 

E. Country Program Paper 

F. Economic Report 

G. Background Notes 

H. Bank Group Operations 

I. Ethiopian Institutions 
a. A note on government and politics 
b. Addis Ababa Urban Problems 
c. The Church 
d. Haile Selassie University 
e. Planning for Development 
f. Commercial Bank of Ethiopia 
g. Ports 
h. Aviation 

J. Economic Commission for Africa (ECA) 
Organization for African Unity 

K. Foreign Affairs · 

L. Emperor's Speech to League of Nations 

M. Miscellaneous 





0930 

1205 

2330 

0825 

0915 

1200 

l 

1300-1430 

1500-1545 

1545-1730 

Mr. McNamara's Visit to Ethiopia 

(October 18-21, 1970) 

Saturday, October 17 

Leave Belgradt~ JU 406 (DC 9) Dubrovnik 

Arrive Rome Day room - Hotel in Rome 

Leave Rome ET 729 (Jet) Cairo 

Sunday, October 18 

Arrive Addis Ababa, Bole Airport 

Arrive Addis Ababa, Hilton Hotel 

Briefing by Messrs. Lejeune and Finsaas 

? Lunch in the Hilton Hotel with z..rr. Robert Gardiner, 
Executive Secretary of the Economic Commission for Africa 
(ECA) 

Fly by Airforce helicopter ·to Chilalo
overflying essential areas 

/ Tour Chilalo Agricultural Development Unit (CADU) -
General Manager Ato Paulos Abraham 

Night Rest ·House CADU 

0700-0745 

0750-o815 

0815-0950 

1000-1115 

1230-1445 

J 

Monday, October 19 

F~ to Wolamo - overflying essential areas 

Vice Governor of Sidamo Province, :, . _ 
Fi ta.wurari Wolde Semai t Gabre-\\olde, one of the 
driving forces in initiating Wo1amo Project 

Tour Wolamo Agricultural Development Unit (W.ADU) 

Fly to Addis Ababa 

~ Emperor - business audience followed by Pala~e l1xncheon 
for Mr. and Mrs. McNamara 



1500-1615 

16.30-1715 

1730-1745 

0900-1030 

1045-1145 

1200-1300 

1500-1545 

1600-1700 

/ 1730-1830 

0800-0845 

0900-100 

J 1015-1100 

1115-1200 

1215-1300 . 

1455 

October 8, 1970 

2 -

Monday, October 19 (Continued) 

Minister of Finance - H.E. Ato }~ Tadesse 

Minister of Communications, Telecommunications and Posts 
- H. E. Lij. Endalkatchew Makonnen 

Resident Representative, UNDP - M. Rene Gachot, 
at Hilton Hotel 

Tuesday, October 20 

Minister of .Agriculture - H.E. Ato ..t\behe Reta ) 
Minister of Land Reform - H. E. fi tawrari Abebe Gebre)Jointly 

Vice Minister of Education - H.E. Ato Million Neqniq 
in the absence of the Minister 

President, Haile .Selassie I University - Dr. Aklilu Habte 

Lunch - free 

General Manager, Commercial Bank of Ethiopia - ) 
Ato Taffara Deguefa ) 
General Manager, Addis Ababa Bank - ) . Jointly 
Ato Debebe Hapte Yohanes . ) 
General Manager, Ethiopia Investment Corporation) 
- Mr. Brian Oliver ) 

Chief Commissioner of Planning - H~ E. ·A to Belai Abai 

Dr. Frank Bowles at Hilton Hotel-

Wedne?day, October 2~ 

Acting Head of Church - His Holiness Abuna Teo nos) 
Director General, Ecclesiastical Affairs ) Jointly 

Prime Minister 

Minister of Community Development and Social Affairs 
- H.E. Ato Getahun Tessema 

President of the Senate - Lt. General Abiye Abebe )Jointly 
President of the Chamber of Deputies - Ato Seife Tadesse) 

Lord Mayor - Dr. Haile Giorgis Workneh 

Lunch - free 

Depart from Bole Airport 



THE VISIT OF MR. 

Walsh and Kana will acoompany; if not they will 

have gone by road before 

project housing). 



I {r)11) 

~·47'-hrs~ 

11:30 hrs. 

- 2 -

Depart Abela for -~fimbieho, accompanied by 

H.E. F,ttawrari Wolde~Semayat and Mr. Burke. 

Arrive Himbicho. See Coffee pulping factory, 

Meet Ato Keb~de Koomsa, A/Chief Marketing, Credit 

and Cooperatives Officer 1 PCV Don Henry. 

Mr, Burke will remain at Himbicho. 

Depart Hi1nbicho accompanied by H.E. Fitawrari 

Wolde-Semayat for Addis Ababa. 

I Arrive Addis Ababa Airport. 

The schedule is very tight. .Any delay may result in Mr. McNamara 

viewing from the air rather than landing. 
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My arrival in Ethiopia brings me to a part of the world which I have 

long been anxious to see. I am particularly delighted that this v "si 

will provide me with an opportunity to meet aga· Emperor Hat~e-~+a . 1:E'J.Y 
" ~ 

a man whose dedication to the development of his country and the advance-

ment of its people has won him respect and admiration far beyond the borders 

of Ethiopia. From it, I hope to gain new insights into your problems d 

your potential, in order to see what we in the World Bank Group can do to 

help overcome the problems and transform the potential into reality. 

We are already in the process of greatly increasing our assistance for 

Ethiopia's economic development. In the last two fiscal years, the annual 

average of our lending has been well above the average for the 1964-68 

period. We hope that in the next five years, our lending for projects in 

your country will be more than twice as large as in the revious five years. 
;11-

This increase reflects Ethiopia's growing capacity to prepare and implement 

viable projects. 

In the past our lending to Ethiopia has concentrated on assisting you 

in building the infrastructure -- the roads and telecommunications facilities 

required to tie a vast country together and the electric power facilities 

required for industrial development. While we intend to continue lending 

in these fields, we hope also to be able greatly to expand our assistanc 

for agricultural development. We are encouraged by the progress being 

made in this sector. As agricultural research continues, as extension services 

are expanded, and as farmers are provided with bigger incentives through land 

reform, it should be possible greatly to increase the productivity of Ethiopia's 

rich agricultural resources. 



- ·2 -

We are also particularly interested in your country's plan for develop

ing educational facilities. We have already assisted an education project 

supporting your policy of placing greater emphasis on the practical subjects 

required for development. We look forward to working together in devising 

future education projects geared not to copying European or American models 

but rather to meeting Ethiopia's own special needs. 

The purpose of our lending. in Ethiopia as in any other country, is 

not simply to help build a road here or a power plant there. The more 

important purpose is to fit our assistance into a program of activity 

designed to create a fuller, happier and more productive life for the people 

of the country. That is the purpose to which all our assistance to Ethiopia 

is dedicated. 

Over the next few 4ays, I plan to meet many of those who are concerned 

with your economic development, and to see on the ground some of the 

activities in progress. I hope that, at the end, I shall know more of your 

country and your people, so that the Bank can play a fuller part in helping 

you solve the problems -- relating to the mobilization of public savings, 

for instance -- that undoubtedly lie ahead. Thus do we hope to forge a 

closer pa~tnership in moving towards our common goal of advancing the welfare 

of Ethiopia's people. 





ETHIOPIAN GOVEHNMENT 

1. Prime :Hi nister' s Office 

Prime l1inister and Minister of Pen: H. E. Tsehafi Tezaz Ak.lilu Habte Wold 

}tinister; H.E. Ato Seyoum Haregot 

2. Hinis try of Defence 

}finister: H.E. General Kebede. Gabre 

Minister of State: H. E. General vblde Selas sie Bereka 

3. ltinistry of Finance 

1-tinister: H. E. Manuno Tadesse 

Minister of State: H.E. Mulatu Debebe 

Minister of State: H.E. · Teklu Dilnessahu 

Vice Min"is ter (Customs): H. E. Solomon Kedir 
.. 

Vice Minister (Budget and Finance): H.E. Bulcha Demeksa 

4. Hinistry of Corn..merce, Industry ar.~d To;:_ris~ 

Minister:. H. E. Yilri1a Deressa 

Vice ~tinister: H.E. Tadde~~e Mogesse 

Vice Minister: H.E. Tekle Haimanot 

Vice }linister: H.E. Bekele Indeshaw 

Vice Minist~ (Tourism): H.E. Habte Selassie Tafesse 

S. J.Iinistry of Foreign Affairs 

Minister: H.E. Ato Ketema Yifru 

Minister of State: H .. E. Dr. Tesfaye Gebre Egzt 

6.· Ministry of Agriculture 

Minister: H.E. Ato Abebe Reta 

Vice Minister: H.E. Ato Tesfa Bushen 

Vice Ministe~: H.E. Worku Hekasha 



"· 

2 

1. Ministry of National Community Development 

~linister: H.E~ Ato Getahun Tessema 

8. 1-linis try of Imperial Court 

Minister: H.E. Tsehafe Tezaz Teferra Work Kidane ~ld 

9. Ministry of Communications, Telecommunications and Posts 

Minister: H.E. Lij :Ehdalkatchew Mako1men 

General Manager, Telecommunications: Ato Betru Admassie 

Minister of State {Communications): H.E. Getache-v1 Bekele 

10. , Ministry of Education 

Minister: H.E. Ato Seifu Mahteme Selassie 

Vice Minister: H.E. Ato Million Nekniq 

11. Ministry of Information 

Minister of State: H.E. Getachew Hekasha 

12 • Ministry of Public 1-lorks 

Vice Ydnister: .H.E •. .-Eng. Makonnen Mulat 

General Nanager, Imperial Highway Authority (IHA): A to Abash:.t1.;l \o~Toldemariam 

13. Ministry o:f Public Health 

~nister: H.E. Ato Ketema Ababe 

14. l'dn.i.stry of Land Reform 

Minister: H.E. Fitawrari Abebe Gebre 

15. Ministry of Justice 

16. 

17. 

Minister: H.E. Ato Akale Work Habte vbld 

Vice Minister: H.E. Ato Betachew Asrat 

Ministry of Interior 

•tinister: H.E. Bitwoded Ze1roie Gebreheywot 

Planning Commission 

Minister of State and Head of the Planning Commission: H.E. Ato Belai Abai 

October 6, 1970 



Hi s I mperial Haj est y Haile Selassi e I: 

Born in 1892 in Harar, he is the 66th Emperor (after 1260 A.D. restoration) 

in the line of succession oi a dyasty that dates b~ck to 975 B.C. Raised 

in the Imperial Court, his service in government starte~ at 14 when he 1-1as 

appointed Governor of Gara Mulata. He later served as Governor of Selale, 

Sidamo and Harar before becoming regent and heir apparent to ~rincess Zaudito 

when she was proclaimed Empress in 1916. vfuen she died in 1930, he was 

proclaimed Emperor at the age of 38. At 78 he has reigned over Ethiopia for 

40 years. 

During this period he has acted as ~~ effective stabilizing force. 

His person is declared to be sacred, his dignity inviolable and his poHer 

indisputable. He is Head of State, Chief Executive and Exercises the poHers 

of a Chief Judge and Legislator. His success has been attributed to -his 

ability to balance competitive political groups within his government notably 

the .Army, the :Court nobility and the Ethiopian Orthodox 'Church. In 1960 

for example, a military coup in his .- absence was foiled because it originated 

with the imperial bodyguard, but was crushed by the·army which represented 

different interests. He has initiated major reforms in his government such 

as a written Constitution providigg for appointment of a . Prime Y~nister, 

~abinet and an elected Chamber of Deputies. He has played an active role 

in the modernization of education at all levels. He is Chancellor of the 

University at Addis Ababa, which bears his nrone. 

The Emperor has a keen interest in foreign affairs dating back to 193~ 

follovring the Italian occupation, when he left the country to appeal for help 

fromthe League of Nations. In 1 941 he returned to Addis Ababa after 5 years 

in exile in Great Britain. In the same year Ethiopia joined the League of 
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Nations. He is said to make more State visits than any other Head of State. 

He has been particularly active in the Pan-African Hovement. He hosted the 

first African Heads of State Conference which founded the Organization of 

African Unity (OA~) in 196J. The OAU has its headquarters in Addis Ababa, 

as does the United l{ations Economic .:commission for Africa (EGA) 'Hhich was 

established in 1958. 

As the Emperor advances in age, speculation as to what ~dll happen 

when he goes has grown as has opposition to hisregime but not so much to 

the Emperor himself, particularly among students. The Emperor has in 

turn delegated more authority to his .. Ninisters and recruited more 

progressive young officials in his government as opposed to the more 

traditional 11 0ld g·uards". Friction bet~;.;een these groups continues to grow. 

Nevertheless, Haile Selassie continues to be at the very center of the 

political system. · He· is the most powerful man in the goverTh~ent and his · 

position ap~ears to be quite secure. 



H.E. Tsah afe Taezaz Aklilu Hapte Wold 

Prime Minister, and Minister of Pen. 

Born in Bulga, Shoa Province ln 1912. Youngest of three brothers 

all.of whom served in the Cabinet in the Post-liberation era; oldest 

brother, the late Makonnen Hapte Wold, among most infleuntial Ministers 

of the Crown until his death ln 1960. The other brother, Akale Work 

Hapte Wold, still in Cabinet as Minister of Justice. They descend 

from a long line of priests of the Ethiopian Coptic Church. 

Educated in Ethiopia, ~gypt and France. He holds a number of degrees 

in Law .and Political Science - from the Sorbonne, among other institutions. 

·Married to a Frenchwoman. No children. 

Served as Secretary and Charge d'Affaires in the Ethiopian Legat~on 
q 

i ·n Paris where he remained during the Italian occupation. 

·After the Italian occupation he served for a brief period (November 9, 

1942 to October 13, · 1943) as Vice Minister of Pen. He was ,appointed Vice 

Minister of Foreign Affairs on October 14, 1943 and became Minister six 

years later. He held the portfolio until April 18, 1958. During his 

long tenure at the Foreign Office he has participated in a number of 

negociatioris and represented Ethiopia in several ·important international 

conferences. He negociated the return of Eritrea to Ethiopia, . and signed 

the U.N. Charter. 

In November 1957 he was appointed Deputy Prime Minister upon the 

departure of Ethiopia's first Prime Minister. He was the Foreign Minister 

as well. Six months later, however, he exchanged the Fore~gn Office for 

the Ministry of Pen. He was appointed Prime Minister and Minister of Pen 

on March 30, 1961. He was reappointed with i.ncreased .powers, i.e., to 

select his own ..Ministers, on March 24, 1966. 
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H. E. A to 11enasse Lemma 

Govert1or, National Bank of Ethiopia 

Born: Cairo, Egypt in 1913 

Educated in Egypt 

¥..arried. Five daughters 

Appointed Director-General of Fina~ce on Nova~ber 9, 1942; 
Vice Minister of Finance on July 7, 1949; and Minister of State 
of Finance on Noverrilier 14, 1957. In the immediate post-liberation 
era several currencies includli1g the ¥aria Theresa Dollar, 
East African Shillings, Italian Lire were in circulation. As 
Di~ector-General and Vice Minister he rras intimately involved 
in the formation of the State Bank of Ethiopia andr the introduction 
of the new Ethiopian currency. ~ 

He became Hinister of the nevJly formed Hi.nistry of Hines and 
State Domains (both Depart.rnents of the Hinistry of-· F-lnance until 
then) in April 1958. A year later left this }tini.st~ to become 
Auditor-General and Chief Economic, Financial and Flanning Advisor 
in the H.I.M. Private Cabinet, as well as acting Governor of the 
Sta. te Bank of Ethiopia. 

When ' the State Ba~k of Ethiopia was split into the Commercial 
Bank of Ethiopia and the National Bank of Ethiopia, he became 
Governor of the latter, Hhich is Et."h.iopia's central bank. He has 
served and still serves on various boards, and committees. 

He speaks .Amharic, Arabic, French, English, and Italian. 



~. MAHHQ.....IA.DESSE - ~flNIS}ER OF FINANCE 

Mammo Tadesse: Born in 1924-in .Addis Ababa, married (French 

\life). French educate.d; secondary education Alli:a.nce Francaise, 

Addis Ababa; undergra.dua te ·French Lycee, Cairo; la~r ·degree, 1951 fro"m 

Faculte de Droit de Parisi and H.A. in Polit:i.cal Science fron the 

Ecole des Sciences Politiques in 195.2. In 1953-54 rTas Legal Adviser 

to }finist~J of Commerce and _ Industry. Chairman of Commission to 

codify Ethiopia's commercial, civil, panel ·and maritime la1vs, 1955. 
,_. , · 

· Acting _Vice:.Ninister of Information 1956-58. Vice-Hinister and Ninister 

of State in the Prirr.e . Hinister' s Office 1958-66, 1-1here h'e was in 

charge of civil service act11inistration and ·Horked on legislative 

matters.· Became Nin5_ster of Justice in 1966 and earned .a name by 
l 

imppoving the operational efficiency of Ethiopia~ courts. Appointed 

. as the Finance Hiniste.r in February 1969 to deal vri th the financial 

cri~is which occurred in 1968-69. Previously Finance was held by the 

most senior Cabinet Hinister, Ato Yilma·· Deressa. 

Hamrno Taclesse has alre~.dy established himself as . an efficient 

Finance Hinister. His relationship Hith other senior Cabinet Hinister~ 

is good, and he also has the ear of the Emperor. · Apart from adminis-

trative ability, l·I?.immo Tadesse is usually forthright in his approa.ch 

and talks quite frankly.. He is fluent in English and French and has a 

working knowledge of Italian and Sp2nish. He is fond of reading and 

s-rnmrqing • 

Hammo Tadesse's political position is considered secure and he ie · 
-.. · 

.even uri.cler . . .a:..:heH ·'Prime Jvti.nister. 
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Bulcha Demeksa 

Vice-Hinister of · Finance 

Bulcha Demeksa, Vice-Minister of Finance, is designated at 
this Annual Neeting as Alternate Executive Director for the 
group of countries currently represented by Hr. Kahangi. He is 
about 42 years old, married with five children. Graduated from 

r · . Haile Selassie University in 19.59 after -vrorking as a school 
teacher. Received masters degree in Economics from the Universi
ty of 1'Tisconsin in 1960. Since then has served in various 
capacities in the Ministry of Finance, 'vhere he became Vice
?unister in 196?. At the same time, he attended law school at 
night and received his LLB in 196?. Ato Bulcha served as 
Alternate Governor of the Bank from 196.5 through 1967 and is 
familiar ~vi th. o.ur activities in Ethiopia. 

~ . 



H. E. Ato Yilma Deressa 

Minister of Commerce, Industry and Tourism 

Born in 1907 at Chuta, in Wollega province. He is the oldest 
Minister in the Cabinet. His father, a mamber of ·the minor nobili
ty in Wollega, was Deputy Prime Minister in the early fifties. 

Educated in Ethiopia, Egypt and England. After studying in 
Victoria College, at Alexandria, he went on to the London School of 
Economics, where he obtained his B.Sc. (Econ.) in 1933). · 

Shortly after his return to Ethiopia, Italy invaded Ethiopia. 
He was imprisoned and was taken to Italy. He 1-1as released and re
turned to Ethiopia before Liberation. 

1-Jhen the Ethiopian Government -rras reestablished in 1941, he 
was appointed Director General of the Ninistry of Finance on August 
8, 1941. He became Vice-}linister of Finance on November 9, 1942. 
He was in charge of. Finance until his appointment as Minister of 
Commerce, Industry and Planning on July 7, 1949. 

He served as Ethiopia's Ambassador to the United States from 
· July 1953 to March 1958 and Ethiopia's Foreign Minister from April 
i958 to July 1960. 

He was shifted to the Ministry of Finance in July 1960, where 
he se~ved as Fi1~nce Minister for another eight years. In February 
1969, he was appointed to his current post - Co~~erce, Industry and 
Tourism. 

He is married and has four daughters and t1·1o sons. 

He speaks Galligna, Amharic, English, ·French and Italian . 

. '· 
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H. E. Ato Amanuel Abraham 

Minister of Mines 
) 

Born in Hollega Province. 

Educated in Ethiopia, in ~lission Schools, before going for 
further studies abroad. 

He joined the Government after .liberation and was first 
appointed as Director General of the Hinistry of Foreign Affairs 
on November 11, 1943. Six months later, he -v1as appointed Director 
General of the l~nistry of Education and Fine Arts. As the senior 
official of the Hinistry, he worked directly with the Emperor for 
almost five years. 

Then folloHed a series of successive ambassadorships. He ·Has 
appointed Ethiopian Ambassador to Oindia (Harch 11,. 1949), to Italy 
(May 5, 1952) and finally to Great Britain (August 10, 1955). 

On his return to Ethiopia after ten years absence abroad, he 
1-1as appointed Hinister of Posts, Telegraph & Telephone, as rl€11 as 
Chief of Political Affairs in His Majesty's Private Cabinet on . 
December 22, 1959. 

When the Aklj_lu Cabinet was formed in 1966, Amanuel became 
Hinister of Com.1·nunication - a Ministry then newly detached from 
.Public 'Horks. In the 1969 reshuffle, he was appointed Minister 
of Mines. 

Amanuel has ~>rri tten and translated several 1vorks in Amharic. 
He speaks Galligna, .Amharic, English and · French. 

Married and has several children. He is in his mid-fifties . 



H.E. Ato Abebe Retta, ·Minister of Agriculture 

Born. Tigre Province. He is in his early sixties. 
Traditional Ethiopian church education. 

During the Italian occupation he was a member of the 
Emperor's entourage in Britain. His first major assigmnent on 
his return to Ethiopia was the Chairmanship of the Board, 
Ethiopian Air Lines. After a year on the Board (August 1947-48) 
he 't-ras appointed Ethiopian Ambassador to Great Britain, where he 
~emained some ~ight years. 

On Harch 4, 1956 he -y;as recalled and appointed l'dnister of 
Commerce and Industry.. About t1-ro years later he became Hinister 
of Public Health and for a while also Acting Yrinister of National 
Community Development. 

\Vhen the Aklilu Cabinet was first formed in Harch 1966, 
Abe be Retta becan1e Ninister of Cow.rnerce and Industry, from whence 
he 1-;as transferred to his current post, Minister of Agriculture, 
in February 1969 ·• 

Divorced. Eldest daughter married to a Cabinet Minister; 
Seyoum Haregot. 

Abebe Retta is knowledgeable in traditional Ethiopian 
Linguistics and Literature. 

He speaks Geez, Tigrigna, Amharic and English. · 



H. E. Ato Seifu Mahtem Selassie 

Minister of Education and Fine Arts 
;> 

Born in Addis Ababa, in 1923., the grandson of a former Hinister 
of Pen:--His father played prominent roles (as Minister of Finance, 
among others), in the Cabinet in the late fifties and early sixties. 

Seifu 1-1as educated in Ethiopia and the United States, where he 
obtained a B.Sc. degree in Radio Engineering. 

On his return to Ethiopia, he was appointed Director General 
of the then Shoa Electric Light and Power Authority (July 7, 1953). 

When the Authority ·Has reorganized and a chartered body was 
formed, Ato Seifu became General Manager of the new Ethiopian 
Electric Light and Pmver Authority on !1ay 19, 1958. His rank was 
raised to that of Vice Minister on November 25, 1961. Tne Authori
ty's activities grew significantly and he earned the reputation of 
an efficient manager. 

He v1as appointed Minister of Public ~forks in 1969, only to be 
reappointed as Minister of Education a few months later. 

He is married and has childre-n. 

Speaks Amharic and English. 



H. E. Ato Getahoun Tessema, 

Minister of National Community Development and Social Affairs 

Born in Shoa Provine e. 

Educated in Ethiopia and Lebanon. 

He had acted as one of the trLta-ison Officers" bet-vleen the 
British and Ethiopian patriot forces, when the Emperor raturned to 
Ethiopia in 1941. 

· Within a week of the Emperor's return to Addis Ababa, Getahoun 
was one of the first young and junior appointee_s in the newly formed 
Government. He was appointed Director General of the Ministry of 
Pen. A year and a half later (11/9/42), he was transferred to the 
l•Iinistry of Interior as its Director General. 

\ 

He was appointed First Secretary :ir1 the Ethiopian Embassy 
in Washington on October 22, 1943, where he worked for almost six 
years. Back in Ethiopia, he was appointed Vice Ninister of Comm.erce 
and Industry (7/17/49), Vice Minister of Agriculture (7/2/57), 
Minister of Public Health (11/7/57). 

On February 2, 1959, he \·las appointed Ethiopian Ambassador · 
to the Soviet Union; and to India on September 28, 1960. 

Back from India after a couple of years, he vias appointed 
Minister of National Conrrnunity Development and Social Affairs. 
He has held his present post for some seven years. 

Since the early sixties he has been Chairman of the Budget 
Corrunittee of the Council of Ministers. 

. He is married. No children. 



H. E. Lij Enda1katchew Makonnen 

Minister of P.T.T., Communication 
and Telecorr~unications 

Born in Addis Ababa; son of Ethiopia's first Prime Minister, a 
member of a prominent Shoan Family. 

Educated in Ethiopia and Ragland, where he attended Oxford ·Uni
versity, majoring in Philosophy, Politics and Economics. 

Upon his return to Ethiopia, he joined the Ministry. of Foreign 
Affairs. He served there as Director General (June 1953), as 
Assistant Hinister (July 1956), and as Vice-Hinister (November 1957). 
vlliile at the Foreign Office he accompanied the Emperor on his first 
and extended State visit to the U.S. in 1954 and -acted as his Chief 
Interpreter. He was appointed Vice-Hinister of the National Communi
ty Development on Hay 19, 1958.: He headed the Hinistry of Education 
and Fine Arts as Vice-Minister (December 12, 1958 -December 4, 1959). 

In December 1959, he was appointed Ethiopian Ambassador to Great 
Britain, where he remained until his appointment as Minister of Com
merce and Industry (March 30, 1961). He headed the. Ethiopian delega
tion to the 1964 United Nations Conference on Trade and Development, 
w.1here he was elected as one of the Vice-Presidents of the conference. 

On April 11, 1966, he was appointed Ethiopian Ambassador to the 
lli ( r7i th the ran..l< of Cabinet Minister). At the UN, he served 
Ethiopia's .term on the Security Council. Upon his return from the 
UN in the Summer of 1969, he was appointed Hinister of the nNew · 
Conglomeraten, formed out of the former Ninistries of P.T.T. and 
Communications and the autonomous body - Imperial Board of Teleconl
munications, a post he still holds. 

Married and has children. 



H.E. Ato Belai Abai, Commissioner of Planning 

Born: Tigre Province. 

Educated at Haile Selassie I Secondary School in Ethiopia . 
He has also studied in University of Nanchester, England, and 
Harvard University. 

He joined the H:inistry of Finance in the mid-fifties. 
After a couple of years at the Income Tax Department, he was 
appointed Director General of the Economic and Technical 
~ssistance Board in Hay 1959. · · 

After a brief period at the Ministry of Cor.1merce and 
Industry, he left the Government tq join the Economic Com- · 
mission for Africa. He rejoined the Government as the Vice 
}tinister of a ner,.rly formed Ministry of Planning and D3velop
ment on February 11, 1967. 

~fuen the Ministry was converted into a Planning 
Commission attached to the Prime Minister 1 s Office in 
February 1969, he vTas appointed Commissioner of Planning 
with the rank of Minister of State. 

A professional Economist, he -vras intimately involved 
in the -preparation of the Third Five-Year Development Plan . 

He is married. No children. 



ROBE..ltT Kii'JETU ATTA GARDINER - EXECUTIVE SECRETARY OF ECA 

Robert KHetu Atta Gardiner:· Born in 1914 in Ghana, he was 
educated at Fourah Bay College, in Sierra Leone, and at Cambridge and 
Oxford in England. He returned to serve as lecturer in Economics at 
Fourah Bay College from 1943-L~6, before serving as Specialist to the 
United Nations Trusteeship Department from 1947 to .19lJ.8. He then 
became Director of the Department of Extra-Hural Studies at the University 
College in Ibadan, Nigeria where he stayed Q~til 1953 when he was appointed 
Director of the Department of Social 1·lelfare and Community Development in 
Ghana, a post he held until 1955. Hr. Gardiner also served as Chairman 
of Komari College of Technology (1954-58), and Permanent Secretary in the 
Kinistry of Housing, Ghana (1955-57). In 1957 he ·v.ras made Establislli11ent 
Secretary and Head of the Civil Service, a job he held until 1 959 1-1hen he 
was appointed as Deputy Executive Secretary to the United Nations Econo;,!ic 
Commission for Africa. He became the Executive Secretary of the Corrill~ssion 
·in 1963. Hr. Gardiner has also served as Special Envoy of the United 
Nations Secretary General to the Congo (1961), Director of United Nations 
Division for Public Administration (1961), United Nations Special Represent
ative to the Congo (1962-63), and as a B.B.C. Keith Lecturer in 1965. He is 
joint author of Development and Social Administration, (1954), and has 
lectured extensively on-promoting re-gionafCievelopment on the continent of 
.Africa . 





Mr. I!cNamara.1 s Visit to Ethiopia 

Talking Points 

\ 
Ministers of (i) ~riculture (ii) Land Reform (iiiz Cow~ty· Development 

1 • ~and Reform 

l(~~Legislation 
~ 1 (b) Cadastral Survey 

(c) Organization 

2. Marketing of small farmer crops 

3. Agricultural Credit 

4. Package .programs - Livestock 

5. Coordination of Rural Development Ministries and Agencie~ 

6. ~ricultural Education 

7. The Rockefeller Mission report on government orga~ization 
for the agricultural services. The Government has had copies 
of the draft report. \Vhat is the reaction? 

j 



Mr. McNamara's Visit to Ethiopia 

Talking Points 

Minister of Education 
I 
I 

I 
1 • Structure of :Ed~cation sys~em in relation to the 

deve~opment needs of the c1untry -

(a) Education sector stud~ 

(b) Manpower study . I 
2. Low percentage (16%)of schdol age children 

in school - relevance for family planning. 

3. Planning Unit 
There is a Unit but it is l-Teak mainly because the 
Minister has little interest in planning. One of 
the UNDP/Harvard (DAS) advisers will be attached 
to the Ministry to help irr~rove the planning 
situation. 



Mr. ?-1cNamara' s Visit to Ethiopia 

Talking Points 

President, Haile Selassie I University 

1. University expansion program 

2. Efforts to meet specific manpower requirements for 
the Country's development. 



Mr. McNamara's Visit to Ethiopia 

Talking Points 

Governor, National Bank of Ethiopia 

1~ 

2. 

Counter cyclical foreign exchange reserve policy 

Mobilization of domestic resources for investment 

(a) appropriate interest rate policy 

(b) institutional development 

Manager, Ecclesiastical Affairs 

1. Family Planning 

2. Land Reform 

Deputy Governor, Sidamo Province 

1. 

2. 

3. 

Congratulations on ititiative and resourcefulness which gave the 
Wollamo Project its beginning and brought it to the stage of 
implementation. 

What are the prospects of repeating this within the province, or 
of other provincial governors doing the same thing. 

Land reform - the Deputy Governor should ·be a good ,sounding board 
about attitudes. 



Mr· McNamara's Visit to Ethiopia 

Talking Points 

Chief Planning Commissioner 

1. 

2. 

3. 

4. 

5. 

Planning in Ethiopia 

{a) The role of the new P.lanning Commission 

(b) The UNDP project- (Harvard D.A.S.) 

(c) Coordination with Ministries, Government Agencies, and 
the private sector 

(d) Teamwork with Finance Ministry and National Bank 

The points raised with the Minister of Finance 

Land Reform 

(a) Legislation 

(b) Cadastral Survey 

{c) Organization 

Education - in relation to the needs of the economy 

Population Census - Too little is known about Ethiopia's population 
for effective policy making and planning. Yet apparently a census 
has not featured as a priority item in the country's search for 
technical and financial assistance. 



The Banks 

1. 

2. 

3. 

4. 

Mr. McNamara's Visit to Ethiopia 

Talking Points 

Mobilizing domestic resources 

How could the com~ercial banks play a greater role in the 
country's development. 

{a) Agricultural Credit 

(b) Industrial Credit 

Ethiopian entrep eneurship. 

Why are funds for urban housing so scarce and terms so stringent -
amortization period usually 5 years. 



Mr. McNamara's Visit to Ethiopia 

Talking Points 

Prime Minister 

1. 

2. 

The Prime Minister is also Minister of 
to give the Vice Minister who heads 
requires to carry out the planning 

3. Need to increase public savings 

4. Land Reform 

s. 0 Family Planning·· 

' t; 

I 
;.. 

... 

.. 
' 



Mr. McNamara's Visit to Ethiopia 

Talking Points 

Minister of Community Development and Social Services 

1. Coordination of Rural Development 

2. The role of Cooperatives in Rural Development 

3. Mobilization of underemployed human resources towards self-help efforts 
in Rural Development 

.4. Family Planning 



Mr. McNamara's Visit to Ethiopia 

Talking Points 

, 
Presidents of the Senate and the 

1. Land Reform-~ 
2. Taxation - need for new revenue measures 

. ~ 

'. 



Mr. McNamara's Visit to Ethiopia 

Talking Points 

Lord Mayor 

· 1. Congratulations on being made International Roads Federation 
man of the year. 

2. Urbanization problems 

(a) City planning cadastral survey 

(b) Rapid growth of Addis Ababa - influx from rural areas 

(c) Land ownership pattern - inhibits housing development 

(d) Need for more city revenues 

(e) Wate·r and sewefage 



SALIENT ISSUES 

POSSIBLE TALKING POINT 

. ·:· 

Dialo Telli - Secretar General of The Organization for African Unit 

The recurrent expenditures on defense of many African countries are 
a high percentage of total recurrent expenditures. This has serious implications 
for development since the resources which might otherwise be available for 
investment are thereby reduced and the capacity to attract foreign aid may 
be impaired for lack of local counterpart contributions. For example 
.Somalia is regarded as a country in lvhich virtually 100% of project cost 
should be provided by the donor or lender country; yet about 40% of Somalia's 
government recurrent expenditure is on the armed forces. Comparable percentages 
for some neighboring countries are - Ethiopia 42, Sudan 20. 

Imp~rtant among the causes of these relatively high levels of defense 
spending are border disputes with neighboring countries. For example there 
are border disputes between Ethiopia and Somalia, and Ethiopia and Sudan. 
These have undoubtedly contributed significantly to the high levels of 
defense expenditures in the three countries. 

One of the O.A.U. 1 s main objectives is to foster peace between African 
countries - indeed this is implicit in its very name. If peace could be 
achieved between neighboring countries through the settlement of border 
disputes, smaller defense forces would be needed or at worst defense expenditure 
increases could be contained if not reduced. This would enable a diversion of 
resources to increase the development effort.-

It appears that within the past several months O.A.U. 1 s efforts have 
been so concentrated on the liberation of black Africans under South African, 
Rhodesian, and Portuguese rule, as to leave little room for its role in 
fostering the settlement of border disputes of the types mentioned above. 

The possible healthy effect of border settlements on development and 
th~ need for a continued active O.A.U. initiative in -settling border disputes 
may usefully be raised with . V~. Telli. 



The need to increase Public Savings 

One of the central economic probl~"'Tl3 confronting the Ethiopian 
Governr~ent is that of moblizing sufficient budget resources to meet the 
projections and expectations of Ethiopia's Third Five Year .Plan (TFYP), 
and to match available foreign assistance. If the growth of the econo~ 
is to increase 1 nru.st increase. And 
1. Government capital expenditures are to increase a substan 1a p t of 
such increase must be financed from government 

In recent years instead of increasin-"' en savin s ha e 
ped below e evel attained in the mid-19o0 1 , consequently total 

resource mob 1za 1on by the government for development has virtually 
remained stagnant. The stagnation is the outcomelof two factors -one, 
a rapid growth in spending on defense and interna{ security which absorbed 
to thirds of incremental govarllinent revenues; and jtwo, a fal~ in the rate 
of grovrtl-1 of revenues from around 12% a year in tne early 1960's to about 
7% a year in the late 1960's due mainly t.o an economic recession stemming 
from a decline in coffee prices. Although the overall financial situation 
has jmpr oved since 1969, the problem of moblizing resources for a reasonable 
government investment effort remains a serj_ous one. 

Feasible solutior;.s of the problem can only be achieved by eliminating 
the two main causes - high and rising defense and security expenditures 
and low and slow rising revenues. CJ.l:\ the o:'le hand efforts must be made 

ontain the gro-v1th of defe.r.we fJJl.._tUecuri t.y expenditures vi hi orb ome 
~ the goverr..m · ' rent b · on~ other hand th funinistra tion 

~~"Pxisting taxes must be yastly jmproru;d ~diti9:Ra 1 ia"'atjpn - fa:r< 
example incomes , land, and domestic manufactures - is necessary;,. Ou1· 
recent economic mission estimated that there is scope for raising about 
Eth$30 million annually through additional taxation. 

There are indications that the level and rate of grovrth of defense 
and security eA~enditures are beyond the control of the Vdnister of Finance 
and even of the Council of }1inisters; and that the Emperor l-Jho is the 
ultimate authority is very sensitive to the moslem encirclement of 'Christian 
Ethiopia, Russian military assistance to Somalia and the Sudan, and the rebel 
movement in Eritrea. 

In the effort to raise tax revenues in 1968 the Council of Ninisters 
proposed tha t a. number of excise tax rates be increased. At that time 
Parliament rejected the proposal. M.ore recently the Hini ster of Finance 
assured the Bank's EconorrLi.c Hission that he -v;ould propose the introduction 
of increased excise t ax rates, new excise · taxes and special tax measures to 
finance education 1-vi th effect from the beginning of Ethiopian F'Y 1970/71. 
So far only the tax to finance education has been introduced and approved. 

The slo1~ess of Parliaffient to vote increased 
reform measures is bolmd to h 201e adverse effects on 
The subject is wor th raising wi t h the Emperor. 

taxation and enact land ~ 
the country's development.

11 



.. NI'HIOPIA 

Possible Talking Points 

Land Reform 

Observers o.f ·the proS!)ects for rural development in Ethiopia are ~ 
agreed that the institution of land reform measures is essential. I~ 

Abou~22.5m) of the country's population live in the rural 
areas and lo~he land for their livelihood. Rural land that is not 

owned is owned either mainl by large andlordS 1 e 

on 

Tenants at will are either sharecroppers or pay rent to the landlord. 
Tenancy at will is perhaps the form of tenure that is least conducive not 
only to land development but also to rural development in the broader 
sense - it does not encourage the farmer to maximize output or to take 
care of the soil, neither does it encourage him to improve the stanQard of 
housing or to plant permanent crops. He can be put off the land at a day's 
notice; he has no stake in the land. 

Disincentives to land development are also inherent in commu11al 
tenure although compared -v1ith tenancy at will, it has the particula.r virtue 
of security. · 

Introducing land reform measures has long been the Slbject of 
debate in Ethiopia. It· has been recommended by successive missions. 
Apparently the Government undertook, as a condition of S-vredish aid to 
the Chilalo project, to introduce some land refo:r·m measures; the first 
phase of the project has ended but no significant measures have been taken, 
and the Swedes have threatsned no · tance to the project 
unless some land reform about the end of this 
year. 

In 1966, a l1inistry of Land Reform was established and a compre
hensive land reform statute was drafted and introduced in Parliarre nt, 
but was not passed. Three years of agitation have ensued. Landlords 
anxious to avoid possible expropriation have evicted ten~nts t-Iho might, 
through continued occupancy, become owners. The net effect overall may 
have been to increase tenant insecurity. In addition land reform is one 
of the basic reforms vhich s ent aP'itators have dema d and the subject 
could well add fuel to the fire of politica unrest in the future. 

It is understood that a bill to re~ilate landlord/tenant relationship 
"rill be presented to Parliament in November 1970 in an effort to meet the 
Swedish deadline . This 1·Jill be a move forward but as far as is knm·Jn, steps 
have not yet been initiated to organize the impler.Jenta.tion of the lat-r. 

I 
\ 
t 



More far-reaching reform will require a cadastral surve~ and 
personnel training for land registration. These shoul d be accorded the 
bighes t possible priority. ~ 

There are po-vrerful vested interests behind the delays in introducing 
land reform. However, it is in the interest of rural development no less 
than of political stability that definit.e, far-reaching decisions about 
land reform should be taken and announced now, · and implemented with all 
speed. The Emperor'e influence is probably tne decisive factor in this 
process. 

0 



Mr. McNamara's Visit to Etrdopia 

Possible Talking Points 

Population 

Ethiopia has never had a census, therefore information on population 
and population grorrth is unreliable. Based on sample surveys the current 
population is estim ted at 25 million, and is thought to be increasing at 
just over 2% ·a year. Some 44% of the population are kno-~m to be 14 years 
and under, and 52% to be 19 years and under. Less than 15% of the school 
age population is in school, yet the burden of the cost of education is 
already being felt. . 

Preventive medicine has begun to spread to the countryside,for example, 
there are malaria eradication schemes in selected areas; and some efforts 
are being made to improve water supplies in the rural areas·. These are 
the types of measures Which typically contribute towards lowering the 
death ~ate and raising the natural rate of population increase. 

So far, however, the Ethiopian Government has no stated policy on 
population control, although there is no objection to family planning as 
part of maternal and child health care. The attitude of the dominant 
religions - the Ethiopian Orthodox Church and Islam - has not favoured 
a positive policy on population control, although there is a growing 
recognition of the need for family planning. There is a Family Guidance 
Association, a voluntary boqy within the Haile Selassie I Welfare Foundation, 
which was established in 1966. It runs a small family planning clinic at 
the Haile Selassie Hospital in Addis Ababa. In addition, there are three 
Association branches providing family planning services in about 23 centres 
outside Addis Ababa. Lectures ard given to the general public and often 
include films. The Association's Executive Committee includes representatives 
of the Ministries of Education, Community Development, and Public Health, 
and the Addis Ababa Municipal Government and the University School of 
Social Work. 

The fact that the Family Guidance Association is part of the Haile 
Selassie I Welfare Foundation would seem to indicate that it has some 
support from the Emperor. 

• • 
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ETHIOPIA 

Possib:e Talkin~ Points 

Statistics Law 

Ethiopia has a well staffed Central Statistics Office (CSO), 
hO'\oorever _it is not fully effective mainly because many important prospective 
su liers of economic data consistently fail to coo erate. For this 
reason, for examp e, the CSO has been una ·le to carry out a national 
.income study since 1968. This kind of study is important for planning and 
as a guide to decision making. 

Unlike many other countries, Ethiopia has no la-\·l to require ~ 
prospective suppliers of data to do so. The need for such a lav-1 was 
recognized some eight years ago when the necessary draft legislation was 
produced, but it has never been passed. 



DECLASSIFIED 

APR 0 3 2013 
WBG ARCHIVES 

d for ~ ·... -;be· •1Jd.7· trail th probl,.. 
ot ·the ~ • actor of Ptalau . th · ey l . 1~d of 
Uvf»s and pr~t1ott oapacity, f"ffQI be h4.ai · eue 1-. populatiOJl (IIOt'e tha&\ 
· a1f a lldlUcm pt"W· .~) w:l'dQh Will . target tb@ the eX,paawioa ot eap~ent. 
poeeibtutt~• t.Juts.iG tM tfll'"iO\ll._ · aotor tot!' • ·lent tt. to c-.. 

Of tbe: utUJJ.a· . - lt aa..tUioa ~&:ra fA~ ·OWltrr, ~ t~ I.e & thaa 
) beot~·•·• ad ahOU'O 6.$% I ·trn• lee• tb· 1.) bGetwN. · The .P$Utmt- tat!ld.aa 1a 

-U$tltrated ill tbe dena&ly pop~t~ ~. Other part• -ot the oountry a:re 
ac~~ popu1..~t$d. HO!lt ot tneM ~··~ we. 1"1\#ey remote, iufeo1;ed. With diNMd, 
ba...-. short~ ot :t~alnfall1. l -eek t ~oa.t1oxua* etc • and their Gft'elo _:t ~·• 
iuYe.s· . ·$ of OOWilet'able ~t'\lde• 

the eft~~ a& r gar-a iapr eJ&etlt o · ~e qOAditiQn~ • in order to 
$M~~e . he aev4~t of PMG•t- agrt<ml.t.w• ad. t4 raiee the atandud o~ 11Yillg 
of the p-aaant eector . &r-t\ at pre-QAt to.cuad :1a the tirat pl.& ou ~egulatiObe o£· 
l. t;ll.ord/ eat :r~latioNibipe. 

· ther Jaa3-o:r - ~ eUJ ~ .. t.l ~ di4tM.but1oa of sove . ·t laacl, particularly 
.tn •rder to ~lA~ ~aettl.ellent ot tarlJS~, f~ ooaptieil t"iitou aa4 aettJ.....at ot 
-~ peopJ. . Tbit Will l'~tl . 1.\p ot MY antae tor agrio'Ultur. . 

The p:t"'iorittu bl tM Laai !$tO:. prop~ _...., 

!~ ~~toa& • (ttr~ ll li$lat.1ott v• tubJiit:ted to tb• Oounei1 ot 
~ ll\JulJ' 1968). 

· tistri'bu.tt• ·and $apl-.atatioD. ot. .r.a laDcl Mt~ polio7 ·aiadaa 
at reeett~t ot tarr."'ra .troa c~-sted regiau, 
•e1tl-.t- of ~••• peopleJ tt.dJJ wUl "quire optlll1ag 
~ or ..., ar'eU tor agrld\llture. 

O&du~al 1l:flrYe1 and Urlcl t:tU. ~strat1on !'-" (4Pa.tt. loa11lat1<1:l wat 
hbad.. tte-4 to the ~u ot ~r-a 1n July 1968). 

~~-so1w t~D.tioa ,..t111ted in order to 11ifl~ lane 
laadCMt1Aert to di.ftt'ibaie -.nd/or 48Telop w.ob l.aadt • 
(~&ft. leg1$le.Uoa. wu au\at.tted to the OounoU ot 
Miaia\e~• ill JU17 1?68) • 

W c.lanitlcat101l t~ the ~· Qt lluld. t11e plann,_ng ad aore •quaw 
,laad taa.ti 



1r.Srll1~ ~at;~ llhiab WO'u.\4 
the north 

&rfl wi1.1 

, . ~te . 

k• Itt~~·~ of vri-.. leUfll'l 

c •IQQl iap1~t.aiioa nu teoe «:Lftieiltie•· - .. ,.,.wati'ft ~ 
~~1.11 --.rt ot· the ~~l-7 ot Led a.toa hu u yet ao trajJd81 

It tdll ~ ~ b$tor.e ·the - ot lgaorl8t ~te .-. .,_.. ot 
.-. " - Y!D~Wi414 tbeil• ERa thOugh the 1tlg!a1a.Uoa 1a aatiaa-

1ple:,-~ ntati.oa vUl nave to be ~tr. ted 1a ael.eotW ~ .., 
i:1L .. m"'*-~..111- in o~t _ th ~gioBal d _- ~t ~ojecta • pendjna the ~loa 

at i.lff et'i: .a· ~ r -" 1 f~llow.up in 11gh.t o£ x-aotiaal 



9lJ(IW! Jtf !' 





~- - , be. will be 
bnen1ate &Jl: oblem in :lJm)J.~Iltallrt't or th 'mrlous regulauone. 
t'h$ QQve · t is p'l ioal · . i · aeaiatance trom. um>P 
tow a tt"~in:Lng P'r"-~ .tO!t tdf to be pl · . d tmdet" the HititettT/ ·o£ La.nd iletonu 
fb.ce ~.e gOttd , . ··o•peet• IJ!tt a t1w~i.l>l4 rfJactioa t · tbia r.llq®at. It ia pt-e&en"t).ly 
.to~ed that «l t~ ·· ~e$.t be ~t~d to ·Vlillf in oY~r, i . e . QO S¢'OD as. 
~ re:t. t le1ial$t1on M8 betmt pr·~•ente tb arlt .nt 

{ 

• 





DECLASSIFIED 

APR 0 3 2013 
WBGARCIDVES 

COUNTRY PROORAM PAPER 

ETHIOPIA 

Ccm'IDEITIAL 

September 29,1970 

1970 Population: 25 million 
1969 per capita GNP: US $63 

Bank/IDA Lendin; (US$ million 
1964-68 1969- 3~ 1972-76 

Current Population · 
Crowth RAte: 2.1% 

Current Exchange Rate: 
US$1 = Eth$2.5 

Bank 
IDA 

Total 

41 .8 68.6 76 
14.9 67.9 114 - - -
56.1 136.5 190 

Annual Avera~e Per Capita ($) 
Bank/IDA 0.4 1 .02 1 .52 
IDA 0.12 0.44 0.91 

1 • Since the October 1 969 Country Program Paper was considered, an 
economic mission has reviewed the Ethiopian Five-Year Development Plan 
(1968/69 to 1972/73). The mission's report, in five volumes, was 
extensively discussed with the Government in August, and was issued on 
September 22, 1970. Its conclusions, particularly as regards Government 
policies affecting public investment, savings and the level of external 
assistance required,are reflected in the present paper. 

A. COUNTRY OBJECTIVES 

Political Background 

2. The Emperor is now approaching 80. As the problem of succession 
grows more imminent, the solution remains as unclear as ever, for what is 
in question is not merely who will succeed the Emperor but whether the 
regime will itself survive. The singular ability of the Flllperor has been 
to move Ethiopia gently forward without disturbing fundamentally the balance 
between those who want virtually no change at all and those who want same. 
He has introduced a number of institutional reforms, but appears unwilling 
to bring sustained pressure to bear on Parliament in those areas where 
the interests of the majority of its members are directly affected, notably 
taxation and land reform. More responsibility has been delegated to the 
Prime Minister and Cabinet and, following the financial crisis of 1969, 
economic and financial affairs were put in the hands of younger politicians 
more conscious then their elders of the need for changes in government and 
society. 

The corresponding figures in the Country Program Paper reviewed on 
December 1, 1969 were $127.1 million for Bank and IDA with $70.6 million 
Bank and $56.5 million IDA. In the review meeting it was decided to 
increase the IDA amount by $5 million (1972) making a corresponding 
reduction in the Bank amount. 
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3. The pace of change nevertheless remains slow. Even the young men 
in Government are in their 40 1 s, and hardly satisfy the image of a r espon
sive regime. Meanwhile, education and modern communications have sharpened 
the dissatisfaction among students and others of younger gene mtions with 
a regime and society they regard as obscurantist and selfish. However, 
it is difficult to fathom the depth of dissatisfaction, since there is 
widespread fear of expressing disapproval of the regime, a fear which the 
treatment of student demonstrators has shown to be well-founded. On the 
other side there are strong conservative forces which would oppose a more 
rapid pace of change. vJhile the Emperor has succeeded in reducing the 
power of the nobility, the church, and the other landowners, they are 
still a force to be reckoned with. Coup attempts have come from the right 
as well as the left. The church still retains fervent support, especially 
in the countryside, and withdrawal of church support from Emperors has in 
the past led to their downfall. These forces tend to encourage Ethiopia's 
insularity and to oppose changes which they fear ~~uld threaten their 
traditionally based authority. 

4. vhen the Emperor goes, the Crown Prince is constitutionally his 
successor. The Crown Prince lacks the unique standing, aura, personal 
authority, shrewdness and courage of his father. He would probably be 
only a card in the power play, rather than dealing the hand, as his father 
has done. If the stability of Government itself is called in question, 
one must expect the Army to intervene, but that only raises in turn the 
question of the coherence of the armed forces, which has been in doubt 
more than once. The only safe conclusion is that tlie .political future of 
Ethiopia is uncertain. 

Economic Objectives 

5. Ethiopia's major economic objectives, as set out in the Third Five
Year Plan (Fiscal 1969-73) are to build stronger foundations for sustained 
and rapid development, raise living standards and achieve a more uniform 
distribution of income both among individuals and regions. The Third Plan 
aims at an annual increase of 6 percent in GDP, which would give an average 
annual increase in per capita income of over 3 percent. Agriculture has 
been given a more important role than in past Plans, and the emphasis has 
been shifted from building up the public services to developing the directly 
productive sectors. Agricultural production is to be increased through 
the expansion of commercial agriculture together with efforts to modernize 
the subsistence sector through regional development projects. Manufacturing 
output is to maintain its past high (15 percent) growth rate. There is 
greater emphasis than in the past on education, especially on the need for 
improvement in quality. In transport, more emphasis is to be given to 
secondary and feeder roads. The approach is sound and should be supported. 
The economic mission considered that provided the necessar.y resources could 
be mobilized, a substantial increase in inves-tment was feasible. 

6. The main macro-economic targets of the Plan and the corresponding 
estimates of the Bank mission are given in the following table: 



GNP growth rate (%) 
Population growth rate 
GNP per capita (US$) /2 
Monetary investment /4--

(US$ million) -
Central Government investment /4 

(US$ million) -
Merchandize exports /4 
Net public capital inflow /4 

(including grants) 
Debt service ratio ~ 

- 3 -

Actual Count~ Target Bank Progection 
1966-69 FY 19 -73 /1 FY l9 9-73 

4.5 
2.0 

63 /3 
166 -

31 

111 
30 

11.3 

6.0 
2.2 

76 /3 
229 -

65 Ll 
152 
51 

5.4 
2.2 

73 /3 
217 -

59 Ll 
148 

38 

10.0 

/1 Ethiopian fiscal years run from July 8 to July 7. 

/2 End year 

L2 At 1969 prices 

L1± .Annual average 

1. Ethiopia's experience during the 1960's shows clearly that the 
actual pace of development has been largely determined by fluctuations in 
export earnings, which follow closely the fluctuations in the price of 
coffee, the most important export. Although the Third Plan was much more 
soundly based on the investment side than its predecessors, it was not 
clear prior to its publication that the drop in coffee prices would cause 
the Ethiopian economy to go through a period of economic and financial 
difficulty. As a result investment in the first two years of the Plan 
period fell far short of the targets. 

8. Ethiopia 1 s future economic growth will continue to be influenced 
greatly by developments in the external sector. Fortunately, coffee 
prices increased in late 1969 and are expected to remain high for several 
years. Ethiopia can therefore expect favorable economic conditions for 
the next few years and has an opportunity to accelerate economic development. 

9. While noting that the opportunity is there, the economic mission 
focussed considerable attention on the fact that the immediate constraint 
to faster growth is not so much absorptive capacity as the inadequate level 
of public savings. The mission estimated that Ethiopia could handle an 
annual average level of investment over the five years 1970-74 about double 
the level of the previous five years, leading to an annual growth rate of 
5.5%, compared to the 6% target in the Plan. Even if half of the government 
investment were to be financed by external resources, as it has been in 
the past, a substantial increase in public savings would be necessary. 
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Additional taxation and strict control over administration and defense 
expenditures would be needed to allow expenditures on economic and social 
services to increase more rapidly. Controlling current expenditures on 
defense and security will be as important as new taxation, as such expendi
tures are currently 44 percent of total current expenditures. The recent 
emergence of military regimes in both Sudan and Somalia will make more 
difficult the task of those in the Government trying to hold dolal military 
expenditure. The 1970/71 budget provides for a marked increase in develop
ment expenditure; whether that is translated into an actual increase remains 
to be seen. 

10. If the Government does succeed in increasing public savings suffi-
ciently to match the aid flow that the economic mission assumed to be 
available, the factors limiting absorptive capacity will re-emerge as the 
basic constraint on the rate of development. 

11. The Government will have to adapt monetary and external reserves 
policies to meet the economic and .£i.scal effects of anticipated fluctuations 
in coffee exports and thereby make possible sustaining increased public 
investment. A1 though external reserves are currently equivalent to 5.5 
months 1 imports, external reserves should increase marginally in the next 
few years when coffee prices are expected to be high in order that there 
will be an adequate cushion of external reserves to draw dolal thereafter 
when coffee prices are expected to decline. Otherwise there is the risk 
that as in 1967-69, the adjustment to lower coffee prices will fall 
primarily upon public investment. 

12. Government administration is highly centralized. The quality of 
provincial and district administration is low; provincial governors lack 
staff and the authority to promote development. ~thin the central govern
ment lines of authority are ill-defined. Responsibility for agricultural 
development, for example, rests with several ministries and parastatal 
bodies. The responsibility for preparing recurrent and capital budgets 
falls between the Finance Ministry and the Planning Commission. The 
relationship between the Planning Commission and the spending ministries 
on the implementation of projects still remains unclear. Up until now 
two development financing institutions and the Treasury have all been 
involved in providing finance for industrial development and tourism. The 
Government is aware of these organizational problems. The Rockefeller 
Foundation has made recommendations on how to improve the management of 
agricultural development, which are being considered by the Government. 
The recommendations of a co:mmission on development finance institutions 
are about to be implemented, under which the Ministry of Finance would 
refrain from commercial investments and the two existing development finance 
institutions would be merged. 

13. There remain a number of institutional and social obstacles to 
development, including the archaic land-tenure system and the influence of 
a conservative church. Moreover, the number of Ethiopians able to prepare, 
implement and manage development projects and to staff the middle technical 
ranks of the Govermnent is very limited. Ethiopia will have to depend 
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heavily, and for a long time, on expatriate technicians, managers and 
consultants. A significant increase in investment requires over and above 
Ethiopian efforts to increase public savings, the willingness and ability 
of international and bilateral donors to increase technical assistance 
for project preparation and management. Even with technical assistance 
to meet manpower needs at higher levels, continued need for trained 
Ethiopians to staff the middle and lower ranks calls for reforms and 
reorientation in the education system (see paragraphs 33-.36 below). 
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B. EdONOMIC SECTORS 

.!gricul ture 

14. Among the sectors, the development of agriculture has first 
priority. Kno'Wn exploitable mineral reserves are limited and about 
90% of the population are engaged in agriculture, more than 60% of 
whom depend almost exclusively on subsistence agriculture. Yet 
Ethiopia is not self-sufficient, notably in oils and fats. Moreover, 
Ethiopia's agricultural potent~al has been barely exploited. Less 
than 10% of the 1 .2 million km are cultivated, but much of this area 
is arable. The 25 million head of ~attle and 30 million head of goats 
and sheep feed on nearly 700,000 knl of natural pastures. Agricultural 
production is largely traditional and primitive. Commercial agriculture 
is insignificant. Small-scale supplementar,y irrigation is practised by 
many peasants, but there is little large-scale irrigation farming. 
Coffee which covers only about 1% of the area of the country, accounts 
for almost 60% of all foreign exchange earnings. other agricultural 
products, mainly poorly processed hides and skins, oilseeds, pulses, 
fruits and vegetables constitute most of the balance of exports. The 
main food

2
crops - teff, barley, sorghum, wheat and maize - occupy about 

10,000 Ian , more than two-thirds of the cultivated area. Marketing 
is highly imperfect; in remote areas cereal prices fluctuate widely 
between harvesting periods. The domestic terms of trade for agriculture 
have deteriorated. 

15. The Government had until recently neglected the development of 
agriculture, particularly of traditional agriculture and livestock produc
tion. Budget allocations to the sector have been small, and disbursements 
have often been delayed. However, the strong emphasis on agricultural 
development in the Third Five-Year Plan indicates a change in attitude. 
This emerging s\rategy rightly concentrates on investment in a few major 
commercial agricultural projects and on integrated regional programs 
mostly in peasant areas. 

16. The complex land-tenure systems are a major obstacle to the 
modernization of traditional agriculture. The system of share-cropping, 
which characterizes a large proportion of crop production, does not 
provide sufficient incentives tQ the cultivators to maintain or improve 
the fertility of land. Most of the land is not registered, and its 
ownership subject to disputes, which makes it difficult for small owners 
to obtain credit. Although a Ministry of Land Reform ar.d Administration 
was established in 1966, progress in land reform has been negligible. 
For the last two years the Government has been mulling over draft 
legislation proposing a cadastral survey, the taxation of unused land, 
security for tenants and, eventually, the control of rents. Previous 
Parliaments dominated by landlords, have opposed prior attempts at land 
reform. However, the Government plans to submit its new land reform 
bill to the Parliament in October, and has committed itself to obtaining 
Parliamentary approval. Even when approved, it will be difficult to 
implement land reform measures quickly in the absence of a cadastral 
survey and land registration. 
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17. Agricultural infrastructure is generally inadequate. Agricultural 
research has begun only recently. There is little knowledge of the 
technological possibilities for farm development. The extension service 
numbers just over 1 00 when over six times that nwnber could be usefully 
employed in currently planned programs and many more will be needed once 
other bottlenecks have been removed. The extension service is also 
widely dispersed, which dilutes whatever impact it might make. There is 
virtually no organized production and distribution of improved seeds and 
fertilizers, which are used almost exclusively, as tractors, by the 
larger commercial farmers. The credit s,ystem is inadequate; the avail
able credit goes to the larger preferred-risk far.mer who can offer the 
type of security usually required. Markets are poorly organized and lack 
adequate storage. Government has in~~ficient instruments to influence 
prices within or between seasons. 

18. The range of climatic and soil conditions is generally favorable 
for low cost production of a great variety of crops. A great potential 
lies in livestock which has so far been almost wholly undeveloped. In 
the past, efforts to improve subsistence agriculture have been confined 
to two comprehensive "package programs" designed to provide in the two 
small regions involved a concentrated attack on all the factors impeding 
agricultural progress. While this approach is valuable as a method of 
gaining experience and of demonstrating that subsistence farmers can be 
induced to use new methods and to increase production, it is too expensive 
(especially in terms .of expatriate staff) to be reproduced on a country-
wide basis. It is now proposed that in order to relieve the most acute 
constraints over a wider area a number of "minimum package programs 11 

be started which would provide limited inputs of seeds and fertilizers 
and some organization of credit, markets and extension services. There 
are good prospects for the expansion of dry farming in the low-lying 
areas; for land settlement projects; and for irrigation projects in the 
Awash valley. 

19. Without proper staffing of agricultural services, any attempt 
at countrywide modernization of farming will fail. A manpower plan for 
agricultural services (extension, disease control, cooperatives, research) 
is currently under discussion within the Govermnent. In addition, coordina
tion of the agricultural services is needed; as noted above, this is under 
study by the RoCkefeller Foundation. 

Manufacturing Industries 

20. Manufacturing in Ethiopia still comprises only 5% of GDP - roughly 
equal to the share of handicrafts and cottage industries. However, 
starting fram a very narrow base, the manufacturing sector has achieved 
an armual growth rate of about 16%. Manufacturing consists overwhelmingly 
of producing import substitutes, frequently behind high tariff walls, aDd 
frequently dependent on imported inputs. The net contribution to national 
income is thus dubious. Cotton textiles and sugar production,mostly by 
foreign entrepreneurs, dominate the modern industries sector. There is 
a shortage of skills at all levels, and a significant amount of under
utilization of capacity. Low utilization and poor efficiency have kept 
profits low, despite high tariffs. 
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21. ThE Government has taken a number of measures designed to 
encourage manufacturing industries. The Investment Code provides 
generous :.ncane tax reliefs, and the Government has invested a substantial 
amount either through financial intermediaries or directly as owner or 
sharehold~r. Central to the Government• s industrial policy is the 
tariff. Ef'fecti ve protection in Ethiopia is irregular ani tends to be 
very high - so high in some cases that the value added at international 
prices is negative. There is no correlation between effective tariffs 
and benefits in value added, employment or foreign exchange savings. 

22. The recent Bank economic mission suggested that Ethiopia's 
tariff structure should be simplified and rationalized. The mission 1 s 
suggestions were well received by the Government, which wishes to consider 
them when introducing the Brussels Tariff Nomenclature, an exercise the 
Govermnent is now completing. However, the relevant ministries of the 
Government will require outside assistance to do a systematic stuqy of 
the suggested policy measures and to restructure the tariff system 
accordingly. 

23. Manufacturing output is not expected to increase as fast as pro-
jected in the Third Five-Year Plan, although investment in industry might 
be close to the Plan target. In the past, the unsatisfactory performance 
of the two development finance institutions, which had overlapping juris
dictions, and the Government's direct intervention in industrial financing 
impeded orderly industrial development. The Bank's influence and technical 
assistance (see paragraph 60 below) has helped the Government to bring 
about a major reorganization in this field, and a decision has been 
taken to merge the two institutions. IFC has financed industries in 
Ethiopia (see paragraph 61 ), and the Bank has made two loans to the 
Development Bank of Ethiopia. Two projects involving agricultural 
processing - wash-processing of coffee and diar.y production - are under 
consideration for Bank Group financing. 

Mining 

24. The mining sector contributes only 0.3% of GDP. Gold arrl salt 
are the only important minerals now mined, but the Adela Gold Mine is 
operated by the Ministry of Mines at a loss owing to wornout equipment, 
Shortage of spares and inadequate development prospecting. 

25. Potash offers the brightest longer-run prospect because of the 
possibility of substantial export earnings, although the world market 
outlook is for depressed prices until the mid-1970's. Progress has so 
far been disappointing. The attempt by the first concessionaire was 
abandoned; the new concessionaire who was to complete pilot mining and 
feasibility studies by 1972 has now postponed them until 1975 owing to 
uncertainties about mining costs and markets. Mining turns on finding 
mineral ore close to the coast to minimize transport cost, and finding 
an economic mining method. The financing and construction would take 
up to three years after the pilot mining and feasibility studies have 
proved ·successful. Potash mining, if it proves viable, is unlikely to 
materialize until 1980, but might in crease Ethiopia's exports by as much 
as 20% of the 1969 figure. 
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Transpoz't~ 

26. For a country of its size and population, Ethiopia's transport 
facilities are poorly developed. Although public investment in transport 
has been heavy, most of the country is still remote from modern means 
of communications. Priority has been given to constructing and improving 
the road network, mostly trunk roads. 

27. The port of Djibouti in French Samaliland, along with the Franco
Ethiopian Railway which links it to Addis Ababa, has been losing traffic 
to the new Ethiopian port of Assab which was completed in 1 966. As a 
result of this competition, combined with the loss of traffic due to 
the closure of Suez, both the port of Djibouti and the railway are now 
operating at a loss. The competition from Assab will become stronger 
in 1974 when the new road between Assab and Addis Ababa is completed. 
Proposals for a study to make recommendations concerning future develop
ment and pricing policy of the two ports and their connections &ith 
Addis Ababa are under consideration. The Massawa port, which serves 
the northernmost areas of Ethiopia, needs a master plan for its 
rehabilitation and development; and here again there is a need for study 
of the inland transport facilities .serving the port. 

28. Ethiopia's two main airports at Addis Ababa and Asmara are 
equipped only for daylight operations, but night-landing facilities will 
be installed in the near future, and the runways strengthened for modern 
aircraft. This may encourage more airlines to include these airports as 
transit stops, and thus improve Ethiopia's communication 'With Europe and 
the African countries further south. Domestic air flights are made to 
as many as 43 airports, but facilities at most of these are minimal, and 
many are open only during the dry season. Any plan to improve them has 
to be considered in the light of the type of aircraft the Ethiopian 
Airline decides to use in replacement of its aging DC-3's. 

29. The Government recognizes the need for more effective coordination 
between the various agencies in the transport sector, and it has decided 
to establish a central Planning Committee representing all the agencies 
under the chairmanship of the Minister of Communications. The principle 
of internal autonomy will be exter4ed to the ports and to Civil Aviation 
Administration which controls the airports; at the same time, it is 
intended that the activities of agencies already enjoying a considerable 
degree of autonomy should be more effectively coordinated, especially 
for planning and budgeting. 

Telecommunications 

30. The Bank made its first loan for the development of telecommunications 
in Ethiopia in 19.51 • Since then three other such loans have been made. 
Although with the assistance of the second and third loans a growth rate 
of 17% a year was attainai over the past six years, at the eni of 1967 
the telephone density was still only 14 per 10,000 population. On-going 
development under the fourth Bank loan provides for an increase of about 
31,200 telephones during 1968-1973, a growth rate of 12% per annum (an 
average of 12. 7% per annum was achieved for 1 968 and 1969) and for the 
modernization and expansion of the long-distance trunk network utilizing 
modern microwave and VHF radio technique. 
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Electric Power 

31 • The demand for electric power in Ethiopia, which had been expanding 
at an average annual rate of about 15% in the earlier years, slackened 
sharply during 1969 owing to the economic recession. However, a resumption 
of the previous high growth rate is forecast for the early 1970's falling 
to about 13% per annum by 1980. Growth in the commercial and industrial 
sectors has continued at a higher than average rate, and consumption in 
these sectors now accounts for more than 50% of total consumption in the 
country. 

32.. Since there are no !mown fossil fuel deposits in Ethiopia and because 
high transport costs for imported oil make thermal power very expensive, 
development has been concan tra ted on lllfdroolectric power. The Bank has 
made t~ loans for hydroelectric power together V-i th associated transmission. 
Construction of the next major block of new capacity should begin about 1974 
to meet the demand in the late 1970's. It is improbable that adequate 
geothermal resources, currently bemg investigated by UNDP, will be proven 
within the next few years, and the Bank has agreed to finance the cost of 
f'easibili ty studies to determine the best site and the best development for 
the next qydroelectric installation. 

Education 

33. Since modern education, as distinct from church education, started 
late in Ethiopia, the educational base is quite narrow - about 13% of the 
relevant age group ·is enrolled in primary schools, about 6% in junior 
secondary and about 2% in senior secondary schools. The two universities 
have a full-time student population of 5,200. 

3 4. The primary school curriculum is oriented towards transfer to general 
secondary education. The shortage of trained teachers and the content of 
the teacher training curriculum have inhibited progress towards developing 
and implementing a primary school curriculum more relevant to rural areas. 
Secondary education is still academic although the 1966 IDA credit for 
education went some way to support a diversified curriculum. In order to 
allow for qualitative improvement .and readjustment of the system to the 
labor market the rate of expansion of enrollment should be reduced, and 
expenditUre per pupil incr·eased. The lack of balance in the system is shown 
by the fact ~hat enrollment· in general secondary sch6ols is fifteen times 
as great as that in technical schools. The low priority accorded to technical 
schools has resulted in the establishment oT numerous training programs by 
parastatal insti-tutions and private ·firms.·. : .At the· university level, formalized 
planning started onl~r in 1-969. There is an·. acute short/age of qualified · 
Ethiopian teachers for all levels and types of education. 

3 5· All sectors of the economy are short of skilled manpower. An important 
example is the agricultural program which has to be rephaood for lack of 
qualified manpower. On the other hand, some graduates of secondary and other 
institutions are fincting difficulty in obtaining employment. There is a 
need for a manpower survey and a comprehensive review of the education sector 
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to provide the basis for a replanning of the sector's development. The 
proposed second IDA project contains provisions for both manpower survey 
and sector review. However, while awaiting the replanning of the system, 
there is obvious need for improving teacher training and agricultural 
education, as well as for providing facilities to permit secondar,r schools 
to implement the more widely diversified curriculum introduced in the schools 
constructed under our first project. These are the main objectives of the 
proposed second IDA project. 

36. Public education and training already absorb nearly 18% of the total 
government current expenditure, and projections indicate that this percentage 
will increase in the future to cope with the increasmg demand for education. 
The Government is aware of the situation and proposed to levy fees for 
secondary schools in the 1970/71 budget but Parliament has replooed the 
proposal by an educational tax on urban property and personal income. Even 
with the additional resources, finance will remain a cons train t on educational 
development, and could become serious if the increase in government revenue 
decelerates once the current coffee boom is over. EXternal assistance to 
meet rising expenditures may well be necessary to achieve a desirable rate 
of educational development. This difficult financial outlook reinforces 
the need to devise a strategy for educational development which will yield 
the maximum return from the available resources. 

Health and Water Supply· 

3 7. The distribution of' health services in Ethiopia is very uneven, with 
most hospitals and specialized services concentrated in Addis Ababa and 
Asmara. The Government's health program concentrates on malaria eradication 
and spreading the basic health services to new areas. Provision is made 
to increase the supply of trained medical personnel. The malaria eradica
tion program has not progressed as scheduled owing to shortage of funds, and 
progress 'W.i. th the basic health service program has been rather disappointing 
owing both to lack of funds and a shortage of contractors willing to under
take small contracts for building health centers in remote areas. 

38. Community water supply development is at a very early stage. There 
are only some 30 piped mUnicipal water systemsincluding those of Addis Ababa 
and Asma.ra, serving a population of about a million. Only a few of these 
systenBinclnde water treatment and only in rare cases is the supply of' 
acceptable quality. 

3 9• The Bank has made a technical assistance grant to the municipality 
of Addis Ababa £or carrying out (i) feasibility studies and preliminary 
engmeering for ·a water suppiy and sewerage project in Addis Ababa and 
(ii) management /studies in connection with the creation of a water supply 
and sewerage authority for Addis Ababa. The project is expected to be 
appraised during the current fiscal yeax. Germany has financed feasibility 
studies for 20 urban water supply systems, and has agreed to finance the 
construction of 8 of them. In addition, construction of to-wn water supply 
facilities was included in the recent credit for the Hwnera Agricultural 
Development Project. 
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Tourism 

40. Ethiopia's tourist"industry is small. Given· well-conceived 
promotion policies and appropriate accommodation, further expansion of 
the :industry can be expected in the next few years. 

41. The Third Five-Year Plan set ambitious targets for visitor traffic 
growth and investments. No detailed investment program was worked out, 
however, as the Government was awaiting the results of a study of tourism 
in Ethiopia by Arthur D. Little Inc. This study saw the main potential 
market for Ethiopia as consisting primarily of wealthy visitors from North 
America, and proposed a substantial hotel investment program, mostly for 
Addis Ababa and towns along the historic route. The study did not estimate 
the cost of, or consider the justification for, the necessar,y supporting 
infrastructure which would have to be large for several of the proposed hotels. 

42. The economic mission concluded that, although a continued fairly rapid 
rise in the number of tourists may be expected during the next five years, 
Ethiopia is unlikely to experience a tourist 11boom" without greater coordina
tion among state agencies concerned l'ti th tourism and certain policy changes 
includ:ing the relaxation of restrictions on charter flights. 

Population 

4 J. Ethiopia has never had a census, and information on population and 
population growth is unreliable. An estimate based on some sample surveys, 
places the current population at about 25 million, and the annual rate of 
increase over 2%. Ethiopia has no official policy of population control. 
The attitude of the dominant religions - the Ethiopian Orthodox Church 
and Islam - has not favored a positive policy of population control, although 
there is a growing recognition of the need for family planning. The Govern
ment encourages the Family Guidance Association, which rtms a small family 
planning clinic in Addis Ababa and provides lectures and films to the 
general public at many centers outside Addis Ababa. Some high ranking 
Government officials are members of the Board of Directors of this Associa
tion. 
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C. EXTERNAL AID 

44. For some time to come, Ethiopia will have to depend almost entirely 
on official foreign aid to meet her external capital requirement because 
the net in£low of private capital, which steadily increased in the first 
half of the 1960's and reached US$16 million in 1964, bas since declined 
and amounted to only US$2.4 million in 1969. The Wlstable situation in 
the Middle East is partly responsible, but political uncertainties in 
Ethiopia have also increased the reticence of foreign private investors. 

4.5. Disbursements of official loans averaged US$27 .6 million gross and 
$17.7 million net amually during the five years 196.5-1969; in addition, 
official grants, most of which were in the form of technical assistance, 
averaged US$12 .3 million • . The Bank and IDA have been the largest source 
of official loans contributing 34% of gross inflows during 196.5-1969; the 
United States is second with a share of 30 percent (including export 
credits for the Ethiopian Airlines). The share of Bank/IDA has increased 
in recent years and in 1969 it reached 41 percent. Other important donors 
ranked by the size of their official lending to Ethiopia are Russia, the 
Federal Republic of Germany, Yugoslavia, Czechoslovakia, Italy, Sweden, 
and the Netherlands. 

46. The largest amount of foreign aid has been for road building and 
has been provided by the Bank/IDA, the United States, Germany and Sweden. 
The Bank and IDA have also financed power, telecormnunications, education, 
agriculture, and the Development Bank. The other aid donors have each 
provided assistance for a large variety of projects includ:ing public 
services, social services, and productive enterprises. The United States 
also provided a $.5 million program loan in 1969/70 to assist the Gover.nment 
to overcome the acute financial difficulties it encountered at that time. 
Sweden has joined with the Bank/IDA in financing the roads and telecomnnmi
cations projects and has also provided some grant aid mainly for agriculture, 
education and health services. 

47. Technical assistance is provided 1 argely by t,he United States, 
followed by France, West Germany, Sweden and the United Kingdom. Most of 
this assistance is used .for education and health services but a small 
amo\Ult is provided for agriculture. 

48. In the last few years foreign aid has provided about hal! the 
resources needed for the Gover.nment's public investment program. If public 
investment is to increase sufficiently to enable Ethiopia to achieve a 
reasonably high growth rate as projected by the economic mission (5 • .5%), 
the Government will have to adopt fiscal policies that 'Will insure that 
it can continue to maintain an adequate contribution to finance its invest
ment program. However, it does not seem reasonable to suppose that, even 
if such policies -were followed, the Government could provide finance for 
more than .50 percent of the public investment program, so that foreign aid 
will have to continue to provide the other half of a growing total. While 
some increase in the volume of aid provided by other donors can reasonably 
be expected, the prospects should not be exaggerated and it will therefore 
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be necessary for the Bank and IDA to provide a larger share of the total 
aid. In 1969 Ethiopia received about $40 million of foreign aid in loans 
and grants disbursed, of which $15.3 million was provided by the Bank and 
IDA. To finar~ ce half the desirable public investment program in the future 
will require, according to the economic mission, about $300 million of 
gross foreign loan commitments during 1972-76, or $60 million of commit
ments a year. This estimate assumes some increase in foreign exchange 
reserves in the early 1970's and an appropriate increase in the"pipeline" 
of commi. tted but undisbursed loans. The Bank/IDA lending program described 
below, after taking account of a likely degree of slippage, would probably 
provide about 50-6o% of this amount or commitments. The Bank/IDA share on 
a disbursement basis would be about 40%. This level or Bank/IDA exposure 
appears reasonable, given the level of poverty in Ethiopia, and the fact 
that Ethiopia unlike most African countries, does not have a former colonial 
power "sponsoring" its development effort. 

49. At the end of 1969 Ethiopia's outstanding public external debt was 
US $255 million, including an undisbursed amount of $105 million but exclud
ing $91 million or aid so far unallocated in various 11frame agreements" with 
Eastern bloc countries. or this amount, the share of Bank loans was US1>82 
million or 32 percent. Adding new commitments at the rate projected by the 
economic mission and deducting amortization payments during 1970-76, 
Ethiopia's total outstanding external public debt at the end of 1976 would 
reach about US$565 million. During this period the Bank expects to lend 
US$91 million while repayments to the Bank will be about $23 million. Thus, 
Ethiopia's debt to the Bank at the end of 1976 would amount to about US$150 
million, which would be 27 percent of the external debt (US$565 million) 
at that time. 

50. The service on Ethiopia 1 s external debt absorbed 9 percent of foreign 
exchange earnings in 1968 and 11 percent in 1969. The course of the debt 
service in the future depends upon the volume and terms of the capital inflow 
and on the rate of growth of exports. Some projections are sho'Wrl in Attach
ment 3. They assume that the inflow or aid would continue to increase by 
8.5 percent a year, which is the rate which the economic mission estimated 
llC>uld be necessary to carry out an adequate investment program in the next 
few years. If the terms of aid remain as they are at present and exports 
grow on the average at somewhat over 6 percent a year, a rate which the 
mission thought might be achieved, the debt service ratio would increase 
to between 12 and 13 percent by 198.5. However, if the growth rate of exports 
were even slightly less, for example, 5 percent annually the debt service 
would rise to 15 percent. Ethiopia does, therefore, have some margin for 
some further boiTowing on conventional terms, but such borrowing should be 
kept as low as possible since it is clear that the economy will need foreign 
assistance for many years and the outJ.ook for export earnings is uncertain 
and subject to wide fluctuation. 
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D. BANK/IDA FUN 

51. The Bank/IDA lending program for 1972-76 does not differ in 
general emphasis ::rom that presented in December 1969. It provides fPr 
a continuation of our lending for the public services, such as roads, 
power and telecommunications, with which we are familiar and where the 
necessary ir~stitutional arrangements are alreaqy established, as well as 
for education, where new departures (such as an increased emphasis on 
agricultural education) will have to be developed. The projects for 
aviation, ports and water supply would be new areas of involvement far us 
although they also fall in the same general category of public services. 
The other part of the program concentrates on the productive sectors of 
the ec anomy, particularly agriculture, and here our experience is much 
more limited. The two credits for agriculture made in FY 1970 were our 
first in the sector and we have little experience of how they will work 
out. Although there are seven projects in agriculture in the 1972-76 
program which have been identified and for which some preparation has been 
done, it is very difficult to say to what extent they will be ready on 
time. However, we also know that there must be other possibliities in 
agriculture which might become feasible projects and an "unidentified" 
project has therefore been added to the program. MUch the same considerat~ns 
apply to the program of loans for the DFC, on which we would be dealing 
with virtually a new institution. 

52. Altogether the p~ogram for FY 1972-76 provides for 20 projects 
and total lending of $190 million. These totals must be regarded as 
subject to some amount of slippage, particularly in the agricultural 
sector, arising simplY from the uncertainties of the individual projects 
themselves. In addition the proposed program rests on the premis~ th~t 
the Government will be able to achieve the required degree of budgetary 
performance and political stability. If either of these requirements are 
not met, the lending program may have to be reduced. 

53. Of the total of $190 million, $114 million would be IDA credits 
and $76 million Bank loans (60% IDA credits, 40% Bank loans). This 
represents a markedly higher proportion of IDA funds than Ethiopia has 
received in the past. It is justifiable in the light of Ethiopia's poverty 
and uncertain export prospects and prudent in case political events in 
Ethiopia further reduce its already limited creditworthiness. 

54. Of the eight agricultural projects included in the program, two 
are for livestock. A PMEA livestock mission visited Ethiopia in the 
spring of 1970 and gave the Government guidelines for an overall livestock 
development strategy and for forwilating a development program. The mission 
also identified two country-wide and four regional livestock projects. The 
first livestock project in the lending program is scheduled for FY 1972, 
and if that goes well, another could follow in FY 1974. One of the 
requirements for successful livestock projects is an improvement in the 
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present institutions, and PMEA has been advising the Government on this 
subject. USAID has a pilot livestock project in the southern regions and 
Bank group operations for developing the southern rangeland will be 
coordinated with USAID· 

55 · Of the six projects in agriculture proper, two are for irrigation 
in the Awash Valley, one for the expansion of dry farming in the lowlands 
around Humera, one for land settlement, one for further support of small
holder agriculture in southern Ethiopia, and one yet to be identified. 
The first irrigation project,Melka Sadi-~bara, was originally scheduled 
for FY 1971 and was appraised in October/November 1 969. The completion 
of appraisal has been delayed by possible salinity hazards recently 
discovered by an Australian consultant group provided to Ethiopia by 

UNDP, and doubts nbout the feasibility of including Virginia flue-cured 
tobacco in the proposed rotation. Italconsult is examining the possibility 
of scaling dow.n the project to areas least exposed to salinity and 
arrangements are being made to carr:y out further studies on soil and water 
and cropping pattern. Subject to the speed and outcome of those, a project 
sui table for financing, could still be approved within FY 1972 as currently 
scheduled in the lendi~ program. The second Awash irrigation project, 
scheduled for FY 1976, could be either an expansion of the first project 
or a similar project in a separate area. 

5~. The IDA-financed Humera I project approved in FY 1970 provides for 
feasibility studies and the preparation of a detailed investment program 
for the expansion of the area under production. The inclusion of the 
Humera II prcject, in FY 1914, assumes · that the feasibility studies will 
be completed in time a.nd will be positive. 

57. The character of the land settlement project, scheduled for FY 1973, 
is not yet clearly identified, but it could be settlement on government land 
which was identified as suitable by a PMEA mission. 

58. The first education project, emphasizing secondary education, 
technical education and teacher training, is reaching completion. A second 
education project has been appraised and the appraisal report is being 
revised. This project concentrates on teacher training and agricultural 
training combined with a lind ted extension of secondary education. The 
project also provides for a manpower study and a sector survey for education. 
The education III and IV projects, scheduled for FY 1973 and FY 1 976 
respectively, would be based on the findings of these surveys. 

S9. The scheduling of the telecOIT1Irl1.Ulication project for FY 1973 and the 
power project for FY 1974 are based on Bank estimates of growth in demand. 
The Bank-financed Finchaa p~~r project {1969) includes provision for site 
selection and feasibility studies for a new hydroelectric project, for 
which construction should begin in 1974 to meet the projected power 
demand after 1978. 
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6o. Three loans have been included for the newly reorganized 
Development Finance Company (DFC). The new entity is expected to be 
legally established before the enl of 1970 and we expect that its operations 
will reach a stage which will justify a Bank loan in FY 1 972. The new 
institution would provide credit to both industry and agriculture. Although 
the present land tenure system makes it di£ficult for DFC to operate in 
agriculture, there is scope for providing increased credit to those farmers 
who can provide security. DFC could also channel funds to agriculture 
through the cooperatives which are gradually being established. 

6a. The Fourth Highway project (Loan 523-ET and Credit 111-ET) includes 
a provision for feasibility studies for about 800 km roads, and a UNDP
financed General Road Study (with the Bank as the Executing Agency) has 
just been completed. The Roads V and VI projects, scheduled for FY 1972 
and FY 1975, will be based on the findings of these studies. These 
projects are expected to emphasize secondar,y and feeder roads and will 
supplement efforts to develop agriculture. An aviation project is 
provisionally scheduled for FY 1973 subject to the outcome of feasibility 
studies for selection of new aircraft to replace DC.3's on internal routes, 
and defining a national plan for airport development. Prqposals for 
undertaking these studies are currently being discussed with the Government. 
The tourism project scheduled for FY 197.5, may finance hotels and related 
infrastructural development. Discussions are also in progress for a 
feasibility study for improving facilities at the port of Maesawa and tm 
inland tran~ort facilities serving it. A port development project is 
included in the lending program for FY 1973 on the assumption that this 
study will result in a bankable project. 

a2. The program assumes a somewhat greater ability on the part of 
Ethiopia to prepare and execute projects and to take the ~ecific 
measures that may be the necessar,y conditions for lending. It also assumes, 
as noted above, that Ethiopia will follow the general and fiscal policies 
required to increase public savings and provide local contributions 
required for projects financed by foreign aid. Ethiopia has recenUy 
demonstrated increasing absorptive capacity, but the rate of increase in 
the future is rather uncertain. It would be substantially influenced 
b,y the availability of technical assistance. 

6:3. If Ethiopia is to obtain the foreign aid on a scale sufficient to 
finance half of its public investment program, aid donors, including the 
Bank, will have to provide for well over half the cost of the projects 
eligible for finance since parts of the program are not sui table for foreign 
aid. In particular some financing of local expenditure will be necessary 
in order to carry out a balanced program since a number of projects, 
particularly in agriculture and education, have low direct foreign exchange 
requirements. 
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IFC Operation 

64. Over the past five years IFC has invested approximatelY US $14 
million in three projects in Ethiopia: the Cotton Company of Ethiopia, 
the Ethiopian Pulp and Paper Company and HVA Metahara (sugar). IFC 
presently holds $10.3 million of these investments, of which $5.8 million 
is loan and $4.5 million is equity. The Cotton Company was an existing 
company which has been quite profitable since the first IFC investment 
in 1965. A second IFC commitment of $0.6 million was approved in November 
1969. The Ethiopian Pulp and Paper Company, in which IFC invested in 
1965, is currently being started up. The HVA Metahara investment was made 
in 1967 and has completed its first milling season. 

65. IFC assistance has been requested on a number of new projects. 
All are at a preliminary stage. IFC is reviewing the material submitted 
on a polyester r 2yon textile project to produce suiting from imported yarn, 
a project to produce freeze-dried coffee for export and an abattoir and 
meat-packing operation. IFC is ~waiting information on a possible rayon 
rulp project and a possible tourism project at present under study by 
Arthur D. Little Inc. 

Other Bank Activities 

66. In addition to technical assistance for specific projects, the 
Bank Group has been assisting Ethiopia in connection with general economic 
planning and policy. Mr. Sapir was seconded to the Government for a year 
in 1967/68 to supervise the preparation of the Third Five-Year Plan, and 
Mr. Lethbridge (DFC) advised and assisted the Government, by making 
periodic visits, in reorganizing Ethiopia's financial intermediaries 
{pa.ragr.aph 60 J. Mr. Bruce was seconded to the Ethiopian Planning Commission 
in September, 1969, for two years to advise on the economics of project 
evaluation and to help in coordinating sector programs. Recently the 
UNDP has agreed to reinforce the Planning Commission by financing a 
Harvard Development Advisory Service Team. The Bank is acting as the 
executing agency. The reestablishment of a Resident Representative in 
Addis Ababa in October 1969 has already proved helpful both in the conduct 
of operations and in establishing better local coordination with other aid 
donors. 

67. In the countr,y program review meeting in December 1969, it was 
decided that the creation of a consultative group for Ethiopia vrould be 
explored~ Initial reaction from Ethiopia was gu~rded, and it was only 
after Mr. McNamara wrote to the Prime Minister in July that a response 
was received to the effect that Ethiopia agreed in principle, subject to 
some procedural questions. During discussion with the Finance Minister 
at the Annual Meeting, the procedural questions were disposed of and he said 
the Bank could expect t o receive formal agreement from the Prime Minister 
shortly. It is planned to have the G:roup formed in time for an inaugural 
meeting in January. 
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68. Ethiopia is more isolated than other underdeveloped countries of 
its size. A principal purpose of a consultative group would be to provide 
a means of reducing this isolation by affording the opportunity for a 
dialogue between the J~thiopians and the donor countries and institutions 
on the constraints to economic development and the policies needed to 
overcome them. It is hoped that not only will those in Ethiopia working 
for reform gain some support for their efforts, but that the members of the 
group will appreciate better the problems and that some progress is being 
made. Greater understanding on their part might lead to some increase in 
aid. This cannot be counted upon but would be desirable, considering the 
large proportion of financing contemplated by the Bank. 

Eastern Africa Department 
October 2, 1970 
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- including undisbur~ed 13.5 u.s 20.7 20.7 28. 4 28.4 35.0 47.) 15. '3 96.2 11).1 1)8,0 160.8 .. 
- e:xclu:iing undisbursed 2.2 ).8 7.4 10.$ 13.7 16.4 25.8 33-9 42.j 52.0 63.6 75.9 89.0 
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1951-60 1961-65 1966-70- 1971-75 -

I 

10.9 
0.6 
0.2 

11.7 
3.0 
8.0 
0.8 
1.5 
1.8 

4.4 

16.4 
2.0 

15.0 
12.6 

3.7 

1966 

9.7 
2.0 
0.1 

11.8 
6.1 
9.6 
1.3 
2.1 
2.1 

16.5 

1.8 

4.5 

J6.5 
2.2 
1.0 
3.2 
1.5 

5.5 

12 .o 
2.8 
6.4 
6.0 

1970/3 1975/) . 

12 .o 
1.5 
0.5 

J.4 .o 
9.5 
9.5 
0.8 
2.5 
2.2 

. 12 .o 

2.1 

8.0 

3,400 

13.8 
1.7 
0.5 

16.0 
10.0 
12.0 
1.5 
3.5 
2.0 

12.0 

2.) 
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Att.:..~ c·~ ~ : ~.cnt J 

r;:Y.'fS':l~A!. CA~IT/,J . JNFL0\':3 JUm '!JSBT S!~VICZ !lATIO 

(U.s •. ~ '·1illiun tL."'ll.ess otherwise stated) 

ALT~NA't' TVE I ALT~Nft'f'IVE II ALTERNATIVE III ALTEPJ:ATJVE IV 

Exports ~row at 6.)~ 1969- Exports c;row (1. Jt compound Bxports crow at 5.0~ 1969- Exports erow at 6.~ 1969-
19·15; con tht'u<~t i on or 1 ? ~ 9 -l ?S ~; ~ orte r t~rms on 1905; continuation of l 93SJ con t i nuation or present 
p~csent tc~ns on cxternhl external l~ndin ~ ; capi t a l present t e rms on external t~rms on ext ernal l ending ; 
lendin~ ; cnpital inflow inf low increase !:! 8.5~ pe r 1cnd i nc ; capital inflow ccpitnl i nflow incroa~e~ 
inc !·e ~! IJ(! S F\ .5~ ner D.nnll!l\ annurn after l<J7 !.! . incrca5es B.):t: per w..num 4.~ per annum after 1974. 
after 19'7!_.. •. after 1971!. 

1970 l 'J75 19'30 19'35 1970 1975 1·:~o 19'35 1Q70 1975 19f30 1Y85 1970 1975 11180 1985 

Exports 215 287 398 490 215 297 3911 490 194 249 )16 404 21$ 287 )98 490 

Gross public capital inflow J 2.: 53 79.7 119.~ J2 53 79.7 119.8 .32 5.3 79.7 119.8 )2 53 64.$ 78.5 

Total p~blic ex~e ~nal cebt servic e 20.4 2) )6.7 61.13 20.4 21 30.5 49.8 20.4 23 )6.7 61.8 20.4 23 )4.9 52.5 

~ e t public capital infl ow 11.6 )0 ~3 55 11.6 )2 49.2 70.0 11.6 30 43 56 11.6 )0 29.6 26 

D.:!bt se r vi ce ra ti o ( r~e r c-:?nt) 9.5 !3.0 9.2 12.6 9.5 7.) 7.7 10.2 - 10.$ 9.) 11.6 15.) 9.$ a.o 8.8 11.8 

----- -- ·---------------------------
Footnotes 

l. ' ::> :: t s. l ?f·9 to l ??h ns in Ap.rcndix A, t nb1e fl . For 6.3 percent growth rat ·~ , between 1975-1985: coffee price of U.S.40 cent/lb. and quantity 
.. ;~e 2. 5 pP-rcen t p . e1 .; non - coff ee exports ~row (;.•\ percent p.a. cxciurUng potanh; potash in production by 1980; and services 7.5 percent 1975-80 

u:d S.O per cent 19 ']0- 85 . Total expor t gt·owth of 5 percent arbi trarily As~umc<l . 
2. Co:-- 1 ta l in.!'low . 0 . 5 r c r c :! n t r a \..e nftc r 1 '/ 11.! c!e ri ved. hy a::; su:nin '!, f.! Xt']rnal nh~ would fin a'1c e one half of Government investment, and thi s inves tmE:lt 

· ... •~)'Jl d r; ro.,1 .)J p2 rc!~ nt in c .:tc h 5 -yr~ il!· pe r j od af te r 1971,. Fou~ perc ent rat:? arbitrarily S:JS'J.r.t e d. 

3. ?~~ s·:~ ~ tc!;:'; s on P. X": f'!i1 Al horrc· .... '. n-~. L!>nri.i.nfi fl o11 comprisinc; 12 p11-:-c ~nt priva te !luppliers credits; 2h percent IBRD; 26 percent nvera;~e European bi-
l a:.. ·:r al : 2'.; }~t: t'Ct ! !lt.. u • .s . /d :J anu 1?. perc ent I IJA. I 

4. C '.)n c cs sior.~ l t~ms on o;xterna.l ho r r otvinr; cCJTip r:.i ses a flow of 10 percent priva t.. ~ supplier credits; 16 perc~nt IBRD; 24 percent IDA; 25 percent U.s. AID, 
ani 2) perc en t avc rGs ·~ ~uro r;c2~1 bi-la t er al . 
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E'DIIOPIA: LO:OO-TERM PUBLIC DEBT PRDJJ!X::TION 
L! 

(Calendar Years s US $ Million) 

~~19~~19~19~~1971~1973~197?1976197719781979198019811982~1984~ 

National Income Accounts 
GNP 1185 1354 1439 1479 1532 1610 1698 1790 1889 1997 2113 2240 2376 2522 2680 2851 3036 3238 S458 3700 3965 4259 
Plusz Net Factor Income Payments 6 4 5 · 7 9 8 6 6 6 6 7 8 9 10 12 13 15 17 19 21 23 26 
Equals: Gross Domestic Product , 1191 1358 1444 1486 1541 1618 1704 1796 1895 2003 2120 2248 2385 2533 2692 2864 3051 3255 3477 3721 3989 4285 
Consumption 1066 1224 1309 1313 1370 1419 1471 1549 1635 . 1722 1813 1922 2035 2156 2285 2425 2567 2725 2896 3076 3276 3490 
Gross Investment 141 160 179 204 212 220 244 265 287 310 337 366 393 422 459 494 538 587 641 709 779 865 
Gross National Saving L2 119 l)O 135 166 162 191 226 240 254 274 299 317 340 365 395 425 468 512 561 624 688 768 
Imports of Goods and NFS /c 154 182 198 182 212 198 226 246 268 285 302 327 350 313 400 428 451 472 492 514 536 560 
Less: Exports of Goods and NFS- 138 156 159 151 171 177 215 228 242 255 272 287 306 327 349 373 398 415 432 450 469 ·490 
Equals s Resource Gap - .Amount . 16 26 39 31 41 21 11 18 26 30 30 40 44 46 51 55 53 57 6o 64 67 70 

-!a %of GDP 1.3% 2.0% 2.7% 2.1% 2.7% 1.3% 0.6% 1.0% 1.3% 1.4% 1.4% 1.7% 1.8% 1.8% 1.9% 1.9% 1.7% 1.7% 1.7% 1.7% 1.6% 1.6% 

Finance of Resource Gap 
Bllater81: u.s. /d 0.1 0.7 9.8 4.6 9.1 2.3 10 10 12 12 11 14 15 

Other Bilateral 0.8 4.5 4.2 7.4 6.4 9.6 7 9 12 12 11 14 16 
Multilateral: IBRD~ 3.4 5.9 7.1 6.4 4.8 6.8 6 -6 -6 -5 6 8 8 ZJ. . 

IDA If 2.0 3.0 2.8 2.6 4.2 4.4 6 7 8 9 10 12 13 
Privates Suppliers' Credits- 1.2 8. 7 11.0 0. 7 10.7 4.5 1 1 2 3 4 5 5 
Total: Gross Disbursenents 7"3 '22:tr ~ 2r.7 ~ ~ ~ --n -"40 Lii -r;2 -n ~ ---c;2 --rlf ---u --r9 --ab ~ 101 liO lU' 

Less: .Amortizaticn 4.7 5.6 8.4 11.1 12.2 13.0 · 14 14 12 12 12 12 13 15 15 15 15 16 18 21 23 ~ 
·Net Inflow L/. /h 2.1r 17':2 ~ Io.b 2J.O 14.0 --rB' ~ ~ ~ ~ Lii ~ --ri1 ~ ---;J' --;Ii ~ ~ -so ...,- 9~ 

Other Inflow (net) - 1.9.2 .h 5.3 17.8 13.0 .4 -10 -4 -4 -2 -2 -2 J-5 0.9 2 -5 -5 -5 -5 -5 _6 
Grants · Lk 12.u 11.6 9.6 lh.o 14.0 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 
Less: Net Factor Income Payments 6.0 4.0 5.0 7 .o 9.0 8.0 -6 -6 -6 -6 -7 -8 -9 -10 -12 -13 · -~ ·-17 -19 -21 -23 -26 
Bqualsa Resource Gap 16.0 26.0 39.0 31.0 4r.'O 21.0 --ri --rlr -u> ---;5 ~ ----ziO ---zi4' lib ~ ~ ~ ~ -c)O ~ ~ ~ 

Memorandum Items 
Interest on Debt 2.2 . 2.1 3.2 3.6 4.0 6.6 6 6 6 6 7 8 9 10 12 13 15 17 19 21 23 26 
Total Debt Service 1. 6.9 7.7 11.6 14.7 16.2 19.6 20 20 19 18 19 20 23 25 26 29 30 33 37 42 47 52 
.Average Interest Rate fJ. 5.4% 5.o% 2.9% 3.3% 4.4% 2.2% 2.3% 2.6% 2.8% 2.9% 3.0% J.l% 3.1% 3.1% 3.2% 3.2% 3.2% 3.3% 3.3% 3.3% 3.3% 
Debt Service Ratio 5.0% 4.8% 7.1% 9.4% 9-3% 11.3% 9.5% 8.8% 7.8% 7-4% 6.9% 7.0% 7-5% 7-9% 1.1% 7.8% 7.5% 8.1% 6.7% 9.4% 10.1% 10.7% 
Total Debt Outstanding 115.h 129.7 151.7 165.5 194.3 254.9 169 189 216 244 275 316 360 407 460 518 583 652 726 606 695 988 
IERD Debt Outstanding- excluding Undisbursed 20.3 21.6 28.8 33.8 35.7 39.1 h7 51 55 58 62 67 73 79 87 96 106 116 128 140 152 167 

- including Undisbursed • 45.6 43.0 45.9 h3.9 55.1 80.5 77 89 91 lll 138 140 151 157 165 174 184 19h 206 218 230 245 
ID.A Debt Outstanding - excluding Undisbursed 2.2 3.8 7 .h 10.5 13.7 16.4 25 32 41 50 60 72 86 100 116 134 152 173 195 219 244 272 
IBRD Debt Service 2.3 2.7 2.8 2.8 2.9 5.1 5 5 5 5 6 6 1 8 8 8 9 10 11 12 14 15 
IDA Debt Service 0.1 0.1 0.1 0.3 0.4 0.5 0.7 0.8 0.9 1.1 1.3 1.5 1.7 2.0 2.5 2.8 
IBRD/IDJ. % Gross Inflow 72% 39% 30% 41% 26% 41% 43% 42% 36% 36% 39% 39% 39% 40% 40% 40% 40% 40% 40% 40% 40% 40% 

% Debt Service 33% 35% 24% 19% 18% 26% 27% 28% 29% 33% 36% 36% 35% 35% 32% 33% 36% 36% 36% 35% 35% 35% 
IBRD :C Debt Outstanding 40% 34% 30% 27% 28% 32% 28% 27% 26% 24% 23% 21% 20% 20% 19% 19% 18% 18% 18% 17% 17% 17% 

/a These projections elaborate the case given in Alternative II of Attachment 3 to tile CPP, dated September 29, 1970. Projection Basis 
The projections illustrate the effect of optimistic assumptions regarding growth of GDP, exports, savings and 
capital inflow. GDP Growth (1970-74) 5.4% rising to 6% 

/b Starting in 1970 excludes NFS. (1975-85) 6.0% rising to 7.4% 
Tc S~ting in 1970 includes net exports of NFS. Total Gonsumption Growth 5.8% p.a. (1969-1985) 
1<! · Excludes US Eximbank._ _ _ _ . _ Export Growth 6.5% p.a. (1969-1985) 
/e IBRD/IDA disbursements are consistent with figures in the proposed lending pro gram, CPP dated September 29, 1970. After 1976 

it has been assumed that commitlll3nts equal disbursements, at an annual level of $14 million and $21 million respectively. 
h Includes US lximbank. 
Zi: Starting in 1970 includes only build-up of international reserves. 
&, For the projections it has been assumed that net private direct investment will just equal profit remittances and both 

have been netted out. 
/i Average interest computed on projected disburseJJSnts after 1970 not including loans approved prior to 1970• 

Eastern Arrica/P & B 
Octo bar 8, 1910 



ETHIOPIA 

OVEIU1.I L 

SUr'~!ARY AdD CCNCLUSI ONS 

1. · The incon:(:. of 90 percent of the population of Ethiopia, 60 per.:.. 
cent of its GD1? and virtually all of its exports derive frm-:1 agriculture. 
Coffee is .. t he dominant cash crop and averages 60 percent of e~orts. In 
the 1960's the economy Fen t t hroug h a period of hj. gh r;rm>~th up to 1965 
nnd louer growth ther ~after. The decline in gro~.vth was primarily due to 
a decline in export earnings resulting from a .~h3cline in coffee prices, 
but it tvas aggravated by the closure of the Suez canal. In constv.nt 
prices, GDP gre'tv by about 4. 5 percent per year throughout the decade, 
but in current prices it gre\-: by · 8. 3 percent per year bctuecn 1961-65 
compared to 4. 5 percent. bet:v;een 1966-69. Coffee prices increased 20 per
cent in the early period and declined 9 percent in the later period; the 
terms of trade similarly i mproved 15.5 percent in the early period but 
deteriorated 15.5 percent in 1966- 69. 

2. The decline in exports and declining grm.Jth of GD? in 1966-69 
.had serious repercussions upon inconc·and investmc:nt, particularly Govern
ment revenues and public investme nt. Hhereas Government savings had in
creased in 1961-1966/67 uith revenue grovth exceeding the growth of current 
expenditures, Government savings stagnated ·after 1966/67, as curt·ent ex
penditures increased faster thun the s loHer-gro~Jiog revenues. Current 
e:;~erid:i tures gre\-1 at a faster rate because of i~1creascs in administrative 
and defcrl~e·-- aervices t1hile revenuQs decllned bec.ause of slackening i!xports 
and imports, as ';vell as the effect of i mp ort substitution upon i~1port tax 
revenues. Government investment stagnated, and current expenditures for 
economic and social services tJere squeezed b<~lo-vr levels required to sust;.dn 
developtnent progra:r<G. \-lhile Governr.:en t borrowing from the banking syn tt~El 
increased during ti1e cconmrliC decline, it \t/as not adequate to sustain ex
penditures or offset fluctuations in the economy. Despite the declin~ 
in exports in recent years, external reserves lncr.eased in all but two of 
the ten years because of the income effects of export fluctuations, as 
".vell as the conservative balance of payments policy of the Central Bcu'lk. 

3. The Governii!ent took a number of t.~easures to cope w.i.th the fj_nan-
cial squeeze of 1966-69. -A special co!:1:-. it tee inve stigated the Governrtent 's 
financial difficulties cmd suggested remedial mt}asures. The banldng legis
lation ~1as revised to make prudent deficit financing possible. Treasury 
bills rrere introduced to meet seasonal needn. Customs duties and income 
tax on hJgher income brackets have been raised. A nev-1 a~ricultural income 
tax to replace· the age~old "tithe 11 system has proven fairly successful after 
initial difficulties. Finally, the 1970/71 budget has been prepared on a 
more realistic basis, including significant increases in investment and 
current expertditures for cconmni c and social services. 

4. The attempt to carry out the Third Five-Year Plan introduced 
in 1968 has been influenced by these difficult economic circmas tances. 
Governwent invest~ent has been only about half the level projected for 
the first t t.-JO years of the Plan; sir1ilarly' gro~..:th of cn-o and exports has 
lagged behind targets. The financi al tar~ets of the Plan thus need revi
sion. On the other hand, n start it~ '·i bee n rr.ade to i L"!prove the development 
rnachinery:) for . example prcjt~ct prepar,ltj_on ~1:.s mnproved si~nificantly; but 
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much remains to b-~ done to overcome the shortage of skilled .manpot.;er and 
to improve the Governntent organization in order to expand Ethiopia 1 s ab
sorptive capacity and enhance the prospects of future economic develop
ment • . 

5. Coffee prices increased in late 1969 and are expected to remain 
high for several years. This more favorable "turn in the coffee narket, 
and hence in Ethiopia's balance of payments and budget, provides an oppor
tunity for a more vigorou~ development effort in the next few years. This 
report analyzes the implications of an expanded development effort. As a 
plausible target, monetary GDP would increase from 7.5 to 8.0 percent per 
year between 1?70-74 and overall GDP from 5.2 to 5.5 percent. The major 
determinant of grot-7th is the grcn-1th rate of monetized agriculture; this . 
target assumes the implementation of the expanded agriculture program. 
Taking recent investment ratios ns a plausible target, monetary invest
ment is estimated at about Eth$ 2,950 million over the period 1970 to 1974. 
Tnking into o.ccount the lil~ely volume of private investment as well as the 
savings capacity of Governmentt Central Governnent investment might be 
Eth$ 825 million or an average of about Eth$ 165 million per year. If 
finance were no constraint, Central Government investment could be even 
higher since there is, et the moment, an adequate number of available pro
jects; moreover, it would be easier to achieve a balanced program at a 
hi~ter investment level. Ethiopia could elect for this higher level if 
tax, expenditure and borroi.-ting policies are adapted to this goal. 

6. If external capital finances half of the Central Government in-
vestment target of Eth$ 825 million, domestic resources have to be found 
for about Eth$ 410 million. If the increase in current expenditures on 
defense and administration is limited to 4 percent per year \.;hile expen
ditures "on econonrlc and social services increase 10-12 percent a year, 
then existing taxation ~ould generate Eth~ 170 oillion, leaving a budget 
gap of Eth$ 21.0 million. l~ew taxes, comprising taxes on corporation in
come, excises nnd land could, if enacted :I.rnnediately, prudently raise 
Eth$ 30 million per year or Eth$ 135 ·million. If the new tax revenues 
are realized, the amount required from domestic borrowing v1ould not ex
ceed Eth$ 105 million. 

7. Host domestic borrowing vlill have to come from the banking system. 
Government borrot.;ing of this magnitude appears to be prudent, but it should 
be. adjusted to allow for fluctuations in the economy. l".JJ export growth 
and economic expansion is expected to decline in the later years of 1970-74, 
Governrnent borrowing should be small in the early years and larger in the 
later years of this period. This corresponds to "t..:hat Government borrm·1ing 
requirements are likely to be, as revenues should be buoyant in the early 
years compared to later years. Alternatively, hig£1er Goverm.ncrit borroHing 
in later years can be used to support even hir,hcr levels of Government 
inves trn:ent. . .. -.. 

8. A Govcrnr.1ent investment program of this magnitude raises overall 
financial and organizational, a3 well u.s development sector issues. Public 
savings involve both expenaiturc u.nd revenue issues. Clearly, current 
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expenditures on administration and defens·e have to be controlled • while 
adequate · amounts have to be provided for economic and social~- services. On 
the lvhole, Ethiopia's tax burden is fairly low and there are prospects for · 
increasing taxation, especially from excise and land taxes. There is 
scope for increased user charges, as with roads, schools and ports. and 
Government should expect Government enterprises to pay reasonable dividends; 
this assumes i mprovement in public enterprise·· profitability. 

9. A flexible policy to protect investment from fl~ctuations in ex-
port earnings is required. This ·can be dealt with by internal borrowing 
policies. A more favorable balance of pnymen ts situation. can permit 
building up of foreign exchange reserves whiC!~ can be run down during · 
less favorable years. Internally, this means that neither monetary nor 
fiscal policy should be expansionary during the boom period. If there are 
sufficient reserves, then during periods of balance of payments difficulties, 
budget and monetary policy can be used to offset the impact on the internal 
economy. Interest rates should be adjusted to pursue the desired monetary 
policy objectives. The Ethiopian authorities are well placed to pursue such 
.a policy given the level of external reserves and a history of monetary dis
cipline.· 

10. Investment and savings decisions of public enterprises need to be 
coordinated with overall objectives of fiscal policy. At , present, public 
enterprises take such decisions too much in the light only of their own needs. 
The preparation of a consolidated public sector budget \vould go a long Y.Jay 
·to meet this coordination goal. This also implies that any surpluses of 
public enterprises above their mvn needs be made available to Government by 
way of dividends or loans. 

11. Annual budgeting needs to be improved. Recently, budgets have 
not been based upon realistic estimates of resources, with the result that 
budge ted expenditures hnve had to be reduced on an ad hoc basis. This has 
been costly in development terms as facilities have been made idle or delayed. 
Procedures are needed to coordinate the budget work b.y the Hinistry of Fi-

_nance, Planning Commission and the Central Dank. 

12. In the development sectors, 14 agricultural projects have been 
prepared involving Eth$250 million, and annual eh~enditures could rise 
to Eth$60 to· $ 7o million. The progra111 "Till have to be re-phrased because 
of manpO\<Jcr limitations , but still represents a substantial increase in 
Government investment in agriculture. The Plan emphasizes both commercial 
agriculture and the concentration on package progrmas. The Plan also 
emphasizes production inputs. Consideration might be given to benefiting 
more farmers at lm·7er cost by means of a greater number of lm.;er-cost package 
_programs; by starting a rigorous program to influence demand through im
. vroved marketing and by a special effort in a~ricultural credit. 

13. Manufacturing output is expected to increase less than planned 
· although investment in industry might be close to Plan targets. The amalga
.. mation of the t \vo existing development finance institutions into a new 
.Ethiopian Development Corporation should materially i mprove the prospects 
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for indu~·triai finance. Too many Ethiopian industries have a low share of 
value added and high prices relative to international price s. The major 
reason is the tariff structure. Tariff policy should be based upon one of 
three alternatives: a uniform nominal tariff; a uniform effective tariff; 
or a simplified two-group tariff structure, with one tariff for products 
manufactured in Ethiopia and one for those v7hj.ch are not. Since the growth 
of import substitution industries is expected to slow down, export incen-. 

. tives should be given to domestic resource based industries in the effort 
to . sustain industrial expansion·. 

14. In transportation, more emphasis should be placed on feeder roads, 
and on efficiency in the construction and maintenailce of roads. Proposals 
to_ res~rict road haulers have little economic merit. The comparative econo
mic merits of Assab and Djibouti ports and their respective road and railway 
need study, as the railway is making losses and is likely to encounter _ 

. greater losses as the Addis to Assab road improves. Similarly, the Port ·of 
Hassnwa and its road and rail"t.ray need study; the railway may be uneconomic. 
Domestic airports need improvement, but t~e -type of improvements cannot be 
determined until a decision is made on \-Jhich aircraft is to replace the DC-3. 
Both questions need study together. An education sector study based on a 
comprehensive mru1power survey is needed to determine the outlines of an 
education investment program; both studies are to be organized with the 
assistance of the Bank. The health program is behind the Plan targets in · 
respect of malaria eradication and rural health centers. Completion of 
the· costly Duke of llarrar Hospital will probably require reductions in 
other health programs . -Tourism facilities, with a few exceptions, seem 
adequate for the anticipated traffic over the next few years. However, 
detailed studies should be made of the hotel and infrastructure needs for 
later_ in the decade • 

15. In order to finance the investment target for 1970-74, it is 
estimated that external capital inflm,r would have to be about Eth.$ 550 

· million. This capital inflow comprises Eth. $ 415 million which '~ould 
cover half the Central Government investment, Eth.$ 81 million to assist 
the investment of parastatal agencies and private investment, and Eth.$ 
54 million for increase in external reserves. .External reserves should 
increase during this period in order that they .can be drawn down in a 
later period m1en it is expected that the balance of payments will come 

·~under press tire. On this basis, external reserves "t>Tould be the eq ui valent 
o£ ·4-1/2 months i~ports by the .end of 1975 compared to 5-1/2 months at 
the ·end of 1969. 

· 16. . The needed capital infloH \>Jill exceed the import content of 
the Central Govern-rtent investment program, e.g., import content of Eth.$ 
330 million and capital inflow of Eth.$ 415 million. Moreover, not all 
of the Government capital program \>Jill be able to obtain foreign assist
ance so that if foreign aid is to make a reasonable contribution _to the 
program some financing of local expenditures will be necessary. As for
eign aid is expected to finance 50 percent of the total program, ·this will 

_mean.that· on the averaee significantly more than 50 percent of the costs 
of foreign aid eligible projects s-hould come from external aid. 

/_(• .. 
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17. At the end of 1969, external debt service was 11.3 percent of 
exports in that year (the debt service ratio) .. External lending terms 
received by Ethiopia averaged 24.7 years maturity, 5.4 years grace and 
4.4 percent interest rate.· Nore significantly, the blend of external 
lending averages 35 percent on conventional terms and 65 percent on 
concossional terms. The future external debt service burden "~ill depend 
upon the export growth rate, and the volume and terms of external borrow
ing,Assuming that external aid f~nances half the Government investment 
program and investment were to increase by 50 percent in each five-year 

, .. · period, then Ethiopia w·ould require an inflow of aid which t-1ould increase 
8.5 percent ea~~ year. If exports could increase over the long run at 
6.3 percent a year Ethiopia would be unlikely to encounter any debt prob
lems for the next decade. On the other hand if exports rise at only 5 
percent per year the debt service ratio would be as high as 15 percent 
by 1985. Aid on more concessionary terms would help to keep dovm the 
debt service ratio and at the same time would mean a higher inflow of net 
aid. The balance of payments and debt outlook emphasizes the importance 
of the terms on which aid is given , and the importance of a successful 
export promotion program. Ethiopia should seek external aid on more 
concessionary terms and at the same time should give high priority to 
export growth •. 
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AGRICULTURE 

\ 

SU:·!HARY AND CONCLUSIOt~ ---·---------

. ·, 

1. Ethiopia is divided · in to a diss~ ted mountainous highland central 
plateau nt over 1500 octer elevntion and hot sc~iarid lowlands. Differences 
in ter.1perat1.1re., precipitation and elev~1tion provide for a variety of climatic 
subregions \lith spcclfic crop adaptubility. Also soils vary widely :J.n · phy
~icnl characteristics, but generally they are nitrogen and phor;phcrous dcli
c:i:ent; there is very 11.ttlc potassium deficiency. · 

2: Fifty four percent of ·the land area is used as pasture, ~ostly 
situated on the 500,000 sq km govcrnnent-m·med land in the loHland region; 
cultivated and fallow lands comprise 10.4 percent of the area; 21 percent 
is barren desert or sHnop land and forests conr;;tj_tutc over 4 percent of the 
total. Agricultural land including the fnllo._., nvcrnges about 3 ha per fa-nily, 
though many holdings are ttiuch sr~allcr. There are al!;o so-ute large cormncrcial 
and mecl1anical farming enterprises which operat~ under Government concession. 

3. The m~all scale farms of the h1 ghland regions produce crops vnlued 
at about Eth$ 1.0 billion, or about half of the n:.:~tional crop output; more 
than half of the cattle population is· in the hiGhlandn. The lo-r.vl~nds produce 
nainly cotton, sorghur:t, sesmac, and cattle; and support large nomadic live-
stock herds. · · 

4. The all;. irnportnnt coffee crop is a hit;h.lnnd product. l,ong run 
agricttl tural b\provs""1ent prospects favor highland agriculture. Oonortuni-

' t:I.es for loHlantl l.li;riculture arc in cotton - an important substitution crop, 
export crops of oilsceds particularly ses .1.r~e, and livestock. There are good 
chort run prospects for relutivcly large sc<1le mechanized agriculture in the 
lm,rland s .. 

5. Generally the tcchnol06Y of Ethio;:ian agriculture ii{ still rudi-
t\entary. Incone, s~ill, and literacy levels are lmv. Host farucrs are at a 
subsistence level. In subsistence a.griculture the planned econoTid.c gro"-'~th 

rate, 1.8 pcirccnt annually, about equals the population increase. Technical 
inputs ar.c scarce and land tenure. :i.s insecure and complex, and occup~ncy 
ri.ghts are cloudy. Lnck of market facilities and credit, as well as rcnote
ness ahd isolation, are major handicaps. Nevertheless, far!:!lers produce 60 
percent of the GDP. Agriculture is obviol!sly the touchsto1~c of Ethiopinn 
econo~nic developn cnt. Ninety· percent of the national labor force is in rural 
arees. · Agricultural products constitute almost the en.tire export trade, lccl 
by coffee ~~hich accounted for 59 pQrcent in 19G8. In tir.te Eth:f.opian agricul-

. tut,e1. could subs::itute for almost all food i m?orts. 
}.. . ..... . ... \. .. 

~ . .._ . 



ii -

6. Central llighlnnds ~ This large :J.ntcnsively cultivated subsistence 
farm area has pBr~lr;~-t.~c -country' n best lont; range azricultural potential. 
Portions are rcii1ote ·with difficult access. Soils are relatlvcly stable and 
rainfall is favorable. · 

. .. · 

7. Nor~.!._~rn Hisl.!.t'!.~~ds • . Thir> densely populated reg:l.on ·vill be clif·· 
__ ficult .to _ develop. Erosion is '·iidespread, ra:i.nfall is erratic, and holdings 

are very s r::k'lll. The comrmnal land tenure system is n barrier to Inodern agri
cultural technology. E):tcnsive out-Migration occurs as farm lnho1· to 

. Tessenei, Set it Hu~1ora and the At~~sh Valley. 

a~ .: :. The Eastern and Southern Hip.hlands. In . the Chcrchcr highlands of 
U~r~-~rge Province-farm st~ndards~rc-lli~h but rainfall limits dcv~lopmcnt 

~prospects to a narro~-r nrca. Coffee is the tilOSt inportnnt crop follo;.1ed by 
·sorghum, maize, and chat. Prospects . in the Arussi highlands l:f.e in e~(tension 
of the so called Chilado (CADU) "pnckagc program" to a larger area. ·The 
area hns above average h1.ghland production potentiat, good soils, and acle- ,_ -··-:...<. _ 
quata ralnfall. Pror.;pects in the Bale highlnnds Rrc poor. North-c.-rest areas . -·-:_:-: 
may be adaptable for sheep and cereals. Information about this area is poor. 

9. Souther!':.. and SouthH~stc:._r_~_l-i:"!::~~hl~l]_d~. These are the least developed 
highlands in Ethiopia but t?ith favornhle ra1.nfnll have. a good agricultural 

-~ -- potential. Hnny areas are remotf! and sr;,all graln fa.rning is on the subsis
tence level. Th~rc nrc good prospects for \vashcd coffee, maize, spices, and 

. . . . 

· large dairy herds. · 

10. Th~- Lo•,Jl~~c!.~· Lnck of knouleclge of rainfall -- its ~u~ount nnd 
. distribution -- lirwits the ir:naediatc devclop~7tent prospects. At present only 
about 200,000 ha out of a potcnti.al of 5 million ha is under cult:tvation. 
Half of this cultivated area ls in the Hu;ncra developr::wnt area, t~here a 
Bank ·financed proj~ct is underHay, and the cuJ.tivatE!d .nrea r;tay increaGe to 
300,000 ha in six years~ Co:'lmcrcial ncchanized dryland agriculture is the 
pritlC mode of development • So~Jc areas are uneconomic because of drought, 
1.·emotcness and disease ·. Livestock production in the southern lo\:;lnnds should 
have priority; n National Rnnze. Development Project has been initiated. 

·11. Some of the river valleys, e.g. A-;.;ash, Aboy, l~abi Shelele, Takezc 
-- -nnd Omo, have distinct irrigation potentials. Over the n~'{t t~·TO decades 

·150,000 ha of irrigated land in the A't>mGh Valley tnny develop. 

Aqricult~-ral Development Strategv 
~ . ·-·----~-------~-

12. , The 1~YP ~zrj_cttlturn.l strategy concentr.ntcs inputs in a:rcus of high 
potential response . CoP-currently corporate and comnercial agriculture is en-

. cournged to anticipate larzc short run returns l-Jhich in turn should increase 
public revcnuos to suprort agriculture. Various planned undertakings re
quire large expcn•Jitures over the nGxt f c~-r y ears. A key aspect of ti1e strat
egy is to concentrate lnrgc rP-sourecs of mnnpoucr · and irNest111en t in linited 
nrens, in the · form of regional package progr ara~.. The rnaj or ~;-cakne.ss is that 

l • 
} 

. . ~ 
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lar~c nunibers of farr~ers in nonpackage aren.s are left ' ·lith no govcrnr.1ent 
·support. . The current ctrategy nlso tends to overlook the development inccn-:
tive in providing proper cr0p handling and mnrketing services. H.:1jor devel
opment projects underlying the development strategy are described briefly 
helot,.,. 

13. . Chig.Jo _(_C]tDl!)__t..J-1ellf!!.~-So~l':.!_.Q-L~1?Y)_~~c}~ AdDi~_t;_Eict ~gricul-
tural - ~~ve~~2:~~nt U~i_ts. Thes·~ · arE! 

0p~ck::!ge prozrams" \:lith similar denign 
and purpose. The CADU projt-!Ct in· in two phnses, the first just ended and 
thf~ second just conncncing. First phnse cost includJng a S~·:eclish grant of 
Eth$ 8 million was ETI!$ 14 cillion; total second phase costs in estimated 
at ETH$ 19 rilillion by the end of . the 1'FYP. llADU, nctivatccl in 1970, is 
estimated to cost ETH$ ·12.6 r:lillion including an IDA credit of ETH$ 8.17 
tnillion. The Ada District plan j.s still in fornulation. 

14. The A\l::m:~. Rural Extension · Proiect, under juri.sdiction of the 
!-iinistry of Con;.~nity Dcvelopmcnt-;-is ~ocnted in Shoa ·and Sidar.1o Provinces 
220 km south of Addls Ahaha. It is part of a schenc which includes opera
tion o~ a State Farm and an industrfal . conplcx. · The objective of the pro
ject is to improve the r:1aize production of 18,000 small farners. It l-lill 
have a five year term and will cost E'l1i$ 11 million • . 

15. The ~-!.t-Ii~ncrn project, in the Tey~mdis - Sim.en Prov:tnce 600 
northvcst of Addis Ababa, nm-: being activated, is directed at providing 
infrastructure support to lnrgc mechanized agriculture producing cotton, 
sorghun and sesnme. .The project is p:1rtly financed by an IBRD loan of 
ETH$ 8. 7 li1illion and Hill cost ETII$ 12 r.d.llion. A proposed Sha~hamenne 

: ~j~~, in Shon and Sidn.r.:o provinces 250 lm south of Addis Abah-:;~---rs
directcd at encouraglng oodcrate sized (up to 200 ha) cor .. .-~1ercial farms 
chiefly produclng cereal crops. · It hns been prepared by USAID, and w-111 
cost about ETH$ 11.1 million . .. 

I 

·.16. . The li_el~~-Sar~_i-~llib~?:.a Irr.i£2~19..~tl.:_cD._~-~~ is in the niddlc A1;o1ash 
valley, 175 ku cast of Addis Abaha. The plan calls for irrigation of 14,000 
ha nt a cost of ETH$ 30 mj_llion. Nost of this area would b~ in rJoderately 
large-scale co2mercial concessions. Potential crops are cotton, tobacco, 
t-7heat, beaus, vegetables and citrus.· 'Jr~urt1?er investigation of this project 
is un<lel."\.Yay. 

• . 

. 17. A project in support of the cotton-producing Tendnho Plantation 
Share Cor:1pany is located in Welo Province l;O~ km north~ast of Mdis Ababa 
in the lo'C·Ter A";vash Valley, in too units at Dubti and Dit I~ahri. Plans are 
b~inz dev·elopcd to c.xpnnd Dit B-:1hri under leadership of the British !·!1.tchell 
Cotts Col~pany; capital investr::wnt is estimated at Eth$ 10 1:1illion, and ~mrk
ing capital at Eth$ 3. 8 rail lion. 

18. The ~~~~:tonalJl~n~~e _DcY-clo~1!~0~~:__R_roi_!?:.~~ covers n 10,000 square 
mile area in three unlts in Sj_damo Province. 1'he proposal ~·7as prei)ared by 
· USAID. The ~rea is used for grazlt:z the herds of no:r1:1dic tribesmen and it8 
ptlrpose is to cm::1Jine i::~provcd t-:a ter:i.ng, rnn~c t1anagc:.1cn t, and nnirilal d isc3se 
control to :J.i:lprovc the 25 tuj_llion he ad of livestock. Five ycnr costs are 
estiu..'ltc.d at ETH$ 14.3 million. 

~ -
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19. THo projects ar(~ aincd at developing a~roindustry. The Addis 
Ab~l?...~ Da~~~ P~Q..j..!-~;_ seeks to ir.1prove the q~antity nnd quality of flti1_d--;tilk 
for Addis Ababa, throush dairy herd ir.provcr.,ent, better feeding, cross 
breeding, uarket se1.-viccs , etc.. Total cost t;;ill he about Eth$ 19 .I~ nillion. 
f_o..[.te~ v7ashin.rr_._p]._:-~~ts are propos~.d for Sid milO Province and Keff a Province, 
respectively, 300 b-:1 south n.nd' 200 kr,t sou thwcst. of Addis Ababa. The pro
ject· uill :J.nclude access ronds and it wlll alo convertinB 18,000 tons of 
poor quality unt..;rashnd coffee into mild "YTashcd coffee. The total cost is 
estimated at Eth$ 31.'• r:.1illi.on. . -· ~ 

20. l1n·ea proposnls ar.c offered by the Hisnion. as mcano of (n) modify-
ing the present ct'lphasis on ttgricultural production, and (b) utiliz:f.ng the 
concept of the upackage" technique to rench a larger -number of small fanners 
at moderate cost. 

(i) Hinimnm · Pacl~aP.e Prograi\1S. - 'l'ha ide.a is ·to have progrmns aimed 
atrelievinz specific pr~1duction constraints in a number of 

··· .- selected areas si1:mltaneonsly. For e.."l{ample, a mi!llinum package 
project could aim nt i!nproving the poor cereal yields of the 
highlands using 1.'G1mediately available resources of th~ ~finistry 
of Agriculture and inputs lit;1itcd to SQeds. fertilizers, and the 
organization of credi.ts a!ld m~rkets. A feasv.ble target ..;,.rould be 
to double the yield of \·7heat and teff . on 1 ha e~ch of 1, 500 small 
highland fnrm5 in each of. say, 10 locations. This l>JOttlcl be 
equivalent to doubllng the yield on 15,000 ha. 

(ii) The HarJ:ctin~~ of Grains, Pulses and Oilseeds. The imperfect .mar
ket [OigTaL1i-. -pul;;;s-a;;-d oilsc.ecis-prcv-cnts prices fron perfor;n-
ing their role to nllocate agricultural resources. A grain 
stabili.zntion scheue, costing perh.nps ETH$ 20 million over five 
years, could go far toHard eli min a t5.ne extrcr~e price f luctua tiona. 
Given ncccss~:rry authority and financing the Grain · Corporation 
could considerably lessen fluctuation through prov:i.dinr, storage 
and rJarketing facilities in the short run. and ultimately super
vising grading and trnd ing, and l:i.c~nsinz bond cd warehouses. 

(iii) A.gri~ul~urnl_g!:._~~i~.· Ethiopia badly needs a sound specialized 
agricultural credit institution. Credit to the sector from 
institutional sources no;.- n.s ountn to about Eth$ l~O !Jillion a 

. .. year, extended to l~·.cgcr pr~ferred risk agricultural borro\vcrs 
n1ostly on . the security of urh~n real estnte. Smaller borrou~rs 
have to rely on high--co3t local money lende-rs. A specialized 

·· agricultural credit departt~1ent could be created in the new 
' Ethiopian Dcv~lop::~cnt Corporation, at a development cost of less 

, . th;-.ln Eth$ 7. 0 nlllion over flve years. Costs \·Jould cover train-
ing and cxpntrintc assi~~tance plus noderatc c.:1pital funds for 
lendi?Z to srrlaller borro\·rers. 
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!_~ajor Constraints 

21. The Gov(~rr~'Tlcnt is consldering the possibility of i1"lplcncnting 
devclop:!!cnt projects \~hich in azgr~g.ate vJOuld absorb Eth 231 million over 
the reamining years of the TFYP. The cnpitnl expenditures for 1970/71 \-las 
scheduled under the 'l17YP to be over Eth$ 44 nillion, but this hns nm..r been 
scaled do\Jn to about Eth$ 27 million in the proposed buJget. The lm..;er 
amount is still nore tl1an doublc.the 1969/70 capital budget for agricul
ture. A considerable amount_ of external finance and technical assistanc~ 
vill be required, but tl1ese do not appear to be a basic constraint. How
ever, based on recent fluctuations in budgetary allotments, the orderly 
floT.l of domestic funds is an uncertain clement -- though the recent firming 

· of the coffee export prices may r;lRke more public funds available for nr;ri
. · -cu~ture. There is lit tlc likelihood, hm.;cver, that the wanpo-.;.Jer necessary 
· -·: to implement a program of the size contenplated could be found. The ques

.tion has beconc, not whether projects can be made ready for implementing, 
but which projects and at what speed. Hot;rever, it munt be c:1phasized that 

. Governnent action is needed to i.mprove and regularize the entire process. -
.of budget preparation, and to release funds for agricultural development. 
An -emergency manpower plan, giving prj_ority to agricultural is another 

-. -- ·short- term need.-

. ··~-.. : ·_:.. 
-- · - .-- .. ·-

22. Ethiopian a~ricultur~~ has lar,ged behind other sectors in its 
ability to attract C3pital and initiati:.;e. The proposed organizational 
changer: in credit j.nstitutions could do nuch to inprove private investment. 
Ho,,~J(!Ver, 80 percent or more of Ethiopinn fnrms do not generate a capital 
surplus. For the faraers vlho are capable of entering the monetized sector, 
it is the uncertain, confused, and corJplex land tenure situation t,Jhich m(ly 
be "the cmil:i.nant deterrent to investm2nt. The communal tenuTc institutions 
of the northern hiGhlands nre a barrier to 1.nvcstnent . in land; south of 

· Addis Abab-:l landlord rights arc paranount and tenants can be evicted at 
will; :i.n the lm·dr.nds, tr:i.bnl r:i.ghts prevail. On govcrm~en t lands bound
aries are vague and patron.ngi! g~~ants · fron these !anus are subject to 
challenge. 

_ 23. In t:he traditional small farming highland arenn, capital i~prove-
ments should be labor rather thnn capital intensive because the lntter 
~1ould tend to cause tenant dis?lacencnt. Capital forn.ation should be in 
the forr·.l of long-term conservation measures. Inv•~ntncnt opportunities exi~t , . . 

in servJ.ccs to ngriculturc such as retail outlets, supply depon:f.ts, stora3e 
and institutional credit. An lllustration is the cluster of enterprlscs at 
Debrc Az:i.t > a small farm center. 

24. In contrast to m:1all farner investnents is the scope for corporate 
investl<wnt in lnrgcr scale far.rdn~. A m.tnhcr of concc~;sj_ona.ircs are in 
operation, prcducing cuch conL:od iti.es ~1~ cotton, sor~hw~, tobacco, suzar, 
and dairy products. There have been failures as '\Jell an successes. One 
index of the ·spread of cor:1ocrcial asriculturc is t11c purchnsf.! in recent 
years· of over 2, 000 fnrra type tractors. Several developE~cnt propo~:;als are 

, 
I 
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aimed at expanding con~crcidl type of agriculture. Resolution of land 
tenure uncertainties is clo~cly tied to continued expansion of this kind 
of investment. 

25. The Governuwn t has already creo. ted favorable conditions to 
attract foreign nnd donestic capltnl. to agriculture. Ho~ . .;ovcr, efforts 
should he nade to help investors by i:aproving officinl facillties for 
dealing \iJ.th them. Several state farms \o!hich are nm; unsucccf!sful might 
be turned over to concessionnires. 

Govcrm:\cnt S2t-viccs --------------
26. Or~j7.~ti.c:_p_ P~_rccts. There is a distinct dispcrs1.on of agri-

.. cultural functions among n numher of Government agencies. E'}~nnplcs arc: 
th~ semi-independent Institution of At;riculturnl Resenrch. th~ J,i.vestock 
and l!etlt Board, the j:'ohacco Nonopoly, T1H~ Coffee Hon.rd. the A"rash Valle.y 
Authority, the Hinistry of Co:nnunity .Development nnd the Hinistry of I..:1ncl 
Reforn and Administration. Ho~;t of . thenc operations should be v.estcd in ~he 
l-Iinistry of .Agriculture. The present need to coordinate these bodi,cs is 
symptor1atic of the present administrative vcaknesn. The Rockefeller founda
tion is undertaking a rev!eu of the orsnnization of agricultural services 
and is expected t<} report shortly. 

27. An in~portaut factor is the a bs~nc·n of basic knm-;lcd3c and data 
about the economics of Ethiopian agriculture and farm management. The Plan
ninz Unit of the Hinistry of .Agrlcu1 tl.trc could cor,!mence iumedintcly to col
lect dn ta from the ojrgoing regionnl progrm:ts. Also, it is noted that the 

. traditional provincinl lines of organization do not follm·r the rc~ional 
pattern of agro-cii-nutic nnd soil potentials. 

28. ~cu!_tural __ Rcse.J.rsh. Research ncti.vity covers livestock, 
irrigated crops, coffee, sol.·ghum, cere<Jl crops nnd cottoJ. Research 
activities shoalcl b~ n~tionally coo-rdinnt~d and the Institute of Agricul
tural Research h~s th:l.s respons1.bility. Ho~e research · enphn.sis is needed 
on farm mana~eme.nt, livestock, and_ grain lcgu~ieS and/ cilsec~ds. Coordination 
'With Extension Se.rv:tces is ~~cnk. 

29. ·~..f~-c~_ltu_ral E~~cns~.2_ll· The Extension Serv:J.ce is in a position 
to bcneflt from the renults of lj_rdtcd hut indic<ltivc resenrch on a fm-1 
crops. Its need for i.:ten and money should have priority.. Coordination v.1th 
.research could b~ improved through Hn.tion~l Crop IDprovet:1ent subcommittees. 

30. V<:._ter~.nnry Servic_~?..· The voter:!.n;1ry service!'; are spread very 
thinly n~ong a large cnttle population. Allocations of both men and money 
nre inad,cqu3 te but veterinary trn1nins is goor..-1. A rnass cattle ir..u~mnication 

progra~n hos started nnd n~ec.ls to bG strcnr,thencd.. Fifteen percent annua~ 
increases in capital and recurrent Veterinary Dcpartuent budgets~ -

.. -plus-· · a large scale fello\-n;hip prograa _appear: ju.stified. ·~ · - ·-- ·-·· · 
' \ 
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31. ~~~ccds~crtili~-'-~d l~c~. In 1969 only 1,000 
_out of 500,000 tons of seed planted were of :L~provcd voric~tics; a substantial 
seed ir1prove;'lcnt and distribution system nhould he impler:entcd to Eeet the 

. exrJected incre:tGQ in dcr:1~nd. The Plant Production and Protection Division 
of the~ 1-~inistry of Agriculture has this responsib:l.lity but is unahle to 

1 
l 

discharze it. Distribution cp.uld be 5J1it1nlly h~ndlcd through. Ct\;l)U, H.t\DU 
nnd .the ruin1.IJUm packaee pro~ratls as an extension Service opcrat5.on. 
Fertilizer inports rco.ched 7,000 tons _in 1969, nostly for the large com-
mercial operators. Fert:i.lizer prices are hi~h ancl credit is not nvail-
ahle, but dc.rnand should incrense as a result of the package programs. 
Far.nt machinery can be purchased through dealer credit; _a tractor assembly · 
plant and a s mall inplC:;ne.nt fnctory wlll soon be in operation. 

32. · :: . . · !fanp_C?~~!..· A serious shortnge of professional and tcchnlcal tnan-
po~er confronts the IEG for the rci1!aining three years of the TFYP and 
throuch 197!•/7 5. Even \·nth rephnsing of the 1970/71 financing, and nftcr 
counting as available for rccru1.tr'1Cnt all 1970 graduates of agricultural 
training institutions, there is ~n irreducible ~970/71 shortage of sooc 
94 man-years of professional service. C3rryinr, fot-.:;ard the backlog burden 
to 1971/72, the shortage becomes over 600 P.nn-years, and over son if 
mininua packll.ee~ marketing, and credit proposals nre activated -- nlthough 
this latt·~r figure r<1ight b1!! mnaller if staff already c~:1ploycd in these 
three programs is counted. Durin-g 1970/71 a specific rJanpo·Jer plan should 
ba cevclopP-d to ttake ma.."XimtliD utilization of manpo·ver. This task should be 
delegated to the Plannin~ Unit, Hin:tstry of Agriculture. 

· 33. CofJ~~· The Government is taking steps to i11prove the quality 
of coffee, to assess the coffee econo<ay, to increase '~ashed coffee pro-· 
duction, to rationalize hnndlfnr,, aed to incre;t~ .. e rer.;earch. Ethiopian 
coffee e-xports are expected to increase froF• 93,000 tons in 1970 to 
Ll.O~OOO tons by 1974. . . . . , 

. 34. Cott:_~~· Irrlg<tted cotton ngrcagc '-1111 prDbably increase by 

· ... · 

17,000 ha by 1975 and dry land cotton acrenge by 25,000 ha, attd increase 
of nbout 15,000 tons of lint cotton uor.th over Eth$ 23 million at current 
prices. The local m.:trl:ct for cotton Hill continue to expand for another 
10 years. Under irrigated conditions it t1ay be possible to produce longer 
staple cotton for C)..l)ort. -

35·. . · • rrobacco. ·rhe Tobnc.co Honopoly ·contr.ac ts in advance t.d. th nhou t 
40,000 s~.ail far~l~ ers, nnd oupplies s0.ed or seedlings, cultivation nnd plnnt 
protection s erv1.ces. ~1atio!1al production in about 1,570 tons of all types; 
The Tob~cco 1-ionopoly' n profits tll~ro Eth$ 6 .. 5 rJillion in 1969. It i~ trying 
to pronotc Vir~inia and to disco~.rr.nz,e production of oricntnl type tob"cco. 
Experim.ents \-lith burley tob <1cco for blending arc encouraging. Sub5tnntial 
irri~ated production increw:-:es of Vi-rgi.nia tobacco . for export nay· b~ pos
sible on the propost..:d Hclka Sadi--Amihara irrig::ttion project. This would 
require a subst<!ntial ·progrnn of rc~c.nrch. extension and technical advice 
on hnndling, grnc.1ing, curing and r.1etrl:et5.ng op<:~ntionn. 
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36. Sugarcane. Thls comnodity is produced by the Dutch concern, H.V.A.~ 
in the Aw~L5l; · va-iley. Productj.on in 1968/Gf) 'Has 66.200 tons vnlucd at Eth$ 
40.6 ;~dllio11. Ultif'1-~te capG.city is 135,000 tons; 19!)fl/69 demand vas 
75,000 tons. Exports are problCJ;I.atlcal because sugar can be irztportcd at i ) 

·Eth$ 230 per ton CII' Red Sea po·rts ngainst a dm~estic '"holesale price of 
Eth$ 613 per ton. HVA intends to linit output at its~Jl1etahara unit until 
domestic demand catachen up. , . 

37 •. Cer(~~ls t Puls~s and Oil seeds. Prices have recently been stable. 
Exports of pulses and-oils;;;~f~rc-V:1lucd at Eth$ 47.8 million in 1968. 
Shifts in domestic dcr.1and (urb.:tn) arc to>:vard t·rhc<1t and teff and S't.J!lY fron 
r~aize, sorghum, and barley. In exports, shif tn are nv1.ay fro1.1 linseed and 
to"Jard sesane, beans, ch:tck peas and lentils. . Dcve~opnent plans should be 
oriented . accordingly. . . .. 

. . 
-. 38·. Fruits_ and_Vege~nbles. By 1975, exports should increase fror.1 the 
present 27,000 tons, worth Eth$ 9.1 million to 35,000 tons ,,torth over 
Eth$ 12 million. ~ocnl · consumpt"lon, principo1lly of yarns and potatoes gro\m
in southern~ \¥estern und southHestcrn regions, "1ill likely parallel the 
population increase. The principal demand for fresh fruits and veeetables 
is for exports; local dennnd is s nlall. Thus the future of fresh fruits 
and ·vegetables is closely related to transport costs. Demand is high for 
these products Ll'l Red Sea~ Heditcrranenn and European countries, partic-

·ularly for citrus. The chief suppliers '-Jill be the large operators. Small 
highland farwers can gro~.t chilli.e3 and pepper to supply such concerns as 
the U.S. Spice Extraction Co~pany. 

39. ~}vcst:_C?_.~~~ll_cl_ __ Livestoclr~ro~ne.c~~-· The 55 uillion hcnd of live-
stock rcpresentfi ~ ncglecteu resource. Given a nunbcr of supportive ~'lca
sures by govern~ent, increases in cnttle production could bcco:nc ev:l.dent 
by 1974. Pre.scnt rate~ of cnttle sl.:·mehtcr arc too high to maintaln the 
present: populntion, yet the six co:::m1crcinl t1cat processing vlants, w-ith a 
capacity of 270,000 carcasses, handled only 73,000 in 1968, probably be
cause hitjhland fnmers keep liv<~stock primarily for nilk and dre.ught pur
po~es a~d distances arc too great fro;n the southern r~r!ges. Death loss 

. and disease rates arc very hi.gh and nutrition, fcrt:l.lity and gro~.;rth are 
low. Iruprover.1ent of Govcrnnent services should incl~de: 

1. Activ<ition of National Rnnp;c De.vclop:nent Project. 

2. Reorganization and improvement of J. .. ivestock nnd Heat Board. 

3.· :._. A vidC!ning of the scope of Govern1~ents livestock survey. 

4. ·Intensificati.on of nctivities of veterinary developn1ent. 

S~ . Expansion. of research. 

6. · Initi~tion of a highland pilot J.j_vestoc!::. project. 

7. In}1lementation of a hides .and sl~ins improveraent progrru.J. 



Additionnl information about the livestock industry is anticipated from 
the report of: the IBRD Livestock RcvievT and Project Iclentification 't.'hich 
visited Ethiopia in April and Hay 1970. 

40. Fishcrx_. Neither the Red Sc.a nor t11c inlnnd fishery resource 
has been · systerJatically developed. Fish meal ~nd dried fish had an export 
value of Eth$ 2.5 nillion in 1966/67, but this export trade was drastic
ally affected by closure of the Suez Canal. Another ir!1pcciir.icnt to exp~n
s~on of fish product5.on is lack of kno~-Jledge about the resource; still 

· another is the lack of interest in fish as an item of diet. The Interna
tional Indian Ocean Fisheries Co~'nission should be asked to investigate 
the Red Sea fj_shcry resou-rce. 

41. Forestry. Ethiopia has 1;-5 nillion lu1 of natural forestG; about 
2 million ha -m;e-;tate forests under the Administration of the Forest Depart
ment of the Hinistry of Azriculturc. An ~stimate.d 80 percent of the total 
forest reoource is inaccessible. Forest rcr;ources have been abused and 
depleted for centuries 't>Tith the result th:1t Ethiopia l7il1 have to i.'=lport 
-\Jood products for a long titte. .-Increased i!1vestmcnt and a conservation 
progran arc necessary. The lack of profes~ionnl foresters could be overconc 
by employing cxpatrj_ate professionals as trainers and cst"ablishing the pro- · 

. posed Forest Ranger Trnis1ing Centers. 

, -
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HANUFACTURING I NDUSTRY 

~arx and Concl~siotls 

1. The role of modern manufacturing industry in the economy is small 
even by comparison with other African countries. It contributed 5% to 
GDP in 1969 - . roughly equal to. t:he share of GDP of handi-crafts and cottage 
type industica. 

2. 1-f.anufaeturing cousists ovcrJhelmingly of producing import sub-
stitutes behind frequently hi.gh protective tariff ualls. It is highly 
dependent on imported httu--m.n and mllte.rio.l :inputs. As a result the benefit 
to the economy frOLt manufacturing is lm\7er t...1-tan it could be - frequently 
the value added is low, the employrnent content is small, the effects on 
the balance of pnyments are not significant, end the .prices of most d~estic 
manufactures are as l1igh as 60% above the .c. i. f. price of similar i1uported 
goorls. 

.... . 

3. 'l'he Government hns taken a nura.her of tleasures to encourage the 
develop;uent of manufacturing industry~ An Invc!)tment Code provldes some 
relief from income taxation to concerns ~rlth ~~pital ~xceeding Eth. 
$ 200;000. Govern':lC1lt has provided some Eth. $ 281 milli.on of capital for 
manufacturing concerns tl1rough the financial internedi~ries -- the Ethiopian 
Inves~ant Corporation and the Development Bank of Ethiopia - and by direct 
investment as •whole om1cr, majority shareholder~ and miniority shareholder. 
An i r.tportant factor is tariff protection which is further reinforced by a 
7 percentaee p-oints different!nl in favor of dom~tic production in the 
relative rates of transactions tax on imported goo s and donestic products. 

l}~ -- ' - Tariff '-protection in given on an ad hoc industry-by-industry basis 
ruld the nain determinant of the level of protection seom.s to be the bargain
ing persuasiveness of the pa.rticulc:·r entrepreneur . In the circun1stances 
there .are various l evels of ta-riff on ra.H materials nnd finished goods 
.and the l€!"'lels _of protection bear no relationship to the economic benefits 
in t erms of value added, eMployr~ent, and the balance of paynents. The 
tariff. policy should be geared to the development of industries in trJhich 
the country has comparative adv~ntage and 't·7hich naximi.ze ben~fits to the 
economy~ The objectiv~ may be achieved by a un:J.fom n01~inal tariff for 
all inputs and produets so that all industries ar.e on an equal conpetitive 
footing; making detailed stud.ias of effective protection levels~ and seek 
to have a uniform effective tariff; or. see.,(;1ng to simplify the tariff into 
at most two or thr.c.~ groups with a reasonahle untformity of nominal tariff 
rates · for each group. The.s~ and otiH~r policy mea~·ures need systematic 
study, but the Hinistry of Comr1erca and In ustry is not adequately .. t:nffed 
to do this and other n!!eess:lry \•:'Ork in the industrial development .field. 
The -staff should accordingly be · strenghtened" ,. 

·~ 



11 

5. As a-result of the Financial Intermedi.o.ries Reorganization 
Committee • s vork, Goverm1ent 's par~icipation in the finance of industrial 
develap!ncnt, is likel:r to be made more effective through the establishment 
of a. neu development finance concern by the merger of the EIC and the DBE. 
It :t.s hope that the new concern ~rill be better equipped to mobilize domestic 
resources, to encourage industrial investment, .. and to influence the quality 
of direct gover:ru:tent investment in manufacturing indugtry. } 

6. Value added in manufactUl'ing is estimated to have grorn at 16% 
per annUJ-rn be ween 1961 P..nd 1969. Tlrl.s vas based on i mport substitution 
industries the further development of which is likely to be much slower 
than in the r..ast. The scope for appreciable industrial expansion lies 
in the processin~ or indigenous raw materials - for example beef - for 
a~port. In addition the net benefit to the economy is likely to be greater 
from this type or lndustriFJ. develo-pment . But special steps .must be taken 

-to promote manufacturing for export. The transactions tax on non
traditional. exports should be re~oved , and the n.rrangements for i.-rnport 
duty drawbacks on the i mport contents of a--ports should be :made more effi
cient. The manufacturer of exports does not get a concession similar to 
the protective tariff whiCh the nanufacturer for the doaestic market 
enjoys. If' exports are to be encouraged the export manufacturer should be 
no less preferred to the producer for the domestic market; in this connec
tion consideration should be given to the introduction of export , subsidies. 

7. A draft new in...rcstrnent code is no1>r being constdered., . It provides -. 
income tax relief to export industries, considerably lo\rers the quoJ.ifying 
capital of the development concern to accord more ~nth current Ethiopian 
conditions, and generally goes further than the present relatively liberal 
Invest.'!lent COde. 

/ 

, . 



l-1INING 

SUMMARY k~ ~ONCLUSI~T 

The mining sector is small, contributing only 0.3% of GDP. Gold 
and salt are the most important minerals now mined. Investment in mining 
rose from Eth. $9.6 million in 1964 to Eth. $15.9 million in 1969. One
third of investment was for existing mines, and two-thirds for prospecting 
for oil and potash. Government capital expenditure reached Eth~$.5 .1 - million 
in 1969, mostly for geological surveys (see Annex 3 for details). _ 

Recently there was a proposal to establish a Government-Olined 
commercial corporation to take over, rationalize and operate The Adola 

- Gold Mine, no1-1 operated by the Ministry of Mines. The J!rl.ne does not pro
duce a profit and its output has been erratic because of worn out equip
ment, shortage of spares and inadequate development prospecting. Unless 
modernized, gold output is likely to decline. However, the proposal has 
not been accepted. Three companies recently took separate concessions to 
~prospect for copper and sulphur. Six companies have been or are prospect
ing for oil. Oil prospecting is the single largest source of investment, 
but no positive results have as yet been_found. 

Potash is possibly the most important potential mineral for 
exploitation. Although the first attempt by a concessionaire has been aban
doned, a new concessionaire is now completing exploration. The next phase 
would be pilot mining and feasibility studies due by 1 972. If these phases 
are successful, the last phase of financing and construction is forecast to 
take up to three years thereafter. The crucial considerations are mining -
cost and markets. Mining costs turn on finding mineable ore close to the 
coast to minimize transport costs, and finding an economic mining method. 
The world market outlook is for depressed prices until the mid-1970's. 
All in all, if potash mining proves viable and does materialize, potash 
exports might be about Eth. $ 70 million per year, or roughly 20% of total 
1969 exports. __ However, recent eve_nts indicate that production _may not 
start before about 1979. 

Geological surveys have expanded rapidly since J 968 _through 
the efforts of the Geological Survey of llithiopia arid with the assistance 
of Israel, Canada, USA and the UNDP. A new draft Min:tng Code is now 
under consideration by Parliament. TFYP targets for mining output and 
investment are unlikely to be realized, largely because of the delay in 
potash mining. Government capital expenditures, largely for the Geologi
cal Survey, are estimated in the order of Eth.$ 2.9 million per annum in 
t~e last three years of the TFYP. 
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EDUCATIOir AND Tiu\IUING .. 
. .-

. .·_ . ·~ . .. . 

• ~m~-~~y AND CONCLUSIONS 
... .. :· . , _., ..... . 

·. -
·1. Education and tra:i.ning are as yet very underdeveloped in terms 

· ·of. the numbers 1.n the system, · the content of the progrm:1s, and tho coun
··: ·_ try's Iiln.npm:cr needs. Education· plarming hns been inadequate despite 

major efforts for quantitative expansion. . . . 
.. . 

.... -
2 ~ Only llJ.l% of the relevant age group is e.nrolle:d _ in primary 

. . :.. ~ ' . 
·-. ·~ .· .. . .. · 

·schools and 2. 9% in secondnry schools~ The tHo universities have a full
.. · · tune s ·tttdent population of 5, 200. Itl at!ditionJ ·there are ~ynsta4ges at all 

levels and this denies the opt:i.num usn of a system that is already con-
.:.· strained 'by tha inadequacy ·of resources. .. . ' .-- ·~ 

. . ~ / ... --~/ . ~·. -... . . -. . 
_ .: · ~ ~ ~ :_ . ::<>-··: . , .3 -. - .~he prin-utry- -school ctl:r~icnlur.:t is oriented toi:ards ---tra.nnf er to · 
. -., ·- .-. · .- ·general secondary education, and although the IDA credit of 1966 has in-

.. -' - ' . troduced a di'lersificd curriculum t1ith prc-vocat:tonal streans J secondary 
... --- ·. education ir; still essentially ecadcm1.c. - Enrollments in general secondary .-

. · · schools are fifteen times as much as those in technical schools. · In fnct 
- : _. technical · education has lngged behind and · this hns rcs~tlted in the · estab~ 
_. ~-~lish..'1H~nt of nw>IcrmJs trnining programs by para~tatal ancl private fims. 

At the univer$ity forr-.1al long terni planning only started in 1969. 

4. ...... All sectors of the econo:1y are ·short of s1d.lled T:k'lnpowe-r. All 
important example is the anricultural pro3Tn!n ltthich is to provide the 
dor.1in3n.t thrust in the country's devGlopr:,cn t, and vlhich will have to be 

_ rephnsccl primarily because of lack of qual if led tnnnpoo;-Jer. 

5. --- Both the SFYP and the TFYP have a:ined at expnnding educntion 
·. · -·. --· ·- nnd'' tra:tning 8nd nakin.g then more relevant to th~ development needs of 

the country, but the latter aim in pnrt:tcular is not being achieved for 
three ren.sons. At the prj_mary level the shortage of trntned teaches..·s and 

- ~- the content o~r: the teacher training curriculum have inhibited progress to-
wards dcvelopin~ ~nd i!JplemP.:nting a curriculum t1orc relevant to rurnl -

. areas. Social pressures lk'lve le~ld to ovcrcro\·Jding in the secondary schools 
,resulting in im:~er quali.ty education and constraining the efforts to apply 

.- -- the diversified curr:i.culu:n. The funds for supplies of teaching material 
· and for maintenance have been inadequ:1tc • 

. - . · .. 
_. -6. -. There is i.nsufficj_cnt coordination bct~l~en th~ Hinistr)~ of Edu-

,_ _.-. ·.· __ cation and other bod:!.cs vhich op ·2rat~ ed'\.!Cation and tra1.ning institutions 
· or progrm;!S. hven \. ... lthin the Hinistry itself plarE'ling h3s h21d little ef

-fect. Nelther of these in conducive to effcctiv1.:! planning. The planning 
unit of the 1{inistry n~;eds strcngthcnin3 ancl should establish bctt~r con-

.- munication W'ith other xainlstr.ies nnd age:ncies. In tld.s frwnci·rork a man-
agement revicv of the Hj.nistry could help :l.n planninr; the lc·..rcl of respon
s5.bilitic~.. l!o~-Jcver, nn cduc(.ltion sector rev5.et:·1 and a r,,_anpo~;er survey for 

··- · .. ;· 
.~.:( -
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-' 

... . .. 



· which initiatives ara already in progress, are required to permit effnc
tive planning to be developed. llhile <n~aitinz the replanning of the sys
tem, i.."1ves t ment should not be discontinued, but should rathe r conceatrntc 
on tl"tosc areas - llkc teachc~ training and agricultural education - \ihere 
needs nre most obvious. The p'resent Hcd.le Sella sic I University develop
ment program seems to be t-:ell founded. 

1. Already public e~ucatioh and traininz absorb some 17.7% of total 
govern1ncnt current e.xpenditure. Projections indicate that in 1972/73 this 
percentage t-rf.ll increase to cope uith the increasing claim of the educa
tion sector on public resources . i'he Goverrnaent is to levy an Education 
Tax on urban land and perso·anl income; also the secondary scl1ool tinetable 

. , .. .- will be adjusted to n.chievc savings on teacher costs. 
1 

·: -:-·:·. ··.=: .. · ·~ .-::._._ 8 • .- Long ter.m maasures .,.lfll renult from the replanning of the educa-
-- - ~· · .. ...... - tion and training systm~1 to be achieved after the completion of' tho pro-

- _. · ·:.-.._-·: · posed manpo"Ylcr survey and sector _ _rcv-ic't1. . . _ 
. . . . ~ .. . . ·_ . .. . . ~~ : .. \.; :::: ~~: · . . 
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DOHESTIC RESOURCES 

: SUNl:·LARY Alill CONCLUSIONS 
. ... 

1. Government savlng in Ethiopia hns in. recent years dropped belot·l 
the level _it attained in the rod-1960's and this fall has barely been 

_offset by the -slight rlse in recurrent e."Xpenditure on eco;tomic services. 
'l~us total resourc~ 1:10bilization by the government for developrnent has 
virtually remained ·stagnant. This is the outcome on tha .one hand of a 
rapid gro\¥th in spending on defence and inten1al security '\Jhich hns absorbed 

.t\'10 thirds of incremental govcrnillent revenues, and on the othf'!r hand, of 
a. fall in the rate of gro~"th of revenues from nrot.tnd 12 percent per annu!:l 

. , ,"' -~ _ in the enrly 1960's to about 7 percent per ·annum since then. . 'Hhilst the 
· deterioration in the finCLJ.cial situation has br~en arrested since 1968-69, 

· · ·the problem of mobilizing re5ources for development remnina a serious 'one. 
It is one of the major conclusions · of this· report that this can only be 
solved if the Ethiopi[!n govc1:nment exercises more restraint on non-develop

._ ment government expenditure than h~s been the case in the past. 

2. The tax ratio of 8 percent of GNP is low by adjusted international 
standards. This low tox effort has b2en nggrrrvated since 1966/67 by the 
downturn in coffee earninzs v:rhich . has in particular affected inported duty 
t·evenucs vhich accotnit for half of total revenues. There is at the same 
tit'lo an under-lying lone-run structural problen l.Jhich arises · from import 
·substituting induct:rinl clcvelopm~nt leading to a re.lativc decline in imports 
-of consu.-aer ·goods and particularly of those upon ,.;rhicb ·rates of duty ara 
high. Thus there is a gro".;ing ·ne2d to d0vclop the system cf direct taxation 
and of indirect taxation falling on domestic output. 

· · 3 •· · - ·. Direct tax revenue has hnd a high buil t~in . elnstici ty due to its 
· wide coverar;e an<1 progressive · r<1tes. In addition son1e tox rates have been 
. incrensed since 1967. A controversial chnnge in policy was the introduction 
· ·of a progressive tux on agriculturnl inco~ucs in 1967. This led to an initial 

_·. - fall in revenue but th1.s has nm:~ been reversed and the basis hns been laid 
for a d)~1a~_c tax on agricultural incomes in the long run. The Education and 
Health taxes· are levied on land a.'1d are earr:1arked for these eerv1.ces. Tha · 

· Ret)Ort rccot·rr:1ends th<lt the can~arking be discont:lnued unless its purpose is 
made mor~ effective. 

4. · · DGveloprJ.ent of an eiasttc, equitnble and econo1nically rationa_l 
structure of indJ.r.ect taxation on do;.testic output of coods and serv:i.ccs is 
of high priority. So:!l~ C)~cise duties need to be made more buoy&~t (e. g., 
that on tobncco) · a.:.1d excises need to be extended to other goods and services 
as rccor.:o1ended in previo-us IBr.J) and IHF reports. The adffiinis tration of the 
turnover tax needs to be improved before any increase in its r~tc· nhould be 
considered. 
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5. The development of the t·cansciction tn..;c sy!;tem is particularly 
. itrportant for this is a hizhly :f.nco:·Je el~st:i.c source of revenue. One of 
the i:np.ort1.1nt issue!-; in regard to this tn:c 5.s the dual rntc ::;tructure 
12 percent on i:rrportcd _goods nnd 5 percent on domentic output. The 
difference of 7 pc-rccut~se p:)ints represents, 9f : cours2, an additione.l 
protection to domes tlc output.. Already :i.mpo-cts a:Le suhj ect to a COl~plicr~ted 
structure of tariffs mi.d other ta:.:cs, a:1d the Report ~cconnn.euds, firstly. 
that this syste~ should be ~1~dc nuch· si1:1pler. 'l'he cm~plexity of the system 
mal~es . it iL1possible to detcrraine, t-Jith any accuracy, the degree of pro
tection it af£orda on v-alue added in any particulnr industry but the little 

. evidence available sugeest that the varintions in levels of protection 
have very little, if uny, eccnomic or nocial rationale. The Report r.econ
meuds much more uniforwity in level$ of protection (for instance, ~~0 or 
three c~tegories of goods -- capital, i.ntero.euiate nnd consmncr goods) so 

·. that· at:tent:1.on could be conccntre1.ted on policy issues relat:t.ng to indus-
.. . trial dcvclopt1ent ruther than on. d~a.ling uith the problcn on a case-by

case basis. It is in the context of this rccon:u-:1endation that -tha structure 
of taxes on· imports should be . n.iad·a both r:mch simpler and rJorc uniform, 
that thr: Roport also 1.·eco-;:a~H~nds· the rctl!ntion of the ·7 percent differential 

--:· _'· transactions tax on inpot'tcd good!l. This rccu.nmendation in mada for prag- . 
'matic re2nons .. 

6. · As regm·ds -~ t8.xcs oa c:~rorts, the Report conclud!:.s th:tt there 
is little or no . scope for ari i.ncrensc. In fact for non~t:raditional ex
ports~ not only does the system for rebating transa-eti()ns and other taxe3 
t1eed to be made much sir:1pler, but there is also a cos-~ for an export sub
sidy vrhich 'vould make it at letist as profitable to s~ll output ~broad as 
cJoraestically. · 

7. The Re~>ort emphn!.~izcs the need to ensure th:1t the financial raturn 
on government . invl3stnen.ts in public enterprises a:rc not und(~rmin~d by un
ecoao:nic prj_cing and othe~ pol:!.cies. It also rccormne;ldS that close atten
tion be given to user charges i:ncluding9 ii1 p.:.:rticular ," fees for sacondary 
and univers1. ty education, end also a ratiot~al sys ten of road user and por~ 
charges. 

8. The Report recorxucnds_ that public sector borrowing should be 
clearly designe(.l to dev~lop the role of the fj_nnncial instltut:tons as mobil
izers of S.:lvinzs ~ 'fh:I.£1 vJould require ·an. ex~mination of the level and 

·structure of "interest ratea and also D.n ex:.u:1inatio~ of tho policies of 
institutions such as the Ethi0pi.c.n Investnent Bnnk in relation to this pro
blem. In a..1d.ition, it is essenti.al that the amount of public sector 
borroHing which is undertake.n cnch year should reflect the cyclicnl problems 
of the econo:··'-Y v!hich stem from the dcp~nd~ncc of the balance of p~yue!lts 
on coffee earninGs. Only by. the contracyclical titling of borroHing can 
the developr:H:mt · progran be ini?lc.!'.lented i.n a rr! ~u;on<lbly stable aud 
efficient m~nner. · This ir.1plics th3t in th~ inu:1edintc future ' ·7hen export 
earnings are expected to be favor-:?.ble, the leV•:! l of govcrm~1·-:>nt borl"\'Ywing 
should be held severely in check. 
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9. F:i.nnlly the Report concludes · th~t much more attention needs to 
be given to the relationshfp betHeen planning and budgetting and to the 
development of annual buclgetting procedures 't,:h:J.ch v:ould encourage a 
rational b~lancing of alternatives and ~hich would result in a budget 
\..-rhich \las relevant for expenditure control purposes. Apart from these 
required organizational and proceclural charges-, however, at the policy 
leval th~re is nn overuhelraing need to ensure thnt a high and rising level 
of funds. for dev?lopmcnt purpose.s ~re fo~th.cooing each .year. 
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TOUR ISH -----

Introduction 

1. The. tourism sector in ·Ethiopia is small in terms of income and em-
plo~ent generated. ~ring the next five years the economic importance of 
the industry is not expected to alter radically although tho number of for
eign visitors could double in the period. Past investments in hotels and 
other facilities are likely to be sufficient to handle the projected traffic 
increases in the next few years. The main fields of activity should now be 
the establishment of greater knowledge about the present visitor traffic and 
on this basis the estab11.shrnent of -plans and feasibility studies for the de
velopment of further tourist attractions in the future-. 

Pr~sent Tourist Traffic 

2. Foreign v .isitors arriving at the ·fronti.ers in 1969 are estimated 
to have numbered 45,000. In 1964 foreign visitors totalled 26,000. The 
growth of traffic in the. intervening yearn tvas not regular, hot·lever. In 
1965 and 1967 the number of visitors fell, while in 1968 visitor numbers 

-- rose by 43%. On average visitor nQ~bers rose by 12% p.a. betvecn 1964 and 
1969. 

3. Business visitors accounted for 75-80% of the foreign visitors in 
1969. Pleaaure visitors totalled around 10,000. Because of the predominant

-ly business nature of the travel, the visitor nrrivals have not sho~,"J\ any 
marked regular seasonal variations. Considerable demand variations, ho"t-!ever. 

· -have been caused _for _hotel space in Addis Ababa by OAU and ECA conferences. 

4~ The . average length of stny of foreign visitors is -estimated to be 
around ~ days which indicates that foreign visitors nights spent in Ethiopia 
totalled . about _lSO,OOO in 1969. 

5. The oajority of pleasure visitors arriving in Ethiopia come on 
multi-country ort;anized tot1rs and frequently visit only Addis Abaha and 
Asn~ra. If their. itinerary does involve a stay of more than one or n1o 
nights, the most likely d.estii1ntions in Ethiopia at the present nre the 
castles,.churches -and archaeological remainR nt Hahar Dar, Gondar, Lali
bela and Axu..."'l which eo1nprise the HHistorlc Route". Some foreign tourists 
also visi.t the lakes in ti,1e -rift valley south of Addis anq the Red Sea 
coast at Massawa. 

6. There nre sone-1,300-1,400 hotel rooms in Ethiop:f.a 't·Thich cater to 
foreign vlsitors, over 1,000- of these rooms are in Addis Abaha and · Am~a.ra. 
In general the- hotel$ operate at lm1 occupancy rates resulting in poor pro-

~ . 

·~.~· 
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fitability. The small hotels along the llistoric Route are not of high stan
dard but could be made adequate l'ri.th a minimum of upgrading · and refurbishing. 
It is likely that their capacity will be adequ-ate for the traffic. expected 
in the next three or more years. 

~~re Tourism Devel2R~~~otent~~l 

7. During the next five years the pr.oportlon of pleasure visitors in 
total traffic is 11.1:ely to rise · considerably. The ma.ln tourist attractions 

· outside of Addis and Asmara are likely to remain those along the Historic 
Route. It is unlikely that game parks will b~come an -important attraction 
in the near future. If the Simien }fountai.ns and the Red Sea coast were de
veloped as tourist destinations after suitable feasibility and market 
studies, there tvould ba greater possibility of attracti113 "sole-destination" 

. Europe~n tourists, on group and group charter tours, in additf:on to the pre
sent 'multi-destination ' tourists: 

.. . : 

8. Ethiop:f.a is unlikely- to experience a tourist "boom", however, un-
. til considerable changes are made . , In a g'eneral way there appears little 
commitment to the development of foreign tourism although the individual 
Ethiopians are warm and friendly in their reception of visitors. The 1.n
ternational routes of Ethiopian Airlines are being protected by restricting 
the numbers of major airlines flying into Ethiopia. It is time to explore 
the possible benefits of nn "open skies" policy in terns of reaching a 
wider tourit;t market. In another way, the development of tourism is not 
helped by the slowness of the church to present, protect at\d restore the 
historic churches and manuscripts which arc at present ~he main attractions. 

· similarly, the prospects of Ethiopia ever attracting foreign visitors to its 
game parks are slight while unique species such as the Wahlia Ibex continue 
to be slaughtered and deforestation and grazing of domestic animals continue 
in the parks .. 

Development -~ 

9. The Third Five Year Plan set ambitious targe.ts for the grotvth of 
vi_sitor traffic. Between 1968/69 and 1971/73 the number of foreign visitors 
was· projected to gro~ from 36,000 to 107,000 at an average annual growth of 

· 26%. Detailed investrJent plans were not \7orked out beca.uhe the recom.l1lenda
tions of an Arthur D. l,ittle (ADI .. ) study for the planni.ng of tourism in 
Ethiopia were awaited. 

10. The ADl~ study S3."t;.J' the ma:tn potential market for Ethiopia's tourism 
industry as the rich multi-destination visi.tors from North America. The 
study proposes an Eth.$ 40 million {US$16 million) hotel investment progra1l. 
The. hotels which would be hlgh cost/high pri.cc units would be mainly situa
ted in Addis Ababa and along the Histor:i.c Route.. The study doeG not calcu
late the cost of, or consider the. justification for, the supporting infra~ 
structures \¥hich lvould have to be substantial for several of the h.0tels. 
Foreign visitors are projected to total 153,000 by 1977 if the investment 
program is ccn;riad out, an average annuul increase of 15%. If the program 
is· not implerr4~nt~d, visitors would total only 106,000 in 1977 (+11% p.a.) 
according to -~he study • 

. . ; i 

·~ .. .. ... ... 
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11. In general, the mission believes the ADL proposals are too -ambi-
tious. It is not convinced that the ADL's market analysis is correct. From 
the point of vie\J of the Ethiopinn Govcrnr;}ent, which \<7ould have to supply 
the supporting infrastructure, a considerahle amount of further study 'v.-ri.ll 
be required before tlu~ investment decision can be taken. In addition, it is 
not certain. that ADL paid full enounh attention to the question of develop
ing the Red Sea and Dahlac Islands as beach/marine r.osort areas. The de
velopment of the latter vould completely alter the tourism prospects of 
Ethiopia, particularly in relation to the European_ market·. 

12. As an alternative strategy for th~ developm-ent of tourism in Ethi-
opia, the mission proposes that the Governr1eut _should immediately set up a 
c~rnplete system of tourism statistics collected at the frontiers and in the 
hotels. To supp~ement this busic data, sample surveys nre required to es
tablish the characteristics and requirenents of the present flows of pleasure 
visitors. At the sat~e ti"L'le detailed feasibility studies of the it"lfrastruc
ture and superstructure requirements along the Historic Route should be made 
and a full investigation of the -physical and economic feasibility of develop
ing the Red Sea coast carried out. \fuile tha elements for the future invest-· 
ment decisions are gathered, the mission consider-s that the present accommo
dation facilities 7 upgraded and posoiblyexp_ande:l "1hore necessary, t~ill prove 
adequate to cater for the expansj.on of visitor flows for several years to 
come. 

13. The mission believes that the present hotel capacity in Ethiopia 
could accommodate sorJe 100,000 foreign visitors, well over double the pre
sent number. Ho\;eve.r, by 1975 traffic is not expected to increase to sueh 

_ an · extellt and forei.gn visitors are projected to total in the range of 
.·· 70,000-90,000 per y~ar {average annual increases of 8-13% p.a.). 

~o~ic Implicatiops 

14. Very little is 1--.no~m concerning the inpact. of tourism on tho eco
nomy. The gross for~inn exchange earnings from foreign tourism totalled in 
the reg::I.on of Eth$13 million in 1969. The mission projections imply that 
these earnings could mount to Eth. $ 20-26 mill:i.on by 1974. Present employ
ment in the industry is estimatedat 3,500. 

15' .. · ~ · The Ethiopian Tourist Organization (ETO), a department of the Hin
istry of Comruere:e, Indu~try and Tourism is the mai.n Governneot agency deal
ing with tourism. Several other departments are also concerned. especially 
the. Uildlife Con~ervation Department and the Ministry of Finance which con
trols the substantial publi.c hotel holdings. 

16. · The ETO requires strengthening if it is to bec~e an e~fective r~-
tional tourist office, guiding and controlling the industry. The various · 
comrnercial activities \vhich it has at preRent, such as duty free shops, tend 
to distract attention from the main objectives of the Organization. The com
mercial activities would 1>e best hive(! off to anothc:r private or public en-

. tity. / 
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17. The Financial Intermediaries Reorganization Com~ission proposed 
that the Government's hotel holdings should be concen.trated into an Ethio
pian Tourism and Hotels Investment Corporation. This would seem broadly 
sensille although the holdings in the Hilton Hotel, which are unlikely to 
be profitable for some yea~s, . wil~ - be.~. :J?reponclerilnt. 
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TRANSPORTATION 

Svl'fr!ARY AND CONCLUSIO.,;s ---·-----------

1. · For a c;9untry of its size nn~ popul9tion Ethiopin's trnnsport facil-
ities _are- poorly developed, ~.,ith r:1ont of the country still rernotc from nodern 
means of comcrunication and still relying predominantly on nnirnal tr[\IWport. 
-The priorities for develop~:1ent in the trnnsport sector have been properly con-
centrated on improving.the road netuork, though there has been some imbalance 

· in the road investment program itself. - Extensions to the trun1<. road systc:n 
·have tended to outpnce construction of the subsidiary feeder end access roads 
l-7hich are essential if the trunk system ·itself is to be properly utilized. 
The Covcrnncnt accepts the need for special emphasis on ninor roads, but pro
gr.cns has been- hampered by th~ shortn~e of local funds, a situation which bas 
been made worse by the need to earmark .£undo for other coro..rnitm~nts, IHlrticu
larly trunk roacl projects • ·entered into \·7ith the i.nternational and foreign 

·lending a~~encies. ___ : ~ - . . < ·· 
. ' 

· 2. ·· The Imperial High~<~ay Authority (IHA), is an autonomous ngcncy di
-rected b)? a Board of Cm!itdssionera chaired . by the Hinister of Public l1orks.· 
It ·i_s responsible for constructing and maintaining the country's nll weather 
roads as \Jell nz a few dry weather roads. The lnttcr arc mainly the renpon-

~ s_ih"l,i.ty :Of local ag£?ncies. '111c design · standards 't!hlch· TILt\ uses are p~t
terned after U.S. standards and applied to roads identified by their cla~si
fication vithout ree.ard to traffic volur-:es. These stnndnrds should be 
changed to fit expected conditions. This would enable better use of the de
sign d5.vision and also reduce cost. I:.IA' s rond construction is hnndled by 
~ contract construction divinion nnd an operationD di,iiaioi1 . uhich also han
dles road oaintcnance. The 't-Jork of the operations divis:i.on tends to ·lack 
basic invcs till a tions nud designs, the numlJcr .of units engaged i_n cons tru c
t!on and tnnin tenancc is too· laree and r.lany of the!'-1 too _ _&I~nll, and the. level 

. _ . and floT.l of funds are unsatisfactory. Huch could be ~chicved by correcting 
- · thee~ three ~hortcorainBS as quickly as pos:;ibla. 

· 3. IHA has established a Planning Division but there is need for fur-
ther improve:rrent in ro~d program plsnning including better· coordination Hith 
other vectors. Also although the TFiP ~~~phanize£ co:!lpleting .a larger netHork 
of secondary, ·feeder, and Service-to-traffic roads, SO far the main activity 

-·· - - - ---h~s been the construction of pri:n;:try ro~da · possibly because of cor:.1r1itrJe11ts 
· . of counterpart fund3 in connection ui th foreign tts3is tance to prir,tnry roads. 

Ethiopia's . dcvclopment is likely to _he bette-r served hy the impleL1cntation 
of the proposal for a central boJy 't;hich t-;ould include rcprcn£!ntation from 
all Dlajor sectors of the economy, ~nd by greater concentration of local re-

-sources ,and request for forcizn assistance on secondnry, feeder, and service-
. to-traffic ronds in the future. ~ .. '-;_ 

~~ - .. --.. ~ . . 

4. The Government hns established a Road ~l.·ansp~rt Adm:i.nis trntion to 
introduce re:'3trictivc licensing and to determine naximum nnd minimum tariffs 

·~. · 
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for the ro2.d transpor~ industry. The object of the schene is considered to 
be ill-udv:I.Bt~ ll, and its control over vehicle numbers is thought to be better 
executed by varying the level of vehicle ta::-:ation, Hhich. ,;;;ould still lenve 
the ulti1nate decj_sion to operate vehicles to the vehicle opcratol·s themselves. 

l ) 
A proposal by consultants to reduce "vari.oblc~' taxes such es those on fuel, 
and for CO!mnensurate increaseH in 11 ffxcd 0 taXeD SUCh as Vehicle import duties 1 

.is considered to he conceptunlly z.ttractive; !!It a::tms at optimizing the unc of 
the road facilities and should p~rhaps be introduced iri stages but uith dua re
gard to the in?ortancc of the p~rely revenue eleilcnt in t•oad user charges un
til additiona~ revenuc . can be obtained fro!!l other sources. -

S. Until the early 1960's, Djibouti, 1_n the French Territory of the 
Afars and Issas, wao the only port serving the greater part of Ethiopia, 
but since then th? port, along lJith the F:tanco;_Ethiopian Railt..Jay (FER) \lhlch 
links it J:o Addis Ab~~·a, han been Lrtcrensingly chnllenged by the nev1 Eth:i.o
pian port at Assab. :'"As. a result b.oth the port and the raih;ay are llOW oper
ating at a financial loss. 'The competition fro;:1 Assab \Till becot'1e s_tronger 

. when an IDA-financed road b.etucen A~1ash and ... Tendaho, due for cor.1pletion by 
·1972, provides a ouch better· route ~ bett·1een :Assa1) and Addis Ababa. On the 
other hnnd, port charges ·are: ·untluly lm-1 at Assab, nncl must be raisec! if the -· 
port is to rccoui) the . heaVy investment outlay~ on its construction; 

6. The Ethiopian Covcr.n;."!lent, \>:hlch has a 50% interest · in the FER, is 
now invcstigntinc the ra!h·7ay 's activltics to see ';hethcr ·its financial v1.a
bility might still~ be restored, )_n spite of the competition from. Assnb, by 

- improving its opcrat:l.ng efflciency. It is reclormncncled that this should be 
fcillowed by n wider study abacd at comparine the overall economic nerits of 

. the two 11orts for -Ethiopie1n traffic. The study, l7hlch \rottld have to include 
a comparison of the road route to Assab uith the · rail route to Dji.bouti, 
would also p.rcp~re a r:1aoter plan for the future developr;Jent of Assab. · 

1: · · Ha.sS2"':Ia, the only port nerving the northcrnmoot area of Ethiopia, 
also needs a D-astcr plr;.n for it~ r _ehnbilitnticn and ct~velopmr...m.t, and here 
again there is need for prelir:linnry study of the inl~nu transport fac5.1-
ities serving tha port. HasBn.'.rva relies partly on the Northern Eti1topia 
Rn1.1wny (NER), but unlike Djibouti most of its traffic ic; carried by ronrl. 
There seems to be a stronc econo-;nic cane for abandoning the railuay. Its 
rolling stock, trac'· . 2nd other equip:;nent is in poor shap~, the mountainous 
terrain and sport hD.uls involved make the route inherently unsuitable for 
railtt·1ay operations, &"l.d the rail~-Tny is incurrinli increasing financial de-

.. fic:i.ts, e'.rcm though it enjoys unusually v1ide pot-!ers over cmnpcting road 
·. ·~ · transport, and collects substantial revenues fron the road vehicle licenses 

~ it :f.ssties :ln its ovnl ri~ht. The future of the railuay tnust be r;ettlcd · 
-.. ~ before a master plan for the po·::t is produced, bec:J.usc the choice b~t\;een 

.· . rail or road affects the kind of reception and handling facilities required, 
and the ·layout of the port in gcnernl. In focussing the stucly on the port 
requirements the oppoL"tunity can alzo be taken to provide a rational vieo;~ of 
the r~ilHay's opcrntions. as ' >Jell as to SUljgc.st any ir.1prove:::.ents needed to 
the v.lternative road to Hassn~.:a, particularly if the conclusion :l.s that the 
raih1ay should be closed. , 

·.t 
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8. Ethiopla' s · tuo t:1<2in airpoJ;ts at Ad diD Abnba and Asmara ure only · . 
equipped for dnylight operations, 1nit night landing facilities H:tll be in-
s tal led in the 11Ctir future, and th~ run~-rays properly s tr~ngthcncd to w:t th-

. stand the loads of modern jet aircraft. Probably the mo~t important con
sequence will be to encournne n6re airlines to include these airporta as 
transit stops in their scheduler:, ru1c! thus to fctprovc the country's con
tnunict1tions v:i.th Europe and thn African co~ntries furth~~ sol\th. 

9. Al tho.ugh scheduled air services nrc provided to no less than '•3 do-
. mestic air.ports, faciliti(:S n.t most of these arc r.dninnl, and m-"lny _are only 
open during the dry season. Any i;;!prove"Inents to· t11em. have to be consi.dercd 
in the. light of . the type of aircraft th~~t Ethiopian Airlines (EAL) must soon 
decide upon to replace its ageing Douglos DC-3's ·on the dom~stic routes. It 
ll:ould be useful to hnve a brief prelir;linary s tuJy by an expert in nviation 

. ·econonics, to consider to~ether the -questions of a suitable aircraft rcplac;e-
. ment and the related airport f.:tcilities it 'vill require. . 

. ;--_· 

· 10. E.~· accounts shm.r the ."airline to be bre.r"tking even financially, in 
·spite of heavy iosses on its domestic flights. These results are influenced 
·by the fo.ct that Ell.. pays no landing fees at any airport in the country 
(though · it does it!3elf undertnkc· maintenance at domestic airports). The in-

. · ternntional services, which achieved a load factor of only 35% in 1969, are 
likely to fare better if Addis Ahnbn conld be considarcd, operationally, 
more as a transtt nirport than as the tcrnin.us for its European flights. 
The biggest attractions for tourists lie further south in Eant Africa. 
Ethiop:La · has ouch to offer tourists, and i!3 w~ll placed to attrect visitors 
on their 't-Jay bet\..reen Europe and otlu~r parts of Afri.ca; but it se:cms unlikely 
that o realli substantial business could be developed from tourist~ making 
Ethiopia their o:1ly destionation in Africa. 

11. ':. \Then it was first est:1bl:i.shen in 1964 as the country's r:iational 
carrier, Ethiopian Shipping Llnes (ESL) had to face sa_v~re co::lpetftion from 
the ntm.H.:rous lines calling at Red Sen ports on voynges trnns:i.tting the Suez 
Cnnal. The situation trlas reversed when the Canal t-"1as closed in 1967, and 
the ship3 entering the Red s~a vere reduced to a fraction of tr1Air fomcr 
numbers. · l7ith . shipping · opace for Ethio?i.U!1 trnffic .in short supply, ESL 
suddenly hnd t}l.Ore traffic on offct". th~n it conl<l cope '"it:1. Its fleet of 
dry cargo_ ships hn.n no~-1 been increased fror·l t,._;o to four, l·ri th a fifth ves
sel duo for delivery -soon. Prct;ent conditions nre very fnvourablo foT the 
line, . but cn1ce the Cn.nal is reopened the situation 'rlll ngain be rev('.rsed, 
and ESL.is likely to find it d:lfficult to m~et thn rene\:cd con;>atition from 
other carriefs. Th~ fact remains that Eth:i.npin h::1s to have enough shipping 
capac:l.ty . to accom;nodate her _o-verseas trnde in the mcantina, and has no bat-
ter nlter:.1at:tvc thail. h~ving ESL ex?.-:1nd its fleet, t1hatever problems the 
line t9ight be £need ~i th in the future. . ~ .:_ :. ... 

12. The CovcrnrnQnt recognizes the ncP-d- for more effective coordin3tion 
betYecn. the individual agencies ·in tl1e transport . sector, and to this end has 
rece_ntly . npprt)VCd a nt~r.1b~r cf ad<u.inistrativc ref. arms. A Centrnl Planni!.1g a;1d 
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Coor(!irl~ti\lg Co1 ·t~·;litt(.~~ tt~!)t"t:r>C11ting ltll '. tl1e 2[)C!t1c:tes_ is to be ~~0.t ttr> tlr,dcr 
. the chain.1anship of: the Hinis ter of, Co~r:nunicr:.tl.on~;. 'l'b~ principle of sc~ni

autonO'i1Y u::tll b~. e:xten:icd to the ports, and to the Civil Av1:Jt:ton Ad::-tin.io
tration.. controlling the ~.1-rports. At th '"~ r;:.n:!c tl1:1c it ls intended that 
those agencies alrc~dy enj(Jyin1~ a conDider.:tble cleer('C of nntm:.to;ny should 
b\l brought under more effcct1ve control, cspeci:.ally ~o far c'lS finnncet~ and 
planning aro conc~rn~d. · J.'iv1 propOS 711~ a?pear to be sotJnd in principle, .and 
are likely to rt~sult · in. a nore net~1odicnl a1~tl . rational bnsis f<:>r the C-overn
ment's administration of the trarisport S8ctor. · 
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ELECTRIC PO\-JER 

SUMMARY AND CONCLUSIONS 

The consumption of electric power is low even by comparison to 
other underdeveloped countries. However, consumption grew at an annual 
rate of 15.8% during the SFYP and the corresponding target for the TFYP 
was set at 21.5%. Both the planned investment program of Eth.$ 120 million 
and the expansion in generating capacity to 325.3 KV4 which were designed 
to cope with the projected consumption increase, could be substantially 
realized during the plan period; but consumption is now expected to grow 
at about only 15% per annum, roughly comparable to the SFYP performance but 
below the TFYP target of 21.5%. The expected shortfall is due to a number 
of factors - overoptimism in setting targets, a few prospective large-consuming 
concerns are commencing operations later than was expected, and the depressed 
economic conditions of the past two years. This will result in more unused 
capacity in the short run than was planned. 

Basically, the objectives of the TFYP for electric power are 
sound. In particular, an attempt should be made to eliminate the large 
differences in the rates charged in the Gove~nment-owned lELPA and the 
privately-owned SEDAO service areas in Eritrea. 

The proposal that Government-owned monopoly-type public enter
prises should pay dividends may require · a raise in the tariff, but this is 
expected to be small and to have negligible effects on demand. 



TELECO.MHUNICATIONS 

SUMHARY AND CON CLUSIOOS 

The telecommunications services have expanded rapidly and have 
become well established since IBTE took them over in 1952. For example, 
the domestic services more. than doubled between 1963 and 1968. Previously, 
the urban services predominated and the inter-urban and international 
services tended to be of poor quality and were unable to meet demand. 
For these reasons the main objectives of the TFYP are to increase the 

--capacity of inter-urban telephone stations, extend the facilities to the 
developing and populated provincial areas which were neglected in the 
past, and improve and expand the international system, while satisfying 
the expected slightly lower growth rate of the urban system. 

The growth of demand in 1968 was slightly below the target 
possibly due to the general decline of economic activity in that year. 
Demand recovered in 1969 and there is every hope that the plan targets 
for the TFYP will be achieved. Supply is keeping pace with demand but 
if supply is not to fall behind, the services -must continue to be expanded 
without any break after the TFYP ends. 



HEALTH AND ~TATER SUPPLY 

SUMMARY AND ·coNCLUSIONS 

Health in Ethiopia suffers from all the disadvantages that are 
common at an early stage of economic ang social development. However, 
since the majority of the population live in the highlands, the impact of 
some tropical diseases is less severe than in many other countries. The 

· first medical and health services came with the establishment of the 
Ministry of Public Health (HPH) in 1948. In the earlier years the ser
vices concentrated in the urban areas and on curative measures; but later 
they extended to the rural areas and also covered preventive measures. 
There are also some hospitals and clinics run by private organizations, 
foreign missionairies, and the Haile Selassie I Foundation. On the 
average, there are more than 60,000 people for one doctor (this conceals 
the fact that the ratio is 2,500 in Asmara, 3,000 in Addis Ababa and 
100,000-250,000 in the provinces); one hospital bed per 3,400; one regis-

.tered nurse per 40,000; and one birth in a thousand assisted by a trained 
midwife. The distribution of the services is very uneven, with most of 
the hospitals and specialized services concentrated in Addis Ababa and 
Asmara. 

The TFYP stresses malaria eradication and to a lesser extent, 
· the prevention of other communicable diseases; the basic health services 
are to be spread to new areas and are to be complementary with the malaria 
eradication program. Hospital construction is to be minimal; the Duke of 
Harrar Memorial Hospital in Addis Ababa is to be completed to provide a 
modern institution with 500 beds. Provision has been made to increase 
the flow of trained medical personnel, and also for the supply of safe 
water to many urban and rural areas. 

For the malaria eradication program the country has been 
divided into four types of areas called A, B, :c and D. TFYP aimed at 
completing 'consolidation' in A areas, starting 'attack' in B areas, 
completing 'preparatory' work in C areas, and starting preparatory in 
D areas. In the first two years of TFYP· the shortage of funds slowed down 
the program. It is now uncertain whether all the',A' areas can complete 
the consolidation phase during the TFYP. In early 1970, the Government 
decided to restrict the program to 'A' areas only and to some specific 
regions in B and C areas where development projects will be launched. 

The basic health services program envisages the strengthening of 
provincial hospitals, building 56 new health centers and 410 new health · 
stations. Progress so far has been very slow. Only 3 health centers and 
14 health stations were completed in 1968/69 fiscal year against the targets 
of 14 and 70 respectively. The . 1969/70 fiscal year provides for 1 0 centers 
and 92 stations but it is doubtful if as much as one-third of these will 
be built. Scarcity of funds has been a cause but the lack of contractors 
in the small contracts in remote areas are mainly responsible for the lack 
of progress • . The operation of the basic health services suffered from the 
scarcity of ·funds; disbursements have been slow, and the budget squeeze had 
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a serious effect on the health services. The scarcity of funds also affected 
the completion of the large Duke of Harrar Memorial Hospital. The cost of 
this project is so high in relation· to available resources for health that 
other important health schemes will have to be delayed. 

The Medical Faculty of the Haile Selassie I University and the 
Gondar Public Health College (PHC) produce trained medical personnel. The 
former runs a 7-year M.D. degree course, and the latter runs a 4-year B.S. 
degree course. PHC also trains nurses, sanitarians, and laboratory 
assistants. The products of PHC are used by the Ministry of Public Health 
in the provincial hospitals, health centers and health stations. The 
training of personnel is proceeding satisfactorily, but the slow progress in 
building new health centers and stations poses a problem for the use of 
such trained manpower. 

A modern water supply system exists in only four towns .: Addis 
Ababa, Asmara, Debre Zeit and Harrar. None of these systems can cope with 
the demand; even in Addis Ababa the residents often experience water 
shortage. The Addis Ababa Municipality has just completed a dam at Lagadadi 

·reservoir with a purification plant and a pipeline to the city, but the pro
ject will not be of maximum benefit until the distribution system within 
the city is improved. The Bank has made a grant for a feasibility study 
and preliminary engineering for such a project. Besides the four towns 
already mentioned, there are small water systems in 25 towns, all of which 
require improvement. Germany has financed feasibility studies for 20 water 

· supply systems, and has agreed to finance the construction of 8 systems; 
negotiations for 7 more systems are underway. 
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Area: 4 70,000 square miles 
r · 

~ation (1970): (2~ Zll1uon . 
Rate of Growth: 2 .1% per annum 
Population density: 53 per square . mile 

?oli tical Sta. tus: Imperial Sovereignty 

Gross Dorr.estic Product at Current Factor Cost (1969): Eth $3.8 billion 
Jwione£:uy: Eth $2 .1 billion 
Non-monetary: Eth $1. 1 billion · 

GD? Per Capita (1969): ~ 
- . -:. ~ 

- ?.:~ te of G~Ol·rt_h ~f GDP - . , . . . . . .. l965-69 

. . 
. ..,. -;:.J· .; '.:) /01. • ~ ; • 

t Total ... ~ 
l'one~'-lry ·. ~ 

1961-65 

4.4% 
1.5% 
1.7% 

t. 

~-

Non-moneta1y 1.9% 

?t"rccnt of GDP (Current prices, 1969): 

· · Agricultural activities 
· Hilling, }fanufacturing, Construction 

and Po1;er 
Trade, - Con~unication, Ba~king, 

and Insurance 
General Government, Education, 

and Health 
Other services 

~3lment and ~vings 

~ .... - . .: 4 • • -

Gro~s Fixed Investment (% of GDP) 
Gt'Oss Fixed 1'1onetary Investment 

(% of Honetary GDP) . 
_Gror,3 Do:T:.estic Savings (% of GDP) 
Gro:;0 Honetary Dome.stic Sav.in~ 
,. (% of l·bnetary GDP) o 

_.,.! t l:"'1f.'Orts of Goods and Non-factor 
. Services (% of GDP) 

'' et r-·~ctor Payments Abroad (% of GDP) 

$8.5 

1.3.$ 

12.3 

. 7.9 
7.8 

1~69 

1.3.6 . 

19.3 
12.9-

18.0 

0.7 
0.5 

1965.a69 

13.4 

18.5 
11.1 

15.3 

2.3 
. 0.3 

·r.·. ,· 

. ·;·t .. · 

\ 
\ 
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Central Government ·apo rations · 
...,.__.,._,_._,_ :ta: .,...._ T Lo-........ -~-

Current Revenues 
. Current F'u<:pen di tures 

Current Surplus 
Capital Expenditures 
Budget Deficit 
Foreign Aid (gross) 
Repayment of Loans 
Net Foreign Aid 
Cash Deficit 

External Public Debt 

Total Outstanding 
·Net of Undisbursed 

- 2 

. 1965/69· .. ·.- .. 196 3/6h . : ' ' 
·-u·nllion Eth$] 

. 392.2 
361.8 
30.4 
6h.7 
Jh.J 
23.6 
2h.O 
-0.4 
3h. 7 

. • . ... 

272.5 
235.3 
37.2 
61.4 
24.2 
26.4 
7.6 

18.8 . 
5.4 

' December 1968 
'U~Tillion US$} 

Total Debt Service (1968) . 

231.6 
135.3 
16.2 _ 

Debt Service as % of Foreign Ex: change Earning (1968) _9.3 

M:>ney and Credit 

Y.-oney 
Time and Savings Deposit 
Money and Quasi-money 
Foreign Assets (net) 
Claims on Government (net) 
Claims on Private Sector 
Other Assets 

~ . ,, ·-

Balance of Payments ~ 

Merchandize Exports f.o.b. 
Merchandize Imports c.i.f. _ 
Net Invisible -

of whidh lnvestment income 
Curre~t Account Balance 

(before transfers) 

Commodity Concentration of Exports 

Coffee - _. 

foreigg Exch~ge Reserv~~ {December 1969): 

ll1F Position ------·-
US $19 million 
None -

Ehd 1969 Ehd 1965 
(l1illion Eth$)- · 

. 431.7 
·150.0 
581.7 
180.8 
119.5 
324.8 
33.3 

350.1. · . . - --... : 
71.4 

. 421.5 
2lL.3 
47.0 

193.5 -
43.5 . -· 

1969 . . .1965 . 
-ll'-ti.llion Eth$} 

. . 

301 292 
388 376 
37 9 

-20 - 9 

-50 -75 - -· 
. . 

1969 1965-69 
-· 

58% 58% - . 

US $72 .L. million = 9z months' 
imports 

. · ··-

. l 
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Population: 23 mill ion (est.) 
Capital: Addis Ababa 

, . - F \ l E.h~istians inhabit the highlands and the Moslems 

Ethiopia is bounded on the north by the Sudan 
and the Red Sea, on the east by the French Territory 
of the Afars and Issas (former French Somaliland) 
and the Somali Republic, on the south by Kenya, and 
on the west by the Sudan. The area totals about 460,000 
square miles-roughly equal to the combined areas 
of Texas, Oklahoma, and New Mexico. fhe capital, 
Addis Ababa, has a population of more than 500,000; 
Asmara, Ethiopia's second-largest city, has approxi
mately 150,000 inhabitants. 

The dominant feature of the topography is the 
high central plateau, varying from 6,000 to 10,000 
feet with some mountains over 12,000 feet, which 
is cut by numerous rivers-notably the Blue Nile 
rising from Lake Tana-and is split diagonally by 
the Rift Valley. The elevation of the two halves 
of the plateau is generally highest just before the 
point of descent, via precipitous cliffs, to the Rift 
Valley. The transition to the lowlands of the Sudan 
on the west and the Somali- inhabited plains to the 
southeast is accomplished by generally more 
gradual slopes. 

The climate is temperate o~ the plateau and 
hot in the lowlands. In Addis Ababa and Asmara 
both at approximately 8,000 feet, maximum tern~ 
perature is about 80° F., and the minimum tem
perature about 4r F. The weather is usually 
sunny and dry with some intermittent showers 
occurring l;>etween February and April, and the 
"big rains," beginning toward the end of June 
and ending by mid-September. 

The Ethiopian flag has three horizontal stripes 
of green, yellow, and red from top to bottom, with 
an orange lion carrying a cross superimposed in the 
center. Various traditions hold that the tricolor 
represents the Trinity, colors in a rainbow three 
majo_r sections of the country, or faith, ho~e, and 
chanty. 

THE PEOPLE 

and pagans inhabit the coastal and lowland areas. 

HISTORY 

Ethiopia is a Christian kingdom which has ex
isted for centuries in the highlands of East Africa. 
Herodotus, the Greek historian of the 5th century 
B. C., described Ethiopia in his writings. The 
visit of the _Queen of Sheba to Jerusalem is re
corded in the Old Testament, and the ruling house 
of Ethiopia is said to be descended from Meneli.k I 
the son of King Solomon and the Queen of Sheba: 
Christianity was introduced in the 4th century by 
missionaries from Syria and Egypt. 

The modern history of the country is generally 
considered to begin with the reign of the Emperor 
Menelik II (1889-1913); under whom the kingdom 
began to emerge from its medieval isolation. Upon 
Menel-ik's death his grandson, Lidj Yassu, succeeded 
to the throne. In 1916, Menelik's daughter Zauditu 
became Empress, and her cousin, Ras Tafari Makon
nen, was proclaimed her heir and successor. The 
Empress died in 1930, and on November 2 of that 
year Ras Tafari Makonnen, adopting the throne name 
Haile Selassie, which means "The Power of the 
Trinity, " was crowned Emperor. 

The reign of Haile Selassie I was interrupted 
in 1935 by the Italian invasion and occupation. 
He took his cause to the League of Nations, and 
when that organization failed to respond to his 
plea for assistance in accordance with the princi
p1e of collective security, he was forced into exile 
and went to England. On May 5, 1941, exactly 5 
years after Italian occupation forces had taken over 
Addis Ababa, the Emperor reentered the city at the 
head of his resistance forces and with British 
troops, which had fought their way into Ethiopia 
from the Sudan. 

GOVERNMENT 

._ The Government of Ethiopia is a constitutional 
The population, estimated to be around 23 mi1lion. hereditary monarchy. Ethiopia's first constitution 

is of a mixed character with Semitic and Cushitic was promulgated by the Emperor in 1931 and a re-
language-speaking peoples predominating. More than vised Constitution was promulgated in 1955. Al-
40 different tribes and peoples are represented, the though the revised Constitution provides for a Sen-
most numerous of which are the Amhara, Tigreans, ate and Chamber of Deputies, sovereignty is vested 

.. and Ga lla . ..It i s estimated tha t abo.ut. 40 pe r cent ;of ···F .in ·th.e ::person · .,of · ·the .:·Emperor y· ··Who has s uprem e 

. the ,people -are ~Christians-.the . -.:Ethiopian ·-orthodox: ' ·. ;authority ·,.and ··.coinbhres the .. powers and duties of 
< :Chur..ch · .has ·' iong ·And ·clo s e ties with the Coptic · ·chief of ·state '"and hea d of . .government . Members 

· Church-but there are also an equally la r ge Moslem ofthe Senate a re appo inted by the Emperor, but mern-
population and a number of pagans . In gener al, the bers of the Chamber of Deputies are elected. The 

---- ------ ------ ... --
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third nationwide election was held in the summer of 
1965. There are 125 Senators and 250 Deputies. 

· Members are elected to the lower house, the 
Chamber of Deputies, by universal adult suffrage 
from candidates, male or female, who are Ethiopian 
citizens by birth and not less than 25 years of age. 
All candidates must be residents of their respective 
electoral districts. 

All Ethiopians by birth, regardless of sex, 
who have reached the age of 21 years are entitled 
to vote for deputies from . the electoral district 
where they reside. Elections are held every 4 
years. Voting is secret and direct. 

Members of the upper house, the Senate, are 
appointed by the Emperor for 6 years from among 
Ethiopians by birth who have rendered outstanding 
service to the country. A Senator's minim11m age 
is 35 years. The number of Senators shall not ex
ceed one-half of the total number of Deputies. 

Both houses are in session from November until 
June of the following year. 

The Prime Minister and members of the Councii 

ment of the governmental structure and internal 
administration; (2) the improvement of economic 
and social conditions within the country; (3) the 
adherence to the policies of nonalinement and the 
right to judge each issue on its merits; (4) sup
port of the United Nations and the principle of 
collective security; and (5) progress toward Afri~ 
can unity. 

POLITICAL CONDIT IONS 

In 1961 the Emperor established various com
mittees to recommend judicial, economic, and other 
reforms, from which progressive legislation in such 
fields as legal codification, public administration, 
and trade union organization has resulted. In spring 
1966 the Emperor granted additional powers and 
responsibilities to the Prime Minister, including the 
authority to nominate his Cabinet. There are no 
p~litical parties in the country. 

ECONOMY 
of Ministers are appointed by the Emperor. The 
Council of Ministers is responsible to the Prime 
Minister and not to the Parliament. Moreover, 
ministerial appointments are not subject to parlia- Ethiopia's economy is preponderantly agricul-
mentary approval. The day-to-day administration tural, with some 90 percent of the population en-
of the Empire is conducted by the Council of Minis- gaged in farming or the raising of livestock. The 
ters, which is presided over by the Prime Minister. country is largely self-sufficient in agricultural 

Certain of the functions usually performed by a produce, except for cotton, although cotton cultiva-
cabinet in forming Government policy are carried tion is · creasing rapidly. 
out by the Crown Council, a traditional institution ffe ·s Ethiopia's major product, constituting 
composed of the Crown Prince, the Archbishop of 50 P rcent in value of exports. Many of the 
the Ethiopian Church, the President of the Senate, t s grow wild, although plantation coffee 
and other dignitaries the Emperor designates. The is becoming increasingly important. Most of the 
Crown Council is convened from time to time by coffee is exported to the United States. Ethiopia 
the Emperor to consider important policy measures. is a member of the International Coffee Organiza-

The revised Constitution provides for the sue- tion. 
cession to the throne by the eldest male son. Pre- Cattle and good grazing lands are plentiful, 
viously, in the absence of a clear rule of succession, and, next to coffee, cattle-raising probably has the 
several claimants to the throne have been known to greatest economic potential. Hides, skins, and 
appear on the death of an emperor, with civil dis- meats are exported at present only in modest 
order as a result. Emperor Haile Selassie's oldest quantities, but with proper management this trade 
and only surviving son, Asfaw wossen, is the Crown could become highly important. Oil seeds and oil cakes, 
Prince and heir apparent. fruits and vegetables, spices, chat (a stimulant), 

The Constitution provides for a Supreme Imperial and civet (used in perfume), also figure in Ethiopia's 
Court. A system of courts had already been es- export trade. 
tablished by the Administration of Justice Proc- Some gold and a little platinum are mined in 
lamation of 1942. Judges are appointed by the Ethiopia. Industry is limited largely to the pro-
Emperor. The revised Constitution of 1955 makes cessingof local agricultural products and the manu-
no provision for judicial interpretation of the Con- facture of items for local consumption-cement, 
·stitution or for judicial determination of the con- paper, bricks, shoes, glassware, and textiles. A 
stitutionality of laws, proclamations, and decrees. large potash deposit in northern Ethiopia is under 

The status of federation between Eritrea and development. 
Ethiopia, established by resolution of the U.N. The Empire has two seaports of its own-Assab 
General Assembly in 1950 and effected on Septem- and Massawa-and also uses the port of Djibouti in 
ber 15, 1952, by decree of the Emperor, was dis- the French Territory of the Afars and Issas. 
solved on November 14, 1962, when the Eritrean Djibouti is connected with Addis Ababa by rail, a dis-
National Assembly voted for union with Ethiopia. tance of 500 miles, and there are all-wea~her roads 
Eritrea is now a province of Ethiopia. to both Assab and Massawa. Asmara is connected 

The 14 provinces of the Empire are adminis- with the port of Massawa by rail as well as by road. 
tered by Governors-General appointed by the Em- Total all-weather road mileage is about 4,000 miles, 

. peror. but only about a third of this distance is asphalt sur-
.. -· -,. ·'The primary -objectives cof the Ethiopian· G-overn- -~Ja.c.ed, !. lnter.hal surface t.ranspo.rtation:thus· .. :remains 
· ·:ment .. mighL be - ~a:id to ''inClude: · (1) the ·imprcn~e- · · .. , ... ··one ·of'Ethiopia'.s:most :.seribus :problems. · 

3 



.. •: 

I 

~I 

I 
i 

. l 

! • 
f 

' . 
I•. 

• Ethiopian Airlines, an air transport company 
owned by the Ethiopian Government and operated 
under a contract with Trans World Airlines, serv
ices more than 30 domestic airfields and has inter
national jet services to Germany, Greece, Italy, 
Spain, the United Arab Republic, Lebanon, Sudan, 
India, Pakistan, and East and West Africa. Effi
ciently run and with an impressive safety record 
during its more than 22 years of operation, it also 
overhauls and maintains aircraft belonging to na
tional airlines in a half-dozen nearby countries. 
Ethiopian Airlines has been a major factor in 
Ethiopia's development. 

Ethiopia depends upon external sources for a 
large part of the foreign exchange needed to carry 
out developmental programs. Such aid has come 
from the International Bank for Reconstruction and 
Development, the U.S. Export-Import Bank, the 
Agency for International Development and its prede
cessors, as well as from Great Britain, West Ger
many, Sweden, and a number of other sources. In 
July 1959 Ethiopia accepted a $100 million credit 
offer from the Soviet Union of which only about $30 
million has been utilized. U. S. economic aid to 
Ethiopia, which commenced in the early 1950's, 
reached a total of over $200 million by the end of 
196 7. The Peace Corps has been assisting Ethiopia 
since 1962, mainly in the fields of secondary educa
tion, teacher training, public health, rural develop
ment, and at the Haile Selassie I University. 

The official currency is the Ethiopian dollar. 
It is valued at U.S. $.40 (Ethiopian $2.50 =U.S. 
$1.00). 

FOREIGN RELATIONS 

signing of the Treaty of Amity and Economic Rela
tions on September 7, 1951. On May 22, 1953, 
two agreements were signed. One was the Mutual 
Defense Assistance Agreement, by which the United 
States agreed to furnish Ethiopia with certain mil
itary equipment for its internal security and to 
train the Ethiopian Armed Forces in the use of 
this material. The second agreement regularized 
the existence and operations of the U.S. Com
munications facility (Kagnew Station) at Asmara. 

In May 1954 Emperor Haile Selassie first visited 
the United States and made a goodwill tour of the 
country. Vice President Nixon visited Ethiopia in 
March 1957 and Vice President Humphrey visited 
the country in January 1968. The Emperor made a 
second, week-long state visit in October 1963. In the 
following month he returned briefly to Washington 
to attend the funeral of President John F. Kennedy . 
The Emperor also made an official visit to the United 
States in February 1967. 

U.S. POLICY 

The primary objectives of U.S. policy with 
respect to Ethiopia include (1) maintenance of 
friendly, cooperative relations between the two 
countries, (2) encouraging and assisting the eco
nomic and social development of Ethiopia, and 
(3) supporting, through various programs, the efforts 
of the Ethiopian Government and the Ethiopian 
people to strengthen and unify their na~ion. 

PRINCIPAL GOVERNMENT OFFICIALS 

An ancient kingdom with a long tradition of in- Emperor-Haile Selassie I 
dependence, Ethiopia has not felt as strongly as Prime Minister, Minister of the Pen-AKLILOU 
some ·· other countries the tensions of nationalism Habte Wold 
so prevalent throughout most of the African Conti- Minister of Foreign Affairs-KETEMA Yifru 
nent. However, Emperor Haile Selassie has shown Minister of Finance-YILMA Deressa 
great interest in pan-Africanism and rose to the Minister of National Defense-Lt. Gen. KEBEDE 
forefront of the movement for African unity through Gebre 
his sponsorship of the Conference of African Chiefs Minister of Commerce and Industry-ABEBE Retta 
of State in Addis Ababa in May 1963 and his con- Minister of Interior-Dejazmatch KIFLE Irgetu 
tinued support of the Organization of African Unity Minister of Public Health-Bitwoded ASF AHA Wolde 
which resulted from the conference. Addis Ababa Michael 
is the seat of the Permanent Secretariat of the Minister of Justice-MAMMO TadeE"se 
OAU. Addis Ababa is also the site of the United Minister of Agriculture-GHIRMA TCHEW Tekle 
Nations Economic Commission for Africa (UNECA). Hawariat 

Ethiopia is one of the original signatories of Minister of Education-AKALEWORQ Habte Wold 
the U.N. Charter and has been active in that organi- Minister of Mines-Maj. ASSEFA Lemma 
zation. In 1951 Ethiopia dispatched a battalion of Minister of Information and Tourism-Dr. MINASSIE 
combat troops to help the U.N. cause in Korea, Haile 
and in 1960 provided troops to the United Nations Minister of the Imperial Court-TAFARRA-WORQ 
for service in the Congo. Kidane Wold 

U.S.-Ethiopian relations have long been ami- Minister of Community Development and Social 
cable, dating back to the first treaty between the Affairs-GETAHUN Tessema 
two state~ in 1903. After World War II the ties Minister of Communications-AMANUEL Abraham 
between the two countries grew steadily closer. Minister of Planning and Development-HADDIS 
This trend was exemplified by the signing on Alemayehu 
June 16, 1951, of a general technical assistance Minister of State of Public Works-Dr. HAILE 

. ,agreement which has .. p r ovided .the basis for .. the GIORGIS Workineh 
, .• numerous -proj·ects .. of : eccmmnic ;.·ae:ve;lopment ·.cur- · · _:;! Ministe r .. ufState .of ·.Posf.~ , .Telegraph and Telephone

.. · ·' . ~rently·, nde·r way.· '>or · .-equal · importanc-e . was the · · ' · · · S AL AH Hinit 
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)Iinister of State of Land Reform and Administra
tion-BELETE Gebre-Tsadik 

President, Chamber of the Senate-Lt. Gen. ABIYE 
Abe be 

President, Chamber of Deputies-TADESSE Taye 

Ethiopia maintains an Embassy in the United 
States at 2134 Kalorama Road, N. W., Washington, 
D. C. 20008. 

PRINCIPAL U.S. OFFICIALS 

Addis Ababa 
Ambassador-William 0. Hall 
Deputy Chief of Mission-Robert Yost 
Public Affairs Officer-John Anspacher 
Director, U. S. AID Mission-Roger Ernst 
Chief, Military Assistance Advisory Group (MAAG)

Brig. Gen. James Shepherd 
Peace Corps Director-Joseph Murphy 

As mara 

Consul General-Murray Jackson 
Commanding Officer, Kagnew Station-Col. George 

Hamer 
Public Affairs Officer-Nicholas E. Conduras 

The United States maintains an Embassy in Addis 
Ababa at Crown Prince Asfaw Wossen Street, and a 
Consulate General in Asmara at 32 Franklin D. 
Roosevelt Street. 
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ECONO IC BACKGROUND HIGHLIGHTS 

Facing the Arabian Penninsula across the Red Sea, the Empire of Ethiopia (including 
Eritrea since 1952) occupies an area in the eastern "Horn" of Africa about two-thirds again as 
large as Texas, with a 670-mile coastline. Its climate and topography are characterized by 
great variety and extremes. The high central plateau, with its abundance of arable land, is the 
country's economic heartland and main hope for future development. Here live the bulk of the 
population, engaged in a low level of subsistence farming and livestock raising, and here lie 
the principal urban centers. 

Generally independent since ancient times, Ethiopia does not share the problems of a 
colonial history common to most African countries. On the other hand, Ethiopia has emerged oniy 
recently from centuries of geographic and political isolation. Its rugged terrain and primitive 
transportation facilities not only cut off the country from the outside world but insulate 
various regions of the country from one another. Not until the 1930's did the country begin to 
be opened up with modern roads, bridges and telecommunications. A variety of social factors 
have ~so acted to retard the rate of economic development: diverse ethnic strains (Hamitic 1 

Semitic, Negro and mixed descent); religious divisions among the Coptic Christian, Muslim and 
pagan groups; sixteen languages with over 100 dialects; disparate cultural patterns and 
traditions. With the support of the Orthodox Church, the Amhara group has dominated a somewhat 
feudalistic and restricted society. Political power is vested almost wholly in the Emperor, 
with ministers directly responsible to the throne. 

The potential of the economy appears to lie mainly in the considerable possibilities 
for increasing the volume and variety of agricultural production and exports and for developing 
local processing industries, particularly for meat and other livestock products. The central 
plateau area, with its favorable climate, rainfall, rich soil and large areas of pasture land, 
could provide substantial amounts of food (especially grains and meat) for the world market. 
The agricultural sector now completely dominates the economy, contributing about 6o% of gross 
national product, providing nearly all exports and supporting 90% of the population. Land is 
lentifUl, but most of it is farmed in very small and uneconomic units as a result of the 
..dsting tenure system. Attempts to expand agricultural output are seri<?usly hampered by A. 

prevailing system of landlord-farmer relationships which gives little incentive to the tenant 
farmer to increase production. The State, the aristocracy and the Church are the major. 
landowners. 

As yet, Ethiopia has been unable to realize the possibilities for diversifying its 
agricultural production. The export sector is heavily dependent on a single commodity, eoffee~ 
which accounts for 55-60% of total exports. Other leading exports are oilseeds, hides -
and skins and cereals. Small q_uanti ties of a few ~nerals are being extracted, although the 
re~ently d~~covered large potash deposits are an important ~otential sourc~ of foreign exchange. 
Manufacturing, while gr~wing rapidly, is still a minor factor in the economy. 

One of the larger countries in Africa, Ethiopia has an urgent need for an extensive 
transportation network to integrate its economy. Other infrastruc~ure facilities are alsc 
l~cking and educational services are poorly developed (only 5% lit~rate) even by African 
standards. Only recently has Ethiopia -begun to make a serious effort at self-development. 
There is increasing recognition of the importance of agriculture to the economy and to the 
possibil1.ties for exploiting the great potential of this sector. The government is also 
demonstrating greater receptivity to internal reform. There has been legislation to improve 
the investment climate for . foreign capital; internally, ,institutional reforms have been under
taken in the areas of land tenure and public administration. Addis Ababa is also becoming a 
focal point for several important regional instituti?ns concerned with economic development. 

Revi s i on No . 236 
March 1970 2 A.I.D. (ppc/SRD ) 

.) 



SU ARY OF BASIC DATA· 

NATURAL RESOURCES 

.ltLIMA.TE AND TOPOGRAPHY Terrain is highly varied and includes ~oniTerous forests, deserts, 
lakes, and dense :·j_ungle.s;_ altitudes range from 380 ft. below sea -. 

level to over 15,000 ft. above. Two high central plateaus covering about half the area 
contain most of the population and most of the principal cities. With a generally temperate 
climate, rich soill sufficient rainfall for · production of a wide variety of crops, and with 
large areas of good pasture land, the plateau area is the heart of the country's economy. 
Surrounding the central p~ateaus are lowlan~s, _for the · mos~ p~t hot .and -~~~· -

AREA •••••••• ~.............. !!:.Ig,ooo sq. mi~: ' ~q_ual __ 1o. Texas~ )few Mexi~Q an~ Okl~qrga. conibined. 
llm!CULTUBAL LAND •••••••••• ·. ~J:l:._)of are~ . _( ~ul ti vat_~~.~ .ll~i . xn~adoys at:l~ pastures 1_ ~b'f) i _9_; acres 

per · ca~i~a {ay~ . less d~~t. ~e~~ 3.acr~s)~ . Plentiful .rain and rich 
"iand provide important crop and livestock potenti8l~ · 

MAIN CROPS • • • • • • • • • • • • • • • • • Mainly food, especially cereals ( teff, ~h~)>rfncipal ·. one, and barley, 
_ ~2rgh~'- .CC?rn and wheatJ. Coffee the ma~n cash crop) accounts for 

about 60% of total .. eJei>ortl? z .followed by hides and skins, 10~ !>I\incipa.I inaustrial crops are 
sugar cane., c~tton, Koba:_ .. (~ .fibe~J.~_ and to~tJ.cco. · 

LJVESTOCK •••••••••••••••••• ·Very large livestock population. Hides and skins are. seconn-largest 
expor~. Meat and animal ._products represent great expor-c po-r.ential.-· · 

FORESTS •••••••••••••••••••• Only 71o of tota:J.: .are~L most of whtg!L_i.§_ :f)le~ _~ood. Production of 
saw logs and pole timber is on the increase. Also, considerable 
amounts of natural gums and ~esins. 

FISHERIES • • • • • • • • • • • • • • • • • • Rich resources . Qf the Red Sea, . riy~~s and lakes:· Exploitation 'now 
on Planri~d. s~~;l~ ~nd processing_ Pl.aD:t.Ji..ha.~~-1luift. . 

MINERALS • ." ••••••••••••••••• . Mainly gold, platinum, salt and anhydrite• Also smaller amounts 
of iron ore, manganese ore, sand and talc. Large potash reserves 
found and new salt·outcrops also discovered. 

FUELS •••••••••••••••••••••• ·Norie of ~gnificance other than wood. Agricultural and pastoral 
~~Q~gmy - ~e-~p~ -~.n.e~gy requirements small., · The $40. million . Sovfet

financed oil refinery was ina\l~r!lte4 ~pril 1967 and:--w~ll meet the C9Untry's demand for oil, 
and· wf"il also assure the export.· bf :oil." . . . . . 

RIVER RESOURCES ••••••••• : • • ··of extensive · rivers and ·.lakes, oni.y Lake Tana and 70 miles ··of the 
~~o -~iver (to _Sudan border) ·are naygaQ~e. Rivers ~rovide .grea~ 
powe~_potential. · 

DISTRIBUTION of GDP • • • • • • • • Agric~yure, f~~es_try __ and fishing, 58%; manufacturing, %; trade
finance, B<{o; construction, 6%; public administration-defense, 51o; 

. HUM~N RESQ.URCE-S transport-comrnerce-utilitie~, 4%; ot£!.~r _{_inc_l. s~rvices), 10%; 1967. 

POPULATION ••••••• , • • • • • • • • • . ~4_.B · milJ,iQP_,_.mi.Q.~ l969~· 

Annual Growth •••••••••••• 2.3<{o. _ 
Density • • • • • • • • • • • • • • • • • • ·53-'Per sq. mi. There is no problem of population pressure. 
Concentration • • • • • • • • • • • • Ih--1907, "92o/t;of pop. li vea fn-rtira:I-·areas-; Targe-zy·-concentrated . 

on the cemtrai plateau; and~ ~_%. ... d.n urban a!_ea~ z.. ID?.-:!:nl_y cities in tne 
plateau a~ea, and in ports along the Red Sea. Population of Addis
·Ababa is 644.190 ·· ,Asriia.ra 1J~l.5oo ,arur-Drre-na.wa 50~700 (l9.6_i) .. · -· 

Internal Migration • • • • • • • Little migration from ruraJ- . ?reas _to c:l. tfes. . 
The People~ •••••••••••••• The Amhara- of ·the central highlands (the most prominent in govern-

ment) and the T.igreans to the no:rt[l, are of mixed Hamitic. and Semitic 
origin, and constitute about a third of the population. The Gallas, a Hamitic people, account 
for 5o% of the population and are mainly in agriculture. Over 50%-or tne popUlation .is under 
2o years of B:g·e. · · · - · 

Religion ••••••••••••••••• The Ethiopian Orthodox Church (Coptic Christian) is the established 
church and has roughly half the population (nearly all Amharas and 

Tigreans and substantial numbers of Gal~as), and is. predominant on .the plateau. About 351o are 
Muslims ··in the southern highlands and .throughout the lowlands. Remaining 151o are Jews -and 
animists. · · 

Language ••••••••••••••··~ . Amharic is official language; English is widely taught ~n sehoo~ 
and is second :-offlcia.l language . · Gallas is also widely used. Each 

.. native langUage has -a large number of subgroups and dialects • . 
LABOR FORCE .• ~ . .. ................ . ·ove.:f; .. <JJ% of ,population and abcri.it- 90%<i(l8.b~r·. · force~ estimated a~ 
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SUMMARY OF BASIC_ D_ATA (CO ·T'D) 

HEALTH 
Life Expectancy 
Infant Mortality ••• 
Medical Personnel 

Health Facilities 

32 xears i!!_ 12QO_;_: 1J !t_S.! . 71 in .1997. . 
J.,62 deat~ ___ un_Q,~.±:._]._:ye~. p~r 1.000 Uve hll;:ths+- .u.s.· 650 in 1967. 
In .1965: 362 docto~s . , 1 :pe~ 62,700 ~: people~ u.s . . 650 in 1967. 

84 hospitals, 531 clinics, and 64' health centers. 9,317 beds, {1 per 
2,436 inhabitants). 

_j'•-,_ : -.:..:.. -

Diet ••••••••••••••• Average daily intake ·2,1go calories.· Populace has a standard diet which 
includes most elements needed :for good nutrition. 

Main Diseases 

EDUCATION 
Literacy . ••••••••••• 
Schools •••••••••••• 

Teachers 

Students ........... 

Tuberculosis, intestinal parasites, malaria, dysentery, typhoid a~d 
venereal disease are alljireva~~~~ : and widespread. 

Estimate(l~t @®t 2.1 of total_I>OE_ulation much hi.gher in ma.ior towns • . 
1967/68: 1,712 primary; 400 secondary; ~technical-vocational; lo 
teacher-training. _ 
1967768: 9;525-primary; 3,062 secondary; 533 technical-vocational; ll5 
teacher-training. · 

· l967/68: 452~457 primary; 71,4D7 secondary; 6,251 technical- vocational; 
1,816 teacher-training. &5 of the primary school-age children are in 
. schoo~. -

'1RANSP_ORT1 POWER & INDUSTR~ 

RAILROADS •••••••••••• A 490 mile, single track, meter gauge line connectin~ Addis Ababa with 
port Djibouti inAfars and Issas is 'principal transportation for 

:foreign trade. A 190 mile single track;. narrow gauge line in .Eritrea, connects- the port o:f 
Massawa with the capital city of A£mara and runs westward to Agordat. 

ROADS •••••••••••••••• 1968: 14,291 miies~ o:f which 3,955 impr~~ed -(l,097 . paved). Roads radiate 
:from Addis . Ababa a11.<LAs~r-~- t_o rooj_q_:r. ~rod\i~_ipg_ A:r.~aQ_,_and to the Eritrean 
ports of Assab and Massawa. 

MOTOR VEHICLES ••••••• -~~68: 34,~00 automobil~~L 7~650 trucks and buses. .. 
MERCHANT FLEET • • • • • • • 47 merchant vessels and over 100 dhows serve in Red Sea (1960). 
HARBORS • • • • • • • • • • • • • • Two seaports on Red Sea-Massawa and Assab in Eritrea. Most maritime 

connn.erce is now handled by port of Djibouti in :i\fars and Issas. 

AVIATION •• ·••••••••••• Two aicyorts in Addis Ababa acconnn.Odate jets, e.s do Asmara, Awash, and 
Harar Meda .• .. ~enty other airports have scheduled serVice :for smaller 

aircra:rt. Ethiopian Airlines provides an international serVice. 

i3~~ 76~- KW ·installed capacity in r967 an increase of 'ItJl/0 ove; 1966. 
M . illillion produced in· _. i96~, - ·i5 KWH per . ca

1
pita. 

ELECTRIC PCMER 

MANUFACTURING •••••••• Processed food is largest industry, followed ·closely oy textiles. 
. . Others are beverages (beer, wine, lemonade); building materials 

(cement, bricks, tiles); printing; wood; leather; chemicals (matches, soap, and paint). 

MINING •••• ., •••• ·•••••• Small output o:f' gold, platinum, salt, ·iron ore and mar\ganese ore. 

FOREIGN TRADE PATTERN 

EXPORTS •• ~ •••••••••• ~ G9:f'f~~ account~_ :for : aQQ~t 60% o~ the tot~ valu~ of eX£orts; hides and 
skins_l__Q~; oil_-~~edQ-~,!. ~AbQut .39_~ _o~ _ the ~xports £9 to the U.S. 

:followed by It~y, uK_.~_· Sal!c!f -Araiii~ and Ge~ . Qred. • . Rei>!..J"" tmproved highway transportation 
has played an important role in stimulating e~or~s, e~pecially of coffee - arido1fseeds~ 

IMPoRTS •••••• ~ ••••••• : Majo~ imports are manu!a~t~red ~~~~sL · machinery and transport equipment, 
· minera1. fuels and chemicals. Over 6(Yfo_9f :i,rn;p.<;>rj:;s ___ gol!l~ _trom Ita~y, 

Japan, United States; West Germany and the Communist blo-c. 
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, .... :. . . The "Japan Times" recently publj_ shed a 'statement to the effect that~ 
following the visit of a Japanese ec6nomic mission to Africa, the Government 

.. of Japan 1iould be prepared to ·partici.pate in. the co:ustruction of a t:::·ans·4 

.African higl'.luay from Kenya to Fi.'ger'ia:.- : .. :Ac·cording to the same source 5 Mr • 
. :N'jorogo I'·7ungal' the Kenyan Foreign Ninister, expressed ' the intention of 
· 'dic;cussine; the Japa:nase proposals vii th the. l'i igerian authoriti _es. -·--

.. ·. · ·. Mr. Robert Gardir1e r, ·the I~xectiti ve Secre tfl ... :C'y of the Economic 
·commission for Africa, ~elcomed the new~ all the more because the · 
development of p., trans..:.African higlnray io a subject that has long e!lgaged. 
the attent{on of ~CA experts. - · · 

As far back as 1964, at its . sixth session, ~CA adopted resolution 
114 (VI) uhich statecl~ runong_ other ~ thir1gs, that: 

"The T~conomic Com:TJission for Africa uas · conscious of the fact 
that the establishment of a trans--Sa,hara.n iink ·Has one of the 
essential. condi tio11s for the development of' the region and of 
the economic, political · and soci~l ties betwee~ the peoples of 
the cor!tinent, in accorclancn ~-Ti th the ir desire to achieve 
economic co-operation and to ~armoriize their plans frir 
d.evelopmer1t 11 • 

To implement t.his resolution, the Committee for Trans-Saharan 
Liaison 'Hrts s e t up to help the Governments of Algeria, Mali, Niger, 
and Tunisia to assess the economic factol'S invcl ved in the constTuct~on, 
if possible, of a North--South tran8-Sa hal' a n high,;:ray.. On the basis of · 
the Committee's findings, a project, ~he §~s1:L9.;~~~·~<!raE¥~.;:.~~h ~-I-~!!. 
HighHay, vras pre pared and the UNDP ma.do roo;)ol1Si ble fox' it. 'l1he 1-mrk v1as 
entrusted to ·the Polytl~ehna Company (Czechoslovakia.) · in collabo:r.'ation 
rli th the SAT}.'::C Comp a ny ( :F'r ance), and tho fe asibility s tud.y report b3.scd 
on t.he results of their inv(;:sti(Sa.tions sv.b!li i tted to the fou:r governments 
cor.tc erlled . .•1. 

---More---
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. ~ ··.T~·· finance .· the 2 ,"480 km." stretch of road, ECA is expected to. get in 
touch .rli th the African Development Ba.nk, ID.;DP and the · International Bank 
for Reconstl"uction and Development (IBRD) to see -rrhat the possibili.ties .are 

· of settilJ.g u.p a.n international group. or. consortiumc The cost is · . 
·estimo.tecJ. to be us~~ 86 miJ.lion and the -vrork i,flll take seve"n to" eight ye·ars. 
The experts estimate that by 1980 some . 200)000 tons of agricultural, . 
industrial arid p~trolei.un products viill be ·moving along the higtn;ay. 

. . 

. · Mr. Gardiner has decided to put ·the item on the agenda of the riext 
· m~eting of the Eiecutive C~mrnittee of ECA which is due to be held in 
Addis Ababa in October, to dra1-r the . Committee's attention to the 
opportunity .for regional development provided by the establishment of a 
trans-contin~ntal road . link. ·If the Japanese · project and the North
Sout4 project could be carried through iri t~e course of the second 
Development· Decade 5 in · the l·rords of Mr. Gardiner~ "the opening up of 
the heart . of~ Africa once referred to as the Dark Continent ,.;ould have 
begun". 
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