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I. Introduction  
 

Ethiopian Economics Association, in collaboration with USAID, has organized a Two-Day Policy 

Dialogue Forum at Ellily International Hotel, in Addis Ababa, Ethiopia. The Policy Dialogue 

forum took place from the 2nd -3rd of September 2022. The dialogue forum focused on four 

thematic areas: Political Economy of Ethiopia, Land Policy and Related Issues, Conflicts and Post-

Conflict Economic Recovery Options, and National Dialogue in Ethiopia. The participants of the 

dialogue forum were invited from different walks of lives including from the Ethiopian House of 

Peoples Representatives (HoPR), representatives of the federal and regional government officials, 

selected university presidents/vice presidents across the country, CSOs, and development partners. 

The forum centered on recent scientific studies undertaken by senior researchers of the fields. The 

main objectives of the forum were to create a space for dialogue and bring stakeholders together 

and discuss on the four issues stipulated above. The outcome of the dialogue is believed to be used 

as an input for the policy makers.  

 

Such a forum is, therefore, crucial for Ethiopia; and making such a pragmatic dialogue which is 

supported by research would play a paramount importance to identify the root causes of the 

problems and suggest realistic solutions to the policy makers. Generally, it was believed that such 

a dialogue would give green light to policy makers to produce pragmatic solutions to the current 

socio-economic challenges.  

 

Ten invited speakers drawn from various corners of the country presented their research findings. 

In view of this, a total of over 200 participants from an assortment of stakeholders and concerned 

government officials around the country attended the forum. The purpose of this report is, 

therefore, to summarize the main points made during the dialogue forum. The topics discussed 

under theme 1 were macroeconomic instability in Ethiopia, costs and drivers of inflation in 

Ethiopia, and the removal of part of fuel subsidy in Ethiopia. Topics presented under theme two 

included the question of land ownership rights in Ethiopia, the evolving question of land tenure 

for sustainability in Ethiopia, and land certification and tenure security in Ethiopia. Presentations 

under theme three were a review work of the effect of the Russia-Ukraine war on the Ethiopian 

economy and the effect of internal conflict on the Ethiopian economy both of which could grab 



the attention of policy makers in the Ethiopian socio-economic and socio-political sector. 

Presentations under theme four included the role of national dialogue for peace building and 

political stability in Ethiopia and the role of civic society organizations for inclusive national 

dialogue in Ethiopia. 

II.  Session Two: Welcome Remarks] 
 

1. Professor Mengistu Ketema, the CEO of the Ethiopian Economics Association, 

delivered a welcome speech. Maintaining all the protocols of high level forum, Professor 

Mengistu, warmly welcomed the dialogue participants. In his welcoming speech, Professor 

Mengistu introduced the overall objectives of the forum and highlighted that EEA has been 

organizing such platforms for the last three decades. Professor Mengistu also added a brief 

background of EEA, the recent activities which the association is engaged in and activities 

accomplished by the association and activities underway.   

 

Fig. 1. The CEO of EEA while delivering a welcome speech 

 



2. Ms. Brittany Gleixner -Hayat, country representative of USAD, Ethiopia in her context 

delivered a brief message to the participants. In her message, Ms. Brittany focused on the 

importance of the topics of the policy forum for the ongoing peace building and inclusive 

dialogue, creating space for debate in the country.  Ms. Brittany further briefly explained 

about the expected outcome of the dialogue. She also showed USAIDôs interest to work 

with the EEA on agreed common interest areas of both institutions.  

 

Fig 2. Ms. Brittany Gleixner-Hayat, the USAD Ethiopia country representative, while delivering 

the message 

 

3. H.E Dr. Yohannes Ayalew, President of Development bank of Ethiopia, conveyed an 

opening remark of the dialogue forum as a guest of honor. In his opening speech, H.E. Dr. 

Yohannes Ayalew shared his views on the experience of such similar platforms and the 

importance of such high level policy dialogues. He further emphasized on the topics of the 

dialogue and their importance in identifying policy options. Dr. Yohannes underscored that 

Ethiopia is currently facing multifaceted macro and microeconomic problems and hence, this kind 



of dialogue is imperative to inform policy makers to come up with appropriate policy directives 

and curb the socioeconomic challenges that the society is facing.  

Indeed, Dr. Yohannes listed key macroeconomic challenges that the country is facing. He 

specifically pointed out problems of the contemporary Ethiopian Economy. Among these, high 

rate of general inflation, serious shortage of foreign exchange, domestic conflicts which destroy 

the physical, psychological and social capital of the country, and balance of payment problem were 

raised as the most important ones. Dr. Yohannes finally concluded his opening remarks by 

emphasizing on the role of the civil society organizations in contributing to the efforts of mitigating 

the observed problems in the country.  He added that all of these problems are timely and worth 

discussing during the forum. 

 

Fig. 3. H.E Dr. Yohannes Ayalew while delivering the opening speech,  

 

Dr. Yohannes further underscored that to alleviate these challenges, evidence-based research 

findings and policy recommendations are crucial. For this, Dr. Yohannes emphasized on the role 



of CSOs in producing empirical solutions and organizing such policy forums. Wishing a fruitful 

deliberation, H.E Dr. Yohannes, officially opened the dialogue forum.  

III.  Session Three: Thematic Area One 
 

 

4. Dr. Tewodros Makonnen, a senior Economist at the International Growth Center (IGC) 

Ethiopia country office, made a presentation on macroeconomic instability in Ethiopia. In his 

presentation, Dr. Tewodros highlighted the conceptual framework of his presentation and briefly 

discussed the background of Ethiopian Economy. During his presentation, Dr. Tewodros 

addressed quick points on the following specific issues in particular: measurement of 

macroeconomic instability, a home grown economic reform program, major macro tenets of 

reform, mechanisms of controlling inflation, removing financial repression as a reform and its 

consequential results, prudent fiscal policy with its reforms and consequential results, forex and 

balance of payment with its reforms and consequential results, the impact of COVID-19 outbreak 

on the observed inflation, and the impact of Ukraine-Russia conflict on the inflation which the 

country experienced.  

With the above particular points, Dr. Tewodros listed key variables which result in macroeconomic 

instability. These variables include inflation, external debt, and fiscal instance. He also highlighted 

that investment in Ethiopia was dominated by public sector investments mainly construction and 

trade. In response to this problem, the government adopts a Home-Grown Economic Reform 

(HGER). Generally, the causes and policy reform undertaken by the government in the HGER 

agenda was the focus of Dr. Tewodrosôs presentation.  

Dr. Tewodros stressed that exchange rate asymmetries, inertia in monetary effects, and supply side 

factors such as shortage of marketable surplus product, lack of proper vertical market integration, 

geographic dispersion, and political instability in the country in the last few years were the possible 

causes of inflation in Ethiopia. He further emphasized that bias in credit and forex exchange to 

state owned enterprises, and exchange and forex surrender requirements were indicated as a 

possible causes of inflation which create financial repression. 



He further underscored that, in order to contain inflation, the government has taken different policy 

measures including reducing money supply and financing of foreign debt through marketable 

treasure bills. Dr. Tewodros specifically remarked that the following reforms were made to address 

the problem: the national bank of Ethiopia (NBE) bill removed, reforms in banking sector, 

establishing capital market, and issuance of marketable treasure bills. As a result of these reforms, 

loan and advances to private banks have doubled, credit to private sector by commercial bank of 

Ethiopia (CBE) increased. 

 

Fig. 4. Dr. Tewodros Makonnen while presenting on Macroeconomic Instability in Ethiopia 

The other cause of inflation raised by Dr. Tewodros is Prudent Fiscal Policy which is potentially 

caused by wasteful public projects, inflationary financing of deficit, and debt distress especially 

non concessional ones. As a response to this particular problem, the government considered State 

Owned Enterprise (SOE), debt restructuring, and Treasury bill (T-bills) financing of deficit as 

reform measures. Dr. Tewodros mentioned that as a result of this reform, more than 200 billion 

birr has been raised through T-bills; some of the State Owned Enterprises (SOEs) like telecom 

were partly privatized; and the countryôs debt burden stands at 50% of GDP. 



Dr. Tewodros noted that forex and balance of payments were also the other observed inflationary 

problems. High parallel-official market rate difference and severe forex shortage were the main 

binding constraints raised. To ease the challenge, the government have taken reforms like speeding 

up of the exchange rate, build up reserves, move towards market based foreign exchange system, 

and promote exports, remittances, FDI, and tourism. Despite the effort taken by the government, 

Dr. Tewodros did not skip without mentioning the fact that problem of forex shortage, gap between 

parallel and official exchange rate still persists. He underscored that little progress was made 

towards market-based system; exports improved while balance of payment (BOP) is severely 

affected by multiple shocks.  

 

Lastly, the impacts of Covid-19 shock on BOP, service sectors (hotel and tourism) performances, 

remittances, and foreign direct investment (FDI) were highlighted and mentioned by Dr. 

Tewodros.  The internal conflict, which he mentioned as a very disruptive scenario, also severely 

affected FDI, loans, and grants. As a result, it heavily constrained the governmentôs budget and 

had a huge economic cost. In conclusion, the presenter noted that despite the major reforms 

undertaken by the government, the macro-economy has been highly unstable. 

In general, Dr. Tewodros concluded that despite a progress made in the economic reforms, the 

country has experienced a high macroeconomic instability. The presenter further concluded that 

the Ethiopian state of macro-economy has been slow and the countryôs economy has been unstable 

which has been stricken by various shocks facing macroeconomic imbalances. Therefore, 

weathering the shocks and sustaining the undoing holistic reform is pivotal. Dr. Tewodros still 

mentioned that if the above points are not jointly met, the country will not have a sustainable 

macro-economy.  

5. Dr. Degye Degye Goshu, a Research and Policy Analysis Director at EEA, made a presentation 

on costs and drivers of inflation in Ethiopia. His study employed both parametric and non-

parametric data analysis techniques. In his presentation, Dr. Degye specifically raised dynamics 

and challenges of inflation, top drivers and constraints, and the quest for transformation policies 

and price stability. Coupled with facts and figures on dynamics of inflation in Ethiopia, Dr. Degye 

briefly presented the conceptual framework and methodology. The result of the study indicates 

that Ethiopia was one of the 10 inflationary economies of the world and the 3rd inflationary 



economy in Africa next to Zimbabwe and South Sudan. Dr. Degyeôs study further indicates that 

the food price inflation covers 57% of the current inflation while non-food inflation shares 43% of 

the inflation in the country. This implies that the effect of welfare is paramount affecting the 

majority of the society.  

It was also mentioned by the presenter that the effect of inflation is disproportionately affecting 

the lowest quintile of the population.  Generally, in his presentation, Dr. Degye noted that the 

inflation in the country is mainly driven by: 

 

Fig 5. Dr. Degye Goshu while presenting on Costs and Drivers of Inflation in Ethiopia  



 

Structural f ormation of the economy: The service sector, which accounts for about 52.2% of the 

economy, is the dominant sub-sector of the countryôs economy. Agriculture and manufacturing 

sectors, on the other hand, are not growing with the rate that the service sector is growing, i.e. 

demand creating sector is growing more than the supply side of the economy. The typical feature 

of this subsector is consumption based and induces extra demand to the goods market that further 

worsens the price rise. Moreover, contracting industrial and manufacturing sector followed by 

contracting productive capacities are key for the soaring prices.   

Agricultural productivity:  Crop and livestock productivity and livestock holding are 

continuously contracting in per-capita terms.  

Money supply:  The gap between the increase in money supply and increase in GDP is widening. 

As money supply grows, monetary instability is negatively related. The continuous money supply 

exacerbated the inflation in the country. In addition, the high gap between the lending and 

borrowing interest rates contributed much. It was also observed that money supply growth in the 

country was unstable over the last three decades. 

Exchange rate policy:  The continuous depreciation of Ethiopian birr could not really help to 

promote export of the country. In other words, the presenter said that devaluation of the countryôs 

currency inflated prices. Dr. Degye underscored that Ethiopiaôs exchange rate is the most volatile 

in East Africa. This is justified by various indicators: 

o Real Effective Exchange Rate (REER) has been decreasing since 2010 

o There is a negative relationship between REER and foreign direct investment  

o Ethiopia is the 6th bottom African country in relation to export to GDP 

Exports: Ethiopia was one of the bottom African countries in export performance. The country is 

also exporting products that have high demand domestically creating supply shortage.  

Interest rate: There exists a high difference of interest rates between lending and saving. 

Tax policies: Ethiopiaôs international openness is too low and the country is among the top 10 

African countries with high tax rate on imported commodities. This makes the country to be one 

of the top import tariff rate in Africa. 



Economic and political transformation: Though the Ethiopian government is undergoing 

various economic and political reforms, various indicators in this regard are not encouraging. 

a. Transformation index of the country is about 2.6 which is interpreted as failed 

transformation, where political transformation is relatively better as compared to 

economic transformation; 

b. Declining rate of monetary stability following poor economic transformation index; 

c. Poor governance and structural constraints to control the price rise.  

Forex Reserve: continuous decline in forex reserve in the country.   

6. Mr. Kibour Genna delivered a speech on removal of fuel subsidy reduction in Ethiopian 

Economy. In his speech, Mr. Kibour noted that subsidy can be made at different stages of fuel 

supply chain: production, distribution. Kibour said that fuel consumption subsidy is usually made 

for consumers while production subsidy is made for fuel producers. In this regard, in Ethiopia, fuel 

subsidy is started during the imperial regime to help those in need says Mr. Kibour. He further 

noted that the most important question is whether a subsidy should be made on the production or 

final consumer price. In addressing this point, the speaker said that the main aim of subsidy is to 

reduce inequality. To this end, the current debate in Ethiopia is that the subsidy is not reaching 

those in need, the poor segment of the population. The argument is that subsidy should be made 

on productive sectors, and which is also environment friendly.  

 



 

Fig. 6. Mr. Kibour Gena while presenting on Removal of Part of the Fuel Subsidy in Ethiopian 

Economy  

Kibour mentioned the experience from other countries particularly the experience of France and 

Ecuador on removal of fuel subsidy which shows that it reversed their decision of removal of the 

subsidy due to public revolt. Mr. Kibour in his speech criticized that removing fuel subsidy 

contradicts with the initial objective of the subsidy.  He mentioned that it is better to hold a 

discussion with the public before removing the subsidy focusing on how to compensate those in 

need. In this way, he stressed on the importance of subsidy for the poor. Thus, the countryôs 

subsidy policy should better be reassessed again. 

IV. Session Four: Thematic Area Two  
 

7. Professor Belay Kassa made a presentation on the question of rural land ownership rights in 

Ethiopia. With this specific topic of presentation, Professor Belay addressed the following specific 



points: Access to Rural Land, Tenure Security, Land Registration, Agricultural Policies and 

Pastoralists, Large Scale Commercial Farming, and Polarized Debate on Land Matters. Prof. 

Belay in his presentation reviewed land tenure system that prevailed in Ethiopia during the three 

successive regimes (Imperial, Derg, and EPRDF). He pointed out that tenure security has been a 

serious problem in the country. Many used different expression to express the seriousness of the 

tenure security problem in the country. These include: Tenants of the State, Land to investors, 

Ghost Farmers and son and so forth. Prof. Belay mentioned that there is a common saying that 

óOne who controls the land, controls the societyô. That is why land has been a center of Ethiopian 

politics for over a century.  

 

Fig. 7. Prof Belay Kassa while presenting on the Question of Rural Land Ownership Rights in 

Ethiopia. 

Prof. Belay has also referred to the FDRE constitution article 40 (4) that talks about land 

distribution among the people of Ethiopia. However, there is no excess land for distribution among 

the people indicating the constitution is not in a position to address the problem. The study also 

indicated that the average land holding per household varies by region but the average land size 



per household is less than one hectare. This made majority of the youth to be landless as the farmers 

have no enough land to transfer to their children.  

Prof. Belay added that land redistribution was attempted in Amhara region during the Derg regime 

but challenged by the people. The same exercise was made in Amhara region in 1997 but it created 

a sense of insecurity among the community. In 2002, land holding certificate was started in some 

parts of the country to boost farmersô sense of land ownership. In the 2002ôs proclamation, it 

permits that leased land can be used as collateral for investors, but it does not say anything about 

this for smallholders. Land registration in pastoral areas of Oromia region in Borena zones was 

also made. But majority in other regions remain unregistered. In this presentation, Prof. Belay 

emphasized that there is a polarized debated on whether land should be owned by private or by the 

public. However, he made his point that one form of land ownership shouldnôt be the only option. 

He also highlighted that the current land property right in the country is contradicting with market 

economic system which the government is following. He stressed that there is also no strong 

economic reason for state ownership of land.  

8.  Professor Belay Simane also made a presentation on the Evolving Question of Land Tenure 

for Sustainability in Ethiopia. The study used different research works conducted on Choke 

Mountain and the state of the environment in Ethiopia. In his presentation, Prof. Belay Simane 

emphasized that land use has an irreversible environmental impact. Land use has many actors; it 

is multi-dimensional and highly uncertain and unpredictable. He has also looked at the 10 years 

development plan from land tenure security perspective. He raised that there is a mismatch 

between natural resource management and government policy. The increase in population is 

putting pressure on environment which necessitates to have a land use policy. Prof. Belay Simane 

also underscored that effective land use policy is a driver for sustainability. Food demand is 

expected to increase, and to meet this demand cultivation should increase by 60%. This implies 

that unattainable land use and population pressure are the main drivers of land degradation. He 

also noted that land use policies have not been fully implemented. 

 

 

 



 

 

 

Fig 8. Prof. Belay Simane while presenting on The Evolving Question of Land Tenure for 

sustainability in Ethiopia 

 

 

 

 

 

 

 

 

 

 

 






























