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Acronymsand Abbreviations

USAID The United States Agency for International Development
HoPR Ethiopian House of Peoples Representatives

CSOs Civil Society Organizations

CEO Chief Executive Officer

IGC International Growth Center

NBE National Bank oEthiopia

CBE Commercial bank of Ethiopia

SOE State Owned Enterprise

GDP Growth Domestic Product

BOP Balance of Payment

FDI Foreign Direct Investment

REER Real Effective Exchange Rate

EPRDF The Ethiopian People's Revolutionary Democratic Fron
ND National Dalogue

HGER Home Grown Economic Reform

EEA Ethiopian Economics Association



Introduction

Ethiopian Economics Associatipin collaboration with USAIDhasorganizeca Two-Day Policy
Dialogue Forum at Ellilyinternational Hotel, in Addis Ababa, Ethiopidhe Policy Dialogue
forum took place fromthe 2" -3 of September 2022. The dialogue foruocdsedon four
thematic areas: Political Economy of Ethiopia, Land Policy and Related Issues, Gantli€tost
Conflict Economic Recovery Options, and National Dialogue in Ethidpe.rticipants of the
dialogue forum were invited from different walks of lives including from the Ethiopian House of
Peoples Representatives (HOPR), representatives fifdbeal and regional gernment officials,

selectediniversitypresident&sice presidentacross the country, CSOs, and development partners.

The forum centered on recent scientific studies undertaken by senior researchers of tAdéelds.
main objective of the forum wer¢o create a space for dialogue and bring stakeholders together
and discussen the four issuestipulatedabove. The outcome of the dialogue is believduktased

as an input for the policy makers.

Such a forum istherefore crucial for Ethiopig andmaking such a pragmatic dialogue which is
supported by researclould play a paramount importance tentify the root causes of the
problens and suggest realistic solutions to the policy makeenerally, it was believed thatcu
a dialogue wald give green light to policy makets produce pragmatic solutions to tharrent

sociceconomic challenges.

Ten invited speakemdrawn fromvarious corners of the countpyesented their research findings.

In view of this, a total of ver 200 participants from an assortment of stakeholders and concerned
government officials arounthe country attended the forurihe purpose of this report is,
therefore, to summarize the main points made during the dialogue forum. The topics discussed
under theme lwere macroeconomicnistability in Ethiopia, costs andrivers of inflation in
Ethiopia and the removal of part of fuel subsidy in Ethiogiapics presented under theme two
includedthe question of land ownership rights in Ethiopia, ¢kelving question of land tenure

for sustainability in Ethiopiaandland certification and tenure security in Ethiog?aesentations

under theme three weeereview work of the effect of the Ruadikraine war on the Ethiopian

economy and the effect ohtiernal conflict on the Ethiopian economy both of whectuld grab



the attention of policy makers inthe Ethiopian soci@conomic and socipolitical sector.
Presentations under theme four included role of national dialogue for peace building and
political stability in Ethiopia and the role of civic societyganizationdfor inclusive national

dialogue in Ethiopia.

Il. Session Two: Welcome Remarks]

1. Professor Mengistu Ketema the CEO of the Ethiopian Economics Association,
delivered a welcome speechMaintaining all the protocols of high level forum Professor
Mengistu, warmly welcomed the dialogue participanis. his welcoming speech, Professor
Mengistu introduce the overall objectives of the forum and highlighted that EEA has been
organizing such platforms for the last three decaBesfessor Mengistalso added a brief
background of EEAthe recent activitieswhich the associations engaged in and activities

accomplishedy the associatioandactivitiesunderway.

Fig. 1. The CEOof EEA while delivering a welcome speech



2. Ms. Brittany Gleixner -Hayat, cauntry representative of USAD, Ethiopia in her context
delivered a brief messagéo the participants. In henessage, M®Brittany focused on the
importance of the topics of the policy foruior the ongoingpeace building and inclusive
dialogue, creating space for debate in the counttg. Brittany further briefly explained
about theexpected outcome of the dialogighe al so showed USAI DG6s

with the EEA on agreed commanterestareas of both institutions.

Fig 2. Ms. Brittany GleixnerHayat the USADEthiopiacountry representativewhile delivering

the message

3. H.E Dr. YohannesAyalew, Presidenbf Development bank of Ethiopiaonveyedan
opening remark of the dialogue foruas a guest of honoin his opening speecid.E. Dr.
YohannesAyalew shared his view on the experience ofuch similar platforms andthe
importance of suchhigh level policy dialogues He furtheremphasized on the topics of the
dialogue and their importance in identifying policy optiods. Yohannes underscored that

Ethiopia is currently facing multifaceted macro and microeconomic prolaedigencethis kind



of dialogue is imperative to inform policy makeoscome up with appropriate policy directives

andcurb the socioeconomic challenges that the society is facing.

Indeed, Dr. Yohannes listed key macroeconomic challenges that theryc@rfaicing. He
specifically pointedout problems of the contemporary Ethiopian Economy. Among thHagé

rate of general inflation, serious shortage of foreign exchange, domestic conflicts which destroy
the physical, psychological and social capitahefcountryand balance of paymeptoblemwere

raised as the most important on&s. Yohannesfinally concluded his opening remarks by
emphasizing on the role of the civil society organizatiom®mtributing to the efforts of mitigating

the observed problems in the countife added that all of these problems are timely and worth
discussingluring the forum

Fig. 3. H.E Dr. Yohannes Ayalewhile delivering the opening speech

Dr. Yohannes further underscored thatalleviatethese challenges, eviderbased research
findings and policy recommendations are crucial. For Bisyohannes emphasized on the role



of CSOs in producing empiricablutionsand organizing such policy forums. Wishing a fruitful

deliberation, H.EDr. Yohannes, officially opened the dialogue forum.

1. Session Three: Thematic Area One

4. Dr. Tewodros Makonnen, a senior Economist ahe InternationalGrowth Center (IGC)
Ethiopia country officemade a presentation onagroeconomidnstability in Ethiopia In his
presentationDr. Tewadros highlighted the conceptual framework of his presentation and briefly
discussed the background of Ethiopian Economwring his presentationDr. Tewadros
addressed quick points on the following specific issues in particular: measurement of
macroeconomicnisbility, a home grown economic reform program, major macro tenets of
reform, mechaisms of controlling inflationremoving financial epression as a reforand its
consequential results, prudent fiscalipy with its reforms and ansequential results, forex and
balance of pyment with its reforms and consequential results, the imp&OMD-19 outbreak

on the observedflation, and the impact of UkrainRussia conflict on the inflation which the

country perienced.

With the above particular pointSy. Tewadroslistedkey variablesvhichresult in macroeconomic
instability. These variables includeflation, external debind fiscainstance. He also highlighted

that investment in Ethiopia was dominated by public sector investments mainly construction and
trade In response to this problem, tigevernment adopta HomeGrown Economic Reform
(HGER). Generally, he causes and policyfeem undertaken by the government in the HGER

agenda was the focusbf. Tewodro s 6 s pr.esentati on

Dr. Tewadros stressed thakchange rate asymmetrj@gertia in monetary effects, and supply side
factors such as shortage of marketable surplus prode&tpf proper vertical market integration,
geographic dispersion, and political instability in the country in the last few years were the possible
causes of inflation in Ethiopidde further emphasized thaiak in credit and forex exchange to

state ownedenterprises, and exchange and forex surrender requirements were indicated as a

possible causeof inflation which create financial repression



Hefurtherunderscored that, in order to contain inflation, the governtrestakemifferent policy
measuresricluding reducing money suppbnd financing of foreign debt through marketable
treasure billsDr. Tewadrosspecifically remarked thalhé following reforms were made todrdss
the problem:the national bank of EthiopiaNBE) bill removed, reforms irbanking sector

establishing capital marketnd issuance aoharketable treasure bills. As a result of these reforms,

loan and advances to private banks have doubled, credit to privatelsectonmercial bank of
Ethiopia CBE) increased
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Fig. 4. Dr. Tevodros Makonnen while presenting btacroeconomic Instability in Ethiopia

The other cause afflation raised byDr. Tewadrosis Prudent Fiscal Policy which is potentially
caused byvasteful public projects, inflationary financing of defi@nd debdistress especially
non concessionanes.As a response to this particufaoblem,the government consider&date
Owned Enterpris€¢SOB), debt restructuring, an@ireasury bill(T-bills) financing of deficitas
reform measurs. Dr. Tewadros mentioned &t & a result of this reform, more than 200 billion

birr has been raisettrough Fbills; some ofthe State Owned EnterpriséSJES) like telecom

were partly privatizedand t he countryédés debt burden stands



Dr. Tewadros noted thafforex andbalance of pymentsvere also the other observed inflationary
problems High paralletofficial market rate difference and severe forex shortage were the main
binding constraints raised. To ease the challenge, the goverhavertakemeforms like speedm

up of the exchange rate, build up reserves, move towards market based foreign exchange system
and promote exports, remittances, FDI, and tour3espite the effort taken by the government,

Dr. Tewadros did not skip without mentioning the falcatprodem of forex shortage, gap between
parallel and official exchange rate still persisi® underscored thaittle progresswas made
towards markebased system; exports improved whielance of paymentBOP) is severely

affected by multiple shocks.

Lastly, the impacts ofovid-19 shock on BOP, service sectors (hotel and toun@riprmances,
remittances and foreign direct investmentFDI) were highlighted and mentionedyy Dr.
Tewadros. The internal conflict, which he mentionad avery disruptivescenarigalsoseverely
affected FDI, loans, and grants. As a result, it heavily constrained the govedngnalget and
had a huge economic cost. In conclusiadhe presenter noted thdespite the major reforms

undertakerby the governmenthe macreeconomyhas beetighly unstable.

In general Dr. Tewadros concluded that despite a progress made in the economic reforms, the
country has experienced a high macroeconomic instabilitg. presenter further concluded that

the Ethiopian state of macemc onomy has been sl ow and the coun
which has been stricken by various shod&sing macroeconomic imbalanse Therefore,
weathering the shocks and sustainihg tindoing holistic reform is pivotadr. Tewodros still

mentioned thatf the above points are not jointly mehe countrywill not have a sustainable

macreeconomy.

5.Dr. Degye Degye Goshwg Research and Policy Analyflgector at EEAmade a presentation

on costs andlrivers of inflation in EthiopiaHis study employed both parametric and non
parametric data analysis technigue his presentationDr. Degye specifically raised dynamics
andchallengeof inflation, topdrivers and constraints, and the quest for transformation policies
and price stabilityCoupled with facts and figures on dynamics of inflation in EthidpraDegye
briefly presented the conceptual framework and methodology. The result of the studyesidicat

that Ethiopia was one of the 10 inflationary economies of the world andttefl&tionary



economy in Africa next to Zimbabwe and South Su@@dnDe gye s study further
the food price inflation covers 57% of the current inflation whde-food inflation shares 43% of

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

majority of the society.

It was also mentionebly the presentehat the effect of inflation is disproportionbtaffecting

the lowest quintile of the populatiorGenerally, in his presentatioDy. Degye noted thahe

inflation in the country is mainlgriven by

Fig 5. Dr. Degye Goshu while presenting@osts and Drivers of Inflation in Ethiopia



Structural f ormation of the economy: The service sectpwhich accounts for about 52.2% of the
economy,is the dominantsubect or of t he Agrcultare any danufaeturiogn o my .
sectors, on the other hand, are not growing wthrate that the service sector is growing, i.e.
demand creating sector is growing more than the supply side of the ecdrtmntypical feature

of this subsector is consumption based and induces extra demand to the goods market that further
worsens the priceise. 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 contractinm percapitaterms

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 ididd, 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 ratepolicy: The continuous depreciation of Ethiopiamrk@ould not really helpto
promote export of the countly.n ot her words, the presenter sai
currency inflated pricer.Degye underscored that Ethiopiads

in East Africa.This is justfied by variousndicators

0 Real Effective Exchange Rate (REBR)s beemlecreasing since 2010

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

o Ethiopia is the B bottom African country in rationto 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 higtlifference ofinterestrates between lending ahsaving.

Tax policies: Ethiopied sternational openrss is too low and the country anong the top 10
African countries with high tax rate on imported commoditidgs makes theountryto beone

of the top import tariff rate in Africa



Economic and political transformation: Though the Ethiopian government is undergoing

various economic and political reform&rious indicators in this regard are not encouraging

a. Transformation inde)of the country isabout 2.6which is intepreted as féed
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 contrgdribe rise

Forex Reserve:continuous decline in forex resemvethe country.

6. Mr. Kibour Genna delivered a speech aemoval offuel subsidy reduction in Ethiopian
Economy In his speechMr. Kibour noted that bsidy can be made at different stagésuel

supply chain: production, distributiokibour said thatuel consumption subsidy is usually made

for consumers while production subsidynadefor fuel producerdn this regard,n Ethiopia, fuel
subsidy is started during the imperial regimengdp those in needaysMr. Kibour. He further

noted thathie most important question is whether a subsidy should be made on the production or
final consumer priceln addressing this pointthe speaker said thahé main aim of subsidig to

reduce ineqality. To this end, lte current debate in Ethiopia is that the subsidy is not reaching
those in needhe 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 étemoval ofPart of theFuel Subsidy in Ethiopian

Economy

Kibour mentioned thex@erience from other countriggrticularly the experience of France and
Ecuadoron removal of fuel subsidyhich shows thatt reversedheir decision of removal of the

subsidy due to public revolMr. Kibour in his speech criticized that removing fuel subsidy
contradictswith the initial objective of the subsidy. He mentioned that it is beéttdrold a
discussion with the public beforemoving the subsidy focusing on how to compensate those in
need. I n this way, he stressed on the I mport

subsidy policyshouldbetterbereassessed again.

IV. Session Four: Thematic Area Two

7. Professor BelayKassamade a presentation dime question of ural lard ownership ights in
Ethiopia With this specific topic of presentation, Professor Belay addressed the follspeéniic



points Access to Rural LandTenure SecurityLand RegistrationAgricultural Policies and
PastoralistsLarge Scale Commercial Farmingnd Polarized Debate on Land MatteRrof.
Belay in his presentation reviewed land tenure sysherhprevailedn Ethiopia during the three
successive regimes (Imperial, Deagpd EPRDF)He poirted out that tenure security has been a
serious problem in the country. Many usedeatéint expression to express Hatiousessof the

tenure security problem in the countijhese includeTenants of the State, Land to investors,

Ghost Farmerand son and so fortProf. Belay mentioned thahere is a common sing that
60ne who controtbket$eci atyywmddhasbdra arcentesof EtHipi
politics for over a century.
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Fig. 7. Prof Belay Kassawvhile presenting on th@uestion ofRural Land Ownership Rights in

Ethiopia.

Prof. Belay has alsoeferredto the FDRE constitutionarticle 40 (4) that talks about land
distribution among the people of Ethiopia. However, there is no excess land foudistramong
the people indicating the constitution is not in a position tiresd the problem. The study also

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



per houskold is less than one hectaféis male majority of the youth to be landless as the fasmer

have no enough land to transferttaeir children.

Prof. Belay added thaahd redistribution was attempted in Amhara region during the Derg regime
but challenged by the people. The same exeveasemadén 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 boofta r msemss @ land ownership. In the 200froclamation, it
permits that lased land can be used as collateral for investors, but it does not say anything about
this for smallholders. Lantkgistration in pastoral areas of Oromia region in Borena zones was
alsomade. But majority in o#r regions remain unregisterdd. this pregntation, Prof. Belay
emphasized that there is a polarized debated on whether land should be owned by privthte or by
public. However, he made hi s poibetheonlfhoation. on e
He also highlighted that the currenbéhproperty rightn the country i<ontradictingwith market
economic systemvhich the government is followingHe stressed thahére is also no strong

economic reason for state ownership of land.

8. ProfessorBelay Smane also made a presentation dre tEvolving Question of Land Tenure
for Sustainability in EthiopiaThe study used different research works conductelooke
Mountain and the state othe environment in Ethiopia. In his presentation, Prof. Bel®mane
emphasized that land use has aewversible environmental impact. Land use has naagrs;it

is multi-dimensional and highly uncertain and unpredictable. He has also looked at the 10 years
development plan from land tenure secuprspective He raisedthat there is a mismatch
betweennatural resource management and government pdlicg increase in population is
putting pressure on environment which necessitateave dand use policyProf. Belay Simane
also underscored that effective land use policy igiraver for sustainability.Food demand is
expected to increasand to meet thisemandcultivation should increase by 60%. This implies
that unattainabldand use and population pressure are the mwers of land degradationde

also noted thathd usepolicieshave not been fully implemented.



Fig 8. Prof. Belay Shanewhile presentingpn The Evolving Question of Land Tenure for
sustainability in Ethiopia













































