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10z LLTHACT CNLAON TS AV 10~ 99LAT AT8A®- "The chronological order of historic epochs is not
their philosophical order. In place of saying: the past, the present, and the future, we should say the past, the future, and
the present. In truth it is only when we have conceived the future by aid of the past that we can with advantage revert to
the present so as to seize its true character." (Auguste Comte)
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® The Federal Democratic Republic of
Ethiopia, Central Statistical Authority,
Analytical Report on the 1999 National
Labour Force Survey. Statistical Bulletin
234, December 2000. Table 5.8¢, p.124-125.
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RULE OF LAW AND DEVELOPMENT IN ETHIOPIA

FROM A NATURE DEPENDANT TO A KNOWLEDGE
DRIVEN ECONOMY: ETHIOPIA IN THE YEAR 2020°

Befekadu Degefe

. INTRODUCTION

The Ethiopian Economic
Association has been inviting a
selected few from a large pool of
potential candidates to seriously
think through the issue of where
they would want to see Ethiopia one
generation from now and suggest
what needs to be done in order to
realize that vision. The task thus
assigned, as demanding as it has
been to those selected to address the
issues has equally been challenging
to the participants of the
symposium. At this forum, which
the Association has chosen to call
Vision 2020, a number of
intellectuals have shared their ideas
and opinions and have, in the
process tackled an array of issues
covering a broad range of
disciplines and concerns. Among
these the country's economic and
social profile; the state of the
country's environment; the capacity
of the private sector to assume the
responsibility of developing the
nation, as well as its achievements;
the state of peace, stability and rule
of law, which are fundamental to
the country's development; the
nature of the country's development
programmes and policies as well as
how they ought to be designed were

* A speech made at the Vision 2020
Ethiopia Series organized by the
EEA, March 26, 2004 at Hilton
Hotel.
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among the most notable. We have
as a result been able to acquire a
significant amount of knowledge to
draw important lessons from the
presentations of individuals who
have attempted to explore issues
related to our country, our people,
our government and the Ethiopian
state.’

Following the footsteps of those
who spoke before me, I, too, would
like to extend my appreciation to
the Executive Committee of the
Ethiopian Economic Association for
inviting me to this esteemed forum
to speak on the visions | have of
Ethiopia a generation from now and
to deliberate on what needs to be
done beginning now if these visions
must become a reality within the
projected period of time.

I have nothing to add to what the
speakers who went before me said,
except to express my admiration for
the comprehensive and in-depth
analytical manner in which they
tackled the issues and the interest
they kindled on their audiences. The
lesson | learned from the previous

° In this paper, | use the terms 'government’
and ‘state’ to refer to two distinct entities.
""State"™ represents a very broad concept and
at this conceptual level it embraces the
country's overall administration, laws, rules,
regulations, customs, cultures, and, at the
institutional level, it includes the executive,
legislative and the judiciary branches of the
state. The terms 'government' is the
‘'executive organ' and refers to the
organization that manages the affairs of the

state.

speakers, and an issue that | have
used in my presentation as a
launching pad, is the fact that there
is currently nothing that is right
with Ethiopia. There is nothing right
about our economy and nothing
right about our culture. There is
nothing right about our politics
either. Neither our own education
nor the education of our children
has been right. Our governance has
not been right. | agree with and
share these views and conclusions
of the previous speakers.

| also agree that, if Ethiopia is to
tread the path of development and
prosperity materially, spiritually,
psychologically and economically,
all this must change. | have also
realized that the challenge needs to
be tackled most urgently despite the
difficulty it poses.

With this as a starting point, | have
chosen to single out, among the
various multifaceted activities that
ought to be undertaken and the
programmes that |  consider
essential for the overall growth and
development, and focuses on the
issue of what should be done.

The critical message | would like to
make is that, unless we bring about
a radical structural transformation
that is supported by science and
technology, economic and social
progress would be unthinkable. The
point also serves to bring to
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attention the need to carefully
explore the solutions that science
and technology can provide for our
problems and the role they can play
in our development and for putting
in place a carefully considered and
thought-out strategy that would
enable us partake of the benefits
they provide.

This reminds me of a ferenji saying:
"Fools dare that which Angels fear
to tread.” My aim in this
presentation is not to provide a
panacea for all our ills. It is rather
to venture some suggestions that
would serve as a starting point for
drawing out a workable programme
that would enable us to develop our
country and redeem our people
from poverty.

Il. SOME MEDITATIONS
AND QUERRIES
REGARDING
ETHIOPIA

While | was pondering the issues
that | was supposed to present here
tonight, two contrasting scenarios
attracted my attention. On the one
hand, | was marveling at the
country's natural resources, its
history, its culture and the pinnacles
of civilization that it had reached in
the past, while, on the other hand, |
was confronted with a puzzling
situation that triggered equally
intriguing questions when | paused
to compare the high stage of
civilization the country had
achieved in the past with the
situation in which it finds itself
today.

The country is in possession of
fertile land and untapped land
resource that would be the envy as
well as the pride of others, and yet
her toiling farmers are tilling a
meager piece of impoverished land,
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unable to produce enough even for
their daily needs, and survive on
handouts from the international
community. The country’s
environment and resources have
been  rendered barren.  The
knowledge, skills and tools that the
people knew and used were akin to
the 'Biblical era.’® The question
now is: How is it, then, that this
country and the people inhabiting it,
that had once achieved one of the
highest stages of civilization the
world ever witnessed, now lag
behind all other countries in this age
of progress?

This is a country that boasts a rich
water resource: it has the waters of
the Nile basin extending from the
Sudan border on the west to its
northernmost tip in the north; its
southern region is home to Gojeb,
Gibe and other tributaries of the
Omo river; in the east we have the
waters of the Awash and Wabi
Shebele river basins; the central part
of the country has the water
resources of Tana, the Rift Valley
lakes and others, as well as potential
underground water resources that
we had never been able to use
except as sources of Holy water.
Yet it remains a country whose
people and animals perennially
suffer from unmet water needs,
while its farms have turned into
wasteland due to an equally
perennial drought. The question is:
What is it, then, that has rendered us
captive to reliance on rain water
instead of putting to good use our
rivers, lakes and springs, and
succumb to hunger and thirst when
the rains stop altogether?

¥ Richard Pankhurst cites travelers who

visited Ethiopia in the 19" century and states
that they refereed to the agricultural tools
used at the time as 'antiquated'. These tools
and instruments remain unchanged until
today. For details, see Richard Pankhurst, A
Social History of Ethiopia (Institute of
Ethiopian Studies, Addis Ababa University,
1990), p. 137.

Lest we are tempted to claim that
the country is stranger to science
and technology, there are many
evidences to the effect that it had in
the past developed these sources of
knowledge and techniques ahead of
many a country at different times in
its history. Documents of ancient
history stand witness to the fact that
the people that lived ten thousand
years ago in the area today known
as Ethiopia had been the pioneers of
amazing and miraculous
technological  revolutions.  The
people that lived in this area had
been capable of engaging in an
agricultural revolution that started
with the cultivation of inset seven
thousand years B.C.E.”, continuing
with the cultivation of teff around
six thousand B.C.E., and the
cultivation and consumption of
barley and wheat around four
thousand B.C.E. They were a
people who developed the art of
tilling the land with ploughs,
replacing the hoe, in order to
facilitate these activities. They were
also a people who, alongside their
farming activities, domesticated
wild animals providing benefits to
humanity.

The question is: Whatever became,
in the wake of the succeeding
millennia, of the mind that
generated and practiced the art of
domesticating wild animals and
cultivating land with the help of a
new, indigenous technology? Why
did it not continue to develop along
the trail that it blazed?

The question also is: If our country
had managed to invent the plough,
to domesticate wild animals that
provide different benefits to
mankind, and to cultivate different
crops for food, how come that,
10,000 years later--meaning today--

“ B.C.E. stands for 'Before the Current Era’,
replacing B.C. [Trans.].
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the people have remained fettered
by a knowledge and practice that
are not much different from those
the people of old had been using
millennia ago?

Why are a people once equipped
with the knowledge and firm
initiative capable of engineering the
palaces, houses of worship, and
obelisks of the Axumite era, the
rock-hewn churches of Lalibela, the
Gonderine palaces and churches,
now forced to live in huts that are
helpless against a windstorm or
stone hovels that cannot protect
their dwellers from the elements?
This, too, is the question.

Let us grant that the people were
forced to live thus because of their
poverty and the nature of the
resources available to them. The
question, however, is: Why, in the
country's long history, did its kings
fail to establish a stable and
permanent seat of government other
than those of Yeha, Axum, Roha
and Gondar, with an administrative
structure proper to such a capital,
and succumbed instead to the habit
of moving from one place to
another to run affairs of state from
temporary dwellings?

Whoever has looked at the obelisks
of Axum and the rock-hewn
churches may be awed by the mere
sight in his presence, and rightly so.
But what is more awe-inspiring than
the obelisks and the churches is not
so much the capacity to fashion
those buildings out of a whole
monolithic rock, given the tools and
knowledge available at the time as it
is the brain or the mind that
conceived of the very idea of the
"possibility" of fashioning such an
engineering feat to begin with, and
one that committed itself to
changing this idea, this possibility,
into a monolithic reality.
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The question, therefore, is: What
void of a Black Hole swallowed up
that quintessence of commitment
and resolve to conceive of this
wondrous idea, and make it come
true, to boot?

What should be borne in mind,
however, is the fact that the
knowledge and the tools that
enabled those obelisks and churches
to come into being was not
something that dropped out of the
blue like manna from the skies. We
should not doubt for one single
moment that they were both a result
of gradually building and improving
upon an already existing and
inherited stock of knowledge and
tools.

Why, then, did such skills and tools,
which were a result of knowledge
accumulated over the years and a
developed and matured brain,
disappear without leaving any
trace? Why did its development get
arrested at that stage? These, too,
are questions that need pondering?

The country was once the proprietor
of scientific and technological
knowledge--though considered
somewhat backward today, but
which nevertheless was as modern
as it could come when first
developed--for undertaking all those
activities that we today label
collectively as cottage industry.
Thus it was that the people were
engaged in the production of
jewelry  (including silverware),
cooking utensils, vessels for
collecting and storing  water,
containers for preparing and serving
different  beverages,  different
tumblers made of horn and clay for
drinking the beverages, household
utensils made of grass and reeds,
farming tools, sickles for mowing
grain and tools for threshing crops,
containers for storing grains and

similar other technological tools.
The country had no need for
importing clothes, as it was self-
sufficient in this respect. The people
used to smelt iron ore and produce
ploughshares, sickles, knives, spears
and other household tools and
instruments for purposes of self-
defense.

The question is: While those
countries that have gone far ahead
in their progress by starting from
such  rudimentary technological
knowledge have managed to
improve upon their tools and
instruments, why couldn't our
artisans  improve  upon  the
technology they possessed?

Ethiopia has been the proprietor of a
well-developed script since early on
in its history. And yet its people still
remain more illiterate than those
who do not have scripts to speak of
as their own. The question is why
Ethiopians did not become literate.

It has now been close to a century
since we denounced our country's
indigenous knowledge, skills and
education in favor of Western
education, hoping it would help us
extricate ourselves from
backwardness and clothe us with
modernity. In the said period of
time, the country has produced,
both domestically and abroad, a
large number of intellectuals both in
the natural and social sciences. This
education, however, has not been
able to liberate the country from
backwardness, nor the people from
poverty. What ever became of that
modern education on which we
wagered our hopes and aspirations?
Yet another question to ponder.

I understand that, when pondering
the Ethiopian situation, enumerating
such  puzzling and intriguing
phenomena and wondering why all
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the things mentioned above and
others that are not mentioned
withered away without a trace has
become the fate of many an
Ethiopian. Although these situations
and phenomena puzzle me, | believe
that history will repeat itself, and
take solace in the prospect that the
people of Ethiopia will make the
necessary sacrifice and attain a
much higher level of progress than
the ones they attained in the past.

I. PO INT OF
DEPARTURE

In order to make history and embark
on the project of rejuvenating
ourselves, we must first of all
accept, with no trace of hesitation,
the fact that we are poor and
backward. The major indicator of
our backwardness and the main
reason for the low level of our
production and productivity is the
fact that our social structure has
remained unchanged and the people
have been trailing the beaten track
of the past without the slightest
deviation from the knowledge and
skills inherited from the days of old.
The reason for this state of affairs is
that the Ethiopian people have
zealously remained stuck to their
ancient heritage without making any
attempt to change their political,
economic and psychological
outlook and the attending practices
and to improve their individual,
social, spiritual and material lives.

The people that had once lived in
the area we now know as Ethiopia
transformed their economic
structure, as | have pointed out
above, 10,000 years ago when they
made a transition from the culture
of gathering and hunting to the art
and science of agriculture and other
related activities. The descendants
of those people have only managed
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to get to where they are without
making any significant structural
and organizational transformation
and making any improvement on
their skills and the process of their
production since  the last
transformation effected by their
ancestors. Because the people have
not managed to create alternative
sources of income other than
agriculture, virtually everyone has
been forced to become nothing but
tiller of the land.

Let us forget the remote past and
focus on what has transpired in our
own lifetime. What we can stand
witness to is the fact that there has
been no significant structural
change made in the last 50 years.
What we learned at our schools
when we were students about the
reality of our society and the basis
of our economy was that 85% of the
Ethiopian people lived in the rural
areas and that coffee was the main
source of the country's foreign
exchange needs. Today, too, it is
about this same reality that our
children and grandchildren are
learning at school.

IV. THE NEED FOR
AND THE PROCESS
OF CHANGING OUR
ECONOMIC
STRUCTURE

We cannot move ahead with such
antiquated economy as we have at
present. It is imperative that we
transform our economic structure
such as to make a transition from
agriculture to industrialization and
the provision of modern services by
changing the nature of our bond
with nature and utilizing all the
scientific and technological
knowledge, as well as skills,
available to us in a manner that
would enable us to control nature

and make it malleable to serve our
needs.

It is, of course, impossible to deny
that the basis for making the
necessary structural change and
transformation, as well as the
foundation for the country's overall
growth and development, is the
rural areas and the agricultural
activities therein, which constitute
the mainstay of our economy. As
has been reiterated on different
occasions, the raw  material
necessary for the growth of the
industrial as well the service sector
is essentially obtained from the
agricultural sector. The satisfaction
of the food needs of the non-
agricultural sector of society and
that of the country's foreign
exchange needs is also obtained
from the same economic sector.
Although the people of Ethiopia in
general live in poverty, the poverty
affecting the population is more
prevalent and serious in the rural
areas, which we believe to be the
basis for Ethiopia's survival and for
the development and growth of the
population. It, therefore, goes
without saying that the starting
point, as well as the solution, for
reducing poverty and improving the
livelihood of the population is the
development of the agricultural
sector.

The question that logically follows
from this premise is what should be
done to develop this economic
sector. The shortest and point blank
answer to this question is to
recognize and accept the fact that
there is no alternative to carrying
out a radical organizational and
implementational transformation in
the structure of the economy. The
new organization and
implementation scheme shall focus
on access to and use of the main
resources of production: land;
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manpower, modern  production
inputs, improved tools and, of
course, their appropriate
implementation.

The first measure should be to
organize the rural land tenure and
land use system in a manner that
will make it productive and
sustainable. As it has been
repeatedly stated, land in the rural
areas is highly crowded, resulting in
reduced  holding  sizes  for
households. According to the
2001/02 Report of the Central
Agricultural Census Commission of
the Federal Democratic Republic of
Ethiopia, of the estimated 10.8
million farm households, 64% have
land holdings of only one hectare or
less.'* The findings of a recent
study, conducted by the Ethiopian
Economic Policy Research Institute,
which is an integral part of the
Ethiopian Economic Association,
concurs with the figures above, and
have confirmed that only 15% of
the farmers have holdings of over
two hectares.*

It is altogether impossible, not
simply difficult, to imagine that
Ethiopian farmers would, with the
small holdings they have, be in a
position to produce surplus output
over and above that which enables
them to feed themselves and their
families and to provide the
resources for the development of
the other sectors of the economy.

While the situation we are in is a
cause of grave concern, it must be
admitted that, unless alternative
venues for jobs and income

' FDRE, Central Agricultural Census
Commission, Ethiopian Agricultural Sample
Enumeration, 2001/02. Results at Country
Level, Part I. Addis Ababa, July, 2003, 1V:1,
p. 82.

12 Ethiopian Economic Association/Ethiopian
Economic Policy Research Institute, "A
Research Report on the Ethiopian Land
Tenure System and the Agricultural Sector."
October 2002, Table 8, p. 59.
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generating schemes are opened up,
the land holding size of the farmers
that we today consider too small
would definitely get even smaller in
the years to come. Five years from
now, that is, in 2007/08, the
country’'s population is projected to
increase to 81 million, the size of
the rural population will increase to
68 million from the current estimate
of 60 million. This means that there
will be an additional 8 million
people in need of land. It is
estimated that, 10 years from now,
that is in 2013/14, the population of
Ethiopia will jump to 92 million, of
which 76 million will constitute the
rural population. This means that
the rural and farming population
will increase by 16 million from the
current 60 million. Because these
additional rural residents  will
inevitably need land, it will become
necessary to take away portions of
land from the holdings of the
already existing farmers and
apportion them among the new
ones. One may not know what all
this is going to lead to, but the
process will certainly continue in
the manner described.

And it is inevitable that the result of
such a process would be nothing but
dire poverty. And that is not the end
either. Those who only have
smallholdings, or are without any
land at all, would inevitably resort
to migration to other places. The
migration could either be to urban
centers or other rural areas. If this
can at all be considered as a
solution, it would only prove to be a
temporary one.

In order to come up with sustainable
solutions, we have no alternative
but to bring about a radical
transformation in the country's
economic structure and reduce the
burden so far sustained by
agricultural land.

Accordingly, our attempt at a
radical  transformation of the
country's economic structure must
begin with shifting the surplus
agricultural labor force to other
areas of economic activity. We
simply have no other alternative.

But who and what constitutes this
surplus manpower? And how is one
going to determine that it is indeed
surplus? These are questions that
beg for answers, however difficult it
may be. In order to determine who
constitutes surplus manpower in the
sector, we need to start with
determining the minimum
landholding size that would be
exploited optimally.

I have tried to explore this issue
through conversations and
advisement from a large number of
people  with  knowledge and
experience about the sector. | have
been informed that if a strong and
hardworking farmer were to be
allowed a minimum holding size of
3 hectares, that farmer would be
able, still with the current
instruments of production available
to him, not only to maintain the
fertility of the land but also increase
the land's productivity and increase
his production.

This forms the basis for defining
and identifying the surplus labour in
agriculture.  Therefore, allotting
each farmer with a minimum of 3
hectares of land and legally
ensuring land security by declaring
that the minimum holding size
would not be less than the 3
hectares thus allotted would, |
believe, be the beginning of the
transformation | have in mind of the
agricultural sector.

Accordingly, what | refer to as
surplus manpower are those people

that are left without land after the
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available land has been apportioned,
3 hectares per farmer/household,
among those farmers selected on the
basis of their capacity to till the land
and increase its productivity as well
as their production. Who is to be
allotted land on the basis of this
criterion? Who is to be left without
land on the basis of the same
criterion? These are appropriate
questions in search of appropriate
answers.

In order for us to be able to answer
these questions, we must first give
serious  consideration to the
activities and attitudes of the rural
population. Generally speaking, if
one were to take a close look at the
rural population, one would find it
difficult to categorize all of the
people as fully engaged in
agricultural activities. Except for
the fact that the manner and
organization of the activities may be
backward, their scope rather
limited, and their nature
fragmented, the rural areas are
constituted by a population that
does engage, by and large, in all
those activities undertaken in the
urban centers. According to the
1999 Analytical Report on the
National Labour Force Survey of
the Central Statistical Authority,
while 88% of the rural population
was engaged in agricultural
activities, the remaining 12% was
engaged in handicraft, construction,
tailoring, mining, and
administrative and other activities."®
According to the findings of the
study conducted by the Central
Agricultural Census Commission,
which | mentioned above, of the
10.8 million farming households,
2% or 2.2 million members of

% The Federal Democratic Republic of

Ethiopia, Central Statistical Authority,
"Analytical Report on the 1999 National
Labour Force Survey." Statistical Bulletin
234, December 2000. Table 5.8c, pp. 124-
125.
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farming households live in urban
centers, which we can, therefore,
not consider full time farmers.

Accordingly, therefore, in the
process of allotting land to the
farmers, one ought to sift those who
have opted for farming for lack of
any other alternative and those who
are engaged in farming in addition
to other activities, and give priority
to the full time farmers in the
distribution of land.

If there is not enough land to
allocate to those farmers thus sifted
and given priority, who should get
the three hectares shall be decided
by households or regional councils
and Qebele Associations on the
basis of ability and capacity to make
best use of the land s/he is to be
allotted.

While going through the
implementation of this modality,
however, it is also imperative that
those hardworking and diligent
farmers who end up without land in
their community are resettled in
other parts of the country on lands
suitable for agriculture but are
currently not employed for any
purpose. The  selection and
preparation of lands for resettlement
should be carried out in stages, and
that process should start with those
lands that can be easily developed
without expending much labour and
incurring high cost. Then, the
surplus labour force so obtained
from the agricultural sector could be
used to develop other new lands.
Lands thus obtained and reclaimed
could accommodate those farming
households that are forced out of the
original  settlements due to
population pressure arising among
smallholder communities.

Further more, it would be necessary
to create alternative sources of

income for those farmers who
remain landless, due to different
reasons or criteria, whether in their

own homesteads or through
resettlement. It would be
appropriate  to provide training

programs for those farmers, so
displaced from their holdings, who
happen to possess knowledge, skills
and disposition to handicraft and
deploy them in their chosen areas of
interest, with the view to creating
opportunities by which they can
build their capacity, improve their
skills and increase their production
and productivity. Those who are
going to be deployed in activities
outside agriculture shall be provided
with the necessary support and
loans to start them going.

As for those farmers who have not
been embraced through these
schemes, they can be deployed in
activities supporting the agricultural
sector and that are capable of
producing assets in the rural sector.
These shall include preparing
irrigation canals, river diversion,
collecting water in ponds, building
roads, schools, health centers and
deploying them in the general area
of infrastructure development.

The main point is that, unless the
surplus labour force that has been
accumulating in  agriculture is
deployed to other activities, it is
impossible to hope that our
economy will develop and our
people will meet with good fortune.
I would like to emphasize that this
must be done, if our hope is to
become a reality, either through the
schemes | pointed out above or by
other appropriate means. But there
is no escaping the fact that the
surplus labor needs to be taken out
of agriculture if agriculture is to
develop and kick-start developing
the other sectors.
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When 1 suggest this, 1 am quite
aware of the complications involved
in the attempt to reorganize the
agricultural sector, the interruption
of the production process with the
attending social crisis and political
instability, the issue of the
desirability or acceptability of the
resettlement program and the new
jobs to be created, and the ensuing
cost to be incurred in the process as
a whole. | suggest this because it is
something that has to be done.

If we refrain from taking such
measures,  which  could be
considered drastic for fear of the
political, social and other crises that
might follow as a result we will
only prolong the underdevelopment
of the country and deepen the level
of poverty. If, on the other hand we
opt for taking the measures |
suggest, there may indeed result
some damages. But when we put
the two negative results and put
them on the balance, the impact of
the damages resulting from taking
the suggested measures, | think, will
be insignificant compared to the
cost incurred due to not
implementing the measures. It is not
difficult to imagine how much
better our social and economic
profile would have been had these
measures been taken during the
imperial era or the regime of the
Dergue.

Although the most determining
input for making the agricultural
sector productive is land, it is
equally true that we need, in
addition to this input, modern
agricultural inputs and instruments
to raise its productivity as well as
that of labor. In order to harvest
agricultural produce twice or three
times a year instead of just once,
and in order to bring to an end to
our dependence only on the rains,
we need to harvest water using the
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different methods available to us,
prepare irrigation canals, provide
fertilizers, improved seeds,
pesticides and other necessary
inputs in a reliable and sustainable
manner. Agricultural instruments
and the manner of production
should be improved. Rural road
infrastructure should be expanded to
ensure that agricultural inputs are
made available to farmers on time
and to facilitate the speedy delivery
of products and goods to the
market.

New inputs discovered through
research should reach the farmers
on time, together with the
knowledge and information about
their use and application. In order
for the farmers to be able to access
these inputs as well as other
research findings to the satisfaction
of their needs, the establishment of
research and training institutes at
the woreda level, if possible, or else
at the awraja level, is of great
benefit.

While the creation of a suitable
environment for the growth of
production is crucial, it nevertheless
does not mean that production will
increase just because of it. Farmers
do not produce with the philosophy
of feeding their hungry fellow-
Ethiopians in the back of their
minds. Using force to make farmers
increase their production does not
work either, nor is it beneficial.
However, there are other ways by
which to make the farmers increase
their production on a sustainable
basis. One such way is to make
available on the markets they
frequent sufficient quantities of
various kinds of consumer items of
improved quality as well as
instruments of production. When
the farmers see these items in the
market they would develop the
desire to purchase them. This would

create the incentive to increase their
production. Another alternative is
to allow the farmers to access bank
loans and expand their activities, the
repayment of which would be
another  pressure to increase
production. Such methods, coupled
with the demands of traditional
income tax and land fee, can
enhance the desire of the farmers to
increase their production.

An agricultural sector so organized
can, supported by knowledge and
modern agricultural inputs, develop
its  productivity and  register
increased production in a short
period of time. On the demand side
of the economy, urban dwellers and
those who have switched from
engagement in agricultural activities
to other areas of production will
constitute the basis of a strong and
reliable domestic market for the
products of the farmers. Moreover,
domestic processing industries and
foreign markets will compliment the
vibrant domestic markets for
agricultural products.

If we manage to organize the
agricultural sector in the manner
outlined above, we will have
overcome the most difficult phases
in effecting the structural changes
the country's economy needs, which
also means that we will have laid
the foundation for the growth and
development of the other sectors of
the economy.

V. DEVELOPING THE
INDUSTRIAL
SECTOR

The second part of the
transformation of the structure of
the economy concerns the industrial
sector. The industrial sector refers
to an amalgam of all activities
engaged in the production of non-
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agricultural material goods. It
includes mining and quarrying,
large- medium- and small-scale
industries,  handicrafts,  water,
electricity and construction.

There is no doubt that the growth
and development of this sector
plays a crucial role in the efforts we
make to extricate the country from
poverty and backwardness. Sheer
reliance on nature will never enable
us to bring about a sustainable
economic growth. While liberating
the agricultural sector from its
perennial dependence on nature
constitutes the first stage of the
structural transformation, changing
the raw material and primary
commaodities obtained as a result of
the changes made in that sector into
finished products constitutes the
second stage: what we all know as
industrialization.

When we speak of the speedy
growth of the industrial sector, what
it translates into is shifting from
agricultural ~ production to the
activity of producing other material
goods at the national level; making
a transition from the utilization of
backward instruments of production
to that of modern ones; making a
transition from manual labour to
mechanized means of production.

When we think of the development
of this sector of the economy, we
are doing so with the full realization
that the full potential of this sector
which can make use of the rich
labor force remains untapped. The
output obtained from this sector in
2002/03 was Birr 6.6 billion or 12%
of the country's GDP at current
prices. This amounts to a mere US$
757 million at the current exchange
rate.

Let us stop for a moment and
ponder the size/magnitude of
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Ethiopia's economy, in general, and
that of our industrial sector in
particular and consider the two
together. The South  African
Breweries, which has expressed
interest in the acquisition of and
tendered to purchase the Meta,
Harrar and Bedele breweries had a
revenue of USD 6 billion in
1998/99", Ethiopia's  Gross
Domestic Product in that same year
was Birr 56 billion or US$ 6.6
billion. What this means is that the
annual income from the sale of beer
of the companies was equal to
Ethiopia's GDP.

The annual sale of these South
African Breweries was ten times
larger than the value of the annual
production of our industrial sector.
Furthermore, the amount of income
obtained in 2001/02 from our
modern, large- and medium-scale
industrial enterprises was Birr 2622
million. When converted into USD
at the current exchange rate it
comes to USD 306 million. When
compared with the income of the
South African Breweries mentioned
earlier, the revenue from our largest
and most modern manufacturing
sector was a mere 5 percent of the
South African Breweries.

While we have a great opportunity
to develop this sector of our
economy, we must also be mindful
of the huge efforts and serious
challenges ahead of us in this
regard. Accordingly, it is imperative
that we come up with a strategy
capable of creating a strong industry
by speeding up the growth of the
industrial sector as a whole given
the stage of development at which
we find ourselves at present.

¥ UNCTAD, World Investment Report,
2001: Promoting Linkages (United Nations,
New York and Geneva, 2001), Table 111.9, p.
105.

The general objective of developing
the industrial sector focuses on
mining, expanding  factories,
carrying out building activities to
facilitate the process and providing
the necessary electric  power.
Among these sectors of the
economy, the main burden of our
growth lies with the development of
our manufacturing industries.

There are two ways of realizing
these potentials. The first is to focus
on the big industries and hope that
they would generate the capacity to
pull the whole economy out of the
morass it finds itself in.

However this approach has a
number of drawbacks. The first is
that this strategy depends on the
volume of foreign exchange that the
country is capable of mobilizing.
Secondly the trickle down effect of
large industries to lift the whole
economy misses out the small-scale
and handicraft industries which are
very widespread.

The inputs needed for establishment
of large scale industries is made
available through the imports. This
increases the foreign currency
needed for the importation of
machinery, raw materials and spare
parts. Furthermore the limited jobs
these industries create would
constraint the use of the more
abundant resources of the country.

We all should realize that we could
not develop our country into
prosperity by means of instruments
of production that we obtain
through import. The instruments so
imported were invented to solve
problems in the countries that
produced them; consequently, they
are not fit for solving our problems,
since the producers did not have our
problems in sight when they
manufactured the instruments. For

Ethiopian Economic Association




Economic Focus
|
AN AhS7LhN

RULE OF LAW AND DEVELOPMENT IN ETHIOPIA

example, an ultra-modern
machinery or tool manufactured by
the West has as its major aim the
saving of the labor force of which
they are short. Such an instruments
or tools are inappropriate in a
country that has a huge manpower
and one of whose biggest problems
happens to be the creation of job
opportunities for the working force
already available to it.

Dependence on imported material
and instruments amounts to nothing
less than subjecting our
development to the whims and
caprices of the availability of
foreign exchange. Our industries
will, consequently, be forced to
develop not according to our own
desire and needs but in line with the
demands of the export market,
which is the source of our foreign
exchange. These needs are not
limited to the machinery of
production but extend to include
spare parts needed for the
machinery. Consequently, to the
extent that our industrial enterprises
increase in number and size, we
need as much foreign exchange to
keep them running at the optimum
possible level of operation, which,
in turn, means that we will become
all the more wvulnerable to
dependency on others.

Moreover, exposing our
development to dependency on
foreign machinery and tools will
constrain  the development of
science and technology that we
have been saying we need to
liberate our society and our
economy from backwardness. The
knowledge and skills that we have
at our disposal to be able to use
imported machinery and tools are of
a nature that takes us no further than
operating the machinery when they
are in working order or fixing them
when they break down. When the
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machinery breaks down, since the
parts to be replaced are themselves
imported, what our workers
approach the broken-down
machinery with is nothing more
than a screwdriver, some bolts and
nuts and raw labor. And this
certainly is not a strategy that will
equip us with the knowledge needed
to enable us to develop our own
scientific and technological
capacity, liberate us from foreign
dependency and undertake a broad-
based  industrial  development
project.

All this, however, does not mean
that we should not establish large
and medium scale industries that

avail themselves of imported
machinery and tools to drive
forward our growth and

development. The point is to make
sure that we are able to gradually
divert our efforts from the culture of
dependency. This means that we all
must realize the importance of
drawing up a development strategy
that would put us safely on the road
to starting with producing raw
materials and then gradually
moving on to the production of light
machinery and, then, heavy
machinery, and so on.

One thing that must be given due
consideration is the development of
broad-based small-scale and micro
industries alongside the
development of medium- and large-
scale industries. The need for
focusing on small-scale, micro and
handicraft industries is justified by
the small amount of capital needed
for their establishment, the limited
need for foreign exchange that they
have, the domestic availability of
raw materials, and the fact that they
create more job opportunities.
Moreover these industries are
widespread throughout the country
and they are engaged in virtually all

sectors of economic activity.
Accordingly, focusing on these
industries and helping them assume
the status of modernity would mean
the creation of a broad-based
industrial sector. Modernizing these
small and backward industries, over
and above speeding up our
scientific and technological
development efforts, will also serve
as a strategy for creating other
indigenous-based sources of
knowledge and skills.

This industrial development
strategy focuses on modernizing our
indigenous scientific and
technological knowledge and tools.
We have many indigenous sources
of wisdom. My fear is that they may
be totally wiped out by the specter
of modernization. Our weaving
technology, which starts out with
raw cotton to produce finished
clothes was not fashioned after the
modern  technology of textile
production, whereas the science of
smelting iron ore using bellows and
producing tools for farming and
household utensils does not differ
from the modern technology of steel
production in its essence. Neither is
the fabrication of jars, jugs, pots,
pans, saucers, etc. out of clay based
on a different technological
principle from the modern form of
production in its essence. The art of
preparing ink from different
varieties of plants and, used for
painting pictures that decorate our
churches and writing religious texts
on parchment, is not that different
from the scientific techniques used
by modern industries.

It is a fact that our farmers have
been using domestically produced
fertilizers, such as manure, ashes,
etc., fully aware that using
fertilizers enhances the fertility of
soils, something they have known
all along from the ancients. While
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we have realized the uses and
benefits of using fertilizers, what
has been missing is that we have not
been able to produce them in large
quantities. While, on the one hand,
the imported chemical fertilizers
contribute to the enhancement of
the land's productivity, on the other
hand, they also have a corroding
effect on the soil, the long-term
damage they cause, running for
years at time, has been witnessed in
those countries that have been using
them. The task awaiting us in this
regard is that of producing organic
fertilizers and, thereby, protecting
the healthy composition of the soil,
while at the same time increasing
our production.

We also have many wonderful and
amazing indigenous knowledge
when it comes to preparing
medicine and drugs. While we have
been inhaling the steam from boiled
eucalyptus leaves to combat colds,
the ferenji have produced the same
drug under the trade name of Vicks.
Such purgatives as kosso, mettere,
and ingoqo [all drugs used for the
purgation of tapeworm] are
excellent examples of combating
domestic ills  with  domestic
medicinal products. What remains
to be done in this respect is ensuring
the potency of medicines and drugs
concocted from leaves gathered
from a variety of plant species and
various roots and modernizing the
process of manufacturing them and
the manner of their administration.

| believe it was ten years ago that
there was a debate between public
health  professionals and a
traditional medicine man, whose
name has slipped me since, which
was broadcast on the radio and
disseminated through the press. The
bone of contention was the
traditional medicine man's claim
that he had found a cure for AIDS.
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According to that person, people ill
and weakened by AIDS had gone to
him for help, whereby he treated
them with some liquid concoction
made from plants.

The result, according to him, was
that the people had regained their
appetite, recuperated from their
sickness, with their energy restored,
and that they had been able to go
back to work. This facts were not
denied by the professionals of
modern science. The controversy
revolved around the issue of
whether  this medicine man's
concoction provided a cure for
AIDS or not. The health
professionals had sent to Geneva
samples of blood taken from the
people who were said to have
recuperated after taking the said
concoction and had confirmed that
the people still had the AIDS virus
in their system. Their position,
accordingly, had been that the
traditional medicine man had not
discovered a cure for AIDS.

The important thing for me,
however, is that the concoction by
means of which the traditional
medicine man managed to restore
the energy of his patients did not in
any way differ from the modern
drug administered to AIDS patients
to help them live longer.

What | am trying to underscore is
that, what we lack in our country is
not the knowledge itself but the
know-how and the skill, as well as
the capacity, to transform this
knowledge into a more viable
modern scientific knowledge. This
to me represents the lack on our part
of skills that would enable the
country to make a transition to
modern science and technology,
both as a means and as a tool of
development. Consequently, one of
the aims of our development

strategy should be based on
enriching our indigenous
knowledge, skills and tools and
make them attain the level of
modernity.

Our new science and technology
development policy should have as
its aim to help us acquire the
knowledge and skills by which we
can upgrade our indigenous skills
and knowledge and enable the
society attain the same level as
modern technology. The education
and training programmes
undertaken at schools should move
along these path.

What | would like to reiterate at this
point is that we do not have to
invent or discover everything from
scratch. Rather, we should import
machinery and tools, skills, know-
how, and use these to transform the
society. In other words, adapting the
machinery and tools as well as the
skills that we import from other
countries to the needs of our
particular situation and devising
ways and means by which the tools
and the skills could be replicated
domestically is, at present, the only
alternative available to us if we are
set upon developing a broad-based
industrial sector. Any
industrialization project worth the
name should at this point have two
tasks: on the one hand, our task
should be to adapt the tools, skills
and knowledge that we import to
the needs of our country, while, on
the other hand, it should be to
modernize our own traditional,
backward knowledge, skills and
tools. We can't expect to develop
our country by simply relying on
imported machines, tools and skills.
The tools that we manufacture by
adopting an industrial development
strategy based and focusing upon
the small-scale and handicraft
enterprises may be faulted, when
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compared with the quality tools and
commodities that we import, with
being backward, less productive,
too expensive to produce and
inferior in quality. This could be
true when we consider the situation
only as a short- and medium-term
engagement. In the long run,
however, we need to keep in mind
that we would be able to bring
about national economic growth
with the attending quality and
productivity only when we manage
to achieve a sustainable, national
technological capacity.

I have stated earlier that we need to
focus on the development of these
industries not only because they
form the basis for sustainable
development but also because they
play an important role in the
creation of the highly needed job
opportunities. Given the current
scenario in Ethiopia, the number of
people annually going into the job
market is not less than one million.
The modern economic sector cannot
create  job  opportunities to
accommodate so many people
annually. Consequently the people
who seek so many jobs only have
the alternative of being employed in
these small-scale or handicrafts
industries or creating jobs for
themselves. | have previously stated
that, in order to achieve the
desirable growth in the rural sector
and to develop our country as a
whole, we should move the surplus
labour force in the rural areas and
deploy them in other sectors.
Assuming that | would be asked
what | would do with all those
people, or what would happen to the
people displaced from agriculture, |
had pointed out that | would deploy
part of the surplus labour force in
the industrial sector. The sector that
would be able to accommodate this
huge force is constituted by the
small-scale and micro industries
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combined. It should be born in mind
that the alternative to creating an
industrial ~ sector  capable  of
absorbing the existing and future
labor force is the vicious circle of
replowing the people into the
agricultural sector, which amounts
to nothing less than retracting the
structural change we devised for the
economy.

Consequently, when we say that our
industrial development, and more so
our manufacturing industry, should
be based on the small-scale
industries, when we push for the
modernization of our indigenous
skills, for the utilization of our
accumulated skills and knowledge,
as well as our inherited practices,
and when we, accordingly, suggest
that it is only when this has been
achieved that we can undertake a
broad-based development project
that allows for the participation of
all stakeholders, it is with the full
awareness of the need to provide for
the knowledge, skills, capital and
other  inputs  sufficient  for
developing, nurturing and
modernizing these sectors. This last
specifically concerns the sector that
develops and disseminates our
scientific and technological
knowledge and its application. The
other is the service sector, more
particularly our financial
institutions. We shall come to these
in due time.

The strengthening of the industrial
sector is not a new idea. The
previous  administrations  had
considered this sector as one of the
means for the development of the
country and, accordingly,
established small-scale and
handicrafts enterprises aimed at
enhancing the sector's growth. But
because it had not been given the
attention it deserved, it could not
take off as expected.

At this moment, however, efforts
should be made to combine ideas
and practice and the sector should
be so organized as to enable it to
create links with science and
technology institutions, conduct
research, and lay down strategies
for making practical improvements
in the sector. It is also necessary to
demonstrate the application of the
tools and the skills for improving
the sector to the people deployed in
the sector and provide them with
training that would enable them to
enhance their abilities, broaden the
scope of their thinking and set them
on the path of developing new work
ethic and changing their attitudinal
orientation. In this sector, too, as in
the agricultural sector, we need to
have in place an extension program
aimed at disseminating new
knowledge and modalities.

While the growth of small-scale
industries is determined by the
demand of their products on the
market, drawing up a strategy by
which the activities of these
industries are coordinated with
those of medium- and large-scale
industries, such that the products of
the former will serve as inputs for
the latter should be given due
attention.

What determines the development
of small-scale and handicrafts
industries are the efforts and
interests of the producers in the
sector. Unless they make their own
efforts and commit themselves to
improving their production, they
can't go very far with efforts and
initiatives exerted from outside. To
achieve  this  objective, the
Organization for the Expansion of
Small-scale and Handicrafts
Industries should concretely
demonstrate to them its readiness to
provide them with support, to help
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them with improving their activities
and to be of benefit to them. These
industries for their part must
organize themselves into
associations in order to ensure that
their problems get timely responses,
their interests are given due
attention and their voices heard.

From the point of view of
organizational structure, the
industrial sector can be developed
in either of two ways or some
combination thereof. One involves
the market. But development
strategy that is guided by the
demands of the market alone cannot
bring about growth in the industrial
sector in the desired quantity and
quality as well as within the desired
period of time.

The alternative strategy involves the
establishment of an institution that
pushes forward the sector's
development, sets down priorities,
co-ordinates the activities of the
sector with those of others, and
collects and manages resources. In
order to facilitate such guided
development, the  government
should come up with a long-term
economic and industrial
development plan, establish a strong
organization to guide and
coordinate development activities as
part of its responsibility to
implement the plan, and which
works in cooperation with other
relevant bodies in order to speed up
the sector's development.

At this point, it may be proper to
speak of those who believe and are
convinced that the all-pervading
global system and its cohorts, the
World Bank institutions, would not
allow this to happen, and that this
situation is posing insurmountable
difficulties for the country's
development. But, then, when asked
what else could be done and how
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we would otherwise be able to
extricate ourselves from poverty,
either they have no answer, or they
tend to intimate that we have no
choice but to do what external
forces want us to do. | think this
tendency is one of pessimism or
despair. In fact, | would go one step
further and consider such a
tendency as a veil behind which to
hide our laziness and shun making
efforts. | do not think the rest of the
world thinks this way. If it does,
then it is wrong. In spite of
whatever interests the outside world
may have, our efforts must be
geared to the task of developing our
country and to redeem our people.
And this can be done if we could
only rise to the occasion and give it
all we can.

Although the main responsibility of
developing a country is that of the
private sector, because, given the
current scenario, this sector does not
have the capacity to carry this
burden all by itself, it is imperative
that the government play a crucial
role in the development of the
country. The industrial activities
that the government gets involved
in are those that are necessary and
important for the growth of the
economy and for the improvement
of the people's livelihood, but only
those activities that are considered
necessary and yet the private sector
does not engage in due to lack of
capacity or because find them
unprofitable.

The position that the government
should not involve itself in the
development projects; that it should
leave everything to the private
sector and the market, with its role
limited to that of facilitating
situations  for the economy's
development and  coordinating
efforts is the position of those
people who do not desire the

country's development, or, simply,
those people who do not know what
they are talking about anyway.
There has been no country known to
have developed without the
intervention and active participation
of governments. This is true of all
countries, including the USA,
Japan, France, and Germany and
those of South-East Asian countries.
Such thinking as professed by
outside forces that the private sector
should undertake the development
project, with no intervention what
so ever from the government,
amounts to nothing less than saying:
"Do not doas | do but do as I say."

The push for privatization of
government enterprises, rather than
being intended as solution for our
problems, is meant to serve the
interests of outsiders. Our problems
have less to do with issues of
ownership than shortage of modern
industries. Our problem is poverty.
Our problem is joblessness. Our
problem is being unable to create
opportunities for the private sector.
If, instead of selling an enterprise to
an individual or group of investors,
the government were to provide all
the support it could to those who
want and have the means to buy
government enterprises in order for
them to be able to establish new
enterprises, such a measure would
be more beneficial to the country,
since this would mean the country
would become owner of additional
modern production enterprises and,
therefore, there would be more job
opportunities for those people who
are willing to work and earn their
living. If the problem is that,
because the government's
enterprises are given  special
consideration [by way of subsidy,
for example], the private sector
cannot, therefore, be able to
compete with them, the way out of
this is to have a competition law
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that levels the playing field and
applies common rules of the game.

And there are others who argue in
favor of allowing foreign financial
institutions to operate in the country
and selling telecommunications,
electric power and water and
drainage  services to foreign
investors. This not only goes
contrary to the interests of the
people, but it amounts to nothing
less than turning over the country to
foreign interests. These services are
instruments as well as targets of
development. As such, access to,
and the manner of, their utilization
are determined by those who own
them. There will be no one to stop
the owners from heavy handed
operation once they have been
allowed to own and run these
services.

With respect to allowing foreign
banks to operate here, we have a lot
to learn from the experiences of
Southern  African countries. In
Zambia, for  example, the
indigenous population have not
been able to get involved in the
export-import sector. Those who
were once active in the sector have
been kicked out. The citizens could
not establish their own industries.
They couldn't modernize and
expand agriculture. In short, they
couldn't work and grow. Why?
Because the banks operating there
are foreign banks, and they extend
loans only to those they want. They
are  extremely possessed  of
nepotism. It did not take much time
for farmers from Zimbabwe, who
recently migrated to Zambia, to get
loans from the banks and start their
own new and modern agricultural
enterprises, the very loans, mind
you, the country's citizens were not
allowed to access. In countries
where electric power and water
services have been privatized, user
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charges have been escalated. South
American countries have provided
us with a useful lesson about the
problems resulting from such
measures.

In order to understand the kind of
pressure and oppression that results
if and when foreign investors take
over and control the economy, we
need not go any further than our
immediate neighbor in the south.

The people of Ethiopia have lived
throughout their history committed
to the protection of their country
and their freedom. It is a disgrace to
make of our children economic, if
not political, slaves by turning over
our country, which our forefathers
struggled for and made huge
sacrifices to keep free, to foreigners.
But then, because we seem to have
developed the capacity to carry such
burden of shame and disgrace, we
may not feel it now. What is sure,
however, is that the generations to
come will not only behold us with
scorn, they will also damn us all the
way.

If one insists that government
enterprises should be privatized,
and if it is so decided or agreed
upon, one way to go about the job is
to divide the enterprises to be sold
through shares, and allot 20% to the
Regional States, 30% to banks, 20%
to the Federal Government, and sell
the remaining 30% to the public.”®
Following this path has many
advantages. The Regions and the
working people will develop a sense
of ownership. Banks will find it
expedient to control the enterprises
and extend loans. Small savers
would have an alternative to

5| had suggested a similar idea in 1992/93.
Befekadu Degefe, "What Should We Do
With the Ethiopian Economy."” Be'Aman
Economic, Political and Social Issues
Monthly  (Be'Aman Publishers  and
Consultants) Vol. I, No. 1, pp. 33-34.

depositing their money in bank
deposits.

V1. DEVELOPING THE
SERVICE SECTOR

Because the enhancement of the
capacity and efficiency of those
service sectors that help facilitate
the development of the industrial
sector is crucial, they should be
given due attention, since they serve
as sources of input for the industrial
sector. Those areas of the service
sector that need particular attention
are financial institutions,
transportation and communications,
and commerce.

Unless road infrastructure is
expanded and farmers are able to
buy the inputs they need easily and
at low prices, supply their products
to the nearest possible market
outlet, have access to a developed
market where they can sell their
products and in turn buy the
services and commodities they
need; unless there are financial
institutions close to where the
farmers live from which they can
access loans at better interest rates
than those charged by usurers, or
where they can put money that they
don't need for safekeeping, the kind
of development that we envision
will be difficult to realize though
one cannot say it would be a total
failure.

Consequently, modern
transportation, a well-developed
market system and financial

institutions are sub-sectors that will

help  facilitate the country's
development project.
Our banks are pillars of

development and growth. There
can, of course, be no exchange
without money. There can be no
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significant  investment  through
private savings in the absence of
loan  systems or  schemes.
Consequently, our banks and our
savings and credit institutions play a
crucial role in our development. The
biggest responsibility in this respect
lies with our National Bank. Since
this institution has the mandate to

issue  the general financial
regulations and guidelines, in
accordance with which banks

operate, and decides how they
should operate, the National bank
determines, in the final analysis,
whether our banks play a positive,
supportive role in our development
or whether they prove to be
stumbling blocks in the process. In
this regard, the National Bank
should draw out and implement a
strategy by which the meager
resources the country has and its
foreign exchange reserve are
appropriately  invested in its
development. Consequently, banks
should loan money not to those who
are just capable of borrowing, but to
those who invest the money they
borrow in development. In addition
to this, the loan programme should
see to it that banks lend money not
only to those wealthy clients who
have sufficient collateral but also
for projects and development
activities that are considered to pay-
off in the long run. Since our loan
programme has as its goal not only
catering to the rich and the wealthy
but also providing opportunity to
the poor to become rich and
wealthy, in order for this goal to be
realized, our banks should also
extend loans to those plans and
projects that are considered to pay-
off were they allowed to operate.

In terms of developing our financial
institutions, those that need special
attention are the small savings and
credit institutions.  Since  our
development strategy is so planned
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as to include smallholder peasants
(farmers) and small-scale and
handicrafts industries, the bigger
banks may find it difficult to extend
their loan services to producers in
these activities. Precisely because it
is the small savings and credit
institutions that can satisfy the
needs of such producers from close
range, appropriate support should
be given for the expansion and
growth of these institutions.

VII. SCIENCE AND
TECHNOLOGY

It has now become common
knowledge that any given country's
social and economic  growth
succeeds when its population
achieves a sophisticated level of
scientific creativity, develops its
technological knowledge, and is,
consequently, able to capably use
the development inputs available to
it. It is an undeniable fact that the
success of the structural
transformation we envision as the
foundation for our development and
overall growth and, consequently,
the speed with which our country
liberates itself from poverty and
starts moving along the path of
progress is determined by the extent
of the scientific knowledge its
people acquire and the
technological capacity and
capability it has developed through
this scientific knowledge.

Although such inputs that are
crucial to our overall growth are
generally acquired through what life
teaches us and the experiences thus
accumulated, we get the type of
education  that takes  these
experiences, refines and presents
them in a systematized manner only
at schools in the formal educational
sector.

It has now been about a hundred or
S0 years since we bought into this
modern educational system as the
reality of the day. The one school
that started with Emperor Menelik
Il has now reproduced itself into
12,471 primary, 491 secondary,
numerous professional and
technical schools, and 6 universities
and 15 colleges.® The number of
people that need and seek education
has now exceeded the capacity of
the system to accommodate all of
them, a system that, in its early
beginnings, had to resort to
persuasion, intercession and subsidy
to convince children to come to
school [or parents to send their
children to school].

Suppose the ever-increasing number
of the country's citizens had the
opportunity for access to education.
The twin questions that we must
pose to ourselves are: What did they
benefit from the education they got?
How, in turn, did they benefit the
people and the country as a whole?
The answers to these questions
should be looked at from the
vantage point of the individual
citizen or from that of the country
as a whole.

The citizens that went to school in
previous years have gained
considerable benefits, depending on
the level of education they had
attained. They have been able to get
into high-paying jobs both within
and without the country. Because of
the education they acquired and the
consequent economic advantages
they obtained, they have been able
to command social respect.

But one cannot say that these
educated citizens had made any

16 Al the figures having to do with education
were obtained from Ministry of Education,
Education Statistics Annual Abstract, 1995
E.C./2002/03.
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significant change when it comes to
the country's development and the
betterment of the livelihood of the
people. When we consider the
efficacy of the tools of growth and
change that can be obtained from
such formal education as we are
talking about and, then, look at the
psychological, spiritual, economic,
political and social situations of our
society, we see that not really much
has changed. The farming
community has not been able to
extricate itself from antiquated
instruments of production and
skills. The industrial sector has not
expanded. In short, one cannot dare
to claim that the kind of education
we are talking about has contributed
to the advancement of science and
technology, to the development of
the economy and to the overall
betterment of the livelihood of the
people.

But, why the present state of affairs
with all that education? An
appropriate question, to be sure.
And for which, also, the answer is
short and simple. The problem is
not that educated citizens lacked the
desire to develop their country and
to improve the livelihood of the
people. The problem lies with the
aims and contents of the educational
system. It also lies with the lack of a
system that has respect for
education, research and the findings
obtained through them, a system
that, instead of relying on the
country's_intellectuals, regards them
with suspicion and a sense of
contention.

In order to expand the people's
capacity in the social and the natural
sciences, there ought to be in a
place a leadership and a state
committed, most above all, to the
development of the country and the
liberation of the people from
poverty and backwardness,
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leadership and a state that believes
in the results of knowledge and
research and their application and
using these as inputs for any
decision made at all levels. Because
such a state should lay down a
strategy for development and
growth and, at the same time, have
on the ready the scientific and
technological knowledge, both in
quantity and quality, that is
necessary  for  realizing the
development goals of the country,
the educational programme under
such a system well perforce have a
defined aim. Because a government
that does not have as its aim the
development of the country and
redeeming the people from their
problems would more than likely be
prone to make decisions from the
vantage point of its own interests or
simply based on instinctual urges,
schools could not possibly have
clearly defined aims and serve as
institutions capable of producing the
necessary  skilled manpower.
Because such a government would
tend to regard intellectuals with
suspicion rather than confidence, or
as contenders rather than partners, it
would turn to external agents for
any help or support it needs. It
would end up being at the mercy of
external individuals and institutions
for the advice and consultation it
seeks.

Consequently, regarding the
development of scientific and
technological capability, the
problem is lack of clearly defined
aims and vision by which to steer
these sectors. What is the purpose
of educating people? What are they
expected to do once they are
through with their education? If we
decided our needs and interests are
such and such, what type of
education should be provided
toward this end, and at what level?
Instead of providing the appropriate

answers to these questions and,
accordingly, designing the relevant
curriculum, we import wholesale
the educational practices of the
advanced countries and teach our
children using the same textbooks
and tools that those countries use,
but only so as to claim, by way of
paying lip-service, that we have
actually educated our children.

Our country today provides two
types of education: one that is
action-oriented, and the other
academic-oriented. What | have
here called action-oriented refers to
the different vocational fields that
enable the students directly to go to
work in their areas of specialization.
This type of education embraces
technical profession, agriculture,
medicine, and engineering. What |
have called academic-oriented
refers to the academic education
given at the high school level and
the social and natural science
education given at the different
colleges.

Until very recently, the vocational
education had not been given due
attention, so that it looked as if it
were instituted as some show-off
case. Because the institutions
catering to this type of education
were highly limited in number, the
number of students the institutions
catered to was virtually nil, whether
in terms of the manpower needs of
the country or the capacity of the
institutions to equip the students
with the necessary skills and
capabilities.

In contrast to this, about 90 per cent
of the students are enrolled in the
academic stream. The education
thus provided up to grade 12,
formerly, and now up to grade 10, is
in no way linked with practical
activities. If this type of education is
said to have ever had any aim, it
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appears that its focus had been on
producing the elite and intellectuals
meant to push the educational
frontier further forward positioned
at the topmost level of education
that they have achieved.

Students in the primary and
secondary levels are provided with
the type of education that they can
neither apply nor benefit from when
they leave school. Consequently
those students who have failed to
make it to the next level of higher
education, and whose numbers are
extremely high, end up being a
burden to their families and the
society at large, equipped as they
are with only small knowledge that
cannot translate into practice.
Looked at from this point of view,
our schools have only managed to
become manufactories for the idle
and jobless.

When it comes to those who had the
opportunity to make it to
institutions of higher education,
they cannot be said to have
benefited any better from the
education they got than their
counterparts who were forced, for
one reason or another, to
discontinue their education at
grades 12 and 10. The problem at
this level, too, is that of aims. When
we provide the education that we do
to these students in institutions of
higher education, what are we
expecting them to be and to do upon
their graduation? In which area of
training do we suffer shortage [of
skilled manpower]? Instead of
designing the education and training
programmes we provide in answer
to these and similar other questions,
what has happened is instinctively
or spontaneously deciding to have
such and such students enroll and
specialize in such and such
disciplines. In a country where the
bulwark of the economy is
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agriculture, in a country where the
industrial and service sectors ought
to have been the hope and beacon of
our development, in a country
where it has become difficult to
speak with any confidence of
infrastructure development,
educating the majority of those we
are supposed to train in the
academic stream instead of those
fields relevant to the development
of the said sectors should strike one
as an oddity.

The country has produced many
natural scientists within the last 50
years. Yet it is very difficult to get
answers to one's satisfaction and
gratification to the questions of
what these scientists of ours
actually have learned, what concrete
results they have to show for it,
what research they conducted and
with findings they have come up
with that the country could easily
apply and benefit from, and,
generally, what useful projects they
have undertaken, and more. The
education the scientists had been
getting and are still getting is, by
and large, a theoretical one that
enables them to conduct research
and arrive at new findings rather
than knowledge that they can easily
apply when they leave school and
the know-how that should come
with it. The university education
given in chemistry or biology, or
mathematics or physics and the
experiments they undertake equips
the students only with those
fundamentals that would prepare
them for the next stage in their
training.

A few students have succeeded in
broadening the scope and raising
the level of this basic education of
theirs through further training both
at home and abroad. Intellectuals
who ran into such opportunities
have been able to conduct research

in their respective disciplines and to
publish their findings in reputable
journals and have been elevated in
rank, in the process gaining respect
for themselves and publicity for
their country. They have managed
to prove their abilities to their peers
elsewhere in the world through their
own individual interests and the
knowledge that they  have
accumulated. They have, therefore,
earned the respect and reputation
due to them.

Those biologists, chemists,
physicists and mathematicians who
had not had the opportunity to go
beyond their first degree have in the
main been engaged in teaching in
high schools and colleges. Their
task is to produce the future
intellectual and expand the
knowledge territory. This is part of
the educational cycle in which
people learn about science and try
to create a society equipped with
scientific knowledge. Those
equipped with scientific knowledge
that does not go any farther than a
stone's throw are thus engaged in
disseminating exactly the same kind
of knowledge they themselves
acquired in the same manner.

Neither are our intellectuals in the
social sciences faring any better
than their counterparts in the natural
sciences. Instead of probing into
and understanding the problems our
country is faced with and,
accordingly, attempting to seek
solutions, we see our social
scientists going up and down
looking for problems for solutions
that they imbibed from abroad, in
the process steering the country
towards an even graver situation.

Considered from a different angle,
the modern education we are
speaking of has brought about a
considerable change of orientation

Ethiopian Economic Association




Economic Focus
|
AN AhS7LhN

RULE OF LAW AND DEVELOPMENT IN ETHIOPIA

among Ethiopians. This imported
education has affected us such that
we [have virtually made a vocation
of] classifying our cultural values as
backward and denigrating what is
ours, while at the same time falling
in love with the values, cultures and
ways of life of the outside world to
a point of obsessive yearning for
what is not ours. Those who color
themselves modern, but particularly
the youth, have parted ways with
the society's cultural values. What
they have learned is wholly foreign.
Consequently, they have lost their
national, social footing to a point
where their Ethiopian-ness has
become and embarrassment to
them, with the result that they tend
to gravitate more and more toward
being ferenjis.

The aim of this education to strip us
of our Ethiopian-ness has been
partially successful. It has made us
to feel embarrassed about our
Ethiopian-ness. It has succeeded in
making us look at our own culture
and values as backward.

But the education that tried all it
could to make ferenjis out of us has
not managed to do it all the way. It
has  shaken our  Ethiopian
foundation to its roots but has not
made complete ferenjis out us, the
net effect of the process being that
we have been left in a cultural
limbo, being neither here nor there.

Those who had earlier on tried
make a direct colony out us, but had
failed, have now, through an
education completely divorced from
our  culture,  succeeded in
subjugating us mentally and
intellectually. Because the
education we imbibed, believing it
would make us their equal, has not
done so, we have accepted their
superiority without any second
thought or hesitation. It should not
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at all come as a surprise, then, that
the educated generation has become
subject to an inferiority complex, a
feeling that was totally alien to our
forefathers. The reason is that any
competition we get into is played
out in accordance with the rules,
regulations and at a level
determined and set down by
outsiders.

One of the manifestations of the
tacit argument that "we fare no less
than them" is that, although our
social and natural  scientists
investigate the country's problems
and manage to find the appropriate
solutions, the audience they address
about their findings and the
solutions they have come up with,
rather than being the direct
beneficiaries to the findings and
solutions, are the ferenji themselves.
Because our problems are not the
problems of the audience thus
addressed, | very much doubt that
they even take the time to
appreciate our efforts and read our
findings, let alone use them in any
meaningful or significant way. The
aim of the exercise is definitely not
make the said audience use the
findings; it should rather be taken as
a venting out an emotion to prove
that "we may not be superior to you,
but we certainly are not inferior
either."

Such attitude and mode of operation
should change. The education we
get should be of the type that
inspires in us love for our country,
that is capable of producing results
and providing solutions to our
problems, and one that enables us to
lay down a sound development
strategy and create the scientific and
technological knowledge, skills and
tools that would help realize the
implementation of that strategy.
This education, then, must be so
designed as to enable the society

equip itself with scientific and
technological knowledge, increase
its production and productivity, and
put it on the road to progress.

The aim of the education in this
country must take into account, and
be based on, the answers we
provide to the following questions:
What values should we cultivate as
Ethiopians, both in individual and
collective terms? What significance
and aims should we attach to life?
What kind of life should we lead
both as individuals and as a
collective entity? What attributes
should we cultivate? And what
steps should we take to realize all
these?

The education we provide in this
country should have two basic
missions. One is human
development, while the other is the
development of our productive
capacity.

The education focusing on human
development should be geared
towards strengthening our
personality by enriching our social
values, developing our material and
spiritual being, broadening our
mental and intellectual scope,
endowing ourselves with mutual
trust, considerateness and courage,
strengthening our unity, and
minimizing our differences.

From the vantage point of
developing our productive capacity,
our education should be so designed
and its quality so improved as to
have relevance to the growth of the
country's economy and the overall
development of our society. We
must design training programs,
increase the self-confidence of the
educated sector and build a strong
bridge in order to close the gap that
has of late been widening between
the educated sector and the rest of
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society and bring the two closer
together.

The education we envision must
enable the society to increase its
productivity in the different areas of
economic  activity, using the
knowledge and tools available to it.
It must enable the society to make
better use of the inputs available to
it domestically as well as those it
acquires from other places. In this
way our society should be able to
better organize itself, create better
leadership and modes of operation,
and enhance its capacity to create
skills and tools to facilitate its
development activities.

It is, consequently, imperative that
we give this action-oriented
education all the attention it needs
and deserves. While the training
programmes we envision should be
strengthened in all areas of activity,
the structural transformation we
have in mind should be able to take
care of the sequence and level of
priority with which the programmes
are to be implemented. Since our
short-term focus shall be on the
development of the agricultural and
small-scale, micro and indigenous

industrial  sectors, our schools
should produce vocational
personnel,  engineers,  medical

professionals, technologists,
agricultural scientists, etc. to ensure
the success of the development of
the said sectors.

Regarding the aims of education, a
corollary to what has been said
above is the ensuring of the quality
of our education. In this respect
what is now being provided by way
of education amounts to nothing
more than paying lip service to the
sector. Because the system has not
thought out in advance what our
students should learn in schools,
there is not a single school fully
equipped with capable teachers,
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classrooms and the necessary
teaching  aids. Because the
textbooks and the tools necessary
for providing vocational, scientific
and technical training are acquired
from abroad, they are not available
at any level of the educational
system in the needed quantity, so
that our students, far from being
able to actually use them, only have
the luxury of looking at the books
and tools in the hands of their
instructors.

Since the tools and other teaching
aids are acquired from abroad and,
consequently, are expensive, it is
not surprising that there is shortage
in this respect. Even if the necessary
tools were to be made available and
the students were able to acquire
considerable experience, it is
possible that they may not be able
to use the education and training
they acquired once they are out of
school, the reason for this being that
the tools with which they have been
familiarized are not available
outside of the school system. The
only solution available to us,
therefore, is to produce these tools
domestically. When this is made
possible, because the tools will be
needed not just for purposes of
training our students but also for
production, the demand for them
will be greater. As long as the aim
of our education is to produce
technologists and producers capable
of using the knowledge and tools,
we should start with improving and
modernizing the knowledge, skills
and tools already available to us.

As long as the training acquired
through our action-oriented
educational system is left to rely
only on imported educational tools,
even if we were genuinely intent
upon expanding our educational and
training programmes, the success or
failure of those programmes will be

determined by availability or non-
availability of our foreign exchange
reserves.

As long as our aim is to undertake
broad-based national development
projects and to ensure its success by
improving and modernizing the
skills and tools already available to
us, everything must begin with
developing our own indigenous
knowledge. Although our
indigenous tools may be backward
as compared with those acquired
from abroad, this temporary
shortcoming should not be allowed
to deter us from pursuing our aim.
The effort we make to improve
ourselves, starting with what is
available to us, will, through a long
process, help lay a broad base for
the development of a science and
technology suitable to the particular
conditions and needs of our country
as well as enhancing our capacity.

In our effort to expand an action-
oriented education and to determine
the quality and the level of training
as well as the quantity of trainees to
be produced, it is necessary to link
and coordinate  the training
programmes  with production
enterprises/institutions in order to
ensure that the knowledge thus
acquired is tied to actual, practical
engagement in the various fields. It
is, consequently, necessary to
actively engage the country's
production and service sectors in
the educational system, beginning
with curriculum design all the way
up to graduation.

Focusing on action-oriented
education does not, however, mean
the total abandonment of academic
education. This branch of education
is important. Providing academic
education shall continue. What it
therefore boils down to is selecting
those students who happen to be
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specially gifted and able and
training them in the vocational,
technical and scientific branches.

Another issue that demands due
attention is the development of
research and the results obtained
through such research together with
their application. Research should
be included as one of the missions
of  producing  action-oriented
trainees/personnel, but particularly
it should be the mission of academic
educational institutions. While the
focus of the research should, on the
one hand, be on finding solutions to
the country's problems, it should
also be developing tools, skills and
implementation strategies with their
own national imprint and form, on
the other.

While making research
undertakings target national
problems and the future direction of
the development the country should
follow and, accordingly, enabling
them to develop input resources and
plan the process of their utilization
is one huge step in itself, the second
and no less important task of such
undertakings is further developing
and disseminating the research
results. It has been pointed out
earlier that, although our scientists
had been conducting serious
research on the problems the
country faces, they nevertheless had
been announcing their findings to
foreign audiences to whom the
country's problems were of no
concern or who had no inclination
whatever to make use of those
findings, in the process leaving out
in the cold the people who had all
along been victims of the problems
and who were in dire need of the
solutions to those problems.

All this needs to change, and our
scientists should take it upon
themselves to make known the
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results of their research and their
application to the actual
stakeholders in a language they
understand and in a manner they
can be easily implemented by the
stakeholders themselves.

Alongside the undertaking of
research and practical training, it
would be useful for enterprises to
have their own research and
experimentation centers, towards
which end they should be
encouraged. Ethiopian Air Lines is
a case in point in this regard. It is
not difficult to reckon with how
much success such institutions as
Telecommunications, Ethiopian
Electric Light and Power Authority
and banks had met in their attempts
to train the professionals they
sought. Instead of weakening this
practice and rendering ourselves
dependent on foreign professionals
and consultants, we should devise
ways and means by which to solve
our problems on our own. As an
incentive  towards this end,
enterprises should be allowed to
allocate a certain percentage of their
annual income (say, to the tune of
3%, for example) for purposes of
research, training, etc. This could
enhance the efficacy of our capacity
building strategy.

VIll. ETHIOPIA IN THE
YEAR 2020

If the structural transformations |
detailed above are implemented
with the support of an efficient
service sector, and accompanied by
the appropriate and relevant
education and training programmes,
Ethiopia will, in the year 2020, be
able to extricate itself from a
Nature-dependent economic and
social system and make a transition
to a knowledge-based system.

This journey of economic growth
and development shall start in the
Year 2000 [E.C.]. The vyears
between 1996 [E.C.] and the end of
the present century [and millennium
E.C.] shall be devoted to the
creation of conditions favorable to
tackling social, political and
economic issues, filling in such
gaps as may exist, and rectifying
mistakes.

Beginning with the Year 2020 the
country's economy will grow at an
annual rate of 12% and the per
capita income of Ethiopians will
rise from Birr 800, attainable in
2000, to Birr 6000 (computed at the
market value of the 1966 Birr).

The contribution of the agricultural
sector, which currently constitutes
the basis of the economy, to the
annual production the country will
decrease to 35% from the current
ratio of about 50%. The ratio of the
population engaged in the sector
will decrease from the current 85%
to about 30%. This decrease in
percentage  of the  sector's
production and manpower, rather
than being a result of any constraint
placed upon its production rate, will
be because of the huge increase in
speed of the growth of the industrial
and service sectors.

The growth of the industrial sector,
which would start out with a focus
on the micro and handicraft sectors,
will make a transition to the large-
and medium-scale industries and
will, consequently, become the
country's major source of job
opportunities and income. The gross
domestic product obtained from this
sector will increase to 35%, while
the manpower deployed in the
sector will jump from the present
10% to 40%.
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The service sector, buttressed by
modern technology and having thus
increased its capacity, will make a
huge contribution to the
development of the agricultural and
industrial sectors. The ratio of the
sector's production, vis-a-vis the
gross domestic product of the
country, will decrease from the
present 40% to 35%. The reason
for the decrease in production of
this sector is the fact that it will be
dwarfed by the huge growth rate
registered in the agricultural and
industrial sectors, not due to any
constraint  placed  upon its
production capacity.

The number of school-age children
to benefit from the education
relevant to and geared in the
direction of the growth of social
capital and economic and social
development would reach the 95%
level. Illiteracy will be done away
with  through the education
disseminated via television, radio
and by means of different
educational and training
programmes, as a result of which
adults, who previously had no
educational opportunities, will be
equipped with the necessary
knowledge and skills to call their
own.

As a result of the expansion of
education and the job opportunities
to be made available to our sisters,
the present rate of population
growth, which stands at 3% per
annum, will decrease to an average
of 2% per annum. On the basis of
this estimate, the population of
Ethiopia, presently [1996 E.C.]
estimated at 70 million, will rise to
104 million in the Year 2020.

The food regime of the people will
be healthy and nutritionally
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balanced. The AIDS epidemic,
which will have inflicted much
damage on our people between
1996 and 2005 [E.C.], will come
under control, and although the
percentage will increase to 25% in
2005 from 14% in 1996 [E.C.], it
will have diminished to 2% in the
Year 2020. The life expectation of
Ethiopians will increase to 70 years
from the present 42 years.

Due to all these achievements,
Ethiopia will become a country to
which those of its citizens who had
fled abroad will come back instead
remaining one from which they flee
for whatever reasons. It shall not
only become an example to other
[African] countries, it will move
beyond that to represent the beacon
of liberation from inferiority
complex and economic
backwardness for the Black race,
much the same way Japan has
become an example to the Yellow
race of liberation from subjugation
to the superiority of the White race.
But all this can only happen when
two requirements have been met.
The first is the reigning of peace
and stability, while the second is the
prevalence of good governance.
Unless these two prerequisites have
been fulfilled, the adversities with
which the Ethiopian people have
been afflicted will continue to go on
the rise and as a result, our country
will become a hotbed of wars and
mutual destruction and annihilation
rather than a pillar of development
and prosperity.

It is only when we Ethiopians, as a
unified community, manage to abort
the efforts of divisive and
disintegrative forces and be able to
coexist in love and brotherhood that
we can achieve this. When we say
that we are one people, it does not

mean there are no differences
among the different communities
constituting the population. What
we rather mean is that, although
there are linguistic and cultural as
well as other differences, there also
are, on the other hand, factors that
go to underscore the primacy of our
unity. Because of centuries of
having lived together, we have
created links through intermarriage
and other forms of interaction,
forged common cultural bonds, and
developed a combined network of
cultures and forces that put our
unity in the forefront more than
those factors and forces that foment
differences among us. Our effort
should consequently be geared
towards strengthening those factors
that would help slacken the tension
in our differences and mapping out
the path that would enable us to live
together, rather than whipping up
those forces that would add up to
the already existing differences and
the ensuing tension.

We must realize that the affliction
with  which  territories  are
exclusively claimed by one
community or another and, for that
reason, telling others to pack off to
where they belong smacks only of
infantilism. We must understand
that such a game is not a product of
a mind that is capable of seeing
beyond today far into the future.
What is, consequently, expected of
us is to carefully consider the
damage caused by the contention
among ourselves to go our separate
ways and to realize that we will all
be losers and none of us winners in
such a struggle and, accordingly,
cooperate with each other and make
a concerted effort to rid ourselves of
the poverty in which we find
ourselves. Where one comes up
with a claim to a given territory and
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starts contending that one had been
divested of that territory at such and
such a time in the past, what follows
is only another counter-claim that
the first claimant has no right to the
contended  territory, that the
claimant had actually taken it away
from the latter, the adjudicator in
such claims and counter-claims,
rather than being History, will
certainly be none other than
resorting to the use of the force of
arms. We must, therefore, realize
the consequences of the mutual
destruction following from such
confrontation and must be able to
coexist in a state of mutual respect
and consideration.

The second issue, which is linked to
the preceding one, has to do with
the prevailing of good governance.
The most harmful culture in
Ethiopia at present is the abuse of
power. When Ethiopians hold the
reins of power, they invariably tend
to be vicious and cruel. A person
who has been kind and concerned
about the welfare of humanity
suddenly becomes vicious and
heartless when assuming power.
What is surprising is the fact that it
is not only people who find
themselves at the pinnacle of power
who become afflicted with the evils
of power but all those who find
themselves in positions of power at
the different levels of the hierarchy.
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A kind and compassionate person
suddenly becomes ruthless when he
becomes a member of the police
force. A once humble and God-
fearing man steals property given to
his care when he becomes a
watchman. A respectful and polite
person scoffs at people when he
becomes an errand person. Looking
at all this, one is tempted to ask if
we, as Ethiopians, lack the ability to
properly use our positions of power
in the service of the people and the
country's development, at whatever
level of the power hierarchy we
happen to be. Or, should we ask if it
is only those people who lack this
ability but are adept at oppressing
people and compounding their
miseries who are perchance fit to
hold the positions of power,
whether high level or low level.

Every Ethiopian must realize that
any public official or servant is in
the position he is in as the servant of
the people in order to protect them
from external incursion and internal
violation while they peacefully go
about their daily business; that the
official is there to facilitate both the
internal and external conditions for
the people to work and feed
themselves, own property and lead a
respectable life. Ethiopians must
realize that they cede a portion of
their income to the state in the form
of taxes and that the money so

collected by the state should be
invested toward the reduction of
their  poverty, nurturing their
development and enhancing their
capacity and efficiency and they
should, accordingly, follow-up and
monitor the activities of their public
servants who happen to be in the
employ of the people [and not the
other way round].

The people of Ethiopia must make
sure that the state properly
administers  their  affairs in
accordance with the law and in a
manner  appropriate  to  the
responsibilities the people have
mandated it with. They must make
sure that the state is their partner in
development and, accordingly,
prevent it from turning into their
enemy and becoming a stumbling
block to their aspiration to prosper,
or robbing them of the gains they
have made through their efforts.

If these conditions are fulfilled, the
people of Ethiopia will at least
attain the level of development |
have detailed above, or even better,
in the Year 2020.

May the Almighty help the people
of Ethiopia to free themselves of
their poverty and ensure the success
of their efforts they make to live
together peacefully.
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We draw at least three insights from
the vast literature on the
effectiveness of foreign aid. To
begin with, aid on average has not
been an effective tool in stimulating
growth in developing countries.
And certainly much less potent than
trade. Secondly, by the weight of
evidence available aid is not
endogenous to domestic policies of
recipient countries. Strategic and

political considerations  have
primacy in  determining the
allocative decisions of donors.

Thirdly, not only the amount of aid
but type of aid is also an important
factor in terms of affecting
outcomes.

This brief presentation takes up the last
issue to provide one more evidence as
to why Donors need to back up the
Government’s effort to redirect aid
resources from a project-type approach
to one of a budget support modality.
More specifically, it shows that the
former may not have helped much in
stemming out the cyclical elements of
fiscal revenues in Ethiopia.

Aid and Fiscal Policy: A Glimpse
Partly as a reflection of a small
taxable economy and partly due to
low tax revenue productivity, the
Government is used to relying
substantially on  concessional
external public transfers to finance
its fiscal needs and also ease
balance of payment problems.
Whatever fiscal measure we choose
it pictures a government finance
critically dependent on external
resource inflows.

Between 1979/80 and 2001/02, the
shares of grants and external
borrowing in Ethiopia’s public
finance more than doubled reaching
4.7 and 9.5 of percent of GDP
respectively. For the same period
tax revenue consistently stagnated
below the 15 percent threshold.
During the early 1980s for every
unit of external aid resource
mobilized it was possible to match
it with 3.5 units in the form of tax
revenue. These days the ratio has
almost come to parity. Here it is
worth mentioning that aid is not

without cost to the economy.
Several empirical studies find that
foreign aid might subject recipient
countries to Dutch- disease type
effects by increasing the relative
prices of nontradeables and in many
instances dampens local tax effort.
Similarly, the contributions of
foreign aid as a financing scheme to
budget deficits can not be
underestimated. Had it not been for
grants, for instance, government
budget deficits over the past ten
years would have stood at about
9.45 percent of GDP. Yet the size of
the deficit that does not require
financing through borrowing was
reduced to 6.18 percent of GDP
attributable to grants. External
borrowing seems to have shown a
sustained rising trend which for the
post- Derg period might partially be
explained by the fact that
monetization of deficits has largely
been avoided.

6 Fiscal Indicators of Aid
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ttf and gdf refer to ratio of tax revenue to external resources mobilized; contribution of grants to deficit financing; and shares
of foreign aid to capital expenditure respectively.

Source: Derived from MoFED data.
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One may also deduce some
significance by considering the
specific functions foreign aid is
meant to tackle in Ethiopia. In any
given year, about half of the capital
expenditure commitments in
Government budget is sourced
through aid and debt. The issue is
more emphasized when we consider
counter part funds generated from
in-kind aid. Gupta, et al (2003) use
different sources to report that in
2000/01 counter part funds from the
sale of food aid by Government
amounted to 37.2% of grants; 7.6%
of total revenue and grants; 6.4% of
total expenditure; and 1.9% of
GDP. This implies that external
public transfers do have a make or
break role on provision of vital
social development services and
physical infrastructure.

Budget Support Vs. Project Aid:
Notwithstanding the fact that either
is a better option under some
specific conditions, general budget
support is arguably superior in
enhancing developmental impacts
of public funds. Project (program)
aid is often tied along operational
lines such as  procurement
provisions which markedly reduces
its true worth from what otherwise
would have been under competitive
conditions.

Additionally, the risk of fund
fungibility is more pronounced
under project aid. This is the
situation where the Government’s
preferences diverge in the with-and
with-out aid scenarios. It is worth
noting that current literature on fund
fungiblity unfortunately reflects
only donors’ fears. Budget support
would reduce the likelihood of such
factors since it now requires the
overall budget to reflect agreed
priorities.

We may add one more reason. To
identify the cyclical components of
fiscal revenue in Ethiopia, we apply
a simplified linear detrending

Vol. 6 No. 5/March 2004

technique. More specifically, we
decompose the fiscal revenue data
series (f) into a cyclical component
(c) and a linear function of time (t)
using:

fi=a+pBt+c,

Or in an equivalent manner we
proxy the cyclical component from
the residual series of:

In(f) =a + Bt + &

Estimating the correlation
coefficients between the cyclical
components of fiscal revenue and
aid resource inflows helps assess
the effectiveness of the latter. It
would help to provide some
preliminary assessments as to how
foreign aid in Ethiopia which
mostly is of the project aid modality
fared in terms of easing the impacts
of  fiscal instabilities.  The
derivations indicate that on average
external public transfers may not
have been anti cyclical in that they
tend to decline during periods of
fiscal revenue reductions (See
Table). Nevertheless, there seems to
exist some shift since the beginning
of the last decade in that grant
inflows may have reduced the
sloppiness of fiscal revenue
fluctuations.

Correlation Coefficients between
fiscal revenue and cyclic-ability of
financing sources

Grants | External | Domestic
Loan Loan

-0.3459 0.0580 0.3189

-0.3591 0.5 0.1

0.0952 -0.5 0.2857

0.1765 0.0435 0.1928

All the correlation coefficients are
Spearman’s rtho which also allow for
tests of independence.

Source: Own calculation using data
from MoFED.

Fiscal revenues in Ethiopia are
prone to shocks due to the
economy’s heavy dependence on
the vagaries of nature as well as the
discomforting realities of external

trade. While public transfers from
the rest of world is certain to have
brought some relief, the existing
mechanism of inflows have been
more or less a damage control
exercise. It is perhaps for this
reason that Governments in
Ethiopia tend to be forced to the
untenable alternative of domestic
loans.

Conclusions:  External  public
transfers would by all likelihood
continue to feature prominently in
the country’s fiscal policy. It is such
an  important  variable that
Government does not afford to be a
passive recipient of foreign aid.
Consequently, the current debate on
the modality of aid should
encourage Donors to redirect
resources towards supporting the
Government’s budget as opposed to
project-type piece meal measures.

The preference for channeling aid
through budget support is based on
practical reasons in addition to the
costliness and fungiblity aspects of
project aid. Shocks to fiscal
revenues instigate cut backs in vital
expenditure items. Such spending
cuts constitute tremendous adverse
implications to the economy where
the public sector is a substantial
player as in Ethiopia. There is more
to it in that the incidence of a
sudden reduction in budgets fall
unproportionally on the poor. This
is empirically established by one of
the foremost thinkers on poverty
analysis, Martin Ravallion. Hence,
foreign aid targeted at supporting a
credible budget would help improve
aid effectiveness in Ethiopia.
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