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The last decades of the 20th century were the years of massive technological
revolution. Every dav the world is awakened to new and awe-inspiring findings
and /or processes. These advancements in knowledge have elevated ideas and

tfechnology to the forefront of the array of inputs in the production dnd distribution
of goods and services.

The revelution in information communication technology (ICT) has narowed the
space between individuals and nations. In a matter of seconds people every-
where in the world comimunicate with each other and transmit data and informa-
fion. The Internet has vastly changed the way people do business and learn.

The emerging consensus is that nations must strive to harness the exploding tech-
noloegy and use it fo improve the welfare of their people. Clearly the era of cheap
and unskilled labour is over. The 21 century is bound to be an era of skilled and
cheap labour. Indeed the survival and developntent of nations as well as the
welfare of their people in the 21st century would depend on the knowledge and
skill that the people have accumulated and use in their respective activities.

Given this general drift, it should be obvious that for Ethiopia to reduce poverty
and locate itself on dynamic growth and development frajectory it would need to
position itself in a ways that would maximise the acquisition and utilisation of the
fast unfolding knowledge. Such knowledge would increase the efficiency of re-
source use, and enhance its competitiveness in the global market.

Given the fact that information, communication technolagy is at the centre of the
acguisition and distribution of new knowledge as well as its effective utllisation: the
Ethiopian Economic Associafion [EEA) in collaboration with the Ethiopian Informa-
fion Technology Professional Association (EITPA) held a workshop intended to ex-
plore the potentials as well as the need for creating an enabling environment for
its growth and development.

The molivation and point of departure for this round table discussion was the ap-
preciation of the facts that:

l. ICT is of cnncal importance to the country's survival and well being,

Il. The potential exists both within the country and in the Diaspora to make the
country a centre of excellence;

1. There is an overwhelming need to increase the awareness of stakeholders
on the necessity of locating the couniry on a fast ICT track.

This issue of the Economic Focus contains, in the main, the papers prepared and
presented at the conference.
We have also included articles on PRSP and one on culture. B

Vol. 5 No. 2 / July-August 2002 Ethiopian Economic Association



Economic Focus
A RSN

Editorial and Letter to the Editor

“

Applauding Cultivation of
Culture Conducive to Eco-
nomic Development

| was very much touched by
the bilingual articles pre-
sented in the Economic Focus
of Mar-Apr 2002, which deaply
impressed me to note the per-
tinence of understanding cul-
ture to the effort of bringing
development of all aspects in
this country, To my judge-
ment, all the points raised by
the contributors deserve am-
ple attention as they have
vividly stipulated the attitudes
we have towards seeking pro-
gressive improvement. | was
very much affected by the ar-
guments in the articles which
helped me reshape my think-
ing and at least start thinking
rather in a different way than |
used to towards work- an
'engine’ to  continuously
change one's life for the bet-
ter. A culture of work is a
guestion of wvalue, attitude,
individual and collective be-
haviours, which give rise to
and incarnate the spirit of
work,

When referring to realities in
Ethiopia, articles of Professor
Mesfin Wolde Mariam and Dr,
Berhanu Nega impressed me
in their simplistic way of ¢lari-
fying the unavoidable interde-
pendent consequential rela-
tions between culture and
development and their expla-
nation with particular refer-
ence to the realities with us.
This issue, | believe, should
be broadened to the extent of
forming a sound base to the
clearer understanding of intel-
lectuals at all levels. We can't
just underestimate its signifi-
cance in contributing a lion's

Yol. 5 No. 2 / July-August 2002

Letter to the Editor

share to the ruined economic
condition of  present-day
Ethiopia through its multifac-
eted reflections.

Let me state my belief from
personal cbservation to argue
the case for culture as a de-
terminant factor to economic
development in Ethiopia. Ac-
tually | came to realise that the
community | was brought up
in, and the kind of belief, cus-
toms and attitude they had
followed rather tended to
dominantly shape my present
understanding about devel-
opment than any other factor -
be it education (in which |
went through to the university
level) or the working environ-
ment | am currently in.  With
careful reflection, | concluded
that | was still thinking in the
way my parents (illiterate in
terms of formal education)
used to. The only discernible
difference is in my being an
urban dweller, reader and at-
tendant to progresses taking
place around the globe, and
hence echo those events
through appreciation without
even a damn effort to trans-
form them into useful activi-
ties. | believe a sizeable num-
ber of my colleagues have
fundamentally the same atti-
tude as | in not allowing
change in our attitudes and
behaviour owing to changes
that occur around the globe.

The other issue that is worth
mentioning is government atti-
tude and policy. | hardly
doubt the fact that the current
system of political admini-
stration pursued by the gow-
ernment in power i.e. ethnic
based regional autonomy has
something to do with the case

of undermining the role of cul-
ture to go in harmony with the
best of economic develop-
ment. It does not motivate
exchange of worthy views,
beliefs, and attitudes and in
general good working culture
across regions, as it does not
permit easy mobility of people
and resources mainly due to
information and communica-
tion barriers, Thus this seems
to have something to do with
dismantling the way that leads

to convergence of rational
thinking towards develop-
ment.

While the issue of culture and
economic development with
respect to the reality in Ethio-
pia has become a centrepiece
by distinguished scholars, the
next step is believed to origi-
nate and hence gain enor-
mous consideration from the
government. As | attempted
to grasp from the articles, the
effective approaches to devel-
opment must be supported by
country owned positive cul-
ture. In the strength of culture
to be the 'engine' of progres-
sive development, govern-
ment must ensure to provide a
sound governance framework,
help to create a functioning
institutional infrastructure,
and enable advanced culture
in people. To this end, the
thinking should emphasise
the importance of establishing
institutional framework con-
ducive to creating a cultural
environment consistent with
steps taken to economic em-
powerment. In this regard, |
have a crude opinion of form-
ing an institution that deals
with identification, analysis,
and eventually establishment
of a pro-development culture

Ethiopian Economic Assoclation
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among citizens, of course
without alienating the role of
government officials in its
realisation, through public
discussion (like the one EEA
is doing but with profound
public involvement), intensive
short term trainings and alike.
The ideal institution would be
better located in educational
institutions where heated de-
bates could be entertained
with a relative degree of free-
dom. Needless to say, allot-
ting a budget on the part of
the government sufficient
enough to execute the insti-
tuted duties to the desired and
expected level is a necessity.
As | stated earlier, the effort
may include but not fimited to
allowing open discussion on
the matter- like some attempts

done on poverty reduction
strategy paper- targeting all
sectors of life -intellectuals,
government officials, grass-
roots lever members of soci-

oty.

Broadly speaking it is it diffi-
cult to capture the full circum-
stances of culture and devel-
opment at this juncture. A
revolution to cultivate culture
to the evoivement of noble
thinking needed for bringing
an all rounded improvement at
all levels must become the
leading agenda and priority.
We need to start questioning
every aspect of our move: Are
we really exerting efforts t-:::i
wards contributing to the
emancipation of our society
from poverty, or...7 As a gen-

eral rule, let's start creating a
future with better cuiture by
unleashing the spirit of our

young generation in the right

direction. Reducing the mate-
rial dominance of beliefs in
abstracts in our existence:
aveoiding backward cultures
deterring the motive for seek-
ing progressive improvement;
encouraging artful way of
facing and dealing with diffi-
cuities; and sowing the good
sense of proclaiming inde-
pendence in our minds and
doing what is right towards
realising it.

Yayeh Yimer
CEBE m

ANNOUNCEMENT

The Ethiopian Economic Association/Ethiopian Economic
Policy Research Institute is pleased to inform its esteemed
readers that the ‘Second Annual Report on the Ethiopian
Economy’ is now in the printing Press and will be available
soon for sale.
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COULD ETHIOPIA TURN ICT

ICT Development in Ethlopla
—

INTO ITS DYNAMIC

COMPARATIVE ADVANTAGE?

Eshetu Alemu

e and Technolagy

he Government needs to
I build up national capacity to
exploit the opportunities
made available by Information
and Communication Technolo-
gles {ICTs} to capacitate the im-
plementation of the multifaceted
economic development agenda of
Ethiopia in its fight against pov.
erty.

Ethiopia's large potential of its
human resource can be lever-
aged as a comparative advantage
to speed up its participation in
the knowledge sconomy. The
exploitation of such potential can
be facilitated through the intro-
duction of different policy in-
struments. In ling with this, the
Government of Ethiopia has em-
barked on a full-fledged national
ICTs capacity building pro-
gramme. The programme has
sufficiently addressed the impaor-
tance of;

« producing qualified trainees
who can contribute towards
developing innovative prod-
ucts and facilitate technology
transfer, particularly for pub-
lic and civil service delivery
mechanisms;

= attracting the Diaspora to
effectively support the im-
plementation of national pro-
grammes by assisting the
government in decision
making process as well as by
partnering with the local ICTs
private sector and encourag-
ing foreign investors; and

= supporting professionals and
instltutions involved in re-
sponding to natiopal ICTs

Vol. 5 No. 2 [/ July-August 2002

deployment requirements
and focusing also on export-
oriented products and serv-
ices.

It is therefore quite understood
that, if ICTs is strategically and
wisely deployed in order to mas-
sively educate the young genera-
tion and enable SMEs, we can
clearly anticipate its impact in i:
contribution to the national em-
ployment creation, good govern-
ance and penetration into the
global market as well as positive
impact on economic dovelop-
ment.

The Government of Ethiopia is
committed to speed up the prag-
matic process in its capacity
bullding programme. Thus, it
solicits a strong and active par-
ticipation of and partnership from
all stakeholders to cope with the
challenges of the new develop-
ment order.

The ICTs capaclty building pro-
gramme would like to support tha
process that enables the role
ICTs can play In the economic
development structure.

“ICTe can have an immense di-
rect Impact on the lives of the
poorest. Provision of ICT allows
the poor to access markets, to
demand services, to receive edu-
cation, and to learn new skills.
ICTs give a voice to the disadvan-
taged — a voice that enables the
poor to use their own knowledge
and strengths to escape poverty
traps. Indirectly, ICTs have an
ever-increasing role in promoting
sustainable economic growth
through the promoticn of exports,

especially in services, through
improving the function of markets
and increasing the quality and

efficiency of government serv-
ices."' m

Expressions & Phrases

If a house be divided against
itself, that house cannot stand.

Bible

Mark

ca. 70

There is strength in the upion
even of very sorry men.

To win withou risk is to tri-
umph without glory.

A vaincre sans péril on triomn-
phe sans glofre.

+

If.a donkey brays at you, don’t|
bray at him.
George Herbert
Jacala Prudencom
1651 |

C. Kenny et al. [nformation and
Communication Technologies and
Poverty. April, 2001,

Ethiopian Economic Association
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THE NEED FOR CRITICAL MASS OF HUMAN RESOURCES

TO SUPPORT A KNOWLEDGE-BASED ECONOMY - IS
ETHIOPIA READY?

Afework Temtime and Ahmed Hussien

Ethicpian Information Technology Professionals Ass

ciation (FIPA)

I. INTRODUCTION

The world is in a conunuous wave of transformation
as a result of developments in the new knowledge-
based economies. It is well recognised that the
knowledye economy offers unprecedented opportu-
nities. But the gains will not be automatic. It will
benefit countries in proportion to their success and
investment in building human capacity ready for the
knowledge economy. Human resource development
is not a new concept. It requires investments in edu-
cation in schools and universities, as well as formal
and informal training for youth and adults, What is
different today, however, are the new opportunities
and challenges in building human capacity for the
knewledge economy.

2. WHAT IS KNOWLEDGE-BASED ECONOMY
(KBE)?

Prof. Lester Thurow, an MIT professor, in his book
entitled "knowledge-based economy”, defines KBE
as “the economy based on innovation, extension, and
application of knowledge."

The KBE represents a strategic new era that human
beings are entering. In this new environment of social
and economic development, knowledge and informa-
tion are recognised as being at least as important as
physical capital, financial capital and natural re-
sources as a source of economic growth. The rich
economies are coming to depend increasingly on the
creation, distribution, and use of information and
knowledge, involving both technology and human
capital. The most distinctive feature of the knowl-
edge-based economy is that it uses knowledge per-
vasively as both an iriput and output throughout the
economy. A report by the OECD estimates that more
than half of total GDP in the rich economies is now
knowledge-based, including such industries as tele-
communications, pharmaceuticals, education, and
television,

So knowledge is becoming the most important
source of growth as well as productivity. Information
means competitive advantage, and knowledge leads
to progress. The keys to the strong economic and
cultural growth of a nation's future are successful

Vil 5. N, 2 7 Tpdv: Auegsr, 2007

generation, acquisition, diffusion, and exploitation Jf
knowledge.

3. WHAT ARE THE OPPORTUNITIES?

The new economy, knowledge-based economy, in-
formation society - these are a few of the terms peo-
ple use to dénote the new global order. Whatever the
term one uses, it is clear that we are in a period of
dramatic chapge. Advances in information and com-
munication technologies (ICTs) and knowledge ar-
transforming the landscape of the global economy,

This ICT revelution is opening new possibilities in at
least three ways. First, the new order is allowing a
leapfrogging over old technologies: For example,
cellular phone technology is now viable for villages
and poor neighbourhoods that have never been wired
far traditional phones. The number of mobiie lines is
already becoming larger than the number of fixod
lines in most developing countries including African
countries. Second, new technologies are providing
links to global knowledge recorded electronically.
Technical advances have made it easier to find
knowledge anytime, anywhere to solve problems.
Third, IT is drastically improving access to quality
education, through computer-assisted leaming and
Internet-based distance leaming. China, for example,
has already trained more than 2 million college stu-
dents through radio and television education.

But these new opportunities have also ralsed the
stakes, Technical progress is shrinking the world to a
global village. This makes us more interdependent
and also subject to greater competition and new ne-
cessities. One of these necessities is finding invest-
ments in people a geeater priority than ever. This is
especially because the competitiveness of people
and societies now depends on their skills, knowledge
and command of information.

4. WHAT ARE THE NEW EDUCATIONAL
NEEDS FOR THE KNOWLEDGE-BASED
ECONOMY?

Investment in people starts with education, but what
are the new educational needs? Traditionally, a coun-
try's economic growth and soclal progress have been

Erhinopan. Frannmin Meardraino
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strongly correlated with educational attainment. To-
day. the new economy calls for changes in education:
not just more education, but substantially different
education.

Beyond the mastery of basic subject matter and liter-
acy, success in the knowledge-based economy re-
quiies @ mix of both soft and technical skills. The =oft
skills include the ability to think critically, communi-
cate well, and work effectively in teams, interdepend-
ence, willingness for continuous learning, creativity,
risk taking, decision making, entrepreneurship,
flexibility in the face of change, and language skills.
Technical skills are required at all levels-basic to
advanced. Knowledge workers, particutarly those in
the |ICT discipline are the key players in the knowl-
edge-based economy. The |CT discipline is so vast
covering a wide range of specialisations. Following
are some of these specialisations:

= Artificial intelligence

« Computer science

= Computer engineering

* Computational science

+ Database engineering

= Computer Graphics

*  Human-Computer Interface
*  Network Engineering

+  Dperating Systems

= Performance Engineering
* Robotics

*  Scientific Computing

=  Software architecture

» Software engineering

*  Bystems security

= Agrospace engineering

+ Bioinformatics

= Cognitives Sciences

= Digital library systems

« E-commerce

+ Financial services

+« Genetic engineering

* Information science

= Information systems

«  Public policy and privacy
» |nstructional design

. Knowledae engineering
= Management Information System
»  Multimedia design

« Telecommunications

= Computer security

= System administration

= Web development

= Database administration
« Etc,

Over the past two decades, the skills needed to suc-
ceed havé changed radically, but not the skills taught
in schools. In mest developing countries, there is a
migmatch between the skills of graduates from col-

Vol. 5 No. 2 f July-August 2002

leges and universities and the needs of knowledge-
based economies. Most graduates are not equipped
with sufficient skills for coping with today’s life and
work. Some have low knowledge skills despite high
levels of education.

Learning in schools, colleges and universities is im-
portant but not sufficient. Policies for the workplace
and family settings are needed, and employers’ role
in promoting knowledge-based skills is critical.
Above all, education now needs to prepare workers
for lifelong learning—much of it informal—so that
they can continuously upgrade their skills. For this,
people must be flexible, adaptable, practised in tak-
ing the inltiative, and able to absorb new knowledge
and skills.

The knowledge economy thus calls for an education
system that is tuned to the needs of the market, suf-
ficiently flexible to adapt to changing demands, and
encourages lifelong learning.

SECHALLEHEES AMND RISKS

Throughout history, the success of economies has
been based on knowledge. What is different today is
that knowledge is becoming the most important fac-
tor for competitiveness and social welfare. This
poses new challenges that may not always be easy to
recognise,

At least three risks can be identified. One risk is of
further excluding people who lack the right educa-
tion. Among some of the developing countries there
are serious concerns that the advances in knowledge
may be adversely affecting unskilled workers and
increasing unemployment, Certainly technical change
and organisational change is widening the wage gaps
between skilled and unskilled workers, The pain of
exclusion will be felt even more strongly in develop-
ing countries, where access to education and T is
much more uneven, Unless governments take imme-
diate steps to address this risk, the poorest people
and countries will be left behind and increasingly
marginalised. To reduce the risk it calls above all for
improvements in access to basic education, and in-
creasingly in secondary and higher education as well.
It also calls fur labour market reforms that will permit
people to use thelr skills in an increasingly flexible
way,

The second risk is the brain drain, which occurs
when countries lose the competition to retain, regain,
or attract skilled labour. The brain drain from poor to
rich areas and countries is, of course, not a new
problem. But the position that knowledge now occu-
pies—as a key source of comparative advantage—
has been speeding up the movement of skilled peo-
ple to places where they can most easily turm knowl-
edge into wealth. The United States is now attracting
many of the brains of the world for this reason. Since

Ethiopian Economic Association
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1878, China has sent 300,000 students for training in
the US, but only about 100,000 have returned. A re-
cent BBC article shows that “up to 100,000 people are
believed to have left South Africa over the last three
years, and 70% of skilled South Africans still in the
country say they are considering emigrating, despite
government calls for them to stay and help their
country”, To reduce the risk of brain drain, countries
need to provide a policy environment that facilitates
and rewards knowledge-based activities.

The third risk is of losing the competition for capital
investment, In the global, competitive economy, capi-
tal investment follows human resource capacity. Sin-
gapore, for example, developed its highly skilled
workforce within the context of a strategy to attract
foreign direct investment in high technology indus-
trigs, China has had exceptional success in its pub-
licly sponsored high technolegy and science zones,
where foreign-owned enterprises now account for
three fourths of the exports and labour productivity is
twice as high as in the rest of the economy.

6. RETHINKING ABOUT EDUCATION
SYSTEMS

To centain these risks of a widening knowledge gap,
and ultimately an economic and social development
gap, governments can do a lot to catch the train of
the knowledge-based economy so that the digital
divide becomes a digital dividend, the knowledge
divide turns into a knowledge dividend. Moreover, the
knowledge-based economy is changing the tradi-
tional education and work pattern—from sequential
maodel of learning to lifelong learning as depicted In
the following diagram:
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Based on the successful experiences and research
findings, it is believed that countries may want to act
on three fronts.

s Increasing emphasis on quality
= Providing opportunities for on-tha-job tralning -

lifelong leaming
Reforming education and capacity bullding
Generating financial resources for human capac-
ity

¢ Mobilising the Diaspora

* Improving the institutional, policy and regulatory
frameworks

7. ETHIOPIA’S COMPARATIVE ADVANTAGE

Ethiopia should play a key role at least in the Hom of
Africa region. If the majority of the over 80 miliion
Population are properly educatad, it will indicate the
great potential that the country has in producing a
critical mass of human resources required for a
knowledge-based economy. Within the country itsalf,
regions are very diverse with rich positive cultural
values. This diversity provides Ethiopla ample oppor-
tunities for sharing knowledge and exchanging ex-
periances to help one another build capacity for the
new aconomy. As one of the most populous country
in Africa and |ndeed in the world, Ethiopla has enor-
mous potentldl to tap and a lot to contribute. As for
all countries, Ethiopia's competitive edge and pros-
pects for sustainable development will be decided by
its people's abllity to create, acquire, share, and use
knowledge.

Ethiopla, being located In the Hom of Africa, has a
very conducive time zone that attracts big ICT busi-
nesses based in States and Europe that do business
around the clock — 24 hours a day. Ethiopia’s proxim-
ity to the Middle East can also be considered as one
of the comparative advantages.

The fact that many reglional and Intermational organi-
sations are based in Ethlopia makes the country fa-
vourable for knowledge-based activities. Furthar-
more, the majn medium of instructions in schools,
colleges, and universities Is English; making it con-
duclve for the production of a critical mass of Eng-
lish-speaking workforce that can deliver knowledge—
based products and services by tapping into interna-
tional market as Indla and other English-speaking
East Aslan countries do.

But == it was expiained sarller thess potentlal gains
will not be automatic. They will bulld up relative fo the
sffort Ethlopla makes to take advantage of them. The
stakes are high, People and countries with the capac-
ity to participate In the new economy will reach un-
paralleled lovels of prosperity. Those who lack the
right knowledge and skills will increasingly be left
behind, without the abllity to Improve thelr living
standards, to manage thelr environment sustainably,
or to provide a decent start for their children,

8, STATUS OF ICT HUMAN RESOURCES IN
ETHIOPIA

Recant developments in the country show that public

curiopian Economic Association
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institutions are being strengthened in terms of pro-
gram diversity, infrastructure, human rescurces, and
etc through the government's recently launched ca-
pacity building and civil reform programmes. Fur-
thermore, ICT programmes are being introduced in
the newly established regional colleges and universi-
ties. The new national curriculum that introduces ICT
courses at high schools is also encouraging.

The private institutions that deliver ICT training, prod-
ucts and services are flourishing. Currently, it is esti-
mated that there are over 100 such companies in the
country compared to insignificant numbers a few
years ago, Private IT colleges and certification centres
are also on the rise.

It is observed that there is great program diversity in
terms of the level and content of IT courses offered.
The main programmes that are conducted by higher
education institutions are computer science, informa-
tion science, information technology, electrical and
computer engineering, and management information
system (MIS), Courses are offered starting from basic
and special training levels to advanced levels at di-
ploma, degree, post-graduate diploma and Masters
levels.

The annual intake capacity of both the public and pri-
vate institutions is estimated to be around 2000 con-
sidering both their regular and extension pro-
grammes. Starting from the academic year 2002/2003,
it is estimated that there will be about 1000 IT gradu-
ates per year in the country. This figure is extremely
low compared to even some developing countries
inciuding some of the Sub-Saharan African countries,

In reference to ICT human resources in Ethiopia, there
are a number of challenges that need to be ad-
dressed. These include:

= Very low level of annual production of IT man-
power (only 1000 people)

*» Local demand is not strong enough

« Ower production may lead to brain drain and un-
employment

« Further delay cannot be*affordable in making
skilled workforce available—time is against us.

Despite these challenges, there are a number of fac-
tors that contribute to the strength and huge potential
that the country has in terms of developing a knowl-
edge-based economy. These include:

= Cheap and dependable, highly motivated and dy-
namic young workforce

« Local market is potentially big

« Recently, more attention is being given by the
government to ICT programmes

= Some efforts are underway to make the invest-
ment policy more favourable

*« There is a capacity to produce abundant work-

Vol. 5 Ne. 2 / July-August 2002

force in the ICT sector

* Entry to the ICT market and global competitive-
ness is cheap and easy

* Ethiopla has potentially strong Diaspora of about
1 million peopile

9. THE WAY FORWARD-RECOMMENDATIONS

Ethiopia has a great potential for developing a critical
mass of human resources for a knowledge-based
economy in a short period of time. However, concrete
actions have to be taken RIGHT NOW!

There is an enormous need to empower all citizens
with knowledge by providing opportunities for lifelong
learning programmes both in public and private insti-
tutions. Moreover, strategies should be deveioped
that provide ICT skills for all at all levels. Apart from
encouraging the IT curriculum in schools, extensive
internship and apprenticeship programmes should be
put in place that encourage the young professionals
to acquire practical and functional skills and work
experienceg.

Considering the dynamism involved in the ICT sector,
serious attention must be provided to keep the quality
and standard of IT curricula by devising a mechanism
whereby they can be reviewed on a regular basis.

Private-public parmershir mechanisms should be
developed to strengthen the capacity of existung edu-
cational establishments in terms of Internet access
reference materials and books, etc. Furthermore, a lot
has to be done in strengthening relationships with the
world leading IT companies such as Microsoft, Ora-
cle, CISCO, etc. in order to expand the opportunities
for producing world class IT personnel that can be
competitive in the global market

One of the opportunities that ICTs offer to developing
countries such as Ethiopia is the enhancement of
distance education programmes. Therefore, such
programmes should be strengthened to produce the
workforce required for a knowledge-based economry
in a short pericd of time.

Furthermore, the developn.ent of IT Parks, Centres of
Excellence, Think Tanks and professional bodies
such as the Ethiopian Information Technology Pro-
fessionals Association (EITPA) should be encouraged
and strengthened,

Impiementation of these activities requires clearly
defined and articulated collaborative and joint activi-
ties of all stakeholders. Everyone has a lot to contrib-
ute. Government, private sector, civil societies and
professional bodies, academia, etc. have a key role to
nlay in the process of hamessing ICTs for develop-
ment in general and producing the required workforce

to develop a knowledge-based economy In particular,
E
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RETHINKING OUR DEVELOPMENT
STRATEGY: THE NEED TO UTILISE

OPPORTUNITIES PRESENTED BY ICT

The challenges of develop-
ment in Ethiopia are obviously
complex and considerable.
Cnly a well-thought-out poli-
cies and strategies, based on
objective and honest evalua-
tion of the weaknesses and
strengths of the socio-
economic conditions and tak-
ing into account new devel-
opments In the global envi-
ronment, could Improve the
prospect of reversing the pat-
tern of poor growth and devel-
opment observed over the last
30 or 40 years. The objective
of this presentation is to con-
tribute towards the design and
formulation of a more appro-
priate development strategy.

The paper is organised as fol-
lows: section 1 discusses the
social and economic problems,
while sections 2, 3 and 4 re-
view untapped potentials, vi-
sions of our development
strategy, and the importance of
ICT, respectively. Concluding
remarks are given in section 5.

I. THE SOCIAL AND
ECONOMIC PROBLEMS

Ethiopia is facing a number of
social and economic problems.
Some of the most serious
problems are high degree of
poverty and unemployment,
rampant HIVIAIDS infection,
rapid population growth and
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migration on a massive scale,

(1) High Degree of Poverty
and Unemployment

The poverty situation iy
Ethiopia is clearly deplorable
as reflected in our per capita
income and daily encounter in
the streets of Addis Ababa. Itis
also disturhing to note that the
poverty situation is not show-
ing much improvement over
time.

The proportion of people living
below the absolute poverty
line, defined as consumption
below 2200  calorie/day-
minimum reguirements, was
44.2% in 1999/00, compared to
45.5% in 1995/96. The decline
{only 1.3%) is not statistically
significant. Poverty is also
more widespread in rural than
in urban areas: 45.5% in rural
as opposed to 36.9% in urban
areas in 1999/2000.

Unemployment is a major con-
cern in urban areas. The num-
ber of people queuing up for a
few available jobs such as jani-
tors and messengers often ex-
ceeds two to three thousands.
The growing number of beg-
gars and street children in the
capital city and other major
towns is also growing rapidly.

Underemployment is a serious

problem in rural areas. Par-
ents are sharing their small
plots with their grown-up sons
who have no where to go. The
average farm size, which is
declining from time to time
owing to the population pres-
sure, now stands at less 1 ha.
About 40% of the holdings are
below 0.5 ha. A minimum of 2
ha is required to fully absorb
the family labour of a typical
rural household, the level of
underemployment can be
roughly estimated as 50%.

(2) HIV/AIDS

The rate of infection is rising
and some 7.3 to 10% of the
adult population is reportedly
HIV positive. The country is
losing its prime labour force
with serious social and eco-
nomic implications.

(¥) Migration on a Massive
Scale

Large-scale migration to
America, Europe, the Middle
East and Africa among pro-
fessionals and the youth has
depleted the human resource
of the country. It seems that
many people have chosen to
flee the country, perhaps be-
lieving that there is no hope
given the complex problems.
Brain drain, coupled with
HIVIAIDS, has undermined the
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possibility of rapid economic
recovery.

At the root of the social and
economic problems are the
weak economic structure and
inadequate institutions. The
country is heavily dependent
on weak agricultural sector,
Some 85% of the employment
and over 50% of the GDP
originates from agriculture that
is characterised by low level
productivity/yield.

Severe land degradation, in-
adequate technological input
and small and subsistence
farmers with limited capacity
to invest are among the major
structural constraints of
Ethiopian agriculiure. More
importantly, frequent drought
has remained a major threat to
sustainable production in-
crease. On average, 10.3% of
the total population was af-
fected each year by drought
between 1981 and 2001. Some
6 million people require food
assistance during the cuiiend
year, although the year is gen-
erally regarded as favourable,

The non-agricultural sector is
dominated by petty and infor-
mal activities. The formal trade
sector is being replaced
non-formal and often contra-
band operators. High rate of
unemployment has given rise
to too many street peddlers
and kiosks.

Agricultural raw  materials
dominate the export sector.
The recent price collapse of
agricultural raw materials has
made the sector more vulner-
able. Exports now cover less

than 30% of the county's im- |

ports. Lack of a national port
{land-lockedness) rendered the
external sector costly and
risky.
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j (2) Weak Public, Private and

Civic Institutions

Government institutions in
Ethiopia are characterised by
limited capacity and instability.
Public services are extremely
inadequate because of bu-
reaucratic delays and ineffi-
ciency. The Federal ministries
or regional bureaux have little
capacity to formulate long-
term and broad visions and
strategies for their respective
sectors.

Private institutions are very
weak and young as most of the
enterprises are less than 410
years old. Lack of an enabling
environment and inadeqyate
institutional and regulatory
framework are among the ma-
jor problems constraining the
development of the private
secto.. Institutiona! and effec-
tive partnership between the
government and the private
sector has yet to be estab-
lished.

Civic organisations are also
weak and inexperienced. They
have limited experience in ad-
vocacy and lobbying. The
farming community has no
union of its own to de-
fend/protect its interest. Basic
democratic values have yet to
influence the behaviour and
action of individuals and the
society. Megative and unfa-
vourable attitudes have un-
dermined collective efforts to
bring about local, regional or
national development. There is
always the tendency to em-
phasise differences, not simi-
larities and common destina-
tions. Polarisation and
marginalisation, instead of ac-
commaodation and consensus,
dominate political activities.
Nearly all social, cultural and
sconomic Iissues are politi-

cised, hence the chances for

11

partnership and solidarity are
limited.

Il. UNTAPPED POTENTIALS

It might seem preposterous,
but the prospect of develop-
ment in Ethiopia is not totally
bleak and gloomy. There are
many untapped potentials and
bright spots that could help
change the fortune of this
country.

1. Beautiful Landscape

The country is endowed with
spectacular geological and
geographic contrasts, includ-
ing mountains and plains, val-
leys and desert, and rivers and
lakes. Semen and Bale Moun-
tains, Blue Nile Falls, Lake
Tana (origin of Blue Nile), and
Rift Valley Lakes are only a few
of the natural wonders. The
countr's unigque and diverse
fiora and fauna match the
geological and geographical
contrasts. There are about
800 species of birds, of which
26 are found exclusively in
Ethiopia. A total of 103 sepa-
rate mammal species are
found in the country, seven of
which are endemic. Rich plant
genetic diversity has made the
country prime gene centre of
several cultivated crops. Un-
doubtedly, the terrain, vegeta-
tion and wildlife are very at-
tractive to tourists.

2. Rich Historical and
Archaeological Relics

Ethiopia has a long history of
independence and its own
script, unique in Africa. Asso-
ciated with the long history are
the Axum obelisks, the rock-
hewn churches of Lalibella, the
Castle of Emperor Fasiladas at
Gonder, the isolated and se-
cluded churches in different
sarts of the country, the town
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of Negash in Tigary- historical
place for the Muslim commu-
nity, Ethiopia is also the origin
of mankind, Luci or Dinknesh.
The country is truly a tourist
paradise.

3. Capital of Africa

The Organisation of African
Union, the Economic Com-
mission for Africa (ECA), and
the International Livestock
Centre (ILRI) have their head-
quarters in Addis Ababa. The
city also hosts one of the larg-
est diplomatic community in
Africa. The potential for con-
ference tourism is obviously
very high.

4. large Diaspora

Skill and capital of the Dias-
pora have yet to he exploited.
The Diaspora has played a key
role in the development of In-
dia, China and many former
socialist countries of Europe.
There are a large number of
scientists, engineers, IT pro-
fessionals, university profes-
sors; medical doctors, etc, that
can make valuable contribu-
tions.

5. Rich Water Potential

In spite of the recurrent
drought, the country has a
number of rivers that can gen-
erate substantial hydroelectric
power and irrigate wvery large
agricultural area.

6. Hard Working People

This is mare clearly demon-
strated by Ethiopians working
in America, Europe and many
parts of Africa. In addition to
the respect many have earned
as dedicated and hard working
employees, many have be-
come prominent businessmen.
Given the opportunity and the
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right environment, Ethiopians
can perform very well in all
areas, including in the aca-
demic and business fields.

7. Stable Macroeconomic
Conditions

Owing to the strict fisca! dis-
cipline, inflation rates have
remained low and exchange
rates stable. The dominance
of the subsistence sector in
the economy have also con-
tributed to the stability.

B, Political Commitment to
Alleviate Poverty

The Agricultural Develdpment-
Led Industrialisation (ADLI®
the National Extension Inter-
vnfion Programme  (NEIP),
Poverty Reduction Strategy
Paper (PRSP), and Food Secu-
rity initiatives of the Federal
and Regional governments
indicate the commitment of the
government to alleviate pov-
erty. The education, heaith
and road sector development
programmes are also impor-
tant components of the overall
rural development efforts.

ITl. MOTIVATIONS AND
VISIONS OF AN
APPROPRIATE STRATEGY

One of the main motivations
for a more appropriate devel-
opment strategy is to improve
the country’s tarnished image.
Mew and credible initiatives
are necessary if the image of
famine and poverty is to
change and the country is to
regain its respect among the
international community. The
need for a strategy that aims at
reducing dependence on
weather andfor addressing the
chronic problems of food in-
security cannot be overem-
phasised. Concrete plans

must be drawn to end the cus-
tom of appealing for food aid
every year.

Another motive for a new
strategy is catching up with
the rest of the world, It is im-
portant to realise that several
countries  have registered
enormous growth within a
span of 10 years. The per cap-
ita income Tanzania, for in-
stance, increased from 130
USD in 1989 to 240 USD in
1989. The increase was from
250 USD to 320 USD for
Uganda over the same period.
For Korea the increase was
from 4,400 USD to 8,490 USD.
By contrast, Ethiopia's per
capita declined from 120 USD
in 1989 to 100 USD in 1999.'
Because of the oil discovery,
Sudan is likely to become the
Saudi of East and Central Af-
rica in the near future.

Ethiopia also needs to com-
pete in the world market. It is
impossible to ignore the impli-
cations of globalisation, lib-
eralisation and IT revolution in
the 21* century. WTO, African
Union, COMESA and other
trade institutions require each
country to operate under a free
trade arrangement,

The need to compete and
change the image of the coun-
try implies a complete restruc-
turing of the economy. Such
restructuring should generate
gainful productive employ-
ment, and change the struc-
ture of the economy and the
export sector, The focus of the
employment strategy should
be on creating jobs outside
agriculture, with the eventual
goal of reducing the relative
share of agriculture in the total

" Waorld Bank, World Development Repon
2002001, Anacking Poverty, 2001, Owfazd
Universaty Press
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employment. Unless  non-
agricultural employment is
created for the rural youth,

there will be further decline in
farm size and fragmentation,
reinforcing rural poverty and
subsistence production. A tar-
get of doubling or tripling per-
capita income should also be
an important component of the
employment strategy.

& change in the structure of
the economy is necessary to
reduce the share of agriculture
in the GDP. It should be noted
that economic growth and de-
velopment is characterised by
a process in which the share
of agriculture in a country's
labour force and total output
declines, Such structural
change has been achieved
even in countries such as
Kenya where agriculture ac-
counted for only 20% of the
GDOP in 1999, compared to
52% in Ethiopia.

Country experiences all over
the world and empirical stud-
ies here in Ethiopia have con-
clusively proved that GDOP
growth is positively and sig-
nificantly influenced by ex-
ports. Export is definitely the
engine of growth. There is a
need to reduce dependence on
agricultural raw materials if
the performance of the export
is to improve and serve as
engine of growth in Ethiopia.
Mew and more reliable sources
of foreign exchange must be
identified.

The vision to change the struc-
ture of employment, economy
and export calls for a pro-
gramme aimed at developing
the non-agricultural sector.
Various activities within the
service and manufacturing
sectors should thus be given
special attention. As a land-
locked country, Ethiopias
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comparative advantage is
likely to lie in providing serv-
ices and high value products
to the rest of the world.

Tourism is perhaps the most
promising activity in Ethiopia.
In addition to generating for-
eign exchange, the tourism
industry has the potential of
creating considerable em-
ployment opportunities. A
similar opportunity exists in
the construction industry and
consultancy services. Ethio-
pian contractors have the ca-
pacity to compete with inter-
national companies in the local
markets, i.e. savelretain for-
eign exchange. They can also
compete in Africa or COMESA
countries, generating foreign
exchange and employment,
provided the necessary sup-
port is provided. Similarly, the
consultancy sector can be de-
veloped to provide services to
African countries.

Educational and training serv-
ice is another strategic area.
Both public and private uni-
versities and colleges can
grow into centres of excel-
lence for tertiary education and
short-term training. A sub-
stantial sum of foreign ex-
change could be saved by of-
fering local opportunities to
thousands of students and
trainees that normally travel
abroad in search of training
and education.

Ethiopia, like any country in
the world, has the chance to
benefit not only as a consumer
in the knowledge economy,
but also as a producer. There
is a need for expanding cyber-
cafes and other sites for public
internet access-schools, clin-
ics, etc.,

There are ample opportunities
in the manufacturing sector for

substituting imports to save
foreign exchange and generate
employment. Some of the
manufacturing activities with
significant potential could be;

- Leather products including
footwear

- Labour-intensive garmem
industry

- Traditional clothes - tradi-
tional weaving

- Textile milis - need to be
salvaged

- Silver and goldsmiths

- Plastic goods, ceramic
products, building materials,
etc.

Agricultural products  with
niche market should also be
identified to generate foreign
exchange, Some of these
products may include:

- flowers,
fruits

-  spices
- gums and incense

- live animals and livestock
products, etc.

vegetables and

The primary objective of de-
veloping the non-agricultural
sector and special commodi-
ties with export potential
within agriculture is to mobi-
lise sufficient resources for the
transformation of the rural
economy. Foreign exchange is
required to meet the huge task
of making agriculture more
productive - buy technological
inputs and machinery, and
build irrigation and road infra-
structure.

It is also important to note that
developing the service sector
and some manufacturing ac-
tivities may not require a huge
investment. Only improved
policies, institutional support
and partnership (with gevern-
ment, foreign investors, etc |
could be sufficient Attracting
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foreign investment is also
possible where capital and
new technology are indispen-
sable, Foreign loans could also
be sought provided the money
is spent on projects with ade-
quate returns.

IV. THE IMPORTANCE OF
ICT IN TRANSFORMING
THE ETHIOPIAN ECONOMY

ICT is at the centre of social
and economic transformation
in the 21st century because of
several reasons.

a. In the network age, eco-
nomic well-being is informa-
tion and knowledge based. As
observed by Stewart’ :
"Knowledge is more valuable
and more powerful than natu-
ral resources, big factories or
flat bankrolls. Knowledge and
information, not just scientific
knowledge, but news, advice,
entertainment, communication,
service have become the
economy’s primary raw mate-
rials and its most important
product... Knowledge has be-
come the pre-eminent re-
source.” Developing countries
can no longer expect to base
their development on their
comparative labour advantage,
i.e., cheap labour. The com-
parative advantage that now
counts is the application of
knowledge. ICT is a competi-
tive weapon and a strategic
tool

b. Investment in ICT, like in-
vestment in education, can
equip people with better tools
and make them more produc-
tive and prosperous

c. There is a chance to leap-

frog intermediate stages of
T A Stewan, Intelleciual Capital The New
‘Wealth of Crganization, London, Nicatas
Hrealey Publishing Company, 987
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development with ICT, 'Ccstly | transport efficiency, and con-

investment in time, resources
and the generation and use of
knowledge can be avoided.

d. Training in IT is relatively
less sophisticated and inex-
pensive. Both public and pri-
vate institutions now offer IT
training and several students
graduate each year with di-
plomas and degrees in IT re-
lated areas. Recently, the Ad-
dis Ababa University launched
a special program in IT and
admitted 1000 students for
B.Sc. training in Computer
Science and Information Sys-
tems.

e. ICT has extensive sectoral®
applications:

i. Trade and Export

E-commerce has become a
popular means of business,
saving time and money, and
creating better relationships
with customers and markets. It
is an inexpensive and rapid
medium that may reach a wide
range of customers around the
world. Forinstance, EthioLink,
a private company in Ethiopia,
has developed EthicMarkato
weh site for export of tradi-
tional clothes and food items.
A Kenyan cooperative has es-
tablished a relationship with
the US-based company to sell
its produce directly to Morth
American consumers,

jii. Manufacturing

ICTs facilitate the systematic
capturing of infarmation at all
stages of design and market-
ing.

iii. Transport
The use of advanced transport

telematics (ATT) has improved
road safety, maximised road

tributed to solving the prob-
lems of congestion, pollution
and resource consumption.
Advanced Cargo Information
System is now widely applied
in sea and road transport.

Air transport is one of the most
information-intensive  indus-
tries. Online-tickets or tick-
etless air travel are now avail-
able in many arilines.

iv. Banking
services

and financial

Banking and finance are also
information-intensive activi-
ties. In Ethiopia, the banking
sector needs to start credit
card payment system and in-
ternet to provide standard
services—such as Electronic
Fund Transfer (EFT) payments.
International tourism and
business interactions are
nowadays unthinkable without
such modern system of pay-
ment.

v. Tourism and travel indus-
try

Tourism and travel have be-
come one of the fastest grow-
ing segments of the internet.
Computerised reservation sys-
tems and hotels with standard
IT services are among the
minimum  requirements for
travellers.

vi. Education

High speed communication
networks are enabling teach-
ers in different countries or
locations to develop courses
jointly. Teachers and learners
could obtain materials using
new technology, transforming
education and enabling people
to develop new skills. For in-
stance, African Virtual Univer-
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sity is providing top quality
scientific training and on-line
reference materials to 13 Afri-
can countries using the Inter-
net and latest information
technologies. Distance edu-
cation or e-education: has
transformed the method of
teaching.

vii. Health

Virtual patient records can be
created by combining informa-
tion from geographically sepa-
rate databases. Tele-medicine
can provide medical care to
people in isolated places. It
allows remote consultation
between health professionals.

viii. Agriculture and the envi-
ronment

|CT applications areas in agri-
culture and environment in-
clude Global information sys-
tems (GIS), Global positioning
systems (GFS), Land informa-
tion system (LiS), etc. All are
used to impart information di-
rectly to farmers about new
practices and systems from
national and international agri-
cultural research centres as
well as other sources.

ix. Government

ICT can make public service
maore efficient and less costly.
Virtual Civil Service—civil
service that never sleeps—is
being applied in countries
such as Singapore. Govern-
ment websites provide up-to-
date information round the
clock on the internet. Online
procurement is solving critical
problems for the government.
When government buys goods
and services on line, it realises
three benefits:

a) cost saving - reduced pur-
chase and fulfilment cycle time

b) lower administrative costs
c) increased transparency of
the procurement process

A switch from the traditional
system to online procurement
resulted in a saving of 10 to
22% in the USA.* There is no
room for dark alley negotia-
tions and secret handshakes
under online procurement.

V. CONCLUSIONS

There is a need to explore all
possible  opportunities  of
growth and development in
Ethiopia. The potentials and
pitfalls of every sector and
economic activities need to be
closely examined. Simgar
panel discussions on tourism,
construction industry, consul-
tancy services, manufacturing,
etc., could shed light on what
can be done to tap unused po-
tentials. Panel discussions,
workshops and conferences
would help us liberate our
thinking from the mindset of
the 1960s and 1970s.

The private sector is critical in
spearheading the economic
transformation in Ethiopia.
Given the size of unemploy-
ment and underemployment,
job creation should be viewed
as the most important contri-
bution of the private sector.

This country has missed so

many opportunities in the past.
No effort was made to benefit

from export promotion and
import substitution in the
1970s and 1980s. It would be
disastrous if the country is to

Y OMOM Borsthy, CE-Commerce initiatives
for the Public Sector Onling Procurement bs
aopowerful ol fer maximizing budget re-
sources i Bechanu Mengisty and £ YVogel
leds ) Proceedings oo Governasce and  Sus-
tinatle Development: Prmobng Collabora-
Ieve Pampesships, Addis Ababa,  Hilvopm
ool

miss another opportunity this
time-the opportunity pre-
sented by the ICT. The risk of
further marginalisation could
be much higher and extremely
costly. According to
UNCSTAD, a UN agency:
"Although the costs of using
ICTs to build national informa-
tion structure (which can con-
tribute to innowvative 'knowl-
edge societies') are high, the
costs of not doing are likely to
be much higher."

It is critical that we all work
together for the common goal
of saving the nation. Individual
and isolated efforts cannot
help in the era of networking,
partnership, interaction and
integration. Partnership and
networking between govern-
ment, private sector, civic or-
ganisations, individual private
companies, local and foreign
companies are necessary to
move forward in the 21* cen-
tury. The ongoing partnership
to buiid Athletes Village should
be expanded to build Technol-
ogy Park so as to give hope
and better future for the young
and energetic youth and pro-
fessionals of the country. The
motto of development should
be:

- be the first,
competitive or
- Innovate or evaporate

not only

A more optimistic local
catchword is  &#Fan (hi-c
1%) or 'it is possible' ®

FOR INFORMATIVE
AND VALUABLE
INFORMATION,

SUBSCRIBE TO
ECONOMIC FOCUS
TODAY
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DEVELOPMENT OF INFORMATION
TECHNOLOGY CAPACITY FOR

COMPETITIVENESS: THE CASE OF ETHIOPIA

Lishan Adam’

I. INTRODUCTION

ICT presents a significant opportunity for economic
development in Ethiopia. It has a potential to con-
tribute to the reversal of its social crisis. Ethiopia
has been suffering from long standing social and
economic problems centred-around wars, feed in-
security, lower human development, brain drain,
weak entrepreneurship culture, lack of financial re-
sources, marketing skills, limited domestic market
and a complex red tape. The country has limited
options but it needs looking for niche sector for
ecanomic development. The accelerating ICT indus-
try would not only provide an enormous opportunity
far the growth of the country but also create a sense
of revitalisation through increased flow of knowl-
edge. However, the timing, positioning and actions
determine whether Ethiopia could benefit from the
fast sliding window of ocpportunities through ICTs.
This Paper analyses the potential for competitive-
ness through ICTs for Ethiopia and makes sugges-
tions on possible strategies.

Il. STRENGTHS, WEAKMESSES, OPPORTUNITIES
& THREATS TO ICT DEVELOPMENT IN
ETHIOPIA

Analysis of the strengths, weaknesses, opportuni-
ties and threats to |CT development in Ethiopia
shows that despite long standing bureaucracy and
the regulatory environment, the sector has a poten-
tial for growth. The ICT sector requires low start-up
capital, less nisky for entry to the market by small
and medium enterprises. A growing African ICT
market provides an opportunity for firms in any
country to benefit from regional and international
market. Being the capital of Africa, Addis Ababa's
location presents ample advantages for participa-
tion in the African market.

Ethiopia has talented young people eager to embark
on the ICT venture. A recent survey shows that there
are about 4500 young people working for over 120
ICT companies, public institutions and MNon-

" Email address: Lishana@hotmail.com
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Governmental Grganisations. The figure is expectad
to grow to a crifical mass of 20,000 ICT experts in
the next five years. Among these are champions
that would like to see the "leapfrog" in the sector for
social and economic development. The Ethiopian
Information Technology Professional Association
(EITPA} and a few key individuals with extensive
international i;d national experiences have been
promoting the development of ICT in the country,

Recent improvement in the telecommunications
sector and donors commitment has also created
hopes for growth. The Poverty Reduction Strategy
Paper (PRSP}, a Country Assistance Strategy of the
World Bank and the United Nations Development
Assistance Frameworks (UNDAF) has a strong ICT
components.

Recent initiatives by the government to "leap-frog"
in economic development by harnessing knowledge
and ICTs has also created an impetus. A number of
important projects that may have potentials for ICT
growth have been started. The government intends
to equip high schools with ICTs where new tech-
nologies are being introduced as a vocational sub-
ject. The government has also taken some meas-
ures in improving the ICT training both at
universities and continuing education levels to en-
able Ethiopians to compete in the information age.
The proposal by the Faculty of Information Technol-
ogy of the Addis Ababa University to bring together
different departments, such as information science,
computer science and electrical and computer engi-
neering, could also pave a way for innovation in the
country.

The Government has also approved an ICT policy
that intends to guide long term development goals
in the sector. The policy focuses mainly on aligning
information technologies with the key sectors. How-
aver, it has eqgually become important to promote
ICT as key economic sector that contributes to for-
eign exchange and Gross Domestic Product This
requires building a capacity in ICT to compete
globally particularly in software, telecommunica-
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tions and ICT enabled services.

There iz a small but vibrant private sector in the
country, Recent surveys show that there are over
120 small ICT service companies of which about 20
are participating in international teleservices. Com-
petitiveness of such a sector would lead to new
revenue producing activities, new sources of em-
ployment, the acquisition of new skills and knowl-
edge leading to improvements in social and cultural
development. Ethiopia has a thriving digital Dias-
pora that is Involved in a wide ranging ICT projects
such as - managers, systems consultants, applica-
tions consultants, web developers, data encoders,
systems analysts and designers, programmaers,
network engineers and database administrators,
The Diaspora remains a key technical and financial
resources for the creation of a vibrant local ICT sec-
tor at home.

Ethiopia has also seen a proliferation of ICT training
institutions that cater for the growing ICT Job seek-
ers. The desire to acquire skills to attain upward
social mobility ameng young people and increasing
competition for excellence among students has
been observed in a number of occasions. Neverthe-
less Ethiopia still faces a considerable amount of
challenges. that need urgent attention. Among the
key challenges and weakness are:

« Lack of modern ICT skills particularly with re-
gards to management, marketing, technical
writing and advanced tools built around com-
ponents and objects in distributed networking
enviranment Computer science graduates are
‘often trained in outdated tools and languages.

+ There is virtually no venture capital and foreign
direct investment in the ICT sector in Ethiopia.
In addition there is limited government support
to the fledgling ICT sector in the country,

+ Economic backwardness did not only create
fragmented ICT sector but also made the local
market insignificant. Thus there iz a strong
need for focusing on export market.

The limited exposure of small and medium enter-
prises to the international market poses another
challenge. Enterprises also suffer from high turn-
over of skilled human resources.

Red tape and structural barriers are among the key
threats to the growth of the ICT sector. The dys-
functional legal system and weak financial institu-
tions. and barely functioning regulatory framewaork
are also other barriers, Furthermore Ethiopia needs
to develop a recognisable reputation in the ICT sec-
tar to meeting specific standards outlined by the
International Standards Organisation.

It Is important to note that the ICT sector has been
growing over the last ten years regardless of these

Vol. § No. 2 / July-August 2002

problems. Thus, it is possible to build a yobust ICT
sector in the country by twisting around some of the
above challenges and threats. The sector provides
ample opportunities for cross-border e-services,
conventional business applications development,
content and web development, and enterprises re-
source planning _applications. The ICT sector is
politics and ecology friendly — one of the *“tension
free” industries for developing countries. The adap-
tion of ICTs as a key economic sector would also
improve the visibility and image the country. It is
one of those sectors where the Diaspora can con-
tribute to the development ot the country irrespec-
tive of distance and time constraints. Table 1.
summarises the strength, weaknesses, opportuni-
ties and threats outlined above.

Table 1. Summary of Strength, Weaknesses, Oppor-
tunities and Threats

..... i‘I{L L

L

The analysis above shows that success in a dy-
namic information society requires moving away
from developing strategies and policies to fast track
projects that produce lasting impact on economic
development. A fast track strategy calls for a num-
ber of steps:
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1). Ethiepia needs to complement its cyclical, lower-
wage jobs in agriculture and manufacturing to
service industries that have better potentials,

2). Ethiopia should be able to harness diversity of
cultural and social settings and capitalise on resil-
lence, resourcefulness and high sense of respon-
sibility of its citizens.

3).There Is a need for opening new avenues for job
creation to enable the country to absorb the growing
unemployed out of school youth.

4) There is a limited window of opportunity as many
countrias in Africa -and elsewhere move ahead in
building vibrant and competitive |CT industries and
knowledge workers. Complacency in the knowledge
society would not help any nation.

A fast track economic transformation through ICTs
requires the creation of enabling environment for
the development of the telecommunications sector
and creating the building blocks for the emergence
of a vibrant ICT industry.

Ill. DEVELOPING THE TELECOMMUNICATIONS
SECTOR IN ETHIOPIA

One of the obstacles for development of knowledge
society is the level of telecommunications infra-
structure. Desplte some effort by the incumbent op-
erator o improve the situation, the telecommunica-
tion infrastructure in Ethiopia is insignificant even
by African standards and decades behind the de-
mands. The Internet services standard in Ethiopia is
the lowest in the world, Telephone density is about
3%. It is less than the .5% average for sub-Saharan
Africa, It is estimated that there are about 15,000
Internet users throughout the country yielding a
density of 1 user per 4,000. This is far behind of the
African average of 150 users.

It is altogether difficult to advance ICT for develop-
ment under the current telecommunications setting.
Box 1 shows some of the short and medium term
steps that needs to be undertaken by the govern-
ment to improve the telecommunication sector in
the country.

Comparative analysis of the ICT industry in Ethiopia
and other African countries shows that the industry
12 small and fragmented and inward-oriented. Yet,
the ICT sector has been experiencing rapid growth,
becoming increasingly export oriented. Although
the accurate data on size of the industry is not
available, it is estimated that there are about 120 ICT
companies engaged in sales of computer peripher-
als, praviding training and customising software, A
few are engaged with activities related to tele-
services (software development, web design etc.)
for companies abroad. These firms employ about
2000 people with an average of 10 people per firm.
The estimated ICT  related services is about
£10,000.000 a year and expected to reach
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$600,000,000 within the next five years if enabling
environments are put in place. Among steps to nur-
ture the ICT sector in Ethiopia are:

= Putting in place private sector development
strategies that cover various incentives ranging
from providing adequate infrastructure to con-
cession such as tax holidays and start-up
funding; and

* Development of ICT incubation centre that pro-
vides a venue for innovation and interaction.

Establishment of ICT incubation centre iz a key step
to transform the fledgling sector to become a con-
tributor to the GDP of the country, The fallowing
section describes the characteristics of an ICT in-
cubation centre, lesson from other countries snd
the steps to be taken by stakeholders to establish
and operate a nationat digital park in Ethiopia.

Box 1:'Short Term Policy and Regulatory Changes Required
to Improv&the Telecommunications Sector in Ethiopia

'« Liberalisation of Customer Premises Equipment includ-

ing VSAT to enable usears to buy bandwidth

=  Enhancing the technical competence of staff of the in-
cumbent operator to provide guality services

+  Liberalisation of the Internet and its content sector

= Liberalisation of collular and all value added services

+ Developing guldelines: for a national Domain Mames
Management

+ Increasing intermational bandwidth to over 100 MBits so
as to lease lines and build a robust international back-
bone:

*  Revising tariffs to enable extensive use of the Internet
by average people

«  Reduction of ICT equipmant taxes

= Change of management of the Ethlopian Telecommuni-
cations Corporation to make it efficient

=  Bullding the capacities of the regulator in order to en-
force quality of services, licensing, universal access,
tariff, resource management and dispute resolution’

IV. TRANSFORMING ICT SECTOR IN
ETHIOPIA THROUGH A NATIONAL DIGITAL
INCUBATION ZONE

The develepment of ICT through an incubation cen-
tre could provide a fast track approach for meeting
the ICT needs of Ethiopia. The terms technology
park, digital park, ICT free Zone are used to describe
complex large area hosting a variety of companies
or organisations operating in high-tech and knowl-
edge-centred businesses, The establishment of an
ICT Free Zone (IFZ) through public and private part-
nership that features first class facilities, high-speed
network connectivity, direct international backbone
and tax and legal incentives could provide a new
avenue for transformation of the ICT sector in
Ethiopia. Such a park could act as a one stop shop
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for all ICT companies which sesk good working
conditions. The Park would have inexhaustible
bandwidth and power supply, intelligent buildings,
minimum regulatory overheads, maximum flexibility
inthe cholce and use of space at a minimal cost,

Such an ICT Free Zone would have a significant im-
pact on attracting the Diaspora and multinational
companies, increasing foreign garning and promot.
ing information and communication technology
businesses. It would support training programmes
both at the university level and In continuing educa-
tian for aduits to enable Ethiopians to compete at all
levels. It could provide opportunities for attracting
foreign direct investment in other sectors.

The ICT park could help to curb the level of youth
unemployment. It would create a sense of confi-
dence to the majority of young people aspiring for
excellence. It would open new avenues for school
leavers, A medium size ICT park could create over
100,000 jobs that would have impact on over a mil-
lion citizens.

The creation of ICT incubation centre would also
enhance the delivery of government services that
facilitate transparent administrative support, em-
powerment of citizens and satisfying their right for
information. The snow ball effect on industries and
small businesses would also be high. In addition:

* Itwould act as a kernel for knowledge creation
and innovation in Ethiopia. Tenants would be
able to turn innovative ideas to products, se-
cure employment and contribute to the growth
of industrial and intellectual capacity of the
country,

» It puts little pressure on land, environment and
other resources

* ltwill improve the use of information technology
for improved governance and creating more
jobs and also as a means for enhancing the
standards of living of those working in the park
and their families

« It will bring cooperation between educational,
business and research entities and help to build
stronger cluster of IT-intensive education

Tenants of a digital park would have a wide range of
business gpportunities that will be facilitated by the
availabllity of incentives and facilitics. Amang the
major business opportunities are:

— Gathering and organising data from physical
documents such as legal records, warranty cards,
medical records into computer readable formats:
data conversion and processing,
- Consumer market research

Software and web development
- ICT project management
- Financial and accounting services
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- Data search services

= Document processing abstracting

= Applications development

-Application services provision and hosting

—Web services management

- Database design and development

= Computer networking and data communications
software development

- ICT services to industry including process controf
software design, CADICAM applications

= ICT services to government

- Management of research and development proj-
ecls

—Technical and quality consulting and evaluation

- Embedded software development smart card
techneology

- Basic office services

-Enterprise resource planning

= Animation and e-business services

The ICT parks would also help to carry out innova-
tions intenﬂeinto salve some of the development
challenges at national levels. These include appli-
cations aimed at supporting rural productivity by
developing systems for market infarmation, provid-
ing timely weather forecasts, application for gather-
ing and disseminating information on agricultural
issues, government incentives and promaotion
measures, advance scientific tips and tricks to in-
crease yields, eto.

Worldwide it is now recognised that technology
parks have positive impacts on the development of
small companies, offering and environment of
benefit to all inhabitants through the use of cammon
infrastructure and incentives. Technology parks are
the sites for attraction of scientists, entreprensurs
and investors. Form Silicon Valley in the United
States to Elghazala, in Tunisia, technology parks
have become magnets to universities and research
institutions, attracting corporate and multinationals
and fuelling business startups, The May 2000 edi-
tion of Wired magazines listed 46 top sites that are
regarded as venture capitals on ICTs, These capitals
were rated based on the Incentives they provide
such as venture capitalists, the availability of good
universities and research institutions in the area,
presence of multinational companies and the busi-
ness and entreprensurship drive of the population.

Technalogy parks have also become quite common
way to support and promote enterpriscs, to move
innovation into the market and to progress business
to technology. Countries such as India, Irefand, Ma-
laysia, Mauritius, Philippines, Singapore have made
deliberate efforts to establish technology centres
through various legislative incentives such as in-
vestment priorities, special economic zone acts and
innovative financial and technical packages. These
countries are reaping the benefits of |CTs for their
overall social and economic development.
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A number of African countries have also announced
initiatives aimed at establishing free ICT Zones. The
Egyptian Ghiza incubation centre just outside of
Caire, Mauritian ICT Free Zone, Mozambigue's Na-
tional ICT Centre, Senegalese Technopole, South
African Gauteng Spatial Development Initiative and
the Cape Town Intelligent City Initiative are just few
examples. African countries are not only planning to
use ICT for local development but also working to-
wards tapping the increasing ICT employment
needs of developed countries. Globally it is esti-
mated that over 5,000,000 workers are needed over
the next five years. Ethiopia should begin thinking
along similar lines,

The digital park would offer the following major
services:

* Infrastructure including high bandwidth Internet
connection, video conferencing and secretarial
services, The Park should then have ample and
up to date telecommunications facilities and an
abundant supply of telephone lines that allow
high speed transmission of data across the
world using end-to-end digital connectivity and
fiber optics technologies. In addition it should
have clean uninterruptible power supply, com-
puter security and building monitoring and
mamntenance systems — fluctuations contrals,
firewalls, link to research institutions and inno-
vation

= Rental offices or ateliers, medern office equip-
ment, meeting facilities

+ Access to educational and ftraining services
with universities

« Technology transfer, cooperation, collaborative
projects and databases.

+ Steady management team that is actively en-
gaged in fostering the transfer of technology
and business

+ Lifestyle amenities and business support facili-
ties for hotels to restaurants and clinics.

The lecation of a technology park is a very important
aspect that should be determined through spatial
analysis, Factors such as convenience, environ-
ment, casts are often taken into acnount, A detailed
feasibility study should be carried'out to meet the
key environmental and technical reguirements,

A substantial amount of initial investment capital is
needed for establishing a technology park. A tech-
nolegy park can be established as a business ven-
ture, Experience in other countries shows that it
often takes about five years for the business centre
to be profitable, thus a public and private partner-
ship is an essential component. Most parks in de-
veloping countries depend on public or government
financing during the first phase. In the case of
Ethiopia a public-private financing should be ex-
plared. Other key stakeholders would include the
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federal government, regional administrations, donor
agencies, banks and the private industry. Donor
funding would be useful in providing the seed funds
to carry cul a fast track feasibility study and initial
capital costs. The government could also set aside
a high technology fund received through various
mechanisms including increase of 1% tax or a cer-
tain percentage on privatisation revenue. Regional
administrations could also contribute their share in
the technology park. Financing from future tenants
would also be an option.

Experience shows that a number of factors stand as
a criteria for successful implementation of a na-
tional digital park. Such an initiative should have a
high-level gevernment support. Prime ministerial or
parliamentarial proclamation and resources com-
mitment is necessary for creating a robust ICT sec-
tor through an ICT incubation centre. Government
has a key role in funding early stage of the park. In
addition the government needs to promote public
and private partnership and create enabling envi-
ronment forthe digital park and stimulate small and
medium enterprises. The government, through the
Ethiopian Investment Agency, should pro-actively
introduce promotional activities to make Ethiopia an
ICT hub for private investment. It has to take delib-
erate efforts in promoting businesses including
awarding enterprises that participate in the devel-
opment and realisation of the national ICT park,

Favourable legal and regulatory environment and
investment climate is a precondition for the success
of the technology park. These would include possi-
ble tax incentives, tax credits, accelerated deprecia-
tion for investment on R&D facilities, and reduced
import tax on research equipment. Such incentives
are invaluable for attracting local private sectors
and multinational companies,

The Park needs a champion that has a high level of
political connection an energetic, and charismatic
person that would take the project from conception
to finafisation. At institutional level, the role of the
champion can be assumed by the government itself
or by a high-level private sector agency supported
by the government.

The following activities are required to set up an ICT
park in Ethiopia:

- Feasibility study on the mission and cost of a na-
tional ICT Park

- Selection of partners and resource mobilisation

- Generation of support for the ICT park

- Registration and solicitation of future tenants

- Selection of the site of the park

— Preparing feasibility design on building and con-
struction of facilities

— Securing start up financing

— Awarding contracts for construction of facilities
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based on an international building standard
- Setting up of the incubator and marketing

Success of the technology park is largely dependent
focusing on what can be achieved in short and
longer terms. Long and short term strategies should
be developed based on development needs, re-
search and innovation requirements and needs of
the private sector.

V. DEVELOPMENT OF KNOWLEDGE WORKERS
AND HUMAN RESOURCES FOR THE ICT
SECTOR

The guality of the labour force is one of the major
prerequisites for transformation of the ICT sector in
Ethiopia. The creation of incentives and enabling
regulatory environment and establishing a digital
park cannot be achieved without associated high-
level professional training of technicians and re-
search within institutions of higher education. Effort
towards building knowledge workers at all levels
including intreducing ICT to students in schools
and colleges is critical to guarantee the transforma-
tion of the ICT sector. Although universities in
Ethiopia began to offer courses in computer sci-
ences, they lack faculty proficiency in modern hard-
ware technology and software programming prac-
tices. It is inconceivable to develop skilled human
respurces without adequate faculty. A significant
effort should be made to recruit and retain the best
faculty and researchers in the ICT sector.

The information econemy an the other hand does
not only reguire cutting edge experts but also mid-
die level technicians that install and manage sys-
tems. Some of the jobs may not require cutting-edge
skills. These range from technical drafting services,
to data processing of insurance claims, financial
transactions,; etc. Thus current efforts by private
sector to introduce ICT courses aimed at middle
level technicians should be encouraged. However,
the training needs to be geared towards export mar-
kets — a clear reguirement for reforming the curricu-
lum to accommodate cdatabases and distributed
networking environment and improvement in Eng-
lish language and technical writing.

V1. CONCLUSION

The ICT sector presents economic benefits includ-
ing job creation, foreign exchange eamning and con-
tribution to the GOP. |ts social benefits are enor-
mous. ICTs could improve public services, empower
citizens through increased flow of knowledge and
education. It is a prerequisite for knowledge econ-
amy. These benefits cannot be accrued without
significant effort in improving the current telecom-
munications infrastructure in Ethiopia by creating
enabling environment aimed at competition and
universal access to information and knowledge. It
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also requires strategies aimed at transforming the
fledgling ICT sector. A digital park that bundles
physical, regulatory, fiscal and innovation incentives
to the private sector may lead to the creation of ICT
sector that contributes to the national economy,
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PRELIMINARY OBSERVATIONS |
' ON THE PRSP PROCESS'

Jalal Abdel Latif

Addis Ababea Universify

INTRODUCTION

| am happy to be here to speak to you today about
the PRSP. We walcome the opoortunity offered by
the PRSP, while at the same time being well aware
of the challenges that it poses. If done well, the
PRSP has the potential to play a major role in
building consensus and a national social contract
to combat poverty. If done badly, it can be counter-
productive and undermine existing progress to-
wards poverty reduction. It is therefore in every-
ong's interest to ensure that PRSPs are well de-
signed, and based on genuinely participatory
processss,

While there is increasing civil society recognition of
the oppeortunities offered by the PRSP process,
there is also significant concern in a.number of
areas.

GENERAL CONCERNS

Many NGOs in several countries have voiced con-
cerns about the quality and nature of civil society
participation in the preparation of PRSPs. Some of
the specific concerns include;

¢« The fear that the PRSP could tend to under-
mine national sovereignty;

o The inclusiveness or non-inclusivenass of the
PRSF process;

= The cost of implementation of the PRSP;

« The sequence of implementation of the PRSP,
which affects the quality of the procass;

« The real interest and commitment of African
governments to effectively involve civil society
in the PR3P process;

« African government's flexibility in accepting
proposals from civil soclety;

= The willingness of governments to consult as
widely and objectively as possible;

* The capacity of governments to engage in ef-

° This paper was presented in Movember 2001
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fective and wide consultation with civil society;

= The flexibility of the IMF and World Bank in
accepting people's contributions to the PRSPs:

#  The relationship between PRSPs and existing
national plans;

* The refmtionship between PRSPs and HIPC:
and

*  The chalienge of transparency, as transparency
on the part of government and the international
community is vital to the preparation of a truly
participatory PRSP.

NGOs have expressed particular concern over the
menitoring of participation; on accountability; and
the capacity of governments to take responsibility

_for the level of participation in PRSP Processes.

A lotis being heard about PRSP and what it means,
The PRSP is the Poverty Reduction Strategy Paper
that poor, heavily indebted countries have to pro-
duce to qualify for debt relief. The World Bank and
IMF are also making PRSP a condition for conces-
sionary loans. The Bank and IMF are billing the
PRSP as the solution for poor countries, but there
is more to it than that.

First of all, it is important to understand where the
PRSP is coming from. The PRSP is not a "divine
intervention” of the World Bank and the Interna-
tional Monetary Fund (IMF). It is the result of years
of growing pressures by global NGO movements.
One of these movements is the debt campaign led
by the Jubiles 2000 and others. The pressures ap-
plied by NGOs at country level also had a signifi-
cant impact

The PRSP Is alsc a confession that the old way of
doing business has not worked. The ‘structural
adjustment’ polices that the Bank and IMF have
dictated to poor countries for decades have not
worked. There are differing views on why they have
not worked, but many blame the Bank and IMF. The

Ethioplan Economic: Association



Economic Focus
At RS hh

Economic Issues/Information
—

K

views of the extreme right and the extreme left
seem to converge at this point For instance, the
Republican National Committes in the US says that
the IMF should be scrapped. From the left side of
the political spectrum, the ‘50 Years |s Encugh’
campaign, says the same about the World Bank.
The group's name indicates that the Bank and IMF
have been fighting poverty for 50 years, and yet,
poverty has gotten worse.

The Bank and the Fund have aiso been under heavy
attack from influential sectors of the US establish-
ment. The US Congress set up a Special Commis-
sion to examine the role of the international finan-
cial institutions (IFls). The Commission, headed by
top economist Allan Melzer, reported back in March
2000 with stinging criticism of the IMF and the
World Bank. What it means is that PRSP may partly
come from recognition of past mistakes by the in-
ternational financial institutions, but it js also a re-
sponse to the heat coming from all sides,

Referring to the wave of ¢riticism of the Bank and
the Fund, World Bank President James Wolfenson
was remarkably frank. He said "it reflects the need
to iook at the structures of the international organi-
sations and build some sense of participation.”
However, it still remains to be seen how far this
recognition will go towards making the fundamen-
tal changes needed in the IFl's strategies to ad-
dress poverty.

For instance, the Bank and the Fund now speak of
fewer conditionalities and more participation. But it
is still not entirely clear what this means. Since the
1999 meestings and the introduction of the PRSP,
there has been growing convergence on a number
of fundamental principles considered assential to
poverty reduction, These are:

s Development is a process of societal transfor-
rmation that takes place over time;

« A comprehensive approach to development
and a multi-dimensional view of poverty are
essential;

= Faster growth is essential for sustained pov-
erty reduction, and wider participation of the
poor in growth widens growth potential;

« Country ownership of the goals, strategy, and
direction of development and poverty reduc-
tion-ownership that is shared by representa-
tive segments of society—is critical for sustain-
able development;

+ The development community as a whole must
work together closely, forging strategic part-
nerships, rationalising programs, and combin-
ing the relative strengths of its members;

« There should be a clear focus on measurable
development cutcomes.

Coordination with development partners is espe-

cially important, particularly with respect to PRSP,
as it is closely linked to Highly Indebted Poor Coun-
tries (HIPC) debt relief and the partners are also,
largely, the creditors.

The PRSP aims at an improved framework for pov-
erty reduction. It also makes a stronger link be-
tween debt relief and poverty reduction. HIPC deht
relief is tied to efforts to implement outcome-
oriented poverty reduction strategies. The frame-
work will take the form of a poverty reduction strat-
egy drawn up by government in cooperation with
other stakeholders including civil society.

The sequence of implementation of the PRSP may
vary, depending on the size of a country’s econ-
omy, the situation of its government and the status
and intentions of its ruling party. There may be
questions as to what extent a government effec-
tively involves its civil society. It may or may not be
flexible enough to accept the World Bank/IMF pro-
posal that the process should be fully participatory
and fully cowptry-owned. There may also be issues
of national sovereignty.

The relationship between PRSPs, existing national
plans and programmes and HIPC debt issue is a bit
complicated. There is also the issue of transpar-
ency, both on the side of government and that of
non-governmental organisations (NGOs). There is
the issue of the extent to which we are faithful to
what we preach when we speak of participation.
Most importantly, the PRSP provides an excellent
apportunity, not so much for its economic reform
content, but in terms of its governance dimension.
It is a new way for the state to talk to and engage
its citizens, as well as the private and public sec-
tors at large.

The most central question of the PRSP Is: Who are
the primary stakeholders, and who is championing
the interests of the poor? That is the whole poir.t of
advocacy in the poverty reduction strategy. Should
the PRSP be designed by non-state actors or is
policy-making the exclusive domain of govern-
ment? In a country where government is demo-
cratically elected, you have democratic institutions,
such as the parliament, trade unions, women's
groups and ceoperatives. Is PRSP a new game
where the only players are the World Bank, the IMF,
donor agencies and international NGOs? Or is it
open to others beside the few actors that are ap-
propriately educated, enlightened and currently on
top of the PRSP process?

Some NGOs have been asking: when can one say
that a PRSP has begen started? There can be differ-
ent answers. For example, in the case of Ethiopia
the PRSP has already started. It s going through
various hiccups, but several recent meetings and
forums and even the limited media coverage to
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date give a picture of the PRSP process in Ethiopia
and what it is linked to.

Who leads it? The PRSP is a process led andfor
managed by Government. In most countries so far,
it has been led by the Ministry of Finance and the
Ministry of Planning. Whe has been participating
outside the government? In some cases, such as
Kenya, PREP has given an oppartunity for organ-
ised NGOs to negotiate and organise, or collabo-
rate with the government in raising their issues.

Who produces the document? Again, we find there
Is a risk in PRSP. There is a drive to quickly pro-
duce a paper in order to qualify for, if not to obtain,
debt relief. However, this may lead to a lack of seri-
cus attention to the content and composition of the
FRSP. In most cases the authors are technical ex-
perts from the Treasury (in the Kenyan case) or
from the Ministry of Finance (as in Cambodia), both
with some advice from the international system.

Whe is consulted? There was very little initial con-
sultation in the Kenyan case, At a later stage, the
Kenyan government was pressured to at least cir-
culate the document, In the Cambodian case, con-
sultation was simply non-existent. Actually, the
Cambedian NGOs presented their own document
after the Interim PRSP was submitted io the Boards
of the IMF and the Bank, They were told that their
document would be considered during the full and
final PRSP processes. More importantly, citizens'
groups raised the issue of the language used dur-
ing the process. Most of them favoured local lan-
guages,

How does the process of consultation take place 7
There is no set formula. It depends on the attitude
of the government, the vibrancy of civil society, the
adequacy of resources, the existence of democratic
practices, and on whether there is a mechanism in
place for systematic consultation. PRSP is not
about project design. It is about public policy for-
mulation, specifically on a country's future eco-
nomic poverty reduction, and participatory policy
formulation is a new field for all of us. To be frank,
we are all on the job training phase on this front,

How is the final document prosented? The final
document is supposed to be an aggregate of what
happened in the country. It Is then assessed by
World Bank and IMF staff and finally submitted to
the Board.

What are the lessons so far? The lessons so far
include the usefulness of building on existing
processes and strategies and the need for in-
creased intra-governmental participation beyond
the Ministry of Finance. They include the impor-
tance of management of the PRSP process at a
high level of pelitical authority and the need for the
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existing organised networks of society to be able to
participate meaningfully,

Some observations on PRSP processes indicated
that the most effective contributions to participa-
tory public policy-making were not made by indi-
vidual organisations, institutions or NGOs. Hwas a
collective effort of many in a given country. In some
cases it did not require direct engagement with the
state, but was achieved through conducting an n-
dependent process and reaching agreement to
submit it farmally.

The key issue here is setting the terms of engage-
ment first, and the rules of engagement later. The
objective is to influence the process and its con-
tent. What affects the rules of engagement is the
country's governance system in terms of its will-
ingness and readiness of government to open the
space for participation throughout the country,

There are three key outcomes that are essential in
the procegs:

¢ The need for mechanisms that are inclusive
enough for cansensus-building;

* Mapping of constituencies that have stake in
the process;

= Establishing of principles as a basis for en-
gagement.

What has been learned so far, from various country
experiences, is that information and transparency
are key to a meaningful PRSP, Lack of infarmation
was found to have led to confusion, not only
among civil society, but also within government
and among donors, The PRSP should be a process
that incorporates the needs and interests of a wide
range of stakeholder with a focus on poverty re-
duction. Making a PRSP should not be an objective
simply because it is a new instrument for the World
Bank and IMF or a condition for borrowing. There is
life without PRSP, but there is no life without an-
gaging the state on poverty issues.

PRSP is based on definite principles, ene of which
is that it must be ‘government-owned.' It must be
long-term and result-oriented, and there should be
coordination among donors. These are the main
principles of PRSP. Within the scope of these prin-
ciples, there is a need for participation of the vari-
ous stakeholders. The most important aspect of
this is to ensure that the voices of the primary
stakeholders, the voices of the poor, are heard and
taken into account,

BACKGROUND AND CONTEXT OF THE
PRSP PROCESS IN ETHIOPIA

The PRSF process was Initiated against a back-
ground of two political events that have contributed
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to an atmosphere of mistrust between the govern-
ment and donors. The first was the Ethio-Eritrean
war, while the second was the political crisis that
became public in mid-2001, The attitude of the in-
ternational community towards Eritrea's May 1598
aggression both during and after the war left a
deep mark among the political leadership as well
as the public at large. Both the government and the
public at large saw the Eritrean invasion as an act
of aggression Imposed on Ethiopia by an Irrespan-
sible neighbour and found it difficult to understand
the attitude of the international community.

To Ethiopla, doncrs' behaviour and understanding
of the war seemed rather simplistic. The US, being
precccupied with its anti-terrorist stance, consid-
ered that any conflict in the region would most
likely increase the chance of more terrorist activity.
Others, echoed the immorality of a war between
two impoverished countries. All were concerned
about the source of funds for conducting the war.
Ethiopia's public finances were monitored to see if
there were any acts of diversion of aid money for
military purposes. A joint World Bank-IMF mission
vigited Ethiopia te assess if donor funds had been
used for war purposes and found no indications of
this. Nevertheless, with the exception of italy, all
bilateral donors suspended their assistance to the
country. This position was extended to the Boards
of the Bank and IMF, who went even further, sig-
nalling to the Bank and IMF management that any
new projects to Ethiopia would be "unallowable."

For two years, donors withheld development assis-
tance to Ethiopia. Public investment in the econ-
omy was on hold. The regime's primary concern
was to win the war. Resource allocation during the
time reflected wartime imperatives. Funding and
preparation for the war was made from internal
resources. The aid community was watching and
maonitoring the sources of resources used to equip
the army and for other procurement for war.

When the war ended, donors remained refuctant to
guickly lift the ban on development assistance.
This was supposedly motivated by their desire to
be sure that the signed peace agreement would
prevall, In contrast to this, the government wanted
to get rapidly back on track and resume donor en-
gagement. By this time, the Idea of the formulation
of the PRSP as a new policy instrument, and the
promise of debt relief for HIPC countries, were the
priorities.

Two actions had to be undertaken before the re-
sumption of development assistance to Ethiopia.
First, the preparation of an emergency proposal,
involving rebullding of war-damaged areas and
demobilisation of the army; this woulc demonstrate
Ethiopia's commitment to peace. The second
measure was to embark immediately upon the for-
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mulation of an IPRSP.

The government and a Waorld Bank team reached
an agreement to develoo two proposals to address
the immediate need for reconstruction and rehabili-
tation and to help get Ethiopia back on track for
lending. The country was required to formulate an
IPRSP in order to reach a decision point for HIPC
relief.

The position of World Bank Executive Directors
during the war had been such that they were not
ready to fund any projects in Ethiopia. This position
changed when it was known (through a Washing-
ton Post leak) that Ethiopia and Eritrea were ready
to sign a peace agreement. However, while the
project for emergency assistance was approved,
the Board declined to consider the IPRSP for ap-
proval, thus affecting the country's eligibility for
debt relief. The IPRSP was prepared with limited
stakeholder participation. None of the bilateral do-
ners and civic organisations was consulted during
the formulatjon of the IPRSP. This infuriated most
of the bilateral doners and NGOs engaged in the
PRSP process.

THE ETHIOPIAN CASE

Ethiopia is living under conditivns of unbearable
poverty, continuing economic and social crisis, and
increasing vulnerability to chronic famine. These
problems are exacerbated by a huge and unsus-
tainable debt burden that undermines all effarts to
break the cycle of poverty, crisis and famine.

The war has had adverse effects on Government-
donor relationships. During 1993-1997 there was
permanent and systematic consultation, and
Ethiopia was a candidate for various Bank initia-
tives, including the CDF, IDA Review and the Cul-
tural Heritage Programme. The war started just at
the time when the reform program was supposed
to be consolidated. The war was unfortunate, but
under the circumstances, it was unavoidable,

Ethiopia has just completed an IPRSP. This was
produced urgently as a requirement for potential
debt relief to reach decision polnt. The IPRSP was
prepared in A period of less than two months with
the participation of the IMF, the World Bank and the
EU. The urgency of the process did not allow time
for consultation with bilateral donors. This disap-
pointed some of the bilaterals.

The IPRSP was prepared simultanecusly with a
proposal for 2 post-conflict emergency assistance
project This added to the time pressure on the
Government, and further limited the opportunity for
consultation with bilateral donors and other stake-
holders.
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While there was little time for direct consultation on
the IPRSP, the PRSP process came at a very fa-
vourable time, with respect to participation. This is
in the sense that it came in the immediate after-
math of national and regional elections and the
extensive debate of economic and social issues in
the course of the election campaigns. There was
also the Symposium on the Performance of the
Ethiopian Economy 1991-1999 (Addis Ababa, April
26-29, 2000), organised in collaboration with do-
nors by the Inter-Africa Group. The Symposium
brought together a wide range of government and
non-government actors, including opposition po-
litical parties and civil society to review the state of
the econemy and put forth their economic visions.
This was particularly informative and instructive,

These processes and events provided the govern-
ment with a great deal of feedback from a broad
spectrum of stakeholders and civil society at large.
These consultations are reflected in both the IPRSP
and the country’s Second Five Year Development
Programs {SFYDP).

The ruling EPRDF party discussed its programmes
as part of its election platform in public meetings
throughout the country. As the party in govern-
ment. it also conducted consultations with selected
civil servants, elected officials, private sector ac-
tors and NGOs,

The IPRSP has been presented to donors to initiate
the process of consultation on the full PRSP, which
will build on these past and current participatory
processes. A draft PRSP will be prepared based on
the SFYDP and formulated in consultation with
domestic. stakeholders and external partners on
both the content and its implementation. The draft
FRSF will be widely distributed at district, regional
and federal levels to deepen consultation and en-
sure that all key domestic stakeholders and exter-
nal partners are consulted, The cutcome of the
consultations will help to refine priority actions for
the PRSP, including implementation and monitor-
ng-systems.

LESSONS LEARNED

There is little understanding of PSRF among the
donor community, This highlights the importance
of early stakeholder consultation in the PRSP proc-
ess and draws attention to the important need of
outreach programmes to sensitise the stakehold-
ers.

POST-CONFLICT ISSUES

The project for post-conflict emergency assistance
at a cost of USD700 million includes USD 170 mil-
fion for demobilisation, an urgent requirement,
which |s an important part of the peace process
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and which enhances the opportunity for building
sustainable peace.

Rapid support is urgently needed for both Ethiopia
and Eritrea, and it can reinforce commitment to
demeobilisation and peace. It is widely recognised
that timely demeobilisation in the post-conflict
situation is essential to sustainable peace, and
failure in this respect can lead to further problems.

It iz interesting, however, that both bilateral and
multilateral donor attitudes In conflict and post-
conflict situations often seem to lack comprehen-
sive governing principles. This appears to be re-
flected in the application of guite different stan-
dards to different countries. For instance, it is
worth noting that both Zimbabwe and Uganda are
engaged in conflict outside their own territories,
but continue to receive considerable assistance
from the multilateral institutions. In view of this,
during the visit of the Managing Director to Ethio-
pia, Ethiopian civil society expressed grave con-
cern about u'ae double standard applied to Ethiopia.

This has further implications with respect to other
areas, for Instance, defence needs. The World
Bank, as a knowledge-based institution, needs to
expand its knowledge in such areas. The Bank
needs to give much more attention to what const.
tutes a reasonable level of defence for a country
that lives in a sub-region that has become widely
recognised as a rough and dangerous neighbour-
hood. Simplistic formulas and arbitrary numbers do
not work in such a case. Among other issues, the
Bank needs to ook into countries’ track records on
poverty and consultation, even If not fully participa-
tory consultation.

While Ethiopia's Emergency Project and IPRSP
have been prepared simultaneously due to time
factors, they respond to different areas and, there-
fare, need to be considered separately. The emer-
gency support, in particular, will enhance the po-
tential for sustainable peace and address areas
such as demobilisation, where the timeliness of
support is a crucial factor in its success.

Part of this article was published in Repurter spe-
cial issue. Some of the points were presented to
the Board of WE. ®

Security, the chief pretence of civilisation,
cannot exist where the worst of dangers, the
danger of poverty, hangs over everyone's
head.

George Bernard Shaw
preface

Major Barbara

1905
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Ewm M@ less than 20 Birr and You will
have Your ‘Economic Focus’

for the whole year!!
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LESAM Unpamg Fred

African Bookshop

Book Center at AAU
The Book World

Ghion Hotels

MEGA Bookshops
Meseret Nega Stationery
Alemu Shop (Near ECA)
tHiadia Supermarket
Twins Supermarket
Seyoum Shop (Near Kazanchis TOTAL)
Hill-Belt Restaurant
Semien Hotel

Universal Bookshop
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PRICE BIRR 3.50




