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Abstract

Trade involvesparticipationalong the globalusing variouslogisticsystem.Providing

efficientlogisticsystem isasuitablesolutiontosolveproblemsinTradeLogisticswhich

couldbeobstaclestothecompetitivenessofthecountry.Inordertogetthebenefitsof

the globalization process,determining countrieslogistic performance isessentialby

identifyingitsimpactoncompetitiveness.GlobalbenchmarksasLPI,GlobalResilienceIndex,

GCIandLSCIcanprovideaninsighthowcountriesstackupagainsttheircompetitorsand

indicatethepossibleopportunitiesandstrengthalongthetradeandlogistics.Themain

objectiveofthisstudywastoevaluatelogisticsystem ofEthiopiaininternationaltrade

mainly focusingthetradewithChina.Theevaluationwasmadeby bothprimary and

secondarydata.BasedonthesecondarydatamainlyfocusingonWorldBankreport,this

studyfindsoutthatinfrastructureandtimelinessareamajorbottlenecksforEthiopia’s

logisticsinefficiency.ItisindicatedthatthemeanscoreofLPIresultofEthiopiais2.42,and

ranked126thacrosstheyear(2007-2016).AmongthesixindexesofLPICustomindexhave

thehighestrankwhichis95thwithscoreof2.44andTimelinessindexhaslowestrankwhich

is151stwithscoreof2.62.Datacollectedfromtraders(Importers,Exporters)mainlywith

Chinainvolvingondifferenttypeofcommodities,determinedthesalientfactorsaffecting

tradecompetitivenessofthecountryonissuesrelatedtowarehouse,freighttransport,

informationtechnology,shippingdelay,customsandlogisticprofessionals.Comparative

analysiswasalsomadeusingthedatacollectedfrom logisticserviceproviders(ESLS,

ERCA).These finding confirm otherresearch that suggests that to benefit from

internationaltrade and to maximize return on logistics assets;development of

infrastructure bothinside and atthe border,interagency coordination improvement,

introductionofcargotrackingsystem andregionalcustom transitsystem,provisionof

detailedcorridormonitoringarenecessary.

Promoting utilizationofICT inthe end to end service,establishing effective trade

facilitationandregulatoryprogramsbyprovidingnationalsinglewindowsystemandreduce
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transitcheckpoints,developportfacilitiesandestablishingintegratedtransportsystem

andcorridorfacilitiesareimportantpointstobelearnedfrom Chinaanddevelopitinour

countryEthiopia.

Keywords:LogisticSystem,LPI,InternationalTrade,Ethiopia
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1 Introduction

1.1 Background

Logisticismultidimensionaltradefacilitatingfactoringlobaltradeaimingtopromote

processand application ofskillsand technologies.Itspecially hasimpacton trade

performanceofacountryintermsofcost,time,reliability,predictabilityandcustomer

servicewhichfurtheraffectoverallcompetitivenessoftheexportininternationalmarket

otherthingsbeingconstant(Arvisetal.2007).

Ininternationalsupplychains,globallogisticoperatorsasoceanshipping,airfreight,land

transport,warehousing,andthird-partylogisticsusedtomovegoodsininternationaltrade

(Korinek&Sourdin,2011).Intheglobalmarketthehighlogisticcostsandlow qualityof

servicesmaybeconsideredasobstacles.Highqualitylogisticsservicescouldimprovethe

competitivenessofacountry’sexportbyreducingthecostinvolvedintransportinggoods-

especiallyforcountriesthataredeprivedbybeinglandlocked(Debela,2013).Accordingto

Gebresenbet(2009),thetheoryofprofitleveragebylogisticcostreductionshowingthat

savinginlogisticcostof1USDwillincreasethebenefitofinternationaltradeby50%.These

findingsareespeciallyrelevantfordevelopingcountriessuchasEthiopiathatneedsto

investinlogisticsinordertoemergeinamorecompetitivepositionininternationaltrade.In

Ethiopiathereislogisticsinefficiencyinqualityofinfrastructureaswarehouse,transport,

useofinformationtechnology,managementabilityinplanning,searchandexecutionofthe

shipmenthandlingandwarehousing.Inadditiontothis,lackoflogisticcollaborationwhich

couldprovidemoreintegrationamongthetransactionprocessesisproblematicfactorin

Ethiopia.

Analyzinglogisticsandsupplychainpracticesisnecessarytodistinguishimportantissues

suchasemergingtrendsandareasofconcernwhichwillhelpintakingremedialmeasures

(Srivastava,2006).Inordertogetthebenefitsoftheglobalizationprocess,determining
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countrieslogisticperformanceisessentialbyidentifyingitsimpactoncompetitiveness.

ThiscanbedonebyhavingasetofperformanceindicatorsasLogisticPerformanceIndex

thatmeasuretradeandtransportfacilitationofacountriesusinginternationalcomparison

toolwhichisdevelopedbyWorldBank.Butliteraturessuggestthatfactorsasinnovation

andenvironmentisleftoutfrom thecomponentofLPI.BesideLPItherearealsoother

indexesthatcandescribe countrieslevelofperformance inrelationto trade using

differentcorepillars.Factorsthatarenotincludedinoneindexisincludedinotherindex,so

thatacountrycanknowwhichareasofthesectorhaveaproblemandneedtobeimproved.

ThisincludeGlobalCompetitivenessIndex,LinearShippingConnectivityIndex,andGlobal

Resilience Index.Since there isno agreementonthe salientfactorsthatinfluence

performance of logistic system,it is important to understand trade and logistic

performancecomponentsofacountrytoenhancetradecompetitiveness.Factorssuchas

complexprocessofexportingandimporting,expensivetransportandpoorinfrastructure,

cumbersomecustomprocedure,institutionalinefficiencyaresomeoftheproblemswhich

arelistedbydifferentresearchers.

Thisresearchalsousesthelogisticsperformanceindexwhichhasbeenproducedbythe

WorldBanktoanalyzetheEthiopianlogisticsperformanceinrelationtoitstradepartner

andneighboringcountries(Djibouti,Kenya,Sudan,SouthSudan,Somalia,andEritrea)which

couldbeconsideredascompetitor’sinternationaltrade.LogisticalaspectsinwhichEthiopia

hasshownlargeinefficienciesinrelationtotradearealsorevealed.Thedifferenceamong

thelogisticperformanceindexesappearstoberelevanttogovernmentsinorderto

addresstheirpublicpolicies,andalsotohighlightthelogisticobstaclesofEthiopia.
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1.2 Statementoftheproblem

Poor characteristics of logistics management and its less dependence on global

benchmarksthatshowscountrieshow they stackupagainsttheircompetitorsisan

importantfactorthatleadEthiopiatoperformlowinlogisticsandtobelesscompetitivein

market.Eventhoughtherearedifferentsalientfactorsthatarecausesforlow logistic

performanceandfactorslaggingtradebutthereisnocommonagreement.Gebresenbet&

Mpagalile,(2015)stated that low productivity of trucking industry,infrastructure

constraints,lowlevelofcompetitionbetweenserviceprovidersleadtoAfrica’spoortrade

performance.AccordingtoWorldBank(2007)itisstatedthatwithitslowerwages,African

enterprisescancompetewithChineseandIndianfirmsinfactoryfloorcostinproductslike

garmentsandothersimplemanufacturedgoods,butAfrica’scompetitivenesshinderedby

lackoftrade logisticsratherthan inefficiency ofitsworkers,managersorcapital

equipment.CiuriakandPreville,(2010)stipulatecomplexprocessofexportingandimporting,

sluggishandexpensivetransport,lackofseamlesstransportandcumbersomecustoms

procedurewhichleadstohightradecostandlowtradeperformance.Bougheasetal.(1999)

and Limao &Venables,(2001) agreed on poor government policies,cumbersome

bureaucracy,poorinfrastructure,institutionalinefficiencyandlandlockasamajorfactor

fordevelopingcountriesincludingEthiopia.
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Productivity,distributionefficiency,andtradevolumesdependonefficiencyoflogistic

system.Especiallydevelopingcountrieswhicharecharacterizedbypoorlogisticsystem

havehightradecostandthereispricefluctuationwhileexportingmainlyprimarygoods.LPI

isusedtoassesslogisticperformanceofcountriesoninternationallevelandspotoutthe

bottlenecks.Bycomparinglogisticperformanceoflandlockedandcoastalcountriesby

regionstartingfrom2007to2012,WorldBankreport(2013)showsthatLLDCSexperienced

increaseinLPI(13%),thencoastalcountries(7%)concludingthateffectoflandlockis

decliningovertimeeventhoughlowleveloflogisticperformanceisstillappearinginLLDCs

includingEthiopia.

Theincreasedawarenessoftheimportanceoflogisticsindexwillleadtoanincreaseinthe

needtomonitorlogisticsperformanceofacountry,especiallyincomparisontocompeting

economies.By identifying the majorfactorsthatimpede the effectivenessofthe

countrieslogisticsystem anddeterminingwhichofthesefactorshavesignificantimpact

onthecountry’stradecompetitiveness,tradeofthecountrycanboostsignificantlyand

itsperformancecanraise.Therefore,themajorfactorsaffectingthelogisticsservice

qualityshouldbeidentified,andthedegreeoftheeffectshouldbetested.Similarly,this

researchaimedatidentifyingwhichofthesefactorshavesignificantimpactonthe

Ethiopia’sstradecompetitiveness.

Theresearchquestionsofthispaperwere:

 Whatare the implications of differentlogistic indexes on trade logistic

performanceofacountry?

 Whatarethemajorfactorsaffectinglogisticperformanceandhowcanlogistic

performanceofacountrycanfacilitatetrade?

 WhatarethemainlogisticareasinwhichEthiopiahasinefficiencycomparing

withitscompetitorsandtradepartnersinrelationtotrade?
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 Whatarethechallengesexistinginlogisticsystemsinrelationtointernational

tradeparticularlyfocusingbetweencountries(Ethiopia,China)andwhatarethe

impactsoflogisticsystemsoninternationaltrade?

1.3 Objectivesofthestudy

ThemainobjectiveofthisthesiswastoevaluatelogisticsystemsofEthiopiatofacilitate

tradebusiness,mainlyfocusingontradebetweenEthiopiaandChina.Itwasassumedthat

thestudybenefitstheintegrationofseparatelogisticssystemsandwouldbringabout

homogenizationintheperformance,monitoringandaccountabilitytothoseorganizations.

Thespecificobjectiveswereto:

 describethemainlogisticsystemusedinthetradebusinessandevaluatelogistic

system ofEthiopiafrom traderswithchina(Exporters,Importers)andlogistic

serviceproviderspointofview.

 evaluatelogisticperformanceofEthiopia,usingLPI,comparingthecountrywith

itstradepartnersandcompetitors.
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 study thevariousphysicalandnon-physicalfactorsthatinfluencelogistics

performanceofcountryandaffectitstradebusiness.

 developrecommendationsforimprovementoflogisticsperformancesrelatedto

internationaltrade.

1.4 Significanceofthestudy

Improvinglogisticssystem isessentialplantostrengthencompetitivenessandtoboost

tradeintegrationofone’snationandthiswillbeattainedbyhavingefficientlogisticservice

andhigh-qualityinfrastructurealongthetradecorridor.Indevelopingcountries,theneedto

improvelogisticsperformanceinordertoincreasetradeflowsisincreasingovertimesince

itisbecomingoneofthemostimportantfactorsindeterminingthevolumeoftrade

betweencountries.Ethiopiaasbeingadevelopingandlandlockedcountry;itslogistics

system ischaracterizedbypoorlogisticsmanagementsystem andperformancewhich

furtherhampersthecountriescompetitivenessintheglobalmarket.Hence,thefindingsof

thethesiswillprovideanimportantinputfortheimprovementoflogisticssystem and

evaluationsbetweentwoandabovecountriesfacilitatorstakeholdersusedtoincreasethe



EvaluatingInternationalLogisticSystemofEthiopiaUsingLogisticsandotherPerformance
Indexes:thecaseofEthio-ChinaTradeRelationship

MScThesis 7

countryeffectivenessintheinternationaltrade.Furthermore,itwillprovideabetter

understandingonthelogisticsystemsinthetradebusinessandprovidesolutionstothe

inefficienciesoflogisticsystem betweenEthiopiaandChina. Itwillbeanadditional

resourcefortheexistingresourceinthisareaandcouldbeusedasreferenceforfurther

studies.

1.5 Limitationofthestudy

AlthoughthisstudyfocusesonlogisticssystemsundertakinginEthiopiaanditsimpacton

trade,itisacknowledgedthatthisstudyhassomelimitations.Thelimitationofthestudy

wasasfollows:Thisresearchdidnotconsideranyspecificcommoditiesusedbytraders

sinceacquiringawell-organizeddataisverydifficultasthetraderswerenotwillingto

providereliabledata.Therefore,thisstudyfocusesondifferenttypesofcommoditiesthat

EthiopiantradersdealwithChina.Sincethestudyfocusesthetradewithchinaitwas

difficulttogettherequireddatafrom Chineseduetolanguagedifficulties.Inadditionto

thesecondarydata,thisstudyisbasedonavailableinformationfrom primarysources.

Accuracyofthestudydependsonprovidedinformationbutadequateattentionisgivento

reliabilityandvalidityoftheresearchbypersuadingrespondentsabouttheimportanceof

theirresponseonthevalidityoftheseworkandthroughcrosscheckingdifferentliteratures

togetherwithrandomobservations.

2 Literaturereview

2.1 Theoryoflogisticsaspectoninternationaltrade

Internationallogisticsisacomplexsequenceofcoordinatedactivitieswhichincludeocean

shipping,airfreight,landtransport,warehousing,andthird-partylogisticsasinterconnected

networkofglobaloperatorininternationaltrade.

Efficientlogisticsandtradefacilitationcancreatenationalcompetitiveness.Countrieswith
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betterlogisticscangrowfaster,becomemorecompetitiveandincreasetheirinvestment.

Custom and border management, improvement of transit regimes, minimizing

dissatisfactionwithportinfrastructureindevelopingcountriesduetolackofcapacity,

investment,inefficientoperationsatexistingfacilitiescanbesomeoftheareaswhere

tradefacilitationcanhelpimprovelogistics.Accordingtoshatz&venables(2000)foreign

directinvestmentcanbeattractedbyreducingtransportcost,tariffsandaccesstonew

markets,byimprovingbusinesscompetitivenessandreducingproductioncost.Inaddition

tothis,qualityofinfrastructurealsocontributestheexportperformance.Thisisapproved

by Iwanow &Kirkpatrick(2006)indicating in theirresultthatimproved 10% levelof

infrastructureincreasesof8%exportperformanceindevelopingcountries.

Althoughthereisnohomogenousdefinition,thetermtradefacilitationisfrequentlyusedin

recentstudies.World trade organization (WTO)define itas “the simplification and

harmonization of international trade procedures ,,,,,,, in collecting, presenting,

communicationandprocessingdatarequiredforthemovementofgoodsininternational

trade“.Intheotherhand(Wilsonetal.2005)definetradefacilitationusingfourindicators:

portefficiency,customs,regulationsanduseofe-commercebystaticallyanalyzing

significanceof75countrieswithgravitymodel.UsingLPIasdescriptivevariableoftrade,

Korinek&sourdin(2011)confirm impactoflogisticperformanceontradespecifically

concerninginfrastructureimprovementforexportersandadministrativeimprovementfor

importers.Martietal.(2014)whichfollowthesamelineofresearchwithWorldBankalso

analysestherelationshipbetweenbilateralexportandlogistics,concludingthatthemore

complexgoodsareintermsoftransport,thegreatertheinfluenceoflogistics.

An efficientperforming oflogistic in supply chain including merchandise transport,

warehousing,customoperation,paymentsystemsandoperationsbyproducersandsellers

areavitalimportantforcountiesdevelopmentanddiversification.WorldBankprovides

logisticperformanceindicatortoevaluateefficiencyofdomesticsupplychainandtheir

potentiallagwithothernationalsupply chainshowingthelogisticgaps(Arvisetal.



EvaluatingInternationalLogisticSystemofEthiopiaUsingLogisticsandotherPerformance
Indexes:thecaseofEthio-ChinaTradeRelationship

MScThesis 9

2014).Theempiricalanalysissuggeststhatmeasuretoimprovelogisticperformanceand

facilitatetradearelikelytohavepositiveeffectinexpandingtradeofdevelopingcountry.

Thus,increasingthetradeimpactsofloweringremainingborderbarriersbyafactoroftwo

ormore.

2.2 Transportationeffectsonlogisticsactivitiesandtransportcostsinlogistics

Theoperationoflogisticdeterminestheefficiencyofmovingproducts.Theprogressin

techniquesandmanagementprinciplesimprovesthemovingloads,deliveryspeed,service

quality,operationcost,theusageoffacilitiesandenergysaving.Transportationtakesa

crucialpartinthemanipulationoflogisticasitplaysanimportantroleinconnecting

betweenvariousproducingstagesstartingfrom placeofproductionfinallytoconsumers

attherighttimeandplacetosatisfycustomersdemand.Henceefficientlogisticsystem

helpstooptimizetheexistingproductionanddistributionprocessbasedonthesame

resource through management techniques for promoting the efficiency and

competitivenessoftradeperformanceofthecountry.

Thevalueoftransportationvarieswithdifferentindustries.Forthoseproductswithsmall

volume,lowweightandhighvaluetransportationcostsimplyoccupiesaverysmallpartof

sellandislessregarded,forthosebig,heavy,andlowvaluedproductsthereverseistrue

(Rantasila&Ojala,2012).Accordingtoanalysisofnationalcouncilofphysicaldistribution

management,USA(NCPDM)in1982(Chang1988,P.148)aroundonethirdtotwothirdof

expenses of enterprises logistic costs are used for transportation and cost of

transportation(includingmeansoftransportation,corridors,containers,pallets,terminals,

laborand time)accounted for65% ofmarketrevenue and 44% oflogistic costs.

Limao&Venables(2001)findsthatmedianlandlockedcountrytradesaremuchlessthana

coastalcountryandcalculatedthattransportcostformedianlandlockedcountryis55%

higherthanforthemediancoastalcountry.

Even though it is not directly included,logistic costs are indicated in Global
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CompetitivenessIndexandtheLogisticsPerformanceIndexthataredevelopedtorank

countries(Farahanietal.2009).Rantasila&Ojala(2012)indicatedtherelationshipbetweena

country’sLPIrankinganditsleveloflogisticscostsas“countrieswithalowLPIscoretend

tohavehighcosts.Inparticular,socalledinducedcosts(relatedtonon-deliveryorthe

avoidanceofnon-deliveryandstorage)tendtobelowincountrieswithahighLPIscore,

anddirectcosts(freightandothershipment-relatedcosts)tendtodecreaseuntiltheLPI

scorereachesavalueofaround3.3”.

2.3 Overviewofthelogisticsperformanceindex(LPI)

Logisticperformanceindexisaglobalbenchmarkshowingcountrieshow theystackup

againsttheircompetitorsandhighlightingthecostofpoorlogisticsbyhelpingpolicy

makersandprivatesectorstobuildastrongcaseforreform.Itisfirstenhancedin2007

anddevelopedin2010byWorldBankeverytworearswhichprovidecontinuouslogistic

performanceassessmentofcountries.LPIwhichisconstructedbasedonsurvey with

respondentsinthefieldofinternationalshippingandlogistics,ratedifferentcountries

between1(worst)and5(best)onsixcorecomponents.Thishelpstorevealthebottlenecks

ofacountryintermsoflogisticsandspottheneedsandprioritiesofanyimprovements

(Mustra,2011).

Table2.1:componentsofLPI(Arvisetal.2016)

Corecomponents Description
Areaforregulation
(inputs)  

Customs
Theefficiencyofcustomandbordermanagementclearing
procedures

Infrastructures Thequalityoftradeandtransportinfrastructure
Qualityofservices Thecompetenceandqualityoflogisticservices
Supplychain
performanceoutcomes

 

Timeliness
Thefrequencywithwhichshipmentsreachconsigneeswithin
scheduledorexpectedtime

Trackingandtracing Theabilitytotrackandtraceconsignments
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Internationalshipping Theeaseofarrangingcompetitivelypricedshipments

ResearchersattemptedtoascertaintheimportanceofcomponentofLPIwithregardto

tradeeitherbyincludingseveralcomponentsinthesamemodel(Felipe&Kumar,2012)or

byestimatingregressionthatconsideronlyoneofthecomponentsbyconcludingthat

infrastructureismostimportantcomponentincomparisontocustom byusingone-year

data(Hertel&Mirza,2009;Puertasetal,2013).Besides,someresearcherslinkLPItoother

aspectsofdevelopment.Guner&coskun(2012)developrelationshipbetweendevelopment

inlogisticsmeasuredbyLPIandothereconomicandsocialfactorsfocusingon26OECD

members.Min & Kim (2010)construct hybrid index called “Green LPI”using data

envelopmentanalysis(DEA)bycombiningtheLPIandenvironmentalperformanceindex

whichquantifyandnumericallymarkenvironmentalperformanceofacountry.

Higherlevelsofefficiencyinlogisticsarerarelyachievedatthecostofmoreemissionsof

pollutions,butLPIdoesnottakeenvironmentaldamageconsideration.Anditsdirect

relationtothelevelsofincomeisanotherdistortiontothisindex.Developedcountriessuch

asUSA,GermanyandSingaporecombinehighincomewithaleadingpositioninindex.

Similarly,China,IndiaandVietnamareallconsideredlowcostprocedures,arerankedhigher

thanotherdevelopednationsasPortugal,GreeceandIceland.TheresultsofArvisetal.

(2010)alsosupportsthisdimensionbystatingthatabout45%ofhighincomecountrieshad

higherLPIscoresthanlowincomecountries.

AnotherfactorthatcanbeseenasalimitationofLPIisthattheLPIvaluedoesn’treflect

the problemsindicatedinlandlockedcountriesandsmallislands. Arviset.al(2007)

concludedthatcountrieswhichhaveaccesstointernationalmarketsandgoodeconomic

liberation and technologicaladvantageswillhave efficientlogistic and wellmanaged

transportroadsandtradeprocedures.Forthatreason,rankingestablishedbyindexplaces

thedevelopednationattopwhileemergingnationsoccupycompletelymixedpositions.In

additiontothisitisdifficulttodescribethelogisticenvironmentinpoorcountriessince

respondent’sexperience involved inWorld Bankquestionnaire islimited.Ojala(2015)
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suggestedthatcountriesasSweden,Norway,Bahrain,NewZeeland,andEthiopiahavelarge

intervalsbetweenupperandlowerboundsforscoresandranks,becauseoflimitednumber

ofrespondents.

ThisresearchalsopresentstheLPIofEthiopiaalongtheyearandshowtheresultswith

otherreference countrieswhichare selected astop trade partnersofEthiopia(34

countries).Thishelpstodeterminethebottlenecksinlogisticsthathaveacriticalimpacton

sectorcompetitiveness,andtradeperformance.

2.3.1 TopandbottomperformingcountriesinLPIaccordingtoWorldBank

Since2010thereisonlyslightchangeforthetopperforming15countries.The2016report

ranksGermanythehighestandSyriathelowestindicatingthatbottom rankingcountries

areeitherininsubstantialeconomieswhichareaffectedbyconflict,naturaldisaster,

politicalunrestorgeographicalconstraintsandthetopperformersarethedominant

playersinsupplychainindustry.Thisleadtothelogisticgapbetweenmoreandless

developedcountries,whichwidelyseenin2016WorldBankreport.AccordingtotheWorld

Bank(2007) thecountrieswithhigherlogisticperformancepresentprivatesectorwell

developedandcountrieswithlowperformancehaveproblemsinbothpublicandprivate

sectors.Andthedifferenceinsatisfactionamongcountriesofhighandlowperformanceis

higherfortimelinessindexcomparedtoanyotherindexes.Dataaboutthefts,bribesand

fraud,percentageofphysicalinspectionamongothersareusedtocomparecountries.The

majorconcernfortradersandlogisticserviceprovidersisbordermanagementreforms.

Lowincomeeconomiesespeciallywhicharelandlockedstrugglewithpaperworkandlong

delays.Andalso,infrastructurewhichassureconnectivityandaccesstogatewaysformost

developingcountriesisimprovingatmuchslowerpacethanthoseattopofthescale.

“Amongthetop30countriesintheLPI,approximatelyonly1in10shipmentsfailtomeet

qualitycriteriainthetop30performers.Amongthebottom 30countries,nearlythree

timesasmanyshipmentsfailtomeetthesestandards“(WorldBank,2007)
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Table2.2:TopperformersofLPIbyincomelevel(WorldBank,2016)

UpperIncome Upper-middleincome Lowermiddleincome Low-Income

Germany SouthAfrica India Uganda

Luxembourg China Kenya Tanzania

Sweden Malaysia Egypt Rwanda

2.4 Globalcompetitivenessindex(GCI)

GlobalcompetitivenessIndexispresentedby theWorldEconomicForum (2016)and

publishedyearlysince2004.Byconsideringcountriesstrengthandweaknesses,itanalyses

significantfactors in business climate environmentand identifies priorities forthe

facilitationoftrade.Intotalstatisticaldata,114indicatorsaredividedunder12pillarsof

competitivenessinthreedifferentgroups,ranking138countriesexpressingtheirscoreon

1-7,with7beingthemostdesirableoutcome.InfrastructureiscommonpillarforbothGCI

andLPI.InGCIitiscalculatedbyninedifferentindicatorsamongthemfourcouldbeuseful

forLPIvalidation.ThesearequalityofPortsinfrastructure,qualityofroads,qualityofair

transportinfrastructure,andqualityofrailroadinfrastructure.Andotherindicatorsas

goodsmarketefficiencywhichisimprovedbybetterlogisticsandinnovationwhichisan

importantfactorinalogisticssystemisincluded.Also,education,labormarketefficiency

andmarketsizehaveinfluenceonlogisticalperformance.

Table2.3:GCIpillarsofcompetitiveness(WEF,2016)

Components Description
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Basicrequirements

Institution Efficiencyofbothpublicandprivatestakeholders.

Infrastructure Extensive and efficientinfrastructure which is criticalfor

functioningoftheeconomy,thusincludehighqualityroads,

railroads,portsandairtransport

Macroeconomic

environment

Stabilityofmacroeconomicenvironmentwhichisimportantfor

businessandoverallcompetitivenessofthecountry

Health and primary

education

Healthyworkforce,quantityandqualityofbasiceducation

received by population which is vital for countries

competitivenessandproductivity

Efficiencyenhancers

Highereducation and

training

Qualityhighereducationwhichiscrucialforeconomiesthat

moveupthevaluechainbeyondsimpleproductionprocessand

products

Goodsmarket

efficiency

Efficientgoodsmarketthatproducetherightmixofproducts

and services given in theirparticularsupply and demand

conditionsandcanbetradedeffectivelyintheeconomy

Labor market

efficiency

Efficiencyandflexibilityoflabormarketswhicharecriticalto

ensurethattheworkersareallocatedtotheirmosteffective

useineconomyandprovidedwithincentivestogivetheirbest

effortintheirjobs

Financialmarket Efficientfinancialsectorallocatestheresourcessavedbya
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development nationspopulation,aswellasthoseenteringtheeconomyfrom

abroad,to the entrepreneurialorinvestmentprojectswith

highestexpectedratesofreturnratherthantothepolitically

connected

Technological

readiness

Measuretheagility withwhichaneconomy adoptsexisting

technologiestoenhancetheproductivityofitsindustries,with

specificemphasisonitscapacitytofullyleverageICTsindaily

activitiesandproductionprocessforincreasedefficiencyand

enablinginnovationforcompetitiveness

Marketsize Sizeofmarketaffectingproductivitysinelargemarketsallow

firmstoexploiteconomiesofscale

Innovationand

sophisticationfactor

Business

sophistication

Qualityofcountriesoverallbusinessnetworksandqualityof

individualfirm’soperationsandstrategies

Innovation Sufficientinvestmentinresearchanddevelopment,possibility

ofgeneratingmorevaluebymerelyintegratingandadapting

exogenoustechnologies

2.5 LinearShippingConnectivityIndex(LSCI)

TheLinerShippingConnectivityIndex(LSCI)isanindexcreatedbytheUnitedNations

ConferenceonTradeandDevelopment(UNCTAD)presentinganalysisofconnectivityusing

fivedifferentparameters.Itindicateshowwellacountryliesintheshippingnetworkand
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showshowcountrycanimproveitsaccesstotheglobaltrademarkets.Ahighrankinginthe

indexmeansthatacountryhaseasyaccesstothisnetworkandislikelytohaveawell-

developedeconomyandtradingsystem (Hoffmann&Fuguzza,2015).Butthedataisnot

availableforEthiopia,sothereisnorankprovided.

ThehighestcorrelationbetweentheLSCIandtheLPIispresentedbydifferentresearchers.

Hoffmann(2010),describethecorrelationintwodifferentways.1.HigherLPIscore,makes

itmoreattractiveforcarriers,whichwillleadtoahigherLSCIscore.Thismeansthata

higherLPIwillleadtoahigherLSCI.2.IfacountryhasahighLSCIthismeanstheservices

arebetter,whicharealsoacomponentintheLPIandwillleadtoahigherLPIscore.

However,countriessuchasChinawillscoreveryhighontheLSCIduetothehighamountof

containermovementsbutlagsbehindontheLPI.Also,forbothindexestradeiscritical,so

itislikelythateventhoughtheyhavesomedifferentcomponents,moretradewillleadtoa

higherscore on both indexes.There is relation between connectivity and logistics

performanceandthatconnectivityisneededtoachievehighlogisticsperformanceand

viceversa(Arvisetal.2016).

Table2.4:LSCIparameters(Hoffmann&Fuguzza,2015)

Parameter Explanation

Fleet
deploymen
t

Thenumberofshipsthatarecallingaporteachyearforimport,exportor
transshipmentpurposes.However,ahighleveloftransshipmentcanbe
misleadingsinceitisnotanindicatorforconnectivitytoglobaltrade,but
indicatesthecountryhasatransshipmenthub.Measuredpercapita.

Carrying
capacity

Theavailabilityofcontainersfortheconcernedcountry,measuredinTEU.
Fleetdeploymentisanindicatoroffrequencywhereascarryingcapacity
concernssizeofshipments.Measuredpercapita.

Liner
companies

Theamountoflinercompaniesthatincludeaportinthiscountryintheir
shippinglines.Alsoincludesthenumberofshipsperlinerthatservicethe
countryperyear.

Liner
services

Theamountofcompaniesthatofferaservicethatwillincreasetherotation
ofcontainersintheconcernedcountry.

Maximum
vesselsize

Themaximumsizeofavesselthatcanloadorunloadgoodsintheconcerned
country,givesaninsightineconomiesofscale.
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2.6 CorrelationbetweenLPIandGrossDomesticProduct(GDP)

TheGDPofacountryisthesumoftheconsumption,investments,governmentspending,

andnetvolumeoftheexports.GDPpercapitaindicateshowdevelopedacountryisand

thereisarelationbetweenthelogisticsperformanceandtheGDPofacountry.When

comparisonismademanycountrieswithahighGDPalsoscorehighontheLPI.Thereason

theregressioncoefficientisnotevenhigheristhatsomecountrieswithaveryhighGDP,

suchasLuxembourg,Switzerland,andQatardonotscorehigherontheLPIthancountries

withalowerGDPbutwithahighLPI,suchasGermanyandtheNetherlands.Also,some

countrieswithaverylowGDP,suchasUgandaandBangladesh,scorerelativelywellonthe

LPI.

Ontheotherhand,theGrossNationalIncome(GNI)istheGDPplustheincomesearnedby

foreignersinthecountry,minusthesalariesearnedbynon-residents.Samecorrelationis

gainedasoftheGDP.Accordingto(Roekel,2017)theDoingBusinessreport2017,the

GlobalCompetitivenessIndexhaveacorrelationofaround0.55andtheLinershipper

connectivityindexhasacorrelationof0.40withtheLPI.Thegrossdomesticproductand

thegrossnationalincomehavecorrelationsof0.59and0.62withtheLPI.Thesemetricscan

beseenasindicatorsoftheeconomicstateofacountryofwhichlogisticsisanimportant

part.

2.7 SupplychainGlobalResilienceindex

Whenbusinessisdependentuponmorethanonecountryaseachhasitsowndriversof

resilienceitbecomesvitalbydevelopingtheabilitytowithstanddisruptionandrebound

quickly.Butsomeofwhichmaybeunknownindevelopingcountries.Thegoalsofsupply

chainvisibilityaretoreduceenterpriseandsupplychainrisk;improveagility,leadtimesand

performance;andidentifyshortageandqualityissuesalongthesupplychain.Usingdata
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sourcedfrom the WorldBank,visibility isdefinedasthe ability to trackandtrace

consignmentsacrossacountry’ssupplychain.Enhancingvisibilityisessentialtoimprove

enterpriseresilienceandmaximizingvalueinsupplychainperformance.

Intheotherhandvisibilityshowsawarenessaboutcompanies’location,operationsand

vulnerabilitiesofitssuppliers.Itisimportantforbothdomesticcompanieswithmultitier

supplychains,andalsowithglobalsupplynetworks.The2017FMGlobalResilienceIndex

ranks130countriesandterritoriesaccordingtotheirenterpriseresiliencetodisruptive

eventsusing12coredriversthataffecttheenterpriseresilienceofcountriessignificantly

anddirectly.Themainpillarsare:economic,riskqualityandsupplychain.Therankis

presentedascore,boundedonascaleof0to100.Ascoreof100doesnotimplyaperfect

score,butrather,thattheterritoryrankshighestinthatparticulardimension.Switzerland

occupiesthetoppositionintheFMGlobalResilienceIndex.BecauseSwitzerlandisamong

thebestintheworldforitsinfrastructureandlocalsuppliers,itspoliticalstability,control

ofcorruptionandeconomicproductivity.Thelowest-rankingcountryintheindexisHaiti,

whichisamongthepoorestcountriesintheworld.Rankedsecondtolast,Venezuelais

hamperedbyexposuretowindandearthquake,perceptionofextensivecorruption,poor

infrastructureandill-perceivedlocalsupplierquality.Fortifyingresiliencetodisruptionis

essentialforprotectingstakeholdersagainsttragedyandlossandsustaininglong-term

economicperformance.Thescores,therefore,arearelativemeasureofresilienceacross

countries,ratherthananabsolutemeasure.

Table2.5:GlobalResilienceindexparameters

Economic    

Productivity
Grossdomesticproduct(GDP)basedonpurchasingpower
parity,dividedbytotalpopulation

International
Monetary
Fund(IMF)

Politicalrisk

Theperceivedlikelihoodthatthegovernmentwillbe
destabilizedoroverthrownbyunconstitutionalorviolent
means,includingpoliticallymotivatedviolenceandterrorism WorldBank

Oilintensity
Vulnerabilitytoanoilshock(shortage,disruption,pricehike);
oilconsumptiondividedbyGDP;measuresdependencyonoil

U.S.Energy
Information
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forproductivity Administration
Urbanization
rate

Theaverageannualrateofchangeintheextenttowhicha
country’spopulationislivinginanurbanarea

UnitedNations
(UN)

Riskquality    
Exposureto
natural
hazards

Thepercentageofacountry’sareadevotedtoeconomic
activitiesthatisexposedtoatleastonenaturalhazard:
wind,floodorearthquake FMGlobal

Natural
hazardrisk
quality

Thequalityandenforcementofacountry’sbuildingcode
withrespecttonaturalhazardresistantdesign(80%),
combinedwiththelevelofnaturalhazardriskimprovement
achieved,giventheinherentnaturalhazardrisksinacountry
(20%) FMGlobal

Firerisk
quality

Thequalityandenforcementofacountry’sbuildingcode
withrespecttofire-baseddesign(80%),combinedwiththe
leveloffireriskimprovementachieved,giventheinherent
firerisksinacountry(20%) FMGlobal

Inherent
cyberrisk

Vulnerabilitytoacyber-attackcombinedequallywiththe
country’sabilitytorecover;capturedbyinternet
penetration(thepercentageofindividualsinacountrywho
haveaccesstotheinternet)andcivilliberties

UNand
Freedom
House,
respectively

Supplychain    

Controlof
corruption

Theperceivedextenttowhichpublicpowerisexercisedfor
privategainincludingbothpettyandgrandformsof
corruption,aswellascaptureofthestatebyelitesand
privateinterests WorldBank

Qualityof
infrastructur
e

Theperceivedqualityofgeneralinfrastructure:transport,
telephonyandenergy

World
Economic
Forum(WEF)

Localsupplier
quality Theperceivedqualityoflocalsuppliers

World
Economic
Forum(WEF)

Supplychain
visibility

Theabilitytotrackandtraceconsignmentsacrossa
country’ssupplychain WorldBank

Source:authorselaboratedfromResilienceindexannualreport(2017)

2.8 Thevaluationsinlogisticssystems

Logisticscanbeseenasasystem(anintegratedsystemofdifferentkindsofactivities).A

system approachtologisticsputforwardallactivitiesandchangesinasystem and
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collectionofoptimizingtheproceduresthroughseparateproductions,andtransportation

tothefinalusers.Logisticsystemintendstominimizetheoperationcostsandpromotethe

competitivenessandthequalityofservicesbyprovidingpositioninbusinessoperation.

Activitiescannotbeanalyzedasisolatedevents,butinsteadintermsofhowtheyinteract

withtheirsurroundings.(Lambert&stock,1998).Thegoalofanylogisticssystem isto

provide complete logistic services which willfully satisfy the requirements and

expectationsofcustomers.

Itisclearthatpoorercountrieshaveweakerlogisticssystemsandhavenotyetbenefited

fromtheproductivitygainsoflogisticsmodernizationandinternationalizationimplemented

overthepast20yearsbyadvancedcountries.ThestudiesofeasternAsiasocietyfor

transportationstudies(vol.5,pp.1657-1672,2005)andBureauofTransportandRegional

Economics(2001)providesanoverview ofthelogisticssystem asLogisticsservices,

information systemsand infrastructure/resourcesasthe three main componentsof

logisticsystemandarecloselylinked.Theinteractionofthethreemaincomponentsinthe

logisticssystemisinterpretedasfollows.

2.8.1 Logisticsservices

Completelogisticsserviceisthemostimportantpartofanylogisticssystem whereall

processesandactivitieswithinlogisticschainmustbedesignedtosupporttherequired

structureandleveloflogisticsservices.Activitiesinlogisticsservicesarebi-directionby

supportingthemovementofmaterialsandproductsfrom inputsthroughproductionto

consumers,aswellasassociatedwastedisposalandreverseflows.Thislogisticserviceis

carriedoutbydifferentsectorsoflogisticsserviceproviderswhichcanbeseenas

companies,byperforminglogisticsactivitiesofacustomereithercompletelyoronlyin

part(Delfmannetal.2003;Lai,2004).Thesefunctionscanincludetraditionalactivitiessuch

astransporting,warehousing,packaging,etc.butalsolessconventionalactivitiesasthose

relatedtocustomclearance,billingaswellastrackingandtracing.
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Indevelopingcountriesinstitutionsarecharacterizedbypoorcapacitywhichcanbeseen

bytransitdelays,failuretodeliverintheneededtimewindoworwithoutthenecessary

qualityandstoragecost,falseincargocompositionandwrongdocumentation.Impactof

institutionalqualityonlogisticsandtradeisalsogettinghigherasthemainstakeholderslike

customsauthority,banks,transportservice providersand otherinstitutionsbecome

unreliable.Ontheadministrationside,procedures(especiallyaddedcontrolprocedures)are

oftennonselectiveandessentiallyindependentofthenatureoftheshipment(Arvisetal.

2010).Theseleadstotheprevalenceofphysicalinspectionwhichincreasesinspectiontime,

red tape,compulsory warehousing,theft,and informal(corrupt)payments in low

performancecountries.

AccordingtotheWorldBank’slogisticsperformanceindex(LPI,2012)whichmeasurestrade

logisticsefficiency,Ethiopiawasranked141stoutof155countriesandallscoresarebelow

theaveragesofthesub-SaharanAfricaregionwhichisrelatedtocomplexborderclearance

andinlandtransportation.Sincemanydevelopingcountriesstillrelyheavilyontariffduties,

theytendtodevelopredundantprocedurestoavoidfiscallossassociatedwithdiversion.In

thiscasetransitbecomesachainofcontrolratherthanafreedom giventocompliant

operatorsinexchangeofguarantees.

Table2.6Activitiesoflogisticsserviceprovider(basedonSinketal,1996)

Transportati
on

Shipping,Forwarding,(de)consolidation,Contractdelivery,Freightbill
payment/audit,Cross-Docking,Brokering

Warehousing Storage,Receiving,(Re)Assembly,Returngoods
Inventory
Management Forecasting,Coactionsanalysis,consultingmanagement,Callcenter
Order
Processing Orderentry/fulfillment,Consigneemanagement,Callcenter
Information
System

EDI,Routing/scheduling,ArtificialIntelligence,Expertsystems,Barcoding,
RFID,Web-basedconnectivity,TrackingandTracing
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Value-added
activities

DesignandRecyclingofPackaging,Marking/labeling,billing,callcenter
activities.

2.8.2 Informationsystems

Theefficientandeffectiveoperationofthelogisticssystem dependsonreliableand

timelyinformationflows,involvingbothprovidersandusersofservices.Nearly,alogistics

chainusuallycontainsavarietyoflogisticsinformationsystemsequipment(e.g.computers,

terminals)and software which is operated by differentparticipants (e.g.suppliers,

transportoperators,retailers).AsacomponentofICT,consumerresponse(ECR)technique

incorporatescontinuousreplenishmentofinventoryandflow throughdistribution.This

enablesinventorytobemanagedonajust-in-time(JIT)basis,ratherthanstockpilinggoods

inwarehousesanddistributioncenters.Choi(2003)showsthatwhenthenumberofthe

internethostsorusersinahostcountryincreasedby10percent,theforeigndirect

investmentinflowsincreasedbymorethan2percent.

FrancoisandManchin(2007)alsofindthatexportsperformancedependoncommunications

infrastructure.Fordevelopingeconomiestoparticipateinglobalproductiontheirabilityis

affectedbyICTinfrastructureandelectronicsinglewindowswhichinreversecanreduce

transactioncost.Inordertomakelogisticnetworkworkeffectivelyitneedstocombine

physicalobjectsanddigitalinformationflow whicharevitaltosupporttheprocessand

physicalstructureoftheoperation.Thisincludeelectronicpointofsale(EPOS),electronic

datainterchange(EDI)betweencompanies,barcodes/radiofrequencyidentification(RFID),

warehouse managementsystem,forecasting and inventory managementsystem and

vehiclerecognition.

2.8.3 Infrastructureonlogistics

Infrastructureandresourcesaremajorcomponentsinlogisticsystem comprisinghuman

resources, financial resources, packaging materials, warehousing, transport and
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communications.Qualityandvolumeofinfrastructureacrosscountriescaneasilyshowthe

differenceintradecompetitivenessofcountries.Especiallyindevelopingcountriesthe

needtocompeteeffectivelyinexportmarketisrestrictedbylackofinfrastructure.Using

evidencefromEuropeancountries,Bougheasetal.(1999)byextendingDornbusch-Fisher-

Samuelson(DSF)Ricardiantrademodeltheyshowapositiverelationshipbetweenlevelof

infrastructureandtradevolumesforpairsofcountriesforwhichitisoptimaltoinveston

infrastructure.Similarly,Limao&venables(2001)showsthatimprovementininfrastructure

is quantitatively significant in determining trade cost and inadequate and / poor

infrastructureaccountsfor40and60percentoftransportcostforcoastalandlandlocked

countriesrespectively.

Costsmainlyfromlogistics,facilitationandinfrastructure(i.e.transactionscosts)influence

thepatternandvolumeoftradesinceitissignificantdeterminantoftradeandthe

influence ofthese factorsontrade volume and costispresented inmany papers.

(Turkson,2006)indicated the reason why countries like china and India (known as

“globalizers”)havetremendousgrowthintrade,whereasdevelopingcountries(mainlyin

Africa)have limited trade growth in the era of globalization that is because of

infrastructure.(Dollar&Kraay,2002;Rodriketal.2004)providedevidenceonpoor/good

conditionofinfrastructureandmanagementofinstitutionrelatingwithtradeandgrowth.

ThisalsosupportedbyBehar&Manners(2008)showingthattradecanbefacilitatedby

substantially reducing trade costs by using well established logistics, physical

infrastructureandportfacilities(Clarketal.2004)

2.9 LogisticssysteminEthiopia

EthiopiabeingalandlockedcountryinEastAfricawithalandareaofabout1.13million

squarekilometersandapopulationofabout106millionasof2018,hassetthegoalof

becomingamiddle-incomecountryby2025(GNIpercapitabetween$1036and$4085).Its

proximitytotheMiddleEastandEuropeputsthecountryonastrategicpositionto
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enhanceinternationaltrade.Buttradecompetitivenessofthecountryisnotincreaseddue

tolowefficientlogisticsystem.poorcharacterizationofEthiopia’slogisticsystem isdue

touncoordinationbetweenorganizationandstakeholdersinEthiopia’slogisticssector

includingMinisteroftransport,customs,banks,serviceproviderssuchasshipagents,

carriersandforwarderslocallyandatDjibouti,inadequatelogisticsinfrastructureand

fleetsoffreightvehiclesinnumberandage,Inadequateport/terminalandcorresponding

facilities,inefficientICTutilizationandunavailabilityoffacilitiessuchasGPSand,intact

anddamagedwarehouses(Shewangizaw,2016;Debela,2013).The federaldemocratic

republicofEthiopia(2013)alsostipulatescomplexprocessofexportingandimporting,

thoughexportandimportperformanceanalysisdoesn’tfollowsamestepbutbothhave

similarwayofprocedure.

2.9.1 Bankprocess

Sinceimports,exportsandoutgoingforeignpaymentsrequireforeignexchangepermit,

tradefinanceofEthiopiaisprovidedby bothpublicandprivatebanksinwhichNBE

authorizescommercialbankstoapproveanyvaluesupto1millionUSdollars,except

coffeewhichishandledbyNBEitselfandexportstoChinahandledbyCBE.Butthese

permitsmaybeamended(increased,decreased,dateextended)orcancelled(fullorpartial

utilization)

Import

ThepaymentmethodusedareLetterofcredit(LC),Cashagainstdocument(CAD),or

advancepaymenthavingvalidityperiodof120and30daysrespectively.Usingsurvey

conductedin2015by(Shewangizaw,2016)thetotalwaitingtimeforbothinvestorsand

commercials(waitingtimetogetforeignexchangeaftersubmittingrequest,timetoget

importpermitaftersubmittingrequest,waitingtimeforLCconfirmationafterreceiving

bankpermit)is184daysand32daysforprivateandpublicbanksrespectively.But

governmentalimportsasmanufacturing,pharmaceuticalsandfertilizers,etc.takesone
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monthusingpublicbanks.

Export

BankservicerelatedtoexportaspermitandLCadviceisprovidedfreecostandnoexport

taxisleviedonexportproductsexceptsemiprocessedhidesandskins(1.5%).Totalbank

processtime(timetogetexportpermitaftersubmittingrequestandtimetoadvice

exportthatLCisopenedbythebuyeraftertheyreceivethecorrespondent’sbankfor

export)takes2-3days.

2.9.2 Shipping

Shippinginvolvescargofromportofloadingtoportofdischarge.Mostofthetimeglobal

shippingserviceoperatesonregionsthathavehugetrademovement.AccordingtoUNDP

2014,Africaaccountsonlyabout6% ofglobalseaboundcargowhichresultedinless

optimalandsubservientservicethanotherglobaloperators.ESLSEprovidesinternational

shippingserviceunderprotection(FOBdirectives)withoutcompetitionrelyingonDjibouti

port.Buttype,size,numberandcapacityhavelimitationwithmagnitudeofbusinessneeds

andalsoperformancefeaturesofdeliverytimeofcargoandinefficientfreightcontract

forspotspacebookingleadtoargumentsbetweenservicelevelsandslotcarriers.

Table2.7:Advertisedfrequencyofsailingandtransittime

Traderoute Port Frequencyofsailing Transittime(days)

Own

vessel

Slot

vessel

Own

vessel

Slot

vessel

Fareast Shanghai Monthly Weekly 21 24

Pusan Monthly Weekly 21 27

Gulf Dubai/Sharjan Every Weekly 12 18
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2weeks

India NavaShella Every

2weeks

Weekly 12 18

Northcontinent Rotterdam Weekly - 21

Turkey Monthly 7 -

Source:ESLSEAnnualreport,2015

2.9.3 Port

Ethiopiaasalandlockedcountry,itsseabourntradeisservedthroughneighboringcoastal

stateportsincludingPortSudan(1.2%),Barbera(0.2%)andDjibouti(98.6%).Highervessel

waitingtimeatanchorage/berthwhichleadtoportcongestion,shippingdelay(15to20

daystodischargeduetolimitationinorganizationactivitiesandshortageoffacilitiesfor

theoperationaremajorconcernsatDjiboutiportinrelationtostevedoring.

Import

Transitprocessaffectslogisticserviceefficiencybytakinglongertimetocleargoods

throughport.(Shewangizaw,2016)inhisreportstatedastwotypesoftransit.Unimodal

transitrepresentingdischargeofcargoattheportonportandtomoveintoEthiopiawith

priorcompletionofcustomsandimportformalities,holdingaverageportclearancetimeof

10daysforcontainerizedcargowhichishighercomparedtoglobalpracticeholding3days.

Multimodaltransportofcargoholdsshipmentscoveredundercombinedtransportand

transferredthroughtheporttoinlandterminalwithsingledocumentundercustodyof

singlecarrierholdingrelativelyshortclearancetimebecauseitsshortprocesstime.Atthe

sametimecargoportdwellingtime(amountofdays(hr.)thecargostayslyingintheport

terminalfromthetimeitisoffloadedfromthevesseluntilitismovedtoinlandobtainingall

permitandclearancerequirement)formultimodalcargoisshorterthanunimodal.Andport
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chargesforimportvaryacrossportsholdinghigherratesforDjiboutibecauseofEthiopia’s

inabilitytousealternativecorridors.

Export

ExportfreighthandlingtimeatDjiboutitakestotalof9daysforclearanceandstuffing

includingemptycontainerpositioning(2days)andwaitingtimeforshipping(7days)asseen

fromESLSEannualreport.Andtransitcostisreducedifallstuffingiscarriedoutlocally.

2.9.4 Freighttransportation

Freighttransportationperformanceisdifferentforunimodalandmultimodaloperationby

consideringthetimefromassigningtrucks(Djibouti)tothecargodischarge.Truckingisthe

onlyandprimarymodeoflandtransportinEthiopia,butthistruckhaslimitedcarrying

capacityandinadequateforcontainerhaulageaswellasageof44%ofthecurrenttruckon

theroadaremorethan10yearsagainstlicensingrequirements.(Shewangizaw,2016)

Import

Transportofimportcargobytrucksinthecorridortakesabout3-5daysdependingupon

thetypeofcargoincludingwaitingtimeatcheckpoints(Galafi,MileandAwash),driving

time from Djiboutito Modjo,Gelan/Cometand truckwaiting time to discharge at

destinationorconsigneepremises(Shewangizaw,2016)

Export

Accordingto(Shewangizaw,2016)exportfreighttransportincludingtimeforassigning

trucksandpreparationoftruckwaybill,drivingtimetoDjibouti,waitingtimeatcheck

pointstakes4daysforexports.
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2.9.5 Inlanddryports

ESLSEmaintainsdryportsatvariousinlandlocation(Semera,Mekele,Diredewa,Kombolcha,

Modjo,GelanandComet(AA))toprovidemultimodaltransportservicebutModjodryportis

themainoperationcenter.From thesurveyofMOTrbyShewangizaw,duringimportation

processingtimetoclearcontainersandtakedeliveryofcargofromtheterminal(trucking

waitingtimefordischargeatdryportanddeliverytimeatdryport)takes7.7days.While

dwellingtimeatinlanddryportisveryhighthanDjiboutitaking64daysforcontainers.

2.9.6 Customsprocess

Astradefacilitatorcustomspeedstransitofgoodsthroughcustomsfrontiersbyremoving

cumbersome documentsandchecking formalitiesandsimplifying andstreamlining its

procedures.Efficiencyoflogisticoperationaffectedbytimetakeninwaitingforcustoms

transitpermit,largenumberofdocumentsandcustominspectionatdestinationterminals.

Import

InERCAannualreport,2015itisindicatedthatcustom processtime(days)forcontainer

importincludingtimetakenforcustom inspectionatcometanddeliveryatcustoms

custodyis3daysifitisunimodaltransport,whereas7daysformultimodaltransportsince

itneedscustominspectionatdryportsanddeliverytimefromdryports.

Export

Custom processtimeforexportcargotakes2daysincludinginspectionbyrelevant

organizationandwaitingtimefortransitpermitfrom ERCAincludinginspection.(ERCA

annualreport,2015)

Allthesehaveresultedininefficienciesinthelogisticsoperationleadingtohigherlogistics

cost,longerlead time and unreliable service offering.On the otherhand,logistic

performanceindexdevelopedbyWorldBankrelatedtothesixdimensionsindicatorson
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traderelatedlogisticsperformance,from 1to5showsrelativelylowresultforEthiopia.

Therefore,themajorfactorsaffectingthelogisticsservicequalityshouldbeidentified,

andthedegreeoftheeffectshouldbetested.Similarly,thisresearchwillbeaimedat

identifying which ofthese factors have significantimpacton the country’s trade

competitiveness.

1.10.1Ethio-Djiboutirailway

Ethio – Chinarailway isChinese-builtelectrified railprojectwhichisowned by the

governmentsofEthiopia(75%share)andDjibouti(25%share)thatcanabletohandle95%of

Ethiopia'stradethatpassesthroughDjibouti.70%oftheactivityisheldatDjibouti.The

totalrailwaycapacityis24.9milliontonsoffreightannually,with6milliontonsannually

expectedin2023.AccordingtoWorldBank(2013),theroutesconnectingtheDjiboutiport

toEthiopiaarecentraltotheroleDjiboutiplaysintheregionandthelowlandsseparating

Djibouticity from theEthiopianborderarelargely ariddesert.Butmodernizationof

customsproceduresinbothcountries,togetherwithraisedfeesforstorageinornearthe

port,iscausingEthiopianimporterstotransporttheircontainersallthewaytoAddisAbaba

ortoaModjodryport,60kmawayfromAddisAbaba(WorldBank,2013).InDjibouti,the

truckingmarketfortransportofgoodsontheDjibouti-AddisAbabarouteisdominatedby

EthiopiantruckingfirmsthanDjiboutiantruckingfirms(10%).BecauseDjiboutitrucks(200-

250)cannotcompetewithEthiopiantruck(6,000to8,000).Theotherthingistariff,whichis

verylow byinternationalstandards.Inadditiontothis,almostalltruckshavetoreturn

emptybecauseofthesevereimbalancebetweenimportsandexports(importshave

thereforetobearthefullcostoftheroundtrip).SoDjiboutianfirmsareforcedtoreturn

withemptyfreight.
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Figure2.1:overviewofEthio-Djiboutirailway

2.10 OverviewoflogisticsysteminChina

Chinashowsmassiveprogressinitslogisticindustrygivesqualityofservice,reliability,

flexibilityasmoreimportantthanpricewhenselectingtransportationandlogisticsservice

providers(Kearney,2015).Theincreaseinexpresstechnologyofe-commerce,overseas

infrastructure,logisticsnetwork,technologicalinnovation,andefficiencyleadcompanies

tomovetheirdistributionchannelsfromdealershipmodelstomulti-channelanddirectsales

models,requiringhigherdensitynetworkswithquickerresponsetimes.Atypicalexampleis

Taobao’swhichislogisticsnetworkcoveringmorethan90%ofChinascities,countriesand

districts.Itfocusesonlyontier–one–twocities.

EthiopiaisaslandlockedcountryinEastAfrica,itspoorlogisticsmanagementsystemand

poortransportationinfrastructuresreducesitsabilitytotransportfreightgoodsquickly,

economicallyandreliably.Anditsunderdevelopedinlandtransportationanditsdependence

onlyinDjiboutiporthindersthecountrytradeperformance.Optimizingthemanagementof

roadtransport,improvingtheassessmentoffreighttransportlicensesandpermitsandthe

inspectionmechanism forlogisticsvehicles,establishingbatchofnationallogisticshubs

withmulti-transportfunctionsandsupportingregionalandindustrialeconomicdevelopment,
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andintegrationofports,railwaysandhighwaysaresomeofthelessonslearnedfromChina.

SinceEthiopiaischina'simportantcooperationpartnerinAfrica,theysupporteachother

onissuesconcerningrespectivecoreinterests.Amongthem,China’sonebelt,oneroad

initiativeisdesignedto enhancetheorderly free-flow ofeconomicfactorsandthe

efficientallocationofresourcesby expandingbusinesscooperation.Itsadvantageis

developmentofinfrastructureandinvestmentsforports,freeways,bridges&rail,which

willopenupnewinternationaltrade&manufacturing,logistics&maritimeservices,banking

&financeandprofessionalservices.Ethiopiawasamongthefirstinthecontinenttoshow

interestinthechina-initiatedB&R,sofrom benefitofchina’sonebeltoneroadinitiative,

Ethiopiamayimproveitslogisticsystemespeciallyinareasofinfrastructureandportsthat

willleadEthiopiatoabetterperformanceandimprovementintradethatwillhelptocopon

withsameleveltoitscompetitors.

2.11 Ethio-chinatraderelation-shipondifferenttypesofcommodities

EthiopiabecamesourceofattractionforChinaandapotentialaccessforotherregional

marketssuchasthecommonmarketforeasternandsouthernAfrica(COMESA)becauseof

itsregionalhubwithseveralinternationalorganizationshavingheadquartersinitscapital

(Wilsonetal.2004).ThebilateraltradebetweenchinaandEthiopiawasstartedin1956.Since

Ethiopianexportstochinaarerelativelysmall,chinawantsEthiopia’sagriculturalexports,

andrisingproductioncostsinchinatospurChinesefirms,suchasHuajian,tobuildfactories

inEthiopia.EthiopiangovernmentshowprivateoperationalChineseinvestmentsfrom1992-

2015stoodat16.2billionbirrs($773m),biggerthananyothercountry'sinvestmentin

Ethiopiaduringthisperiod.However,therearealsonegativeviewsofchina'sroleinEthiopia

asChinesegoodssufferfromperceptionsthattheyareoflowquality,andChinesefirms

operatinginthecountryhavebeencriticizedfornottransferringknowledgetoEthiopians.

Based on statisticsfrom the internationalmonetary fund’sworld economic outlook

database,Ethiopia’stotalgrossdomesticproductamountedto$194.98billionasofApril
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2017.Therefore,exportsaccountforabout1.2%oftotalEthiopianeconomicoutput.As

seenfrom2017data,Ethiopia’stotalimportbyshareofcountriescontinentareAsia(67%),

Europe(19%),America(9.8%),Africa(4.2%)andwhileforexportsAsia(43%),Europe(32%),

Africa(13%),America(11%),Oceania(1%).Bycountry,thetopexportdestinationsof

EthiopiaaretheUnitedStates($169M),SaudiArabia($167M),Germany($148M),Switzerland

($130M)andChina($88.7M).ThetopimportoriginsareChina($3.21B),India($830M),the

UnitedStates($826M),France($476M)andTurkey($404M).

Ethiopiabecamethe91stlargestexporteconomyintheworldin2016byexporting$1.71B

and57thlargestimporterintheworldbyimporting$19.1B,resultinginanegativetrade

balanceof$17.3B.Ethiopia’stop10exportsarehighlyconcentrated,representing94%of

theoverallvalueofEthiopianglobalshipmentsThemostrecenttopexportsofEthiopiaare

Coffee($705M):41%,DriedLegumes($248M):15%,Gold($128M):7.5%,SheepandGoatMeat

($98.2M):5.7%andTannedSheepHides($42.3M):2.5%.ItstopimportsareRefinedPetroleum

($1.92B):10%,Deliverytrucks($803M):4.2%,PackagedMedicaments($636M):3.3%,Palm Oil

($522M):2.7%andMixedMineralorChemicalFertilizers($427M):2.2%.

2.11.1 Ethiopia’syearsofoverseastrade,focusingonChina

Table2.8:Ethiopia’syearsofoverseastrade,focusingonChina

Year

Ethiopia’s
Exportto
China
(USD/
Thousand)

Export
partner
share
(%)

Export
sharein
total
products
(%)

Ethiopia’s
Import
fromChina
(USD/
Thousand)

Import
partner
share
(%)

Import
sharein
total
products
(%)

2010 241763.38 10.38 11.70 2062084.70 23.97 79.81
2011 283442.81 10.84 11.39 1718111.46 19.31 81.66
2012 320919.10 11.10 11.65 2572358.00 21.59 80.82
2013 329051.98 8.07 10.78 3244696.55 21.78 79.31
2014 533171.81 9.41 12.81 5808429.60 26.51 80.59
2015 378491.35 7.53 18.14 7166912.40 27.76 81.23
2016 88693.60 5.14 14.02 6095987.65 31.88 85.32

Source:UNcomtrade(2016)WorldBank
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Table2.9:TypesofgoodsimportedfromandexportedtoChina(2016)

Importedgoods
Value
(USD)

Importshare
ofgoods(%) Exportedgoods

Value
(USD)

Exportshare
ofgoods(%)

Machinery,nuclear
reactors,boilers 1.24B 20

Rawhides,skinsrather
thanfurskinandleather 34.28M 39

Electrical,electronic
equipment 1.12B 18

Footwear,gaitersand
thelike 9.32M 11

Articlesofironorsteel
575.99
M 9.4

Vehiclesotherthan
railway,tramway 8.39M 9.5

Vehiclesotherthan
railway,tramway

485.92
M 8

Machinery,nuclear
reactors,boilers 7.65M 8.6

Ironandsteel
484.96
M 8 Oresslagandash 7.5M 8.5

Articlesofapparel,not
knotorcrocheted

274.92
M 4.5

Coffee,tea,mateand
spices 6.91M 7.8

Plastics
184.45
M 3 Cotton 3.58M 4

Aluminum
147.64
M 2.4

Optical,photo,technical,
medicalapparatus 2.8M 3.2

Rubbers
135.64
M 2.2

Electrical,electronic
equipment 2.16M 2.4

Furniture,lightingsigns,
prefabricatedbuildings

125.77
M 2.1 Lac,gums,resins 1.4M 1.6

Source:UNComtrade(2016)andWorldBank

2.12 Overviewofsimilarstudiesusingdifferentindexes

Table2.10:overviewofsimilarstudies

Authors Description

Jumadi&Zailani(2010) Use LPIto address Malaysia’s logistics situation and

compareitwithothereconomies

Kim&Min(2011) Examinewhethersomecountriesachievehighlogistical

performance by undermining environmentalquality and

creatingahybridindexcalledGreenLogisticsPerformance

index
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Hoekman&Nicita(2011) ReviewdifferentindicesofWorldBankthatconcerntrade

restrictivenessandtradefacilitationandapplythem to

developingcountries

Martietal.(2014) Present study on the importance of each of the

componentsoftheLPIfortradeinemergingeconomies

Solakivietal.(2014) Describe logistic system in Finland and uses LPIto

compareFinlandtoitsneighboringcountries

Erkan(2014) Researchedtheconnectionbetweentheinfrastructure

–weightedindicatorsoftheGCIandLPI

Rametal.(2015) EvaluateLPIofbrazilininternationaltrade

Çembercietal.(2015) Studied moderator effect of Globalcompetitiveness

index(GCI)ontheLPI

Vaillancourt & Haavisto

(2015)

Studiedthe relationbetweenthe state oflogisticsin

country and the impactofdifferenttypes(epidemic,

flood,storm)ofdisasters

TheInternationalTransport

Forum(ITF,2015)

Presentacasestudyonthelogisticalperformanceof

TurkeybasedoncomponentofLPI

Ucaetal.(2016) StudyaboutmediatoreffectoftheLPIontherelation

between corruption perception index(CPI)and Foreign

Tradevolume(FTV)

Ekicietal.(2016). ResearchdonetoproveacloseconnectionbetweenGCI

andLPI
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Dekkeretal.(2016) Take ranking ofCostaRicaasone ofthe reasonfor

developmentandneedforimprovement

Roekel(2016) AssignweightstoitssixcorecomponentstoimproveLPI

3 ResearchMethodology

3.1 Studydesignandsampleselectionstrategy

Tomeettheobjective,theprocedureusedinthemethodologywas,firstliteraturereview

wasmadetoassessrelevantdocumentsrelatedtoEthiopianLogisticsystemPerformance

asawholeandusingthedatatakenfrom WorldBankwhichrankcountriesbytheirtrade

andtransportfacilitationeverytwoyears,countrieslogisticbottlenecksweredetermined.

SecondlyexpertsinlogisticinChinaandalsowhoareworkinginlogisticserviceareaswith
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Ethiopiawereselectedandinterviewedaboutthelogisticactivitiesbetweenthetwo

countries.Thishelp the researcherto develop the questionaries’distributed to the

stakeholders.Thirdlystakeholderswereselectedforin-depthanalysisabouttheexistence,

causeandeffectsoftheproblem.Thetargetpopulationsofthestudywerethoseplaying

directroleintheduecourseofprocessinglogisticactivities.Theseareexportersand

importers,Ethiopianshippingandlogisticsservicesenterprise(ESLSE),Ethiopianrevenues

and customs authority (ERCA),Ethiopian Freight forwarders and Shipping Agents

AssociationandTransporterinChina.

3.2 Datacollection

Thedatacollectionprocessundertakenforthisstudywasbothprimaryandsecondary

data.Inadditiontogatheringallnecessary documentsfrom differentpublicandprivate

organizationssuchasEthiopianCustomsAuthority,EthiopianShippingLinesShareCompany

(ESLSC),NationalBankofEthiopia(NBE),EthiopianMinistryofTrade,differentrelated

documentssuchas;WorldBankReports,books,internationaljournals,studiesandotherlogistic

system relatedmaterialswerereviewedtoassessthecurrentconditionoflogisticsystem

problemsanditseffectinEthiopia.Thishelpstostrengthentheanalysisandtohavean

understandingonwhathasbeendoneinthepastandcurrentsituationandtotellthe

experienceofdifferentcountriesforanefficientlogisticsystem.Incontrast,primarydatawas

collectedbytheresearcherbasedontheknowledgegainedthroughthesecondarydata.The

surveyquestionnairewaspresentedtoEthiopianimportersandexporterswhoparticipate

intradebusinesswithchinaindifferentkindofcommodities.Datawascollectedfrom

traders to give the opinion on possible problems related to customs,warehouse,

internationalshipping,Djiboutidryports,andinformationtechnology.Atthesametime

logisticserviceprovidersofEthiopia(ELSE,ERCA)evaluatetheserviceperformanceofthe

logisticsystemusedinEthiopiaonthesameissuesraisedfortraders.Samplingsizeof5-10%

ofthetotalpopulationofeachstakeholderhasbeenconsidered.Thechosenpercentages

dependonthetimeconstraints,trustworthinessoftherespondentsorrichnessofthedataand
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representativenessofthestakeholder.Therefore,thedistributionofquestionnairewasmade

toberepresentativeto60tradersand40Logisticserviceproviders.Ingeneral,responsesfor

questionnairewerecollectedfrom 100respondents.TheQuestionnaireconsistsofclosed

choiceorfixedquestionsandopen-endedquestions(SeeAnnex2and3).Simplerandom

samplingtechniqueisusedtoselectaparticipantfromeachgroupinwhicheachelementhas

anequalandnon-zerochanceofselection,thoughrandomselectiondoesnotalwaysproducea

sample thatisrepresentative ofthe population.Therefore,the sampleswere selected

randomly.Theowners/managerthathadauthorityoverthecompanyshippingdecisionand

employeesoflogisticserviceprovidersareinvolvedonthepresentedquestionnaires.Onthe

otherhand,semi-structuredinterviewswerealsoconductedfromEthiopianfreightforwarders

andshippingAgentAssociationsinChinatogetadetailedexplanationofthecurrentsituation.

3.3 Dataanalysis

InordertoidentifythemaintradepartnersofEthiopia,firstthemainImportoriginsand

exportdestinationofEthiopiawasdeterminedand34countrieswerechosen.Indexes

valuesofLPIwhichisdeterminedbyWorldBankwereusedtospotoutEthiopia’slogistic

bottlenecksandusedtocompareEthiopiawithitstradepartnersandalsoneighboring

countries.TheLPIindexesdatafrom2007to2016wereusedforanalysis.Thecollecteddata

from traderswereanalyzedinordertodescribetheexistingconditionsofEthiopianlogistic

system andsalientfactorsoccurringintradebusiness.Theproblemsfacedbytradersare

orderedsequentiallydependonthefrequencyinwhichtheywerechosenbytherespondents.

Similarly,theresultsfromlogisticserviceproviderswereanalyzedfromtheevaluationmadein

5-pointsratingscalewhere:1,stronglydisagree;2,disagree;3,neutral;4,agree;and5,

stronglyagree.Attheend,resultsfromthetwostakeholderscomparedsothattheresult

distinctionwasobservedandthefactorsthatseekimprovementtomeettherequired

customers’satisfactionweredetermined.Inordertoanalyzetheresults,tables,chartsand

graphswereused.
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4 ResultandDiscussion

4.1 EvaluationofLogisticPerformanceIndexesofEthiopiaintheInternationalTrade
(2007-2016)

Figure4.2showsLPIvaluesofEthiopiaforallofitssixcomponentsstartingfrom
2007to2016whichisdevelopedbyWorldBankeverytwoyears.

Figure4.2:Ethiopianlogisticsperformancefrom2007to2016

Source:authorsbasedonWorldBankLPIreport(2007-2016)

Indicatingabilityofcustomsandborderagenciesinclearanceprocess,Custom indexof

Ethiopiashowsrelativelygoodimprovementacrosstheyear.AccordingtoWorldBank2016

bycustom,Ethiopiaisranked80thamong160countries.Thisiscomparativelythesameto

therankofcountrieswhichisinmediumlogisticperformance.

In case ofQuality oftransportand IT infrastructure forlogistics,Ethiopia shows

improvementininfrastructureinyear2012,buthavelowerscoreinyear2014and2016.

AccordingtoWorldBank2016,Ethiopiaranked132outof160countriesbythescoreof

infrastructureindex.

Internationalshipmentindex analysisshowsthe ease and affordability ofarranging

internationalshipments.Aspertheindexes,Ethiopiashowsinconsistencyacrosstheyear
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2007–2016andranked101outof160countriesasWorldBankreport2016.

Accordingtothecompetenceofthelocallogisticsindustry,Ethiopia’slogisticserviceand

competencyindexshowscontinuousimprovementacross2007to2014.Butin2016it

decreaseswitharelativelysmallpoint.LeadingEthiopiatoberanked117outof160

countriesaccordingtoWorldBank2016.

By ability to trackand trace internationalshipmentsand by quality ofinformation

technologyinlogisticprocess,Ethiopiaisranked133outof160countriesaccordingto

WorldBank2016,andasseenfromthefigurethereisinconsistencyacrosstheyear.

AccordingtotimelinessofshipmentsinreachingdestinationEthiopia’stimelinessindex

scoreshowsinconsistencyacrosstheyear(2007–2016).Andin2016Ethiopiaisranked

Ethiopia149outof160countriesin2016.

4.1.1.1 CustomindexvariablesofLPI

CustomindexvariablesofLPIincludesvariablesthatareprovidedduringcustomclearance

whichincludeclearancetime,physicalinspectionofgoodswhileenteringthecountryand

totalnumberofdocumentsnecessarytoaccomplishthecustomsclearanceprocess.

Table4.11:AveragedcustomvariablesofLPIaccordingtotheWorldBank(2016)

Country

Clearance
timewith
physical
inspectio
n(days)

Clearance
time
without
physical
inspectio
n(days)

Physical
inspecti
on(%)

Multiple
inspecti
ons(%)

Number
of
agencie
s-
exports

Number
of
agencie
s
imports

Number
of
docume
nts-
exports

Number
of
documen
ts-
imports

Ethiopia 2 3 4.83 8.18 7 4 7 5
Djibouti1 1 8.14 5.01 3 3 3 3
Kenya 2 2 40.18 10.22 5 4 5 4
Sudan 3 5 34.14 48.27 5 5 5 5
China 3 2 9.68 3.38 3 3 5 4

Source:ElaboratedbyauthorsusingdatafromWorldBankreport(2016)
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Table4.11presentsNumberofimportagenciesattheborder,Physicalinspectionof

shipmentsimported,Multipleinspectionoftheshipmentsphysicallyinspected,Documents

requiredtoallow exports(customsprocedures),Documentsrequiredtoallow imports

(customsprocedures),Customsclearancetimewithphysicalinspection,Customsclearance

timewithoutphysicalinspection.

Intermsofcustomsclearancewithorwithoutphysicalinspectionitisobservedthat

Ethiopiaholds2daysand3daysrespectively.Regardingthenumberofexportandimport

agencies,Ethiopiahas7exportand4importagencies,whileChinahas3numberofimport

andexportagenciesrespectively.AndEthiopianeeds5documentstoallowtheimportand

7documentsforexportswhileinChinatheamountis 4and5respectively.

4.1.2 RelativecomparisonofEthiopiawithitsneighboringcountriesusingLPI

Accordingto WorldBankreport(2016),domesticLPIresultsindicatethat,themain

determinantoftheperformancedifferencebetweentwocountriesistheefficiencyof

processesinclearanceanddeliveryoftheshipments.Efficiencyofcustomsintermsof

speed,simplicityandpredictability,qualityoflogisticserviceandinfrastructurequalityis

criticaltoassureconnectivityandaccesstotradegatewaysforanycountry.

Table4.12:RelativecomparisonofEthiopiawithitsneighboringcountriesusingindexesof
LPIin2016(1-worstto5-best)

Rank Trackin

g &

Tracing

Logistic

competen

ce

Internation

alShipment

Custom

s

Timelines

s

Infrastructu

re

Djibouti 134 2.09 1.96 2.48 2.37 2.69 2.30

Kenya 42 3.42 3.24 3.24 3.17 3.70 3.21

Eritrea 144 2.03 2.25 2.16 2.01 2.50 2.06
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Ethiopia 126 2.18 2.37 2.56 2.60 2.37 2.12

Somalia 158 1.51 1.85 1.86 1.29 2.35 1.57

Sudan 103 2.49 2.36 2.57 2.23 3.28 2.20

Source:authorsbasedonLPIreport(2016)

Table4.12showscomparativevaluesusingsixpillarsofWorldBankforsixcountries.When

Ethiopia(126th)iscomparedwithitsbordercountriesusingtherankgivenbyWorldBankit

haslowerrankthanKenya(42nd)andSudan(103rd)andhigherrankthanDjibouti(134th),

Eritrea(144th)andSomalia(158th).

4.1.3 ComparativeRankofEthiopiaalongwithItsTradePartnersusingLPI(2016)

Based onthe criteriadescribed inthe methodology,34countrieswhichare Export

destinationandImportOriginofEthiopiawereselected. TheresultsinAnnex1istaken

fromWorldBankreport(2016)showingthescores(5–pointscale)ofthesixindicatorsof

LPI.FromAnnex1itmightbeobservedthatamong10toptradepartnersofEthiopiawhich

includeChina,Kuwait,Switzerland,Netherland,US,Japan,IndiaandSomaliaininternational

trade,Ethiopiahaspresentedarelatively low performanceindexes,only overcoming

countrieslikeSomaliaandfrom all34tradepartnersitovercomesDjiboutiinadditionto

Somalia.

Theexportrolesinglobaleconomyandhighlevelindustrialenvironmentisessentialfor

countriesdevelopment.“Thisindicatethatthecountriescanbecompetitiveinglobal

marketifitsindustry can produce atleastequalto orabove thatofitsforeign

competitors.”(Mustra,2011).

4.2 LogisticPerformanceanalysisusingLPI

Logisticsandotherindexestogetherdeterminehowcountryisperformingandstateon

whichstandardthecountryisperformingrelatedtologisticsandtrade.WorldBank(2014)
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findsthattoimprovelogisticsperformancedifferentstrategiesshouldbetakenbylow

income,middleincomeandhigh-incomecountries.Andslow logisticdevelopmentoflow

incomecountriescamefrominfrastructureimprovementandbordermanagementwhichis

reformingcustomagency.

In recentLPIreport(World Bank,2016)Germany ranked as1st and Syrian aslast

performancecountry.Ethiopiaranked126thwithmeanscoreof2.42.AlongLPIeditionsthe

scoreforEthiopiashowsinconsistency.bycustom indexEthiopiaranked95thhaving2.14

score,byinfrastructureindex144thwithscoreof2.12,byinternationalshipmentindex117th

withscoreof2.53,bylogisticsqualityandcompetenceindex121thwithscoreof2.39,by

trackingandtracingindex132thwithscoreof2.35,bytimelinessindex151thwithscoreof

2.62.Itcanbeconcludedthatthescoreshowswheretheproblemisandproblemrelatedto

thesectorsdimensionwillleadtolowerscores,thisalsotellsaboutthecausesthatlower

tradeperformance.Lowerscoreandbottom performancerankingarecausedbyvariant

factors,thesefactorsareresultofeitherlogisticserviceprovidersorbygovernmentor

bytradersitself,whichhasadirecteffectontradecompetitivenessofthecountry.From

WorldBankreport(2007-2016)itcanbeseenthatdependingontheranksandscoreseach

activityonlogisticsystemcandirectlyaffectthecountry.
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Figure4.3:LPIscoreandrankofEthiopia(2010-2016)

Source:ElaboratedbytheauthorsusingdatafromWorldBank(2010-2016)

TheelaborationinindicatorssuchasTimeliness,Logisticcompetence,andtrackingand

tracingcapabilityleadEthiopiatoincreaseitsoverallLPIscorein2014,andLPIscoreof

Ethiopiahasdeclinedfrom2.59of2014to2.38of2016.Thisisbecauseoftheindexesvalue

relatedtoinfrastructure,trackingandtracingandtimeliness.

AsitisseeninfrastructureandtimelinessshowsthelowestperformanceforEthiopia.In

accordance,otherindexesalsoshowlowresultsforinfrastructure.Globalcompetitiveness

index (GCI)presented by World Bank have common pillarwith LPI.These include

infrastructureasverycommonpillarandalso,GCIpresentsproblem factorsfordoing

business in their country.In this index,from the basic requirements Ethiopia’s

infrastructureisranked115th /137countrieswithscoreof2.7whichisverylow.Goods
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marketefficiencycanbeimprovedbybetterlogisticsandinnovationcanalsobeimportant

factorinlogisticsystem.ByinnovationandinstitutionEthiopiaisranked86thwithscoreof

3.2and73thwithscoreof3.83respectively.GCIbrieflydescribestheranksforevery

infrastructurewhicharestatedintheresult.IntheotherhandLinearshippingconnectivity

indexwhichiscreatedbyUnitedNationsconferenceontradeanddevelopmentindicates

howwellacountryliesinshippingnetwork.Butthisindexdoesn’tprovidedataforEthiopia.

Thisrankingwillleadtoeasyaccesstothisnetworkandislikelytohaveawell-developed

economyandtradingsystem.GDPgivesanimpressionofhowdevelopedacountryisand

itislikelythatthereisacorrelationbetweenlogisticperformanceandGDPofthecountry.

OtherindexassupplychainGlobalresilienceindexwhichisrelatedtosupplychainvisibility

identifiessupplychainrisk,improveagility,leadtimeandperformance,identifyshortage

andqualityissuesalongthesupplychain.Inthisindexwithsupplychaincoreindexincluding

controlofcorruption,qualityofinfrastructureandlocalsupplierqualityEthiopiaisranked

110thwithscoreof22.9.

Developing countriesand countrieswhichare landlocked share some characteristics.

Especiallycountrieswhichsharebordershavealmostsimilarflowofsupplychaininlogistics

andeconomy.EthiopiaislocatedinhornofAfricaandsharedborderswithEritreatothe

northandnortheast,DjiboutiandSomalitotheeast,SudanandSouthSudantothewest

andKenyatotheSouth.SudanhaslargesteconomywithGDPofUS$95.5%billionwith

annualgrowthofGDP4.7%in2016.onlySouthSudanandEthiopiaarelandlockedcountries

whicharecategorizedaslow-incomecountries.

Table4.13:Macroeconomicindicatorsandinformationon7countries(2016)
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Description Ethiopia Djibouti Eritrea Somalia Sudan Kenya South

Sudan

Totalarea(km2) 1000000 23180 101000 627340 2376000 569140 -

Populationin

2016(millions)

102.4 0.94 - 14.3 39.5 48.4 12.2

GDPin

2016(US$billion

)

72.3 - - 6.2 95.5 70.5 -

exportofgood

andservice

(%ofGDP)

8.01 - - 14.86 9.83 14.57 -

Importofgood

andservice

(%ofGDP)

27.78 - - 63.04 12.53 23.36 -

Trade(%of

GDP)

35.79 - - 77.9 22.36 37.93 -

Incomelevel Low

income

Lower

middle

income

Low

income

Low

income

Lower

middle

income

Lower

middle

income

Low

income

Source:authorselaboratedfromWorldBankdata(2016)

Measuring burden ofpreparing bundle ofdocumentsthatwillenable completion of

internationaltradeisgoodfootprinttoknowtheeffectsoflogisticactivities.InEthiopia,

totalnumberofdocumentsneededtoimportandexportis5and7respectively,whichis
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relativelyhigherthanotherbordercountriesasKenya,DjiboutiandSudan(WorldBank,

2016).Higherdocumentswillleadtolowperformancewhichisduetoexcessivebeurocracy

ofthecountry.Atthesametime,longercustomclearanceleadtolongertimeforimporting

andexportingaswellasexaminationdelaycanoccurduetophysicalexamination.In

additiontothiscostandtimeassociatedwitheconomiescustomregulationandcompliance

withdocumentaryishigherforimportsthanexportswhichcanaffectimporttradeofthe

country.Theleadtimeexcludinginternationalshipping,indicatingshipmentfrom pointof

origin(seller’sfactory/commercialcenter)toportofloading(equivalentport/airport)is

greaterforimportsinEthiopiathanexports.Andalso,thetotalnecessarytimeneededto

complywithallprocedurestoexportandimportgoodsincludingthewaitingtimeduring

proceduresforexampleduringunloadingofcargoishigherforEthiopiawhencomparedto

KenyaandDjibouti.From thecomparativeanalysisalongthecountry,Ethiopiascores

higherscoresbycustomsandinternationalshippingindexthansub-SaharanAfricaandlow-

incomecountriesandbylogisticcompetenceindexthanlow incomecountries.Along

Ethiopianbordercountries,KenyaandSudanshowsgoodlogisticperformancethanEthiopia

havinghighscoreswithallindexesofLPI.Among6indexesofLPI,Ethiopiahavehigher

scoresthanallotherbordercountriesexceptSudanandKenyabytracking&tracingand

internationalshipping.Usinglogisticcompetenceandcustom indexEthiopiahasgood

performance than allotherbordercountries exceptKenya.Butby timeliness and

infrastructureindexEthiopiaonlyexceedsSomaliaandEritrea.

Numberofcalendardaysneededtocompleteallthenecessaryproceduretostartbusiness

isimprovingalongtheyear.Butstillproblematicfactorsthataffectdoingbusinessas

foreigncurrencyregulation,corruption,inefficientgovernmentbeurocracy,inadequate

supplyofinfrastructureandinadequatelyeducatedworkforcestilloccurs.WorldBank

(2016)definesqualityofportinfrastructureasitmeasuresbusinessexecutive’sperception

ofcountriesportfacilities.Asperthedatafromworldeconomicforum,respondentsinland

locked country are allowed to answerhow accessible portfacilities as extremely
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inaccessibleandextremelyaccessible.Ethiopiaasoneoflandlockedcountryitsqualityof

portinfrastructureisgoodduringtheyearof2010holdingvalueof4.43butshowsdeclining

inrecentyearswithvalueof2.7.Andalsothevolumeoffreight,expressanddiplomatic

bagscarriedoneachflightstageshowsgreaterimprovementalongtheyearandcustom

procedurealongtheyearshowsinconsistencyindicatinghigherresultsin2010andlower

resultsin2014,butagainimprovementincurrentyearwiththevalueof3.6.inthecoming

yearsEthiopiaisexpectedtoexcelinlogisticperformancesincethedevelopmentofthe

countryisontherise.

AboveandbeyondbestpracticeofLPI,itscomponentsmisstwothingswhicharevery

important.Theseareinnovationandenvironment.TheWorldBankcouldreview which

factorsshouldbeaddedorleftoutbeforeanewreportisproduced.Thisallindexesshows

relative developmentofcountry related to itslogistic system and the score with

respective core pillars presents countries competitiveness and trade and transport

developmentofacountry.Theaim ofthesethesisisalsotofindthegapthatleadthe

countrytobelesscompetitiveandtoevaluatetheconstraintfactorsinlogisticssystem.

Table4.14:Ethiopia’sLPIalongcountriesscorecard

     

Against
top
perform
erin
2016
rank  

Against
its
region
and
income
group  

Against
top
perfor
merin
region  

Against
top
perfor
merin
income
group  

  Ethiopia   Germany  

Sub-
Sahara
n
Africa

Low
income

South
Africa   Uganda  

  Rank Score Rank
Scor
e Score Score Rank Score Rank Score

AllLPI
indexes 1262.38 14.23 2.47 2.41 203.78 583.04
Customs   2.60   4.12 2.36 2.29   3.60   2.97
Infrastruc   2.12   4.44 2.29 2.18   3.78   2.74
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ture
Internatio
nal
shipment
s   2.56   3.86 2.49 2.49   3.62   2.88
Logistic
compete
nce   2.37   4.28 2.42 2.34   3.75   2.93
Tracking
and
tracing   2.18   4.27 2.39 2.32   3.92   3.01
Timelines
s   2.37   4.45 2.84 2.79   4.02   3.70

Source:authorselaboratedfromWorldBankdata(2016)

4.3 ComparativeanalysisusingGCIandFMGlobalresilienceindex

 AnalysisusingGCI

GCIdefinecompetitivenessandfactorsthatdeterminethelevelofproductivityofa

country.Thelevelofproductivitysetsthelevelofprosperitythatcanbereachedbyan

economyandratesofreturnobtainedbyinvestmentsinaneconomy,whichinturnarethe

fundamentaldriversofitsgrowthrates.Inotherwords,amorecompetitiveeconomyis

onethatislikelytogrowfasterovertime.

Table4.15:RankandscoreofEthiopiausingGCI

GCI Rank/137countries Score(1-7)

A.Basicrequirements 107 4
1.Institutions 73 3.8
2.Infrastructure 115 2.7
3.Macroeconomicenvironment 57 4.9
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4.Healthandprimaryeducation 111 4.8
B.Efficiencyenhancers 120 3.4

5.Highereducationandtraining 125 2.8
6.Goodsmarketefficiency 124 3.7
7.Labormarketefficiency 72 4.2
8.Financialmarketdevelopment 109 3.4
9.Technologicalreadiness 130 2.4
10.Marketsize 67 3.9

C.Innovationandsophistication
factor 100 3.4

11.Businesssophistication 112 3.5
12.Innovation 86 3.2

Source:ElaboratedbyauthorsusingdatafromGlobalcompetitivenessreport(2017-2018)

The core pillarthatis common with LPIis infrastructure.Extensive and efficient

infrastructureiscriticalforensuringtheeffectivefunctioningoftheeconomy.Effective

modesoftransportincludinghigh-qualityroads,railroads,ports,andairtransportenable

entrepreneurstogettheirgoodsandservicestomarketinasecureandtimelymannerand

facilitatethemovementofworkerstothemostsuitablejobs.A solidandextensive

telecommunicationsnetworkallowsfora rapid and free flow ofinformation,which

increases overalleconomic efficiency by helping to ensure that businesses can

communicateanddecisionsaremadebyeconomicactorstakingintoaccountallavailable

relevantinformation.

Table4.16:RankforEthiopiausinginfrastructurepillarofGCI

Value Rank

Infrastructure 2.7 115

Qualityofoverallinfrastructure 3.5 94

Qualityofroads 3.3 97
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Qualityofrailroadinfrastructure 2.9 61

Qualityofportinfrastructure 2.7 119

Qualityofairtrapsinfrastructure 4.2 77

Qualityofelectricitysupply 3.2 109

Fixedtelephonelines/100population 1.1 118

Source:ElaboratedbyauthorsusingdatafromGlobalcompetitivenessreport(2017-2018)

 AnalysisusingFMGlobalResilienceIndex

Globalresilienceindexshowssupplychainvisibilityrelatingthefollowingcorepillars.
Ethiopia’srankispresentedinthetable4.15
Economic–representspoliticalandmacroeconomicinfluencesonresiliencebycombining
productivity,politicalrisk,andoilintensityandurbanizationrate.
Riskquality–isrelatedtoabilitytodrawuponthewealthofexperience.

Supplychain– relatestothesupplychainitselfandcomprisesfourdrivers:controlof
corruption,qualityofinfrastructure,localsupplierqualityandsupplychainvisibility.

Table4.17:RankandscoreofEthiopiausingGlobalresilienceindex

Composit

e

Economi

c

Risk

Quality

Supply

chain

Rank Score Rank Score Rank Score Rank Score

127 12.7 129 1.1 111 17.9 110 22.9

Source:ElaboratedbyauthorsusingdatafromResilienceindexannualreport(2017)
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4.4 LogisticsystemevaluationfromEthiopianTraderspointofview

Customersinvolvedintradebusinesswithdifferentkindofcommoditieswereaskedthe

typeofproblemstheyfaceintraderelatedtothecountrieslogisticsystem.Thequestions

givenincludetheproblemsthatarerelatedtocustoms,internationalshipping,shipping

delays,cargo delay at port,transportation,warehouses at dry port,and logistic

professionals.Thequestionwasopenedtochoosemorethanonecriteriaofwhichthey

normallychallengedwithandalsoaskedhow itaffecttheircompany.Inadditiontothis

theyareaskedtospecifytypeofproblemstheyfaceifitisnotmentionedinthelist.

Generalinformation

 Gender

Outof60respondents,moreofthem (41)aremalesandtherest19ofthem are

females.

 Educationalbackground

Theeducationalbackgroundoftherespondentswasmainlyatfirstdegreegraduate

(53.3%).followedbyDiplomalevelandHighschool(31.7%)graduates.

 Workexperience

43.3%areinthesectorfor1–10yearstimewhile28.3%areinsectorof11-20years

and therestoftherespondentswerebeyond20yearsofexperience.

 Numberofemployees

44.9%ofrespondentshavefewerthan50employeesand44.8%oftherespondents

have50–500employeeswhiletheresthasmorethan500employees

 Directionoftradeandtransportdealingwith

53.3% oftherespondentsimportgoodsfrom foreigncountriesand30% of
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respondentsexporttoothercountrieswhile16.7%oftherespondentsuseboth

directionoftrade.Among60respondents66.7%ofthem importgoodsfrom china

andexportgoodstochinawhiletherestdealwithothercountries.

4.4.1 Customsrelatedproblems

Respondentswereaskediftheyfaceproblemsthatoccuratcustomsduringcustom

clearing procedure whichinclude dishonesty ofclearing agents,highcustom duties,

corruptionenvironment,late receiptofshipping document,delay incustom clearing

procedureandabsenceoflabors.Andalsotheimpacts ofthelatecustom clearance

procedurebechallengeforthetraders,includingDemurrage(acostchargedbysteamship

lineswhichoccursatportareawhencontainersheldlongerthanagreedstandardfreetime

fortheuseoftheirshippingcontainer),Perdiem(chargeappliedbythesteamshiplinesfor

theuseoftheirequipment),detention(chargesoftenchargedbytruckersduetoexcess

timetakenbytheconsigneeforunloadingcargo),missingdocumentsandphysicaldamage

tothecontainers.

Figure4.4:Percentageofresponseforcustomrelatedproblems

Note:Thisquestionwasopenedtochoosemorethanonecriteriatoapplythat’swhyit

addsupmorethan100%.

Outoflistedproblems66.6% ofrespondentschooseunexpectedcustom duties,late

receiptofshippingdocument50%,delayincustomclearanceprocedure53.3%,corruption
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environmentanddishonestyofclearingagentholding36.6%and33.3%respectively.

4.4.1.1 Impactoffrequencydelayofclearedgoods

Figure4.5:Impactoffrequencyofdelayofclearedgoods

Thedelaysincustom clearingprocedurescausetraderstofaceDemurrage46.7%,

Detention33.3%,Missingdocumentsandphysicaldamagetothecontainer26.7%and

13.3%respectively.

4.4.2 Internationalshippingrelatedproblems

Importersandexporterswhodealwithforeigncountriestoshipgoodstoandfrom a

country may face problemswhile shipping internationally. Asthe response ofthe

respondents46.7%holdsunexpectedadditionaldutyfees,40%isforTruckershortage,33.3

%istolessshippingcompany,26.7%toPortcongestionandHighShippingcostsand20%

isduetolessexperienceininternationalfreightforwarding.Andalso,otherproblemsas,

Chassisshortage,inefficientmodeprovision,andInsufficientshippingtimeareoccurred

withsmallerpercentages.
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Figure4.6:Percentageofresponseforinternationalshippingrelatedproblems

4.4.3 Shippingdelays

Whenexportingtoandimportingfrom acountrytherespondentswereaskedtochoose

whichfactorcausestheirshippingtobedelay.Asperthepercentageofrespondent’sport

and/terminalcongestionholds33.3%ofcausingshippingdelayandvesseldelaysdueto

weathercondition(whichincludewhenavesselhastoskipaportofcallduetopoor

weatherconditionandwhenthevesselisattheportbutcannotleaveduetobadweather)

andcustomsinspectionatbothportofloadingandportofdestinationholds26.7%of

respondents.While13.3%ofrespondentsagreedonthecausesofshippingdelaydueto

incorrectdocumentationandcontainernotbeingreturnedtolinerbycutoffdate(thedate

bywhichtheloadedcontainershouldbereturnedattheport)
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Figure4.7:Percentageofresponseforshippingdelayrelatedproblems

4.4.4 Delayofcargoattheport

Respondentswereaskedtochoosethecauseofdelayofcargoattheportiswhetherdue

toLengthy examinationofgoods,Overweightordamagedcontainer,Delayedfreight

releaseorduetoproblemswithCustomclearanceissues.

Figure4.8:Percentageofresponserelatedtodelayofcargoattheport

 Outofwhich46.7%oftherespondentsagreedonthecauseofdelayisbycustom

clearanceissuesandlengthyexaminationofgoodsrespectivelyand26.7%respond

thatcargocanbedelayedbecauseofthedelayedfreightrelease.

 Besidestheoccurrenceoftheseproblems,tradersespeciallyimportersintentionally
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letthegoodstostayattheportuntiltheyfindmarketsfortheirgoods,but

respondentsstatedthatthereasonbehindisduetounexpectedcustomduties.

4.4.5 Transportrelatedproblems

Respondentswereaskedofthelistedproblemstoselectofwhichtheytypicallyfacefrom

transportationrelatedproblemsamongthem:Increaseinunitcost(46.7%),lessspeedof

deliveryandtimelydelivery(40%),lessflexibility(33.3%),Governmentissues(26.7%)as

Restrictioninshipmentsize,lesssecurityandlesstransportationmanagementarethe

majorproblemswhichgethighestresponsesfrom therespondentswhicharerelatedto

transportation.Besidethisproblemslikeundercapacity,inefficientmodeprovisionand

argumentswithtransportersoccurinsmalleramountaspercentageofrespondents.

Figure4.9:Transportrelatedproblems

4.4.6 FactorsconsideredbytraderswhenchoosingFreightmode

Respondentswereaskedwhichreliablefactorstheyconsiderwhileselectingmodeof

transportintradesfrom air,waterandland transportalongtheinternationaltradewith

China, 60%ofrespondentschoosescomparativeunitcostwhichthemodesincurto

selectthetransportmodefollowedby,53%thereliabilitythatthemodedemonstratesin
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itsabilitytofulfillservicerequirements,46.7%requireddeliverydate,33.3%transittime,

33.3%possibilityofdamage,26.7%theflexibilitythatthemodeexhibitsandnumberof

transshipmentpoints,and20%foreachselectshipmentsize,thespeedwhichthemode

exhibitsanditemtype.

Figure4.10:Factorsconsideredwhenchoosingfreightmode

Freightmode

Respondentswereaskedwhichfreightmodetheytypicallyuseintheirtradebusinessand

whichoneisconvenientforthem.53.3%ofrespondentsusemultimodaltransport,20%%

usemaritimeand26.7%useairtransport.Multimodaltransportserviceimpliestheservice

givenbyESLwhichisdoortodoorcargoservicewithsingleadministrativedocumentfrom

pointoforigintopointofdestination.Whentradersusemultimodaltransport,cargosare

shippedfromportoforiginviaDjiboutiportandfinallytoModjodryportaswellasother

needed inland dry ports.Unimodaltransportservice is also given by ESLwhich is

disintegratedserviceswithmanyoperatorsandagreements.ServicegivenbyESLincase

ofunimodaltransportendsatportofDjiboutiafterthatconsigneewillchoosetheir

transportertoreceivethecargo.

Table4.18:Freightmodeusedbytraders
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Freightmodeoftransportused

Multimodal sea Air

53.3% 20% 26.7%

4.4.7 Informationtechnology

RespondentswereaskedtochooseproblemsoccurredinlogisticsystemsinrelationtoIT

infrastructurebasedonpointsofidentificationdelay,identificationaccuracy,configuration

check points, aggregated shipping, information standardization, and information

accessibility.

Figure4.11:Percentagesofrespondentsforlocationtrackingproblem

 43%choosesidentificationdelays(whenproductatthewarehouseorothersupply

chainsitewaitforlongperiodoftimeinthereceivingareawithoutbeingbooked

into information system causing information auto dated untilproducts are

processed)

 38.7%respondtoidentificationaccuracy(shortageofidentificationtechnologiesas

Barcode,contactmemorybuttonandRFID)

 13.7% choosesconfigurationcheckpointproblem (lessnumberandlocationof



EvaluatingInternationalLogisticSystemofEthiopiaUsingLogisticsandotherPerformance
Indexes:thecaseofEthio-ChinaTradeRelationship

MScThesis 59

checkpointsalongthesupplychain)

 27.8%ofrespondentsagreedonlessuseofidentifiersincontainersorpallets.

 26.7% choosesinformationstandardizationbystatingthatthereisnoenough

standardizedinformationsharinginlogisticactivities.

 Informationaccessibilitythroughparticipatingentitiesholds13.8%ofrespondents.

4.4.8 Warehousingatdryport

Respondentswereallowedtoevaluatetheperformanceofwarehouseatthedryport.

Theywereaskedifthelistedissuesareoccurringinagoodperformanceandservicesare

giveninamanageableway,bylettingthemtochooseYESorNO.

Table4.19:NumberandPercentageofresponsesforwarehousingatdryport

  YES
Percentag
e(%) NO

Percentag
e(%)

 Conditions
Numberof
response  

Numberof
response  

Thereisenoughspaceforutilizationand
handing 26 43.3 34 56.7

ThereisgoodWarehouselayout 28 46.7 32 53.3
Thewarehousecanhandleallthe
merchandise 24 40.0 36 60.0

ItiseasilyaccessibleforPickingofgoods 32 53.3 28 46.7

ThereissufficientHandlingequipment 24 40.0 36 60

Durationofstorageisenough 27 45.0 33 55.0

Thereisaccessandparkingforvehicles 22 36.7 38 63.3

ThereisenoughNumberofdocks 24 40.0 36 60.0

ThereisSecurecompound 22 36.7 38 63.3

Assemblingconsignmentsaredoneproperly 24 40.0 36 60.0
Dispatchingconsignmentsaredone
properly 24 40.0 36 60.0
Receivingandissuingofsuppliesareina
goodaccordance 26 43.3 34 56.7

Thereissuitablequalitycontroland 25 41.7 35 58.3
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verification

Detectionanddealingwithlossesaredone 27 45.0 33 55.0

Rejectedmaterialmanagedeasily 30 50 30 50.0
Dealwithunwantedmaterialanddisposalof
goods 31 51.7 29 48.3

Forthissection,itisanalyzedbasedonthehighestpercentageofresponses

Accordingtothis,respondentsagreedongoodperformanceofthewarehouserelatedto

 Easilypickingofgoodsfromthewarehouse,

 dealingwithunwantedmaterialsanddisposalofgoods,

 Managingofrejectedmaterialsinthewarehouse.

Apartfromthis,respondentsdisagreedonthewellperformanceofwarehousethatinclude

 Enoughareaforslottingofgoods,

 goodwarehouselayoutwithenoughspaceutilizationandhandling,

 efficientmerchandisehandling,

 inventoryreplenishments,

 sufficienthandlingequipment,

 enoughlongandshortdurationofstorage,

 sufficientaccessandparkingofvehicleswithsecurecompound,

 enoughnumberofdocks,

 Managedassemblinganddispatchingconsignments,andgoodqualitycontroland

verification.
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4.4.9 Intermsoflogisticprofessionals

Therespondentswereaskedtoevaluatethelogisticprofessionalsfrom whichtheyget

services.26.7%oftherespondentsagreedthatthereisfewlogistictrainedexpertiseand

NonewITdevelopmentsinlogisticsthatcontrolthecompetenciesofexistingworkforce,

20%agreedthatthereislowprestigeofoperationallogisticworkersandlowqualityin

educationalexperience,and13.3%holdsforthelimitedlaborsupplyinremoteareaswhere

logistichubsareoftenlocatedandhiringandretainingissuesdifficulties

Figure4.12:Percentageofresponseforlogisticprofessionalperformance

4.5 Logisticsystemevaluationfromlogisticserviceproviderspointofview

Logisticserviceproviderswereaskedtoevaluatetheserviceperformanceonthefollowing

issuesinlogisticsystem ofthecountry’stradepartnership.Theresultsareanalyzedon

whichtherespondentsmade5-pointsratingscalewhere:1,stronglydisagree;2,disagree;3,

neutral;4,agree;and5,stronglyagree.

Generalinformation

 Theeducationalbackgroundoftherespondentswasmainlyatfirstdegreegraduate

andDiplomalevel(80%)

 Outof40respondents,moreofthem(32)areFemalesandtherest8ofthemare
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males.

 Alloftherespondentswerefrom differentsectorsofEthiopianlogisticservice

enterprise(68%)andEthiopianrevenuesandCustomAuthorities(32%)

 Yearofexperience;70%areinthesectorfor1–10years’timewhiletherestofthe

respondentswerebeyond10yearsofexperience.

 56.7%ofrespondentshavementionedthattheyhavelessthan50employeesand

therestoftherespondentsspecifythatthereare50– 500employeesinthe

company.

4.5.1 PortandTerminal

Therespondentswereaskedtoevaluatetheserviceperformanceofportandterminalsin

Ethiopia.Theresultisanalyzedbasedonthehighestpercentageoftherespondents asa

whole,duetothelimitationbecauseofthenumberofissueslistedarenotconvenientto

analyzeindependently.ListedissuesarepresentedinTable4.18

 moreoftherespondentsagreedthatdry portandterminalfacilitiesarewell

accessed throughoutthe country giving theirservice in efficientway with

reasonablechargesandintimeofservicetheyfollowasperthescheduleandsolve

ifanydiscriminationsoccurredandalsosafetyofcargoatanymovementbe

ensured.

 allmostalloftherespondentsagreedthatoverallmanagementpracticeofdryport

andterminalissatisfactorybuthalfoftherespondentsstillhavedoubtthatitcan

serveasgoodpointofdestinationtoEthiopia’sexportandimportcargoes.

 Relatedtocustomstherespondentsagreedthatcustomcontrolandclearanceare

donecompletelybuttheystayedneutralontheissuethatcustom inspectionis

doneatportofloadingandportofdestination.Therespondentsagreedonprovision

ofcargostuffingandunstuffing,loadingandunloadingservicesinalldryportsbut
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stayedneutralwithoccurrenceofport/terminalcongestion.

 Related to necessary equipment’s and facilities,the space and capacity to

accommodateallincomingandoutgoingcargoes,about(40%)ofrespondentsdidnot

agree.

Table4.20:Percentageofresponseforportandterminal

Percentageofrespondents%

 Conditions SD D N A SA Total
Dryportandterminalfacilitiesarewellaccessedthroughoutthe
country 5.0 35.0 15.0 45.0 0.0 100.0
Alltheavailabledryportsandterminalsarewellequippedwithall
thenecessaryequipmentandfacilities 5.0 45.0 35.0 15.0 0.0 100.0
Theavailabledryportsandterminalshaveenoughspaceand
capacitytoaccommodateallincomingandoutgoingcargoes
eveninpeakperiods 15.0 40.0 30.0 15.0 0.0 100.0
Dryportterminalservicesareprovidedeasilywithacceptable
waitingtime 15.0 40.0 20.0 20.0 5.0 100.0
Thechargesbeingrequestedfordryport,terminalsand
warehousesservicesarereasonable 0.0 20.0 15.0 50.0 15.0 100.0
Dryportandterminalservicesareprovidedwithlawoffirst
comefirstserved,ifdiscriminationisdoneitisjustifiedand
approvedbyhigherofficials 5.0 15.0 35.0 45.0 0.0 100.0

Port/terminalcongestionmanaged 5.0 0.0 52.5 42.5 0.0 100.0
Cargosarelocatedinidentifiablewayandtheirsafetyiswell
ensuredinanymovement 0.0 5.0 35.0 55.0 5.0 100.0
Cargostuffingandunstuffing,loadingandunloadingserviceare
providedinalldryports 0.0 10.0 40.0 45.0 5.0 100.0

Customcontrolandclearanceformalitiesarecomplete 15.0 15.0 30.0 40.0 0.0 100.0
Customsinspectionisdone(atbothportofloadingandportof
destination) 0.0 7.5 52.5 22.5 17.5 100.0
ServeasgoodpointofdestinationtoEthiopia’sImportand
Exportcargoes 10.0 10.0 50.0 10.0 20.0 100.0

SD-stronglydisagreeD-disagreeN-neutralA-agreeSA-stronglyagree
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4.5.2 Intermodaltransport
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Figure4.13:Percentageofresponseforintermodaltransport

 Respondentswereaskedtoevaluateintermodaltransportbasedon8points；

which include the service and quality of intermodaltransshipment nodes,

effectiveness and efficiency of intermodalhubs,intermodaltransport cost,

maintenanceefficiency,rapidprovisionofmodesduringdelay,rapidresponseon

overalldamages,efficientturnoverinintermodallogisticnetworkandtheleadtime.

 27.5%ofrespondentsagreedthatEffectivenessandefficiencyofintermodalhubs

contribute to the overallcompetitiveness and attractiveness of intermodal

transport,while40%ofrespondentsremainedneutral.

 30% ofrespondentsDisagreedthatintermodalservicesandqualityofexisting

intermodaltransshipment nodes keep up with capacity nodes and 50% of

respondentsremainedneutral.

 55%ofrespondentsagreedthatthereismanageabletransportcostandthereis

scheduledmaintenanceefficiency(47.5%)whileforefficienttransportleadtimeof

intermodaltransport(37.5%)of,respondentsremainedneutral.

 On rapid response of overalldamages of intermodaltransport including
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losses/thefts30%ofrespondentsDisagreedwhile25%remainedneutral.Forthe

rapidprovisionofrelevantmodesduringdelay,42.5% remainedneutraland30%

agreed.

 50% ofrespondentsagreedthatinlandcontainerensuresufficientturnoverin

intermodallogisticnetwork,while40%remainedneutral.

4.5.3 Informationtechnology

Figure4.14:Percentageofresponseforinformationtechnology

 Therespondentsagreedthatthereispropersharingofinformationbetweenlogistic

serviceprovidersasshippinglines,shippingagents,Forwarders,portoperatorsand

custom Authorities(45%)butremained neutralonelectronically reporting of

companiesonusualdamageofgoods(35%)

 Issuesrelatedtodevelopmentofelectroniccommerceatany level(40%)and

implementationofITtomeetbusinessrequirement(35%),widelyuseofonline

scheduleinformationandcontainertrackingandtracingfacilities(40%)respondents
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remainedneutral.

4.5.4 Warehouseatdryport

Table4.21:Percentageofresponseforwarehousingbylogisticserviceproviders

  SD D N A SA Total

Enoughspaceforstoringandreceivinggoodseveninpeakperiods 10.0 40.0 30.0 15.0 5.0 100.0

Warehouselayoutissuitableforallmerchandisedgoodshandling
andPicking 5.0 30.0 40.0 22.5 2.5 100.0

Alltheavailablewarehousesarewellequippedwithallthe
necessaryequipmentandfacilities 5.0 35.0 40.0 20.0 0.0 100.0

ReplenishmentofInventorydonewhenneeded 5.0 25.0 50.0 20.0 0.0 100.0

Securecompoundisprovidedatallwarehouses 5.0 10.0 40.0 35.0 10.0 100.0

AssemblingconsignmentsandDispatchingconsignmentsdoneas
pertheschedule 5.0 20.0 40.0 35.0 0.0 100.0

Importandexportshipmentarriveatschedule 5.0 25.0 10.0 55.0 5.0 100.0

Shipmentsareclearedanddeliveredasschedule 5.0 10.0 42.5 37.5 5.0 100.0

Qualitycontrolandverificationareprovidedatwarehouses 10.0 20.0 45.0 30.0 0.0 100.0

Detectionanddealingwithstocklossesaredoneproperly 10.0 25.0 45.0 25.0 0.0 100.0

Managingofrejected/unwantedmaterialanddisposalisdoneearly 5.0 10.0 50.0 15.0 0.0 100.0

Shipmentsnotmeetingcompanyqualitycriteriaaresupervised 5.0 15.0 35.0 40.0 0.0 100.0

SD-stronglydisagreeD-disagreeN-neutralA-agreeSA-stronglyagree

 RespondentsagreedthatImportandexportshipmentsarriveaspertheschedule

andshipmentsnotmeetingcompanyqualitycriteriaaresupervisedearly.

 Onoverallmanagementpracticesofthewarehouseandservices(asreplenishment

ofinventory,makingassemblinganddispatchingconsignmentsaspertheschedule,

clearinganddeliveryshipmentsasschedule,onqualitycontrolandverification
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providedatthe warehouse including detectionanddealing withstocklosses),

respondentsremainedneutral.

 Also,onspaceandlayoutofthewarehouseformerchandising,handlingandpicking

andwithsecurecompoundsofthewarehouse,therespondentsremainedneutral.

 Asseenfromthisonsomeoftheissuesremainedneutral,comparingtheresultwith

thetradersofEthiopiaitshowscomparativelythesameresultimplyingthatthe

warehouseatthedryportneedspecialimprovement.

4.5.5 Freightforwarding

ThissectionpresentstheserviceperformanceofEthiopianfreightforwardersbasedon

eightpointsofevaluation;arrangethedistributionorforwardingofthecargoasperthe

instructionoftheclients,storeofcargobelongingtoclientsatthewarehouse,deliver

withinpromisedwindow,negotiatefreightrateswithshippinglinetocovertheinterestof

theclients,bookthecargowiththeshippinglinesaspertherequirementoftheclient,

preparebillsofladingandassociatedshipping/negotiatingdocumentation,approvinghouse

billofladingasapplicable,anddocustomclearanceontime.

Table4.22:PercentageofresponseforFreightforwarding

  SD D N A SA Total
ProperStoringofcargobelongingfortheclientsatthe
warehouse 5.0 10.0 30.0 45.0 10.0 100.0
Arrangethedistributionorforwardingofthecargoasperthe
instructionsoftheclients 5.0 0.0 30.0 55.0 10.0 100.0

Deliverwithinpromisedwindow 10.0 15.0 35.0 40.0 0.0 100.0
Negotiatefreightrateswithshippinglinetocovertheinterest
oftheclients 10.0 15.0 35.0 40.0 0.0 100.0
Bookthecargowiththeshippinglinesaspertherequirement
oftheclient 5.0 5.0 20.0 70.0 0.0 100.0
Preparebillsofladingandassociatedshipping/negotiating
documentation 0.0 10.0 5.0 80.0 5.0 100.0

Issuestheapprovedhousebillofladingasapplicable 5.0 5.0 10.0 62.5 17.5 100.0

Docustomclearanceontime 5.0 15.0 25.0 55.0 0.0 100.0

SD-stronglydisagreeD-disagreeN-neutralA-agreeSA-stronglyagree
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 Onalloftheissuesstatedabove,highestpercentagerespondentsagreedand

specifythatservicesgivenbyFreightforwardersaresatisfactory.

4.5.6 Internationalshippingandtrucking

Onissuesrelatedtointernationalshippingandtrucking,respondentsagreedthat

 Thereareexperiencedprofessionalsininternationalforwarding

 Thereisalternativemodeprovisionininternationalshippingandtrucking

 Thereisaffordableshippingcostandnounexpectedadditionaldutyfees

 Thereisenoughshippingcompanygivingserviceatanytime

 Delaysatcustomsdue to incorrectdocumentationandvesseldelaysdue to

weatherconditionismanagedandphysicaldamagetothecontainerdetermined

early

Respondentsremainedneutralontheissuesthat

 Productsbookedintoinformationsystemwithoutwaitingforlongperiodof

time

 Governmentregulationenhancetheshipping/truckingprocess

 Thereareenoughhoursofservicewheneverclientswant

 Thereisefficientnumberandlocationofcheckpointsalongthesupplychain

 Theuseofidentifierincontainersorpalletsarewidelyspread

 There is efficient configuration traceability system and information

communicationbetweenparticipatingentities

Respondentsdisagreedthattherearesufficientdriversavailableininternationaltrucking.
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Table4.23:Percentageofresponseforinternationalshippingandtruckingfrom logistic
serviceprovider’sview

  SD D N A SA Total
Goodexperiencedprofessionalsininternational
freightforwarding 0.0 25.0 15.0 42.5 17.5 100.0
Provideremarkableprovisionofalternativemodes 0.0 10.0 30.0 45.0 15.0 100.0
Containerbeingreturnedtolinerbycut–offdate 15.0 20.0 30.0 25.0 10.0 100.0
Shippingcostsisaffordableandthereareno
unexpectedadditionaldutyfees 5.0 15.0 35.0 45.0 0.0 100.0
Sufficientshippingcompanyavailable 15.0 20.0 20.0 45.0 0.0 100.0
Shippingcompaniesgivesserviceanytime 5.0 10.0 25.0 60.0 0.0 100.0

Delaysatcustomsduetoincorrectdocumentation
andVesseldelaysduetoweatherconditionwell
managed 0.0 10.0 25.0 65.0 0.0 100.0
loadingofthecargointhevessel,physicaldamageto
thecontainerorthecontentsaredetermined 0.0 10.0 30.0 45.0 15.0 100.0
TherightProductsarriveattherightplaceonthe
Expecteddeliverydate 5.0 20.0 25.0 22.5 27.5 100.0
Whentherearedamagedproductsandtoomany
returnofproducts,willbemanagedearly 0.0 30.0 55.0 15.0 0.0 100.0
SufficientDriveravailable 5.0 45.0 15.0 25.0 10.0 100.0
GovernmentRegulationenhancetheshipping/
truckingprocess 15.0 10.0 47.5 25.0 2.5 100.0
EnoughHours-of-Servicewheneverclientswant 5.0 10.0 52.5 27.5 5.0 100.0
EnvironmentalIssuesproblemssolvedearly,if
occurred 0.0 20.0 45.0 35.0 0.0 100.0
Productarriveatwarehouseorothersupplychain
sitebookedintoinformationsystemwithoutwaiting
forlongperiodoftimeinthereceivingarea 0.0 25.0 40.0 35.0 0.0 100.0
Sufficientidentificationtechnologyasbarcode,
contactmemorybuttonandRFID 10.0 35.0 30.0 25.0 0.0 100.0
Efficientnumberandlocationofcheckpointsalong
thesupplychain 10.0 10.0 45.0 25.0 10.0 100.0
Aggregatedshippinguseofidentifierincontainersor
pallets 12.5 17.5 42.5 27.5 0.0 100.0
Efficientconfigurationtraceabilitysystemand
informationcommunicationbetweenparticipating
entities 10.0 10.0 40.0 25.0 15.0 100.0
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SD-stronglydisagreeD-disagreeN-neutralA-agreeSA-stronglyagree

Whencomparativeanalysisisdonefrom theresultofthetwodifferentsectors(traders

andlogisticserviceproviders)therearesomeissuesthatareagreedincommonaswellas

differentresultthatappearinbothsectors.

Theresultsarethesameonissues

 Alternativemodeprovision

 Managementofdelaysduetoincorrectdocumentationatcustomandvesseldelay

duetoweathercondition

 Earlydeterminationofphysicaldamagetothecontainer

 Enhancementofgovernmentregulation

 Truckershortage

Theresultsarenotthesameonissues

 Appearanceofexperiencedprofessionalsininternationalfreightforwarding

 Affordableshippingcostandunexpectedadditionaldutyfees

 Enoughshippingcompanies

4.5.7 Customs

ThissectionevaluatestheserviceperformanceofCustomagents(customAuthorities)

 50%agreedthatcustomstakecarecustom clearanceaspectofthebusinessand

arrangetopasstherelevantdocumentsatcustoms

 52%agreedthatcustomsinspectionisarrangedasrequired

 60%agreedthatcustomscheckandprocessdutyandvatpaymentsasapplicable

and45%agreethatinformationiscompleteandavailableontimeduetochangesin
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regulation.

 45%agreedthatthereisapplicationtorefundswhereapplicable.

 Andonissuingownbillofladingwhenthereisnoregistration(37.5%),processing

custom declarationelectronically(65%),servingimportsandexportsaccordingto

schedule(40%),longtimesubmissionofdocumentationincustomclearanceamong

others(50%),respondentsremainedneutral.

Table4.24:Percentageofresponseforcustombylogisticsserviceproviders

  SD D N A SA Total

Takecarecustomsclearanceaspectofthebusiness 12.5 0.0 25.0 50.0 12.5 100.0
Arrangetopasstherelevantdocumentsatcustoms 15.0 0.0 35.0 50.0 0.0 100.0
Arrangethecustomsinspectionasrequired 0.0 12.5 22.5 52.5 12.5 100.0
Checkandprocessdutyandtaxpaymentsas
applicable 0.0 17.5 22.5 60.0 0.0 100.0
Applyforrefundswhereapplicable 0.0 10.0 30.0 45.0 15.0 100.0
Issuingownbillsofladingifnotregistered 12.5 17.5 37.5 32.5 0.0 100.0
Customsdeclarationareprocessedelectronicallyand
thisprocessisclear 0.0 12.5 65.0 22.5 0.0 100.0
Informationiscompleteandavailableontimedueto
changesinregulation 0.0 20.0 30.0 40.0 10.0 100.0
Ifimportsandexportsoccurservedaccordingto
schedule 0.0 15.0 40.0 35.0 10.0 100.0
Timebetweensubmissionofthedocumentationin
customclearanceislong,amongothers 10.0 15.0 50.0 22.5 2.5 100.0

SD-stronglydisagreeD-disagreeN-neutralA-agreeSA-stronglyagree

Butasseenfromevaluationofcustomsbythetradersfromprevioussectiontheymention

thatthere are problemsthatare relatedto customsasdemurrages,detention,and

difficultiesinclearanceofgoodsthroughcustoms.Theresultshowsadifferencein

measuringtheservicebetweenthetwosectors.Onspecialcase,somestudymustbe

conductedtoinvestigatetherelevantproblemswithprovidingappropriatesolutions.
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4.5.8 IntermsofLogisticprofessionals

Thissectionassesaboutlogisticprofessionalbasedon4points

 45%ofrespondentsagreedthatthereislimitedlogistictrainingduetobudget,few

sourceofexpertise,low qualityineducationalexperienceandlackofvocational

schoolpreparation,while30%remainedneutral.

 47.5%ofrespondentsagreedthatthereislimitedlaborsupplyinremoteareaswhere

logistichubsarelocated,while27.5%remainedneutral

 40%agreedthattherearenonew ITdevelopmentsinlogisticsthatcontrolthe

competenciesofexistingworkforce,while25%remainedneutral

 30%bothagreedandremainedneutralthathiringandretainingissueisdifficultdue

tolowsalarylevelsrelativetoothersectors,while15%disagreed.

 Whentheresultsarecomparedtotheprevioussection,itholdstheidenticalresults.

Figure4.15:Percentageofresponseforlogisticprofessionals’inlogisticsserviceproviders
view
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4.5.9 Intermsoflogisticassets

Respondentswereaskedonwhichsector theysupportornottomaximizethereturnon

logisticassetsandtoincreaseinvestmentinlogisticsystemofthecountry

Figure4.16:Percentageofresponseforchoosingonreturnonlogisticasset

 50%remainedneutralrelatedtoshippingdirecttocustomstoavoidwarehousing

 57.5%remainedneutralinselectingjustintimeapproachratherthanstockingto

inventory

 50%remainedneutralonchoosingpublicwarehousesoverprivatelyownedones

 45%remainedneutralontheabilitytoadaptchangesinroute,ordepartureand

arrivalrateofshipments.

 Respondentsagreedonprovidingdifferentandbetterservicethancompetitions

（35%),minimizingavailablecostassociatedwithmovementandstorage(32.5%)
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4.5.10 Intermsoftradefacilitation

Respondentswereasked,ofthelistedissuesonwhichoftheysupporttofacilitatetrade

inrelationtologisticservices.Theissuesarerelatedtomaximizingreturnonlogisticsand

minimizinginvestmentinlogisticsystemofthecountry.

Figure4.17:Percentageofresponsefortradefacilitation

 Respondents agreed that introducing regionalcustom transit system (45%),

interconnectingcustominformationtransitsystem(40%),introducingcargotrucking

system (45%0, improving interagency coordination (50%), detailed corridor

monitoring(40%)andbuildingtransitborderinfrastructure(40%)willfacilitatetrade.

4.5.11 Improvementneededfromlogisticsystem

Respondentswereaskedfromthelogisticsystemsprovidedinthecountrytoselectbest

neededtobeimprovedtofacilitatetrade.
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Figure4.18:Percentageofresponseforlogisticsystemimprovement

 60%chooseinformationandcommunicationtechnologyneedtobeimproved

 46.7%chooserailtransportservicetobeimproved

 40%chooseroadfreightserviceandmaritimetransportservicetobeimproved

 20%agreedonimprovementofairtransportservice

4.6 ComparativeLogisticevaluationanalysisbytradersandlogisticserviceproviders

Goodlogisticperformanceisacquiredthroughwiseresourceutilizationtodrivebestresult

whichwillleadtoefficientlogisticsystem.Tradeinvolvesparticipationalongtheglobal

usingvariouslogisticsystem.MosttradesinAfricaareinternationalnotsubregional

becauseofsimilarproductionbetweenneighboringcountries,inadequateinfrastructures

andotherrelatedbarriersintradeaslogisticsencompassesportsandshippingissuesin

addition to land transport(Gebresenbet,2015).Externalfactors as lack ofadequate

infrastructure,lengthyproceduresatports,bureaucracy,limitationontrainnetworkand

roadinfrastructureatbothnationalandregionallevelastheyareimportantininternational

trade,andinternalfactorsaslogisticprofessionals,lackofstorage,lessuseofICTsystem
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arementionedasfactorsthataffectoverallperformanceoflogisticsystem.Ethiopian

traders(bothimportersandexporters)ofwhichmoreofthemhavetraderelationshipwith

china(66.7%)andsomeChineseimporterswereaskedthetypeofproblemtheyfacewhile

doingbusinessthatisrelatedtologisticsysteminthecountry.

Figure4.19:ExternalandInternalfactorsaffectinglogisticsystemofEthiopia

Source:authorselaboratedfromrespondent’sview

Policyissueshaveaggravatedthewholeeconomicsituationastheproduction,wholesale

distributionandretailtradeactivitiesareunderthegripofthebureaucraticcontrolofthe

government.Andalsoparticipationofprivatesectorintheeconomicactivitieswashighly

discouraged.On the otherhand there is lack of foreign currency.Facilities like

transportationsystem andservicesbyinstitutionlikebankscustomsoffice,maritime,

standardauthorityandshippinglinescouldnegativelyorpositivelyimpactforeigntrade

activity.Foralldelaysand red tapesin one ofthese institutionsislagging trade
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competitivenessofEthiopiaininternationalmarket.

Infrastructurewhichiscommonvariablesinallindexes,haveadverseeffectrelatedtoits

quality,improvementandquantity.Inallindexesitispresentedthatthereislowlevelof

infrastructureacrossthecountry.Transportiscrucialfortradefacilitation.Respondents

(traders)useairtransport(26.7%),seatransport/20%)andmultimodaltransport(53.3%)in

theirbusinessactivity.Theychoosetheirmodeoftransportbyconsideringpossibilityof

damage(33.3%),transittime(33.3%),requireddeliverydate(46.7),comparativemodeunit

cost(60%)andreliabilityofthemode(53%).Duringimportationandexportation,traders

experienceincreasesinunitcost(46.7%),lessspeedofdeliveryandlessflexibility(73.3%),

governmentissuesconcerningrestrictioninshipmentsizewhentheyusemaritimeandair

transportasmajorfreighttransport.Inadditiontothislessserviceandqualityofexisting

intermodaltransshipmentnodesthatcannotkeepupwithcapacitynodes,inefficiencyof

intermodalhubstocontributeoverallcompetitivenessofintermodaltransport,lessrapid

responseonoveralldamagesandlessprovisionofmodesduringdelayputEthiopiaina

greatriskandlagthecountrytofacilitatetradeasinlowincomecountriesrespondingto

increasingdemandforphysicalinfrastructureisabigchallenge.

Customvariablehashighestimpactontheflowoftradeintermsofspeed,simplicityand

predictability.Amongtheresults,unexpectedcustom duties(66.6%),delay incustom

clearance(53.3%),latereceiptofshippingdocuments(50%),corruptionenvironment(36.6%),

anddishonestyofclearingagent(33.3%)aresomeoftheproblemsfacedbythetraders.

Theseproblemsrelatedtocustomscausephysicaldamagetocontainer(13.3%),missing

documents(26.7%),detention(33.3%)anddemurrage(46.7%),whichhavegreaterimpacton

traders.

Internationalshipmenttoandfrom thespecifiedcountrycanbeaffectedbyefficient

organizationofshipmentsintermsofdeliveriesandcompetitivecostwhichhavedirect

relationwithtrade.Lessshippingcompany(33.3%),highshippingcost,portcongestion,

truckershortage(40%)andlessexperienceinfreightforwardingaresomeofproblems
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facedbyEthiopiantraders.Inadditiontothisgovernmentregulationonshipmentsize,less

speed of deliveries and less hours of service are majorfactors lagging trader’s

competitivenessinacountry.Intheirbusinessactivitiesportandterminalcongestion

(33.3%)causesshipping delay andlengthy examinationofgoods(46.7%)andcustom

clearanceissue(46.7%)causedelayofcargoattheport.Butrelatedtohoursofservice,

shipping company,experienced professionalsin internationalforwarding,numberand

locationofcheckpointsalongthesupplychainandrelativeshippingcosttradersresultasa

problem and logistic service providerresultasaperformance hasindirect/inverse

relationship.

Qualityofinformationtechnologyinlogisticprocess,transparencyofcustomprocedures

andcontinuesinnovationincommunicationismainfactorincargotransportationsystem.In

Ethiopiashortageandinefficientoflogisticinformationtechnologyiswidespreadspecially

relatedtolocationtrackingandlifecycleinformationtracingrelatedproblems.Traders

mentionedthatthereisproblemasidentificationdelay(43%),identificationaccuracy(38.7%)

andlessobjectidentificationaccuracy(33.3%).Thisincludeshortageofidentification

technologiesasbarcodes&RFID,whenproductarriveatwarehouse/othersupplychain

sitewaitforlongperiodoftimeinreceivingareawithoutbeingbookedintoinformation

systemcausinginformationautodateduntilproductsareprocessed,lessuseofidentifiers

incontainersorpallets,informationaccessibility,noenoughstandardizedinformation

sharinginlogisticactivitiesandamonglogisticserviceprovidersandimplementationofIT

doesnotmeetbusinessrequirementsatanylevels.

Ifthereislackoftimelinessandreliabilityinthetradingsystem,tradewillberestricted

throughincreasingcostandloweringcompetitivenesssincethefrequencywithwhich

shipmentsreachconsigneesislimited.ThisisalsoafactorinEthiopia.Shippingdelaycan

occurduetoport/terminalcongestion,vesseldelaysduetoweathercondition,less

customerinspection,delaysduetoincorrectdocumentation.Andalso,lengthyexamination

ofgoods,delayedfreightrelease,custom clearanceissuesandoverweight/damaged



EvaluatingInternationalLogisticSystemofEthiopiaUsingLogisticsandotherPerformance
Indexes:thecaseofEthio-ChinaTradeRelationship

MScThesis 80

containercausedelayofcargoattheport.Inrelationtowarehouserespondentsevaluate

theserviceandperformanceastheyagreedonwarehouseaccessibilityforpickinggoods,

dealingwithunwantedmaterialsandtheydisagreedonmoreissuesofthelistedfactors

thatcanbeconsideredasaproblem.Amongthem,lessspaceutilizationandhandling,less

warehouselayout,lessaccessforparkingvehicles,lessnumberofdocks,noenougharea

forslottingofgoods,lessqualitycontrolandverification,lessperformanceinassembling

and dispatching ofconsignments,less handling equipmentand unsuitable inventory

replenishmentaretheproblemsthatoccurredfrequently.

LogisticservicesareperformedbothbypublicandprivatesinEthiopia.Attheendtraders

evaluatelogisticprofessionalsfromwhichtheygetservice.Astheresponseoftraders,the

qualityandcompetenceoflogisticserviceaffectedbyfewlogistictrainedexpertise,low

prestige ofoperationalworkers (20%),limited laborsupply in remote areas,no IT

developmenttocontroltheworkforceanddifficultiesinhiringandtraining(26.7%).Onthe

contrary,Freightforwardsin Ethiopia perform good service by booking cargo and

negotiatefreightratewithshippinglinesaspertherequirementsoftheclient,arranging

thedistributionorforwardingofcargo,preparingbillofladingandassociatedshipping

/negotiatingdocumentation.MostoffreightforwardersusedbyEthiopiantraderswith

chinaarelocatedinEthiopiaand/orchina.

Commonfindingwiththisresearchalsostatedinotherstudies.(Shewangizaw,2016)inhis

reportconcludedthat,uncertaintyinforeignexchangeavailabilityandaccess,inadequate

andunregulatedbankservicewithlessuseofICT,nointegratedportsystemtoaccomplish

singlewindowbasis,officiallyunknownexportconsolidation,lackofICTtoplanandtimely

arrangeexportshipment,lessconsultationduetolimitedcarriersinEthiopiaandlonger

checkingprocessbetweenEthiopiaandDjiboutipriortoreleaseareallfactorsthatcan

impedetradeofcountry.Healsosuggestsoninadequateandlow-leveldevelopmentand

unavailabilityofsomeoflogisticinfrastructuresincludinginadequateroad,railandother

modeoftransportfacilities,oldandinadequatetypeandcapacityoftrucks,inefficientICT
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utilization,andunavailabilityoffacilitiesthathampersdevelopmentoftradeinthecountry.

Anotherisexcessivewaitingtimeattheborderforclearingcustomsleadingtohigh

transshipmentcost,whichisalsomainproblemsinSub-SaharanAfricaandsoutheastern

Europeancountriesalongtransportcorridors.IneastAfricacostofdelaysatborders,

weighbridgesandportwhichcanbedemonstratedbytruckingcompaniesaffectthe

performance(Gebresenbet,2015).Lowerproductivityoftruckingindustry,infrastructure

constraints,lowlevelofcompetitionbetweenserviceprovidersandweakinfrastructure

leadtoAfrica’spoortradeperformanceandcreationofonestopborderpostisprovidedas

asolution.(Gebresenbet,2015)

InFigure4.20,factorsarelistedaccordingtotheirpercentageofholdinghighervalue

followedbylowervaluewhicharedramaticchallengesfortraders.Thelogisticactivities

thatare done in trade and in each elementsoflogistic system can affecttrade

respectivelyandalsocanleadtolowcompetitivenessofacountry.

Figure4.20:problemsfacedbytraderorderdbytheirvalue

From open-endedquestionsthatproviderespondentstheopportunitytorespondin

theirownwordsratherthantochoosefrom fixedresponsesorpre-fixedalternatives;

thefollowingresultwasmade:

Tradersstatedthatcustom clearancerelatedproblemsarehardlyaffectingtheir
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businessactivity.Duetocustom clearanceproblemswhichiscausedbyincorrect

documentsandnottimelyclearingofgoods,theyfacehigherpriceforgoodsand

losing outcompetitioninthe market.Ifthe consigneescannotpickup their

containerattherighttimeitwillmakeport/terminalcongestionandalso,theyface

warehousecharges.Inadditiontothis,damagesoccurwhenexaminationtakes

longerforproductswhicharefragileinnature.Wheneverincorrectdocuments

appeared,correctingtimefordocumentstakeslongertimecausinghighcostand

lateissuesofB/Lextension.

Sometimes when government took truckers fortheirown purpose and for

maintenance,seasonaltruckshortageaffectstimelydeliveringofgoodsontime.

Transportersasktobepaidforthedurationtheywaited,whenunloadingtakesmore

timethanrequired.So,theyareforcedtostorethegoodsinthewarehouse,butthe

warehousesarecongestedandnon-suitabletohandlegoodsinabettersafety

especiallyforgoodswhicharesensitivetotemperatureandparkingareasaround

andinsidethewarehousearedirty.Apartfrom this,containersaremissedatthe

warehousewhichisbigproblemforthetraders.

WebsiteofEthiopianshippingcompanydoesn’tworkregularly,thismakehardto

tracktheshipment.Andidentificationdelayoccursmostlyatairport,goodscouldn’t

havefoundandbythetimeallisorder,theyfacehighstoragechallenges.High

shippingcost,insufficientshippingtimecausingtomisscatchingofthestreameron

time,lessspeedofdelivery,lessshippingcompanycausingtimevalueofmoneyand

longdelayatportwaitingtoloadEthiopianvessel,insufficientworkforceandlow

prestigeofoperationallogisticsworkers,unsatisfactoryservicegivenbylogistic

professional,thisallmakelowrateofsalesandhighcostofgoodswhichaffectthe

tradersandalsothecountry.

TheinterviewmadetofreightforwardersinChinaindicatesthatESLisnoteffective

anddoesnotprovideefficientservicespeciallywhilebooking.Thisfreightforwarder
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providewarehouse,consolidation(iftrader’sproductareinseparateports),truck

andcustom clearanceservicefrom any portofChina.They usually useother

shippinglineasOOCLtogivegoodserviceandcompetitivepricetocustomers.But

tradersmostlynotprefertheservicegivenbyothershippinglinebecausethey

disadvantagedthattheproductispromisedtoreachDjiboutionly. AsESLcan

provideservicetillModjodryport.

Itisclearthateverylogisticsactivitiesaredonebylogisticserviceproviders,andthese

logisticserviceprovidersshouldbeevaluatediftheservicethey areprovidingisin

manageablewayornot.theactivitiesdoneinlogisticsystem isperformedbylogistic

serviceprovidersthatcanleadtogoodlogisticperformanceaswellascanenhancetrade

competitivenessofthecountrybyservingthetradersandothersectorsinefficientway.

InthisperspectivelogisticserviceprovidersofEthiopiaincludingEthiopianlogisticservice

enterpriseandEthiopianrevenueandcustomAuthorityareevaluatedbydifferentstatus.

Theemployeesagreeonserviceperformanceofportandterminalincludingaccessibilityof

thefacilitieswithmanagedoperationsandefficientservicethatcanprovidethelaw of

firstcomefirstservesbyjustifyingdiscriminationifhappenedandallowingreasonable

chargesforport,terminalandwarehouseservices.Cargosarelocatedsafelyinidentifiable

wayandstuffing&unsnuffing;loading&unloadingserviceareprovidedinalldryportswith

completecustomcontrolandclearanceformalities.Apartfromtheseemployeesdisagreed

onsufficientequipmentandfacilitiesindryportandterminalsandalsoenoughspacethat

canaccommodateallincomingandoutgoingcargoeseveninpeakperiods.Easilyprovision

ofservice with acceptable waiting time is also one factor.Employees claim that

transportationoffreightinanintermodalcontainerhavemanageabletransportcostand

inland containerensure sufficientturnoverin intermodallogistic network.Butrapid

responseonoveralldamageremainsasthemainconstraint.Morepercentageholdsfor

approvingthatthereispropersharingofinformationbetweenlogisticserviceprovidersbut

on issues related to online scheduling information,spread oftracking and tracing,
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electronicallyreportingofdamagedgoodsemployeesremainneutral.Onissuesrelatedto

freightforwardingandinternationalshippingrespondentsfrom thetwosectors(Traders

andlogisticserviceproviders)copeupondifferentresultsspecificallyonappearanceof

experiencedprofessionalsininternationalfreightforwarding,affordableshippingcostand

unexpectedadditionaldutyfees,enoughshippingcompany.Atthesametimecustom

relatedproblemslistedbytradersarenotafactorwhencometologisticserviceproviders

astheirrespectiveresponse.Thisshowsadifferenceontheresultscausingthetradersnot

effectivelyservicedbylogisticserviceproviderswhichcanbetheresultoflimitedlabor

supply,limited logistic training,and no IT developmentinlogisticsthatcontrolthe

competenciesofexistingworkforce.Andalso,respondentsfromlogisticserviceproviders

doesnotprovideaccurateresultbecausetheywanttocovertheirownproblems.

Afunctionallogisticsystemisessentialinenablingtrade.Thiscanbeattainedbyimproving

qualityandquantityoflogisticsinfrastructures.Thisincludeimprovementsindifferentof

modeoftransportandalsoinformationtechnology.

Figure4.21:Improvementsneededtofacilitatetradealonglogisticsinfrastructure

Finally,itcanbeconcludedthattomaximizereturnonlogisticassetsandminimize

investmentinlogisticsystemofthecountry,adaptingchangesinrouteasdepartureand

arrivalrateofshipments,minimizingcostassociatedwithmovementandstorage,providing
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differentservicethancompetitionisnecessary.

Figure4.22:Considerationgiventomaximizereturnonlogisticsassets

Andtofacilitatetrade,buildingtransitandborderinfrastructure,providingdetailedcorridor

monitoring,improving interagency coordination,introducing cargo tracking system,

interconnectingcustominformationtransitsystemandintroducingregionalcustomtransit

system isvitalby improvinginformationandcommunication,warehouse,roadfreight

service,maritimeandrailtransportserviceandairtransportinfrastructure.

Also,WorldBankputstradefacilitationindicatorstoputbenchmarkingtoolforacountry

whichcanbeafootprinttoknowcurrentcountriesperformance.ThelistedpillarsinTable

5.30providesEthiopia’scurrent(2016)situationthatwillbeagoodbasetofindoutthe

bottleneckstofacilitatetrade.

Table4.25:TradefacilitationindicatorsbyWorldBank

ETHIOPIA

LPI1-5(WORSTTOBEST) 2.38

BURDENOFCUSTOMPROCEDURE1-7(WORSTTOBEST) 3.2
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LEADTIMETOEXPORT(DAYS) 14

LEADTIMETOIMPORT(DAYS) 13

DOCUMENTARYCOMPLIANCECOSTTOEXPORT(US$) 175

DOCUMENTARYCOMPLIANCECOSTTOIMPORT(US$) 750

LSCI -

QUALITYOFPORTINFRASTRUCTURE1-7(WORSTTOBEST) 3.2

FREIGHTCOSTSTOTHEUNITEDSTATES1KGDHLNON-DOCUMENTAIRPACKAGE

($)

196.77

Source:authorselaboratedfromWorldBankdata(2016)

5 Conclusion

ThisstudywasaimedtoevaluatelogisticsystemofEthiopiaintradebusinessfocusingon

the trade between Ethiopia and China only.in orderto meetthe objective Logistic
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performance and otherindexeswere used to spotoutthe bottlenecksin Ethiopia

comparingitwithitsneighboringcountries.Inadditiontothistradersandlogisticservice

providerswerealsoevaluatethelogisticsystemofEthiopiaintheirpointofview.

ThestudyidentifiedthespecificareainwhichEthiopiashowsinefficiencyinlogistic

systemusingthedatagainedfromLPI.UsingperformanceindicatorsofWorldBankbased

indexLPI,infrastructureandTimelinesswereidentifiedasmajorbottlenecksforcountries

goodperformance. Inaccordancelogisticqualityandcompetenceisalsoanadverse

effect.InadditiontothisGCIandFMGlobalresilienceindexalsoprovidesupportiveresult

showinglow performanceinsupplychainandcountriestradecompetitiveness.Thetop

performersare in generalthe leading exportersand importersworldwide (Germany,

Luxemburg,Sweden,andNetherlands).From thecomparativeanalysisalongthecountry,

Ethiopiascoreshigherscoresbycustomsandinternationalshippingindexthansub-Saharan

Africaand low-income countriesand by logisticcompetence index thanlow income

countries.Among6indexesofLPI,Ethiopiahavehigherscoresthanallotherborder

countriesexceptSudanandKenyabytracking&tracingandinternationalshipping.Using

logisticcompetenceandcustomindexEthiopiahasgoodperformancethanallotherborder

countriesexceptKenya.ButbytimelinessandinfrastructureindexEthiopiaonlyexceeds

SomaliaandEritrea.

Fromtheevaluationdonebytradersitwasobtainedthatproblemsrelatedtowarehouseat

dryportconcerningloading&unloading,receptionarea,storagearea,pickingareaand

dispatchingareaarefrequentlyoccurring.Tradersfaceincreaseinunitcost,lessspeedof

delivery&flexibilityandgovernmentissuesconcerningrestrictioninshipmentsizewhile

transportingofgoods.Sotheyconsidercomparativemodeunitcost,reliabilityofthemode,

possibilityofdamageandrequireddeliverydatewhenchoosingtheirfreightmodein

businessactivity.Andunexpectedadditionaldutyfees,truckershortage,lessshipping

company,highshippingcost,shippingdelayanddelayofcargoattheportaremost

commonproblemsfacedbytraderswhileperformingtradeinternationally.Inadditionto
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thisqualityofinformationtechnologyinlogisticprocessofEthiopiaisverylowasthereare

inefficienttechnologiesinrelationtolocationtrackingandlifecycleinformationtracing.

Anothermostimportantchallengefacedbytradersaredifficultiesincustom procedures.

Whicharecharacterizedbyunexpectedcustom duties,delayincustom clearanceand

corruptionenvironment.Thus,causingdemurrageanddetentioncostsaswellasdamages

tothecontainers.Also,servicegivenbylogisticserviceprovidersimpedesthetradeas

thereisfewlogistictrainedexpertise,lowprestigeofoperationalworkersandlimitedlabor

supplyinremoteareas.

Usingevaluationmadebylogisticserviceproviderssameresultwereobtainedforissues

relatedtowarehouseatdryportandlogisticprofessionalsindicatingthatenhancementis

needed.Butinrelationtocustom,theresultisquitedifferent,asproblemfacedbytraders

arenotdescribedbylogisticserviceproviders.Thisshowsdishonestyoftherespondents

onshowingthetrueperformanceoftheservice.

Tobenefitfrom internationaltradeanddevelopmentimprovementshouldbemadealong

withinfrastructure(informationandcommunicationtechnology,Railtransportservice,

Roadfreightservice,Maritimetransportservice,warehouseandairtransportservice).In

addition to literatures support,respondents also agreed on improving interagency

coordination,introducing cargo tracking system,introducing regionalcustom transit

system,interconnectingcustominformationsystem,buildingtransitborderinfrastructure,

providingdetailedcorridormonitoringasatooltomaximizereturnonlogisticassetsand

minimizeinvestmentinlogisticsystem.

Ingeneraltheresultfrom thisstudyshowsthesalientfactorsthatinfluencelogistic

performanceofEthiopiaanditsaffectsintradebusinessonlyfocusingthetradebetween

EthiopiaandChina.
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6 Recommendation

Inordertoenhancelogisticperformanceofacountryineveryaspectoflogisticsystem

whichcanprovideefficientlogisticserviceandtoboosttradeandcompetitivenessofa

countrythisanalysisrecommendsthefollowingmeasures.

 EstablishingalogisticsgovernancestructureinEthiopia(suchascoordinatedborder

management,onestopborderpost,andsinglewindowsystem)thatoverseesthe

nationallogisticstransformationeffortsanchoringandspearheadingthelogistics

industrydevelopmentsandprovidestrategicleadershipaswellasdevisingpolicyto

supporttheefforts. 

 ImprovinglogisticserviceofferinginEthiopiawhichcanbesupportedbyproviding

comprehensivelegalframeworkinaccordancewithgovernmentregulationforthe

industryandstrengtheningfreightforwardingandshippingassociationwhichcan

establishstandardpractice.

 Establishingecommerceintrendofbusinessbenefitsforbothcompaniesand

consumers.ecommercedevelopsthemarketareafromregionaltoglobalbyusing

electronic techniques instead oftraditionalpaperworks which can promote

industriesefficiencyandcompetitiveness.italsomightreducenumberofwarehouse

andstockandtripsintransportsystem thatwillleadtolowercostofgoodsand

services.

 Improvingsimplifiedproceduresandcontrols(aheightenedawarenessoftheneed

forcustomsandotherbordermanagementagencies)governingthemovementof
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goodsacrossborderstoreduceassociatedcosttrouble,documentaryrequirements

&maximizeefficiencyandDevelop/strengthenportfacilitiesandserviceutilization

toexpeditetransitprocess.

 Establishinganintegratedtransportsystem byliberizingtransportactivityand

cancellingregulatoryandoperationfunctionofstate.alongthesupplychainwith

differentfreightmodes,corridorfacilitiesaswellasawellperforminglogistics

system(intermsofquantityandquality)

 Creating a strong trade finance system in Ethiopia by providing predictable

processing forimports and exports (the resultofincreased private sector

investmentinadvancedlogisticsandjustintime manufacturing regimes)and

proceduresso asto improve accessto foreignexchange and addresscredit

constraintsbyincreasingfinancialproductsandservices.

Thereview oflogisticssystem intwocountriesinabroadsensemighthelpto

integratetheadvantagesfromdifferentapplicationcasestoovercomethecurrent

weakness.Thereviewoftransportsystem providesaclearernotionontransport

applicationsinlogisticsactivities.Thedevelopmentoflogisticsintwocountriesis

stillvigorousinthefollowingdecadesandthelogisticsconceptsmightbeappliedin

morefields.
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Annex1:ComparativeRankofEthiopiatoItsTradePartnersusingLPI

Country
LPI
Rank

LPI
Score

Custom
s

Infrastru
cture

Internatio
nal
shipments

Logistics
compet
ence

Tracking&
tracing

Timeli
ness

  Ethiopia 126 2.38 2.6 2.12 2.56 2.37 2.18 2.37

1 Germany 1 4.23 4.12 4.44 3.86 4.28 4.27 4.45

2 Sweden 3 4.2 3.92 4.27 4 4.25 4.38 4.45

3 Netherlands 4 4.19 4.12 4.29 3.94 4.22 4.17 4.41

4 Belgium 6 4.11 3.83 4.05 4.05 4.07 4.22 4.43

5 United 8 4.07 3.98 4.21 3.77 4.05 4.13 4.33
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Kingdom

6
HongKong,
China 9 4.07 3.94 4.1 4.05 4 4.03 4.29

7
United
States 10 3.99 3.75 4.15 3.65 4.01 4.2 4.25

8 Switzerland 11 3.99 3.88 4.19 3.69 3.95 4.04 4.24

9 Japan 12 3.97 3.85 4.1 3.69 3.99 4.03 4.21

10
UnitedArab
Emirates 13 3.94 3.84 4.07 3.89 3.82 3.91 4.13

11 France 16 3.9 3.71 4.01 3.64 3.82 4.02 4.25

12
South
Africa 20 3.78 3.6 3.78 3.62 3.75 3.92 4.02

13 Italy 21 3.76 3.45 3.79 3.65 3.77 3.86 4.03

14 Spain 23 3.73 3.48 3.72 3.63 3.73 3.82 4

15 Korea,Rep. 24 3.72 3.45 3.79 3.58 3.69 3.78 4.03

16 China 27 3.66 3.32 3.75 3.7 3.62 3.68 3.9

17 Israel 28 3.66 3.5 3.49 3.38 3.6 3.72 4.27

18 Malaysia 32 3.43 3.17 3.45 3.48 3.34 3.46 3.65

19 Turkey 34 3.42 3.18 3.49 3.41 3.31 3.39 3.75

20 India 35 3.42 3.17 3.34 3.36 3.39 3.52 3.74

21 Kenya 42 3.33 3.17 3.21 3.24 3.24 3.42 3.7

22 Bahrain 44 3.31 3.14 3.1 3.33 3.38 3.32 3.58

23 Thailand 45 3.26 3.11 3.12 3.37 3.14 3.2 3.56

24
Egypt,Arab
Rep. 49 3.18 2.75 3.07 3.27 3.2 3.15 3.63

25
Saudi
Arabia 52 3.16 2.69 3.24 3.23 3 3.25 3.53

26 Kuwait 53 3.15 2.83 2.92 3.62 2.79 3.16 3.51

27 Indonesia 63 2.98 2.69 2.65 2.9 3 3.19 3.46

28 Jordan 67 2.96 2.55 2.77 3.17 2.89 2.96 3.34

29 Pakistan 68 2.92 2.66 2.7 2.93 2.82 2.91 3.48

30 Ukraine 80 2.74 2.3 2.49 2.59 2.55 2.96 3.51

31 Morocco 86 2.67 2.22 2.46 3.09 2.6 2.3 3.2

32 Sudan 103 2.53 2.23 2.2 2.57 2.36 2.49 3.28

33 Djibouti 134 2.32 2.37 2.3 2.48 1.96 2.09 2.69

34 Somalia 158 1.75 1.29 1.57 1.86 1.85 1.51 2.35

Source:ElaboratedbytheauthorsusingdatafromWorldBank(2016)
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Annex2:SampleQuestionnairetemplateforTraders

Thepurposeofthisquestionnaireistocollectprimarydataistofulfillanacademic

requirementforM.Sc.degreeprogram inRoadandTransportEngineeringatAddisAbaba

University.Toobtainreliableandvalidinformationfortheresearch,youropenandgenuine

responseishighlyappreciated.Kindlysparesomeofyourvaluabletimetogothroughthe

questionnaireandgiveyourviewonthistopic.Theinformationprovidedbyyouwouldbe

keptconfidentialandonlybeusedforthisresearchstudy.

Pleasegiveyourresponseforthequestionshereunderbyputtinga“” markatyour
appropriatechoiceorbyputtingyouranswersinthespaceprovided.Youmayusetheback
sideofthepaperifthespaceprovidedisnotsufficient.

RespondentBackgroundinformation

Gender Male

Female

EducationalBackground Highschool

Diploma(10+3/12+2)

FirstDegreeGraduate

Second Degree

Graduate

AboveSeconddegree

Workexperience 1-5years

6-10Years
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11-15Years

16-20Years

Above20years

DirectionofTradeandTransportyou

aredealingwith

Export

Import

Exportandimport

Number of employees in your

company

1-9

10-49

50-249

250-499

Morethan500

Inordertoputthecountrytobetterperform,physicalandnon-physicalfactorsinthe
logisticserviceofthecountryneedtobeevaluated.Whichofthefollowingproblemsdo
younormallyface(youcantickmorethanone)

A.Customclearancerelated

TICK

B.Delayofholding

cargo at the port

occursdueto

TICK

The charge by steamship ling when

containers held longerthan the agreed

Lengthyexaminationof

goods



EvaluatingInternationalLogisticSystemofEthiopiaUsingLogisticsandotherPerformance
Indexes:thecaseofEthio-ChinaTradeRelationship

MScThesis 101

standardfreetimeatthedestinationport

Improperleashingorloadingofthecargo

in the vessel,physicaldamage to the

containerorthecontents

Overweightordamaged

container

Rentalfee forthe equipmentused in

internationalshipmentsduetodelay

Delayedfreightrelease

Moretimeforunloading,causingthetrucks

tobeheldupforlongdurationduetodelay

ofcustoms

Custom clearance

issues

Missing/Incorrectdocuments Pleasewriteifany

Issueswithgettinggoodsclearedthrough

customs

Prevalenceofstrikersorabsentoflabors

C.While

exporting/importing

toandfroma

countryshipping

delaysoccurdueto

TICK DInternationalshippingrelated TICK

Containernotbeingreturned Lessexperienceininternational
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tolinerbycut–offdate freightforwarding

Delaysatcustomsdueto

incorrectdocumentation

Truckershortage

Customsinspection(atbothportof
loadingandportofdestination)

Portcongestion

Port/terminalcongestion Railcongestion

Vesseldelaysduetoweathercondition Chassisshortage

Pleasewriteifany Inefficientmodeprovision

Unexpectedadditionaldutyfees

HighShippingcosts

Lessshippingcompanies

Insufficientshippingtime

Pleasewriteifany

E.TRANSPORTRELATED TICK F.Whichoneyouwillconsider

when selecting mode of

transportation

Tick

Increaseinunitcost the speed which the mode

exhibits
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UnderCapacity the reliability that the mode

demonstrates in its ability to

fulfillservicerequirements

Restrictioninshipmentsize the flexibility that the mode

exhibits

Lessflexibility The comparative unit costs,

whichthemodesincur

Lessspeedofdeliver(and
timelydelivery)

requireddeliverydate

Inefficientmodeprovision shipmentsize

Governmentissues transittime

Argumentwithtransporters

within and without the

country

numberoftransshipmentpoints

Lesssecurity itemtype

Less transportation

management

possibilityofdamage

Pleasewriteifany

G.Shipping/truckingrelated TICK H.Relatedto

logistic

TICK
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professionals

Outofpackagingmaterial few source ofLogistic trained

expertise, low quality in

educationalexperience

Outofproduct Low prestige of operational

logisticworkers

ProductarrivingattheWrongplace Limited laborsupply inremote

areas where logistic hubs are

oftenlocated

Productsnotarriving onExpected

deliverydate(includinghandlingtime)

No new IT developments in

logistics that control the

competencies of existing

workforce

Toomanyreturns Hiringandretainingissues

difficulties

Manyofproductsarrivedamaged Pleasewriteifany

DriverShortage/Retention J.Which freight mode you

typicallydealwith

GovernmentRegulation Air
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LessHours-of-Service Sea

EnvironmentalIssues Multimodal

No/lessOnboardTruck/Ship

Technology

I.Trackandtracerelatedproblems

Identificationdelays(productarrive

atwarehouseorothersupplychain

siteandwaitforlongperiodoftime

inthereceivingareawithoutbeing

bookedintoinformationsystem)

Identificationaccuracy(scarcityof

identificationtechnologyasbarcode

,contactmemorybuttonandRFID)

Configurationcheckpoints

(inefficientnumberandlocationof

checkpointsalongthesupplychain)

Aggregated shipping less use of

identifierincontainersorpallets)

Less configuration traceability

system and low information

communication between
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participatingentities

Pleasewriteifany

 K.Warehouserelatedproblems YES NO

Thereisenoughspaceforutilizationand
handing

ThereisgoodWarehouselayout

Thewarehousecanhandleallthe
merchandise

ItiseasilyaccessibleforPickingofgoods

ThereisproperInventoryreplenishment

ThereissufficientHandlingequipment

Durationofstorageisenough

Thereisaccessandparkingforvehicles

ThereisenoughNumberofdocks

ThereisSecurecompound

Assemblingconsignmentsaredone
properly

Dispatchingconsignmentsaredone
properly

Receivingandissuingofsuppliesareina
goodaccordance

Thereissuitablequalitycontroland
verification

Detectionanddealingwithlossesaredone

Rejectedmaterialmanagedeasily

Dealwithunwantedmaterialanddisposalof
goods

ThereisenoughAreaforslottingofgoods

Annex3:SampleQuestionnairetemplateforLogisticserviceproviders

Whattypeofserviceproviderisyourcompany?
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A.Logisticserviceprovider(3PL)

B.4PL

C. Freightforwarders(logisticsintermediaries)

D.Roadtransportcompanywarehouse

E. Carriers(shippingline,airline,trucking)

F. OtherLogistics(Pleasespecify)

How youevaluatetheserviceperformanceofthecompanyonthefollowingissuesin

logisticsystemofthecountry’stradepartnership?Pleasegiveyourevaluationbyticking

(X)markunderyourchoice.SD=StronglyDisagree,D=Disagree,N=Neutral/Neitheragree

nordisagree,A=Agree,SA=StronglyAgree

A.PortandTerminal SD D N A SA

Dryportandterminalfacilitiesarewellaccessedthroughoutthe

country 

Alltheavailabledryportsandterminalsarewellequippedwithall

thenecessaryequipmentandfacilities

Theavailabledryportsandterminalshaveenoughspaceand

capacitytoaccommodateallincomingandoutgoingcargoes

eveninpeakperiods

Dryportterminalservicesareprovidedeasilywithacceptable

waitingtime
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Dryportandterminaloperationsarewellmanagedandefficient

intheirservice

The charges being requested fordry port,terminals and

warehousesservicesarereasonable

Dryportandterminalservicesareprovidedwithlaw offirst

comefirstserved,ifdiscriminationisdoneitisjustifiedand

approvedbyhigherofficials

Port/terminalcongestionmanaged

Cargosare locatedinidentifiablewayandtheirsafetyiswell

ensuredinanymovement

Cargostuffingand unstuffing ,loadingandunloadingservice

areprovidedinalldryports

Customcontrolandclearanceformalitiesarecomplete

Customsinspectionisdone(atbothportofloadingandportof

destination)

ServeasgoodpointofdestinationtoEthiopia’sImportand

Exportcargoes

Overallmanagementpracticesofdryportandterminalsectoris

satisfactory

B.Intermodaltransportation SD D N A SA

Intermodalservices and quality ofexisting intermodal

transshipmentnodeskeepupwithcapacitynodes
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Effectivenessandefficiencyofintermodalhubscontribute

to the overallcompetitiveness and attractiveness of

intermodaltransport

Inland container ensure efficient turnover (exchange

betweentransportmodes:rail/roadandinlandnavigation)of

loadingunits(containers,swapbodiesandsemitrailers)in

intermodallogisticnetworkisgood

Manageabletransportcost

Scheduledmaintenanceefficiency

Efficienttransportleadtime

Rapidresponseonoveralldamages(losses/thefts)

Rapidprovisionofrelevantchoiceofmodesduringdelays

(arrivalanddeparture)

C.Informationtechnology SD D N A SA

Electroniccommerceisdevelopedatanylevelforbusiness

opportunities

Implementation ofinformation technology meetbusiness

requirements

Onlinescheduleinformationandcontainertrackingandtracing

facilitiesmorewidespread

Companiesreportelectronicallyfordamagedgoods

There is propersharing of information between logistic

serviceproviders(shippingline,shipagents,forwarders,port

operators,customauthorities)
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D.Warehousingatdryport SD D N A SA

Enoughspaceforstoringandreceivinggoodseveninpeak

periods

Warehouselayoutissuitablefor

MerchandisinghandlingandPicking

Alltheavailablewarehousesarewellequippedwithallthe

necessaryequipmentandfacilities

ReplenishmentofInventorydonewhenneeded

Securecompoundisprovidedatallwarehouses

Assembling consignments and Dispatching consignments

doneaspertheschedule

Importandexportshipmentarriveatschedule

Shipmentsareclearedanddeliveredasschedule

Qualitycontrolandverificationareprovidedatwarehouses

Detectionanddealingwithstocklossesaredone

Managingofrejected/unwantedmaterialanddisposalisdone

early

Shipments not meeting company quality criteria are

supervised
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E.Freightforwarding SD D N A SA

Storecargobelongingtotheclientsatthewarehouse

Arrangethedistributionorforwardingofthecargoasper

theinstructionsoftheclients

Deliverwithinpromisedwindow

Negotiate freightrateswith shipping line to coverthe

interestoftheclients

Book the cargo with the shipping lines as per the

requirementoftheclient

Preparebillsofladingandassociatedshipping/negotiating

documentation

Issuestheapprovedhousebillofladingasapplicable

Docustomclearanceontime

F.Internationalshippingandtruckingrelated SD D N A SA

Good experienced professionals in internationalfreight

forwarding

Provideremarkableprovisionofalternativemodes

Containerbeingreturnedtolinerbycut–offdate

Shipping costs is affordable and there is no unexpected

additionaldutyfees

Sufficientshippingcompanyavailable
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Shippingcompaniesgivesserviceanytime

DelaysatcustomsduetoincorrectdocumentationandVessel

delaysduetoweatherconditionwellmanaged

Properleashingorloadingofthecargointhevessel,physical

damagetothecontainerorthecontentsaredetermined

TherightProductsarriveattherightplaceonthe Expected

deliverydate

Whentherearedamagedproductsandtoomanyreturnof

products,willbemanagedearly

SufficientDriveravailable

GovernmentRegulationenhancetheshipping/truckingprocess

EnoughHours-of-Servicewheneverclientswant

EnvironmentalIssuesproblemssolvedearly,ifoccurred

productarriveatwarehouseorothersupplychainsitebooked

intoinformationsystemwithoutwaitingfor

longperiodoftimeinthereceivingarea

Sufficient identification technology as barcode ,contact

memorybuttonandRFID

efficientnumberandlocationofcheckpointsalongthesupply

chain

Aggregatedshippinguseofidentifierincontainersorpallets

Efficient configuration,traceabilitysystem and information

communicationbetweenparticipatingentities
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G.Relatedtologisticprofessionals SD D N A SA

Logistictraininglimiteddueto budget,few sourceof

expertise,lowqualityineducationalexperienceandLack

ofvocationalschoolpreparation

Limitedlaborsupplyinremoteareaswherelogistichubs

areoftenlocated

Nonew ITdevelopmentsinlogisticsthatcontrolthe

competenciesofexistingworkforce

HiringandretainingissuesisdifficultduetoLow salary

levelsrelativetoothersectors

H.CustomRelated SD D N A SA

Takecarecustomsclearanceaspectofthebusiness

Arrangetopasstherelevantdocumentsatcustoms

Arrangethecustomsinspectionasrequired

CheckandprocessdutyandVatpaymentsasapplicable

Applyforrefundswhereapplicable

Issuingownbillsofladingifnotregistered

Customsdeclarationare processedelectronically and
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thisprocessisclear

Informationiscomplete andavailable ontime due to

changesinregulation

Ifimportsandexportsoccurservedaccordingtoschedule

Timebetweensubmissionofthedocumentationincustom

clearanceisexpensive,amongothers

I.TomaximizetheReturnonlogisticassets,minimizinglevel

ofinvestmentinthelogisticsystem isadvised.Onwhichof

thefollowingsolutionyousupport

SD D N A SA

Shippingdirecttocustomstoavoidwarehousing

Selectingjustintimesupplyapproachratherthanstockingto

inventory

Choosingpublicwarehouseoverprivatelyowned

Providedifferentandbetterservicesthanthecompetition

Minimizingavailablecostassociatedwiththemovementand

storage

Abilitytoadaptchangesintheroute,ordepartureandarrival

rateofshipments

K.Ofthefollowingmeasuresonthetradefacilitation,

onwhichofthefollowingyousupport

SD D N A SA

Introducingregionalcustomstransitsystem
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Interconnectingcustomsinformationtransitsystem

Introducingcargotrackingsystem

Improvinginteragencycoordination

Detailedcorridormonitoring

Introducingnetworksinglewindows

Buildonestopborderposts

Reducingweightcontrolsandcontrolsintransit

Buildtransitandborderinfrastructure

J.From the logistic systems provided select best

neededtobeimprovedtofacilitatetrade

Tick

Transport

Railtransportservice

Airtransportservice

Maritimetransportservice

Roadfreightservice

Warehouse

Inventorymanagement

PackingandUtilization

InformationandCommunication
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