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Abstract 

/t is generally wglled fhat trade encourages resource allocation based on comparative 

advantage, acts as an engine of economic growth and pl'Ovides welfare gains. Though. 

economic competency and l11arket acces.\· have determining roles, these benefits are 

expected to be earned if the nation is engaged in a mulli/aferaltrading arrangement. To 

Ihese re.'pect, developmenls in global trade arrangemel1ls and regional integral ion 

initiatives are dramatically changing Ihe trading envil'Onment oflhe world in general and 

developing counlries' trade policy in parlicular. Recenl trends indicaled Ihat "domino 

effect ,, 0 has become a persistem phenomenon. !-IO\vever. each and evelynation shollid be 

carefiil into which pool it falls. /n Ihis respect Erhiopia is/aced IFilh difJerenl choices of' 

which Ihe pl'O/IIinenl inlegralions are the World Trade Organi:ation (WTO) and Common 

Market.!c)}' East and Southern Aji'ica (COMESA). Even Ihollgh bOlh a/these have Iheir 

pros and cons, it is economical~y viable to establish and mainlain lucralive trade tie with 

at least one. Up until now, without .!illI involvement in any of the I\t'O, the Ethiopian 

economy has witnessed an ever- increasing trade defic;! wilh both arrangements. This 

phenomenon can be mitigated thl'Oughfair Ircu/e agreemell/s and o/course by intemallv 

transf'orming the economy and its,l(lcilitaling agell/s. /n addressing Irade negotiations, it 

is advisable for the counlly to get involved with one ejjicient-integralion than being 

inactive memher in several. Accordinglv, this paper has reviewed problems and 

pro.'pects ofjoilling both economic arrangements and Illude empirical analysis using 

Johansen Es{imation Procedure for estimating elasticitv of trading with the groups. 

Conseqllently, it has reached to a finding that it is beneficial for Ethiopia 10 .first 

integrate its economy with regional integration. i.e. COMESA and then accede with Wl'O 

Ihan integrating the other way round 

v 

. This is fhe [hem:", (4 Baldwin (I 993)jor the impl/lsive melllbership in neighboring /I'ode arrangement. 



PART . 
-' 

1.1 Introduction 

To date, there have bcen various unilateral , bilateral and multilateral trade agreemcnts. Of thesc, 

the latter two in vol ve deeper investigation of the terms and cond itions of the agreements between 

parties. Further, between the two, multilateral agreements necd a much deeper scru ti ny in mak ing 

the deal as it in vol ves reciprocate arrangement between number of coun tri es. The outcome of 

such arrangement 10 harness the benetit from trade is also magnanimous. More recent ly. the 

typ ica l fo rms of such kind of arrangements are the Worl d Trade Organi za tion (WTO). i.c. 

descendant of the General Trade Agreemcnt on Tariff and Trade (GA TTl. and Regional Trade 

Agreements (COMESA - in th is particular case) ' . 

The GATT was I'irst conc luded at the dawn of the World War II , in1947. The agreement was 

made with the intention of free and fa ir trade through the elimination of tariff and non-tariff 

barriers. It operates on the basis of non discrim inatory. mu lti latera l ism. and appl ication of the 

principles of Most Favored Nations (MFN). expansion of trade through the reduction of tariffs 

and unconditional rec iprocity between members. The goa l of the agreement was to establ ish 

uni ve rsal rules to the cond uct of commerce (G ilpin. R. 1997). However. the outcome of thi s act 

has been criticized fo r skewing benefits to the developed nations. 

In response to thi s, there have been several mu ltilateral agreements made between nations. Africa 

alone is a home to some 30 Regional Trade Arran gements (RTAs) of which many coun tries arc 

part of deeper reg io nal integration schemes and on average each belongs to fo ur RTA s (World 

I 'Ill!! nlliona/e/of' choosing lUI-! [ .\'. 1 us u represent alive (//" /"ol1;fef}/c!/I1 is slUlc!d in sec/ions 3.1. J. 



Bank, 2004). As indicated by same reference, in recent years there has been a renewed push to 

broader and deeper preferential trade arrangements in Africa. Some of the previously defunct 

regional arrangements (e.g., the East African Comm unity) have also been revived, wh il e 

continental institutions- namely, the African Economic Community (AEC), the AIi' ican Union. 

and the New Partnership for Africa's Development (NEPAD)-have been launched under the 

support of the Organizat ion of Afri can Uni ty (OAU). In addit ion. African countries are preparing 

to negot iate Free Trade Areas (FTAs) with the European Union (EU) under the Economic 

Partne rship Agreements (EPAs). The Southern African Customs Un ion (SACU) is also 

negotiating an f'TA with the United Stales. Last but not least, South Afri ca, the largest Af'i'ican 

economy, has al ready signed an FTA with the EU. 

Indeed, no country in recent decades has ach ieved economic success, in terms of substantial 

increases in li ving standards for its peop le. without being open to the rest of the world. Opening 

up economies to the globe has been essentia l in enabling many developing countries to have 

competiti ve advantages in the producti on of certain outpu ts. Considerable evidences also prove 

that more outward-oriented coun tri es tend cons isten tl y to gro w faster than ones that are inward-

looking (IMF, May 1997). 

Aspiring for development. Ethiopia has made various mult ilateral agreements and is a member of 

more than one Regio nal Trade Agreements (RTAs). The country is also a found ing member for 

some (ECA, 2004). Latel y, the country has also made a paradi gm shift in policy design l'i'OITI 

inward looking to outward oriented trade po li cies. implemented the Structural Adjustment 

Program. lowered the tariff rate, minimized the non tariff barriers, promoted export, and is trying 

to attract Investments (OTIS, 2004). 
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In order to reap larger benefit, the country has also been doing its homework for greater 

integration into the world trading system. By mak ing the country more open th rough the removal 

of present barriers to trade-behind the border, at the border and beyond in importing countries, 

Ethiop ia is avai ling itself for additional opportunities to promote growth and reduce poverty. A 

major step forward is the gett ing of prefe rential market access through the Everyt hi ng But Arms 

(EBA) agreement with the European Union (EU) and the American Growth and Opportun ity Act 

(AGOA) agreement with U.S.A. Moreover. look ing forward the fut ure global tracle prospect, the 

country has taken an observer seat in the WTO and recently making an assessment for its 

acceSSion. 

However. getting in full involvement in both kinds of integrations (i.e. both regional integration 

and WTO accession) have its own prospects and problems. In thi s regards, the dilemma into 

which econom ic commu nities to integrate with the constrai ned national resources ancl time is a 

question yet to be resolved. It is in turn. in this respect that the nation has to make a systematic 

entry into committing with the integrations so as to opt imize the expected benefi t. 

1.2 Statement of the problem 

Ethiop ia is mem ber of Ali'ican Regio nal Economie Integrations (RE ls) ancl an observer 

compromising for WTO access ion. However. as there are ample benefits from these. there are 

also strong shortcomings in spi te of various agreements and actions taken to integrate its trade to 

the rest of the wo rld. For instance; 
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• Accordi ng to IMF (November. 200 1), average tariff protect ion of developed natioll s on 

agricultural produce is about nine times higher than in manufactu ring. This will force the 

count ry's pri mary exports face suppressed price and lose the expected comparative 

advantage /i'o m agricul ture. 

• Not onl y th is, but exports are fu rther subject to non-tariff barriers (NTB) like san itary and 

phytosanitary requirements that are costl y to meet when techn ica ll y possi ble. This 

represents a seri ous prob lem for Ethio pian exports, si nce it is directed towards agriculture 

and li vestock related products. which are the nation' s primary export (OTIS, 2004). 

• Moreover, Ethiopia is facing higher ta riffs, in both deve loping and developed countries, 

on its export bundle. In a sample of 11 4 countries 87 countries impose a higher tariff on 

products exported by Ethiopia than on products exported by other countries in the sample. 

This is not expected to lower significan tly regard less its membership in either of the 

integrations. 

• The evidence of African REls is that most of it lack ini tia l cond itions tor success because 

of limited intra regiona l trade, weak complementarities in resource endowments, and 

inadequate transpo rt infrastructure and local capacity. Current expe ri ences of some 

members from COMESA FTA also ind icate that the integration is suffering from informa l 

barriers like cumbersome bu reaucracy and discrimination. The design is general ly poor 

particularl y wi th respect to the general tariff's, non tariff ba rriers. and trade faci litation. 

For virtual ly all African RTAs. implementation has been weak, often with delays, which 
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partl y resul ts from overlapping membershi p (Liyousew G., June 2005). This wi ll make 

Ethiopia forgo some proportion of earn ing from taritf fo r undeterm ined benelit li'om intra 

regional income. 

In order to miti gate loss from such cond itions Eth iopia has to be caut ious in the degree and 

direction of integration. Before taking maJor steps the country should assess the demand and 

supply elast icity of its exports and imports, its industrial capacity, institutional setups, the 

integration arran gements and agreements, and the like. 

To date. researches mainly emphasized in ana lyz ing the growth impact of openness'- However. 

studies in pr ioritizing between the global and regional arrangements arc not ex haustively 

addressed via differen t methodologies. especia ll y fo r the case of Ethiopia. Hence. thi s study is 

des igned to make its cont ri buti on in thi s regards. 

1.3 Objectives 

Given the aforementioned economic circumstances and the resulting dil emma into which way to 

acce lerate the econom ic integrati on , thi s thes is have a general object ive of ana lyz ing; 

• IFhelher Ethiopia has IOjoin/he regioJlal ecoJlolJlic inleg}'uliol1 /irs( and (hen xo/hr 

WTO accession. or has /() do the other 11 '(1), mUJI(/ 

With specifically invest igating 

• Problellls Lind prospects that exist ill I.fiTO om/ COMESA .. (lnd problems expeCied 10 

persisl even afier flhiopio illiegrate ils eCOIIClI11V lI'ill! the communities 

2 Evidences in Ihis respec/ are sighted (lnd discussed in Ihe Lileroll/re Review - Empirical Evidence parI 
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• EII/pirieal!\' cOli/pare Ihe elaslicil), ill il1legralillg Ihe Elhiopiall economy lvilh COAIE.'.,;! 

and inlegraling "I' ilh WTO; 

1.4 Hypotheses 

Deve lopin g nations. includi ng Ethio pia. have been play ing a marginal role in the who leness of 

th e WTO. Due to some facts like shortage of skill , capacity, technica l know ledge, and other 

comp lementary Facilit ies the write r hypothes izes that; 

• regardl ess its shortcomi ngs in execution , regional integration contributes 1110re to the 

co untry's econom ic growth in the short run, and 

• integratin g w ith WTO further deteriorates the country' s terms of trade 

1.5 Significance of the study 

The paper will make empiri cal anal ysis to see bene fi ts and costs of WTO and COMESA. The 

study will be made from Eth iopian perspective. Thus, it would have benefits in:-

• triggering a look for difJerel1l lIIethodology, olher than applied by (he researcher, in 

addressing .',equencing/priorili::ing/oreign trude partllers 

• raising Ihe need to address the isslIe oj' "how to ,. and "holl' long " in joining Ihe dijjerenl 

groups 

• indicalil1f!, the initiations and uc.:livilics taken h,v the cOllnlJ:v /0 join the larger trading 

svslem 

• Adding 10 the exisling knowledge 

• Drmving possihle "oli,), implications hosed on the elllpirical/indings 1f"'1 could/lIrlha 

he re/i!rredfi!r related iss lies 
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1.6 Scope of the study 

This study evaluates merchand ise transact ions with different trade partners, disrega rding inter­

govern men tal agreements, capita l market integration, labor market in tegration, money integrat ion 

and other related issues. Compar ison between integrations is made between the two typ ica l 

representati ves, i.e . COMESA) and the WTO. Furthermore, since the stu dy emphas izes on li beral 

economic po li cy im pact, the data will cover recent merchandise transactions (i.e. 1996-2005). 

L 7 Organization of the Paper 

In addressing these issues the paper will rev iew theoreti ca l developments in the area of trade and 

openness and its contri bution to economic growth. In line wi th thi s the old and new way of 

approaches to linki ng openness and growth will be rev iewed. Fo ll owing, Pari Three of the study 

wi ll discuss regional integrat ions and WTO. and their prospects and problems especiall y from 

Ethiopia's standpo int. Pari FOllr wi ll discuss trade and trade faci litating reforms carried out by 

the count ry; and shows the outcome of merchandise transact ions with the two arrangements using 

trend analys is. In its ParI Five the stud y will employ econometri c analysis fo r each of the 

arrangements and in terprets its find ing. The analys is will apply Johnson Procedure fo r mak ing its 

stati sti ca l esti mati on using quarterl y data between 1996 and 2005 . Fina ll y, it concludes by 

summariz ing what is been grasped and puts poss ible policy implications to curb the situation. 

J T he reason for proxying COMESA for regional economi c integrations is discussed in part 3 
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PART II 
Literature Review 

2.1 Theories of Multilateral Arrangements 

Trade poli cies of diffe rent nat ions have been tak ing va rious forms. General ly the theor ies behind 

the po lic ies can be aggregated into two major paradigm s, i. e. inward and outward or iented trade 

polic ies. generall y fo rwa rded by structuralists and classica ls / neoclass ica ls. respecti vely. 

Structurali sts argue for inward ori ented policy wi th the notion thm frcc mnrkets in developing 

countries can not be rel ied upon to allow full exploitation of the ga ins li'om trade (G reenaway and 

Morgan. 1998). This is because markets face manifold cap it al imperfection. production 

externali ti es. and a complete absence of some markets. The most inllucntial sources ol'argumellis 

for evading the free r intemational trade are infalll industrics, export instabilit) and terms of trade 

decline . 

The so-called infant industry argument first set fOl'l h in 1791 by Alexander Ilamiiton. fUl'lher 

elaborated by Friedrich List ( 1856). and accepted by man y classica l and nco-classical ceonomists 

as the major theoretically val id except ion to the case for \\wldwidc free trade Il)r economic 

support of import substitution po licies (Ba ldwin. 2003). Baldwin al so ra ised John SLUan Mill's 

argument of the need for time lor new producers to become educated to the level 01' those 

countries thc processes are traditiona l and thus their unit min imum. Thc infililt industry argument 

maintains that. during the temporary period \\hen domestic costs in 3n industry are above the 

product's imporl price. a tarifr is a socially desirab le method 01' Iin3nc ing the investmcnt in 

human resources necdcd to compctc successfully ",ith foreign produccrs. Soon after World War 

II. Raull'rebisch (1950) among others argued thai the inli:lIlt industry argument "'as applicable to 
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the entire l11anufactu ring sector and not just to a single indust ry. According to Baldwin, I'rebiseh 

also claimed that an ongoing secular decline in the prices of pril11ary products (the exports or the 

less developed countries) relative to the prices or manuractured goods (the exports of the 

developed countries) and the 10\·\ elasticity or demand ror primary products made expansion in 

the production or primary products unattractivc. Thi s fueled import substitution that most 

eeonol11ic leaders of less developed countries looked favorabl y on the strategy of impol1 

substitution. though they olten round thel11selves into the policy somewhat unconsc iously 

(Baldwin, 2003). 

I lo\\"ever, import substi tution strategy did not work out well lor 1110st developing countries. As 

pointed out by .James Meade (1955), the existence of highe r costs 01' production during the ea rl y 

period than foreign competitors. by itself. is an insul'licicm reason to just ilY tarilT protection on 

economic efficiency "rounds (Baldwin 2003) M{)reover Meade said the key ar"ument on 
" b .., '" ;;:, 

which the inrant industry case must rest relates to technologica l externalities associated with the 

learning process. 

larJy proponents or aggressively protect ing large segmenls o r the manufactu ring seclor did not 

rully appreciate the implicat ions or their policy suggest ions. They also laileel to realize the extent 

or the budget and innationary pressures that would be generated by lhe development actions or 

governments and domestic producers. Indeed. it was the macroeconomi c cri ses assoc iated with 

unsllstainable il11porl delieits lor central banks, unmanageable government budget delicits. 

rlllla\\ay inllation. etc. that had the greater effect in linally turning most countries a\\a) li'om 

import substitution policies than a realization or the se ri ous resource misallocation efleets or 

these poli cies (Baldwin 2(03). 
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Concu rrent ly. the serious resource misallocation e lTects of these roli cics were argued from the 

pe rspecti ve that the static gains from inter industry exchange being the standard deadweight ga ins 

associated with spec ialization and exchange. Plus, dynam ic gains from inter industry exchange 

were the other ga ins associated wi th trade . Furthermore, a study conducted on public choice 

analysis in assessing interest group behavior in develop ing countries showed that economies 

wh ich re lied on direct contro ls create an incenti ve structure whi ch generates rents (Bhagwati 

et.{/!, 1984). 

Contrary to the inward looking, classical econom ists argued that capital accumulation and 

technological progress could lead to expansion in international trade and those international 

trades could improve the commodi ti es for economic growth. The feedback effects of trade on 

economic growth were recogni zed to operate through a number of channels inc lud ing importation 

of imputes to domest ic manufacturers. internat ional diffus ion of new production techniques and 

new consumpti on possibil iti es. and wider extens ion of the division of labor promoting increased 

economies of sca le (UNCTAD. 2004). 

Views of Multinat ional Instituti ons. such as the Internationa l Monetary Fund (IMF). World Bank 

(WB) and Organ ization for Economic Cooperation and Development (OECD), also hold that 

openness generates pred ictable and positive consequences for growth. The latter inst itution once 

publi shed that: "Mol'e open and outward oriented econom ies con sistent ly outperform countries 

with restrict ive [foreign] trade and investment regimes,,4 . which thi s view has al so spread 

amongst economics profess ion as we ll (Rodriguez and Rodrik 1999). 

4 OECD, (/998) Open .\larke!s .\-lallC/' " The Benefit q(Trade and /m'CSfl1lenl Liberali:arion, Paris , No. 36 
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But trade liberali zation by itself is ambiguous even at conceptual level. In the simpl e 2 X2 X 2 

trade model one may think of it as tariff liberalization. In more soph ist icated setting with 

instruments affect ing the domestic pri ces of both importable and exportable, one can visualize it 

as a mo ve towards relative pr ice neutralit y. Others al so think of it as a substitution of tariffs lor 

quotas. This is reflected on the range of em pirica l measurement (Greenaway, Morgan and 

Wright, 2002) 

Same writers cla imed that, genera ll y, nominal tar iffs convergence leads to relative price 

neutra li ty changing in the degree of anti-export bias and comb ining information of changes in a 

range of trade policy measu res are used to compute some kind of index of liberalization. Thi s 

does not, howeve r, guarantee a definitive resu lt. For example, in usi ng the nominal tariff, a 

substitutive instrument may be used by refo rming the trade poli cy. Moreover, depending on the 

pattern of tariff reduction, average effective protection ean increase at the same tim e as nominal 

tariffdecline. 

The goa l- frame of liberali zation can al so be viewed from short run and long run objectives. The 

distinguishing ass umptions between the two are, in the short run ; 

• some countries ne ither s ignifi cantly reduce ta riff barriers of agricultural and other 

produces nor abo lish their extensive export promotion program, 

• some countries will go on subs idizing some of their sectors li ke agriculture, 

• less developed countries could hardl y meet the sanitary and phytosanitary standards of the 

deve loped world , 
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• the application of different specifica tions and it s consequent side effects of the rules of 

origin will not be neutralized 

• ractor market movement wi II not be free 

• there wi ll be factor price inequal ity 

• some fo rms of trade di stortions. like discrim inatory/preferential trade policies. and the 

like wil l sti ll exist. 

But, in the long run there wo uld not be any of such kind ofd istortions. 

2.2 Theories on Regional Integration 

According to Winters (1996), regiona l integration is "any policy designed to reduce trade barriers 

between a subset of countri es regardless of whether those countri es arc actually contiguous or 

even close to each other" (Liyousew. 2005). It is concerned at abo li sh ing di sc rimination between 

local and foreign goods, services and factors of a block. It first creates li'ee trade area and 

graduall y grows to customs un ion. common market and eventually to economic union. 

The allocating or efficiency ga ills of economic integration depend on whether the products 

produced by members of the RTA are in direct competi ti on with . Or co mplementary to. each 

other. This makes the arrangement to have trade creat ing or trade divert ing nature. There is no 

doubt on the benetit from trade creat ion than trade divers ion. But. the compensat ing argument for 

trade diversion is hy reducing ils demandfor impurlsji-ull1 and slIpply oleXJlOrlS 10 Ihe reSl ollhe 

world, improvement can be made on/he colleclive lJIembers ' terms (~rlrade. Any customs lI ll ion, 

by acting as a single party can have much more barga ining power than its en tire member 

separately. The dynamic benefit of regional integration is increased competition between each 
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other, economies of scale, stim ulu s to in vestment, and better utili zation of resources . Moreover, it 

spurs outsiders to set up production faci li ti es wi thin the customs union to avoid trade ba rri ers 

il11 posed on the non-unio n produces. 

There are some costs as there are benefits to regionalism. The va nguard problcm is loss of 

reven ue which is counter argued by domesti c producers' increased profit. The threat of benefit 

polarizat ion and harm on third parties created due to "gang effect" which lives the outly ing 

cou ntry no other opt ion than j oini ng is al so rai sed. Same is also addressed by the "domino effect" 

theory of Ba ldwin (1993). 

Regionali sm is also label ed as old and new type based on degrees of integration. Quot ing 

di fferent sou rces, Liyousew (2005) stated. degrees of integration range li'om "sha llow" to "deep". 

While the Fonner goes as far as the reduction of barriers to com mod ity trade the latter 

incorporates harmon izat ion of national pol icies and ti'ee mobil ity of fac tors. The major d i tTerence 

between the two types of regionali sms is the policy environment. The old type, most ly appl ied in 

developing countries, in volves and inward looking and protection ist (state-led import 

substi tution ) strategy. In contrast. the new regionali sm invo lves the characteristics of the deepest 

fo rm of integration amongst which are establ ishment of in vestment protocols and protections, 

harmo ni zing macroeconomic policies inc luding l'i sca l and moneta ry policies, improved regional 

com munication le ve ls and estab lishing reg ional inst itutions such as deve lopment bunks, 

harm on ization orl egal regulat ion s and monetary union s. 
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2.3 The old view of Trade and Economic Growth 

According to Ghatak and Utukulu (1996). the old view of trade and economic growth has the 

fo llowing way of derivat ion. In the traditional anal ys is. exports(.r) are usuall y determined by 

domestic price at time I (PdJ, foreign pri ce (P,;), or some other measure of competitiveness like 

the pu rchasing power parity (PPP) times the nominal exchange rates and foreign demand, usua ll y 

proxy by foreign income (Y/ The funct ional relat ion can thus be written as: 

(2.3 . 1) 

Taking the logarithmic fo rm of both sides then gives us the proport iona l growth rate as: 

(2.3.2) 

Assuming that Pdf is endogenous, it is equated to 

(7 ' ') _ . .J .J 

Where M, is the percentage markup calcu lable over produces. R, " the average productivity of 

labor and W, is money wage. Once again, allowing the lower case letters to stand for the rates of 

change of variab les and assuming the labo r productivity growth is a function of output growth 

(the so called Verdoorn 's law): equat ion (2.3.3) will transfo rm into; 

Pel, = W , - r, + 111, (2.3.4) 

fl captures Ihe Vcrdoorn 'slaw and il is grater Ihan ~ero. r" IS the rate of autonomous 

productivity growth and (g,) represents the out growth rate. Here, the linkage between exports 

and growth is made through productivity growth and price. The rapid expansion of exports 

enta il s a fas ter growth rate of output, and the quicker growth rate of output also implies a rapid 
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growth rate of exports as goods are so ld at more competiti ve price due to productivity growth. 

Co ll ecting terms li'om equations (2.3.5 ), (2 .3.4). (2 .3.2) and (2 .3.1) and postulating; 

(2.3 .6) 

(2.3.7) 

Fu rther, assuming no change in the relative prices. the [()regoing eq uat ion simp lilies to: 

(2.3.8) 

For an economy with a ba lanced foreign trade, i.e. 1\ ith exports being equal to imports, 

111 c growt h rate of imports. and assuming a = I, we have: 

(2.3 .9) 

where 7l: = the income elasticity of the demand for imports. I-Ience; 

(2.3.10) 

Thi s te ll s that the relati ve growth rates depend on the ratio of income elas ti city of demand of a 

cou ntry's exports and imports. In thi s theory, however, two cri tical issues can be reviewed. One 

is lack of direct linkage between trade and growth. Representation of trade with such vari ables 

di storts findin gs since goods of developed and developing nations do not have the same level of 

elasticit y as their economic environment is faced with different imperfec tions. Hence. using thi s 

model ['or eval uating North-South and South-South trade may casts shadow on the findin g. The 

second issue is the inconsideration of human factor. Such forgone vari able squashes the huge 

benefit of lea rning by doing that result from trading. 
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2.4 The New view of Trade and Economic Growth 

The modern theory of trade policy, as it applies to a small economy, can be summarized in the 

fo llowing three propositions: (Rodriguez and Rodrik. 1999) 

• Trade restriction reduces the level o{real GDP at world prices in a situation o{no lIIarket 

illiperfections and other pre-existing distortions. But, with the existence o/ill7perfections. 

trade restrictions lIIay increase real GDP: although they are hardly ever the first-best 

lIIeans a/doing so. 

• 1n stondard models with exogenous technological change and diminishing returns to 

reproducible factors o/prodllction: regardless /he existence o/Illarket illipetfections, a 

trade restriction has no effect on the long run rate 0/ growth 0/ Olltput. However. there 

maj! be positive or negative growth ellect depending on the long-run level (d' output 

during the transition to the steady stale. 

• In models 0/ endogenous growth generated by non-diminishing returns to reproducible 

fhctors 0/ production or by learning-by-doing and other forms 0/ endogenous 

technological change, the presumption is that lower trade restrictions boost output 

grolVlh in the world economy as a whole. But a subset ol countries mav experience 

diminished growth depending on their initial .thetor endowments and levels ol 

technological development. 

Accord ing to Rodri guez and Rodri k. (1999). these points impl y that there should be no 

theoret ical presumption in favor of finding an unambiguous, negat ive relationship between trade 

barriers and growth rates. Concurren tl y, a twin complication is also faced. First, in the presence 
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of certain market la il ures, such as pos it ive production cxternal ities in import-competing sec tors. 

the long-run levels of GOP (measured at world prices) can be hi gher with trade restr ict ions than 

without. In such cases, data sets covering re latively short time spans wi ll revea l a pos iti ve 

(partial) association between trade restricti ons and the growth of ou tp ut along the path or 

convergence to the new steady state. Second , under cond itions of endogcnous growth. trade 

restrictions may also be associated with higher growth rates or output whenever the restrictions 

promote technologically more dynamic sectors over others. In dynamic models. moreover. an 

increase in the growth rate of output is neither a nccessary no r a suffi cient condition for an 

improvement in we lfare. 

2.4.1 A rguments about Trade and Growth 

The twentieth-<:entury development in respect to trade and growth is the I-Ieckscher and Ohlin 

(1-10) 'faclOr abundance" theory that was furth er lo rma li zt:u using genera l equilibrium by Paul 

Samuelson in 19505. Though some authors do not use the 1-10 model as their li·amework. it has 

been adopted to specitic sector (SS) platform to overcome the signi licant shortfall s of the 

basel ine assumptions (Harrison. 2005). In this framewo rk, unlike 1-1 0 model , un rea li stic 

assumptions like the comp lete mobility of factors was replaced by wo rkers or machi nes 

"attached " to a spec ific sector or industries not relocating easil y. The specific secto r model 

suggests that wo rkers may ga in rrom global izat ion depend ing on which sectors (import ­

compet ing or exporting) they are attached to. 

In a sim ila r notion, the Stopler-Samuelson theorem. argued that that abundant factors races an 

increase in its rea l income when a country opens up to trade. I I' the abu ndant factor in deve loping 

countries is unski ll ed labor. then thi s fra mework suggests that the poor (unskilled) in developing 

countri es have the most to gain It'om trade. This in sight is ll sed to affi rm that trade refo rms in 
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developing countries should be pro-poor. since these countries are most likely to have a 

comparati ve advantage in producing goods made by unsk illed labor. From th is perspective. it is 

perce ived that expanding trade opportun ities should cut poverty and reduce inequality within 

poor coun tries (Harrison, 2005). 

However. same writer quoted Davis and Mish ra for saying "Stolper-Salilueison is dead" on the 

theoreti ca l linkages between trade and poverty". The core o r their axiom is 'expecting 

liberali zation to rai se the wages of the unskilled in u'nsk illed-abundalll countries is far from 

rea lity'. The argument focu sed on the narrow interpretation of the theorem' s premise. In 

particular. assuming all countries produce all goods, goods imported rrom abroad and produced 

domesti ca ll y are close substitutes, and comparative advantage can be fi xed vis-ii-vi s all trading 

partners. is rar fi'om reality in a wo rld that is faced by many ractors and produce. and difTerent 

market fililures. Their l'dined theorem was that if imports and domestic goods (prod uced by the 

poor) are non-competing, then the first order effect of a trade reform wo uld be to ra ise real 

incomes of the poor. Clearly, the poor ga in from tariff reductions on goods that they buy. If 

globa li zation ri ses the prices of goods produced by the poor-such as agricultura l products 

marketed by farm ers- then poverty is also likely to dec li ne. 

William Easterly was also quoted in same paper for hi s exploration of the theoretica l linkages 

between globaliza ti on and poverty. Easterly shows that globalization cou ld affect the incomes or 

the poor in two oppos ite ways. If productivity levels are sim ilar but endowments are different. 

globalization should raise the incomes of the poor. Globalization, by relaxing constraints on the 

. Davis. DOll and Praehi Mishra (200~). "Slolper-Samueison is Dead and Olhel' Crimes a(Bolh Theon' 
and Data ",forthcoming in Ann Harrison. editor. Globalization and Paverly, Universi~v oIChicGf!.() Press 
(or NBER. 
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movemcnt o r goods and fac tors. will all ow factor retu rns to equal izc across cou ntries . Thi s is the 

" factor endowment" view. If poor coun tries are more endowed with (unski ll ed) labor, then 

re laxing const ra ints on global trade or factor tlows will lead capita l to Ilow to poor countries and 

per cap ita incomes there shou ld rise. A second poss ibili ty is the "productivity" view. Differences 

in per capita incomes may stem from exogenous producti vi ty di ffe renccs across countri es, rather 

than dilTerences in endowments. This second possibility implies that globa liza tio n will eithcr 

have no impact on poverty or could exacerbate poverty. as capita l is drawn away from low 

productivity towards high productiv ity regions. 

Genera ll y. the emphasis is that globali zat ion could rai se the incomcs of the poor by increasing 

long run growth. In reconc iling the aforement ioned works. trade or capital tlows co uld increase 

incomes of the poor by rais ing their producti vity or through the accumulation of capita l. Imports 

of new goods embody new tech nology. whi ch in turn raiscs productivity, while incom ing foreign 

in vestment prov ides the poss ibility for technology transfer. If the income effects are fairl y 

unifo rm. then the increase in aggregate income resu lti ng from globa li zatio n- induced productivit y 

gains should improve the incomes of the poo r. 

2.4.2 Methodologies Linking Trade and Growth 

Various methodo logica l approaches have been app lied in pursuit of gelling the appropriate 

theoretical linkage between trade and growth. The neoclassical school of thought 'S endogenous 

growth model is the frontlin e theory that reads as; rhe relllrn ji'Oln simuiraneolls contribution 0/ 

capiral and human resource increases gro1l'!h as un economy develops. In line with thi s theory, 

Romer ( 1986) lorwarded an illustration which assumes a competiti ve equ ilibrium with external 
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sca le economies (Bown. et al. 1998, p.S 85). The moti vat ion or the model is the idea that privatc 

kn owledge is an intangib le capita l input in the product ion process of any firm thus benefi ting 

from stock of knowledge due to an extern al sp illover efrect. 

In endogenous model. knowledge is separated in to private knowledge, the public stock of 

knowledge and an internationa l knowledge. Keeping th is in mind , the origina l Cobb-Douglas 

prod uction fun ction was transformed to give growth empirics of positive effects or investment 

share of GOP and human capital. Concurrently, the negative influence of growth rate of 

popu lation was taken into consideration. In add ition. it is considered that countries with a 

relat ive ly deve loped financ ial market grow re lative ly faste r. In the ana lys is, a robust positive 

correlation between growth and share of in vestment in GOP, and a robust positive correl at ion 

between in vestment share and the rat io of international trade was detected. In general. th is leads 

to findin g a link between growth and the degree of openness. The hypothes ized channel through 

which thi s happens is the transfer or technology enhancing the all ocation and accumulat ion of 

resources. 

The alternati ve instrument that provides considerab le information about countr ies trade is the 

gravity model (Franke l and Romer, 1999/ . Thi s model tries to provide trade's effec t over growth 

without side effects of other government po li cies that ma y have a spillover effec t on the income 

equat ion. For such reasons, it applied institutionall y independent var iables like country's di stance 

from each other and their geographic characterist ics. The two are assumed to determine 

in ternationa l and within-country trade, respect ive ly. The rationale to arrive at th is concl usion is 

mainly the overhead cost of marketing and the market size. T·he concluding remark is that. if a 

'See the specification of/he model ;n Annex! 
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country is c lose r to other nations then there tend to be more trade interacti on than one that is not. 

Moreover, if a country has a wider surface area it wi ll have a propensity to trade within itse lf than 

one that is small er. With this notion, writers decompose a nation's income and examined trade's 

impact on d ifferent components. 

This model coul d not be used for add ressing the theme of thi s text. The reason behind thi s is 

regional trade transactions wo uld be more favored than the case of multil ateral arrangements due 

to inflated va lues of some variables emerging out of increased ove rh ead costs like transportation. 

There also other significant theorctical fi ndings designed by prominent cconomists. Rcgardless 

the relati ve resemblance of their concl usions, the methodolog ies and approaches emanates from 

varying perspecti ve. That is. some constructed alternative ind icators of openness. some others 

tested robustness by usi ng a wide range of measures of openness inc luding subjecti ve indicators. 

and st ill others used comparing convergence experience among grou ps of libera lized and non­

li beral ized countries (Rodri guez and Rodrik , 1999). 

Of theories of growth and trade deduced from difTerent premi ses, Dol lar ( 1992) and Sachs and 

Wa rn er ( 1995) are primarily discussed in Rodri guez and Rodrik , (1999), Dollar (1992) was 

exemplified because, by the writers count. it is the most heavi ly cited empi ri ca l paper in the link 

between openness and growth , Sachs and Warner ( 1995) was al so refe rred because they have 

found it to be a close second and the index of openness constructed therein has now been wide ly 

used in the cross-national research on gro wth, 
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The principal contribution of Dollar's paper lies in the construction of two separate indices. The 

two indices are an "index of real exchange rate di stortion" and an "index of rea l exchange rate 

var iabi lity". These indices re late to "outward orientation." as a combination of tlVO fac tors: first, 

the leve l of protection, espec ially for inputs into the production process, is relatively low 

(resulting in a sustainable level of the real exchange rate that is favo rable to exporters); and 

second. there is relative ly littl e variability in the real exchange rare, so that incenti ves are 

cons istent over time. Rega rding price levels of different countries. if there were no non-tradable. 

cross-country va ri ations could be taken directly as a measu re of in wa rd or outward ori entation 

caused by trade policy. cor instance. a country sustaining a high price level over many years 

would clea rl y have to be a country with a relati ve ly large amount of protection (i nward 

orientation). 

This theory was checked against countri es ex peri ences and the resu lt conveyed a congruent 

resu lt. Use o f thi s model is, however. more useful in comparing growth of coun tri es under 

different reg ime and contrast ing ex-ante with ex-post exchange rate reg imes than explaining the 

instantaneous effect of a country's trade po li cy change after becoming outward or iented. 

Moreover. the today's trade distortion problems are far · deeper than exchange rate maki ng the 

effi ciency of the measurement less effective. Nowadays; trade is hampered by tariffs and non 

tariff barr iers. subsidies and un fair export promotion mechan isms that mystify measurements. 

The fo llowing paper analyzed. i.e. "Economic Reform and the Process of Global Integration". 

was produced by Sachs and Warner (1995). Th is paper al1el11pted to so lve the measurement error 

problcm in the literature by constructing an index of openness that combines information about 
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several aspects or trade pol icy. The Sachs-Warner (S W) openness indica tor (OP EN) is a zero-one 

dumm y. which takes the va lue 0 if the economy was closed acco rding to tive criterions6 

The prob lem with thi s deliberation is that the openness ind icators are highly aggregated. 

In troducing such dummy will categori ze two countries claiming extreme pos iti ons in one group 

leading to estimation bias. Moreover, unless it is needed to verify the goodness or outward 

orientation as in the preceding model, use of th is model in a wo rld that has invo lun taril y 

emanci pated the idea of economic integrat ion would be less signi ficant. 

Other c itablc paper for its di ffe rent methodology is Sebasti an Edward's ( 1998) work. Edwards's 

axiom is that, "the difficulties in de/in in!, satis/oct,")' summon' indcxes su!'gesl thaI researchers 

sho/lld II/ove (1\1'0)' Fum Ihis orea and should inslead concentrale on delerll/inin!, lrhelhcr 

econometric results ore rob/lsl 10 altemalive indexcs " (Ed\\ards, 1998 p. 386 ass quoted by 

Rodriguez and Rodrik. 1999). To carry out thi s robustness analys is, Edwa rds runs regressions of 

total factor prod uctivity gro wth on nine al ternative indicators of openness' . 

The parameters wou ld give a wider viewing angle for a country to pill point policy va ri ables 

since numerous exp lanatory are inco rporated in the indices, and ab le to forward batch of 

correcti ve measures for a cross section of countri es . However, th ose used variables are 

susceptib le to autocorrelation. 

6 The crileria are average IOr(!Jrates higher than 40% (TA R), non-tariff barriers em'ered 01/ average more Ihan -10% 
q(imp0rfs (XTB). a socia/isf economic system (SOC) . a stale monopoly aImajor exports (MON), black market 
premiulII exceeded 20% d /lring eilher the decade of/he f9 l0s 01' the decade o/ the I 980s (BMP). 
' ihese illdh:alors arc: (i) the Sach,y-Warner openness index: (ii) the IVorld Bank's sf/bjec/ive classijicafion o//rade 
.Hralegies in r-Vorld lJe l'elopmenl Hepor( 1987: (iii) Edlt'aNI Leamer's (/988) openness index, buill on the basis 0/ 
/he average resid/lals from regressiolls 0/ trade flows; (iv) the il\'erage black market premium; (\~ the average 
imporl tariflj'/roll1 Ut\'CTriD via Barro and Lee (1994) ; (vi) the average coverage of non-tariff barriers, also/roll1 
U,\"(,TAD via Barra and Lee (/994); (\'ii) the Sf/bjeclire Her ifCIge FOlindaNol1 index qj'Dislorliol1s in InternOliol1al 
Trade: (viii) lhe ratio 0/ total revenues on trade Iw:es (exports + imports) to [olal trade: and (ix) Holger Woff's 
regression-based index qj'imporl distortiolls/or 1985 (Rodrig f/ ez and Rodrik, 1999). 
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In addit ion to these two. Rodriguez and Rodrik, ( 1999) raised Dan Ben-David 's (1993) paper, 

"Equa/i:ing Exchange: Trade Liberali~alion and Income Convergence ". as an alternate in 

viewin g the theory of growth and trade from dirrerent perspective. The study assesses the effec t 

of trade pol icies on income by asking whether trade li bera li zation leads to a reduction in the 

di spersion of income leve ls among li beral iz ing countri es. A di stincti ve aspect of Bcn-David's 

work is that it is non-parametric and not regress ion-based. The expectati on that tradc 

libera li zation mi ght lead to income convcrgence is grounded in the factor price equali zat ion 

(FPE) theorem. According to trade theory, free trade in goods leads to the eq ua li zation of ractor 

prices. As barri ers to trade are relaxed , assuming di fferences in cap ita l-l abor ratios and labo r­

force pa rticipation ratios do not counterva il , a tendency towa rds FPE can be set into motion. 

resulting in convergence in per capita incomes. 

Indeed, in the long-run such outcome mi ght come about as a resu lt of trade li beralization. But in 

the short-run indicators might be misleadi ng. For instance. subjectivc measures can hardly trace 

the im pact or one policy variab le vis-a-v is the other.' The ul timate taste in measuring the 

instantaneous effect of multiple poli cy va riables, witho ut knowing the sign ificance of each. 

would be living it and experi ence the outcome. For the wri ter of thi s thes is, such action is not 

onl y incorrect but al so dange rous since segregation of degrees of severa l policy effects wo uld bc 

diffi cult. 

Gencrally, the whole batches of theories are relati ve ly straightforward to write a we ll -spec ifi ed 

mode l. but yet lacki ng a direct linkage between trade 1!'ld growth. The new developments in 

we lding these two raise a poi nt sayi ng human deve lopment through sp illover effect or learn ing by 
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doing brings about as much result as elasti city and capital accum ul atio n. Nonetheless. free trade 

can be harmful to some countri es' economic prospects, especially when these countri es are 

lagging in econom ic development, have an init ial comparative advantage only in "non-dynam ic" 

sectors and are expected to compete in unfair environment. In such scenario; degrees. direct ions 

and acceleration of integration should fa ll under tough scrutin y. It is kn own that both developed 

and deve lop ing nations have been manipulating their trade strateg ies to varying degrees. 

Previously, eff'ic ientl y protected economies (i.e. most of the current developed nalions) have 

attained their objecti ves. However. the most recent trend of Fa r East Countries challenges thi s 

method to some degree. Though, in both cases there have been some form s of trade disto rting 

mechan ism. 

What could be learn t here is the timing and intensity of restrictions determines the result. 

Roughl y talking. there still exists some kind of harsh intervent ions' to date even by those who 

proc laim an open globa l economy. Moreover. these countri es do not get carried away by the 

benelit of one mechan ism. Rather, they are persisting on the dynami sm of trade distorting 

instruments. The outcome of such non-impartia l global trad ing po licies forces the less fortunate 

nations to encumber lose. Furthermore, it has made them victim of the ir own reacti ve protective 

poli cies . 

• For example, as per Ihe ACling Managing Director of Inlernalional Monelary Fund. Anne 0. 
Krueger . ... The annual cost 10 consumers and laxpayers of 29 GECD lI1embers ' supporl/or 
agriculture and horlicullure is so large Ihal il could pavfor each o/Ihe 56 million cows in the 
GECD dairy herd 10 enjoy a fi/'si class oil' lickel around Ihe 1V0rld. Each cow lvould also have 
51450 spending money 10 f inance slopovers in Ihe u.s., Europe and Asia. If Ihe cows were 
willing 10 slum il in business class, Ihey could have 52800 .'pending money inslead. And Ihey 
could enjoy Ihis luxury holiday every year. (Krueger. May 18. 20(4) . 
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2.5 Empirica l Evidence 

There are several studies conducted to analyze openness effect on growth. Some are made in 

pmving the benefit of free trade while some are conducted to refute the pos iti ve implications of 

openness. In both cases country analysis ha ve been presented to support the respective 

arguments. This section will thus hi ghlight some of the two sides of empir ica l ev idences. 

2.5. / Success Stories/or the Case of Open Economy 

It has been wide ly argued for a freer globa l trade in orderto enhance welfare o r soc ieties. Indeed, 

a finding cross quoted in 1M F (200 I ) states that the benefits of trade liberal ization can exceed the 

costs by more than 10 fo ld. Other references therein were quoted for explaining India ' s. 

Vietnam's, and Uga nda's faste r growth experience and poverty reduct ion bei ng the outcome of 

open economy. What have been said are, those develop ing countries that lowered tariffs sharply 

ill the 1980s grew more quickly in the 1990s than those that did not. Overall , the outcome of 

trade liberali zation resulted decline in inequal ity among coun tries si nce 1990, re tl ecting more 

rapid economic growth in developing countri es (IMF, 200 1). 

Quoting Baysan and Bi ltzer ( 1991), Ghatak and Utukulu ( 1996), rai sed focus on Turkish 

developmen t. The quoted writers identified fo ur dates over th is period when attempts to red uce 

trade and other distort ions. In the first three cases the authors conclude that the libera li zat ion was 

not sustained. and the reforms were not part of a planned pmgram to establish a liberal trade 

regime. However. since 1980 li berali zation took a ru ndamenta l turn. The reform started at 50% 

devaluation. an increase in d irect export incenti ve, a demand for stabi li zat ion measu res. and a 

dec lared intention gradua ll y to liberal ize the economy by di smant ling quantity restriction. cap ital 

acco un t libera li zation. etc. There were also changes in the admi ni strative system . This resulted a 
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stabl e. jo in t, long-run relatio nship among real GOP. measure of trade libera li zation . and human 

and phys ica l cap ital with ' endogenous' growth theory. 

The fo ll owing example of Ghatak and Utukulu (1996) was the case of Malays ia. Since 

independence in 1957, Malaysia has followed a relati ve ly open economy. generall y dri ven by 

Market fo rces. But, the government had played a role both as a producer and a regu lator. It 

encouraged foreign investment in the exp0l1 as sector, followed an open fo reign exchange reg ime 

and reduced ta ri ff rates to an average rate of 15% of prices on a trade weighted base. However, in 

the agri cui tu ra I sector, there are an important tari Ff and non-tari ff barriers to encourage domestic 

production. The resu lt of thi s was shi fting the country to the verge of becoming one of the upper 

middle income ea rning countri es by the year 1990. A comprehensive work, furt her quoted fi'om 

Ghatak et al. ( 1994), also showed a robust support for the export- led growth hypothes is. Though. 

the relat ion was f'ound to be dri ven by manufacturing ex ports rather than by tradi ti onal exports. 

They finally rai sed the case of India . Since 1984, Ind ia took action of liberalizati on in order to 

reduce poverty rapidl y create adeq uate resource ta r the soc ial program and moderni ze its 

infrastructure and manufacturing sector. In the late 1980s, especiall y, government success ive ly 

re laxed some restri ctions on trade and in vestment. wh il e the other time boosti ng domestic 

demand through debt financ ing deficit spend ing. Exports of manufactures increased and 

concurrently GOP growth accelerated we ll over 5%. Even though, the government was caught up 

by higher macroeconomic imbalances the replaci ng ad '11ini strat ion that claimed office inl991 

replen ished it to some exten t in a yea r time. Beginning 199 1, rad ical industri al trade and financi al 

changes have made remarkable progress in starting to libera li ze what was one of the most closed 

and regulated economies in the world. 
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The other st ud y was made by Rodrik (1998). Hi s study emphasized on outcomes ortrade reforms 

in some Ali'i can countries. The country specific studies showed that some li ke Botswana directl y 

benel"ited while some like Uganda and Ghana recovered after long stretch of decline. 

In rev iewing the success stories, Botswana 's di stinctive performance is grounded in prudent 

fi sca l and macroecono mic pol icies, re lati vely we ll human resources, and earl y demographic 

transact ion which red uce the dependency rat io. The bu reaucracy of the coun try is also honest and 

competen t, attaches great val ue to economic experti se, and has consistentl y produced sound 

macroeconomic policies, encouraged export and devalued its currency. The gove rnment has al so 

been a member of the South African Custom s Union (SACU). benefit ing from econom ic 

integration. 

Roclrik, ( 1998) has also raised the achievements of Mauritius. The country, in general, scored a 

polit ica l advantage of twin-track strategy. These are the creation of export promoting zone and 

import substitution groups. Thesc two also attended a respective segmcnt of fcmale and male 

workers in which one did not crossed the benefit or the other. Start ing the early 1980s the 

gove rnment start s to di smantle most of the quant itative restrictions that had sheltered the non-

export promoting zo ne part of the cconomy from fore ign com petition. By the carly I 990s. there 

were sign ificant tariff refo rms as well. These refo rms have given exports of the nation another 

boost. 

2.5.2 Opening an Economy - as a malice to society 

A commissioned expert group in econometrics was ass igned by Chri stian Aid to wo rk out what 

might have happened had trade not been liberali zed (Christian Aid. 2005). The stud y used 

evidence on the impact of trade liberali za ti on on impol'ts and exports, and the e rrect of thi s on 

28 



national income. to est imate how much income was lost given the extent of li beral ization. The 

overall result suggested that: 

• imports tend to rise/clsterthon exportsfollo ll'ing 'rade liberalization 

• this results in quantijiahle losses in income/or some of/he poorest countries in the '''orld. 

What the paper argues is that countries wh ich liberali ze do not grow or that some people in them 

do not become less poor - but says that without liberalizat ion, growth cou ld have been higher and 

poverty reduction faste r. The fo llowing l'our paragraph s are findings of thi s stud y for the case of 

four African countries, i.e. Ghana. Malawi, Uganda and Ma li . 

Ghana began to liberal ize trade in 1986. In 2000, it s gross ciomest ic prod uct (GDP) was just 

under US$5 billion. If Ghana had not liberalized. the model suggests that its GDP that yea r wou ld 

have been nearly US$850 million higher. Add ing the loss every year from 1986 to 200 I gives a 

tota l loss of nearly US$I a bill ion , or around ten per cent of Ghana 's GDP over thar period. In 

2000. Ghana lost US$43 1''01' everyone of its 20 million people. In the same year, Ghana rece ived 

aid worth just US$3 1 per person. Over the 15 years since trade was liberalized, Ghana's 

populat ion has lost the equ ivalent of US$51 a per person - a huge sum , given that per cap ita GDI' 

in 2000 was just US$330 . It is as if everyone ill Ghana stopped working for one and a half yea rs. 

Ma lawi began to libera lize trade in 1989. In 2000, its GD I' was just over US$1.7 bi llion. If 

Malawi had not liberalized its GD P in 2000 would have been more than US$ I.9 bi ll ion -

US$200 million higher. Adding the loss every yea r 1'1'0111 1989 to 200 I gives a total loss of more 

than US$2 billion. or eigh t per cent of Malawi 's GD P over that period. In 2000, Malawi ' s 

popu lation was 10.3 million and it lost more than US$20 per person thanks to trade libera lization. 

29 



In the same year, Malawi received aid worth US$43 per person. Over the 15 years since trade 

was liberali zed, Malawi's population has lost US$196 per person - a huge sum when you 

consider that per capi ta GDP in 2000 was US$ 165. It's as ifeveryone in Malawi stopped working 

l'or 14 mon ths. 

Uganda bega n to libera lize trade in 199 1. In 2000, its GO P was nearl y US$6 billion. If the 

country had not liberalized , our model suggests that it s GOP in 2000 wo uld have been over 

US$735 milli on higher than it was - more than what Uganda spent on hea lth and education 

comb ined that year. Adding the loss every year from 1986 to 200 I (the last year for which we 

have data) , gives a tota l loss of almost US$5 bi ll ion. or eight per cent of Uga nda's GOP over that 

peri od. In 2000, Uganda lost US$32 for every onc of its 23.3 million people. than ks to tradc 

liberalization. In the same year, the country received aid worth just US$35 per person. Over the 

ten years since trade was li beralized, Uganda has lost US$204 per person - compared with a pcr 

capita GO P in 2000 ofUS$253. It's as il'everyone in Uga nda stopped worki ng for ten months. 

Ma li began to li beralize its trade in 1991. In 2000, its GOP was US$2.4 billi on. The mode l 

suggests that. wit hout trade libera li zat ion. the country 's GO P wo uld have been US$ 191 million 

higher in 2000 than it actuall y was - more than what Mali spent on healthcare during that yea r. 

Adding the loss over the ten years since Ma li liberalized for which we have data. gives a total of 

US$ I.4 bi II ion. In 2000. Ma l i's popu lation was 10.8 mill ion and it lost nearly US$18 dollars per 

person from trade liberali zation - more than half of the US$33 per person they recei ved in aid. 

Since the earl y 1990s, Mali has lost near ly US$ 130 per person ti'om trade li beralization - or half 

a yea r' s incomc. It is as if everyo ne in Mali stopped 1V0rking for six mon ths. 
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2.5.3 Studies 0 11 Ethiopia 

Assessment of factors affecting regional integration is very important fo r counties, like Eth iopia. 

preparing to join free trade area. Here are some findings about the impact of adopt ing 

liberal i zation. 

To this respect Anteneh (2005) quoted Alemayehu et al. (2002) work that covered the growth 

history. sources and determinants of economic growth in Ethiopia. The study analyzed by setting 

out the growth history in Eth iopia and attem pting to understand what have been the main sources 

of growth. According to the study. in the last four decades, the Ethiopian economy has changed 

from a liberalized economy until 1974 to a contro ll ed onc in 1974-1989/90 and again back to a 

libera lized one alie r 199 1. Growth during the Derg period ( 1974/75- 1989/90) averaged 2.3 

percent (the per capital growth being -0 percent). During the post-Derg period (1990/91-

1999/00), whi ch wit llesseu a major policy shift from its immed iate predecessor, real total and pCI' 

capita GDP on average. grew by 3.7 percent and 0.7 percent per annum respectively. The study 

attributes post-Derg impress ive achievement that the previous two regimes partly to liberalization 

and deepened series of refonlls. 

Mu lat eLa l. (2003) in the ir study examine the actual effects of the econom ic reform measurcs 

undertaken in the agri cultura l sector. They found that the overa ll shon- run we lfare effect of 

Eth iopia's accession to COMESA-FTA is positive. In otlier words. Ethi op ia would benelit from 

associat ion with the trad ing block. It is expected that the dynamic we lfare effect resulting from 

trade partnership wou ld even be higher than the short- run effects. The long-run welfare effects of 

I'egional economic arrangements include inflow of foreign di rect in vestment, improved 

effic iency. economies of sca le and ot her in vestment enhancing measures such as improved 
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infrastructure that accompany reg ional integration arrangements. However. the dynamic welfare 

effect of regional economic integration depends upon the capac ity of the country to attract and 

stimulate investment. 

On the contra ry. Zewde and Assoc iates (200 I)' analyzed the particular case of regional trade 

integrati on . The stud y was conducted over the outcomes of COMESA agreement by co ll ecting 

data and information from both primary and secondary sources. One of the results obtained from 

the analysi s is imports will ri se resulting in increased loss of' revenue forgone. The stud y 

indicated that tread diversion may occur and the ca lculated Ethiopia's revenue loss due to 

implementing COMESA FTA will be estimated at less than 1% orthe GO P, in absolute terms not 

exceeding 3 1 million Birr per year. 

Same reference rai sed Afro-consult and Trading' s (2002) stud y over the impact of 

COMESAfFTA using average yearly data for the peri od 1999-200 I that showed losses of 

revenue. Us ing Simp le Arithmetic and Compound Growth Rate far f'orecasting. the stud y states, 

if Ethiopia had implemen ted COMESA FTA it would have faced a loss of Birr 325 million in the 

period. 

What can be deduced form thi s is that there is no absolute ev idence that "penne,s had contributed 

to growth. In fact. there have been some indications th at during the lime of economic opennc>s 

grOl\th ratc of nations sholled some improvement. But the actual argument is, count ries lI'Oldd 

have been beller ofT had their econom ics were not that open. Moreover. the benclit f'l'Om trade is 

not evenly dist ri buted betlleen developed and deve illpin,g economics and hence relative bendit 

"ftrade to developing nations is undermined. 
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PART III 
Ethiopia in Multilateral Arrangements 

3.1 Ethiopia and Regional COllllllnnities of Africa 

Ethiopia is one of those count ries parti cipating in more than one A (i' ican Regional Trade 

Integrat ions. Of th ose integrati ons. typical economic integrations wi th a fut ure prospect of 

emerging deeper economic community are the Common .Market for Eastern and Southern Africa 

(COMESA) and Intergovernm ental Authority on Development (IGA D) (World Bank. 2004) . 7 

3. 1.1 COMESA' 

The COMESA treaty was signed in November 1993 and ratifi ed in December 1994 when it was 

fo rmed to replace the form er Pre ferentia l Trade Area (PTA ) which had ex isted li'OJn the earlier 

days of 198 1. The process of economic integration has not been ep isodic but a systemat ic one. 

Fi rst. the preferenti al trade area was established and operated fo r over a decade. which was then 

tra nsformed to a common market / Free Tradc Area (FTA). Thc th ird phase will invo lve the 

even tua l estab l ishl11ent of an Econom ic Commun ity (H'II'I,I',comesa.ol'g). 

Same source has disc losed that, the objecti ve of FTA is to create an in tegrated market for trade in 

goods and serv ices and to increase the COMESA region's com peti ti ve advantage in the wo rl d 

market. The FTA promotes competition with in the reg ion pri or to reg ional industries and I1 rms 

face the inev itab le compet iti on brought about by global li beraliza tion. It a lso serves as a chann el 

1'01' efi1ciency (WlI'H'. colllesa. ()I'g). 

J Elhiopia is also a member slale i/l Ihe Nile Basil/ i l/ilialive (NBI) and Ne w Pal'lI1el'shipjor African 
Developlnenl (NEPAD). These al'l'Ol/gemenls iI/eludes ecol/omic objective by eradicaling poverlv and 
placing African cOHn/ries on a palh ofsHslainable growth and deve!opmenl, However, fhe organi::::OIiol1S 
Gnd its aclivilies (Ire rather on an in/am stage and have 110 / dwelled much 011 economic iJ1legralion 
8 COMESA has 19 members inc/uding Angola, Burundi. Comoros, the Democratic Republic oj'the Congo. 
Djibouti. EgYPI. Eritrea. Ethiopia. Kenya, Madagascar. Ma/cn..-i. Maurilius. S~vc"elles, Sudall. Rwanda. 
Swaziland, Ugando. Zambia, and Zimbahwe 
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In the FTA, dealing is on the basis of rec iprocity. Member states that are in the FTA trades on a 

duty free basis and member states not in the FTA are granted trade preferences by the FTA 

member states on the basis of the tari ff reduction they have attained. Members that have not 

atta ined a reduction of tariff by 60% are not granted any preferentia l rate by the FTA members or 

by those that have reduced tari ffs by the 60% tari ff reduction rate (11'11'11'. comesa. org) . 

The organization' s webs ite has also ind icated that '· the integration has macroeconomic 

harmon izat ion program. By the yea r 2024, it plans to become a full monetary un ion. In thi s 

regard , the targe t inllation rat e of the community'S convergence is set at 10%. It also targeted a 

reg ional budget deficit of 10% of the respective states GDP. 

Regarding multilateral trade, the community has al so designed its own rules of origin cri tcria to 

avoid cheating and free riding by any member. These criterions are: produces in member state 

should contain no more than 60% of imported inputs from non member countri es, incorporate 

regional value added of at least 35%, be designed as particularly important to "econom ic 

development" and contain no less than 25% local va lue added, or be class ified under new tariff 

heading after production (wlI'w.comesa.org) . 

Other objectives whi ch will be met to ass ist in the achi'evement of trade promotion are trade 

liberalization ancl customs co-operat ion, including the introduction of a unified computerizcd 

customs network across the region, improv ing the admini stration of transport and 

communications to ease the movement of products and people between nations, creating and 

enabling environment and legal framework wh ich will encourage the growth or the private scctor. 

the establi shment of a secure environment for investment. adoption or common sets of standard. 

and the harmoni zation ofmacro-econol11ic and monetary po li cies throughout the region. 
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3.1.2 [GAD 

IGAD is the transformed version of the Intergovern mental Authority on Drought and 

Development (IGADD) estab lished in 1986. Al though IGADD was originally conceived to 

coordi nate the e lTorts of member states to combat drought and dese rti lication, it became 

increasingly apparent tha t the Authority provided a regula r fo rum where leaders of the Eastern 

Ali'ican coun tries we re able to tackle other po litical and soc ioeconom ic issues in a regional 

context. Realizing this . in April 1995. the mandate of IGADD was stretched and made a 

dec laration to rev italize IGA DD and raise cooperation among member states, The re li'eshed 

IGADD was renamed the Intergovernmen tal Authority on' Development (IGAD) (www.igad.org). 

The broad A ims and Objecti ves of the Authority are to Promote joi nt development strategies and 

gradually harmonize macro-economic polic ies and programs in the soc ial , techno logical and 

sc ient i fic fie ld s; harmonize polic ies \,vith regard to trade. clistoms, transport, comlTlun icati ons .. 

agricu lture, and natural resources, and promote free movement of goods, se rvices , and people; 

create an enab li ng environment fo r foreign, cross-border ancl domesti c trade and investment: and 

others genera ll y re lated to combating dro ught, deve loping natural resources ancl env ironment 

protecti on. increas ing infrastructural network especiall y in transport and energy, promoting peace 

and stab ili ty, and promote and rea lize the objecti ve of COMESA and African Economic 

Commu nity (\vlVwigad.org) , 

3.}.3 Choosing a Repre!)"enlath!e Commullity 

Even though Ethiopi a is a mem ber nation in th e aforement ioned comm unities, choosing a 

representative econom ic integration that is relat ively more efllc ient is proper lor addressing the 

theme of this paper. 
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In doing so. COMESA is preferred since it exceeds IGAD on efficiency and performance. This 

primaril y ari ses fro m its lifeti me experi ence and activit ics taken in line with its objecti ves. In fact, 

COMESA grew from PTA and has these days established FTA between some or its members. As 

pe r the report presented on the four teenth meeting of the COMESA Council of Ministers in 2002 

the communi ty has taken actions on issues like trade libera li zation, customs co-operation, 

transport and communicatio ns, industry and energy, monetary issues, economic and social 

deve lopment, format ion of complementary inst itutions li ke the COMESA cou rt of justice, 

te mporary ba lance of payment re lated safeguards , reg ional framework agreement for in vestment 

and a competit ion policy. harmon ization of sanitary and phytosani tary standards using ISO 

standards. harmonization of its acti ons with WTO rules ilild so much morc (COMESA, 2002). 

On the comrary, IGAD has sume sho rtcoillings to be considered as a representat ive. For instance. 

the Secretariat has been kept fragi le wi th only a minimum profess ional and administrati ve stafr. 

Its output is constrained by the fact that some importa nt positions ha ve not been filled resulting in 

undue wo rk overl oad to the current staff. Moreover, the Secretariat in the Member States has not 

functioned wel l s ince the Foca l Points have not been fu ll y institu tionalized nor provided with the 

necessary resources. In addition. the coordination between the programs has faced diffi cu lties due 

to the inadequate organizational stru ctu re of the Secretariat (www. igad.org). 

3.1.4 COA1ESA 's Acllie)!emellts, Problems (Ind PrOjpeCfS 

COMESA is by far the most success ful scheme in implementing extreme trade faci litation and 

promotion programs. The FTA of COMESA was achieved on 31 S\ October. 2000 when Djibouti. 

Egypt. Ke nya. Madagascar, Ma lawi. Mauritius, Sudan. Zambia. and Zimbabwe abol ished their 
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tariffs on COMESA origi n products. Latter all. thi s group was joined by Burundi and Rwanda. 

This FTA has not only got rid of customs tariffs but has also invol ved the relaxat ion and eventual 

eradication of'quantitati ve restri ctions and other non tariff barriers (COMESA. 2002). 

Accord ing to the report Djibouti , Eth iopia and Sudan claim that they have abol ished all non-tariff 

barriers. On the con trary. Kenya is questioned fo r quant itative rest ri cti ons, import bans, charges. 

cumbersome duty drawbacks, road blocks. personnel integrity, and administrative charges. 

Similarly, Tanzania, Uganda and Zambia are blamed for technical , phys ical, procedura l and 

immigration restri cti ons and barri ers related to national po li cies and laws. To mitigate such kind 

of allegat ions, agreements are made for monitoring NTBs. Moreover, even though it is not yet 

operat ional Formal di spute settlement mechanism in the fo rm of a COMESA Cou rt of Just ice is 

provided. However. disputes in genera l have been successfull y handled through an informal 

process of diplomatic consulrati on. 

With respect to reforming the reg ion' s networking systems, the community has road transit 

changes in at least 10 countries Since 1991 , launched Automated System fo r Customs Data 

(ASYC UDA). applied the Yellow Card vehicle insurance system covering 3rd party liab ility and 

medical expenses in 12 countri es. and implemented ca rr ier license and transit plates in 9 

cou ntries (11 '11 '11'. cOlI/esa. org). 

In line with getting prepared for the future macroeconomic integration, only few countri es have 

ach ieved the expected in flation target. According to same reference Djibouti , Eth iop ia and 

Seyche ll es have managed to keep inflat ion below 5%. However. Zimbabwe. Sudan and Malawi 

have higher infl at ion. In achiev ing the fiscal defic it ta rget. some independent coun tri es like 
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Eritrea are far from sat isfactory at 19% gap. But the group average is reported to be at a 

sati sfacto ry -5.7%. In order to take the next step, i.e. the adoption of Common External Tariff 

(CET), COMESA is on the verge of applying an interim rate with zero tariff's on capital goods, 

5% on intermediate good s and 15% on ra w materi als. 

Butthis does not mean the arrangement has not laced prob lems. Perhaps due to a lack of polit ica l 

comm itment in member cou ntries, the COMESA FTA has been hampered by country level 

inst itutiona l changes and prevai li ng structma l constrai nts. Eight of the nineteen members. 

includi ng Eth iop ia, have not yet joined the FTA. Among those that have joined, informal NTBs 

such as non-acceptance of rules of origi n certificates, cumbersome bureaucrati c proced ures, and 

restri ctive standards are some common problems. Some countries have al so rcplaced tariff's with 

discriminato ry excises. Little progress has been made on the issue of services li be rali zation, too 

(Khande lwa l. 2004). 

The proposed feature of the COMESA Customs Union IS also faced wi th compli cations. 

Accordi ng to Khandelwal (2004) , number of goods will still requi re mem ber countri es to 

maintain border control s withi n the customs uni on . Second , the dependence on trade taxes by 

member countries has led to an agreement that revenue would be kept by the country of tinal 

consumption. This allows countries to keep thei r import revenues- but will requ ire enormous 

e ffo rt and cooperation on the part of customs adm ini strations to track the country of fin al 

consumpti on. However. thi s has the potenti al to increase expenses of the regio nal customs 

admi nistrat ions and erode effici ency gains from the customs union. It is worth pointing out that 

customs admini stration capacity will be similarly burdened due to ove rl app ing mcmbership 

between COMESA . SA OC. and the EAC and the associated need to track qualifying 
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domestic/reg ional content for each of the arrangements. These problems will be further 

aggravated by other preferential agreements like AGOA and EBA. Overlapping membership will 

rai se a problem ol'c lea r-cut classification and app li cation of the rules of or igin. too. 

Other kinds of problems are product complementar ities and loss of revenue. According to Tsikata 

(1999). a cross referred study of in the preceding source; there is a problem of product 

comp lementarities within member countries. The findin gs shows that while there is scope for 

Egypt and Kenya to export to the region. there is not mlich scope for other countries to do the 

same since there are few complementarities for the ir exports. The asymmetric product 

complementarilies in favor of the more developed members rai se a concern over possible 

polarization as investment may bc attracted to wards the larger and mo re industrial ly diversifi ed 

economies in the region. 

Regarding lose of revenue, same study has indicated that most members of COMESA earn its 

revenue from trade taxes (Muss ie, 2005). Lowering of il11po rt dut ies will thus lead to signifi cant 

fi scal gap. Moreover, as cross quoted from Chauvi n and Gaulier (2002), regional integration may 

lead to changes in the structure of individual economies that could lead to a reco nstruction of the 

previous il11port-subst itut ion industri es that were important sources of revenue. This shows that 

fi scal li'agility wi ll not be revoked in the presence ofliberali zation. 

Genera ll y speaking, COMESA has taken steps in creating free trade area, macroeconol11ic policy 

design for future integration and implementation of com mitmcnts individua ll y and co ll ectively. 

This has made it a promising economic society that will succeed in achieving its objectives. 

However. scheduled ach ievements are not moving at the expected pace due to institutional 
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incapacities. commitment failure (that resulted from inconsistencies with domestic po l icies In 

member nations), and overlapping membership. 

3.2 Ethiopia and the WTO 

From 1948 to 1994. GATT provided the rul es for much of world trad e. Though the agreement 

and organization was prov isional it had led to a highest growth rate in internat ional commerce by 

reducing tariff to a lower level (WTO. 2005). 

However, economi c recession of 1970's and earl y 1980's has driven the governments to dev ise 

other forms of protections for sec tors facing increased foreign competition. High rales of 

unempl oymen t and constant factory closure led gove1'11ments in Western Europe and North 

Ameri ca to seek bilateral markets sharing arrangements wi th competitors and to embark on a 

subsidies race to maintain their agri cultu ral trade. These and other issues not covered by the rul es 

resu lted in lose of creditability and efficiency of the agreement. Consequently, members agreed 

to make a new ertort to reinforce and extend the multilateral trade system. That efrort resulted in 

the Uruguay round. the Marrakech Deceleration, and finall y the creat ion of WTO in January 

1995 (Anteneh . 2005). 

WTO is a "rule based" trading system that governments give their consent to follow. The 

agreement covers trading in goods, serv ices and in te llectual properti es. It enforces country's 

commitment to lower custom tarin., and other trade barr iers on all tradable bundles. Generall y. it 

promotes the principles of liberalizat ion lVit h permitted exceptions. The agreement establishing 

WTO launches and administers internationa l rules that govern s international trade in goods and 

services. serves as forum for the progressive li bera li zation of international trade. provide a means 
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for reso lving disagreement between trading coun tries with regard to the rul es. and is responsible 

for carryi ng out periodic review of trade policy of its member' s countries (wwII'. Il' /O.orgl . 

3.2.1 WTO alld Less Developed Coulltries 

Mo re than tlVo-third of WTO members is developing countries and almost all those seeking 1'01' 

access ion are developin g countri es or economies in transition (WTO. 2005). Within the WTO 

agreements, deve lop ing countries are supposed to rece ive spec ial and more favo rable treatment in 

order to address their particu lar circumstances in in ternational trade. The poorest or the 

developing countries, i.e. 49 countries on the UN li st of least deve loped countries (LDCs). are 

prov ided with further additional more favo rab le treatment. 

The Spec ial and Di fferent ial Treatment provisions gives LDCs more fl ex i bi I ity in terms 01' trade 

po li cies, makes their exports charged at lower preferential tariff rates. gives longer periods to 

imp lement provisions contai ned in WTO agreements, Jaci litates the provi sion of technica l 

ass istance by developed cou ntr ies to help them implemei1't the commitments they have assumed 

and negotiates developed countries to implement their WTO commi tments in a man ner 

' favorable ' to developing countries interests (WTO. 2005). 

3.2.2 FUlldamental Rules of WTO, Some Interpretation COlllplexities and Argulllent on Ethiopian 
Accessioll 

WTO agreement is lengthy and complex cover ing a wide range of acti vit ies such as agr icu ltu re. 

texti le and clothing, banki ng. telecommunicat ion. gove rnment pu rchase. industrial standards and 

product safet y, rood sanitation regulation. and intell ectual propeny. But the simple fundamental 

man ifestos that gove rn the enti re document are the principle of most-fa VO l' ed-nation (MFN). freer 
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trade, predictab il ity, and special and differential treatment for developing countries. In general, it 

operates on the basis of non discriminatory, mu ltilateral ism, unconditional rec iprocity and 

application of the princip les of Most Favored Nations (MFN) (Anteneh , 2005). 

The organ ization 's rule that extcnded to innuencing new areas of domestic policy making crit ical 

to the deve lopment process are trade agreell1ents oj"agriclIltural produces, a"reelllcnts on textile 

and clothing, trade in services subsidy and cOl.lI1lervcdling measures, unlidumping measures, 

sajeguardin" industries. sanitCIIY and phylosanitCII)' measures, trade related investment 

measures, trode related intellectual propert)' rights and technical barriers to trade (EEA , 2004). 9 

The WTO rules have also ex tended its mandate over Regiona l Integrations and preferential 

treatments. In this respect, when a member state enters into regional agreements the organization 

requites the abidance of the non d isc riminatory regu lations spel led under the GATT art icles (lor 

example Article I & If). The set of criteria to be met by RTAs can, generally. be summari zed 

under the neutra l ity of trade restri cti on, substantia l coverage, reasonable time. compensation, 

spec ial and differen tia l treatment for develop ing countries and notification requirements. 

Fu rthermore. in formation and operation of customs un iol; ·and li'ee trade area covering in trade in 

goods, rules like the Enabling Clause that refers to preferen ti al trade arrangement in trade in 

goods between member developing coun tries. and the area of trade in services lor both deve loped 

and develop ing nations shou ld be referred. Non-generalized preferent ial schemes. 1'01' example 

non-rec iprocal preferent ial agreements involv ing deve lop ing and deve loped countries. al so 

requ ire members to seek waver from WTO rules by getting a vote o r th ree quarter of extra 

associatcs (Antench. 2005). 

9 The briefly discussion o/these issues is presented IIndel' Annex 11 
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The ex istence such extended ju risdiction over all trade agreements has, though, created problems 

of enforceabi lity. In fact. the WTO ru les have faced some controversies on interpretation and the 

ex istence of loophole on its rul es has led to leg islat ion of biased regulations. This has created 

opportunisti c conduct amongst deve lo ped nations and adamant behavior to mod ify current 

po li c ies. The disbelief in fa ir trade through WTO negot iations 11 s eventually cont ributcd for the 

birth of several RTAs (Yang and Gu pta, 2005). 

These interpretational gaps ari se from the intertwined nature of diffe rent articles. To focus thc 

argument, blurred issues related 10 RTAs are briefed a~:' follows starting from the neutrality of 

trade po licy. In this case, the Open Access ion Clause that all ows the adoption of the pre-customs 

uni on average tariff rate as a com mon ex ternal taritTcould in real experi ence ham per the desired 

erlieiency of neutrality by increasing the poss ibility of trade diversion and the dominance of a 

sin gle country in RTAs. Moreover, thc growing scope and importance of non-tariff measures 

covered by RTA s, such as anti -dumping, preferenti al rules of origin, technica l standards, 

subsidies and counterva iling measures also make it more difficult to eva luate damage to third 

countries when a customs union is formed or ex tended. 

The substanti al coverage requ irement is a lso one of the unsett led issues in the rul es of the WTO. 

Especial ly, there are two views on how to interp ret "substantially all trade". In th is regard the 

quantitative view proposes a stati stica l th resho ld on proportion of trade covered. But, actuall y a 

one-s ize- fit s-a ll approach may not have the f"lexibi lity to take case-by-case circumstance. On the 

other hand the qua litative view argues that no sector should be left out of intra-RTA trade 

liberali zation. Blit. this approach further creates a defin it iona l controversy of what a sector refers 

to. 
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The notifi cation and exami nati on rule set for RTAs is not fa r from quest ions. too. This issue can 

be analyzed from the notifi cation time. amount of in fo rm at ion and non-compliance. Regardless 

of the fl ex ibi lity or timefi 'ame 01' notifi cation. the WTO Secretariat no tes that large num ber of' 

RTAs in fo rce today is not not ified to the organi zation (WTO, 2005). The reluctance may be due 

to the facl that the statuses or the prev iou sly reported arrangements are not known. 

Aside from controversies in line with RTAs, there are other unaddressed issues in the WTO ru les. 

The case of TR IMs can be ra ised as an example. Measures considered inconsistent with TRI Ms 

are those proced ures limi ting to ratio of purchase/use of domesti c goods re lati ve to imported 

products to an amount of the vo lu me or va lue of exportable product. Mcasures which restrict the 

vol ume or va lue of im ported inpu ts to an enterprise as a proportion of loca l prod ucti on or which 

limi t the imported inputs of an enterprise to the amount 01' foreign exchange it ea rn s from exports 

is a lso regarded as one o f lhe inconsistencies. 

However, with provision of di fferent period for developing member countries. such and other 

unadd ressed inconsistencies are expected to be resolved in the years to come thro ugh negot iations 

and experiences. 

Regardless of these pi tfa ll s. Ethiopia has app li ed for WTO access ion in February 2003, after 

" . 
hav ing been an observer for fi ve years. The dec ision "was ta ken after analyzing the poss ible 

benefi ts from becomin g a member. As per EEA (2004/05), the argument for consent can be 

general ized as fo ll ows; (a) Ethiopia has already undertaken many trade reforms that have lowered 

its own barrie rs and the economy is more open now than in the preced ing regime. which implies 
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the access ion will help the cou ntry to reap larger beneiits [i'om its own trade reforms (b) Ethiopia 

can avai l itse lf to a we ll established processes of impartial di spute settl ement as a member (c) 

Attracti ng foreign direct investment (d) Lobbying of safeguarding inefficient enterprises at the 

expense of nationa l interest will reduce (e) Address ing some of the remaining barriers to trade 

such as high tariffs in some sectors, openin g some rema'ining sectors to fo reign investment and 

adopti ng rul es lor contingent protection such as for anti-dumping. safeguards, subsidies and 

countervail ing duti es (f) Cooperat ing with countries of same interest; and last but not least (g) 

Exchanging intormation wi th future trading partners. Furthermore, it was argued that Ethiopia 

wou ld not benefit from remaining outside the rule-based trading system. Concurrentl y. it is 

admitted that there wi ll be no immediate benelit except to signal the international commun ity that 

Ethiopia 's trade reg ime is bound to internat ional rul es of the game. The intention is to make the 

country read y lor a benefit in the medium to long term peri od. 

In fact. even though, ethiopia is not a member in the WTO it could still benefit through trade 

liberalization of others. Moreover. the bilate ral and multilateral preterent ia l trade agreements 

concluded is benefiting and will keep on running the economy. There is also an option of free 

riding between international trade agreements. However. accession to the WTO involves 

agreement to its basic rules and regulations. These include the multilateral agreements and their 

enforcement through consultation, transparency and di spute settl ement mechani sms. This helps 

the country to promote design of pol icies to an international standard wi thin its own context. and 

improve its institutional standard. This will also increase goodwill of the country in the eyes of 

l'o reign investors and welcomes international agreements that SUPP0rlS the economy. 
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However. on the contrary, meeting these obl igations may be considered as "cost", For example. if 

the country goes on acceding the competit ion w i ll be aga inst countri es that protect and subsidize 

some of its acti vities (particularly the agriculture sector in which it is bel ieved that Ethiopia has a 

comparative advantage), the huge loss expected by mak ing agreements on the issue of services 

and trade related aspects of intellectual property r ights, and the other form ofNTB wh ich is made 

through high sani tary and phytosanitary requirements 61' the developed nations and that the 

country barely affords, 

In rev lewlIlg the above two integrations (i ,e. COMESA and WTO) v is-ii-vis their benefit to 

Ethiop ian economy, though ru le based tradin g agreement looks more inev itab le. it seem to have 

immed iate rea l costs regardl ess the waver from com plete rec iproc ity of trade agreement 

enfo rcemen ts, On the other hand, free riding look as i f it works bu t its beneli t alongside 

preferential treatments are not susta inable, Consequentl y, focusing on COMESA helps in 

strengthening the reg ional and then the individual cou ntri es economic strength through 

cooperat ion and competi tion. and also by increas ing reg ional bargaining power in internationa l 

dealings, However. this integrat ion has shortcomings adsing OLlt of inconsistencies in domesti c 

and reg ional economic pol icies. inst itutional weaknesses, and non complementarities of 

industri es, Thi s could most probab ly sluggish achievements fi'om their schedul e, 
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PART IV 
Major Trade Aspects of Ethiopia 

4. 1 Trade and Trade Facilitating Policy Reforms in Ethiopia 

Sincc the ear ly 1990s. there have been significant poli cy changes made to convert the country' s 

trade regime to outward-oriented. Key policy reforms include liberali zation of foreign trade and 

exchange regimes, decontro l of domestic input and output prices, pub li c sector reform. 

privatization of some enterp rises. tinanc ial market reform and open ing door to forei gn investors. 

Reform ing trade policy has vital importance for transfer 01' techno logy. management know-how 

and for increasing efficiency of economy includin g the non-tradable sector through competition 

for resources. Major I'cfonn in promoting in ternatio nal trade activity is the reduction in tariff and 

non tariff barriers. Under tariff restructuring both tariff rates (the maxim um) and di spersions 

(bands) have been reduced signi fican tly from a max imum rate of 230% to 35% and from a 22 to 

6. respectivel y. Quantitative import restri ct ions are al so made to appl y onl y for used clothes. 

harmful drugs and armaments for security reasons (see Annex IV table /1). 

Concurrently, the exchange rate was tirst devalued by 142% (an adjustl11ent 1'1'0 111 Birr 2.07 to 

5.00 per USD) and then was subjected to be set througll. biding for fore ign currency. This has 

curbed the gap between the parall el exchange rate markets and mitigated the illega l cross border 

trade espec ially in coffee and live animal s. Lately. the exchange rate is al lowed to be determi ned 

accord ing to demand and suppl y conditions in the forei gn exchange market between commercial 

banks. wit h some intervention of the Nati onal Bank or Eth iop ia to smooth out erratie flu ctuations 

in the rate. Curren tly. as at Jul y 2006. one US D is exchanged for around Bi rr 8.9. The exchange 

rate regime can be broadly categori zed as a managed float in g. 
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The export trade sector has also been under consistentmodi li cat ion. Th is was done to motivate 

private sector partic ipation. Some of the actions are the di smant ling of government monopoly in 

coffee tradc and abo li shing the mandatory approval requirement for export contracts by the NBE. 

A foreign exchange retention scheme was also in troduced to all owi ng ex porters to retain 10% or 

thei r proceeds for an indefi ni te period and of cou rsc use/se ll the rema ining within 28-days. All 

duties were also removed for other than coffee exports (DT IS, 2004). 

In addition to thcse, an Export Promot ion Council (EPC) consisting of high level government 

officials, exporters. and service providers led by the Prime Minster was set up in 1992 to design , 

implement and monitor export development pol icies. The EPC was transformed to Ethiopian 

Expo rt Promotion Agency in 1999 to implement a wiele-ranging export development agenda 

including conducting market research; fac il itating participation of exporters in trade fairs , 

exhibitions and trade missions; and disseminating market information. The NBE has also 

established an Export Credit Guarantee Scheme to reduce the risk of export financing by 

commercial banks. Moreover. the Ministry of Foreign Aft'aires has taken some in itiatives to 

promote Eth iopian exports through its commercial attaches in fore ign dip lomatic miss ions (DTIS, 

2004). Though, cross quote there in from Berhanu el. al. (2002) has stated that exporters have not 

benel-ited much from these various government-sponsored export support services due to va rious 

financ ial, ski ll, capac ity and institut ional constraints. 

Other activit ies have also been go ing on in respect to improv ing Ethio pia's market access th rough 

multilateral. reg ional and bilateral negot iati ons and agreements. At the regional leve l, there has 

been a considerable scrutiny to implementing full duty free access with COMESA members. At 

the mu ltilateral level Ethiop ia is compromis ing to jo in the WTO. And last but not least, the 
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country has also conc luded agreements fo r pre ferentia l market accesses. In this respect, the EU 

olTers duty free and quota free access for all Ethiopian export products under its Everyth ing But 

Arms (EBA) init iative. The Un ited States also offe rs duty Fi·ee access fo r a large set of Ethiopian 

prod ucts under irs A I'ri ca Growth and Opportun ity Act (AGOA). 

However. these are not immune from their respect ive defic iencies. For instance, Ethiopia as a 

member of COMESA was expected to adopt the Common Extern al Tariff by 2004. 10 However, 

thi s is not yet impl emented. Thus, it provides no duty free access to other COMESA mem bers 

and therefore docs not enjoy any preferential access for its exports to date. Wi th respect to WTO. 

here have been large controversies in implementing its ru les, especially with those that have to do 

with activiti es that sup press LDC's comparati ve advantage. To date, i.e. un til the latest round of 

the WTO meeting he ld in Jul y 2006. no consensus has been reached to sett le the infamous 

agricu ltu ral subsidy by the industria li zed nat ions. 

Other trade fac ili tat ion activit ies have also been carried out by the country. This ma inly involves 

reforming and bu ilding its institut ions and their capacities. In li ne with th is. its Foreign Direct 

Investment (FD I) policy and inst itu ti onal setup has been changi ng to the better. The present 

system has opened more sectors to foreign in vestors, except for some rese rved for do mesti c 

private investors and the state. Moreover, the country has signed the World Bank 's conventio n on 

the sett lement of In vestment Di spu tes for Nationals of Other States that safeguards equities of 

fo reign in vestmen t. Th e fac il ity offe rs incentives like ful l exemption from customs duti es and 

import tari ffs on all capita l equi pment. 15% on spare parts. exempt ion li·om export taxes. income 

tax holidays varying from one to live years (depending on the sector and region within Ethiopia). 

10 WW)'II.comesa.org 
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taxes deductib le fi'om R&D expenditures and tax-exempt on capital remittance. use of' any 

depreciat ion method on finan c ia l statement, full repatriation of capital and profits, and a 

gua rantee aga inst expropriat ion (OT IS, 2004) . 

The legal structure and content has a lso been rev iewed:·l" this regard re form s such as inclusion 

o f bo th local and foreign investors in the Investment Proc lamation . access to land, reforming th e 

legal framework. enforcement issues, import and export licensi ng, access to bank credit. issues of 

the incentive system and inte ll ectual property rights has been ta ken (OTI S, 2004). 

In summarizi ng th e aforementioned acti v it ies, lot ha s been done in policy retorms and trade 

fac ili ta ti ons. T hese act ions have gene ral ly sh ifted the country's attention towards cxport 

o ri entation. However, it is impe rati ve that institutional re torms have to be carri ed on to increase 

e ffi c ienc ies and policies that facil itate trade. In thi s respect, ex ist ing ones should be rev iewed and 

new ones be des igned in a way that promotes the co un tri es extern a l com petency. In explicit 

statement, even though economic integrations have ci)'sts (lhol are staled in Pari Ill), th e ir 

minimi zat ion a lso comes out of policies that substitutes loses for incomes. For instance, 

foregoing of the marg inal 5% ta riff to benefit fi'om COMESA FTA should be an a lyzed together 

wi th export promot ion act ivit ies to these nations. Not only this. but other polic ies that increases 

co mmercial izatio n of resources, for example land ownership and al lowing local as we ll as foreign 

private in vestors to participate in the present ly restricted activiti es com pensates lor loses that 

co mes out of any form of economic integratio n to some degree. 
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4.2 Ethiopian Trade Performance 

One of the major chall enges of growth in developing countries is the external resou rce imbalance. 

Li ke any other less deve loped nations that transformed to open economy, the bulk of the 

industr ial sector highl y depends on imported inputs. In addition it has been observed that there 

has not been a signifi cant increase in vo lume, di vers ity and market access of exports that makes 

the ex ternal sector de fi cit susta inable. Brief rev iew of these markets is presented as foll ows. 

4.2. J Tile Export Sector 

In spite of some progress in the second half of the 1990s. Ethiopia's export bundle remains 

relatively undi versi fi ed both in terms of products and markets . Moreover, products exported by 

Ethi op ia have been exper iencing dec lining prices in world markets. Even through. some ex ports 

have sometimes becn able to grow in these declining markets by capturing larger market share. 

In discussi ng some facts. between the yea rs 1996-2005. the si mple average quarterly contribu tion 

of Ethiopian ex ports to its nominal GDP at cur rent market price was abo ut 7.5%. In this pe ri od. 

the average quarterl y growth of export earnings was about 4.7 %. In the same peri od and since 

long ago. Ethiop ian ex ports were dominatcd by primary products. The major export products 

inc lude coffee. chat, oi lseeds. hides and skins, pu lses.", meat and meat products. fi·uits and 

vegetab les. bee wax and go ld . Between the years 1997· .. and 2004 alone. income from coffee 

ex port covered about 46% of the total earn ings follo wed by chat, hides and skins, and oilseeds 

with an average share of 12%, 10% and 9%. respectively (See Annex IV. Table2a and Annex f{j 

Fig. /). 
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From the preceding table it can be deduced that coffee has been playing significant rol e in 

generating foreign currency. However. this market has been susceptible to internat iona l coffee 

market price volatil ity and local production shocks. View ing the trend of the percentage share of 

its contribut ion to the total exports for the per iod 1998 and 2004, its role has fallen from around 

60% to around 40%. and in some years even less. Thi s outcome was not due to grater 

di ve rsification of the countri es export. but as a result to falling internati onal market price. At this 

time the export share of oil seeds has increased from arou nd 8% to about 14%. Exports 

aggregated in other categories have also increased from 3% to 12%, trading off for the fa ll of 

coffee share. Within the range of the period , contribution of chat ex port lO the total export 

earnings averaged around 13%, and was relati vely consiStent. 

To tal export earning also depended on the vo lume of exports. As depicted on table 2h of Annex 

IV growth of the volume of ex ports ex hibits some inconsistencies. The annual vo lume of exports 

fo r goods like pu lses and chat in some periods erupts while for some shrinks. The recent trend in 

exports of meat and meat products as well as ex ports of live animals has shown some 

improvement. The vo lati lity of vo lume of exports is attributed to varying weather condit ions and 

removal of sanction lev ied by some Midd le East cou ntri es on meat and meal products (NBE, 

2004/05). 

Though the vo lu me of exports plays huge role in innuencing the outcome of the foreign 

aggregate ea rnings, unit value of indi vidual commod ities at an internationa l market al so plays a 

determini ng function. In thi s respect the va lue of e.xpo rts has experienced ups and downs 

depending on the vo lat ility of the international market. The determining factor in setting pri ces 

can be vielVed ti'om two angles. One is the nature of the goods hindering the ba rgaining power. 
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and international competitiveness as cha ll enged by su bsid ies. In th is respect the nation 's prime 

export coml11od ity has experienced a suppressed price quotation at the international market. 

S imilarly, other exportable items have also experienced some negative shocks (See Annex IV-

tahle 2c) . 

Ethiopi an ex ports have a lso been sufferi ng from lack o f dest inati on divers ity. In this respect, the 

co untry's major trading partners are not far from 20. liOn average, these cou ntries take around 

84% of the tota l exports of the country. Adding anoth er twenty trading pal-tners that rank next to 

the first ones wil l only im prove the market share to 93%, as indicated in th e first tabl e of Annex 

IV. 

In accordance to the theme of this thesis, export destinations are discussed by their economic 

integrati ons. In categor izi ng these nations in different economic grou pings, it is assumed that all 

COMESA members are not members of the WTO, leaving aside the fact that fourteen out of 

nineteen COMESA countries are members of the WTO and of which some of them are found to 

be major trading partners of Ethiopia l2 . As ide geographica l pl"Oximity that al lows a relatively 

inexpensive transaction, the rationales for this assu mption is that economies of COMESA 

members are more "relatively compatible" and th us tend to trad e with each other, lead ing to the 

abidance of its regional trade rules than the global. Moreover. rules th at grew fl"Om within are 

more we lcomed to implement and enforce than the ones that are adopted, rega rdl ess of the 

cha ll enge and the risk in vo lved. 

11 Belgillm. China. Djih()l.{li, Egypl, I'i'ance, Germany, India, Inc/onesia, Israel, Ilaly, Japan. Netherland'!, Saudi 
:-lrabia, Sweden. ,')'wilzerland, United Arab Emirates, United Kingdon}, Unifed Stales, f'el1len und res! ofllie H'orld in 
general .' 

12 Angola. Bllrul7di, Congo. Djibollli, EgYPI. KellYo, Madagascar, Malawi, ;\fowilius, Rwanda SlrGzilal1d. Uganda, 
Zambia and Zimbabwe, 0111 a/which Djibollfi. E.f0P'. Kenya and SlIdan ,rade willi Ethiopia at a relaIively graIer 
amOll11f 
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This is also assumed due to the fact that, on the ru les and regulations of th e WTO, countries w ith 

prior regional integrity are allowed to proceed w ith th eir commitment unless the in tegration 

further alienates other outsiders (by creating prefe rential Fade partners for members only) and its 

existence promotes trade blockade. Any regional partnership can ex ist and even new ones can be 

form ed unless it does not trespass bas ic rules of the WTO. 13 What is more is all COMESA 

members are less deve loped nations hence can practice non-rec iprocal trade agreements for a 

limited per iod of time th rough their spec ial an d differential treatment. This gives so me room to 

exercise COMESA rules to a wider degree and ap pl y prefe rentia l treatmen t to each other. 

According ly, the aforementioned countries are segregated and Djibouti and Egypt were found to 

be representing COMESA membe rs whil e the rema inin g. except Saudi Arabia and Yemen, 

represented WTO members. For improving the approximat ion , another 20 countries are added on 

the bases of better volume of tra nsaction and proximity to Ethi op ia. This increases the simple 

average of the tota l export share to 93% with th e av·erage respective share of exports to 

COMESA , WTO and ROW becomin g 14%.66% and 20% (See fhe nallies and value o(exporls 

to fhese caunfries 011 Annex IV- table I). 

'l,i/Jle 3 or same Annex ind ica tes th at ex ports to COMESA countries are domina ted by Djibouti , 

Egypt, Sudan , Swaziland and Kenya. These countries have been taki ng more than 95% of the 

cou ntry"s exports to COMESA coun tri es for the period 2002-2005 . Somet imes th e aggregate 

value reaches as high as 99%. Of these nations. the exemp lary trading partner in turn is Djibouti 

which most of the times has been sharing over 60% of the exports to COMESA member nations, 

13 Cross refer Sec/ion 3.2.2 
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on crude average. It can also be ca lculated !i'om the preced in g table that export to thi s country is 

st ill one of the highest as competed with the rest of trading partners, i. e. averag ing more than 

11 % lor the period 1997-2004. 

From the other category, out of the prominent members of the WTO. Germany, Ita ly Japan. 

Switzerl and and the United states ha ve been consumi ng Ethiopian ex ports on an nual average 

percentage of 15.8, 7. 1. 10.3 . 5.9 and 5.8 to r the period 1997-2004. The average quarterly exports 

to these countri es for the period 2002 to 2005 ranged between 1.2% to more than 3% of the total 

annual expo,·ts of the coun try. 

In the periphera l market. same table revea ls that exports to non-members countr ies in either of 

the arrangements is estimated around 23% lor the period 1997 to 2004. of which Saudi Arab ia 

takes the lion share 01'33% from their tota l share. 

4.2.2 TIl e Import Sector 

Ethiopian im ports has been very much grater tha n its exports and the gap between the tlVO shows 

an increas ing trend. For the peri od 1996-2005 expendit,II'e on import has been increasing at a 

quarterly average of 8%. For each quarter. the count,'y has been spend ing over 26% of its 

nominal GO P at current market price, on ave rage (see Annex IV-Iable") . 

Ethiop ian im ports are pet roleum. fe rtilizers. chemicals, medica l and pharmaceutical products. 

soap and po li sh. rubber produ cts, paper and paper manu factory. food and li ve animals. tobacco. 

beverages. text ile. clOlhing, glass and glass ware. mewl and metal manufactory. machinery and 
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ai rcraft. road motor vehi cles, e lectri cal materials. telecom apparatus and others. Out of this list 

petroleum, mach inery and aircraft. metal and metal manufactory, road motor vehicles, electrical 

materials and grain takes a significant portion of total spending for imports with their respect ive 

share of 15.5%. 12.5%.9.9%. 11%.8.2% and 5.3% (see Annex IV - tahle5). 

The transaction history of those 10 years indicates that total spend ing on import of major 

commodity groups is increasing. As the aforement ioned and other imported goods are of mostly 

manu facto ry and fue l products the country wo uld face chall enges if attempted to substitute it 

loca ll y. Thus the inev itabil ity of increased spending has become a reality. This increased 

expenses emerged from both the increase of the quantity and unit values of the products. For 

instance, for the period 1995/96-2004/05, vo lume of inlport s of petroleum prod ucts, chem icals. 

medical and pharmaceutical products. metal and metal manufacturing, machinery and aircrafts, 

road motor veh icles, and electri cal materia l have been increasing at a qua rterl y rate of 7%. II %, 

18%, 15%, 12%, 23% and 27%, respectively. even aner normalizing the huge vo lume of imports 

fo r petro leu m, chemica ls and meta l. The respect ive increase of unit va lue of these products we re 

72%.30%, 14%, 22%' .15%, 14% and 14%. For the same pe riod, vo lume of fert ili zer import has 

also been increas ing at an annual rate of 65% with an increasi ng unit va lue of 5% (see Annex IV-

tables 6 and 7) . 

In addition to these goods, the above tables ind icate tllat the country imports high vol ume of 

grain. Th is is due to the fact that the country is not food se lf suffi c ient and food product ion is 

susceptible to natural ca lamities. In the yea rs 1995/96 to 2004/05, the country has im ported 

~ ,\'ormolizing fh e abllormal price increase 0/ 2003 0:/ (lhird quarter) reduces the ol'erage quarferl.v illcrease (?fthe 
1I11il price 10 2. 5%. 
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3,757.060 metri c tones of grai n, which is equivalent to a crude quarterly average 01'95 thousand 

metric tones. And for the period 1999/00 to 2004/05 alone. the rate of import has also been 

increasing at about 28% quarte rl y. 

A simpli tied version of analyzing these transactions is labeling types of imports in to groups. By 

categorizing the imported itel11s into raw materia ls. semi-tini shed , fu el , capita l goods and 

consumer goods, the proportion of total spending for the last nine yea rs, between 1996/97-

2004/05. was found to be 1.6%, 16.6%, 16.8%, 32 .3% and 29%, respective ly (see Annex IV 

table8). 

In analyzing the share of imports by country of origi n, 4% of the countries im ports were from 

COMESA member countries, wh il e 73% and 23% ofthe:·imports were from WTO members and 
: .. 

ROW. 14 

Out of the total imports from COMESA member countries. Djibouti, Egypt and Kenya represents 

over 80% on annual s imple average for the last fo ur yea rs, i.e. 2002-2005. Inclusion of Sudan and 

Swaziland pushes up thi s import coverage to over 95%. Same as the ex port market, outstand ing 

import transacti on have been made with Djibouti. On average. Ethiopia has been import ing about 

46% of its trade in from thi s coun try (i. e. out of the tota l imports from COM ESA countries) in the 

aforesa id period . Unlike the export share, import li'om Ken ya has been fo und to be at a grater 

s imple ave rage of 14% for those fou r years . Trading with Egypt al so stands at 22% per annum 

(AnI/ex IV- table 9). 

14 SOle thaI (he SOI1l!! .j() counJers are used as Ihe case fo r expons a.nd fhe imporl / rol1l these cOllntries averaged 
about 90% o/the rowl qllorlerly impo f'l sfol' the period under revie l~' . 
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In trading wi th the WTO member nations the country hi gh ly imports from Italy, Japan , Chi na. 

German. Un ited States. United Kingdom and Ind ia with around 5% to more than 10% of the 

ann ual average procurement for the years 1997-2004. Imports from non-member nations to either 

of the arrangement are al so huge. As Ethiopia is major expolter to Saud i Arabia it is also the 

major importer from thi s country. i.e. around 11% from the total imports and about 48% or 

imports from non-member nations to neither groups ori ginates from Saud i. Yemen is also another 

partner sharing 2.7% of the tota l spending on imports (see ,11111ex 11'- fable In). 

The aggregate result of both import and export is a hi gher and ever increasing deficit. Calculat ing 

from the export and import tables, what can be deduced is signiticant po rtion of the deticit (i.e. 

around 70% or the total quarte rl y deficit) emerges from on ly trading with fourtecn countries. IS 

Out of these countries. Ethiopia have a higher proportion of deficit with China, Saudi Arabia, 

Uni ted States. India, Italy and Un ited Arab Em ira tes with a respect ive percentage of 11.2%, 13%, 

II %. 7.4%, 7.4% and 6%. In turn , of' a ll tradi ng pa rtners havi ng grater transacti ons with Ethiopia 

it is only with Djibouti and Switzerland that the coun try has a posit ive balance. However, the 

margin with these cou ntries is too low to compensate fo r the tota l deficit. 

From the same tables. eval uating defici t by economic integrat ions indicates that 5% of the total 

de fi cit resulted due to trad ing wi th COMESA members. Most of this de fi cit has in turn occurred 

from trad ing with Egypt. followed by Kenya . Signi fica nt proportion of the nation's trade delicit 

occurred as a result of trading with WTO members. The remaining 25% of the total trade delicit 

grew from trading lVi th countries that are ne ither member states of COM SA nor WTO. Generally. 

15 Be/gil/III, China, Egypt, German),. India. IlCIly, Japan Kenya. Sal/di rJrabia, Sf/dan. Unifed Arab EmiraTes. L'nifed 
f,,'ingdom. Cl7iled SIC/les and Y'emen. 

'1 . 
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these figures indicate that th e co untry is faced w ith increas ing deticit in its terms of trade (TOT) 

as it is defined as the rat io of the price of a country's export commodity to its im po rt commodity 

(and is alternatively called net barter terms of trade) (Bowen e/ al., 1998). In this respect. as thc 

trade de li c it escalates the Ethiopia 's TOT has been deterio rat ing from time to t ime. For th e last 

ten yea rs alo ne, i. e. 1996 to 2005, this va lue has dropped Il'om 0.37 to 0.19 which is a fa ll by 

about 47 %. 

The reaso n beh in d this cou ld be rationalized from the type of traded commod iti es. As indicated 

above. Ethi opia mostl y impo rts intermediate and manufactory products wh ile its exports are 

primary goods. This has mad e the country fa ce dearer goods w ith relatively e lastic prices for 

impo rt, and ine las ti c prices that at t imes encountered by declinin g prices and stiff compet ition on 

its exports. 

This prob lem ca n, howeve r. be mitigated in two different ways. One is through local production 

of th ose goods that are s igni ticant ly contributing for the runoff o f foreign exchange. T hi s in other 

wo rds leads to a re latively c losed economy that would in troduce comparati ve ly disadvantageous 

practices in to its economy. Plain ly speak ing, this action ' is inadvisable s ince esta blishing such 

kind o f industr ies have hi gh overheads with lower returns. O n the contra ry, negoti ations and trade 

agreements able th e cou ntry util izes its comparat ive ly advantageo us sector. For instance, trade 

integrations are agreements that in crease revenue. collective bargaining power and open a 

relatively faire r trading cnvil'Onment, In doi ng so, th e cou ntry should evaluate wh ich particular 

integration co ntributes more to it s eco nom y. Thus. even though committing to both integrat ions 

is plausible it is more advisable for the co untry to focus on concreti z in g its tie with e ither or the 

arran gemen ts in order to be cost effect ive and/or optimize its benetit. 
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In the mean time, th is has to be supported by li fting up domestic institutional standards and 

designing trade facilitation pol icies that go hand in hand with investors ' expectation. Such acti ons 

increase the ve locity of transaction and fue l up economic acti viti es like investment compl imented 

by compatible sav in g. For example, in thi s particular issue, the average quarterly saving rate was 

4.3 % vis-a-vis a 24% gross capital fo rmation wh ich is far be low what is demanded in the last ten 

yea rs. i.e. between years 1996 to 2005. As a result the country was forced to finance thi s 

measurable resource gap from external sources (NBE. 2004105, EEA 2004105 and Eqllar, 200/). 

The general im pli cation of thi s fact is that there st ill . awaits a serious work to mitigate slich 

l'aillll'es. 
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PART V 
Empirical Investigation of the Trade Arrangements 

5.1 Data type and source 

The data set that is plaus ible for analyzing the objective of thi s paper is one that li es under the 

period of liberali zati on . However. tracing the prec ise dataset is diffi cult since liberal izing policy 

reform s are ca rried ou t gradua lly. To thi s effect, what is suggested is considering the time at 

which moves towa rd grater market freedom occurred. The three key measures to ident ify a move 

to liberal ism s: to use the statement of intent such as the date IVhen a World Bank structu ral 

adjustment loan (SAL) is agreed; time of refe rence ·in reformi ng tariffs, quotas. export 

imped iments and promotions and exchange rate misalign'ments: and using criteria like non-tariff 

barrier coverage. average tari ffs, black-market exchange rate premium, IVhether the economy is 

soc ialist or not and whether state monopoly exists over major exports (Greenway, et al. 2002). 

The data set that is coherent to these criterions for the case of Ethi opia is the one after the year 

1992. However. appropriate data hand li ng. like export by destination and import by country of 

origin . has been made lately. Therefore, the researcher used quarterly data betlVeen years 1996 

and 2005. 

The data in puts are export s (X) and imports (M) by destinat ion and country of or igi n. GO P at 

current market price (Y), Gross Domestic Saving (GDS). Gross Capital Format ion (GCF) as a 

proxy to level of in vestmen t and proportionate capital import to tota l import. These data are 

collected from Ethiopian Customs Authority and NI3 E. 
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5.2 Model Specification and Resea rch Methodology 

5.2. 1 Model Specification 

Even though , the above li teratu re rev iew have not arrived at a conclusive resul t that openness 

" 

contr ibutes fo r economic growth. thc ana lysis of th ,is wr it ing begins with thc prcm ise that 

research findings arguing for its positive contr ibution to growth is true, For the case of Ethiopia. 

thi s prcmise can be supported from two angles, One is openness. as it is represented by the ratio 

of exports plus im ports to GOP (Ghatak and Utukuku, J996). can bring the growth of the nat ion. 

I-Jere. shining from inward oriented to export oriented poli cies makes prod ucers foc us on tradab le 

goods. These able qualifi ed customers ea rn att ractive profits . Conseq uent ly. those business 

owners begin to pay more for their emp loyees in order to boost up production through 

motivat ion. This poo ls workers towa rds such sectors that earn ing is re lat ive ly attractive. I-Jence. 

for Eth iopian economy with vo lu mes of unskill cd workers and where al most tota l exports are 

primary produces. opening an economy by promoti ng export ind ustri es increases the per-capita 

income of the actors in that fie ld. Th is. keeping the per-capita consumption fixed at some level. 

wou ld even tu al ly improve the marg ina l propensity to :save (MPS) which in tu rn wou ld be 

avai lab le to r fu rther gross capi tal lo rm at ion (GCF). i.e. investment. At thi s moment. what has to 

bc reminded is that, producers who are getting attractive profits will also bc tempted to prod uce 

more and thi s time by using technolog ica ll y improved machineries by re in vesti ng pa rt of their 

earnings. A fter these mac hi neri es are f'i xed. they are run by current employees who are trained 

and then progress ive ly improve their ski ll through learning by doing with it. 

Hence. in conj unction to these or separate ly, capital imports of Ethiopia thm rough ly averaged 

30% or the tota l imports lor the last decade is expected to contribute for ski ll development 

throu gh the lea rn ing by doing process. I-Jere. assuming abetter pay lor an improved ski ll. workers 
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wou ld tend to look for a better sa lary either Ii'om thei r cu rrent employer or a new one. If' the 

employee is retained at the current work place by increasing the income leve l, then the employer 

wou ld benefit from retained capac ity and increased product ivity fueled by the emp loyee 

motivat ion. On the contrary, if the worker moved to a new work place the new emp loyer and 

colleagues wi ll benefit from knowlcdge spillover over and increased productivity. A t this time, 

emp loyers who forgone skilled employee would not lose nluch since by the time the worker was 

on duty coworkers have learnt some talents th rough knowledge spillover. On behalf or the 

employee, ei ther ways, he/she will benefit f rom an increased income that in turn increascs the 

MPS and thus contributing fo r Gel' (on the basis of the aforementioned assumption). 

The general implicat ion here is that , ou tput/growth of" a nation will not be sub.i ecl to diminishing 

marginal returns f"rom capita l. Rather, growth will be unbounded because of" the return to 

investment in broad capital (i.e. both human and physical car ital). Thus the theory 10 be adopted 

in the mode l fo rmulat ion and which explains such phenomenon sat isfactorily is the neoclassical 

endogenous growth model, particularly the AK model. 

Endogenous growth models are contributions of Romer ( 1986) and Lucas (1988) (Bowcn . et. af. 

1998) . The models share the property that "ecollomic' growth is all endogenous outcome I!l 

economic .I)ls/em. 110/ the result o/.(iJl'ces Ihal impinge. ii-om oUlside forces ". I-Iere, growth is 

expected to be deri ved from growth of human capital and techno logica l progress. The basic 

ingredients of endogenous growth model can be illustrated by a simple AK model. In the most 

rudimentary form , the AI( model elil11 inates (raw) labor from the production function altogether 

and aSSUl11es constant returns to scale on a broader l11easure of capita l by gell ing ri d or the 

assumption of dil11inishing marginal returns to capital accumu lation that was used in the SolO\I 

( 1956) l11odel. 
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To begin Iv ith , let the first functional re lationship of the growth mode l be declared as; 

O< a < 1 .... (5.1 ) 

Where K is physica l capital. 1-1 is the human capital. e is the knowledge leve l of one particular 

country embodied in the human capital, E is global knowledge, A(.) is technical efficiency, j is 

the country. t is time, and Y is aggregate output. Due to the neoclass ical basic assu mptions that 

factors, produces and information !low free ly it is implied that e is assumed to be equ iva lent and 

increase one-for-one with E. Within this framework, international openness wi ll am~ct an 

economis rate 01' growth, in-so-far as the barriers to the fi'ee mo vement of goods, ideas and 

factors of production affect incentives to innovate (i:e . knowledge spillove r effect) , thc 

underl ying productivity 0[' that innovati on or the dissemination of research di scoveries (i.e. the 

technical eftici ency) across national boundaries (Gavin eL aL. 1999). It is also true that there is 

dual benefit from opening an economy. One is nations obtain technica l efficiency from the 

phys ical goods transacted or se rvices rendered while in the second case some of those goods and 

services may possess intangible knowledge embodied within it se lf contributi ng for the 

development of human capital of the nati on through knowledge spill over effect. Thi s implies that 

openness' contributes to growth can be represented through improvement of technica l efficiency 

brought about by the total vol ume of transaction as proxied by 1\(.), and human cap ital 

deve lopment From some of the tran sacted goods and services that embod ied knowledge for 

human capita l deve lopment. 1-1(. ). From these, the production function for a country can be 

rev/rincn as; 

O< a < 1 ... (5.2) 
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Neoc lass ica l production fun ct ion. both in the case of exogenous and endogenous growth mode ls. 

adopts the Cobb-Douglas product ion fun ction to determi ne the level of outp ut. Thus the 

production function is set as; 

y , = A(r),K ,a H ,(e) '-a. . .... .... ....... .. ..... . . .. . ..... . ..... (5.3) 

Accordingly, the growth rate is determined by tak ing the logs and der ivat ives of both sides and is 

staled as'; 

In viewing the accum ulation of each factor of production ; 

K, = I , - 0 K , ..... ... (5.5) 

Wherc I, is the leve l of cap ita l investment made in period I. which can be reprcsentcd by Gross 

Fixed Capital Formati on (GFCF) of that country. Here too. the neoclass ica l assumption slales 

that at equi lib riu m lhe level of G FCF is equivalent to the Gross Domest ic Saving and this sav ing 

is porti on of the total income oflhe country. Thus the find ing is that 

K , = S kY, -0 K , .... (5.6) 

where S, is the marginal propensity to save li'om an income. 

In sim ilar context , the human capital is accum ulated as; 

H ,= S"Y,-oH , ..... . . .................................... (5.7) 

The S" represent s the marginal propensity to in vest on the development of human capita l from 

the tota l income. The human capital ofa nation. in the COntest of thi s mode l, is acq uired fro m the 

knowledge spillover and the lea rning by doing activit ies orthe agents. Residents ora country are 

• " -1'0111 this pain! onwards H , (e) is /"epresel/led by H , " 
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assumed to ob tain this knowledge through the exposure to capital items. I-Ience, the degree of 

learning by doing (o r the investment on human capital , which is assumed to be equal to the 

savin gs made for the in vestment) is ca lcu lated fro m the proport ion of the capital imported to total 

imports. Moreove r. the learning facto r is assumed difTeren l li'om the technical e ffi ciency that is to 

be obta ined !i'om trade (A( T)) due to the fact that. un li ke the later. rega rdless the degree of 

openness of trade to the rest of the wo rld the country 'imports a given level of capital items to 

facilitate its product ion process and keep the economy running. 

What has to be noted he re is that the deprec iation rate of both capitals is assumed to be equal. 

Though. the deprec iation rates of both fac tors differ in actual case, here it is assumed that they are 

equal only for mathematical simplici ty (Bowen, 1998). 

Now, before proceed ing to see ing the growth rate of A( T ). let the growth rate of the above 

facto rs be ca lcu lated. Thi s is done by dividing both sides of the eq uat ions by the respecti ve 

cap ital. 

k SJ - =- - 0 
K K 

and. .... . (5 .8a) 

... .... .... .... . . . . . .. ..... ......... . .... .. ...... (5 .8b) 

To simplify these. let the respective capi tal to output ratio be ass igned by X, and X". which 

consecut ively gives k = S, _ 0 and i-t = S" _ O. At thi s point, to deri ve the growth rate of the 
K X, H X" 

technical produc ti vity the capital rati os are inse rted in the ori gina l product ion fun ction as. 
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y = A( y )a ( y) ,-a X, X" ..... .... . .......... .. (5.9) 

Di vid ing this equation th roughout by )' gives; 

I = A( )a ( ) I-a 
X, X" .............. (5.10) 

Tak ing logs and derivatives, then arra nging of the equati on gives; 

!! = -a X k _ ( I - a) X" ..... . 
A X , X" 

... ... .... ... .... (5 .11) 

Th is implies that positive steady-state growth is onl y possib le if the we ighted average 0 f the 

growth rates o r the capital-ou tput rat ios was negative. H?Wever, the fall ing values of the X, and 

X would im pl y explod ing va lues for the growth rates of K and f-f, which is contrary to the 
" 

steady-state growth rate. Therefore. to mai ntain the growth rate on the steady-state the change in 

A(.) is assumed to be zero. Thi s assumption corresponds to the orig inal A(T) in that the global 

knowledge will not change wit hout new innovation, which is an exogenous determ inant of 

production funct ion. This keeps the technical c lTici ency of the global production fun ction at a 

constan t and thus product ion fu nctions of indi vid ual countries. Hence. the res ul t is techn ical 

effic iency of prod uction for every nation faces a stati c leve l. 

Further imp lication of thi s preposition is th at equat ions ~.:8a and 5.8b would grow with constant 

growth of K and f-f featurin g both X, and X" to be con sta·nt along the steady-state growth rate of 

output. This entai Is: 

X, X" 
X" = S" => 
X, S, 
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This indicates that human capital is represented in the fan;, of capital item. This can be embodied 

in the original production funct ion that di sposed the diminishing marginal returns from the Cobb-

Douglas production fu nction and produces 

y , = ACr), K ,a H,'-a. . ......... ·C5.14) 

y , = ACr) , K,a St, K, .. ( J
,-a 

S, 
.... .. . .... .... .. ........ .. . (5.15) 

y , = ACr), ( ~: r K,.. . .. . ........ ... . (5. 16) 

To put thi s in a linear functional form. thc eq uation is throughout multiplied by In, 

In y, = In ACr), + a In(S,) + cr - a) InCS,) + In K, ...... . .......... (5. 17) 

This model specifies that output is linearl y determined by the level of tcchnical efficiency 

acqu ircd through trading (and that is represcnted by the ratio of tota l exports plus imports to the 

GDP of the country). the saving rate (which is main ly represented by Gross Domestic Savi ng), 

human skill developed as a result of the learning by doing process that is acqu ired through 

ex posurc on capital goods imported and total va luc of capital in vestment (Gross Capital 

Formation) - all at time t. 

According to the proponents of trade libera li zat ion , the theoretica l and mathemati ca l a priories 

anticipate that al l exogenous variables do have a posit ive infl uence on the dependant variable. 

However. opponents of econom ic openness argue that coefficient of trade liberali zation has 

negati ve impact on the output of the nati on. In both cases. the mathemat ica l a priory further 

expects that sav ing rate for in vestment and human skill parameters have elast icit y between zero 

and one. 
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5.2.2 Research Methodology 

In address ing the main objective of thi s paper, which is to compare the robustness of trade 

relati onship between COMESA and WTO, two sepal'ate econometri c regress ion analysis is 

emp loyed simu ltaneously, i. e. one 1'01' each integration, ·This is do ne in the li ght 01' the growth 

theory outlined in the preced ing sec ti on by examining the mul tiva ri ate co-integration and 

causality issues among the vari ab les considered. A necessary precond ition to causality testing is 

to check the co- integrating properti es of the vari ables under consideration since standa rd tests fo r 

causality arc not va lid if co-integrat ion does not cxists. Thus, co- integration analysis and error­

correc ti on models are recommended as an effective remedy. Error-correction models estab li sh 

causa li ty between two vari ab les afte r rei ntrod ucing long-run in l'o rmation into the analysis. Note 

that if two va ri ables are co-integrated, then the granger causa li ty wo uld run in at least one 

di rection. In other words, co-in tegration im pli es causal effects (Ghatak and Ut uku l, 1996). 

Accordingly, the l'o llowing multivariate long-run relationship is anal yzed; 

Y = f(T,S" S", K) .. ..... ..... .......... . .... .. .. .. , . .. .. .. (5. 18) 

Where Y. T. S,. S", and k represents GOP at curre nt market price, measure of trade libera li zation 

measured as (X+M)I Y, Gross do mesti c sav ing for in vestments, proxy of savings made for 

in vestment on human capital (which is proporti on of capital imports) and gross ca pi tal f'ormati on, 

respective ly. Now, import the preceding logarithmi c form of the equat ion and adopt it in 

econometri c model. 

1Y, = ao +aI ITo, + a ,IS" +a,/S,u +a,IK, +U, .. ................ , .. .... .. (5. 19) 

where:-/ represents the natural logarithm t'orm. and 

:- T is trading: with one of its subscri pt " 0 " representing the respecti ve integrations 

(openness ), i. e. WTO or COMESA . 
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In address ing the econometri c procedures, using Engle-Granger CEG) meth od , co-integration and 

error-co rrection mechanism (ECM) consists of two steps. Tile first step is to check for the co­

integrating properties of original se ries using ordinary least square (OLS). 

In appl ying thi s integration and co-integration analys is, a time seri es, say X, . is sa id to be 

integrated of ord er d if aft er differencing d times it becql)1e stationary, and is denoted as X- /(d). 

Moreover. two time-seri es, X, and Y" are said to be co-integration of ord er d, h where d > b > O. 

denoted as; 

X" Y, - I(d) 

if; (a) bo th are I(d ) 

(b) and their linear combinati on a,X,+a]Y , is -e/(d-b). impl ying the res idual of the long 

run regression should be stationary. 

Note; a .lond a. ] are th e co-integrating vectors 

In processing the li rst step. the Dickey-Fuller (OF) and Augmented Di ckey-Fuller (ADF) res idual 

based testes are used to determine the integration leve l and the poss ible co-in tegration (long-run 

stab le relationship) among the vari ables. ,r-

Tlle/ollowing/second step is to see if the error correct ion term is statisti ca ll y signiticant or not, 

using the ECMODs. Note that the rel evant error correction term is included in the standard 

Grange r causa lity procedure if the vari ables have long-run relationshi p. Otherwise. the standard 

granger test is carri ed out without the error-correcti on term (using regress ion by di ITerencin g) . 

lienee. the ECMO D is formu lated as fo llows; 
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m II q P 

DIY, = Po + L>,DIJ~_, + Id,DlT"_J + I J, DIS'U-k) + Ig,DIS"t' -b) 
i=1 j=1 k:c l 

+ L H'I DIK(I_u) + fJ1v'_1 + 5 , ......... . .. . ... .. ............. .. .... . ....... (5 .20) 
., 

where V,.f is the lagged res idual (i.e. error-correcti on term) obtained ['rom the co-integrati ng 

regress ion of the preced ing equation. The lette r D represents the first di fferences. If incase /3) is 

stati sti cal ly signifi cant. it is implied that trade liberali zation , both kinds of sav ings and gross 

capi tal formation mutua lly Granger-cause GOP at ma:rket pri ce. The ECMODs introduce an 

add iti onal channel th rough which Granger causality coul d be detected. This is because if the 

va ri ab les are co-in tegrated, there shoul d be causa l relationship between them. Thi s causa l 

re lation shi p among the va ri abl es provides the short run dynamics necessary to obtai n long run 

equili brium (G hatak and Utu kuL 1996). Thus, unli ke the standard Granger test of causal ity, the 

ECMODs allow ['or the fi nding that trade liberal izat ion Granger-causc output as along as (hc 

error-correcti on term, V,.f. carri es a signi li cant coeftic ienL The interpretat ion that the changes o r 

the lagged independent variab les describe the short run causa l impact and the error correcti on 

term captures the long run effect. 

In processi ng the data using the EG ap proach. the tirst step is to check the level of in tegration and 

co-integration. This is done because most time serious data are not stationary at level and 

in tegration of non-stat ionary data, espec iall y those wi th va rying integrati on level, is diffi cult fo r 

analys is. Thus. unit root test is conducted lIsi ng Dicky-Fuller (OF) testes. However, while 

app lying the test the outpu t suffered from pos itive autocorrelation as ev idenced by lower Du rbi n-

Watson (OW) statistics. Hence. the study appl ied the AO F test to correc t fo r the au to-corre lat ing 
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error terms. In pursui t of making the unit root test. A Ie. is employed for se lecting the lag length . 

Consequently. the sign iticant lag length is found to be one. Next, the test was made lirst without 

drift and trend then followed by a dr ift. The result came out to be non-stat ionary at leve l fo r all 

variab les even at 5% significance and all in al l stationary at their lirst di fference at 1% 

significance for both economic integrations (See Anllex fI, Olilpul I) . 

Fo ll owing equation (5. 19), using the EG approach that assumes the uniq ueness of co-in tegrat ing 

vector, the long run co-integration test was perfo rmed and fo und that there is a stab le/genuine 

long run relationshi p (For example. see O"lplil 6 q/ . illnex V). However. as far as the EG regress ion 

resu lts are concerned, it st ill faces prob lem of lind ing number of co-integrations involved and 

avo iding the adoption of the "probably" biased long' run regress ion res idual from getting 

in vo lved in the short run error correction model. Hence, the Johansen met hod has to be employed 

to mitigate these prob lems. 

In the Johan sen procedure. there is no a prio ry categor ization of variab les as endogenous and 

exogenous. Econometrically, it is poss ible to represent the vari ab les as a vecto r of an unrestri cted 

auto regress ion (VAR) with k lags as lo ll ows. 

2, = B,2,_, + B,2,_, + B32'_3 + ..... + B,2,_, + U, .. .. .. .... .... ......... (5.2 1) 

where Z, is an (n x I) matri x, B, is and (n x n) matrix of parameters, and U, is independent and 

normall y distrib uted with mean of null vector 0 and vector of var iances 0, i. e. U, - IN(O, 0). 

This equation has vector error correction counter part specitied as: 

...... (5.22) 
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The estimates of r, represents the short ru n adjustments while the estimates of n denote the 

long run info rmation. The D, represents the in tercepts and'p redetertnined exogenous variables. 

In determining the rank 'r' of a matrix, if there is full rank (i.e. r=n) where n is the number of 

variab les entered in the co- integration space, it implies that each va riable is co-integrated to itse lf, 

and hence each are 1(0) (stationary). If there is a reduced rank (i.e. r < n), it is poss ible to 

represent n as afJ' where fJ is (n x r) vecto r of long run parameters and the (n x r) a -matrix 

represents the speed of adjustment to the di sequilibriu m. Hence, n Z'_k in the abo ve equation is 

equivalent to afJ' Z,_k and fJ' Z,_k rep resents up to (n-I) li near com binations (co-integrating 

vectors) that insure the convergence of the vector Z, to their long run steady-state path. In such 

circumstances, afJ' Z' _k should be stationary (1(0)) so that the error term becomes white noise 

and testi ng thi s is equivalent to testing that the first r (= n-I) eigen va lues are nonzero wh ile the 

remaining n-r eigen values are zero. If the outcome is a rank of 0 then there is no co-integration, 

that is n is a null matrix imp lying no long run re lationship among the var iables in vol ved and 

estimating by differencing wo uld be app ropriate (Han'is, 1995). 

5.3 Empirical Results 

Foll owing th is, and of course us ing the test of system reduction (oun d in PcFiml software package 

tor determi ning the ap prop riate autoregressive lag length. the first task done was determining the 

number of co-in tegrating vector. Accordingly, using general to specific approach that used lag 

length of fou r (for the reason that the data app lied is querterl y) determining the significan t lag ., 

length was proceeded and the length was tound to be ·'t'vo'· for both regress ion analys is (i .e. tor 
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WTO and COMESA). In the mean time test of number of'" co-integrating vector came out 

rejecting the case of no co-integration wh il e the case of only one co-i ntegrat ing vector is 

supported by the Arnax and A/nICit stati stics in both cases (See Allllex 1", 01llpu12a, 2b, 3a allJ 3b). 

With the support of this find ing. the parameters of the, ,unique relationship is esti mated and 

checked 1'01' any statistica l problems. The preliminary result came out as follows with its 

diagnost ic test having no seria l correlation, norma li ty. heterosedast icity and autoregressive 

conditional heterosedast icity problem for the respecti ve regression analyses; 

Long-run parameter estimates for WTO 

IY, Ik, ISh' lSi' IT(WT01' Constant 

1 . 0000 -0.96 577 - 0 . 35737 0 . 64813 0 . 65824 - 3 . 2315 ..... (5.23) 

Long-run parameter estimates for COMESA 

IY, Ik, ISh, lSi' IT(COMESA1' Constant 

1. 0000 -0 . 94239 - 0 . 52748 -2 . 0497 0 . 57360 -6 . 5333 ...... (5.24) 

In both cases all variab les do have the expected signs an magnitudes, except for gross domestic 

saving (G DS) that is represented by ISit. Howeve r. bel'ore suggesting any explanation towards 

this result it is beller to put some zero-restrictions on (l coefficients to check for its statistical 

sign ificance. Simultaneously, a coeffic ients are also checked for weak erogencity of the 

explanatory variables and the speed of adj ustment of the depcndant va ri ab le. The respecti ve 

resu lt appears stat ing that the GDS along with capita l imports in the case of trading with WTO is 

not sign ificant \-vhi le for the case of COMESA only the GDS happen to be stati stically 

insignificant. The restrictions imposed on the a coefficients also showed that all the exp lanatory 

variables are weakly exogenou s (See .'!nnex v, Ou,pu, -Iaand-lh). 
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A possible argul11ent for the GDS to be stat isti ca ll y insignilkant is that the count ry finances 1110st 

of its investl11 en t fro l11 foreign resources like aids. loans and grants. During the time under 

consideration, Eth iop ia had significant resource gap due to uneven increase in the aggregates of 

saving and investment as a ratio of GDI'. The inadequacy in size of sav ing cou ld also be 

witnessed from the higher leve l of consumption expenditure. The reason for this could also be 

either due to inadequate increase in product ion, a more than proportionate increase in population , 

or combinat ion of both. Thus, this minimal resort of nn~ncing is found stati st ical ly insignifi cant 

to contribute for growth. The other variable. which is at the core of this analys is and found to bc 

stati sticall y insignificant in one of the regress ions, is·the proportion of capital import to total 

il11ports. In the preceding part of thi s paper it was seen that around 30% of the total imports is 

capita l itel11. However. as it is seen in the regression analysis its contribution to growth is found 

to be statisticall y insignificant. This cou ld be due to the data el11ployed at the til11e of cOl11putation 

in that the proportions of capital il11port in both cases were taken si l11i lar. This has a tendency to 

l11ake the knowledge spillover in the case of COMESA significant enough as its relat ive vo lul11e 

to the total trading w ith those nat ions become grater. But, by adl11itting the fact that il11ports li'ol11 

those nat ions' exports is not mostl y capital items. it can be rough ly suggested that volume of 

cap ital il11ports (and its consequent con tribution in knowledge sp illover) is not robust in both 

scenari os. This cou ld l11 ean th at the level of imparl is'. not adequate enough to bring about 

significant change in GDI'. 

The rel11 ainin g variab les in the respect ive regress ions were found to be hi ghly stati sti ca ll y 

signi ncant wi th signs and magnitudes inline w ith the theoretical and stati stical a priories. The 

findin g suggests that trading with WTO nations has a re latively higher negative impact on the 
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GDP than its counter part. Similarly, the vo lume of investment has a relatively hi gher positive 

impact for the case of trading with WTO. 

The generalized implication of the above fi nding is that trad ing with cou ntri es operati ng under 

WTO rules has a higher cost than trading with those of the COMESA. Thi s could be due to the 

hi gher negative terms of trade forgon e in trad in g with those countries. The other variab le 

be li eved to have positive elfect on GDP, but not found to be so in the case of trading with WTO 

and expected to fail in the case of COMESA is the share of capital import. This could mean that 

the volu me of cap ital imp0rl and thus knowledge spillover contribut ing to the growth of the 

country is too low to be signifi cant in both cases. <,', 

So far. the ex istence of long run re lationship is statistically assured and the parameters 

determined. To complete the anal ysis the error correct ion model still remains. The coefficient of 

the short run dynam ics, ther, 's in equation (5.22) have yet to be estimated. Ones the 

cointegration vector is determined. the parameter vector error correction model (PVECM) using 

general to specillc modeling approach can be estimated as; 

k k 

t'111~ = I yit'1/Y,_i + I r , t'1Z"_i + <DD, + a(Ax,jJ,X,_, + ... ) + U, ........... (5.25) 

where thet'1/Y, is change in the log of GDP, i = I .... ,k is the number of lags, t'1ZiH is vector of 

differences of variables other than GDP, and (/J,'X,_,A,X,_, + ... )contains the error correction 

term(s)-co integrating vector. In the procedure the residua l represents the di seq uilibrium in the 

system and the logic of including it in its lag of one form is because di sturbance of a 

contemporaneous period determines the direct ion of the dependant va riable the next period 

(Harris. 1995). 
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As stated earlier. a case of one co- integrating vector is slipported and va riables other thanlY were 

found to be weak ly exogenous in both regressions. Hcnce. residua ls li'om equation (5.23) and 

(5.24) are saved and VECM is estimated as in equat ion (5.25) lor the respecti ve mode of trade 

partners. Based on the above finding. OLS regress ion is app li ed with the assumption of single co­

integration. The resu lt showed that, in the case or trading with WTO nations only the 

contemporaneous GCF and openness happen to affect the GO P positively and negative ly, 

respect ively. The adj ustment term also shows that di sequi librium adjusts towards the long run 

steady state (See AI/llex V, 01111'11150). 

The VECM fo r COMESA also has simi lar resul t with a difference in inclusion of one lag or GCF 

and current va lue or proportion or capi tal imports. Mar~ina li zing the laller variable due to the 

above stated reasons as in the case of the long run. the result on ly accepts lag of GCF 

contribut ing positively lor GOP. Here too. the error te rm 'is fo und to adjust towards the long run 

slead y state Uiee Amlex 1/, O/ilpUl j/)). 

In address ing the main theme or thi s thes is. the VECM also states that there is relative loss in 

trading with the WTO nations. Similar to the above reasoning, thi s has happened due to the 

increas ing gap in trade deficit' with those nations as compared to the other integration. The calise 

of th is can also be traced back to imperfections in trade agreements, form s and terms of econol11 ic 

integrations. and a ll other internal and external pitfall s stated in earli er parts. 
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Part Six 
Conclusion and Policy Implications 

6.1 Con clusion 

Joining alternati ve group(s) to maximize econom ic benelit fro m trading is not an easy road for 

any developing collntry. As one of those cOLIn tr ies. F:thiopia has been facing challenges like 

highcr tariffs on its export bundle in both deve loping and dcve loped countries. On average, 

across the wholc spectrum of countri es, the tariff imposed on products exported by Fthiopia is 25 

percent higher and in some double their average ta rill Not only thi s, but export, are further 

subject to non-tariff barriers like san itary and phytos3nitary requirement s. Therelo re, in order to 

mitigate lose li'om such condit ions Fthiopia has to be vigi lant in choosing terms and conditions of 

its trading partners. 

As history of econoillies, there is no Illuch cont ri bution to growth lorm an in ward ori ented 

cconomy than there is from the outward. In proving this truth, there have been scvcral theories 

dcveloped. HOI,ever. thcre is no elcar-cut theo ry that :Iil.i kcd the benelit of openncss (trade) to 

grolVth. I' rom such linding, or implications that outiva rd ori entation brings around growth . 

countries have becn opening up their door. Eventuall y. there have been some plausible resu lts lor 

some econom! and the contrary for others. 

In linc II-ith this. t..:thiopia has been grad uall y transforming it s economy tOllards an open 

economy. The country is parti cipating in more than one Afri can Regional Trade Integrations. 

Morcovcr. it has been an observer in [he WTO lo r a while and currcntly un dertaking somc 

actions to join the arcna. 
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l3ut. even before these, the country has initiated it seJl' and made signilicantlrade policy changes. 

Key refo rms include libera lization of foreign trade related to import and export. exchange rate 

rcgimcs, dccontrol 01' domcstie input and output priccs. public sector reform. privatization of 

some en terpri ses, tinancial market reform, openi ng the door to foreign in vcstors and getting 

markct access beyond its border. The tacilitat ing and legal institutcs ha ve been also under 

restructuring. Yet. it is argued that all these reforms are not exhaustive. 

But. regardless of these plausible actions, Ethiopia still runs an increasing trade deficit. This grc \V 

out ol'the county's undiversilied export bundle both in terms of products and markets. i.e. intact 

to pr imary product exports vul nerable to price shocks and suffered from market accesses. On the 

contrary, its imports has been very much grate r in vo lume having higher elastic priccs. 

With thesc premises. thi s study is made 10 sequcnce econom ic integration \\ ith COMI~Si\ and 

WTO. The stud) used two identical (pa rallel ) regression equations that adopted neoclassical 

endogenous gro\\th model. The model weighed the benefit of openness with both kinds of 

integrations \\ ith those variables that have trade implications. 

The out come has reve led that trading with WTO natiO!ls' has a more negative impact on output 

than trading with COMESA nations. Moreover, knowledge sp illover has not lirmly exp ressed its 

contribution to the country's growth since it significance \\as not maintained in both cases. This 

could impl) that, even though capital items import have its share of positive contribution to 

grollth through knoll\edge spi ll over. the amOUlll of imports of such items has not notably 

contributed for gro\\ tho 
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6.2 Policy Implications 

The transformation of trade policy. participation In var ious trading arrangements. institutional 

reforms ancl export orientecl trad ing activities is pulling Ethiopia to integrate with number of 

economic communities from dilTerent directions. But. in integrating the country's economic 

policy. F.thiopia could not afford to waste time in clealing II ith all the groups equally ancl at the 

same time. In fact "one package .lils ./iJr a"" kind or strategy is unrealizable rl'Om short and 

mecliulll terms. Especially, in a situat ion of continu ing eros ion or preference and international 

trade rules becom ing no more regulated by boundaries. se lecting a community that has an 

optimum economic benefit is given cmphasis. Such action not only helps in economiLlng 

resources but also states obligations ancl promotes e.ourage 111 performing those reali zable 

commitments. 

Thus, this study forwarcls its policy implication by say in g stronger integration should be 

facilitated with the COMESA member countries firs t in order to develop a stronger bargaining 

power in deal ing II ith ROWand then join the WTO. This enables to lessen the degree of trade 

deficit ancl Improve f'lture prospects of enhancing intraregiona l trade. II1creasc 

negotiation/bargaini ng powers w ith WTO, exhaustive ly benefit from prefcrential treatments, and 

boost UJl investors confidence engaged in production of tradable items. 

The other thing that shoulcl be put to light is the enhancement or privileges to investors ,1110 arc 

determined to involve in manufacturing sector. This ,.vould enable the nation to extract the benefit 

li'om knOll ledge spillover effect and through the learn ing b) doin g process. Moreover. thi s 

incrc:ases the transformation of the countr)'s agricultural eeonom) into an industrial one and 

develops output cOl11p lemclltaril y amongst member nation s and ROW in general. In this respect. 
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the procedures shou ld be designed being cautious of noLiorgoing excess benelit in the limn of 

extended tax holidays, lobbying of safeguarding ineftic.ient industries or subsid). At the same 

time, the country should also design a remcdy that mitigates loss of rcvenuc resulting Ollt of 

reduced tari IT. 

This docs not. however, mean that Eth iopia should completely leave its acti vities on WTO 

accession. A ller all it should be noted that somc COMESA members are also members of WTO 

and some including Ethiopia have appl ied for accession. Thus. collcctivel y "ith nat ions or 

similar interest and at times individually. the country can challenge undes irab le trade te rms and 

reduce the beyond border hurdles that kcpt exports suppressed . 
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ANNEX I 

Gravizl' Model 

From a methodological point of' view, gravity model can be considered as a relational theory. 

which describes thc degree of spatial interaction betwccn two of morc points in a man ncr 

analogues to physical phenomena (Paas. 2002). Class ical grav ity theory states that the allraction 

face lI" between t\\O entities i and j is proportional to the ir respecti ve masses III, and III, and 

inversely proportional to the squared distance (d,i between these entities. Gravity has primarily 

centered on the importance of distance. And it has proven its importancc in describing soc ial 

phenomenon such as population mi gration , flow or gods. money. and information such as tranic 

movement, tourist travel political blocks, patent ri ghts trading groups and various trade 

distortions (Pass. 2002; Cemal. 2003). For indicating thc significance of trade ties bet\\cen 

nations. various forms of decompositions can be follo;vcd', In so doing. other representative 

economic in struments like GDP or pCI' capi ta incomc can substitute the masses, and geographic 

di stance or preferential trade factors can represent the (d,/ . Then. by taking logs of the 

equation. the economctric manipUlation will 1'0110\\. 

The other form of approach begins from a simple thrce-equation model '. First. average income in 

country i is a function of economic interaction with other countries ("international traclc'·). 

economic interaction \Vithin ("within-country trade") and other fa ctors: 

LI1 )', = 0. ~ pr, T } ' Tf', ...... £:{ (I) 

Hcre )', is income pCI' person, 7; is international trade, W, within country trade ancl c, reflects other 

influences on income. As the vast literature on trade describes there are many channels through 

which trade can af'fect income - notably specia li zation through the comparati ve advantage, 

exploitation from increas ing returns from larger markets. exchangc or ideas through 

communication and travel, and sprcaci of technology through in vestment and exposure 10 ne\\ 

goocis. Because proximity promotes all these interactions, the approach cannot identify the 

speei lic mechanism through which trade afrects income . . 

• The approllches can be derivedfrolll Linnemann (J 996) and Anderson (1997), as Clln he 
rcj'erreelji-olll Liyo!lsell' (2005) 
• This sec/ion is quo/celli'om Frankel and Romer (1999). 
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rhe other two eq uations refer to the determinants of international and" ithin-country trade. 

International trade is a funct ion ofa country's proximit) 10 othcr countries. 1'" und other factors: 

T, = VI +IPI', + (5, 

Similarly. the within country trade can be denoted as: 

11', = II i}" -.- '" 

,,'here S, is size orthe country 

... . 

(3) 

The residuals in these equations. C,. ()" and 1', are likely to be correlated. For example. countri es 

with good transaction system or with governmcnt policies that promote competition and rc liance 

on markets to al locate resources are likely 10 have hi gh international and \\ ithin country lI'aelc 

given their geographic characteri stic s, ane! high income given their trade. 

rhe key identify ing assumption to our ana lys is is that countries' gcographic characteri sti cs are 

uncorre latcd \\ itll residuals to eq uati ons (2) and (3). Prox imity and size arc not affected by 

income or by other factors. such us government policics \hat affect income. 

Given the assumption that P and S arc uncorrelated with c. elatu on Y. T. W. I'. and S would allo\\ 

uS to estimate equation (I) by instrumental variables: I' and S are correlated" ith Tand IV lb) (2) 

and (3)]. and are uncorrelated with c (by the identifying assumption). Unlo rlunatel y. obtaining 

dma on within-country trade is difficult to lind. Ideall y we wo uld wantlO measu re the val ue of all 

goods and se rviccs among individual s within a country, both across and "ithin lirms. This 

measure wo uld probably be many times GDP for most countries. But no such measure e~ i s t s. 

Thus. to address thi s (3) is substitutcd into (I) to obtain; 

In Y,=(I + PT, + )' ('7 + ;. S, I- I'J + c, 

= (a I )'11) 1- PTi + )'i. S, I- ()'v, I cJ 

(4) 

(5) 

The identifyi ng assumption implies that 1', and S, are uncorrelated \V ith the composition res idual . 

;'\',~ c,. Thus (4) can be estimated by instrument variable;, "hich f', and S, (and the constants) as 

the instruments. 
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Note that estimation of' (4) yields an estimate not on ly o r fJ international trade's impact in income. 

but also ofy}., country's sizc and impact on income. Since the two components of th is coeflicient 

are not identi lied separately, one cannot obta in an estimate or y, the effect of within-country trade 

on income. But as long as j , is pos itive. that is as long as larger countries havc more within­

country trade- the sign of y is the same as the sign o r yi,. Thus although onc can no t estimate the 

impact of' the within country trade on income, an evidence about its sign can be obtained. 

As argued in the introduct ion part. P,and S,are negativ'eiy correlated: i.e. the larger the country is 

the f'arther its typical res ident with other countr ies. Thus if' one do not control [t)r size in (4), P, 

will be negatively co rrelated with the residual and thus will not be a va lid instrument. Intuitive ly. 

sma I ler countries m'ly engage in more trade with other cou ntries simply because they engage less 

within county trade. Up to this point. the geographic variation in international trade cannot be 

used to identily trade's impact on income. Simila rly. il'we fail to control l'or 7~ in (4) S, will be 

negatively correlated with the residua l. Thus the approach requires [t)r the examination of'the 

impact of both international trade and country size. 

The result thus far provides no t'o rmation about the mechanisms through which trade raises 

income. I-!ence, different deco mpositions can be attempted to resolve this. One of the exemplary 

transl<Jmwtions is made by Frankel and Romer (1999), :that tal lowed Hal I and .l anes (1999) is 

stated as below. 

Suppose output in country i is given by; 

[ ., ],-a 
Yi = k a e"' AN. , " 

(6) 

Where K and tV arc capital and labor, S is worker's average yeas of schooling, (I> (.) gives the 

effects of schooling. and A is a productivity terln. Equation (6) could be used to decompose 

cJirIerences in output per worker into the contributions of capital per worker. schooling and 

product ivity. As Hall and Jones noted, however. an increase in .4 will lead to a higher value of K 

lor a give investmentl·ate. Thus they trans[tmned the equation to: 

Yi = (K ./ y)a/I-a e¢(S,l A N 
I I I I 

(7) 
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Di viding both sidcs b) Ni and taking logs yields 

a 
In(r: / N,) = I -a In(K, / r:) + ¢(S,) + In(A,) (8) 

The loregoing equation enta ils the log of output per worker as the sum of the contributions of 

capi tal depth (rellecting such facto rs as investl1l cnt and population gl'O\I'th). schooling, and 

productivity. Hall and Joncs set a= I/3 and let (/) (.) be a piecewise lincar function wit h 

cocrticients based on l1licroeconomics evidence. Th is allows them to measure each cOl1lponent of 

the last equation other than 111 A, directly from the data and capturing In fI , as residual. 
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ANNEX /I 

New Areas of Domestic Policy Influenced by WTO Rides 

Rules of the WTO is made far-reaching than the one under the rules of the GATT. Some of the 

fundamental issues yet to be resolved are highlighted earlier. Their briel' description 01' those 

points is discussed as i'olloIVs as quoted from (FEA. 2(03/04). 

a. Trade in agriclliture. The agreement in th is regard states that members should convert all non­

tariff barriers into bounded tariffs that represen t the ce iling to which thcy cou ld be raised. and 

reduce and gradually eliminate existing tariffs over a six yea r time. from the year 1996. A special 

safeguard mechanism was also installed that allows coun tri es to impose additional duty if either 

the volume of imports exceeds or the unit priee fa ll s below the triggered level. 

Developing countries are allowed to app ly different rates to tariff reduction and levels of 

domestic support. Such countries shal l have the Ilexuosity to implement reduction commitments 

over a period up to ten years. Governments are allowed to prov ide assistance to encourage 

agriculturc ami rural development. investment and agricu ltural subs idies generally available to 

low-income or resource poor producers. These countri es shall not be forced to undertake 

commitments II ith respect to the provision of subs idy to reduce marketing costs of agricultural 

exports including transaction and transpo rt costs. 

h. Textile und Closing. The agreement on texti le and closing (ATe) was not included in the basic 

GATT rules because long-term bilateral agreements. Iiollever. since 1994 the multi-fiber 

agreement quota was planned to phase out step by step in ten years time, i.e. by January 2005. 

The agreemen t provide tran sitional safeguard measure if increase in im p0rl volumes cause or 

threatens se rious damage to the local industry. and they can be maintained for an maximum of 

three yea rs and invoked on a country by country basis . . HolVever, thi s can on ly be applied on 

products which have not yet been integrated into the mai'ristrcam WTO rules. 

Thc ATe requires mcmbers to take into accoun t ex ports.of developing countries whcn app lying 

the transitional safegua rd provision and to accord mare favomb le treatment when selling 

economic criteri a for imporls I;-om these countries. It a lso prohibits the usc of the provision for 

developing countr~ eAports of cottage industr) handlooms. traditional folk art textile and 

products. 
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c. hade il1 Services. A service refers to a range of' ar.e~s including transport, communication. 

cducation health and finance. among others. cxcepi :.thosc supplied by government. The 

agreement in this secto r requires libernlizat ion or'. trade and investment obstacles. The 

international delivcry of the activity is rcgulated under cross-border supply, consumpt ion broad 

(like touri sm) foreign commercial presence. and presence of'natu ral persons. 

Member country has to provide a sched ule with respect to the sectors chosen to libcl'3lize or 

provide market access . The schedule includes item s, li mitations and conditions on market access 

that f'alls into aggregated program of' li beralizat ion. In accessing markets. developing countries 

should be given fl exi bility in liberali zing fewe r types of transactions and in hlVorable timcframe. 

The participat ion of deVeloping count ri es will be lacilitated through speci lic negotiated 

comm itmen ts including strengthening domest ic services th rough access to technology, improv ing 

access to distribu tion channels and in forma tion netlVork , and liberalizat ion of market access of 

export interest. LDes shall be prov ided spec ial pr iority in the implementation of trade in services. 

Members shall also give consideration to opportunities lor.LDCs in telecoml1lunication services. 

d SuiJsi(O' {I/1(1 Counlerv{liling Measures. In this art;"Clc. aside from direct trnnsfer of funds , 

equ ity infusion and unfetter loan guarantees. revenue forgo ne or not co ll ected such as tax credit 

or provision of goods and services at lower price and purchase of goods at higher prices are 

considered as subs idies. Any member is not allolved to either grant or maintain subsidies upon 

export perforl1lance and upon the use of do mestic over imported goods. Ilowever. assistance for 

resea rch activities, grants to disadvantaged regions within the country and ass istance to promote 

adaptation of ex isti ng fac il ities amo ng all similar fi rl1l s to new environl1lental req uirel1lents are 

excluded li'om such regulations. 

This prohibition docs not include developing co un tries with a pel' capita income of less than 

$ 1000. Other deve lop ing countries are exempted Ic)r a period of' eigh t years. A country ma y, 

however. apply for extension. These countries arc also exempted fi'om the prohibition of' 

subsidies contingenlupon the use of' domesti c over imporled goods Ic)r live years . 
: .... .. 
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e, Antid/lll/ping Measllres, II product is considered as damped if the price of the exported product 

is less than the normal value in the ordinary course of trade, In such cases a country may establish 

its anti-dumping duty that is not grater than the margin of dumping, 

I Saf~gllards, II safeguard mechanism is allowed to be implemented if the vo lume 01' import 

exceeds the volume of local production, The meas\lre' is applied upon investigation b) a 

competent authority, Safeguard measures shall not be applied to products or iginating In 

developing countries whose share of imports does not exceed 3% and the co ll ective import share 

01' the concerned product docs not accounts for not more' than 9% of total imports. Developing 

count ries shall ha ve the right to extend the period of appl ication of a safeguard measures lor up to 

two yea rs beyond thc maximum peri od. wh ich is e ight years. 

g. Sanilary wId PhylO,l'£IIlilOrv Measures. This is a measure appl ied to protect human. animal and 

plan t life or health arising from the entry, establishment or spread of pests. discases. diseasc­

carr) illg or causing organisms, additives. con tam inmions. loxins or disease causing organisms in 

(Joel. beverages or loodstuff 's. Sanitary measu res include all relevant laws, regulations. 

requirements and proccdures including end product criteria. processes and production methods, 

inspection ce rtitication and approval procedures, It also involves quarantine treatments. including 

the transport of animals and plallls or the material s neCCSSar) lor their survival during transport. It 

also includes provision of relevant statistical method. sampling procedures and methods of risk 

assessment. 

This agreemcnt is based on the condition that members necd to ha ve harmonized sanitary and 

phYlOsanitory measures. However. LDCs Illay delay application of the provision lor a period of 

live years li'olll the date of accession. 

II. Trade Nelclfed !lIve,I'llI/enl MI!(1sures(TfUA'fI-) , This article is not delined full) and is leli to 

Illcmbcr countries to decide which acti vities arc regarded illegal with the agreelllents on 

agricu ltural and industrial products. 

. .. . 
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Dcveloping countr ies may deviate from this provision temporarily. They can apply quantitative 

restriction lor balance ofpaymcnl purpose in a manner which lakes account of the continued high 

level ofdemanci for imports likel y to be generated by the programs of ceo nomic development. 

i. Tiw/e Reluted Intelieetual ProjJel'l)' Rights (TRIP,)). The agreement relates to the reduction of 

distort ions and impeciiments of intellectual trade. The subject includes copyrights. tradcmarks. 

geographical indicato rs, industrial design, patents. industria l design. lay-out design of intergraded 

circui ts and protection of undisclosed inltJrlnation. 

j. l'echnicul Barriers tf) Trude (TET). Mcmbers are expected to international tec hnical regulat ions 

and standards of products set by an international standardizing body like ISOIILC which 

otherwise could be barrier to trade. The regulation shall not be restrictive to trade, but fulfill a 

leg itimate act of national security requirement, prevention of deceptive practices, and protecting 

health and safety orthe habitat. 
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Annex IV - Tables 

Ethiopian Ex arts by Destination (in millions of Birr) 

YEAR AUSTRALIA BELGIUM CANADA CHINA DJIBOUTI EGYPT FRANCE Germany 

1996!1 1.57 21.41 4.41 15.78 108.67 4.35 14.17 101.48 

1996/2 1.41 27.79 4.26 34.86 53.82 8.60 19.59 133.65 

1996/3 1.85 21.23 3.27 17.90 82.89 7.95 16.15 61.95 

1996/4 1.60 12.01 3.61 40.16 79.13 8.62 7.50 43.84 

1997/1 2.13 29.03 5.97 21.39 147.31 5.89 19.21 137.56 

1997/2 1.91 37.67 5.78 47.25 72.96 11.66 26.56 181.16 

1997/3 2.51 28.78 4.44 24.26 112.36 10.77 21.90 83.97 

1997/4 2.17 16.27 4.90 54.44 107.27 11.69 10.17 59.42 

1998/1 2.14 29.21 6.Q1 21.52 148.25 5.93 19.34 138.44 

1998/2 1.92 37.92 5.82 47.55 73.43 11.74 26.73 182.32 

1998/3 2.52 28.96 4.47 24.41 113.07 10.84 22.04 84.51 

1998/4 2.18 16.38 4.93 54.78 107.95 11.76 10.24 59.80 

1999!1 1.92 26.17 5.38 19.28 132.81 5.31 17.32 124.02 

1999!2 1.72 33.97 5.21 42.60 65.78 10.52 23.94 163.33 

199913 2.26 25.95 4.00 21.87 101.30 9.71 19.74 75.71 

1999!4 1.96 14.67 4.42 49.08 96.71 10.54 9.17 53.57 

2000!1 1.92 26.20 5.39 19.31 132.98 5.32 17.34 124.18 

2000!2 1.72 34.01 5.22 42.65 65.86 10.53 23.97 163.54 

2000!3 2.26 25.98 4.01 21.90 101 .43 9.73 19.77 75.81 

2000/4 1.96 14.69 4.42 49.14 96.83 10.55 9.18 53.64 

2001/1 3.00 40.99 8 .43 30.20 208.02 8.32 27.13 194.25 

200112 2.70 53.20 8.16 66.72 103.03 16.47 37.50 255.82 

200113 3.54 40.64 6.27 34.26 158.66 15.21 30.92 118.58 

200114 3.07 22.98 6.92 76.87 151.47 16.51 14.36 83 .91 

200211 3.47 22.40 4.54 4.43 147.90 10.19 27.55 154.49 

2002!2 1.10 39.23 4.80 31.09 148.76 18.92 39.28 189.71 

200213 1.75 55.57 5.35 24.81 141.91 11.42 39.96 78.14 

2002!4 2.36 20.26 3.19 14.75 80.27 3.98 7.70 52.82 

2003!1 2.84 35.24 3.83 10.91 466.07 4.02 17.55 126.70 

2003!2 1.51 41.67 5.08 16.46 78.99 0.47 23.02 218.85 

2003!3 2.59 30.88 4.49 16.95 278.91 8.68 24.68 126.36 

2003!4 4.20 23.24 1.34 17.77 301.53 7.55 11.57 36.51 

2004!1 1.83 56.09 6.72 37.03 69.97 6.55 30.17 167.11 

2004/2 5.66 68.83 5.44 48.61 34.81 8.67 36.71 263.00 

2004!3 3.17 36.00 3.99 23.40 42.58 3.76 20.47 127.84 

2004/4 3.26 25.43 8.41 28.88 52.59 4.51 20.88 161.88 

2005/1 3.57 55.Q7 22.43 87 .15 86.20 12.58 32.77 364.76 

2005/2 2.89 65.76 20.43 210.82 135.94 43.06 51.42 374.26 

2005!3 7.83 30.88 12.37 83.68 141.17 43.26 34.36 146.43 

2005!4 1.96 20.98 18 .15 313.33 159.38 62.78 19.11 92.55 

Sum 101 .90 1 ,293 .64 256 .26 1 ,84 8.24 4,989.00 488.93 901.18 5,435.84 

Average 2.55 32.34 6 .41 46 .21 124.73 12.22 22.53 135.90 

Table 1 

Source; Ethiopian Customs Authority 
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Table 1. ( Continuation) 
Ethiopian Exports by Destination (in millions of Birr) 

YEAR GREECE HUNGARY INDIA INDONE. ISRAEL ITALY JAPAN JORDAN 

1996/1 8.54 0.31 13.06 1.46 25.10 46.50 44.68 5.97 

1996/2 5.72 0.39 10.22 4.33 16.76 62.01 87.38 4.19 

1996/3 3.03 0.34 9.67 2.71 25.56 41.33 68.82 6.03 

1996/4 5.58 0.65 8.36 3.15 21.27 36.99 43.81 2.75 

1997/1 11.58 0.41 17.71 1.98 34.02 63.03 60.57 8.09 

1997/2 7.75 0.53 13.85 5.87 22.72 84.06 118.44 5.69 

199713 4.10 0.46 13.10 3.67 34.65 56.03 93.28 8.18 

1997/4 7.56 0.89 11.33 4.27 28.83 50.14 59.38 3.72 

1998/1 11.65 0.42 17.82 1.99 34.24 63.43 60.95 8.14 

1998/2 7.80 0.53 13.94 5.91 22.86 84.60 119.20 5.72 

1998/3 4.1 3 0.47 13.19 3.69 34.87 56.39 93.88 8.23 

1998/4 7.61 0.89 11.40 4.29 29.02 50.46 59.76 3.75 

1999/1 10.44 0.37 15.96 1.78 30.67 56.83 54.61 7.30 

1999/2 6.99 0.47 12.49 5.30 2Q.48 75.79 106.79 5.13 

1999/3 3.70 0.42 11.81 3.31 31.24 50.51 84.10 7.37 

1999/4 6.82 0.80 10.21 3.85 26.00 45.21 53.54 3.36 

2000/1 10.45 0.37 15.99 1.78 30.71 56.90 54.68 7.31 

2000/2 7.00 0.47 12.50 5.30 20.51 75.89 106.92 5.13 

2000/3 3.71 0.42 11.83 3.31 31.28 50.58 84.21 7.38 

2000/4 6.83 0.80 10.23 3.85 26.03 45.26 53.61 3.36 

2001 /1 16.35 0.58 25.01 2.79 48.04 89.01 85.53 11.43 

2001/2 10.95 0.74 19.56 8.30 32.08 118.70 167.26 8.03 

2001/3 5.80 0.65 18.50 5.18 48.93 79.12 131.73 11.55 

2001/4 10.68 1.25 16.00 6.02 40.72 70.80 83.86 5.26 

2002/1 13.58 0.58 22.52 1.04 33.61 93.53 44.82 2.60 

2002/2 7.65 0.61 23.53 3.46 23.14 119.66 125.32 2.66 

2002/3 9.07 0.20 36.45 9.45 64.67 101.00 112.20 6.1 1 

2002/4 16.97 1.26 11.04 7.15 33.89 85.55 83.50 2.57 

2003/1 12.70 0.12 24.44 6.32 37.39 84.16 53.13 21.16 

2003/2 7.16 0.76 17.60 4.97 26.18 112.61 118.70 14.04 

2003/3 3.65 1.04 7.54 1.1 1 26.96 76.22 128.45 6.81 

2003/4 5.08 1.90 20.41 5.25 38.43 43.76 85.13 1.28 

200411 19.55 1.08 31 .06 2.99 66.03 90.68 119.88 12.75 

200412 14.56 1.28 21 .93 22.89 49.46 116.03 238.12 6.50 

2004/3 4.30 0.83 15.38 4.14 45.29 70.44 145.75 15.08 

2004/4 7.79 1.18 20.37 3.79 46.88 81.54 73.75 8.85 

200511 19.89 0.55 18.97 0.00 51.76 74.97 143.55 8.79 

2005/2 15.73 0.14 10.36 1.35 28.91 113.95 193.52 9.12 

2005/3 4.67 0.54 6.45 4.67 52.90 48.38 133.51 21.20 

2005/4 10.69 0.25 10.20 7.34 42.05 62.59 84.64 10.07 

Sum 357.82 25.98 631.97 180.00 1,390.13 2,884.65 3,860.96 302.65 

Average 8.95 0.65 15.80 4.50 34.75 72.12 96.52 7.57 

Source; EthIopIan Customs AuthOrity 
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"able 1. (C ontinuationj 
Ethiopian Exports by Destination (in millions of Birr) ~ .' .. 

KOREA, 
YEAR KENYA REPUBLIC KUWAIT MALAYSIA MOROCCO NETHERLANDS NORWAY PAKISTAN 

199611 1.20 1.22 0.12 2.25 1.69 15.25 0.73 9.07 

199612 0.87 1.36 0.01 3.58 1.07 12.03 1.16 11.58 

199613 1.06 0.65 0.04 5.60 1.11 13.74 0.61 7.14 

199614 2.04 0.71 0.04 3.67 1.39 11.31 0.35 3.20 

199711 1.63 1.65 0.17 3.05 2.29 20.67 0.98 12.29 

199712 1.18 1.84 0.01 4.86 1.46 16.31 1.57 15.70 

199713 1.43 0.89 0.06 7.59 1.50 18.62 0.83 9.68 

199714 2.77 0.96 0.06 4.98 1.89 15.34 0.48 4.34 

199811 1.64 1.66 0.17 3.07 2.30 20.80 0.99 12.37 

199812 1.19 1.86 0.01 4.89 1.47 16.42 1.58 15.80 

199813 1.44 0.89 0.06 7.63 1.51 18.74 0.84 9.74 

199814 2.79 0.97 0.06 5.01 1.90 15.44 0.48 4.37 

199911 1.47 1.49 0.15 2.75 2.06 18.63 0.89 11.08 

199912 1.06 1.66 0.01 4.38 1.31 14.71 1.42 14.15 

199913 1.29 0.80 0.05 6.84 1.35 16.79 0.75 8.73 

199914 2.50 0.87 0.05 4.49 1.70 13.83 0.43 3.92 

200011 1.47 1.49 0.15 2.76 2.07 18.66 0.89 11.10 

200012 1.07 1.67 0.01 4.38 1.32 .. 14.73 1.42 14.17 

200013 1.29 0.80 0.05 6.85 1.35 16.81 0.75 8.74 

200014 2.50 0.87 0.05 4.49 1.70 13.85 0.43 3.92 

200111 2.30 2.33 0.24 4.31 3.23 29.18 1.39 17.36 

200112 1.67 2.60 0.01 6.86 2.06 23.04 2.22 22.17 

200 113 2.02 1.25 0.08 10.71 2.12 26.29 1.18 13.67 

200114 3.91 1.36 0.08 7.03 2.66 21.66 0.67 6.13 

200211 0.18 0.60 0.00 1.13 3.20 8.74 0.35 45.12 

200212 0.02 1.24 0.00 7.12 3.40 8.18 1.29 61.79 

200213 0.00 1.16 0.00 19.88 4.05 15.62 1.66 30.60 

200214 0.02 0.45 0.00 9.07 4.18 5.34 1.60 6.60 

200311 4.40 2.79 0.22 7.14 6.28 13.01 0.00 0.54 

200312 0.87 1.13 0.01 7.34 0.57 20.88 0.00 2.56 

200313 1.66 0.75 0.00 1.26 0.52 9.12 0.00 4.52 

200314 0.21 2.19 0.23 7.86 2.70 6.89 0.00 4.05 

200411 0.38 4.36 0.03 5.72 1.89 45.85 1.77 4.96 

200412 0.33 4.02 0.02 6.37 2.03 23.01 6.74 7.34 

200413 2.77 0.01 0.28 11.94 1.82 57.80 0.00 8.25 

200414 10.11 1.04 0.04 7.92 1.30 49.56 0.03 9.91 

200511 4.88 1.64 0.87 3.13 0.22 60.70 4.41 9.58 

200512 6.98 4.80 0.03 5.49 1.75 47.40 0.89 1.48 

200513 4.63 3.53 0.05 6.31 1.33 24.87 3.40 4.23 

200514 7.16 1.87 0.05 0.48 1.52 31.16 0.85 2.77 

Sum 86.36 63.42 3.58 230.18 79.28 850.96 46.02 454.73 

Averaqe 2.16 1.59 0.09 5.75 1.98 21.27 1.15 11 .37 
Source; Ethiopian Customs AuthOrity 
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Table 1. (C ontinuationj 
Ethiopian Exports by Destination (in millions of Birr) 

SAUDI SINGA SWITZER 
YEAR POLAND ROMANIA ARABIA PORE SOMALIA SPAIN SUDAN SWEDEN LAND 

199611 1.27 1.97 38.90 2.56 16.98 3.22 8.04 3.65 55.43 

199612 0.95 1.60 52.50 3.17 20.77 2.83 6.58 6.26 74.03 

199613 0.74 1.33 50.93 2.94 33.55 ' 2.44 8,95 2.00 38.96 
;' " 

199614 0.77 0.94 47.69 3.07 20.45 3,33 18,23 1,65 54.01 

199711 1,72 2,68 52,73 3,46 23,02 4,36 10,89 4,95 75.14 

199712 1.29 2.16 71,16 4,29 28,15 3.83 8.92 8.48 100,35 

199713 1,00 1,81 69,03 3,98 45,48 3.30 12.13 2,72 52,81 

199714 1.04 1.28 64,64 4,16 27,71 4,52 24,71 2,23 73,21 

199811 1,73 2,69 53,06 3,49 23,17 4,39 10.96 4,98 75,62 

199812 1,30 2.18 71,61 4,32 28,33 3.85 8,98 8,54 100,99 

199813 1,01 1,82 69,47 4,01 45.77 3,32 12.21 2,73 53,15 

199814 1,05 1.28 65.05 4.18 27,89 4.55 24,87 2,24 73,67 

199911 1.55 2.41 47.54 3.12 20,75 3.93 9,82 4.46 67.75 

199912 1,17 1.95 64.15 3.87 25.38 3.45 8,04 7.65 90.48 

199913 0,91 1,63 62,24 3,59 41,01 2,98 10.94 2.45 47.61 

199914 0,94 1,15 58,28 3,75 24,99 4.07 22,28 2, 01 66.00 

200011 1,55 2.42 47.60 3,13 20,78 3,93 9,83 4.47 67,83 

200012 1,17 1,95 64,24 3,88 25,41 3.46 8.05 7,66 90,59 

200013 0.91 1.63 62,32 3,60 41,06 2,98 10.95 2,45 47,68 

2000/4 0.94 1.15 58.35 3.75 25.02 4.08 22.31 2,01 66,09 

2001 11 2,43 3.78 74,46 4.89 32.51 6,15 15,38 6,99 106,11 

200112 1,83 3.05 100.48 6,06 39.75 5.41 12,59 11 ,98 141,71 

200113 1.42 2.55 97.48 5.63 64.23 4,66 17,13 3.83 74,58 

200114 1.47 1.80 91.28 5,87 39,14 6,38 34.89 3,15 103,38 

200211 0,00 8,23 52,59 3,69 49,93 ' 10.41 0.79 3,83 88,27 

200212 0,60 1,03 84,97 4,78 27,61 8.44 0,21 4,52 82,98 

200213 0,00 2,10 62,73 3.03 0.50 6.37 20,09 1,31 52.24 

200214 1,65 1,00 73,34 1,99 9,54 4.77 0,06 0,00 193,63 

200311 6.11 2.43 71.68 1.35 60.33 1,84 4,12 2,55 33.59 

200312 2.26 2.96 74.51 1,06 64,32 3,95 12,06 5.22 88,90 

200313 4.20 4,01 86,86 4,86 118,95 5,39 1.33 5,09 84,86 

200314 1,89 1,91 79,56 2,76 42,24 5,05 47,30 5,05 4,11 

200411 2,20 2,18 79,69 6,92 0,00 4,30 11,62 8,90 170,87 

200412 1.75 7,86 107,03 3,50 0,00 3,66 22.32 22,87 207,73 

200413 0.77 3,25 113,99 4,28 0,44 2,70 39.24 2,28 115,81 

200414 0,77 3,95 92.29 8.28 0.00 12.80 77.00 3.60 9.47 

200511 1.11 0,00 97,86 8,71 1.43 6,93 58.03 15,13 142,87 

200512 3.06 0,00 141 ,58 17,74 69,75 4,07 19.60 18,41 210,84 

200513 0,40 0,00 135,79 11,93 162,64 2.73 4,63 7,64 34.47 

200514 1,27 0,00 124,20 12,82 127,51 1.93 16,14 4,59 203.49 

Sum 58,19 88, 11 3,013,84 192.47 1,476.47 180,78 672.21 220,52 3,521,32 

Averaoe 1.45 2,20 75,35 4,81 36,91 4,52 16,81 5,51 88,03 

Source; Ethiopian Customs Authordy 
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Table 1 . (Con tinuation) 
Ethiopian Exports by Destination (in mil lions of Birr) 

Taiwan, 
Province 

YEAR of China THAILAND TURKEY 

1996/1 0.72 0.82 20.06 

1996/2 2.46 1.61 14.49 

1996/3 0.64 2.55 8.03 

1996/4 0.44 1.28 8.56 

199711 0.97 1.11 27.20 

1997/2 3.33 2.19 19.64 

1997/3 0.87 3.45 10.89 

1997/4 0.60 1.73 11.61 

1998/1 0.98 1.12 27.37 

1998/2 3.35 2.20 19.76 

1998/3 0.88 3.47 10.95 

1998/4 0.60 1.74 11.68 

1999/1 0.88 1.00 24.52 

1999/2 3.00 1.97 17.70 

1999/3 0.79 3.11 9.81 

1999/4 0.54 1.56 10.46 

2000/1 0.88 1.00 24.55 

2000/2 3.01 1.98 17.73 

2000/3 0.79 3.12 9.83 

2000/4 0.54 1.56 10,48 

2001/1 1.37 1.57 38.41 

2001 /2 4.70 3.09 27.73 

200113 1.23 4.87 15.37 

200114 0.84 2.45 16.39 

2002/1 1.66 1.21 6.57 

2002/2 0.53 4.10 14.38 

2002/3 0.26 4.64 16.09 

2002/4 0.99 0.79 15.99 

2003/1 0.67 2.08 22. 19 

2003/2 11.99 3.14 45.38 

2003/3 1.82 2.40 14.93 

2003/4 0.58 2.85 14.70 

2004/1 1.21 2.47 93.36 

2004/2 3.40 1.53 22.85 

200413 1.26 9.32 15.22 

2004/4 1.52 3.96 13.96 

2005/1 1.94 0.08 38.84 

2005/2 2.15 2.95 26.93 

2005/3 1.78 2.52 13.03 

2005/4 0.00 2.35 20.41 

Sum 66.18 96.95 808.06 

Average 1.65 2.42 20.20 

Source; Ethiopian Customs AuthOrity 
e; ROW refers to rest of the world 

UNITED 
ARAB 

EMIRATES 

10.13 

7.74 

12.73 

10.00 

13.72 

10.49 

17.26 

13.56 

13.81 

10.56 

17.37 

13.65 

12.37 

9.46 

15.56 

12.23 

12.39 

9.47 

15.58 

12.24 

19.38 

14.81 

24.37 

19.15 

12.89 

21.11 

36.02 

10.80 

41.10 

15.88 

21.98 

25.31 

16.62 

15.69 

28.84 

36.12 

0.00 

0.00 

0.00 

0.00 

610.38 

15.26 
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UNITED United 
KINGDOM States YEMEN ROW TOTAL 

26.22 41.89 16.49 53.43 750.76 

23.07 46.21 18.78 42.04 831.75 

27.08 30.97 15.62 29.97 670.07 

24.52 17.92 19.80 80.31 654.71 

35.54 56.78 22.35 72.43 1,017.65 

31.27 62.64 25.46 56.99 1,127.43 

36.70 41.98 21.17 40.63 908.28 

33.23 24.29 26.84 108.85 887.45 

35.77 57.14 22.50 72.89 1,024.15 

31.47 63.04 25.62 57.35 1,134.63 

36.94 42.25 21.31 40.89 914.08 

33.44 24.44 27.01 109.55 893. 12 

32.04 51.19 20.15 65.30 917.50 

28.19 56.47 22.95 51.38 1,016.47 

33.09 37.85 19.09 36.63 818.89 

29.96 21.90 24.20 98.14 800.12 

32.08 51.26 20.18 65.39 918.68 

28.23 56.55 22.98 51.45 1,017.79 

33.13 37.90 19.11 36.68 819.95 

30.00 21.92 24.23 98.27 801.15 

50.18 80.18 31.56 102.28 1,437.04 

44.16 88.45 35.95 80.48 1,592.07 

51.83 59.29 29.90 57.37 1,282.60 

46.93 34.29 37.90 153.72 1,253.19 

47.17 52.06 17.61 72.24 1,075.70 

44.14 48.09 20.54 46.04 1,276.03 

45.66 44.46 19.31 48.86 1,134.71 

41.37 23.15 17.74 95.56 946.89 

42.56 73.80 35.01 138.71 1,481.07 

31.58 60.52 37.83 42.41 1,225.41 

33.49 42.26 26.51 47.85 1,269.94 

53.85 27.00 41.94 106.57 1,091.77 

57.03 74.84 44.17 82.73 1,443.56 

49.71 133.94 34.69 97.30 1,728.21 

60.24 88.57 24.25 43.77 1,199.53 

47.05 47.70 45.01 298.12 1,331.53 

50.84 131.55 29.37 110.91 1,770.06 

49.41 125.05 55.36 159.23 2,252.60 

70.69 62.99 55.30 94.68 1,481.88 

39.90 41.47 51.12 112.97 1,722.08 

1,579.78 2,184.28 1,126.92 3,260.37 45,920.49 

39.49 54.61 28.17 81.51 1,148.01 



)Ie 1. (Co nlinuation) 
Ethiopian Exports by Destination (in millions of Birr) 

GDP at 
Current TOTAL Exp. To 

YEAR Mkt. Price Exports COMESA 
1996/1 8,730.15 750.76 122.26 
1996/2 10,258.83 831.75 69 .88 
1996/3 9,109.94 670.07 100.85 
1996/4 9,037.20 654.71 108.03 
1997/1 13,439.03 1,017.65 165.72 
1997/2 15,266.12 1,127.43 94.72 
1997/3 11,599.08 908.28 136.70 
1997/4 11,730.91 887.45 146.43 
1998/1 12,149.52 1,024.15 166.78 
1998/2 14,467.83 1,134.63 95.33 
1998/3 12,234.67 914.08 137.57 
1998/4 11,984.53 893.12 147.37 
1999/1 13,738.74 917.50 149.41 
1999/2 15,706.47 1,016.47 85.40 
1999/3 14,626.80 818.89 123.24 
1999/4 14,023.66 800.12 132.02 
2000/1 15,516.57 918.68 149.60 
2000/2 16,489.36 1,017.79 85.51 
2000/3 14,671.39 819.95 123.40 
2000/4 14,523.32 801.15 132.19 
2001/1 15,558.82 1,437.04 234.02 
2001/2 17,297.73 1,592.07 133.76 
2001/3 13,469.08 1,282.60 193.03 
2001/4 12,856.68 1,253.19 206.78 
2002/1 14,778.52 1,075.70 159.07 
2002/2 16,220.26 1,276.03 167.90 

2002/3 15,378.43 1,134.71 173.43 
2002/4 15,865.29 946.89 84.33 
2003/1 16,009.80 1,481.07 478.61 
2003/2 17,599.05 1,225.41 92.39 
2003/3 19,249.83 1,269.94 290.58 
2003/4 15,062.96 1,091.77 356.59 
2004/1 19,004.29 1,443.56 88.51 
2004/2 20,120.87 1,728.21 66.13 
2004/3 17,614.35 1,199.53 88.35 
2004/4 20,1 08.65 1,331.53 144.21 
2005/1 19,270.93 1,770.06 161.70 
2005/2 22,595.52 2,252.60 205.58 

2005/3 20,443.43 1,481.88 193.69 
2005/4 21,263.82 1,722.08 245.47 
Sum 609,072.43 45,920.49 
Average 15,226 .81 1,148.01 
Source; EthIopIan Customs AuthOrity 
NOle; ROW refers 10 resl oflhe world 

COM. 
ITOT. 
EXP. 

16.28 
840 

15.05 
16.50 
16.28 
8.40 

15.05 
16.50 
16.28 
8.40 

15.05 
16.50 
16.28 
8.40 

1505 
16.50 
16.28 
840 

15.05 
16.50 
16.28 
8.40 

15.05 
16.50 
14.79 
13.16 
15.28 
8.91 

32.32 
7.54 

22.88 
32.66 

6.13 
3.83 
7.37 

10.83 
9. 14 
9. 13 

13.07 
14.25 

558.69 
13.97 

99 

WTO ROW 
Exp.to ITOT. Exp.to /TOT. 
WTO Exp. ROW Exp. 

501.98 66.86 126.52 16.85 
625.33 75.18 136.54 1642 
438.51 6544 130.72 19.51 
378.00 57.74 168.68 25.76 
680.43 66.86 171 .50 16.85 
847.62 75.18 185.09 16.42 
594.40 6544 177.19 19.51 
512.37 57.74 228.65 25.76 
684.77 66.86 172.60 16.85 
853.04 75. 18 186.27 16.42 
598.19 6544 178.32 19.51 
515.65 57.74 230.11 25. 76 
613.46 66.86 154.62 16.85 
764.21 75.18 166.87 16.42 
535.90 65.44 159.75 19.51 
461.95 57.74 206.14 25. 76 
614.25 66.86 154.82 16.85 
765.19 75.18 167.09 16.42 
536.59 6544 159.95 19.51 
462.55 57.74 206.41 25.76 

-

960.85 66.86 242.18 16.85 
1,196.95 75.18 261 .36 1642 

839.36 65.44 250.21 19.51 
723.53 57. 74 322.88 25. 76 
722.61 67. 18 194.02 1804 
928.45 72. 76 179.68 1408 
829.63 73. 11 131 .66 11.60 
665.38 70.27 197.18 20.82 
696.05 47.00 306.41 20.69 
901 .96 73.60 231.07 18.86 
697.36 54.91 282.00 22.21 
464.29 42.53 270.89 24.81 

1,147.26 7947 207.79 14.39 
1,419.66 82.15 242.43 1403 

927.47 77.32 183.71 15.32 
750.38 56.35 436 .94 32.81 

1,366.85 77.22 241.51 13.64 
1,618.96 71 .87 428.06 19.00 

838.01 56.55 450.18 30.38 
1,060.82 61.60 415.79 24.14 

2655.23 78608 
66.38 19.65 



Percentage Share of Earnings from Major Export Comodities to Total Exports 

Meat & 
Hides & Meat 

period Coffee Oil Seeds Skins Pulses Prodts. 
1997 70 8 8 2 1 
1998 58 7 7 3 1 
1999 54 6 7 2 1 
2000 39 7 16 2 0 
2001 36 7 12 7 0 
2002 34 10 11 4 1 
2003 37 14 7 4 1 
2004 41 13 8 4 2 

Table 20 
Source: NBE Annual Report (2004/05); 

Volume of Exports, by Major Commodity Groups 
(In Metric Tons) 

Hides Meat & 
& Meat 

Period Coffee Oil Seeds Skins Pu lses Prodts. 
1996/97 123166 
1997/98 120050 
1998/99 101232 
1999/00 116558 
2000/01 99134 

2001/02 110347 
2002/03 126128 
2003/04 156409 

2004/05 161061 
Table 2b 
Source: NBE Annual Report (2004105) ; 

14069 8648 30468 
66554 7852 30909 
51366 5824 29833 
43131 8604 23527 
55051 12409 26861 
76604 10334 109227 
82801 10545 66154 

105945 9401 73280 

140737 15403 121653 

.... ~4..t\ .. \ .... ~~-
... ~&~ 3l~ ~) " \~~~~~"-:~-t. \\ .. y 

~') ... 1.Y' 
<I 

1716 
1529 
2078 
1977 
870 
662 

1722 
4007 

7274 

100 

Fruits & 
Veget. 

1 
1 
1 
1 
2 
2 
2 
2 

Fruits & 
Veget. 

21834 
17010 
19394 
20734 
17030 
29696 
25304 
36844 

37906 

, 

Grand 
Chat Gold Others Total 

7 0 3 100 
12 5 6 100 
16 7 6 100 
13 6 14 100 
11 8 16 100 
12 9 18 100 
15 8 11 100 
12 6 12 100 

I Live 
S~gar Animals Chat Bees Wax Gold 

13150 1305 5031 314 5 
0 1324 5981 995 0 

6643 919 9702 · 350 0 
17209 1766 15684 217 3 
57005 214 11928 311 5 
58041 166 9377 285 5 
77000 607 6106 184 5 
16016 3141 43671 433 4 

15001 9126 19426 383 4 



Unit Value of Exports by Major Commodity Groups (in Bi rr) 
Hides & Fru its & Meat & Meat Live 

Period Coffee Oil Seeds Pulses Chat Skins Veget. Prodts . Animals Sugar 
1996/97 18.73 5.28 2.88 39.66 43.04 2.1 14.08 8.58 
1997/98 24.07 4.73 3.33 45.54 44.28 1.85 19.18 7.98 
1998/99 20.87 5.28 3.41 45.87 41.73 2.09 15.23 6.23 0.19 
1999/00 18.31 5.92 3.4 39.45 33.29 2.13 16.55 8 1.39 
2000/01 15.33 4 .9 2.71 42.8 51 .07 2.68 16.52 7.03 1.2 
2001/02 12.63 3.64 2.58 44.65 45.91 2.7 14.22 43.05 1.47 
2002/03 11 .25 4.78 2.59 81 .54 42.49 3.25 12.07 6.8 2 
2003/04 12.32 6.73 2.66 40.99 39.98 2.98 16.64 5.24 5.53 
2004/05 18.02 6.29 2.52 44.51 37.66 3.67 17.36 12.15 0.35 

Table 2c 
Source: NBE Annual Report (2004/05); 

EXDorts to COMES A Counties ( in DGrCentaoe) 

YEAR Diibouti Eavot Kenva Sudan Swaziland Sum 

2002/3 24.88 1.71 0.03 0.13 0.67 27.42 

2002/6 25.02 3.18 0.00 0.04 0.25 28.49 

2002/9 23.87 1.92 0.00 3.38 0.07 29.24 

2002112 1350 0.67 0.00 0.01 0.59 14.78 

2003/3 37.74 0.33 0.36 0.33 0.27 39.02 

2003/6 6.40 0.04 0.07 0.98 0.16 7.64 

2003/9 22.58 0.70 0.13 0.11 0.48 24."01 ' 

2003/12 24.42 0.61 0.02 3.83 0.01 28.88 

200413 15.52 1.45 0.08 2.58 0.32 1996 

2004/6 7.72 1.92 0.07 4.95 9.46 24.14 

2004/9 9.45 0.83 0.61 8.71 0.00 19.60 

2004/12 11.67 1.00 224 17.08 0.00 32.00 

2005/3 10.33 1.51 059 6.96 0.55 19.94 

2005/6 1630 5.16 084 2.35 1.05 25.69 

2005/9 16.92 5.19 056 0.55 0.34 23.56 

2005/12 19 11 7.53 0.86 1.93 068 30.10 
--

Table 3 
Source; Ethiopian Customs Authority 
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Total Imports by Economic Grou inq (in millions of Birr) 

Growth 
Total GDP (M/Y) Rate 

YEAR IMPORT at CMP '100 of M. 

1996/1 2,019 .10 8,730.15 23.13 -
1996/2 2,152.17 10,258.83 20.98 6.59 
1996/3 2,299.10 9,109.94 25.24 6.83 
1996/4 2,707.43 9,037.20 29.96 17.76 
1997/1 1,536.24 13,439.03 11.43 -43.26 
1997/2 1,763.72 15,266.12 11.55 14.81 
1997/3 1,894.24 11,599.08 16.33 7.40 
1997/4 2,458.94 11,730.91 20.96 29.81 
1998/1 2,400.48 12,149.52 19.76 -2.38 
1998/2 2,755.93 14,467.83 19.05 14.81 
1998/3 2,959.88 12,234.67 24.19 7.40 
1998/4 3,842.27 11,984.53 32.06 29.81 
1999/1 2,492.48 13,738.74 18.14 -35.13 
1999/2 2,861.56 15,706.47 18.22 14.81 
1999/3 3,073.33 14,626.80 21.01 7.40 
1999/4 3,989.54 14,023.66 28.45 29.81 
2000/1 2,397.73 15,516.57 15.45 -39.90 
2000/2 2,752.77 16,489.36 16.69 14.81 
2000/3 2,956.49 14,671.39 20.15 7.40 
2000/4 3,837.87 14,523.32 26.43 29.81 
2001 /1 3,451 .24 15,558.82 22.18 -1007 
2001/2 3,962.29 17,297.73 22.91 14.81 
2001/3 4,255.51 13,469.08 31.59 7.40 
2001/4 5,524.16 12,856.68 42.97 29.81 
200211 2,989.76 14,778.52 20.23 -45.88 

2002/2 3,344.21 16,220.26 20.62 11.86 
2002/3 3,505.00 15,378.43 22.79 4.81 
2002/4 3,891.39 15,865.29 24.53 11.02 
2003/1 3,106.39 16,009.80 19.40 -20.17 
2003/2 4,504.54 17,599.05 25.60 45.01 
2003/3 4,584.45 19,249.83 23.82 1.77 
2003/4 10,793.89 15,062.96 71.66 135.45 
2004/1 6,030.63 19,004.29 31. 73 -44.13 
2004/2 6,069.69 20,120.87 30.17 0.65 
2004/3 7,398.49 17,614.35 42.00 21.89 
2004/4 6,848.95 20,108.65 34.06 -7.43 
2005/1 7,208.11 19,270.93 37.40 5.24 
2005/2 8,212.56 22,595.52 36.35 13.93 
2005/3 8,295.89 20,443.43 40.58 1.01 
2005/4 8,874.77 21,263.82 41.74 6.98 

Table 4 
No!e; the shaded paris are in percentage 

ROW refers to res! of the world 

M. from 
COMESA 

102.43 
107.40 
125.53 
137.90 

43 .70 
51.71 
61 .24 
65.07 
59.26 
68.16 
80.78 
89.32 
64.86 
79.36 
95.83 

109.09 
56.97 
70.05 
84.77 
97.11 
80.43 
93.76 

112.47 
128.35 
172.45 
169.90 
309.41 
190.20 
202 .76 
231.89 
215.49 
534.65 
282.39 
358.18 
318.92 
337.77 
408.84 
350.49 
348.67 
331.53 

M. from M. from 
ClTot. M WTO 

5.07 1,371.34 

4.99 1,469.79 

5.46 1,524.70 

5.09 2,290 .76 
2.84 1,264.07 
2.93 1,379.97 
3.23 1,445.07 
2.65 2,080.50 

2.47 1,692.47 
2.47 1,671.46 
2.73 1,653.76 

· 2.32 2,850 .04 
2.60 1,953.83 
2.77 2,201.31 
3.12 2,282 .00 
2.73 3,304.94 

2.38 1,679.25 
2.54 1,933.44 
2.87 1,931.47 
2.53 3,014.85 
2.33 2,539.44 
2.37 2,748.75 

2.64 2,786.86 

2.32 4,344.61 
5.77 2,444.14 

5.08 2,254.59 
8.83 2,729.90 
4.89 3,122.70 

6.53 2,422.50 
5.15 2,885.05 

4.70 2,942.81 
·4.95 8,914.57 

4.68 4,547.87 

5.90 4,491.50 
4.31 4,382.07 

4.93 4,584.71 

5.67 4,617.86 

4.27 5,880.23 
4.20 5,585.33 
3.74 6,817.88 

Source; Ethiopian Customs Authority, NEE 2004105 and Equar 200 I 
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M. from M. from 
WTO/ M from ROW/ 
Tot. M ROW Tot. M 

67.92 545.33 27.01 
68.29 574.98 26.72 
66.32 648.87 28.22 
84.61 278.77 10.30 
82.28 228.47 14.87 
78.24 332.03 18.83 
76.29 387.93 20.48 
84.61 313.37 12.74 
70.51 648.75 27.03 
60.65 1,016.32 36.88 
55.87 1,225.34 41.40 
74.18 902.91 23.50 
78.39 473.79 19.01 
76.93 580.89 20.30 
74.25 695.50 22.63 
82.84 575.51 14.43 
70.03 661 .51 27.59 
70.24 749.28 27.22 
65.33 940.25 31.80 
78.56 725.91 18.91 
73.58 831.37 24.09 
69.37 1,119.78 28.26 
65.49 1,356.18 31.87 
78.65 1,051.19 19.03 
81.75 373.17 12.48 
67.42 919.73 27.50 
77.89 465 .69 13.29 
80.25 578.49 14.87 
77.98 481 .12 15.49 
64.05 1,387.60 30.80 
64.19 1,426.14 31.11 
82.59 1,344.66 12.46 
75.4 1 1,200.37 19.90 
74.00 1,220.02 20.10 
59.23 2,697.50 36.46 
66.94 1,926.47 28.13 
64.06 2,181.41 30.26 
71.60 1,981.84 24.13 
67.33 2,361 .89 28.47 
76.82 1,725 .36 19.44 



Value of I rnpOI'IS, by iVlajor Commodity Groups 

(In Thou sa nds of Birr) 

Medical Paper 
Food & & & 

Live Petroleum Pharm. Soap & Rubber Paper 
Period Animals Beverage Tobacco Prod . Chemicals Fertilizers Prod Polish Prod. Mantc. 

1995/96 575,263 21,210 7,241 485,912 161 ,265 330,578 165,785 64,023 279,453 81,700 

1996/97 37,222 8,590 93 1,427,200 47,021 173,813 77,317 55,593 188,170 78,351 

1997/98 72,853 35,583 18,402 2,099,046 99,001 51,224 142,163 81,408 274,938 169,841 

1998/99 558,422 37,405 26,393 1,306,707 142,008 377,582 315,940 100,718 345,274 199,440 

1999/00 766,560 34,647 27,129 2,012,189 140,912 336,379 246,179 92,105 273,429 163,924 

2000/01 641 ,597 34,628 28,561 2,151 ,326 153,782 126,860 293,784 140,236 408,838 217,050 

2001 /02 1,365,581 35,886 48,550 2,202,554 145,066 560,257 358,994 128,51 3 340,956 269,684 

2002/03 1,697,566 33,509 35,614 2,463,917 165,902 462,662 352,193 145,207 376,787 218,152 

2003/04 1,981 ,297 36,937 37,348 2,608,285 201 ,668 923,523 636,324 173,378 41 7,410 329,915 

2004/05 1,566,093 52,090 52,034 5,736,666 250,951 1,055,294 671,524 240,863 536,827 434,417 
Table 5 

Table 5 (Continued) 

Glass & Metal & Road 
Glass Metal Machinery Motor Electrical Telecomm. GRAND 

Textiles Clothings Ware Mante. & Aircraft Vehicles Materials Grain· Appara. Others TOTAL 

308,065 76,391 32,944 709,985 854,155 1,393,422 328,577 506,124 51 ,400 1,780,875 7,708,246 

414,162 69,542 40,789 973,897 1,414,978 1,117,480 636,728 8,328 17,108 1,914,438 8,505,200 

396,757 114,866 41,452 969,100 1,099,417 795,978 776,492 18,160 14,950 2,084,987 9,338,459 

473,804 230,897 69,704 1,416,817 1,375,843 1,390,946 1,032,004 340,647 42,305 2,259,793 11 ,702,004 

433,134 279,885 58,403 919,528 1,351,512 1,548,459 938,299 646,316 32,656 1,783,333 11 ,438,661 

461 ,188 345,433 88,056 1,188,971 1,480,393 1,456,285 782,018 461,335 66,419 2,248,531 12,313,956 

471,499 467,110 72,787 1,359,231 1,667,774 1,435,245 893,039 1,246,119 101,456 3,364,964 14,485,289 

599,604 478,039 78,075 1,311 ,504 1,963,002 1,817,630 1,059,754 1,580,973 111,634 2,564,097 15,934,848 

606,295 601,949 104,362 2,012,945 2,397,183 2,124,501 2,447,540 1,573,618 502,494 4,152,333 22,295,690 

774,285 836,015 125,294 3,476,768 4,553,244 2,811,972 3,062,726 1,334,778 344,108 4,853,003 31,434,174 

Source: National Bank of Ethiopia 

• -Included in "Food & Live Animals" . 
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Volume of Imports, by Major Commodity Groups 

(In Metric Tons) 

Medical & 
Food & Live Petroleum Pharm. Soap& 

Period Animals Beverages Tobacco Prod. . Chemicals Fertilizers Prod Polish 

1995196 23777 45 473 111272 11978 2546 356 1859 

Qtr.1I 252882 512 6 20241 5784 11000 367 5273 

Qtr.1I1 7539 157 3 82074 5044 24025 882 4597 

Qtr. IV 38081 875 7 120044 11071 77806 504 5916 

1996/97 2789 197 16 130792 3825 0 867 7576 

Qtr. 1I 617 1 216 0 3391 4791 75770 694 5986 

Qtr.1I1 2091 183 217 2435 3202 25535 609 9695 

Qtr.IV 2018 580 0 95652 3978 0 1493 7034 

1997198 2278 448 6 279629 4490 0 531 6276 

Qtr.1I 11034 522 5 124953 3552 24 284 4158 

Qtr.1I1 2119 356 12 1108919 6137 19172 649 2332 

QtrN 15404 341 327 344147 2590 17030 703 5383 

1998199 82895 429 21 581410 2972 103311 1648 13051 

Qtr.ll 137990 2467 178 1910003 5035 47021 3336 6257 

Qtr.ll l 10535 276 494 130808 113826 25110 1287 4953 

Qtr.IV 57425 636 4 68977 8577 50877 1215 7103 

1999/00 120041 534 81 410821 17415 82539 1420 4124 

Qtr.1I 193206 295 438 165979 6482 70290 1021 6755 

Qtr.11I 49219 1430 203 200030 3491 54992 375 4447 

Qtr.IV 28813 359 212 318053 6848 26027 309 2991 

2000/01 24035 191 4 236123 5037 74435 399 5683 

Qtr. 1I 57458 453 342 142515 4140 68 930 6902 

atr.111 128019 647 639 200593 4953 4646 577 4715 

Qtr. IV 210927 455 20 370813 16164 376 914 11 560 

200 1/02 176715 222 323 219864 6002 77622 962 6093 

Qtr.1I 376708 297 319 439023 4159 100096 989 5227 

atr.1I1 111668 258 480 91071 3522 18505 1368 7630 

QIV 73001 302 662 194963 5225 106187 817 6699 

2002/03 144464.9 243.1 33.1 263139 3698.0 101582.6 912.6 7663.9 

Qtr.1I 140280.5 360.8 33.0 324657 3635.8 93131.2 977.6 8249.5 

Qtr. 1I1 3341 20.6 265.7 433. 1 549970.0 4561.8 52438.8 774.3 4150.6 

Qtr.IV 26275.5 383.0 225.2 323194.0 7681.9 5105.9 838.1 7783.3 

2003/04 71742.6 280.8 32.7 177664 4862.6 4214.1 1280.8 7666.3 

Qtr.1I 242587.7 496.3 270.3 275164 .0 7067.7 32574.4 1370.0 9560.7 

Qtr.1I 1 200861 .2 396.1 282.8 346278.2 4832.1 158586.5 2476.2 7963.6 

Qtr. IV 12861.7 259.9 152.6 234633 6352.3 187298.4 2992.0 8479.6 

2004/05 15462.8 745.0 214.5 764858 4739.6 7617.4 1010.3 8536.3 

Qtr.ll 2241 .9 293.5 188.1 292256 5105.4 100427.8 1691.3 10729.0 

Qtr.111 69553.3 395.1 464 .5 506976.2 7957.7 74330.2 825.5 11024.5 

Qlr.lv 255141 .0 372.0 52.5 259132.0 9533.9 169640.0 986.0 11203.0 
Table 6 
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Table 6 (continued) 

Volume of Imports, by Major Commodity Groups 

(In Metric Tons) 
Paper Glass 

& & Metal & Road 
Rubber Paper Glass Metal Machinery Motor Electrical 

Period Prod. Manfe. Textiles Clothino Ware Manfc. & Aircraft Vehicles Materials Grain-

1995/96 4589 2310 4000 443 1937 25157 · 18381 7393 1741 23505 

OIL II 2943 1284 5667 2747 960 22038 5636 10051 3890 246918 

OILIlI 4245 2450 4068 632 1761 40655 15717 15524 2834 6885 

OILIV 2598 1791 2766 987 1221 31912 2571 8220 4023 35974 

1996/97 4914 6331 19804 925 2220 42937 4904 9223 5351 1370 

Otr.1t 4889 2001 6179 644 1294 58799 7095 9860 4501 916 

Olr.1I1 7305 101 12 6591 4513 1346 38692 4391 8605 6557 728 

air. IV 5991 4363 9731 1418 1468 54322 7968 11249 30542 1006 

1997/98 3465 5620 5874 960 1732 36754 4440 7083 4584 1242 

Olr.11 2907 6053 7701 1148 1009 37165 7027 4889 4832 9513 

OILII I 4631 3369 7929 1433 1187 44076 8107 4050 4237 757 

OILIV 3797 5271 5177 1143 2243 45623 4541 4459 6872 11416 

1998/99 2774 5657 4320 1659 3300 47802 4321 5864 6669 80180 

Olr.1I 7561 9558 10347 2260 4020 60852 8322 14220 5157 131785 

01r.1I1 4950 14697 24611 3577 2878 53093 16082 54004 25332 7811 

Olr.IV 5729 6051 24626 2308 2120 37701 16898 62041 9213 38181 

1999/00 7192 8270 49389 3332 3163 44061 12073 2321 4 5858 113411 

OILII 3462 4557 8277 2289 2294 41682 5446 42856 4867 185232 

OIL IIi 38727 41 343 6260 2465 2402 61061 5335 8554 6226 39202 

Qtr.IV 4085 359252 7077 2091 2627 51958 5963 5596 4419 22273 

2000/01 5095 6887 4016 2677 3009 40855 4823 7409 3862 18151 

OILIl 3916 77174 6395 9574 4478 78947 7866 43357 6401 44851 

OILIlI 6906 7162 5783 4297 3126 49039 7902 27595 5352 117249 

OIr.IV 6482 9079 4487 4014 4642 93002 6373 13424 8806 180067 

2001/02 4954 11867 4786 4536 3689 54056 5839 19728 5380 170348 

OIL II 5474 8465 9049 5567 3002 83895 6310 6633 6203 347727 

OILIIi 2656 5895 4917 5338 3194 70527 6463 10445 6368 104841 

OIV 4499 5989 7878 3920 2016 64987 5350 11111 7256 70599 

2002/03 3855.7 9959.0 7777.2 4221 .1 3909.8 85528.2 6860.1 8713.9 6942.9 135692.9 

OIL II 3783.8 4217.1 6184.6 4268.6 2906.2 58456.3 7562.3 7631.4 5096.9 129797.5 

Olr.11I 4115.9 12673.8 12041 .0 4935.1 3390.9 54434.3 8193.6 10435.9 6456.2 332469.0 

OIL IV 6640.2 9075.9 7897.6 4800.7 3592.6 58571 .0 6956.1 7566.8 10832.8 23040.2 

2003/04 4320.2 12908.8 5963.8 9174.7 3803.5 55384.0 8134.1 9236.1 10268.7 65848.0 

OILIl 6964.1 10054A 12602.7 7501 .0 4105.7 144268.0 11991.6 14565A 11264.3 238596.1 

Olr.111 5742.3 9719.7 11500.5 8122.3 5883.1 9178.9 9164.5 10967.7 20334.0 160832.1 

OIL IV 4227.1 13364.9 10551.7 6039 A 6300.4 84870.3 9362.9 6919.7 13053.2 163535A 

2004105 5383.5 13388.9 6380.3 5690.4 4221 .8 99831A 8018.3 11259.8 9726.2 221465.7 

Olr.!1 6554 .5 11138.3 9360.2 6023.1 5774 .1 94036.2 10324.5 10895.6 14667.3 10658.7 

Olr.111 7929.9 13860A 65086.0 7841 .9 5931.7 157855.3 16012.1 12836.8 14587.3 59430.7 

Olr.lv 672 1.0 14424.0 9485.0 7362.0 6290.0 170469.0 18166.0 11 013.0 18924.6 242469.0 
SOl/rce. NBE. Annllol Repor! 2004105 
*Grain is also inc/tided in Food and live animals 
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Unit va lue of Imports, by Major Commodity Groups 

(In Thousands of Birr er Metric Tons) 

Food & Medical & 
Live Petroleum Pharm. Soap& Rubber 

Period Animals BeveraQes Tobacco Prod. Chemicals Fertilizers Prod Polish Prod. 

1995/96 1.62 45.78 13.32 1.39 4.73 32.01 77.34 4.66 17.08 

Qlr.1I 1.60 25.93 67.67 1.71 6.25 0.25 128.27 3.07 21.66 

Qlr .1I 1 5.10 13.79 54.84 1.36 9.93 2.35 63.97 3.54 20.54 

Qlr.IV 2.48 4.23 49.03 1.54 1.67 2.44 68.88 3.87 19.30 

1996/97 5.66 15.60 3.97 1.02 6.82 0.00 45.12 4.22 18.53 

Qlr.1I 3.47 25.57 315.35 7.69 4.37 2.29 55.05 3.94 19.86 

Qlr.1I1 4.12 16.83 16.71 5.32 6.92 1.60 50.22 3.70 12.66 

Qlr.IV 4.55 5.26 40.00 1.48 7.07 0.00 24.54 2.89 6.99 

1997198 4.72 25.19 128.31 1.20 5.77 0.00 63.32 4.51 20.00 

Qlr .1I 1.88 19.19 104.57 1.33 5.85 10.71 103.94 3.97 21.12 

Qlr.lll 3.69 19.27 111.26 1.14 4.49 1.13 62.93 5.23 17.98 

Qlr.IV 2.18 21.78 48.06 0.97 9.57 1.72 54.23 4.53 16.06 

1998/99 1.65 19.76 135.18 0.95 8.12 1.57 29.54 1.07 21.04 

Qlr.1I 1.78 2.66 49.41 0.12 8.06 1.14 25.08 4.57 13.00 

Qlr.1I1 8.45 34.17 28.39 2.70 0.46 3.62 76.91 5.92 19.32 

Qlr.IV 1.52 20.35 162.03 2.56 2.90 1.39 69.66 4.06 16.22 

1999/00 1.69 21.18 43.28 1.36 2.02 1.67 66.62 4.72 9.42 

Otr.1I 2.09 26.99 25.76 1.55 6.12 1.17 80.86 5.08 21.41 

Qlr.1I 1 1.79 5.27 26.74 1.77 9.09 1.34 95.81 5.06 1.47 

Qlr.IV 2.47 21.84 32.74 2.64 5.02 1.63 106.85 5.29 18.30 

2000/01 1.90 23.00 212.62 1.88 6.80 1.52 166.24 4.60 17.19 

Qlr.l l 1.89 23.83 26.73 2.98 7.62 3.47 96.76 4.76 22.21 

Qlr.1I1 1.67 14.55 25.00 2.44 8.37 1.55 135.41 5.93 16.24 

Qlr.IV 1.30 22.00 124.22 2.14 2.88 17.28 64.94 4.61 18.84 

200 1/02 2.07 21.18 33.86 2.08 6.14 2.55 89.96 5.14 22.41 

Qlr. 1I 1.70 39.54 21.82 2.05 9.97 1.66 98.17 6.39 17.74 

Qlr.1I1 1.99 38.26 32.77 1.24 9.95 2.06 73.37 4.31 22.29 

QIV 1.86 31.63 22.53 3.76 6.07 1.49 91.68 4.61 16.36 

2002/03 2.09 32.43 144.47 1.95 9.35 2.04 78.18 4.63 21.61 

Qlr.l l 2.80 26.81 144.43 2.02 9.77 1.75 106.06 5.24 21.70 

Qlr.1I1 1.54 33.15 31.69 1.35 8.40 1.53 91.89 5.35 21.71 

Qlr.IV 18.55 18.66 54.79 1.70 7.48 2.21 126.50 5.69 18.37 

2003/04 1.44 27.66 144.68 3.18 9.24 7.48 75.50 5.49 14.56 

Qlr.1I 2.64 20.27 58.86 2.25 8.31 2.07 99.90 5.07 19.66 

Qlr.ttt 3.21 20.57 31.38 2.46 9.99 2.14 81.23 4.96 20.16 

Qlr. IV 46.13 42.17 51.32 2.45 7.83 2.59 67.38 5.10 24.10 

2004/05 42.01 17.12 68.34 2.63 13.44 2.80 112.85 5.48 20.92 

Qlr.1I 43.97 32.61 46.46 3.33 12.52 3.47 98.25 5.99 19.51 

Qlr.1I1 3.38 33.57 44.68 3.48 8.06 2.83 234.38 5.75 19.36 

Otr .lv 2.28 44.35 150.25 3.80 6.21 2.80 200.68 5.92 21.25 

Table 7 
Source, NEE: Anllual Report 200-1105 
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Table 7 (Con/inlled) 

Unit va lue oflmports, by Major Commodity Groups 

(In Thousands of Birr per Metric Tons) 

Paper & Glass & Metal & Road 
Paper Glass Metal Machinery Motor Electrical 

Period Manfc. Textiles Clothino Ware Manfc. & Aircraft Vehicles Materials Grain* 

1995/96 9.45 22.48 37.40 3.57 8.13 10.13 47.70 50.70 0.10 

Olr.1I 12.93 14.14 5.94 5.98 8.51 47.10 30.66 19.41 1.56 

Olr.1I 1 10.91 19.03 31.78 7.56 4.37 16.02 28.95 28.67 4.96 

OILIV 9.24 21.92 23.75 5.72 4.40 58.60 34.45 20.77 2.33 

1996/97 9.25 4.51 17.32 4.26 4. 97 59. 30 24.64 21.67 1.47 

OILIl 9.88 17.42 23.61 10.03 4.82 35.31 28.20 32.45 2.89 

OILIlI 3.23 18.89 3.93 7.62 6.47 78.51 35.73 20.44 2.34 

OILIV 7.72 9.52 14.50 5.53 4.17 66.40 27.09 7.88 1.95 

1997/98 7.67 15.60 25.41 5.72 6.85 57.64 35.26 32.92 2.40 

OIL II 9.15 13.12 17.84 7.60 5.61 43.56 34.31 39.47 1.53 

Otr.1I1 8. 14 13.54 26.07 9.74 5.16 36.03 53.43 41.69 0.18 

OILIV 8.33 18.69 28.52 5.49 6.17 54.02 36.33 37.58 0.04 

1998/99 8.16 23.59 27.57 6.00 7.77 58.33 32.14 34.62 0.00 

Olr.1I 6.82 11.74 25.28 5.83 6.67 44.79 19.48 44.35 1.60 

alr.tli 2.83 5.62 21.71 5.76 7.51 26.10 7.52 12.43 8.40 

OILIV 7.69 4.56 21.84 4.65 6.38 19.60 8.37 27.97 1.67 

1999/00 5.66 2.04 24.11 5.22 6.52 35.80 20.47 55.44 1.58 

OILII 7.36 14.29 34.74 5.64 5.10 59.55 11.63 41.00 2.02 

OILIl I 0.98 2Q.43 24.90 6.80 3.84 62.01 36.31 33.07 1.40 

OILIV 0.12 12.15 28.03 4.81 3.57 44.30 47.26 47.09 1.66 

2000/01 5.65 22.52 25.82 4.91 5.55 69.92 48.56 39.87 1.00 

Otr.1I 0.57 19.56 9.92 6.55 3.41 37.68 7.96 26.48 1.76 

OILIlI 8.42 23.92 22.71 6.74 5.97 57.29 14.13 40.0 1 1.41 

OlrN 8.1 3 23.92 20.86 4.93 4.30 61.82 26.93 27.75 1.10 

2001102 8.47 20.59 29.73 5.27 5.47 79.79 17.42 36.46 1.85 

OILIl 7.79 16.16 20.83 7.00 5.27 72.65 52.81 42.42 1.76 

Olr.11 1 8.49 20.90 19.42 6.03 4.56 67.89 36.73 39.34 1.84 

OIV 8.87 15.73 28.73 6.48 4.62 56.96 32.19 25.26 1.78 

2002/03 7.64 22. 10 26.04 4.87 4.57 56.44 52.42 42.98 2.03 

OtLtI 8.58 18.88 27.29 5.40 4.88 67.52 55.27 41.19 2.67 

OILIlI 2.94 13.80 25.93 6.39 5.30 71.12 46.37 34.61 1.50 

OIL IV 7.56 18.34 25.76 6.04 5.93 69.36 60.16 30.28 19.90 

2003/04 6.80 16.17 12.72 5.33 5.04 50.81 55.25 30.52 1.67 

OILIl 5.52 14.69 20.82 5.40 5.06 56.68 33.02 47.61 2.06 

OILIII 7.74 16.65 21.45 5.53 51.81 75.23 62.09 47.42 2.89 

OIL IV 8.34 12.63 25.64 4.66 6.23 65.66 65.35 48.54 3.10 

2004/05 8.39 21.30 31.05 5.60 6.32 120.13 65.52 56.52 2.50 

01r.1I 8.23 20.50 33.92 6.00 8.62 76.06 66.96 53.49 6.86 

OILIII 7.51 3.83 27.94 5.05 5.95 59.87 57.44 33.69 3.51 

Olr.lv 876 20.81 32.04 5.89 6.42 101.62 55.14 65.37 2.06 
SOll/ ce, NBE, Annual Repolf 200-/10) 
*Grail1 is also included in Food and live animal 
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Value of Imports by end use 

In Mi llions of Birr 

Description 

RAW MATERIALS 

SEMI-FINISHED GOODS 

FUES 

CAPIOT AL GOODS 

CONSUMER GOODS 

Consumer Ourables 

Consumer non-durables 

MISCELLANEOUS 

TOTAL IMPORTS 

Table 8 

1996197 1997198 

2.04 2.05 

19.15 16.35 

18.43 24.45 

38.81 29.78 

20.61 19.69 

9.73 8.41 

10.88 11.30 

0.96 7.68 

100.00 100.00 

Source: NBE Annual Report 20.0.410.5 

. ---_ .. _- - .. . .. _ .. - .. _ .. . .. from COMESA C ""U"UI"'~ 
Countries 

Year Djibouti EQVpt Kenva Sudan 

2002/3 12.22 2.16 3.62 0..48 

2002/6 10..92 3.30. 3.85 0.14 

2002/9 23.22 5.87 3.97 0.08 

2002/12 9.30 6.45 4.57 0.05 

2003/3 11.27 2.47 2.77 0..07 

2003/6 10.68 4.34 3.84 0.09 

2003/9 8.82 384 4.55 040 

2003/12 250.6 9.62 4.92 4.10 

2004/3 10.49 5.91 2.92 0.76 

2004/6 15.05 4.78 3.69 1.96 

2004/9 8.41 6.66 4.69 2.92 

2004/12 9.60. 60.4 3.56 4.83 

2005/3 5.25 5.15 1.71 14.64 

2005/6 6.77 7.61 1.98 6.59 

2005/9 8.13 7.71 2.60. 4.37 

2005/12 10..59 7.95 2.64 0.52 

Averaqe 

Table 9 

1998199 1999100 2000101 2001102 2002103 2003104 2004105 

1.74 1.41 1.62 1.75 1.17 1.00 1.35 

16.80 14.59 16.00 17. 00 14.80 16.82 18.29 

11.37 17.81 17. 71 15.79 15.49 12.01 18.41 

33.71 33.49 30.09 28.32 29.60 33.89 32.88 

28.10 30.33 31.66 34.62 35.25 34.62 27.14 

9.84 9.63 10.31 9.03 9.89 11.39 9.28 

18.27 20.70 21.35 25.59 25.36 23.23 17.86 

8.28 2.38 2.94 2.52 3.68 1.66 1.80 

100.00 100.00 100.00 100.00 100.00 100.00 100.00 

Annual Annual Annual Annual 
Swaziland Sum (Sum) OJ. Eg. Kenya 

0..80. 19.27 

0.54 18.74 

0. 13 33.28 

3.0.7 23.45 94.73846 55.66 1778 16.01 

0.64 17.21 

0.36 19.31 

0.25' 17.86 

0..50. 44.19 98.56307 55.83 20..27 16.0.8 

0..65 20..74 

0..40. 25.88 

0..82 23.50. 

0..82 24.84 94.96931 43.55 23.39 14.86 

0..89 27.64 

0..59 23.53 

1. 10 23.92 

1.15 22.85 97.93679 3074 28.43 8.93 

96.55191 46.44375 22.46654 13.96766 
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IMPORTS by Product Origin (in millions of Birr) 

YEAR AUSTRALIA BELGIUM CANADA CHINA DJIBOUTI EGYPT FRANCE Germany GREECE 

1996/1 4.54 47.94 6.62 207.34 51.32 19.16 37.70 85.05 6.80 

1996/2 6.02 44.09 12.56 211 .22 55.79 24.47 37.90 100.39 5.49 

1996/3 9.51 47.26 8.88 256.53 66.Q3· 30.30 27.93 84.31 5.34 

1996/4 10.80 56.04 11 .39 296.32 68.25 37.77 70.61 114.74 21.46 

199711 3.72 29.32 5.85 71 .61 6.65 8.55 35.13 173.82 5.16 

1997/2 4.93 26.96 11 .11 72.95 7.23 10.92 35.31 205.18 4.16 

1997/3 7.78 28.90 7.86 88.60 8.56 13.52 26.03 172.32 4.05 

1997/4 8.83 34.26 10.08 102.35 8.84 16.85 65.79 234.50 16.27 

1998/1 7.11 42.48 8.71 117.76 9.38 18.71 79.26 175.53 18.59 

1998/2 9.43 39.07 16.54 11 9.96 10.19 23.89 79.68 207.21 15.01 

1998/3 14.88 41 .88 11 .70 145.69 12.07 29.58 58.72 174.02 14.60 

1998/4 16.90 49.66 15.00 168.30 12.47 36.87 148.45 236.81 58.65 

1999/1 11 .33 40.53 4.24 144.47 7.74 32.96 132.52 177.67 22.86 

1999/2 15.02 37.27 8.05 147.17 8.41 42.10 133.22 209.73 18.46 

1999/3 23.71 39.95 5.70 178.74 9.96 52.13 98.18 176.14 17.94 

1999/4 26.93 47.37 7.30 206.47 10.29 64.96 248.20 239.70 72.10 

2000/1 6.05 44.11 10.27 190.34 6.21 30.90 99.87 143.84 9.37 

2000/2 8.02 40.56 19.50 193.90 6.76 39.47 100.39 169.80 7.56 

2000/3 12.67 43.48 13.79 235.50 8.00 48.86 73.99 142.60 7.35 

2000/4 14.39 51.55 17.68 272.Q3 8.26 60.90 187.04 194.06 29.55 

2001 /1 9.55 48.26 21.71 307.37 20.96 36.41 152.35 177.09 22.52 

2001 /2 12.66 44.38 41 .21 313.12 22.79 46.50 153.15 209.04 18.19 

2001/3 19.99 47.57 29.15 380.29 26.97 57.57 112.87 175.56 17.68 

2001/4 22.70 56.41 37.38 439.28 27.88 71.75 285.34 238.91 71.05 

2002/1 3.18 113.73 17.25 294.00 114.08 20.15 55.78 181.72 15.28 

200212 23.73 67.26 12.68 292.31 101 .95 30.77 41.14 191 .34 12.26 

2002/3 8.36 80.98 16.48 334.23 216.73 54.81 78. 19 149.92 13.91 

2002/4 25.91 88.90 19.32 320.82 86.82 60.25 45.62 198.84 97.75 

2003/1 8.54 110.64 9.62 396.34 137.89 30.18 46.53 144.81 17.16 

2003/2 4.18 113.61 9.85 429.91 130.71 53.11 54.32 198.19 13.75 

2003/3 22.18 67.99 16.25 523.98 107.93 47.01 44.13 161 .56 9.13 

2003/4 48.74 152.04 60.03 847.88 306.62 117.70 402.37 305.20 27.67 

2004/1 26.19 96.72 16.97 675.15 147.51 83.13 160.69 246.84 11.85 

2004/2 15.24 97.89 17.12 614.04 211.62 67.18 78.04 348.37 19.24 

2004/3 55.63 132.10 16.08 879.94 118.28 93.62 70.30 265.53 12.19 

2004/4 8.37 126.02 4.22 752.07 134.91 84.94 172.52 279.64 18.20 

2005/1 12.49 134.57 18.40 850.26 80.25 78.75 138.33 266.08 21.40 

2005/2 4.45 184.48 113.16 937.39 103.38 116.22 267.1 4 259.98 5.65 

2005/3 14.96 219.33 44.14 1,019.22 124.22 117.89 61 .61 284.27 14.83 

2005/4 12.41 213.54 25.62 1,315.28 161 .81 121 .52 110.81 379.21 11 .10 

Table 10 
Source; Ethiopian Customs Authority 
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Table 10 (Conlinued) 
IMPORTS by Product Orig in (in mi ll ions of Birr) 

KOREA. 
YEAR HUNGARY INDIA INDONESIA ISRAEL ITALY JAPAN JORDAN KENYA REPUBLIC 

1996/1 2.12 117.61 23.67 9.71 146.51 69.62 20.90 14.44 28.02 

1996/2 0.94 112.63 30.99 19.70 120.49 66.93 42.46 17.33 23.81 

1996/3 1.40 135.60 38.92 14.27 138.31 91 .56 24.13 20.30 28.38 

1996/4 1.50 194.35 37.35 17.99 205.40 169.04 29.24 20.33 36.34 

199711 1.50 88.00 18.80 4.64 174.13 · 148.59 1.40 27.49 83.99 

1997/2 0.67 84.27 24.61 9.42 143.20 142.84 2.85 32.99 71 .38 

199713 0.99 101 .46 30.91 6.82 164.38 195.42 1.62 38.64 85.06 

1997/4 1.06 145.42 29.66 8.60 244.12 360.79 1.96 38.70 108.93 

1998/1 7.36 140.92 28.83 24.97 228.Q3 133.21 13.40 25.94 96.41 

1998/2 3.27 134.95 37.74 50.64 187.52 128.06 27.22 31 .14 81.93 

1998/3 4.84 162.48 47.41 36.69 215.26 175.19 15.47 36.47 97.64 

1998/4 5.21 232.87 45.49 46.26 319.67 323.45 18.74 36.53 125.03 

1999/1 6.17 114.44 45.33 13.11 262.54 228.24 9.54 23.92 101 .91 

1999/2 2.74 109.59 59.34 26.60 215.91 219.42 19.38 28.71 86.61 

1999/3 4.06 131 .95 74.55 19.27 247.84 300.17 11 .01 33.63 103.21 

1999/4 4.36 189.11 71 .54 24.29 368.06 554.20 13.34 33.68 132.16 

2000/1 5.83 121.75 37.57 7.91 256.79 174.11 31.44 19.84 89.42 

2000/2 2.59 116.59 49 .1 9 16.05 211.18 167.38 63.89 23.82 76.00 

2000/3 3.83 140.37 61.80 11 .63 242.41 228.98 36.31 27.90 90.56 

2000/4 4.13 201 .18 59.30 14.66 360.00 422.76 43.99 27.94 115.97 

2001/1 36.69 188.97 57.41 4.07 342.65 196.56 12.34 18.05 124.12 

2001/2 16.29 180.96 75.17 8.26 281 .79 188.96 25.07 21.67 105.48 

200113 24.13 217.88 94.43 5.98 323.47 258.50 14.25 25.37 125.70 

2001/4 25.97 312.27 90.61 7.54 480.37 477.27 17.26 25.41 160.96 

2002/1 9.11 190.54 43.73 2.28 390.26 114.09 1.92 33.75 34.45 

2002/2 4.07 170.55 48.11 4.26 228.75 96.20 47.02 35.91 43.08 

2002/3 5.04 221.43 84.84 10.51 323.85 255.95 88.84 37.10 73.44 

2002/4 4.68 219.27 46.54 7.75 263.26 503.14 3.15 42.69 33.04 

2003/1 0.00 198.26 36.30 6.86 244.07 142.00 41 .20 33.88 67.72 

2003/2 0.00 250.01 62.43 12.90 264.70 144.53 4.07 46.98 54.36 

200313 0.00 272.02 83.04 17.17 297.48 176.06 35.69 55.71 38.33 

2003/4 0.00 757.43 105.45 35.94 1.106.86 345.02 36.09 60.18 130.25 

2004/1 4.02 376.00 78.51 25.32 377.84 214.65 61.69 41.08 89.82 

200412 1.11 350.04 116.03 47.56 300.08 213.59 326.16 51 .82 56.58 

2004/3 4.30 387.43 74.16 26.79 271 .58 166.32 0.78 65.96 56.27 

2004/4 4.31 432.91 66.50 92.80 286.45 319.38 282.49 50.00 78.66 

2005/1 3.56 472.13 83.77 91.48 341.42 251.28 157.56 26.14 109.10 

200512 2.34 407.56 93.91 192.59 422.06 253.24 82.26 30.26 88.92 

2005/3 2.54 535.68 142.05 120.27 438.24 237.70 80.33 39.71 104.81 

2005/4 4.89 630.89 188.34 71.43 369.21 322.72 7.20 40.28 155.76 

Source. Ethiopian Customs Authonty 
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Table / 0 (Continued) 
IMPORTS by Prod uct Origin (in millions of Birr) 

SAUDI 
YEAR KUWAIT MALAYSIA MOROCCO NETHERLANDS NORWAY PAKISTAN POLAND ROMANIA ARABIA 

199611 0.46 12.70 0.13 47.33 2.71 2.15 1.44 1.53 160.22 

199612 25.84 15.19 0.21 38.04 4.61 2.88 2.57 0.89 295.16 

1996/3 14.70 11.28 0.04 45.10 4.09 2.66 1.63 0.97 379.61 

1996/4 0.64 19.63 9.90 71.45 3.23 5.92 2.21 2.12 225.16 

199711 0.54 lQ.43 0.00 85.05 3.59 1.00 18.38 2.98 105.98 

1997/2 30.18 12.47 0.00 68.36 6.11 1.34 32.85 1.73 195.23 

199713 17.17 9.26 0.00 81.04 5.42 1.24 20.92 1.88 251 .09 

1997/4 0.74 16. 12 0.16 128.40 4.28 2.76 28.27 4.14 148.93 

1998/1 1.18 16.23 0.02 30.69 1.40 0.49 11 .67 3.26 394.55 

1998/2 66.16 19.41 0.03 24.67 . · 2.38 0.65 20.86 1.89 726.82 

199813 37.64 14.41 0.01 29.25 . ·2.12 0.60 13.28 2.05 934.78 

199814 1.63 25.09 1.26 46.34 1.67 1.34 17.95 4.52 554.46 

1999/1 0.03 20.21 1.85 55.31 3.18 1.58 7.42 1.41 70.83 

1999/2 1.66 24.18 2.94 44.46 5.41 2.12 13.27 0.82 13Q.48 

1999/3 0.94 17.95 0.56 52.71 4.80 1.96 8.45 0.89 167.81 

1999/4 0.04 31.26 135.98 83.51 3.79 4.36 11 .42 1.95 99.54 

200011 0.08 22.96 0.01 37.57 2.50 1.08 6.76 3.32 28.60 

200012 4.41 27.47 0.02 30.20 4.26 1.45 12.09 1.92 52.68 

200013 2.51 20.39 0.00 35.80 3.78 1.34 7.70 2.09 67.75 

2000/4 0.11 35.50 1.05 56.72 2.98 2.98 10.40 4.60 40.19 

200111 0.10 40.77 0.01 78.58 3.70 2.11 6.97 3.08 261.61 

2001/2 5.66 48.77 0.02 63.16 6.30 2.83 12.46 1.79 481 .9 2 

2001/3 3.22 36.21 0.00 74.87 5.59 2.61 7.94 1.94 619.82 

200114 0.14 63.04 0.94 118.63 4.42 5.81 10.73 4.28 367.64 

200211 1.32 18.51 0.00 86.36 2.24 2.23 0.00 5.50 119.58 

200212 0.87 16.58 0.02 54.34 1.49 4.47 0.00 1.45 555.65 

2002/3 0.27 9.17 0.01 94.23 3.25 3.97 0.00 3.00 67.77 

2002/4 0.02 18.44 58.71 99.04 2.65 17.37 0.00 7.39 209.01 

200311 0.71 14.38 0.07 130.80 7.57 4.15 5.18 1.28 57.70 

2003/2 252.34 37.32 0.56 99.75 , 1.62 7.60 7.72 2.69 974.50 

200313 144.22 33.44 0.05 114.27 6.19 6.14 6.25 2.56 848.77 

200314 2.10 76.07 0.02 301.98 15.97 15.87 10.32 7.02 359.35 

200411 0.68 47.00 0.72 148.31 15.84 8.19 5.01 3.59 270.95 

200412 1.55 30.64 1.24 96.21 10.67 5.99 6.95 1.66 468.12 

200413 1.17 34.79 0.30 97.33 5.12 8.09 7.97 1.86 1,979.74 

2004/4 2.88 54.13 0.00 101.13 8.71 7.35 7.61 1.46 914.68 

200511 1.55 57.91 0.92 98.44 2.82 9.23 6.85 2.44 1575.10 

200512 5.30 85.59 0.67 150.97 46.41 12.15 16.91 3.30 913.07 

2005/3 2.25 47.99 0.10 134.57 35.28 9.67 4.50 0.67 1579.16 

2005/4 2.46 60.32 1.25 226.67 6.19 11.27 7.33 0.86 1,061 .33 

Source; Ethiopian Customs Authonty 
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Table 10 (Conlin1/ed) 

IMP o 0 RTS by Product rigin (in millions of Birr) 
Taiwan, 
Province 

YEAR SINGAPORE SOMALIA SPAIN SUDAN SWEDEN SWITZERLAND of China THAILAND TURKEY 

1996/1 11 .27 0.21 12.34 17.51 28.72 17.31 12.57 12.39 41 .94 

1996/2 14.26 0.90 8.21 9.80 54.74 12.20 11.12 8.85 59.33 

1996/3 12.56 0.88 11.32 8.89 36.95 12.61 lQ.42 15.05 59.41 

1996/4 16.15 1.24 10.21 11 .55 44.43 14.30 13.29 16.11 73.81 

199711 10.51 0.07 21 .72 1.01 41 .85 19.70 25.64 13.63 20.58 

1997/2 13.29 0.30 14.44 0.57 79.76 13.88 22.69 9.73 29.12 

199713 11.72 0.29 19.93 0.51 53.84 14.35 21.26 16.55 29.15 

1997/4 15.06 0.41 17.97 0.67 64.73 16.27 27.11 17.71 36.22 

1998/1 14.16 0.00 24.02 5.23 50.89 30.39 32.92 11 .95 1.26 

1998/2 17.91 0.01 15.97 2.93 96.98 21.41 29.13 8.53 1.79 

1998/3 15.79 0.01 22.04 2.66 65.46 22.13 27.29 14.51 1.79 

1998/4 20.29 0.01 19.87 3.45 78.71 25.10 34.81 15.53 2.23 

1999/1 14.32 0.13 52.21 0.24 56.97 93.07 21.41 21 .28 38.35 

1999/2 18.12 0.56 34.72 0.14 108.58 65.57 18.95 15.19 54.26 

1999/3 15.97 0.54 47.90 0.12 73.29 67.78 17.75 25.83 54.32 

199914 20.53 0.76 43.18 0.16 88.13 76.86 22.64 27.65 67.49 

2000/1 11.97 0.00 22.14 0.01 51.85 34.28 23.83 20.05 43.63 

2000/2 15.15 0.01 14.72 0.01 98.83 24.15 21.08 14.31 61.72 

2000/3 13.35 0.01 20.31 0.01 66.70 24.97 19.75 24.34 61.80 

2000/4 17.15 0.02 18.31 0.01 80.21 28.31 25.19 26.06 76.79 

200111 11.46 0.09 23.72 5.01 50.52 69.50 34.56 21 .59 40.80 

200112 14.50 0.38 15.77 2.81 96.28 48.97 30.58 15.42 57.72 

200113 12.78 0.37 21.76 2.55 64.98 50.61 28.65 26.22 57.79 

200114 16.42 0.52 19.62 3.31 78.14 57.40 36.54 28.06 71.80 

200211 27.89 0.00 39.75 4.48 87.50 40.08 22.23 24.57 64.85 

2002/2 30.36 0.00 8.11 1.27 62.71 30.59 12.24 23.61 66.57 

2002/3 23.14 0.00 21.74 0.77 61.23 23.97 10.46 36.19 11 5.02 

2002/4 18.17 0.00 11 .13 0.44 47.00 19.77 10.73 37.98 54.18 

200311 16.96 0.01 18.19 0.81 37.57 34.09 28.05 0.00 62.81 

200312 24.43 0.00 20.01 1.09 55.34 27.70 28.14 0.00 57.63 

200313 17.57 0.00 30.70 4.84 55.90 24.91 49.66 0.00 83.21 

200314 68.46 0.00 52.38 50.16 134.52 38.40 74.15 0.00 292.29 

2004/1 21.13 0.39 16.70 10.67 85.43 49.62 48.63 53.31 106.36 

2004/2 35.29 0.05 35.62 27.56 131.50 29.63 47.82 26.21 224.59 

2004/3 40.15 0.39 25.33 41.07 88.68 42.13 19.58 40.84 162.97 

2004/4 38.05 13.35 13.98 67.92 75.76 37.02 22.68 46.93 265.44 

2005/1 43.66 2.54 34.48 223.69 41.34 41.05 25.85 51.78 221.12 

2005/2 52.16 12.75 24.88 100.63 387.55 24.69 29.87 37.22 325.28 

2005/3 48.94 12.06 34.34 66.85 190.54 34.73 28.56 77.30 251.25 

2005/4 42.09 1.12 27.01 7.92 235.07 55.89 30.14 80.57 177.14 

Source; Ethiopian Customs Authonty 
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Table 10 (Continued) 
IMPORTS by Product Origin (in milli ons of Birr) 

UNITED ARAB UNITED 
YEAR EMIRATES KING DOM 
1996/1 136.32 74.48 
1996/2 151.42 83.21 
1996/3 145.43 68.45 
1996/4 163.67 95.33 
199711 38.77 106.62 
1997/2 43.06 119.11 
1997/3 41 .36 97.98 
1997/4 46.55 136.46 
1998/1 57.92 136.65 
1998/2 64.33 152.65 
1998/3 61.79 125.57 
1998/4 69.54 174.89 
1999/1 54.71 158.82 
1999/2 60.77 177.42 
1999/3 58.37 145.95 
1999/4 65.69 203.27 
2000/1 64.22 138.20 
2000/2 71.33 154.39 
2000/3 68.50 127.00 
2000/4 77.10 176.88 
2001 /1 105.45 158.85 
2001/2 117.12 177.45 
2001/3 11 2.49 145.97 
200 1/4 126.60 203.31 
200211 187.96 138.87 
2002/2 327.05 190.32 
2002/3 214.34 142.51 
2002/4 251.11 156.16 
2003/1 307.11 196.56 
2003/2 323.18 209.99 
2003/3 341 .28 143.80 
2003/4 438.42 342.30 
2004/1 498.95 195.24 
2004/2 361.35 205.41 
2004/3 454.68 204.73 
2004/4 455.33 237.99 
2005/1 437.69 208.17 
2005/2 469.37 178.36 
2005/3 510.70 176.88 
2005/4 544.09 203.78 
Note, ROW refers to rest of the world 
Source; Ethiopian Customs Authority 

United 
States 

153.98 
151.76 
170.14 
469.10 

58.80 
57.95 
64.97 

179.13 
120.22 
118.48 
132.83 
366.24 
134.94 
132.99 
149.10 
411.09 
107.77 
106.22 
119.08 
328.33 
283.15 
279.07 
312.87 
862.63 
249.18 
153.30 
231 .90 
445.61 
115.02 
140.38 
167.34 

2,757.48 
829.50 
685.91 
746.52 
306.37 
406 .59 
744.32 
705.65 

1,317.50 

11 3 

, .' 

YEMEN ' Su b tota l ROW TOTAL 
6.85 1,653.63 365.47 2,019,10 
7.40 1,891 .77 260.40 2,152.17 

10.20 2,051.35 247.75 2,299.10 
6.45 2,674.80 32.62 2,707.43 
7.13 1,443.91 89.65 1,536.24 
7.70 1,651.85 106.11 1,763.72 

10.62 1,791.18 104.66 1,894.24 
6.71 2,335.57 130.20 2,458.94 

15.19 2,192.81 206.09 2,400.48 
16.41 2,508.61 243.94 2,755.93 
22.64 2,720.22 240.61 2,959.88 
14.31 3,546.96 299.32 3,842.27 

198.63 2,306.82 182.79 2,492.48 
214.55 2,639.04 216.37 2,861.56 
295.98 2,861 .64 213.41 3,073.33 
187.08 3,731 .37 265.48 3,989.54 
438.99 2,224.65 170.09 2,397.73 
474.18 2,545.03 201.33 2,752.77 
654.16 2,759.70 198.58 2,956.49 
413.48 3,598.45 247.04 3,837.87 
256.02 3,169.20 279.09 3,451 .24 
276.54 3,625.61 330.36 3,962.29 
381.50 3,931 .44 325.84 4,255.51 
241.14 5,126.31 405.35 5,524.16 

23.73 2,782.14 207.62 2,989.76 
22.59 3,014.96 329.25 3,344.21 
10.65 3,128.20 376.80 3,505.00 

9.34 3,541.98 349.41 3,891 .39 
3.84 2,714.86 391 .53 3,106.39 

10.59 4,130.18 374.36 4,504.54 
61 .22 4,117 .96 466.49 4,584.45 
21.60 9,904.32 889.56 10,793.89 
15.69 5,165.92 864.71 6,030.63 
14.77 5,380.44 689.25 6,069 .69 
11.60 6,712.30 686.19 7,398.49 
15.76 5,888.95 960.00 6,848.95 
16.08 6,646.27 561.84 7,208.11 
18.17 7,204.57 1,007.99 8,212.56 
18.50 7,572.29 723.60 8,295.89 
19.33 8,261 .34 613.43 8,874.77 



Ci, rractertSllCS 01 I aflll co{[e In b1l1WPW 

N'O D· . Before Aug. Dec. Dec. Dec. 1999 - Jan.2003 
. escnptlOn Aug.1993 1993 1996 1997 1998 2000 - to date 

I Number of tari ff lines 1800 5332 5332 5332 5297 5426 5608 

2 Lowest o mciallarifTrate 5 5 5 5 5 5 5 
(percent) 

3 Highest official tari n· rate 230 80 60 5 40 40 35 
(percent) 

4 No. of o m cia I tarifTrale 24 9 8 7 7 7 6 
(percenl) 

5 Simpleofflciallariffrates _ 35 28 .8 24.3 20 20 20 
(lllcludlllg zero) 

6 Weighled average tariff _ 29.6 24.6 23.6 19.5 19.5 t 7.5 
rale(percenl) 

7 Tari ff disp;rs ion (percent, 225 75 55 55 35 35 30 
I. e. 11I1e 3-_) 

8 No. of duty free items 327 138 169 t70 167 167 179 

9 No. o f items with specific 162 ' , , 0 0 0 

tari ffs -' -' -' .) -' .) 

Table I I 
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Allnex V List oj Statistical Outputs 

ADF test 0IS/a/iollar)! 
Variable Without Drift & Trelld With drift With Drift & Trelld 

In Y I 
1.0432 -1.8262 -2.463 

InT", -0.78004 -2.6808 -3.1 87 

InTc, 0.12820 -261120 -2.718 

InSk, -0.08068 -2~605 -2.183 

In S}" -0.4705 1 -2.6566 -2.016 

InK, -0 .38356 -2.8095 -2.800 

dlnY, -7.7531 -8.4515 -3.929 

dlnT", -6.7947 -6.7370 -3.445 

dlnTc, -8.3521 -8.237 -3.427 

dlnSk, -6.2553 -6.1649 -3.832 

dlnSh, -5 .9046 -5 .8075 -3.653 

dlnK, -6.5633 -6.5287 -5.443 

Critical I 1 % -2.624 -3.6 17 -3.629 

value I 5% -1.95 -2.942 -2.947 

OutpUI I 

The appropriate lag length for regression analysis of WTO members 
system SC AlC 
lag 1 18 . 071 19.999 
lag 2 17 . 206 20 . 573 
lag 3 -15.713 -19.520 
Tests of system reduction 
lag 2 -> lag L F(2S , 831 = 1 . 7566 [0 . 03031 * 

* Informat~on dropped 10 reduc1ng lag length (at 5% s1gn1f1cance level) 

OUfput 20 

The appropriate lag length for regression analYSis of COMESA members 
system SC AlC 
lag 1 17 . 367 19 . 354 
lag 2 16 . 662 19 . 137 
lag 3 15 . 713 19 . 676 
Lag 4 15 . 568 21.020 
Tests of system reduction 
lag 2 --> lag " F (25, 791 = 1 . 9594 [0 . 0130] • 
lag 3 --> lag " F(50, 761 = 1 . 6367 [0 . 0258] · lag 4 --> lag " F(75, 561 = 1. 7178 [0 . 01761 · * Informat1on dropped 1n reduc1ng lag length (at 5% s~gn~ficance level) 

OWjJUf l b 
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Test of number of cOintegrating vectors for WTO and COMESA 

Ho : rank=p A. max (WTO) A max ( WTO) Amax (COMESA) 

~ 0 4 9 . 57** 102 . 8** 51. 83** 

~ <- 1 21. 03 53 . 16 26.44 
~ < 2 20 . 13 32 .17 16.3 
~ < 3 7.789 12.03 8.922 
P < 4 4 . 242 4.242 4 . 261 

* Existence of one cOintegrati on at 5% significance l evel 
** Existence of one cointegration at 1% significance level 

Output 3 

Lo ng-run parameter estimates with zero-restrictions 

lYl IKl ISlll 
fJ (WTQ}-codTidents 1. 00 -0 . 97 - 0 . 36 

A. max (COMESA) 
107,7"'''-
52 . 92 
29.49 
13.18 
4. 261 

IS il ITQl 
0.65 0.66 

LR test : Chi"2(1) 9 . 6863 24 . 957 3 . 3406 (for both IShe & ISu ) 12 . 4630 
P Value [0.0019)" [0 .OODO]** (0.1882] [0.0004]** 

lY, IK, IShl IS il ITol 
fJ (COMESA}- cocftic icnt s 1. 00 -0.94 -0 . 53 -2 . 05 0.57 

LR test : Chi"2(!) 9.7919 21 . 289 6 . 0559 3.5057 15 . 360 
P-Value [0 .00181** [0.0000] ** [0.0139]* [0.0612] [0.0000)** 

Significant at 5% significa nce level 

** significant at 1% significant level 

Note: Significance of both kinds of savings were also taken separately and the coefficients 

have come out to be insignificant. 

Output 40 

Eroqeneity test with zero-restrictions 

IVt 
a (WTOl- cocnic il: llt s 0 . 37 

LR test : Chi A 2(1) 15.963 

P-Value [0.0001)** 

a (COMESA)- cocnicicnts 0.44 

LR test : Chi ft 2(1) 17 . 879 

P-Value {a . 0000]" 

1. 91 

4.957 

{0.060l) 

1. 92 

1. 289 

[0.3584J 

Significant at 5% Signif icance level 

** Significant at 1% significant level 

Output 4b 
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ISIH ISil ITol 
0 . 061 0.058 - 0 . 65 

O. n':S7 3 . 1669 2.4630 

[0. 6.7:61 J [0.0751) (0.19141 

IShl ISil ITol 
0.07 0 . 03 - 0 . 89 

0 :'1769 0 . 53696 3 . 299 

{0.6740] [0.4637J (0.1972) 



VECM Regression Results for Trading with WTO 

Varia blc Coc rti cic nts I-va luc 

Constant 2.81 3.90 

DLK, 0.58 7.93 AR 1- 3 test : 
ARCH 1-3 test : 

DLT(\VTO)I -0. 18 -3.86 Normality test : 

VLY I_I -0 .22 0.52 hetero test : 

R'2 0 . 82941 hetero-X test : 

F{3 ,3 3) : 53 . 48 [0 . 000) ** RESET 

01' 2 . 02 .. s1gn1f1cant at 1% s1gn1f1cant level 

Key : 0- represents the change in variables 

L- natural logarithm 

VLY- natural log of the residual 

Ompul 50 

VECM Regression Results for Trading with COMESA 

Va ri a ble Coc rticicnlS I-vu llic 
Constant 0 . 0178570 1. 39 

0 . 567549 1. 51 

test : 

DLY t.1 
DLK t 0 . 146293 3 . 94 AR 1- 3 test : 

ARCH 1-3 test : 
DLK t . 1 0 . 129330 3 . 27 Normality test : 

DLS hI 0 . 129495 2 . 33 hetero test : 

DLT/'OME"j -0 . 141143 3 . 49 RESET test : 

VLY H 0 .44 6288 1. 76 

R'2 0 . 748725 
FI6,30) : 14 . 9 [0 . 000) ** 
01' 2 . 18 . S1gn1f1cant at 1 % s1gn1f1cant level 

Key; D- represenLs Lil t:' change in varia bles 

L- natural logarithm 

VLY - natu r al log of the residual 

Output 5h 

EG approach output 

VII rill ble Coe ffi cic nts j.\'a lu e 
Constant 0.0178570 1. 39 
1K, - 0 . 567549 1.51 

0 . 146293 3 . 94 
AR 1- 3 FI 3 , 

ISht ARCH 3 FI 3 , 

Dial! lI oslic Tcs i 

F (3 , 30) : 1.0361 10 . 39071 
FI3 , 27) . 0.50671 10.68091 
Chi"2(2) : 5 . 5134 10.06351 
F(6 , 26) : 1 . 0376 10.42401 
FI9 , 23) : 1.2096 [0 . 33621 
F(l , 32) : 0 . E0345 [0 . 4430) 

Diagnostic T es t 

F(3 , 27) : 2 . 6180 [0 . 07141 
F(3 , 24) - 0 . 91251 [0 . 4497) 
Chi"2(2) : 2.9630 [0 . 22731 
F(l2 ,1 7) : 0.90449 [0.56101 
F{l,29) =0 . 0017159 [0 . 96721 

Dia gnostic T cst 

30) : 1. 4391 [0 . 25101 
27) : 0 . 077233 [0 . 97181 

ISit 0 . 129330 3 . 27 Norma E ty Chi"2(2)= 2 . 0391 [0 . 36081 

1 T (OPEN 0 . 129495 2 . 33 

lKt_l 0 . 141143 3 . 49 

R'2 0 . 87 
DI< 2 . 32 
Unit - root tests of residual for test 

t-adf beta Y 1 
Residuals -3 . 7649** -0.32801 

Significant at 5% significance level 

** Signi f icant at 1% significant level 

Output 6 

Xi"2 F( 10, 22) : 0 . 64707 [0 . 75881 
Xi *Xj F(20, 12) : 0 . 7789 [0 . 69981 
RESET FI " 32) : 0 . 36325 [0 . 55101 

of cointegration 
lag 

2 

' .. 
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